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1.

BASIS OF PREPARATION

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

SIGNIFICANT EVENTS

During the period, the Group had the following significant events:

(i)

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

On January 19, 2006, the Group, through its non-wholly
owned subsidiary, Memorex International Inc. (the “MII”),
entered into agreements (the “Disposal Agreement”) with
Imation Corp. (“Imation”), a company listed on the New
York Stock Exchange, to dispose of (i) Mll’s entire interest
in Hanny Magnetics Europe Limited, Memorex Canada Ltd.,
Memorex Products Europe Limited, Memorex Products
S.A.S., Memorex Products GmbH, Memorex Products
(Taiwan) Inc. and Memorex Products, Inc. (the “Disposed
Companies”); and (ii) 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 MIl and the
Disposed Companies (the “Disposed Business”).

Upon the entering into the Disposal Agreement, the
business segment of trading of computer related products
under the trade name “Memorex®” were classified as
discontinued operations during the year ended March 31,
2006 and the related assets and liabilities of Disposed
Business were classified as assets held for sale and
liabilities directly associated with assets classified as held
for sale respectively as at March 31, 2006. Pursuant to the
Disposal Agreement, the Group was also required to
transfer and assign the trading of consumer electronic
product business to Imation before the completion of the
Disposal Agreement and accordingly, the trading of
consumer electronic product business was classified as
discontinued operations. The disposal was completed on
April 28, 2006. Details of these are set out in the Company’s
circular dated April 10, 2006 and note 29.

NEANAZ=ZTHIEANEA
1.

mEEE

%’Eﬁ,ﬁ%éﬁﬁ%ﬁiﬂﬁ?ﬁ%/ BERX5MAE
B ([BER2pT ) 2 E AR RIPH E% + KX
Zi@ﬁﬁ&iﬁéiﬁifﬁ% I B 38 57 & & & 5HAD
~g ([FEESFMIE]) BH2BES
ERFEI4R [P HHBRE] -

2ER
HA REEFATEEEIA:

(i) P& Fl % 78 & [ Memorex®] 2 & S 48
BMERE S 2 EFEED

RZZEZERF—ATNA N&EEE
BEIFEEENBE 2R A Memorex
International Inc. ([MII]) B Imation
Corp. ([Imation] ) (—ER 4R F
RS EMzAR) G ([H
B ) AR E () MIRHanny
Magnetics Europe Limited * Memorex
Canada Ltd. * Memorex Products
Europe Limited ~ Memorex Products
S.A.S. * Memorex Products GmbH -
EmBRERNER QAR
Memorex Products, Inc. ([ H &2
Al)) 2 2 K (i) MILZ EIZET
Al & & E b 7 A 4 78 & [Memorex®]

EREHEREIXBLEE (B
EMIRHE RBEITZEFEER
GRAEG HEERBEGH &Rt F
B MBEE DHEREEZER
(THEXEBK]) -

REINHERZRE BE-TT X F
=A=+— EIJtiE Bl
[Memorex®] v BABBEERE 5 2
E¥BHBE Y RAEFEER MR
:gg/\¢ H ‘f’ =] mﬁﬁﬁ
ZHBEERAGR DD E AR
EEHECEERBBIEREZE
EZEEREABEE - RELEHH"
£ E IR AR FE K & & Al E
Imation#EEZER HEEBEFEMRE
%%%" HEHEBBEFEREZEKD
PERIFEXB - LEFSER T
TREFENA-+NBZK BHEFRE
HRAARRANR _ZZFEWMA+H
F 8 2 8 ok R f5E29 o



32

HANNY HOLDINGS LIMITED $3EEE AR A A

Notes to the Condensed Consolidated Financial Statements
IR 4R & B 15 & B 5

For the six months ended September 30, 2006 EHZE_-ZFZENFANA =+ HILNEA

2.

SIGNIFICANT EVENTS (Continued)

(if)

Acquisition of equity interest in Group Dragon Investments
Limited

On March 10, 2005, the Group and PYI| Corporation Limited
(“PYI”), another substantial shareholder of China Strategic
Holdings Limited (“CSHL”, a company whose shares are
listed on the Stock Exchange, and previously 29.4%
associate of the Group before the disposal mentioned
below), entered into a share sale agreement with an
independent third party for the disposal of 30.6% interest
in CSHL (representing 15.3% each held by the Group and
PYIl) for a total consideration of approximately
HK$52,000,000 (the “CSHL Disposal”). The completion of
the CSHL Disposal was subject to the completion of a
group reorganization carried out by CSHL (“CSHL
Reorganization”).

On May 19, 2006, the CSHL Reorganization was duly
completed, which resulted in (i) CSHL continuing as a public
listed company with its subsidiaries concentrating on its
business of manufacturing and trading of battery products,
investments in securities and property and investment in
unlisted investments (“CSHL Remaining Group”); (ii) all other
subsidiaries of CSHL which are carrying on property
development and holding of vessels for sand mining, and
all other associates of CSHL carrying on manufacturing
and marketing of tires and business of providing package
tour, travel and other related services and hotel operations
being grouped under Group Dragon Investments Limited
(“GDI”) (a wholly-owned subsidiary of CSHL) and its
subsidiaries (the “GDI Group”) upon completion of the CSHL
Reorganization; and (iii) the distribution in specie of shares
in GDI to the then shareholders of CSHL, on the basis of
one GDI share for one CSHL share after the share
consolidation pursuant to the capital reorganization by
CSHL.

The Group’s 29.4% interest in CSHL was split into the
29.4% interest in GDI Group and 29.4% interest in CSHL
Remaining Group according to the net asset value of the
GDI Group and the CSHL Remaining Group respectively
upon completion of CSHL Reorganization.
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2.

SIGNIFICANT EVENTS (Continued)

W)

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

The Group’s interest in CSHL Remaining Group was
reduced to 14.1% upon completion of CSHL Disposal on
May 19, 2006. The Group also held 29.4% interest in GDI
Group upon completion of the CSHL Disposal and CSHL
Reorganization. A gain on disposal of interest in CSHL
Remaining Group of HK$5,037,000 was recognized in the
condensed consolidated income statement during the
period.

On May 26, 2006, Somerley Limited, the financial advisor
to the Group, made an offer, on behalf of the Group, to
acquire all the remaining interest in GDI other than those
already owned by the Group (the “GDI Offer”). The Company
made GDI Offer by offering to the shareholders of GDI
either in option (1) one ordinary share of HK$0.01 each of
the Company plus HK$1.8 cash for every five GDI shares,
or, option (2) a convertible loan note to be issued by the
Company with face value of HK$15 for every five GDI
shares. Upon the close of GDI Offer, the Company issued
9,926,228 ordinary shares of HK$0.01 each, convertible
loan note with principal amount of HK$770,973,000 and
paid cash of HK$17,867,000 for the acquisition of a further
69.5% interest in GDI. The GDI Offer was completed on
June 16, 2006 and the Group held 98.9% interest in GDI
and accordingly, GDI became a subsidiary of the Group
during the period and details of the assets and liabilities
acquired under the GDI Offer are set out in note 30.

Details of the CSHL Disposal and the GDI Offer are set out
in the Company’s Circular dated May 26, 2006 and in the
Company’s announcement dated June 16, 2006.
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3.

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared under the historical cost basis except for investment
properties and certain financial instruments, which are measured
at revalued amounts or fair values, as appropriate.

The accounting policies used in the condensed consolidated
financial statements are consistent with those followed in the
preparation of the Group’s annual financial statements for the year
ended March 31, 2006. In addition, the Group adopted the
following accounting policies for certain financial instruments
acquired or issued by the Group during the period.

Financial assets designated at fair value through profit or loss

Financial assets designated at fair value through profit or loss are
initially measured at fair value. 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 period in which
they arise.

Convertible loan notes

Convertible loan notes issued by the Company that contain both
liability and conversion option components are classified separately
into respective items on initial recognition. Conversion option will
be settled by the exchange of a fixed amount of cash or another
financial asset for a fixed number of the Company’s own equity
instruments is an equity instrument.

On initial recognition, the fair value of the liability component is
determined using the prevailing market interest of similar non-
convertible debts. The difference between the proceeds of the
issue of the convertible loan notes and the fair value assigned to
the liability component, representing the conversion option for the
holder to convert the loan notes into equity, is included in equity
(convertible loan notes reserve).

In subsequent periods, the liability component of the convertible
loan notes is carried at amortized cost using the effective interest
method. The equity component, represented by the option to
convert the liability component into ordinary shares of the Company,
will remain in convertible loan notes reserve until the embedded
option is exercised (in which case the balance stated in convertible
loan notes reserve will be transferred to share premium). Where
the option remains unexercised at the expiry date, the balance
stated in convertible loan notes reserve will be released to retained
profits. No gain or loss is recognized in profit or loss upon
conversion or expiration of the option.
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3A.

PRINCIPAL ACCOUNTING POLICIES (Continued)
Convertible loan notes (Continued)

Transaction costs that relate to the issue of the convertible loan
notes are allocated to the liability and equity components in
proportion to the allocation of the proceeds. Transaction costs
relating to the equity component are charged directly to equity.
Transaction costs relating to the liability component are included
in the carrying amount of the liability portion and amortized over
the period of the convertible loan notes using the effective interest
method.

ADOPTION OF NEW AND REVISED HONG KONG FINANCIAL
REPORTING STANDARDS

In the current period, the Group has applied, for the first time, a
number of new standards, amendments and interpretations (“new
HKFRSs”), issued by the HKICPA, which are either effective for
accounting periods beginning on or after December 1, 2005,
January 1, 2006 and March 1, 2006. The adoption of the new
HKFRSs had no material effect on how the results for the current
or prior accounting periods that have been prepared and presented.
Accordingly, no prior period adjustment has been required.

The Group has not early applied the following new standard,
amendment or interpretations that have been issued but are not
yet effective. The directors of the Company anticipate that the
application of these standard, amendment or interpretations will
have no material impact on the results and the financial position
of the Group.

HKAS 1 (Amendment) Capital Disclosures’

HKFRS 7 Financial Instruments: Disclosures’

HK(IFRIC) - INT 8 Scope of HKFRS 22

Reassessment of Embedded Derivatives®

HK(FRIC) = INT 9

HK(IFRIC) — INT 10 Interim Financial Reporting and

Impairment?

i Effective for annual periods beginning on or after January 1, 2007

2 Effective for annual periods beginning on or after May 1, 2006
s Effective for annual periods beginning on or after June 1, 2006
o Effective for annual periods beginning on or after November 1,

2006
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4.

BEEANFNA=Z1THIESEA

SEGMENT INFORMATION 4. oEER
Business Segments EBo8
The Group is currently organized into four business segments, REBMBMUEER > BAK B (i)?«F
namely (i) trading of non-“Memorex®” computer related products; [Memorex®| BISHHBERE S (B HE
(i) trading of securities; (i) property development and trading and B (iEZRBREER(VERY XK
(iv) sand mining business.
As explained in note 2, the operations of trading of computer AN FE2FT i - IR R T A [ Memorex®] 2
related products under the trade name of “Memorex®” and trading ERAHAERESRHEES TEME S K
of consumer electronic products were discontinued on April 28, RZZEZNFEAZ+NBHKIE
2006.
Six months ended September 30, 2006 BE-ZEEREFAA=THLAREA
Continuing operations Discontinued operations
BEER FREXY
Trading of Trading of
non- computer
“Memorex®” Property related Trading of
computer development products consumer
related  Trading of and Sand under electronic
products  securities trading mining Sub-total  “Memorex®” products Sub-total  Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000
¥ EKEE
[ Memorex®] ERES
EHIEE NERRE [ Memorex®) HEET
ERES BHEE REE 27 P R EREZR Pt Ga
FiEn TiEr FiEr FAEx FEx FAEx FEx FiEx FET
Turnover EEL 7,838 79,487 - 896 88,221 229,442 59,811 289,253 377,474
Segment result PEEE (2,494) 2,514 - (54) (34) (73,450) 1,170 (72,280 (72,314)
Interest income 2 WA 59,069 67 59,136
Unallocated corporate income & 2S£ T WA 9,482 - 9,482
Unallocated corporate APRBEZHE
expenses (44,125) - (44,125)
Change in fair value of ARARERA
conversion options embedded 7 Z [ IR EZ
in convertible notes ATEEED (185,111) - (185,111)
Change in fair value of —HBEREZ
conversion options AHAZETR
embedded in convertible EZARBRL
notes from an associate ATEES (19,113) - (19,113)
Change in fair value of BAYER
convertible note at fair value  JIBWEBHERA
through profit or loss @EZEJ)DL?Q%‘%TE
ZATEEEY 5,579 - 5,579
Change in fair value of 1 ’EE ahéz
investment held for trading ATEEES (1,259) - (1,259)
Increase in fair value of RENEZ
investment property ATEEEM 9,000 - 9,000
Finance costs HEER (38,886) (667) (39,553)
Share of results of associates ~ E(EHE ARIXE (22,122) - (22,122)
Discount on acquisition of WM B AR ®
subsidiaries 116,363 - 116,363
Impairment loss on goodwil ~ EEZHEBE (6,621) - (6,621)
Impairment loss on ARHEERE L
available-for-sale investments  HEEE (28,088) - (28,088)
Loss on disposal of subsidiaries &M B2 Rz FiE (609) - (609)
Gain on disposals/dilution of ~ HE /HER L
interest in associates ARER K& 5,097 - 5,007
Loss before income tax RESHAER (141,378) (72,880)  (214,258)
Income tax credit EHES 971 26,235 27,206
Gain on disposal of Disposed ~ HEHE £ K 2 Iz
Business - 1,527,167 1,527,167
(Loss) profit for the period AERE (BE) & F (140,407) 1,480,522 1,340,115
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4. SEGMENT INFORMATION (Continued) 4, DEER (&)

For the six months ended September 30, 2006 EZ=-ZEZFENFN

Business Segments (Continued)

Six months ended September 30, 2005

 E—EZERFAA=TRHILEAEAR

Continuing operations

Discontinued operations

REXK FHEEK
Trading of Trading of
non- computer
“Memorex®” Property related  Trading of
computer development products consumer
related  Trading of and under electronic
products securities trading Sub-total  “Memorex®” products Sub-total Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$ 000 HK$'000 HK$'000 HK$'000
¥ il
[Memorex% Enu 25
BIKIEE MELE [Memorex®| HEET
nB% HHEER REE et mE EmE5 Nt o)
FAT FAT FAT FAT FAT FAT FAT FAT
Turnover E S 24,897 113,935 118,800 257,632 1,873,948 670,944 2,544,892 2,802,524
Segment result SHLE (15,028) 18,694 10,795 14,461 104,600 13124 117,724 132,185
Interest income FEHBA 20,066 670 20,736
Unallocated corporate income AABEERA 16,878 - 16,878
Unallocated corporate expense AABRLEIH (12,064) = (12,064)
Change in fair value of ARAZERREL
conversion options embedded ARAEL
in convertible notes ATEEZD 15,568 - 15,568
Change in fair value of BEEEREZ
investment held for trading ATEEED (18,461) - (18,461)
Finance costs HBER (21,259) (2,881) (24,140)
Share of results of associates EEBENRAER (24,126) - (24,126)
Impairment loss on goodwil BE-RBEARELL
arising on acquisition HEZREBE
of an associate (14,391) - (14,391)
Gain on disposal of subsidiaries & W B A Rl 2 s 4,276 - 4,276
(Loss) profit before income tax %Pﬁ HAl (B8) & H (19,052) 115,513 96,461
Income tax charge BRI - (48,428) (48,428)
(Loss) profit for the period RERE (B8E) &7 (19,052) 67,085 48,033
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5, FINANCE COSTS 5. % EH
Continuing Discontinued
operations operations Consolidated
Six months ended Six months ended Six months ended
September 30, September 30, September 30,
BEEB FEEEK mE
BEANAZ+tHLEAREA BEAA=+tHLEREA BEALA=ZtTHLEAREA
2006 2005 2006 2005 2006 2005
HK$’000 HK$'000 HK$000 HK$’'000 HK$°000 HK$'000
ZEERE —TTHF ZZETRE —TTHF ZEERF —TTIHF
FET FET FET FHET FET FET
Interest on: THEBEZFE:
Borrowings &% 27,219 21,259 667 2,881 27,886 24,140
Convertible loan notes ARBRERRE 11,667 - - - 11,667 -
38,886 21,259 667 2,881 39,553 24,140
6. INCOME TAX CREDIT 6. FBHiEE
Continuing Discontinued
operations operations Consolidated
Six months ended Six months ended Six months ended
September 30, September 30, September 30,
BEEB FIEEEK mE
BZNA=THLEXEAE BENB=tHLEAEARA BEAR=THLEAEAR
2006 2005 2006 2005 2006 2005
HK$’000 HK$'000 HK$000 HK$’'000 HK$°000 HK$'000
ZEERF ZTTHF ZTERF —TTRF ZZBEXRE —ZTTHF
FET FET FET FHET FET FET
The credit (charge) comprises: e (i) BfE:
Profit tax: M
Hong Kong Profits Tax BAEFEH (125) - - - (125) =
Overseas BN 1,083 - - (51,926) 1,083 (51,926)
Deferred tax: ERERIA:
Current period credit AEREE R 13 - 26,235 3,498 26,248 3,498
971 - 26,235 (48,428) 27,206 (48,428)

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

No provision for Hong Kong Profits Tax was made for the period
ended September 30, 2005 as the assessable profit of subsidiaries
operated in Hong Kong was wholly absorbed by tax losses brought

forward.
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7. PROFIT FOR THE PERIOD 7. HA A g A
Continuing Discontinued
operations operations

Six months ended
September 30,

Si

September 30,

Consolidated
X months ended Six months ended

September 30,

FEEY FHEXEK A
BEANA=+tHLEAERA BEALA=+HLEREARA BHEAA=tHLAEA
2006 2005 2006 2005 2006 2005
HK$’000 HK$'000 HK$’000 HK$’000 HK$’000 HK$000
_77/\¢ —ZETRF —7q/\iﬁ :§§£$ ——\'7/\$ :2§ﬁ$
FET FET FET FET FET FHAT
Profit for the period has been arrived 7% H7 f3% I E 1B
at after charging (crediting): (FtA) AT &I8:
Allowance for (written back of) bad RIFREE (E#)
and doubtful debts 6,479 2,261 11,878 (593) 18,357 1,668
Amortization of trademark EEEREPEYL S §
licenses and patent (included in (BREETHEAZA)
administrative expenses) - - - 403 - 403
Impairment loss on goodwill (Note) EIERERBE (M) 6,621 = - = 6,621 =
Depreciation and amortization of ME BEREZEZ
property, plant and equipment WEREH 4,607 1,321 1,023 5,145 5,630 6,466
Share of income tax of associates FE{R B & AR TSR
(included in share of results of (BIEEEGRE
associates) ARIEEN) 1,850 1,029 = 1,850 1,029
Exchange (gain) losses HOE (Yz) B8 (7,742) 2,913 (5,133) 8,798 (12,875) 11,711
Interest income N ON (59,069) (20,066) 67) (670) (59,136) (20,736)
Net realized gain on investments RIEEEREABEER
held for trading: a5 58 :
Proceed on sale of investments HEREBEZMBHRE
(included in turnover) (BREEEEENR) (79,487)  (113,935) - = (79,487)  (113,935)
Less: Cost of securities sold B BEEFRA
(included in cost of sales) (REEHEREAR) 77,041 92,347 - - 77,041 92,347
(2,446) (21,588) - - (2,446) (21,588)
Note:  The impairment loss on goodwill represent full amount of goodwill Biat: 7 EOR(E & 1B 18 1 B £ & E IS Rapid

arising on acquisition of Rapid Growth Limited in prior years, a
subsidiary engaged in the business of property investment.

Growth Limited 4 2 & # 7 & * Rapid
Growth Limited B — R B EREED
ZHBAR
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8. DISTRIBUTIONS 8. 7K
2006 2005
HK$’000 HK$’000
—TEERE —TETRF
FET FE&ET
Final, paid — HK6 cents per share RKE BN —ZFTRF

for 2006, with a scrip option =g (TL?‘%MJ&R £)
(2005: HK6 cents per share) (ZZ TR F :FReBMW) 15,027 13,418
The directors have resolved to declare an interim dividend of HK5 EEZATRTPHRESRRS5BM (7

BEUABRKLR) (Z2 £¢ BGR&R 448 7]
BEUERE) PTR=ZZFLtF—A+AH

cents per share in cash with scrip option (2005: HK4 cents with
scrip option) should be paid to shareholders of the Company whose

names appear on the Register of Members of the Company on
January 16, 2007.

On July 28, 2006, a dividend of HK6 cents per share was declared
to shareholders as a final dividend for the year ended March 31,
2006, amounting to HK$15,027,000.

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

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

BIRAR TH&?%H}J:Z$ AR -

RZZBZERFLA-+N\R ARFARER
FIRBEFREEIN EFABRE_TTREF=
A=+t—-BLFEZRHRE 28 H
15,027,000/ 7t °

R-ZFZAFELA-+T=R ARRAAKRK
EREESREE (FREE_FTRE=
A=t - BLEFREZRHBBRE @R
13,418,000/ 7T °

ER—ZZRFRER-_ZTRFRARR
REREREODRE -ZERS RRHKS
W

2006 2005
HK$’000 HK$’000
—EERE —ZTTRF
FET F&T
Dividend &% 2
— Cash —/E 7,758 13,418
— Share alternative — & fniEE 7,269 =

15,027 13,418
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For the six months ended September 30, 2006

9. EARNINGS (LOSS) PER SHARE

(i)

From continuing and discontinued operations

The calculation of the basic and diluted earnings per share
is from continuing and discontinued operations based on

the following data:

BE—ZSEANFAA=ZTHIEAER
9.

BRERN (FHE)

(i)

KB RERS MR AR

REFBEBRFEFEEB 2ER
BEARREERF T ER AT B8R ET
Six months ended
September 30,

BENA=+HILEAEAR

2006 2005
HK$’000 HK$’000
—EERE —ETERF
FET FHET
Earnings: aw:
Earnings for the period attributable AL EERERNAF 2
to equity holders of the Company AR RIBEAIFH A
for the purpose of basic earnings FE G AN HA RS & R
per share 491,398 16,388
Interest on convertible loan notes A HIREREE 2 & 11,667 N/AA & A
Earnings for the period attributable A IAFEZR#EBERHF 2
to equity holders of the RARBRAEFEE A
Company for the purpose of FE G 2N HA S & )
diluted earnings per share 503,065 16,388
2006 2005
‘000 ‘000
—EERE —TTRF
Fhig FiR
Number of shares: RHDEE :
Weighted average number of RBUAESREARRF 2
ordinary shares for the purpose I 5/ A% 0 4 1 8K
of basic earnings per share 243,455 223,628
Effect of dilutive potential BETBER B ETE
ordinary shares
— Share options — BB AR A 1,741 20,311
— Convertible loan notes — A RBRERRIR 85,664 N/AZR i F
Weighted average number of RUTESREEAENZ
ordinary shares for the purpose I3 A% N4 19
of diluted earnings per share 330,860 243,939
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For the six months ended September 30, 2006 #HZ=-ZFZF
9. EARNINGS (LOSS) PER SHARE (Continued)
(ii) From continuing operations
The calculation of the basic earnings per share from

continuing operations attributable to equity holders of the
Company for the period is based on the following data:

NENAZTHIEANEA

9.

BREF (FHE) (&)
(ii) REFEER

AHEARRBBRARFEARIGRE
REEBZBRERNREERNTY
ERUATHEE:

Six months ended
September 30,
BERA=+HLEARER

2006 2005
HK$’000 HK$’000
—EERE —ZTRF
FETT FA&T
Earnings (loss): AH (EE) :
Profit for the period attributable RATRBREFER A
to equity holders of the Company  J& 1 7 HA s % Fl 491,398 16,388
Less: Profit for the period from BARBRAES ARMGRE
discontinued operation IENF B 2 AN EE R F
attributable to equity holders (Kt#E29)
of the Company (Note 29) (626,636) (30,322)
Loss for the purpose of basic ARGTERERFEET 2
earnings per share from BREXRBRNZEAR
continuing operations (135,238) (13,934)

No diluted earnings per share has been presented as the
exercise of share options and the conversion of convertible
loan notes would result in a decrease in loss per share
from continuing operations.

The denominators used are the same as those for
continuing and discontinued operations.

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

10. INTERESTS IN ASSOCIATES

As explained in note 2, the Group’s interest in CSHL were reduced
to 14% and CSHL ceased to be an associate of the Group upon
the completion of the CSHL Disposal and CSHL Reorganization.
Accordingly, carrying value of HK$21,643,000 was transferred to
available-for-sale investments. In additions, interests in associates
of HK$461,113,000 were acquired through the acquisition of GDI
Group as described in note 30.

10.

AREREZITERALBRERE
BHRBERFEEE 2BRE
BRL ALY EZINERESTR
F o

FTERA 2 » B8R E XAt st B 58
EBEEREERBAEAERR-

HRA BB ERRBRTZAABRERELR
BEYE W EXAERFABBELBLER.

A TR AEER TR TR E
14%  MATEKRRLESERPREARE
PRITBAAEEZBE DNE AL
21,643,000 T2 (REEC E B A0 (HiHE
& o th A BB & R B 25461,113,000/%8
JT B a0 Y 5 306 it i35 4B Uk BE B 5E 5 B M ik
fE o
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11.

12.

BEEANFNA=1HIESEA

CONVERTIBLE NOTE FROM AN ASSOCIATE/CONVERSION 11. —EBELARZARBRER —EBE D
OPTIONS EMBEDDED IN CONVERTIBLE NOTE FROM AN RZARBREEPRE 2T LIBRE
ASSOCIATE
The convertible note is held by China Enterprises Limited (“CEL”, % 7] 5, #2 Z 3% B China Enterprises Limited
a non wholly-owned subsidiary under GDI), which became a ([CEL] BB HE2EMBAR) IFE -
subsidiary of the Group pursuant to acquisition of the GDI Group. CELAWEHESRKARNEBR ZHEA
e
During the period, CEL entered into an agreement to subscribe a HAA) - CELEL X &k (3% %) B PR A 7] (CEL
convertible note with an aggregate principal amount of BH204% w2 WEB AR F2a] B MK
HK$300,000,000 from Wing On Travel (Holdings) Limited (“Wing Z R A € #58300,000,000/8 7T 2 7] K12
On CN”), a 20.4% associate of CEL). The Wing On CN carries ZR(KREAHBRER]) oKL A HIRER
interest at 2% per annum and will mature on June 7, 2011. The NEBEBRESE RZE—FA+HT
initial conversion price is HK$0.79 per share (subject to B PR BEARSROOTIET (A TH
adjustments). Unless previously converted or lapsed by Wing On B) cBRIFLATHKTIREE (JER) BRA A
Travel (Holdings) Limited, Wing On Travel (Holdings) Limited will BRI DRk EZRE (R BRA
redeem the Wing On CN on June 7, 2011 at the redemption Hﬂm_T**E/\HtH&HEﬁ(‘ﬁiﬂa
amount which is 110% of the principal amount of the outstanding ZKEAHBREBEASTEI10% 2 BERERE
Wing On CN. Bk LA HIRERK-
The Group has measured the Wing On CN in accordance with AREBERBEBGTEEIORGTEKR
HKAS 39. The debt element of the Wing On CN were measured AHBBER - KL RBER 2EBHLA T
initially at fair value and subsequently at amortized cost and P ARFEEEG = H1% B LA H AN
classified as convertible note from an associate on the condensed EVTREEABRER %Hﬁ?%@ﬂz—fﬁu
consolidated balance sheet. The conversion option element of Wing BB KL LB ER Al L RE S
On CN were measured initially and subsequently at fair value in RIEBEB SRR EI95 M F R EBUA ¥
accordance HKAS 39 and classified as conversion options BEMFE UHEEABE QAR 2 LREIR
embedded in convertible note from an associate. During the period, FREZ AR BE-BN Al SRS A F
a decrease in fair value of HK$19,113,000 for conversion option B{ER 419,113,000/ 7T B RS FA 4R & W 25
element were recognized in the condensed consolidated income RIER-
statement.
AVAILABLE-FOR-SALE INVESTMENTS 12. AAEERE
September 30, March 31,
2006 2006
Notes HK$’000 HK$’000
—EERE —EERF
hA=+H =A=+—8H
023 FETT FEIT
Listed equity securities A E (i) 207,595 19,681
Unlisted equity securities Ik ETMRAE (ii) 68,699 73,500
Unlisted debt securities FELETEBE (iif) 646,429 514,364
922,723 607,545
Analysed for reporting purposes as: 5t 2 B &9 M E 5 47
Current assets MEBEE - 73,500
Non-current assets ERBEE 922,723 534,045
922,723 607,545
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12.

AVAILABLE-FOR-SALE INVESTMENTS (Continued)
Notes:

(i) During the period, carrying value of listed equity securities of
HK$30,047,000 were acquired through the acquisition of GDI
Group. As a result of the disposal of the 15.3% interest in CSHL
upon the completion of CSHL Reorganization set out in note 2,
additions of HK$21,643,000 transferred from interests in associates
to available-for-sale investments. The Group also converted the
debt element of convertible notes included in unlisted debt
securities amounted to HK$92,367,000 and conversion options
embedded in convertible notes amounted to HK$63,008,000 into
listed equity securities. Additions of listed equity securities
amounted to HK$81,900,000 were also acquired by the Group.

(ii) The Group disposed of carrying value of HK$73,500,000 unlisted
equity securities for a consideration of HK$73,500,000 and there
was no gain or loss from such disposal. In additions, carrying
value of HK$68,699,000 were acquired through the acquisition of
GDI Group.

(iii) During the period, the Group has subscribed two convertible notes
with principal amount of HK$270,000,000 from Macau Prime
Properties Holdings Limited (“Macau Prime CN”) and
HK$19,000,000 from Asia Standard International Limited (“Asia
Standard CN”). All these companies are public limited companies
with their shares listed on the Stock Exchange.

The debt element of Macau Prime CN and debt element of Asia
Standard CN amounted to HK$202,069,000 and HK$17,008,000
respectively were measured at fair value at initial recognition. The
conversion option element of Macau Prime CN and Asia Standard
CN were measured at fair value in accordance HKAS 39 and
classified as conversion options embedded in convertible notes,
details of which are set out in note 17.

Fair value of HK$92,367,000 debt element of convertible notes
were transferred to listed equity securities upon the conversion of
convertible notes.

During the period, a net loss arising on change in fair value of
approximately HK$103,952,000 for the available-for-sale
investments which were recognized in investment revaluation
reserve, representing the loss on fair value change of
HK$86,083,000 for listed equity securities and the loss on fair
value change of HK$17,869,000 for unlisted debt securities. A
cumulative loss of HK$13,120,000 on fair value of listed equity
securities was removed from reserve and recognized as impairment
loss in the condensed consolidated income statement during the
period while an additional impairment loss of HK$14,968,000 was
directly recognized in the condensed consolidated income
statement.

OTHER ASSET

Other asset with carrying value of HK$229,288,000 were acquired
through the acquisition of GDI Group.

The amount represented a land development project of Tk /& T B
5 2 E 2 E located in Long Shan Development Area, Doumen
District, Zhuhai City. The Group has made a payment
HK$229,288,000 to PRC government in return for the exclusive
development right to the project and the right to obtain the land
for the development. The Group is also entitled to sell these rights
to other investors at consideration to be agreed among themselves.

BEEANFNA=Z1THIESEA
12.

13.

AHEHERE (&)
ff it -

i) HA A - B Lt B ¥ 52 £ [ 1 %% 15 30,047,000
B2 RN E S AR EE - B A HT EE2
Fﬁ%zzqﬂaﬁéiﬁnﬁxfétﬂﬁﬁ“h%z
15.3%#E 25 * 21,643,000/ T Z E MNE T
HBE R ERER R HEERE K
E@ﬁmﬁaﬁimﬁ‘% BHHRETE A] H iR
Z g 2 &R E 5 92,367,000/ 7T & 7] K #
E IR NTE 2 A K 3R 26 563,008,000
TAEETRAZES AEERDKE LT
% 78 7% % 2 #8 %8 81,900,0007 It ©

(ii) ANEEH & REE73,500,0007 T2 3E E
™A% A& % % - K {8 A 73,500,0007% 7T - it
BEETEAB - HIIN ARBEHEEE
i 7 13 8% 1@ {5.68,699,0007% JT °

(iii) B AEBRMERMEEBERA
7] 3R 8 7K £ %8270,000,0007 7T 2 7] &, #
ZR(DRMFERATERER]) RAZE
EBRERAR([REANLAER]) RE
N4 %819,000,000/8 7L 2 A H iR =K - LA
ERBRHBARER AR BRRMD R R
Ee
BPAERAALBER2ELE DD
202,069,000/ 7t K2 8] LR EH 2 &
ﬁ“*lz 517,008,000 7T B R ¥ 5 HER B 1R

AP EEE R Fﬁﬁ&%’%‘m?@ﬂf&é
A H IR 2 ] KRR S IR RS
@%ﬂ‘@d@a%ﬁ%@l%ﬁﬁ%ﬁﬁﬁ%iﬁ
B RBRERBRE AR AE FER
FIFAHT 17
8R M {& /92,367,000 7T 2 A] AR Z K&
BHEACRERALBRERREEE Fh
f& AN 3% % o

A AHEEREZATEEEDMEL

21835 4103,952,0008 TE R IRE E

HREEGEER AHSBEALTRAZSRZA

BB % &) E51586,083,000/8 7t M IE LT {E

BEEFEZAFEEEEEIE17,869,000%

TLoHA ETRAFSR 2 AL EBEREEIE

13 120 ooo,%ruEQ EET SRR WA R

ERmRTPTERABRBEEBRE M

14 968 oooﬁénzgﬁﬁl\ﬂﬁfé’ﬂéﬁaﬁ%ﬁé%

B4R & W s = P HERR

Hib&EE

R B /229,288,000 7T 2 E b & E F I
BRHESEMES-

ZELBA—TBEMNKETIFEELERE
BrHAEMRELSXEXELHMBERER -
ZEBHEEKEMELIXEEEZESH
BERE - AEBERAPBEKFTZN
229,288,000/8 7L LAESZIEE 2 E B
R RIS Z I MERER S 2R ARE
ERERZRESHE 2 RERLSEERHE
FTHEHMEEE-
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13.

14.

19,

OTHER ASSET (Continued)

The directors has assessed the carrying value of the Other Asset
with reference to the valuation performed by an independent valuer
on an open market value basis and no impairment loss is identified.

DEPOSITS PAID FOR ACQUISITION OF SUBSIDIARIES

In June, 2006, the Group entered into an agreement to acquire
100% equity interest in Goal Wisdom Limited at a consideration of
HK$50,000,000. Goal Wisdom Limited is an investment holding
company with its subsidiary engaging in business of catering and
entertainment operations and related management. The acquisition
has not yet completed at the date of this report due to certain
conditions not yet fulfiled by the vendor including the land use
right related to a piece of land located in the PRC to be obtained
by the subsidiary of Goal Wisdom Limited.

PAYMENTS FOR ACQUISITION OF INTEREST IN PROPERTIES

Payments for acquisition of interest in properties with carrying
value of HK$57,149,000 were acquired through the acquisition of
GDI Group.

The amount represented initial payments incurred in connection
with the acquisition of properties interest located in Shanghai,
PRC.

The GDI Group entered into a conditional agreement with a third
party to acquire the interest in properties in a parcel of land
situated in Shanghai, PRC and the 24-storey building being
erected upon the land together with 2 levels of underground
carparks for a consideration of RMB450,000,000 (approximately
HK$424,528,000). An initial payment of RMB58,000,000
(approximately HK$57,149,000) was paid to the vendor pursuant
to the conditional agreement.

However, the conditions stated in the agreement cannot be fulfilled
by the vendor and the GDI Group commenced legal proceeding’s
against the vender. On June 22, 2006, the People’s High Court of
Shanghai City ruled the case in favour of the GDI Group and
demanded the vendor to continue fulfilling its obligations under
the agreement.

During the period, the directors of the Company were also in
discussion with the vendor for settlement of the matters; however,
there was no assurance that such matters could be resolved and
settled with the vendor eventually. The directors of the Company
consulted the Group’s legal counsel, and decided to proceed with
the acquisition of the properties and were of the view that the
carrying amount of deposit was not less than its recoverable
amount regardless of the successful acquisition or not.

NEANAZ=ZTHIEANEA
13.

14.

19

HitvEE ()

BEC2BBUGEMEARTSEEREE
FrEz EMEMEE 2 REE  WEFZ
B H BB RS 18 -

WEMB AR MTziZe

AREBR —ZZTNFNAER HizlkEGoal
Wisdom LimitedZ 2 & Az RE A
50,000,000/ 7t » Goal Wisdom Limited & #%
BIERAR EWNBARINERRRRER
HEEREER - BHEARESAH BREA
RERE T KM B35 H B Goal Wisdom
Limitedz I B 2 R TEE — R Bl 2
Tz LHb AR IR TR MR TR o

W BB W) SE R A AT Y 2 TR

BRE{E57,149,0008 Tt 2 SR BB M 25 2
NREREEEEEMES-

ZERRUBBURNTE LB 2 MEERTY
Ko 2 PR

BREEEBYE=7EF &G HE A
W — R B Ee s T R R —
E_tHESBTEMEHERES KE
A AN R #450,000,0007T (#7424,528,0007#
JL) & # 3 A A R % 58,000,0007T (4

57,149,000/ t) EREBEHKHERENL TE
;‘7—0

AW B RBEERK AR AT 51 2 6 A - T BT AE
SEERKMBE T RREZEZREF - R-ZZ
NERNRAZ+=R LiEmaRARER
HESEBH Y2 RESTEERITERZ
WETZEME

BN ARAEETHZEEFEEE AN
AR ERERERKEEERE T RARZ
FEEH-AR T§$uuu@$‘§l2/féﬁﬁf'ﬁ
I/%E%iﬂw%%% B R ER BT
HE e ZREABETRTE JECET@HSZE
B
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16.

17.

NENAZTHIEANEA

TRADE AND OTHER RECEIVABLES 16. EZREMEKRRIE
Included within trade and other receivables is a trade debtor = &G \1%7%%(2 657,000/
balance of HK$2,657,000 (3.31.2006: HK$656,670,000 of which TR ESGREBEEG (ZEERF=A=
HK$636,587,000 was included in assets classified as held for +—H :656,670,0007% 7t - E #636,587,000
sale). The Group allows an average credit period of one to two BLEEENEAREHEHEEEN) - A&E
months to its trade customers. MEBSEFRERETH—EMEAATEZE
B
The following is an aged analysis of trade debtors at the reporting RBEBBHZERE S RBERESTWT:
date:
September 30, March 31,
2006 2006
HK$’000 HK$’000
—EEXRE —EEXRF
hB=+H =R=+—H
FET FA&T
Not yet due K EH 806 573,862
Overdue within one month BER DR —1(E A 15 66,333
Overdue between one to two months BH—Z=MWE A 237 2,266
Overdue more than two months 1 HA B 3B W (& A 1,599 14,209
2,657 656,670
CONVERSION OPTIONS EMBEDDED IN CONVERTIBLE NOTES 17. A RBEERRNTE AL BRE

Conversion options embedded in convertible notes represented
the conversion option element of certain convertible notes
subscribed by the Group and are measured at fair value. The debt
element of those convertible notes are classified under available-
for-sale investment.

As explained in note 12, the Group had subscribed Macau Prime
CN and Asia Standard CN and the related conversion option
element of the Macau Prime CN and Asia Standard CN were
measured at fair value using the Black-Scholes model. During the
period, an amount of HK$70,699,000 were recognized as
conversion options embedded in convertible notes upon the
subscription of Macau Prime CN and Asia Standard CN which are
measured at fair value at initial recognition. Conversion options
embedded in convertibles notes with carrying value of
HK$63,008,000 were released upon the conversion of convertible
notes. The Group also recognized a decrease in fair value changes
of approximately HK$185,111,000.

AR ER S NE 2 A LR B R E R A
ZETARBMER A LBEED LAR
FEEFE - ZSEALBRREZEBH LD H
BRI HEERERT -

B 1A R AN EE RIERPIH R
AIRBERRZEAEBEE MRBMAESR
A R RE R A IR 2 R ] KR
FEEB 9 ¥91%Black-Scholests = LA A T & & 5t
E-#R AH70,699,000 T2 LA NR
RPN S RER RS B ERE
R AR LIBEE R RNIEZ A EIRE R
THABEDEAFEEGFE2-REE
63,008,000/ 7C 2 7] KR EIE R NE 2 7] K,
A BE 5 A A] 3 B AR T AR B o AN £E [ N A
RAFEBEZB) R 4185,111,0007% 7T °
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18.

19.

20.

21.

CONVERTIBLE NOTES DESIGNATED AT FAIR VALUE
THROUGH PROFIT OR LOSS

During the period, the Group subscribed another two convertible
notes with principal amount of HK$50,000,000 from Mei Ah
Enterprises Group Limited and HK$50,000,000 from Golden
Harvest Entertainment (Holdings) Limited. Both Mei Ah Enterprises
Group Limited and Golden Harvest Entertainment (Holdings) Limited
are listed on the Stock Exchange. The Group designated them as
financial assets at fair value through profit or loss. During the
period, a gain of HK$5,579,000 arising from changes in fair value
were recognized in the condensed consolidated income statement.

SHORT-TERM LOAN RECEIVABLES

The amounts carry interest at Hong Kong Prime Rate plus 2% to
3% per annum and repayable on demand or within one year.
Except for an amount of HK$69,913,000 are secured, an remaining
balances are unsecured.

SHORT-TERM LOAN RECEIVABLES FROM RELATED
COMPANIES

The amounts are unsecured, bear interest at Hong Kong Prime
Rate plus 2% to 3% per annum and repayable on demand or
within one year.

The amount as at March 31, 2006 represented the advance to
Wing On Travel (Holdings) Limited and its subsidiaries (“Wing On
Group”, an associate of CEL). During the period, the Group made
additional advances of HK$86,798,000 to Wing On Group and
received repayment of HK$230,865,000 from Wing On Group. The
amount of HK$15,492,000 were reclassified to loans to associates
when Wing On Group became an associate of the Group through
the acquisition of the GDI Group. In additions, the Group also
made advances of HK$30,485,000 to its related companies during
the period.

LOANS TO ASSOCIATES
The amounts are unsecured, bear interest at Hong Kong Prime

Rate plus 2% to 3% per annum and repayable on demand or
within one year.

NEANAZ=ZTHIEANEA
18.

19.

20.

21.

2 (185 AR 0 0 3 R R I I B
2 15

“§

R AREBREGSREENEEGR AR
RERIREELE (£@) BRAA D RIRE
N4 F8 3% 50,000,0007% 7T 550,000,000 7T
ZRNARBER - ERREENEEFR
RAIRERRELEX (SE)BARAFNYA
R EmzRAal - AEEKZER H R
ZESEAEATEEIERIEBSEANRE
BrHBEE-PN AFEEEIMELY
5,579,000/ Tz B R SRR 4R & Wz R
ﬁEFUL

e W 55 5 & K

ZEETREBRERNERNEE2EEIE
AR T EARERIRN—FREE-BRAEHY
69,913,000/ T A E AN sh R B EE A

BHREBRELAR 2EHER

ZeBBERE REEREEINNENFE
2EZEJEF B WEKRERKSEN— ¢Wi§f

RZZEERXFZA=+—RAZEHEARK

ZhREE (AR BRA T&EW%“T(W
ZEB | CELZHE NR) 2B KA K
& B 58 51 Aok 2 5 [E 24 37.86,798,00078 7T
I i ok & & B W BR 230,865,000/ T 2 B °
KEEBEWEREEE MK ANEE 25
M"ﬂ@% B#15,492, oooﬁéEZ%%ﬁai

5% ;‘Ez%ﬂéﬁ%“TZE ot AN ARA

Dﬁﬁﬁé,ﬁﬁmrﬂfﬁﬁﬁa T§§80,485,000;%
ﬁo
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22.

23

24.

BE—ZEANFAA=THIEAEA

ASSETS CLASSIFIED AS HELD FOR SALE/LIABILITIES 22. DEABEHEEE DEAREHEE
DIRECTLY ASSOCIATED WITH ASSETS CLASSIFIED AS HELD EZEEHARBER
FOR SALE
As explained in note 2, the assets and liabilities related to Disposed WA 2R BE ST NF=A=1
Business were classified as assets classified as held for sale and —BLEFE RIVLERBRE EELEE
liabilities directly associated with assets classified as held for sale B AERBBEEDHRBIEHEEERR
respectively upon the Disposal Agreement entered into during the EHEEAECEEEBAEE:.
year ended March 31, 2006.
TRADE AND OTHER PAYABLES 23. B REMESTIE
Included within trade and other payables is a trade creditor balance BEZREMENRECREESGEH &%
of HK$33,384,000 (3.31.2006: HK$476,974,000 of which 33,384,000 7 (CEEAE=A=+—0"
HK$405,439,000 was included in liabilities directly associated with 476,974,000/% 7T * H # 405,439,0007% 7T &
assets classified as held for sale). REREHEEEZERABEEBERN) -
The following is an aged analysis of trade creditors at the reporting RBERH BHEHZRETWT
date:
September 30, March 31,
2006 2006
HK$’000 HK$’000
—EEZRE —EEX
hB=+8 =A=+—H”
FETT FET
Not yet due REIH 167 380,210
Overdue within one month wER DR —1(E A 10,612 75,260
Overdue between one to two months BE—ZMEA 279 11,467
Overdue more than two months 161 B 8 8 W {8 A 22,326 10,037
33,384 476,974
BORROWINGS 24. &R

During the period, the Group obtained additional bank and other
loans of approximately HK$65,064,000 which bear interest at
prevailing market rates ranging from 9.75% to 10% and repayable
from 2007 to 2009. The Group also repaid bank and other loans
of approximately HK$311,465,000. Except for bank loan of
HK$86,025,000 are repayable after one year, all remaining balances
are repayable on demand or within one year.

Borrowings included loan payables of HK$403,095,000 (3.31.2006:
HK$562,064,000) due to substantial shareholders and its
associates of the Company, which are unsecured, bear interest at
prevailing market rates and repayable an demand or within one
year.

B A £ E S A 2 465,064,000/ 7T 2
BIMRITREMEF EEERBYIRERT
BRHRNFO75EEI10EF S FER-Z
THFE_TTNFHEEE - ANEENE
B #9311,465,000/8 7T 2 SR1T R E M E 3Kk
86,025,000 TIRITEREAN —FREE
INFTBEBERIRERIR —FRNEER-

EREREENAARNEEREREBE AL
Z B 50403,095,0008 L (ZEZEF=A=
+—H :562,064,000& 7T) ' 2 SN EAE
WA IRBITM B AL B RIRE KR —
FREE-
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25,

26.

CONVERTIBLE LOAN NOTES 25. TARBRERER
During the period, the Company issued convertible loan notes of HA ARARRKBEEESEMRT
HK$770,973,000 through the acquisition of GDI Group. The fair 770,973,000 LAl KRB R EEZ-B &S
value of the liability component at date of issue is HK$627,636,000. RETE H 2 A TF{EEA627,636,000% 7T
The convertible loan notes carry interest at 2% per annum and will A RBRERERIERFE2EFE IR =T —
be matured on June 15, 2011. The convertible loan notes are —FRNATHEBEH A LBRERERUE
denominated in Hong Kong dollars. The initial conversion price is TEE- YT HRRERTROE L WA T
HK$9 per share and subject to anti-dilutive adjustments. The B-BEHDCERFRNERE65E-
effective interest rate of the liability component is 6.5% per annum.
Unless previously converted by the convertible note holder, the RIFAHMEBFEALNLE TAAR
Company will redeem the convertible loan notes on the maturity AR EHARERRITEITLRER 2K
date at the principal amount of the convertible notes then CHBERELRERERE-
outstanding.
The fair value of the liability component of the convertible note ERNAELBRER 2 BESS AT EEEEMR
payable, determined based on the present value of the estimated BERAERAE - ERATFEAENREREE
future cash outflows discounted at the effective interest rates of AEBRFANE6LEMB ZEFTRKAS
6.5% per annum at the balance sheet date, approximate their MHEIREEE-
corresponding carrying amount.
During the period, loan notes of HK$228,952 were converted into BN 228,9528 Ly EREBREB R AR
25,439 ordinary shares of HK$0.01 each of the Company. A FARMEEO0.017 T 2 25,439/ E @ A% -
SHARE CAPITAL 26. BAE
Number of share Share capital
HK$’000
B ER B A<
FHE T
Ordinary shares of HK$0.01 each SREE0.01E T B
At April 1, 2006 RZZEZTFMNA—H 237,253,402 2,372
Issued of shares of shares for the R EHEEE
acquisition of GDI Group (Note 2 and 30)  R% {3 217D (Kf:#2%30) 9,926,228 99
Issue of shares upon scrip dividend AR X B R B AT IR 1D 2,097,260 21
Issue of shares upon exercise TR R AR BT AR (D
of share options 3,250,000 88
Conversion of convertible notes (Note 25) XAl iR =4 (ff:125) 25,439 -
At September 30, 2006 RZZEERNFLA=1H 252,552,329 2,525
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PLEDGE OF ASSETS 27. EEEKHA
At the balance sheet date, the following assets were pledged by REER AEBETIEEERRITRE
the Group to secure banking and other financing facilities: b & = E 2 HH
September 30, March 31,
2006 2006
HK$’000 HK$’000
—ETRE —ETERF
AB=+H =A=+—H
FET FET
Listed securities of associates BENFlZ EMES 88,537 270,558
Land and buildings T R EF - 12,648
Investment properties ®E 142,000 133,000
Available-for-sale investments AEEERE - 505,294
Investments held for trading BIEEBERE 4,924 231,069
Bank deposits RITTFE X - 19,966
235,461 1,172,535
Assets classified as held for sale DEARFELEEE - 257,368
235,461 1,429,903
DISPOSAL OF SUBSIDIARIES 28. HEMB AR
During the period, the Group disposed of its entire interest in A AEBERE187E T i & E R Hanny
Hanny Strategic Limited and Better Gain Investments Limited at a Strategic Limited }2 Better Gain Investments
consideration of HK$18. The net assets of disposed subsidiaries LimitedZ 22 - REEHE EHEK
at the date of disposal were as follows: BARIZEEFENT:
HK$’000
FET
Net assets disposed of BEHEEETE 609
Loss on disposal HEEE (609)
Total consideration satisfied by cash LB eI Nz RRE =
Net cash inflow (outflow) arising HEELEZRESRA ORD) F8E:
on disposal:
Cash consideration ReKE =
Bank balances and cash disposal of HEZRTEFRES (3)
(3)
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29. DISCONTINUED OPERATIONS
Discontinued Operations

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

The results of the trading of computer related products under
“Memorex®” and trading of consumer electronic product business
for the period from April 1, 2006 to the date of disposal together
with comparative figures were as follows:

NEAR=THIEANEAR
29.

FFHEER
FEFBEEY

AN BT FE2FT B A - 7 A 4 F8 & [Memorex®)
ZEMEHERB I CEB I EREEE T
ERBSEDEAEFEEL-

H_ZETRFHEA-AEL A HIE8RE
[Memorex®] 2 EfHEBERE S MHESE
FERBESZXBEERLBEFHT:

1.4.2006 1.4.2005
to to
28.4.2006 30.9.2005
HK$’000 HK$’000
—EEREF —TTRF
MA—H MA—HA
I——\'—\'/\ﬂi ?::ggiﬁz
mMA=+NH hA=+H
FET FAET
Revenue A 289,253 2,644,892
Cost of sales $HE KA (270,047) (1,957,137)
Other revenue HA A 7,825 4,667
Distribution costs 2 88 PR A (89,370) (394,238)
Administrative expenses TERAX (9,874) (79,790)
Finance costs %5 E R (667) (2,881)
(Loss) profit before tax B AT (B18) & F (72,880) 115,513
Income tax credit (expense) FERER (L) 26,235 (48,428)
(Loss) profit for the period NEAME (B1R) & F (46,645) 67,085
Add: Gain on disposal of e B S EH 2 s
Disposed Business 1,527,167 -
1,480,522 67,085
Attributable to: JEAh
Equity holders of the Company KATBRAEAFAE A 626,636 30,322
Minority interests 85 A% BR 25 853,886 36,763
1,480,522 67,085
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29.

DISCONTINUED OPERATIONS (Continued)

Discontinued Operations (Continued)

The net assets of Disposed Business at the date of disposal were

BEEANFNA=Z1THIESEA

29.  EFEEL (&)
FRHEET (B)
RHEERH HEXBZ2EEFENT:

as follows:
April 28,
2006
HK$ 000
—EERE
mA=+N\H
FA&T
Net assets disposed of EHEEETFE 529,696
Attributable goodwill R E 167,908
697,604
Exchange reserve realized B IR I 5 (26,912)
Gain on disposal of Disposed Business HELEEB 2= 1,527,167
Total consideration BRA(E 2,197,859
Satisfied by: XfRAR:

Cash (US$269,237,000)

Amount held under escrow account
(US$33,000,000)

Earnout amount (US$5,000,000)

Withholding tax (US$1,500,000)

Expenses incurred for disposal

Total consideration (Note)

Net cash inflow (outflow) arising
on disposal:

Cash consideration
Expenses incurred for disposal
Bank balances and cash disposal of

{4 (269,237,000% 7T )
BRIEFXERFFHA © % (33,000,000% 7T)

%8 5N4 %8 (5,000,000 7T)
FE 4% (1,500,000 7T)
HEELEZHY

BB (Ha)
HEEEZRERA ORH) F8H:

2,088,442

256,615
38,795
(11,638)

(174,355)

2,197,859

Disposed Business did not make any significant contribution to
the cash flows of the Group during the interim period.

Note:

Pursuant to the Disposal Agreement, the aggregate consideration
for the disposal of Disposed Business comprises: (i) an initial
consideration of US$330,000,000 (equivalent to approximately
HK$2,560,470,000); (ii) plus the amount, if any, by which
the net current assets amount on completion date exceeding
US$87,000,000 (equivalent to approximately HK$675,033,000) or
minus the amount, if any, by which the amount of net current
assets amount at completion date fall short of US$87,000,000
(equivalent to approximately HK$675,033,000); and (iii) 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 by the MIl and calculated on an agreed basis set out
in the agreement for each of the twelve-month periods ending
March 31, 2007, March 31, 2008 and March 31, 2009. The earnout
amount shall have a cumulative minimum of US$5,000,000
(equivalent to approximately HK$38,795,000) and a cumulative
maximum of US$45,000,000 (equivalent to approximately
HK$349,155,000). In the event that Imation transfers control of
the business (as defined in the circular dated April 10, 2006) at
any time, prior to April 1, 2009, Imation will pay MIl an amount
equal to whatever would be required to bring the aggregate amount
of earnout payments to US$45,000,000 (equivalent to approximately
HK$349,155,000).

ReKE 2,088,442
HEELECZHAX (174,355)
HEZRITEFREAS (36,543)

1,877,544

HEEBHAKRERFHHM RS REL
EEREANER -

Bt & -

BEHEHZ LEHEEBILERER
& : () ¥) # K {8 330,000,0003 7t (#8557
#72,560,470,000% 7t ) : (i) M 5E K B &
B & EFEE 887,000,000 T (HHE
R #)675,033,0008 7T) 2 £ F 2 7 Iﬁ(ﬂu
ﬁ) T/ﬁkfﬁﬁﬁ%/ﬂh@jﬁ?@@
87,000,000% 7T (FHER 4 675,033,000;‘%
TL) 2 &R FIE (WA ) ¢ K(i) 5 MnEg s
SH BB IEMIEEHERRIZE
FEBFEEEBZARGFE -BE FTER
ﬁﬁﬁau%%u%m Rzt ﬁﬁﬁzmm%

ESHEHE-_TTLF=A=+—H =
??/\iEHEJr*EI&:%;{;?jLiEH
“t+—ALESt—EAHEELE -8
SN %8z RIE A (K 5878 /5,000,000 7T
(FE 7 438,795,000/ L) * T &=
% /B A 45,000,000% 7T (mﬁﬁé
#7349,155,000/% 7T) °fisilmationt’ — T Z
NEM A — B AT RS R 88 R 2 7 2 12
E(EEAN_ZETNEFNA+BRR
FEK) - Bllimationt¥ & MMIZ [ —£ B
B {5 B8 S 5K 48 %8 i $45,000,000% 7T
(1M 49349,155,000/E 7T) 2 FiE £ 58
ZFRE
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29.

DISCONTINUED OPERATIONS (Continued)
Discontinued Operations (Continued)

According to the above terms set out in the Disposal Agreement,
the net consideration of US$283,266,000 (equivalent to
approximately HK$2,197,859,000) is calculated after taking into
the following:

(a) the initial consideration of US$330,000,000 (equivalent to
HK$2,560,470,000);

(o) plus additional consideration of US$1,200,000 (equivalent
to HK$9,311,000) agreed between the Group and Imation
pursuant to the pre-closing agreement dated April 28, 2006;

(c) minus shortfall amount of approximately US$28,963,000
(equivalent to HK$224,724,000) which represented the net
current assets on completion date (based on the figures
extracted from the management accounts of the Disposed
Companies as at April 28, 2006 provided by Imation) falling
short of US$87,000,000 (equivalent to HK$675,033,000);

(d) plus the earnout amount of US$5,000,000 (equivalent to
HK$38,795,000) which represented the minimum earnout
amount as provided in the Disposal Agreement;

(e) minus the estimated withholding tax of US$1,500,000
(equivalent to HK$11,638,000) withheld by Imation
regarding the disposal; and

(f) minus the expenses incurred in connection with the disposal
of approximately HK$174,355,000.

The net consideration calculated above were settled as to
cash of US$269,237,000 (equivalent to approximately
HK$2,088,442,000) upon the completion and as to US$38,000,000
(equivalent to approximately HK$295,410,000) placed by Imation
in an escrow account and earnout amount.

In accordance with the terms of the Disposal Agreement, the Group
is entitled to require an adjudication to the shortfall amount of
US$28,963,000 (equivalent to HK$224,724,000) which is calculated
based on the management account of Disposed Companies as at
April 28, 2006 provided by Imation. Subsequent to the balance
sheet date, the Group initiates the process of the adjudication to
the shortfall amount of US$28,963,000 to Imation and the
consideration amount used in the calculation of the gain on disposal
of Disposed Business may differ if outcomes from adjudication is
finally determined. In the opinion of the directors, the consideration
arrived after taking into the above item (a) to (e) will not significantly
differ from the amount after the conclusion of adjudication.

NEANAZ=ZTHIEANEA
29.

FEEEK (&)

IEIFEETS (&)

BAE E ol &S s BT 2 (& 500 AT A T3
FIA®BEE 2R {85 5283,266,000% 7T
(FHZEM 492,197,859,000/ 7T) :

(a) 1 # X {8 330,000,000 7T (#ER
2,560,470,0005% 7T)

(b) BER-_ZZFMA=_+/\BET
3 2 R E| Rt % - AN E B Kimation [
=1 hnEESMR(E1,200,000% T (8

%£7149,311,000% 7t)

(c) BT 2 58 4928,963,0003 7T (B
1224,724,0007% 7T) + BNSEAK B HAR
)& EFE (RIEREE 8 ImationfTiz
HIZEERTIR-ZZEENFNA =
+TNEBZEBRBEZETE) &
87,000,000% 7t ( # & R
675,033,000/8 70) 22T 28

(d) 2 hNEE & 585,000,000k 7T (M5
738,795,000/ 7T ) + B 1 & &% P
R RIREBINEEB

(e) B Imationt & FIETEIN 2 (A 5T
78 40 B 1,500,000 7T (4 & R
11,638,000 7T) : &

(f) BMEBREHERMEELEZHA XY
174,355,000/ 7T °

% EXEE 2 R{EFHEF269,237,000%
7t (B 1R #72,088,442,0007 7T ) IR 7T 18
LAIR & = £ B 4h38,000,0003 7T (FHER %)
295,410,000/ 7t ) M Imationfz A FE&E R P
REEINGEE-

BRI L& e 2 1650 N5 B A # 3t Imation
REBEHERTIR_ZETENFNA=-+N\R
EIBER A E 2 T R 5828,963,000% 5t (18
£ 18224,724,000/8 70) T B R H R - REH
B 1% - 78 & B 5t Imation 2 7~ 2 5828,963,000
ELREEHERF WRKEHEH EE

AREARRANTELRE HEEB k=R
BeE-FEEREA uf)\JZL() ()Igﬁﬁ Z
RKEBTEEERER SHEEERER.
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30.

BEEANFNA=Z1THIESEA

ACQUISITION OF SUBSIDIARIES 30. WEKEBLQR
Acquisition g =t
As explained in note 2, the Group acquired a further 69.5% in the AP FEoPTR M NE B K — S ABNK(E
issued share capital of GDI Group for total consideration of 751,353,000/ ﬁ”&ﬁ%3¥§5‘§l69 5%E. %
HK$751,353,000. This transaction has been accounted for using TRA-BEZXSGEFEABEEEEAK.
the purchase method of accounting.
The net assets acquired in the transaction, and the discount on RRGPWEZEEFERMEE 2 KRBT
acquisition arising, are as follows: RO
Acquiree’s
carrying
amount before Fair value Provisional
combination adjustments fair value
HK$’000 HK$’000 HK$’000
U BB A
RE Btal IS
ZEREE AFEEAE AFEE
FET FET FA&T
Net assets acquired: BB sEEFE
Property, plant and equipment LER Y 105,025 22,727 127,752
Interests in associates iR b 461,113 - 461,113
Convertible note from an associate —HEE R A2 AR ER 238,116 - 238,116
Available-for-sale investments A ERE 98,746 - 98,746
Payments for acquisition of interest W B W) S R 25 P AT
in properties 2 FRIB 56,295 = 56,295
Other asset Hih&EE 229,288 - 229,288
Inventories FE 150 - 150
Amounts due from associates JE W Bt 5 N B RRIE 4,510 = 4,510
Short-term loan receivables EEERE R 369,569 = 369,569
Other receivables, deposits and HiEWHRIE e R
prepayments SEENE /O 25,757 = 25,757
Conversion options embedded —MEE R E 2z A K ik
in convertible note from an associate ZRAPATEZ A KR 63,038 = 63,038
Tax recoverable A Y = 7 18 126 = 126
Bank balances and cash RITEFRBES 93,656 - 93,656
Trade payables, other payables and B 5 P 5RIE - H A FE A
accrued charges HENMEFTER (27,323) = (27,323)
Amounts due to related companies FEMEREEAT KA (208,326) = (208,326)
Income tax payables FE T 5Bt (14,125) - (14,125)
Obligation under a finance lease Bl & TH & AR (124) = (124)
Deferred tax liabilities BELEBIEBE (21,176) (7,500) (28,676)
1,474,315 15,227 1,489,542
Minority interests D8RR R B 2 (285,518)
Discount on acquisition g i (116,363)
Reclassify from the Group’s interest BASBE R —EEE QA
in an associate ZRERENOE (331,837)
Revaluation increase in net assets NEB R — & A R]
shared by the Group’s interest 2R D1h
in an associate CEEFBEEMHIEE (4,471)
Total consideration wR(E 751,353
Total consideration satisfied by: BREZFHR:
Cash Re 17,915
Issue of convertible loan notes B ABMERER 687,188
Issue of shares TR, 38,733
Expenses incurred for the acquisition hEEE AL 7,517
751,353
Net cash outflow arising on acquisition: WHEE L 2B &K HIF5E:
Cash consideration paid ENBReRE (17,915)
Cash and cash equivalents acquired WA RREEBEEER 93,656
Expenses paid for the acquisition RUWBELAF A (7,517)

68,224
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30.

ACQUISITION OF SUBSIDIARIES (Continued)
Acquisition (Continued)

As part of the consideration for the acquisition of GDI Group,
9,926,228 ordinary shares of the Company with par value of
HK$0.01 each and convertible loan notes with principal amount of
HK$770,973,000 were issued. The fair value of the ordinary shares
of the Company, was determined using the published price
available of the date of acquisition, amounted to HK$38,733,000
while the fair value of the convertible loan notes amounted to
HK$687,188,000, was determined by the valuation performed by
an independent valuer.

The Group’s interest in CSHL Remaining Group was reduced to
14.1% upon completion of CSHL Disposal on May 19, 2006. The
Group also held 29.4% interest in GDI Group upon completion of
the CSHL Disposal and CSHL Reorganization. A gain on disposal
of interest in CSHL Remaining Group of HK$5,037,000 was
recognized in condensed consolidated income statement during
the period.

The discount on acquisition of HK$116,363,000 were mainly
attributable to the difference between the principal amount of
convertible loan notes of HK$770,973,000 determined as at
agreement date and its fair value as at date of acquisition amounted
to HK$687,188,000. The initial accounting for the above acquisition
has been determined provisionally, awaiting the receipt of
professional valuation in relation to certain underlying assets and
liabilities of GDI Group. Hence, the discount on acquisition may
be subject to further changes upon finalisation of initial accounting.

The convertible loan notes are classified separately into liability
and equity components on initial recognition. On initial recognition,
the fair value of the liability component is determined using the
prevailing market interest of similar non-convertible debts. The
difference between the fair value of the convertible loan notes and
the fair value assigned to the liability component, representing the
embedded call option for the holder to convert the loan notes into
equity, is included in equity (convertible loan notes reserve).

GDI Group contributed revenue of HK$895,997 to the Group’s
turnover revenue and loss of HK$17,600,000 to the Group’s profit
for the period between the date of acquisition and the balance
sheet date. The directors are of the view that it is impracticable to
disclose the revenue and the result of GDI Group for the period
from April 1, 2006 to September 30, 2006 as if the acquisition
had been effected at the April 1, 2006 since such financial
information was not provided by the GDI Group.

30.

WK B LR (&
WE =R (&

EAKREREERREZ —H2 BEITAR
AR FREEO0.017% T 2 9,926,228% &
B N N4 %8 /4770,973,0008 T 2 Al L &
REB - ARARETEBRZAFEEE
38,733,000/ 0 HAIAKREE Bl ARE
BrzEBREE - AHRERZEEZATEE
687,188,000 7T Jh 4% ¥8 3 (kB Bl 17 2 fl
BEE-

PREEFER_ZTRFAATNLHETK
BAKRERTRB T EEFZRERIE
14.1% > FRHEEARTREMTHE A
SE A RHERE20.4%Em HER K
#A N B 2 I £55,037,0007% T B 5 H A TE
AR & R AR -

Uy BE #7:2116,363,0008 T = BE R B 5
FIZRAEEZAAREREEASHE
770,973,000 TTEHERKE R 2 A FEE
687,188,000/ Mz =88 il EHE
BRETEVSSHAIN EEEEKRER
HESEEETHEEERBBZEERE.
it WEITRATEAFEES AR
BriEfE — P FRBEZ FAER-

AABEREERVTERE DRHEEA
BERERSOD RYTERES BEHHZ
ANFEEDREBUFA A RERZRITHS
ERET-ZTAAMEREEM SRS
BARBEMBODZATEEZER (KREHA
ABEREBRL AR Z AE R X
)t AR (AR EREREHR)

EEEAAEB LA EBRIBR
895,097t WL AEE R WE A REE
“E A IEEIR 2 % F R 4> 17,600,000 TT
EERE BHRBESEVEREEA =T
TREMNA—HEE_ZTTFNLA=1H
IRz s R EE BN REZTEER =
TTERFENA—BER) Bt HEABH
AR AR 470
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31.

(@)

BEEANFNA=Z1THIESEA

RELATED PARTY DISCLOSURES 3. FBEHEALESE

Related party transactions (a) BHEALRS

During the period, the Group entered into the following A AEEEERHEANTETUT

transactions with related party: R5:

Six months ended
September 30,
HEAB=1+RHIEAEA
2006 2005
HK$’000 HK$’000
—E2ERE —ZETRF
FETT FA&T
Substantial shareholder FTERRREBEAL:
and its associates:
Interest paid and payable AEBENREMNZ
by the Group (note a) M2 (Kt aEa) 36,015 11,306
Interest received and receivable AEBEBD WK ER
by the Group (note a) 2 F B (Kfata) 16,266 8,915

Associates: iR /NEIE

Management fee income (note b) EBBIWA (HiEb) 1,723 1,428

Rental expenses (note c) He R (Kite) 1,685 436

Notes: Bt et -

a. The loans advanced to/by and the balances due by/to the a. B/ HAEERY P ERRAE
Group are unsecured, bear interest at prevailing market IFEH/Fg%ZZ HIEY A K
rates and repayable in accordance with the respective R ERTS X B &*ETF
loan agreements, if any. HEHXBERKGZE CER) Frit

HER-

b. The transactions were determined based on terms mutually b. ZERXSGTIRBERERREZ
agreed by the parties concerned. {EFREETE -

G- The transactions were carried out at terms in accordance & ZERGIRBEBAES AL
with the agreement entered into between the relevant 0 R ETT o
parties.

Related party balances (b) HE AT &

Details of balances with related parties at the balance sheet EERGEEREBEA T &%

date are set out in the condensed consolidated balance EHAREEEAEEAEE-

sheet.

Compensation of key management personnel () TEERAEME

The remuneration of directors and key executives of the
Group is determined by the remuneration committee, having
regard to the performance of individuals and market trends,
amounted to approximately HK$2,347,000 (2005:

HK$2,244,000).

AEEEERFETHABZHE
DHEFHZEeREAARBERTS
BEEBT ML 452,347,000 7T
(ZZZT R4 :2,244,00087T) °



