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FINANCIAL REVIEW
Turnover

For the twelve months ended 31 December 2006, VXL Capital
Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) achieved a turnover of HK$19.0
million, mainly comprising corporate advisory fees and rental

income from an investment property.

Turnover increased by over 150% compared with that of the
twelve months ended 31 December 2005 of HK$7.5 million.
There is a significant increase in corporate advisory fees as a
result of the growth of the business of VXL Financial Services
Limited (“VXLFS”) in 2006. In addition, the rental income
generated from an investment property also increased because
of its full-year operations in 2006. During the twelve months
period under review, the Group began to benefit from the
foundation laid in previous years, including securing a
valuable property and establishing a new high calibre

management team.

During the twelve months period, the group has recognized
a fair value gain from financial assets at fair value through
profit or loss of HK$3.4 million (twelve months ended 31
December 2005: loss of HK$0.1 million), mainly arising from
the revaluation of trading securities as at 31 December 2006.
In addition, the Group also generated an interest income of
HK$3.0 million (twelve months ended 31 December 2005:
HK$4.3 million) due to efficient cash management and higher

interest rates.

Operating Expenses

The operating costs of HK$62.9 million for the twelve months
ended 31 December 2006 has increased by 79% compared
with that of the twelve months ended 31 December 2005 of
HK$35.1 million. The expenses were mainly attributed to staff
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costs for the management team, office rental payments and
depreciation of the office premises, as well as legal and
professional costs and consultancy fees incurred in the
Group’s pursuit of potential projects. The increase in the
business activities of VXLFS and longer duration of
operations of the investment property has led to higher

operating expenses, along with the rise in turnover.

Liquidity, Financial Resources and Capital
Structure

The Group maintained a bank and cash balance of HK$35.9
million as of 31 December 2006. Cash reserves have been
placed with major banks in Hong Kong and the People’s
Republic of China (“PRC”) in the form of Hong Kong dollar

and Renminbi deposits.

As of 31 December 2006, the Group had bank loans totalling
HK$85.4 million, of which HK$6.9 million was due within
one year; HK$42.0 million was due after one year and within
5 years; and HK$36.5 million was due after five years. The
Group also had a loan from the holding company of HK$129.0
million which is interest bearing and due within one year. In
addition, as of 31 December 2006, the Group had total
obligations under finance leases of HK$0.5 million, which

would mature within three years.

As of 31 December 2006, the Group had a gearing ratio of
94% (as at 31 December 2005: Nil), which was measured on
the basis of the Group’s total interest bearing debt net of
cash reserves over the shareholders’ funds. The additional
loan obtained in 2006 was mainly used to place the initial
deposit for the acquisition of the north and south commercial
podiums of Changshou Commercial Plaza (“Changshou

Properties”).
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BUSINESS REVIEW AND PROSPECTS

The Group’s diversified business portfolio started to generate
recurring income during the twelve months period under
review, and is expected to continue to contribute to the
Group’s consistent growth. The Group has been expanding
its financial services business and establishing its property
asset portfolio in the PRC. Having laid foundation on
recurring income streams, the Group will proactively move
on to Concept Development projects in line with its long-

term mission.

PROPERTY INVESTMENT

112 APARTMENTS: Serviced apartment tower in
Hong Kong

Owing to the increase in demand for serviced apartments in
prime locations, the rental income and occupancy rate of 112
Apartments recorded a significant improvement and
contributed stable rental revenue to the Group for the twelve
months period ended 31 December 2006. As of 31 December
2006, 112 Apartments registered an occupancy rate of 81%,
representing a significant increase over the 64% in December
2005. In light of the positive market response, the rental rate
of 112 Apartments was increased by 9% to 17% in Quarter 4
of 2006. The value of 112 Apartments was further recognized
by prospective investors after the completion of an electrical
and mechanical renovation programme in July 2006. Several

potential investors have expressed their interest in purchasing

the entire property.
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CHANGSHOU PROPERTIES: Retail spaces in
Shanghai

The acquisition of Changshou Properties was completed in
Quarter 1 of 2007. A renovation plan to enhance the retail
spaces has been mapped out. A professional task force
comprising interior designers, project managers, surveyors,
architects and marketers has been engaged in monitoring
the progress of the renovation, which is scheduled for
completion by Quarter 4 of 2007. The properties are expected

to start contributing revenue to the Group in 2008.

HONG KONG CRUISE CITY: Concept
Development project in Hong Kong

In October 2006, the government announced its decision to
develop a Cruise Terminal in Kai Tak. Subsequent to the
submission of an Expression of Interest to the government in
December 2005, the Group formed a task force to conduct a
technical and commercial viability study with regard to the
cruise terminal development. The Group and its cruise
partners are dedicated to promoting the concepts of Cruise
Economy and Cruise City, and believe that the development
of a cruise terminal along with enhancement facilities will
bring substantial social benefits and boost to the economy of

Hong Kong.
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FINANCIAL SERVICES
VXL FINANCIAL SERVICES LIMITED

For the twelve months ended 31 December 2006, VXLFS
recorded a revenue of HK$7.4 million, a substantial increase
of 49% over the HK$4.9 million for the twelve months ended
31 December 2005.

Due to the robust economic growth of the PRC and strong
performance of the Hong Kong stock market on both main
board and GEM board in 2006, VXLFS has been increasingly
engaged in financial advisory projects in relation to notifiable
transactions and fund raising exercises of publicly listed

companies.

It is anticipated that the high demand for financial advisory
services for takeover and merger as well as restructuring
related activities will increase significantly in the coming year.
VXLFS will allocate sufficient resources to strengthen its

market position in this segment.

VXL INTERNATIONAL LEASING CO. LTD.

VXL International Leasing Co. Ltd., (“VXLIL”) an indirectly
wholly-owned subsidiary of the Company was incorporated
in the PRC on 24 February 2006. It is principally engaged in
the operational and financial leasing of various types of

machinery and equipment in the PRC.

To facilitate the smooth operation of VXLIL, VXL Investments
Holdings Limited, a wholly-owned subsidiary of the
Company, disposed of its 55% interest to VXL Capital Partners
Corporation Limited, the major shareholder of the Company.
The disposal was completed on 15 November 2006.
Considering the Hong Kong Listing Rules disclosure
requirements on the leasing transactions entered by VXLIL,
the disposal aims at simplifying operation of VXLIL and
utilizing resources to be deployed on business development

and helps enhance the growth of VXLIL in the long run.
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Since February 2007, VXLIL was active in the leasing market
and contributed revenue to the Group. By taking advantage
of the recent relaxation of the rules on the involvement of
foreign companies in the leasing sector in the PRC, the leasing
business is expected to become a stable source of income for

the Group’s financial leasing arm.

RESOURCES INVESTMENT

The Group continues to seek investment opportunities in
natural resources in line with the long-term strategy of the
Group. As the resources investment business is still in an
infant stage, the Group will remain prudent in its investment
in the short-term and will periodically review its business

development plan.

Change of Financial Year End

As announced by the Company on 26 and 29 January 2007,
the financial year end of the Company was changed from 31
December to 31 March in order to be aligned with that of the
financial year of HKSAR Government. The current financial
year will now be a 15-month period from 1 January 2006 to
31 March 2007. The publication of the announcement of the
Company’s final results and the distribution of its annual
report including its audited financial statements for the 15-
month period from 1 January 2006 to 31 March 2007 will be
made on or before 31 July 2007.

Top-Up Placement and Subscription of Shares

Pursuant to the Placing and Subscription Agreement entered
into by the Company on 13 November 2006, 4,400,000 existing
issued ordinary shares were placed to seven independent
investors at a placement price of HK$8.00 per ordinary share
and 4,400,000 new ordinary shares were subscribed by VXL
Capital Partners Corporation Limited, the controlling
shareholder of the Company, at a subscription price of
HK$8.00 per ordinary share. The Placement and Subscription
were completed on 16 and 24 November 2006 respectively.
Net proceeds from the Subscription (after commission and
expenses) were approximately HK$34.7 million as announced

by the Company in November 2006.

Directors’ Commentaries

O L

H R E L4 T A A - 5 A
=S ERTC YR R A R Sk
PR CE N R0 & N < /A
w2 BB T 35 < BRI L S5 vl
SR A T AR B R P 2 R E A

HIHXE

EH—-EYORERRER K E U
Fe & 46 1 2 = ISR o SR A R TR
B S5 TD B B0 A B B - A A
VA S A A PR o 0 S A A
SEF B -

B AR R A H

mAL "B EZLE—-H =1 /NH
KA JUH R 2 A Tk - AR
CMBEELEFA T A =+—H
WHE=H=Z+—H > UEFBBGZ
W BOAF B2 R R — B o BLIRE 2 B BUAR 2
MM EHEH _FEANE-H—HEE
EELFZA=+—HIE+HMEA N
oo ANAM N —FEEFLELD =T
—HBZ g RE FENE—H—
HEEE " ZEFLEZHA=Z+—HI+
FAR A A 2 R B A R
HEFE B MR ZFR

VL 5 8 A% 0 5 S0 B R i Tk
¥y

RIEARLN AR ZFENET—H =
H T 2 Bl iR i ek > AN w2
P Bk VXL Capital Partners
Corporation Limited % 5 i % % i i
138.00% o 2 B 85 5 0] L 4 M 1 E
i 4,400,000/ B A © B AT 8 48 Ak
Ry > 3 4 A B 48 B B 43 8.00% JT
2w A A 58 1 4,400,000 A% 37 % 48 i
Je £y o i B 2 TE K R S TE 4y LR
BENFE+—H I NA R TWMAE
B o WAL A BRI E+— AT
T8k 2 A5 Pl o 5RO S TE i 45 3K0A
R A £534,700,000% 7T (2 411 Bx 1 4
KB o

Wit IR 2006/2007

5

L 4 AR A T

\O




