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Directors” Commentaries

PP

FINANCIAL REVIEW

Turnover

For the six months ended 30 September 2007, VXL Capital Limited
(the “Company”) and its subsidiaries (collectively referred to as the
“Group”) achieved a turnover of HK$44.7 million, including HK$4.2
million contribution from its discontinued financial services operations.
The turnover increased more than five times compared to the six
months ended 30 June 2006. This significant increase was mainly
resulted from fair value gain on listed investments, high occupancy
rate and rental income received from an investment property and also

increase in corporate advisory fees.

Fair Value Gain on Investment Properties

During the six months, the Group recorded a fair value gain on
investment properties of HK$109.2 million, as a result of capital
appreciation of the Group’s investment properties in Hong Kong and

the People’s Republic of China (the “PRC”).

Operating Expenses

Operating costs from both continuing and discontinued operations for
the period under review were HK$32.6 million, an increase of 38.5%
compared to the six months ended 30 June 2006. The increase was
mainly due to the formation of a new management office in the PRC
for the Changshou Properties and the set-up of “U” Inns & Hotels
companies for the budget hotel investments. The operating expenses
were mainly attributable to staff costs for the new team as well as
legal and professional costs and consultancy fees incurred in pursuing

property acquisitions including hotel properties in the PRC.

VXL CAPITAL LIMITED Interim Report 2007/2008
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FINANCIAL REVIEW (Continued)
Liquidity, Financial Resources and Capital Structure

The Group maintained a bank and cash balance of HK$20.4 million as
of 30 September 2007. Cash reserves have been placed with major
banks in Hong Kong and the PRC in the form of Hong Kong dollar

and Renminbi deposits.

As of 30 September 2007, the Group had bank loans totalling HK$433.4
million, of which HK$4.0 million was due within one year; HK$288.6
million was due between one to five years; and HK$140.8 million was
due after five years. In addition, the Group had obligations in finance
leases of HK$0.3 million as of 30 September 2007, which would mature

within one year.

As of 30 September 2007, the gearing ratio of the Group was 168.7%,
which is measured on the basis of the Group’s total interest-bearing
debt net of cash reserves over shareholders’ funds. As of 30 June 2006,
the Group’s gearing ratio was 24.5%. The Directors are fully aware of

the gearing ratio of the Group and will closely monitor the position.
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Directors’ Commentaries (Continued)

BHER W @

BUSINESS REVIEW

Revenue for the six months ended 30 September 2007 mainly comprised
corporate advisory fees, rental income from property assets and fair
value gains on listed investments. The acquisition of budget hotels in
the PRC represents a diversification of the property and investment
portfolio. The Group intends to build a brand name for quality budget
hotel chain in the PRC and strengthen its principal income sources

from the PRC.

During the period, the Group disposed of its financial services
operations by selling its interest in the financial services subsidiary
and associate company. The Group’s strategy is to divest non-core
business and focus on the core business of property related investments,

particularly in the real-estate related tourism investments.

Budget Hotels in the PRC

On 8 June 2007, the Group entered into an agreement with China
Post Group for the acquisition of 11 hotel properties in the PRC. All
hotels are well-located within the city centre and the vicinity of train
stations. The Group plans to revamp and upgrade the hotel properties
as well as their available facilities with a view to establishing a brand
name of “U” Inns Hotel for providing quality and “value for money”
budget hotels for business people and tourists in order to take
advantage of the rapid and stable growth in economy and tourism in

the PRC market.

The Group’s acquisition of budget hotels has been progressing
satisfactorily. A further acquisition of 5 hotel properties located in
Gansu, Liaoning and Shandong provinces and the Tibet Autonomous
Region was announced on 24 October 2007. The Group’s continuing
acquisition of hotels aims to establish a scalable network of budget
hotels and extend its reach in various cities and provinces in the PRC

for recurrent income and long-term capital appreciation.

VXL CAPITAL LIMITED Interim Report 2007/2008
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BUSINESS REVIEW (Continued)
Changshou Properties: Retail spaces in Shanghai

With a total floor area of more than 40,000 square meters, Changshou
Properties, a retail mall which is located in Shanghai, will provide the
Group with an incomparable opportunity to access Shanghai’s
burgeoning retail property market. Given the attractive acquisition price
and superb location, the properties should be able to achieve long-
term capital appreciation and generate recurring cash income for the
Group and are expected to start contributing revenue to the Group in

2008.

Retail sales in Shanghai was also strong as reflected by the increase in
retail rentals during the second quarter of 2007 and reduction in
vacancy rate in prime retail areas by 0.1 percentage point to 5.3% in
the period. These are contributing factors for the considerable capital

appreciation of Changshou Properties.

Cruise Consortium: Hong Kong Cruise City
Development

The Group had formed a joint venture, namely Cruise City (Hong
Kong) Limited, with wholly-owned subsidiaries of Nan Fung
Development Limited and Star Cruises Limited for the development
of the new cruise terminal in Hong Kong and had submitted an

Expression of Interest to the HKSAR Government in December 2005.

On 9 November 2007, the Government gazetted an invitation for tender
for the development of cruise terminal facilities and buildings at the
former Kai Tak Runway, Kowloon for a term of fifty years. The Group
is interested in bidding for the project, and, the Group’s professional
team is ready to participate in the development of this world-class

touristic infrastructure in Hong Kong.

The Group welcomes the Government’s plan for the development of
the new cruise terminal at Kai Tak and believes that this mega project
will strengthen Hong Kong’s economic development and enrich Hong

Kong’s tourism appeal.

Directors’ Commentaries (Continued)
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Directors’ Commentaries (Continued)
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BUSINESS REVIEW (Continued)

112 Apartments: Serviced apartment tower in Hong
Kong

On 7 December 2007, the Group entered into a Sale and Purchase
Agreement for the disposal of 112 Apartments, the 96-units serviced
apartment tower located in the eastern part of Hong Kong Island, for
a cash consideration of HK$161.0 million. The Group is of the view
that it is an opportune time to dispose of this property. The cost of the
property was HK$110.0 million and the Group has already recognised
a total of HK$40.0 million fair value gain in the financial statements
since the acquisition of the property in 2005. The disposal is expected
to realise an additional profit of approximately HK$11.0 million for

the Group when compared to its book value as at 30 September 2007.

The Group believes that the market outlook remains optimistic, and
will continue to seek new investment opportunities in service-oriented

properties in the PRC to secure long-term return.

VXL Financial Services Limited

Following completion of the disposal of VXL Financial Services Limited

in July 2007, the Group has ceased operation in financial services.

The disposal has provided additional funds for the Group’s property
projects and also enabled the Group to focus its resources on its core

business of property-related investments.

VXL International Leasing Co. Ltd

The Group has disposed of its entire interests in VXL International
Leasing Co. Ltd. (“VXL Leasing”) during the six months ended 30
September 2007 and a disposal gain of approximately HK$1.2 million
was recorded. The disposal of VXL Leasing allows the Group to focus

its resources on its core property-related business.

VXL CAPITAL LIMITED Interim Report 2007/2008
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Condensed Consolidated Interim Income Statement (Unaudited)

A a TP HEER (REFZ)

For the six months ended 30 September 2007~ #¢ £ ~FF-L4HFILH =1 HIEAHA

The Board of Directors (the “Board”) of the Company presents ANFZERG ([EFG]) FHIREASE

hereunder the unaudited condensed consolidated financial statements ﬁ/\/ﬁﬁj’%é@ tHE LA ZFHIEAMWA
of the Group for the six months ended 30 September 2007 together 8 A i W 4 A RS 32 Rl AR &
with the comparative figures for the six months ended 30 June 2006. 2;2&/\ ERXAZTHIEAMEA 2 ks
W e
For the six months ended
30 September 30 June
2007 2006
(Restated)
Note HK$’000 HK$'000

REZZFLE #E _FTAF
JUH=1THIk AH=+HIE

A~AE H N8 H
(& 31)
i it i 5t T
Continuing operations P AR
Revenue W 2 3 40,796 3,620
Other operating income HoA AR A 3 378 1,544
Fair value gain on investment properties & & ¥ 3 /A - {H %1 F 8 109,152 -
Staff costs & B A (12,454) (7,098)
Other operating expenses At 5878 B 52 (16,718) (12,739)
Operating profit/(loss) LA (EE) 4 121,154 (14,673)
Finance costs Tl B A (17,260) (2,429)
Share of profit/(losses) of associates JE A B 5 N w1 B (s 4R 1 (16)
Profit/(loss) before taxation BB A i AL (R 48D 103,895 (17,118)
Taxation (charge)/credit BLIH () ik 5 (24,663) 251
Profit/(loss) for the period from LEDNESS Rt - 3 A
continuing operations (f518) 79,232 (16,867)
Discontinued operations AR IR 8
Profit/(loss) for the period from BB AR TS 2 i A
discontinued operations (1) 6 3,837 (668)
Profit/(loss) attributable Ji R AG 3 A (5 5D
to shareholders 83,069 (17,535)
Basic and diluted earnings/(loss) A2 w] J§ 3 M 4 45 B 3% /8 it HK cents HK cents
per ordinary share attributable e R R A, O 1R) Al Al
to shareholders of the Company
— Continuing operations — PR S 7 5.18 (1.17)
- Discontinued operations — D ILREER 7 0.25 (0.05)

The notes on pages 13 to 34 form part of these condensed financial SR F 4R34 H 2 BT A il W A B R 2
statements. — 2 Ahy o
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Condensed Consolidated Interim Balance Sheet (Unaudited)
e P EEAAER (REEX)

As at 30 September 2007  ~FFLFELH=1H

At 30 September At 31 March
2007 2007
Note HK$’000 HK$000
W LE W ZEELAE
JLA=Z1+H =A=+—H
B 5 Tt Tt
Non-current assets I B & A
Property, plant and equipment UER: £ W& ] 5,067 5,550
Investment properties EE @< L/E S 8 1,027,829 891,561
Goodwill 7 18,314 18,314
Interest in associates T 45 N 7 B 55 9 240 35,009
Available-for-sale financial assets CIREN TR P <97 556 556
1,052,006 950,990
Current assets ) A
Financial assets at fair value Y208 H 25 48 15 51 IR 2
through profit or loss B 48,439 16,505
Deposits, trade and other receivables i 4 ~ & &) J& H th i i 3K T 10 62,879 6,506
Bank balances and cash SRAT &5 R LB 4 20,414 20,970
131,732 43,981
Current liabilities it B 2R
Trade and other payables B 5 K HAth A 3K IH 11 25,538 409,881
Other loan FoAth £ 5K 60,370 -
Long-term bank loans R RIT B XK 12 4,000 3,000
Obligations under finance leases il 5 FH B R I 259 345
Amount due to holding company JRE A 422 i 2 B K IE 13 189,748 129,551
279,915 542,777
Net current liabilities i B B A FHE (148,183) (498,796)
Total assets less current liabilities 48 % & 8 ifi B & & 903,823 452,194
Non-current liabilities I i B £
Long-term bank loans R HATEK 12 429,350 97,000
Obligations under finance leases il A R I = 86
Deferred tax liabilities R S i IH B fiF 14 81,355 55,707
510,705 152,793
Net assets &R E 393,118 299,401
Financed by: B AR
Share capital Je A 15 15,296 15,280
Reserves it A 377,822 284,121
Shareholders’ funds B & 4 393,118 299,401

The notes on pages 13 to 34 form part of these condensed financial

statements.
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Condensed Consolidated Interim Statement of Changes in Equity (Unaudited)
A& AR IR (REER)

For the six months ended 30 September 2007~ #¢ £ ~FF-L4HFILH =1 HIEAHA

Available-
Employee for-sale
share-based financial
Share Share Exchange compensation assets Retained
capital premium reserve reserve reserve earnings Total

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TPV U T
BERZ  MEEE
BA  ROWE  BREE R Bl R ey
Tt T#E  ThE Tt Tk T#E  TiEx

At 1 January 2006 e AN 14,400 116,612 = = 220 62,280 193,512
—HA—H

Translation exchange A 46255 7%

differences - - 130 - - - 130
Loss for the period 3 B
attributable to shareholders M 15 JE5 18 = - - - - (17,535) (17,535)
At 30 June 2006 RZERANE
AHA=1H 14,400 116,612 130 - 220 44,745 176,107
At 1 April 2007 A EFFLE
MHA—H 15,280 150,409 7,588 - 300 125,824 299,401
Translation exchange A 46255 2%
differences - - 6,040 - - - 6,040
Employee share option {5 i P A A
benefits - - - 3,377 - - 3,377
Issue of new shares A7 {7 1 R T
on exercise of A7 M A
share options 16 1,953 - (738) - - 1,231
Profit for the period 3 A FB R
attributable to shareholders [ 1 ¥ 7 - - - - = 83,069 83,069

At 30 September 2007 R EELE
JLA=+H 15,296 152,362 13,628 2,639 300 208,893 393,118

The notes on pages 13 to 34 form part of these condensed financial 55138 % 5534 E 2 Fff 5k J& /< filf W B4 5 i % 2.
statements. — R

w4 R A PR A R 2007/2008 R A 11
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Condensed Consolidated Interim Cash Flow Statement (Unaudited)
i E P B aRER CREFEZX)

For the six months ended 30 September 2007 #¢ £ ~FF-CHENH =1 H1LNMHA

For the six months ended

30 September 30 June
2007 2006
HK$’000 HK$'000
BRECRRLE BEZEAE
AAZFHE  AAZHHIE
A~AE A AR A
RCP T o
Net cash used in operating activities #8505 B BT B & R (690) (85,973)
Net cash used in investing activities & 05 B fir B4 T AR (346,191) (13,012)
Net cash from financing activities Fl 4 T B T 45 B 4 T A 346,325 7,129
Decrease in cash and cash equivalents B4 J& B4 55 {6 17 Wk /> (556) (91,856)
Cash and cash equivalents WMA—H/ —H—HZ
at 1 April/1 January B& LB e EHY 20,970 122,971
Cash and cash equivalents BRAH=Z+H/ ANH=+HZ
at 30 September/30 June W4 K45 EY 20,414 31,115
Analysis of balances of cash and B 4 I B 4 S AE W & % o BT
cash equivalents
Bank balances and cash SRAT &5 AR B 4 20,414 16,823
Short-term deposits placed R 45 A SRAT A7 K
with banks - 14,292
20,414 31,115

The notes on pages 13 to 34 form part of these condensed financial

statements.
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Notes to the Condensed Consolidated Financial Statements

GENERAL INFORMATION

The Group is engaged in property investment, securities trading
and investment. The Group’s financial services operation was
discontinued during the period. The details of the discontinued
operations are disclosed in Note 6.

The directors consider the immediate and ultimate holding
company to be VXL Capital Partners Corporation Limited
(“VXLCPL") which is incorporated in the British Virgin Islands.

The condensed consolidated interim financial statements were
approved for issue by the Board of directors of the Company on
13 December 2007.

BASIS OF PREPARATION AND
ACCOUNTING POLICIES

These unaudited condensed consolidated financial statements are
prepared in accordance with Hong Kong Accounting Standard
(“HKAS”) 34 “Interim Financial Reporting” issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA”) except
that the presentation of the comparative figures is for six months
ended 30 June 2006 as set out in the paragraph below.

Pursuant to the approval at the extraordinary general meeting of
shareholders on 26 January 2007, the Company changed its
financial year end date from 31 December to 31 March. In the
previous year, the interim financial statements were drawn up for
the six month period ended 30 June 2006 and accordingly the
corresponding amounts shown for the condensed consolidated
income statement, condensed consolidated statement of changes
in equity, condensed consolidated cash flow statement and related
notes cover the six month period ended 30 June 2006 and therefore
may not be comparable with amounts shown for the current six
month period.

The condensed financial statements have been prepared under
the historical cost convention, except as modified by the
revaluation of the available-for-sale financial assets, the financial
assets at fair value through profit or loss, and the investment
properties, which are carried at fair value.

T WA o B 25 A

1. — &R

AW B B ELE BHEHEE
B AR W 2 & AR B ET TN
R RGO o AR IR AR ST 2 BB R B
ik 614 45 % ©

SRR T T B L By R T 2
VXL Capital Partners Corporation
Limited ([VXLCPLJ) 7 B # & f # %
B2 ] o

105 8 B AR 0 B B IR AR A F
EHRGR _FEFLET A T=Hilt
YE i) 3% -

Am I N 7 SR

I 45 OR K3 % f W A A R T R
BEEGFAMAG ([FHGFML
1) w2 CRE Rt ([ (i
Rt eI 1) 553498 [ 0 B85 i 4t
AR BR TR BT DL e %
FREANH=ZFHIEAEABFES
BE ST B9 1 DL A S

REBRR —FFLFE—H+AH
TE IR Il R B b 2 HEE AR 2% w5
WMEAEEGAAR T A =+—H&%
B=A=1—H EFEZ PIMHHRE
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Notes to the Condensed Consolidated Financial Statements (Continued)

7 A A A B AR B R )

BASIS OF PREPARATION AND
ACCOUNTING POLICIES (Continued)

These condensed consolidated financial statements should be read
in conjunction with the financial statements for the fifteen month
period ended 31 March 2007.

The accounting policies used in these condensed financial
statements are consistent with those of the financial statements
for the fifteen month period ended 31 March 2007. In addition,
the Group has applied the following accounting policy for share
options granted during the current interim period:

The Group operates an equity-settled, share-based compensation
plan, known as Share Option Scheme. The fair value of the
employee services received in exchange for the grant of the options
is recognized as an expense. If vesting periods or other vesting
conditions apply, the expense is recognized over the vesting
period, based on the best available estimate of the number of
share options expected to vest. Non-market vesting conditions
(for example, profitability and sales growth targets) are included
in assumptions about the number of options that are expected to
become exercisable. At each balance sheet date, the entity revises
its estimates of the number of options that are expected to become
exercisable. It recognizes the impact of the revision of original
estimates, if any, in the income statement, and a corresponding
adjustment to equity over the remaining vesting period.

The proceeds received net of any directly attributable transaction
costs are credited to share capital (nominal value) and share
premium when the options are exercised.

VXL CAPITAL LIMITED Interim Report 2007/2008
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Notes to the Condensed Consolidated Financial Statements (Continued)

BASIS OF PREPARATION AND
ACCOUNTING POLICIES (Continued)

A discontinued operation is a component of the Group, the
operations and cash flows of which can be clearly distinguished
from the rest of the Group and which represents a separate major
line of business or geographical area of operations, or is part of a
single co-ordinated plan to dispose of a separate major line of
business or geographical area of operations, or is a subsidiary
acquired exclusively with a view to resale. Classification as a
discontinued operation occurs upon disposal or when the
operation meets the criteria to be classified as held for sale in
accordance with Hong Kong Financial Reporting Standard
(“HKFRS”) 5“Non-current Assets Held for Sale and Discontinued
Operations”, if earlier. It also occurs when the operation is
abandoned. When an operation is classified as discontinued, a
single amount is presented on the face of the income statement,
which comprises:

—  the post-tax profit or loss of the discontinued operation; and

—  the post-tax gain or loss recognized on the measurement to
fair value less costs to sell, or on the disposal, of the assets
or disposal group constituting the discontinued operation.

The HKICPA has issued a number of new and amendments to
HKEFRSs, which are effective for accounting periods beginning on
or after 1 November 2006. The Group has adopted the following
amendments to HKFRSs and interpretation issued up to 30
September 2007 which are pertinent to its operations and relevant
to these financial statements.

HKAS 1 (Amendment) Presentation of Financial Statements:
Capital Disclosures

HKEFRS 7 Financial Instruments: Disclosures

HK(IFRIC)-Int 10 Interim Financial Reporting and

Impairment

There was no material impact on the consolidated financial
statements arising from the adoption of the above mentioned
new and revised accounting standards.

7 B A 5 B B R B R )

A B BE W N 6 HE R ()

E 4% 1k 58 S5 Ty A SR B SE S — WA
L N B B nT W) e B A 4 1
HoAth 3675 873 - 4 1R K88 3B AR —
V4 36755 B M [ ) ) 2 ST T B SE
A J B — T S i I 2 2
WS EEHER 2 B HERE 2 —
73> o 2 — [ AR 2 B T i 5 2 R VB
O3 ) o fi HE S A B A S R i B
ol A (1 B s BE B i M2 11D 1)
555 TR R E) EE KA LS
EH I B EE 2R (LU R
& B UE) > QM B A LR AR08 SE 5 o A
SETS R AL > IR B 0 U AR IR A 2
B o i SE 5 00 20 C A IR R0 HITHE 23
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Notes to the Condensed Consolidated Financial Statements (Continued)

7 A A A B AR B R )

BASIS OF PREPARATION AND
ACCOUNTING POLICIES (Continued)

The Group has not applied the following new HKFRS, which has
been issued but effective for periods beginning on or after 1
January 2009 and is pertinent to the Group’s operations, in the
financial statements:

HKEFRS 8 Operating Segments

HKFRS 8 supersedes HKAS 14 “Segment Reporting” and requires
the reporting of financial and descriptive information about the
reportable segments on the basis of internal reports that are
regularly reviewed by its management.

The adoption of this new accounting standard is not likely to
have a significant impact on the Group’s results of operations
and financial position except for additional disclosures to be made
in the financial statements of the Group.

REVENUE, OTHER OPERATING INCOME
AND SEGMENT INFORMATION

Revenue and other operating income recognized for the period
are as follows:

A B BE 1 N e S EOR ()

A B2 [ A 0 45 B R P I R T
I B A A = FF LA — H — H &
A% B i 22 30 TH] AR 2 L BLAS 4 [ SE S
A7 B 2 B AT T s B R HE )

(BB O ) 588 AEL W

G i B 5 05 2 L) 56 8 AL,
W SR 1458 [ 40 TR 2R WA
26 AR 260 L 2 0 ) 2 0 R
rh SLRAT IR T o0 T 2 B % b
i A R

C R SR e (e A
5 A > BRAR R ST e s RIS R T e
S A S ) A S AR B S IR DL

m-
e i ~ Al A5 O\ B 43
%R

T JH 7R i R 2 WA e G A AR A T
T

For the six months ended

30 September 30 June
2007 2006
(Restated)
HK$’000 HK$000
BE-RRLE HE _ZRAE
JLA=+H1k ANH=+HI
fE A AE A
(& E31)
T¥ 0 T # ot
Revenue/turnover e Y- X
Rental and other fee income & W) 2 2 A1 4 K HoAth 2 e A
from investment properties 5,061 3,690
Fair value gain/(loss) from financial & /A - 7 4 18 5 51 i 2
assets at fair value W EE 2N TEER, (EE)
through profit or loss 35,735 (70)
40,796 3,620
Other operating income Fo Al 588 WA
Interest income B I A 81 1,544
Dividend income B Bl A 269 =
Other income A i A 28 =
378 1,544
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Notes to the Condensed Consolidated Financial Statements (Continued)

REVENUE, OTHER OPERATING INCOME
AND SEGMENT INFORMATION (Continued)

Primary reporting format — business segments

The Group’s businesses are structured and managed separately,
according to the nature of their operations and the services they
provide. Each of the Group’s business segments represents a
strategic business unit which is subject to risks and returns that
are different from those of other business segments. Summarized
details of the business segments are as follows:

a) the property investment segment is engaged in operation of
the investment properties;

b) the securities trading and investment segment is engaged in
securities trading and investment and other investment
holding. The revenue of this segment mainly comprises net
income from investment and trading of securities;

¢) the financial services segment is engaged in the provision of
corporate finance and advisory services and operational and
financial leasing of assets, which was discontinued during
the period; and

d) the unallocated segment comprises operations other than
those specified in (a) to (c) above and includes that of the
corporate office.

Capital expenditures comprise additions to property, plant and
equipment and investment properties (Note 8). Segment assets
consist primarily of property, plant and equipment, investment
properties, goodwill, investments and receivables. Segment
liabilities comprise operating liabilities and bank loans (Note 12).
Unallocated assets and liabilities mainly represent assets and
liabilities used by the corporate office, which cannot be allocated
on a reasonable basis to any segment. They exclude items such as
deferred tax and corporate borrowings.

7 B A 5 B B R B R )

3. Woad ~ oAb A = WA 2 43 R

&Rk )

FERET B LI

A B 2 2 T R 4 2 S
T B A3 2 RS 4 B 5 ) AP B o A 4
B 2 364 B 1 0 — N P T
8403 H T R 2 7 L B J% 9 75 [ 4
T HE A 3T 40 T o S5 40 T 2 2E A Mk
1 -

a) YERESHRBFREYEZ S
7

b) HHEE KRG MIEEESE
B B R At B o 1)
g FEAERE REFEE
e A VF R

) xRl e B o) R 4Rk A 36 A A K Rk
wf RS > DA KB 2 R R
HE (DRI REILEE) s &

d)  KAOBIEHE D H A Lk (a) % ()|
Tl LA A 2 SEHS > 45 A 4E I3 R
i SEH -

A B S A A U L 3 AR A A
L B 36 (M RE8) o 7 0 /2 - % hy
E R SV G L RE S CY/E IR B
B R SR T ALK - 3 I B el AR R
B R SR AT B K (MFRE12) Ao R A3 B &
FE N B8 T B AR A A I O O T
L DL % 4 B3 e O3 e B AT ] 23 0 2
HE KA ZFHA A G RE A
Pl A& AFHH o
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Notes to the Condensed Consolidated Financial Statements (Continued)

7 A A A B AR B R )

3. REVENUE, OTHER OPERATING INCOME 3. W% ~ ol 48 4% W A B 4 ¥

AND SEGMENT INFORMATION (Continued) &R )
Primary reporting format — business segments TG T - B @)
(Continued)
The segment results, depreciation and capital expenditures for BE-_ZTLENA=ZFTHE_ZFZF
the six months ended 30 September 2007 and 30 June 2006 are as NENHZ+HIEASEA 2 50 f s
follows: P88 B B A B SCHS T
Continuing Discontinued
Securities
Property trading and Financial The
investment  investment Unallocated Subtotal services  Elimination Group
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RrEgE DHERE
H 5 HH
MmERE k#g ARAWEHHA ANFE e o AR

Tt Tt T Tt Tiou T T

For the six months ended # % ~F % L4
30 September 2007 MH=+H

1758 A

Segment revenue: 43 R I+
Sales to external HINKF B

customers 5,061 35,735 - 40,796 3,876 - 44672
Inter-segment revenue 73 i [# 1 4 - - - - 317 (317) -
Total segment revenue 41 A8 i 5,061 35,735 = 40,796 4,193 (317) 44,672
Segment results R ES 108,061 35,729 143,790 462 144,252
Unallocated operating 44 Fit & & i A

income 378 - 378
Unallocated operating A it &8 & B 52

expenses (23,014) - (23,014)
Finance costs Tl R AR (17,260) = (17,260)
Profit on disposal of HECHLELE

discontinued EH i A

operations - 2,189 2,189
Share of profits of B A B 5 2 ] ik

associates 1 1,230 1,231
Profit before taxation B84 Al I 71 103,895 3,881 107,776
Taxation B (24,663) (44) (24,707)
Profit attributable I 51 A1 i

to shareholders 79,232 3,837 83,069
Other segment FU At 43 6 %R

information
Fair value gain HEYELNTHE

on investment B (K EE8)

properties (Note 8) 109,152 = = 109,152 = 109,152
Depreciation e 162 - 1,548 1,710 22 1,732
Capital expenditures AR X 10,643 - 651 11,294 = 11,294
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Notes to the Condensed Consolidated Financial Statements (Continued)

7 B A 5 B B R B R )

3. REVENUE, OTHER OPERATING INCOME 3. g% ~ H: il 28 %8 e A B 4 3

AND SEGMENT INFORMATION (Continued) &R )
Primary reporting format — business segments T T7 A — AR (s
(Continued)
Continuing Discontinued
Securities
Property  trading and Financial The
investment  investment Unallocated Subtotal services  Elimination Group
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEER C# IR
A HR
LES 38 BR&® RAMEHA ANit o SRR Ha AH

Tt Tt Tt Tkt Tt Tt Tt

For the six months ended # £ ~Z & /A4

30 June 2006 AH=ZTH
1EAMA

Segment revenue: 43 R A+
Sales to external customers ¥f 4h % F 4 £ 3,690 (70) - 3,620 3,018 = 6,638
Segment results i S 1,113 (76) 1,037 (668) 369
Unallocated operating A7 BLAE B I A

income 1,544 - 1,544
Unallocated operating A1 Bt &8 8 B 5

expenses (17,254) - (17,254)
Finance costs & AUA (2,429) - (2,429)
Share of losses of R Al B 5 T R 4R

associates (16) - (16)
Loss before taxation R BE il 5 (17,118) (668) (17,786)
Taxation B 251 - 251
Loss attributable P 5 11 s 4

to shareholders (16,867) (668) (17,535)
Other segment At 23 B R

information
Depreciation ik 96 = 845 941 52 993
Capital expenditures &A% - - 907 907 18 925

w4 R A PR A R 2007/2008 R EIERE 19
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Notes to the Condensed Consolidated Financial Statements (Continued)

L E ey

VXL CAPITAL LIMITED Interim Report 2007/2008

pr % & I )
3. REVENUE, OTHER OPERATING INCOME 3. W% ~ ol 48 4% W A B 4 ¥
AND SEGMENT INFORMATION (Continued) fé B )
Primary reporting format — business segments B T - SR (D
(Continued)
The segment assets and liabilities as at 30 September 2007 and “EEFEFENA=ZFTHLEFEL
31 March 2007 are as follows: @Eﬂ —t+—BZHaiEE kA MEE
B4R
Continuing Discontinued
Securities
Property trading and Financial The
investment  investment Unallocated Subtotal services Group
HK$/000 HK$/000 HK$/000 HK$/000 HK$/000 HK$/000
FERE B I
WHEEE
MERE Kt RABEHA INEE AR A AL
T T#T T T RPN T 70
At 30 September 2007 ARELEAAZTH
Segment assets G E 1,106,467 48,817 7800 1,163,084 - 1,163,084
Interests in associates B8 N mIHE £ 240 = 240
Bank balances and cash RAITE R LBl 4 20,414 = 20,414
Total assets % e 1,183,738 - 1,183,738
Segment liabilities N IAHE 12,626 - 13,171 25,797 - 25,797
Bank and other loans SRAT Jo HAth & 3K 433,350 = 60,370 493,720 = 493,720
Amount due to holding B fof ¢ i 22 ) KOR
company 189,748 - 189,748
Deferred tax liabilities AR IE A R 81,355 = 81,355
Total liabilities A i 4 790,620 = 790,620
At 31 March 2007 —“EELE=ZHA=+—H
Segment assets 5 G 912,941 16,557 8,298 937,796 1,196 938,992
Interests in associates R Nk ) 239 34,770 35,009
Bank balances and cash WITHEB MBS 11,183 9,787 20,970
Total assets B e K 949,218 45,753 994,971
Segment liabilities NMAE 405,306 - 4554 409,860 452 410,312
Bank loans RATE 100,000 = = 100,000 = 100,000
Amount due to holding [ ANEY YNGR F
company 129,551 - 129,551
Deferred tax liabilities 3 HE B TR £ B 55,707 = 55,707
Total liabilities AREH 695,118 452 695,570




Notes to the Condensed Consolidated Financial Statements (Continued)

REVENUE, OTHER OPERATING INCOME
AND SEGMENT INFORMATION (Continued)

Secondary reporting format - geographical
segments

The Group’s three business segments operate in Hong Kong and
the PRC. The segment revenue and capital expenditures based on
geographical segments for the six months ended 30 September
2007 and 30 June 2006 are as follows:

7 B A 5 B B R B R )

3. W~ H At 288 e A\ K 4 B
R )
WO J7 3 — Hb [ 4 5

A B =R SRS Y HR A A s b
KE-BE_ZTLFENAA=ZTHEZ
FENENAZ+H BN A > 173 1w
Ir R 2y ER W AR B EEAR BH SRS A

For the six months ended

30 September 2007 30 June 2006
Continuing Discontinued Elimination ~ The Group ~ Continuing Discontinued ~ The Group
HK$’000 HK$’000 HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
BREZRZLELA=ZTHIEAMA WE_EENEAA=THIEAMA
FEAE CRLEE R AHEH  RHIKE CRLRE A AL
T T T T Tt Tt Tt
Revenue s
Hong Kong 7Yk 40,796 4,193 (317) 44,672 3,620 3,018 6,638
Capital expenditures ¥ A B 3
Hong Kong it 578 - - 578 70 18 88
PRC i 10,716 = = 10,716 837 = 837
11,294 = = 11,294 907 18 925

Revenue is categorized based on the jurisdiction in which the
customers are located, while capital expenditures are classified
based on where the assets are located.

The segment assets based on geographical segments as at 30
September 2007 and 31 March 2007 are as follows:

W 4tk 4% 7 5 BT AE ik R A AT 20 8 T
R B S HI) 4% T T TE AT 2 e

RoBBLEAHZ+AR-FEL
EZ RS 25 R

E B 40
At 30 September 2007 At 31 March 2007
Continuing Discontinued ~ The Group  Continuing Discontinued ~ The Group
HK$’000 HK$'000 HK$’000 HK$'000 HK$'000 HK$'000
REZZLERA=ZTH REEFEE=A=1—H
HEER oRILEER ALE  REGE CRILERE A4
T#L T#T T#T T T T T T
Total assets A
Hong Kong e 233,532 - 233,532 190,684 10,983 201,667
PRC ] 950,206 = 950,206 758,534 34,770 793,304
1,183,738 - 1,183,738 949,218 45,753 994,971

Total assets are categorized based on where the assets are located.

A AR AR L T AE AT 2

HLUHA AL RS F 2007/2008

21



22

Notes to the Condensed Consolidated Financial Statements (Continued)

7 A A A B AR B R )

4. OPERATING PROFIT/(LOSS) 4.

Reut, ki)

For the six months ended

30 September 30 June
2007 2006
(Restated)

HK$’000 HK$'000

BREZFFLE BE_ZEZAE
JUH=1THIk AH=Z1THIE

AMEA AN A
(REE 1)
T# 0 T# T
Operating profit/(loss) is arrived FrEKER A (k) FFE bk :
at after charging;:
Depreciation of property, LE SR SN S & R
plant and equipment 1,710 832
Loss on disposal of property, B B 2 B A R 2 s 1R
plant and equipment 99 =
Exchange loss BEE 52 fi5 18 72 615
Operating leases REME — L
— land and building 3,341 2,236

5. TAXATION 5.

Hong Kong profits tax is assessed at the statutory rate of 17.5%
(six months ended 30 June 2006: 17.5%) on the assessable profit
for the period. Taxation on overseas profits has been calculated
on the estimated assessable profit for the period at the rates of
taxation prevailing in the countries in which the Group operates.

The amount of taxation charged/(credited) to the consolidated
income statement represents:

B H

T v R A5 Bl T AR 45 1 R BB s R 4%
175% (B ZE ZFEENFEANH =1+ H 1k
AN A 2 17.5%) 2 35 2 BRI - 1 4h
A5 ol £ R 48 A £ 1) 588 T )k Bl K 2.
ViR TS i WS D TRl
=1

SGeBHmERANCIE S (GEA) ZBLHE
VEECE

For the six months ended

30 September 30 June
2007 2006
HK$’000 HKS$’000

RE-FELE WE FEAEF
ARSTRE  AA=THIE

A~AE H N E A
T# T T
Current tax A HA B IH 44 =
Deferred tax 0% S 3 IH 24,663 (251)
24,707 (251)
Representing: A :
Continuing operations T 4 K88 2655 24,663 (251)
Discontinued operations (Note 6) T #¢ 1L £8 % 255 ([ 5£6) 44 =
24,707 (251)

VXL CAPITAL LIMITED Interim Report 2007/2008




Notes to the Condensed Consolidated Financial Statements (Continued)

DISCONTINUED OPERATIONS

On 18 May 2007, the Company entered into a conditional
agreement to sell the entire issued share capital of a subsidiary,
VXL Financial Services Limited, to a third party, for a consideration
of HK$11.0 million. Following the completion of the disposal,
the Group discontinues its financial services operation, and focuses
on property investments and securities investment.

On 23 August 2007, VXL Investments Holdings Limited, a wholly-
owned subsidiary of the Company, entered into an agreement to
dispose of 45.0% of its equity interest and shareholder’s loan in
Million Sky Investments Limited to a third party for a total
consideration of RMB34,785,000 (equivalent to approximately
HK$35,932,000).

An analysis of the results and cash flows of the discontinued
operations is as follows:

7 B A 5 B B R B R )

O Ik 5 B

WZFZZLFEAATANH AR FFT L
— TE A W A 1 % > LA ARME 11,000,000
TG B B A R B A 2 R A PR A
Al AMCBITRA T — 258 =) % H
A 5E AR > AN S B A% 1 4 Rl IR
T HE R E YR E REHRREE
o

R oFEELENH - +=H - ARNHAZ

A I 4 T R A R T

#Ior — o m,\BA;%}ﬂ&iéﬁﬁﬁﬁ

I8 Fl 2 45.0% A RE 6 K R B R

%*”*75‘ AR 2 N R 34, 785 000
Jt (&M & 7% 35,932,000 JC) °

DRIEEERET 2 EBRBESHED
Mranr

For the six months ended

30 September 30 June
2007 2006
HK$’000 HK$'000
BRE_ZRLE HE_ZZAHFE
JLA=Z1+HIE NH=1+HIE
~E A A A
Tt TR
Revenue g 4,193 3,018
Staff costs & 5 B A (1,849) (1,764)
Other operating expenses At 28 45 BH S (1,882) (1,922)
Operating profit/(loss) K& () 462 (668)
Share of profit of an associate JRE A1k B 2 N ) v 1,230 =
Profit/(loss) before taxation ok B A e A (5 4R) 1,692 (668)
Taxation B IH (44) -
Profit/(loss) of discontinued B8 2w A, (FER)
operations 1,648 (668)
Profit on disposal of A B A& E &8 2B 2 i A
discontinued operations 2,189 =
Profit/(loss) from discontinued ERIEZEER 25 H 7 (EE)
operations 3,837 (668)
Net cash inflow/(outflow) MEWEB IS, () B4 5
from operating activities 3,179 (1,063)
Net cash outflow 8 & 16 B) JIr ) B 4 R AR
from investing activities - (18)
Net cash outflow il & 5 B i ) B 4 i AR
from financing activities (4,114) -
Net cash outflow T B 4 T AR (935) (1,081)

HLUHA AL RS F 2007/2008
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Notes to the Condensed Consolidated Financial Statements (Continued)

7 A A A B AR B R )

7. BASIC AND DILUTED EARNINGS/ 7.

(LOSS) PER ORDINARY SHARE
ATTRIBUTABLE TO SHAREHOLDERS
OF THE COMPANY

The basic earnings/(loss) per ordinary share is calculated by
dividing the Group’s profit/(loss) attributable to shareholders by
the weighted average number of ordinary shares in issue during
the period.

I 4 H A 0 1t 1

A 4 ] d
JBE B A K HE R A (

A
it
H

g

o Ji 2 I R AR U R (R 1R T AR 3R
3T PR AR S T 2 TR R A s AL Ol 1R)
B DA C 3 A7 3 40 1 2 i T 2 Rt

For the six months ended

30 September 30 June
2007 2006
HK$’000 HK$'000
RE_ZFLE HE_FETAF
ALH=+HIE NH=1HIE
A~AEH Ay (iiDE!
T 76 T 4 o0
Weighted average number O 847 35 28 1B 2 i - 2 B
of ordinary shares in issue 1,528,213,115 1,440,000,000
Profit/(loss) from continuing operations <7\ & B HUME A5 5 41 48 5 15 2
attributable to shareholders of wmA () (T #0)
the Company (HK$'000) 79,232 (16,867)
Basic earnings/(loss) per ordinary share 488 % 3£ 15 2 19 i 3 4 M 5 A<
from continuing operations A (k8 (B B AL ED
(HK cents per share) 5.18 (1.17)
Profit/(loss) from discontinued operations 77\ w [ HME A T 4% 1E 48 28 2
attributable to shareholders of wmA (B8R (T #o0)
the Company (HK$'000) 3,837 (668)
Basic earnings/(loss) per ordinary share © #¢ 1k 888 2E 755 2 fg: i3t 28 i BE A
from discontinued operations A (k8 (B Bl &R
(HK cents per share) 0.25 (0.05)
Profit/(loss) attributable AN 7 e HOREAG R A (5 R
to shareholders of the Company (T #7T)
(HK$’000) 83,069 (17,535)
Basic earnings/(loss) per ordinary share 7 i 5 4 it £ A it A~ (fg58)
(HK cents per share) (5 B s A =1) 5.43 (1.22)

The comparative basic loss per share amounts have been adjusted
to reflect the share subdivision as further detailed in Note 15 to
the financial statements.

The basic and diluted earnings/(loss) per ordinary share are the
same as the Company has no diluted potential ordinary shares in
issue for the six months ended 30 September 2007 and 30 June
2006.
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Notes to the Condensed Consolidated Financial Statements (Continued)

7 B A 5 B B R B R )

INVESTMENT PROPERTIES 8. &Y
At 30 September At 31 March
2007 2007
HK$’000 HKS$'000
BoRRLE RA_EERLE
AA=+H =H=+—H
T T T
At 1 April/1 January BMH—H,/ —H—H 891,561 143,000
Acquisition of business Wi B ZE 7S - 397,826
Additions NN 9,751 331,013
Fair value gain AR =R 109,152 8,719
Exchange difference e b8, 2= %A 17,365 11,003
At 30 September/31 March BRIUA=Z=+H/"=ZA4=+—H 1,027,829 891,561

The investment properties were revalued at HK$1,027.8 million
as at 30 September 2007 (31 March 2007: HK$891.6 million) on
an open market value basis by an independent, professionally

qualified valuer, RHL Appraisal Ltd.

BWEYERN—_FEZLFEIA =T HH
T8 37 B2 RS ik (L R K R AT B (E R
] A PR 2 w4 2 B T (B B A 4T H AL
Z 1818 541,027,800,000% 75 (—EE £
= H =-+—H: 891,600,000% JC) °

INTERESTS IN ASSOCIATES R -/NER:
At 30 September At 31 March
2007 2007
HK$’000 HK$’000
S o S e N ERE AR
JA=1+H =H=+—H
Tt T
Share of net liabilities of associates [ fili B 45 /A & & & 15 %8 (660) (1,024)
Amounts due from associates JRE WA B 7 N R KA 900 36,033
240 35,009
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Notes to the Condensed Consolidated Financial Statements (Continued)

7 A A A B AR B R )

10. DEPOSITS, TRADE AND OTHER
RECEIVABLES

10. ¥4~ ¥ 55 Jo 3L Ath JE WOk =

At 30 September At 31 March

2007 2007

HK$000 HK$000

WoRFLAE AR LA

LA=+H =H=+—H

T30 T I

Trade receivables (Note) 5 RE IR (B ) 489 1,245

Other receivables A R i B TE 1,764 2,069
Deposit for acquisition of Wi B 46 % YR 5 2 i 4

budget hotels 54,871 =

Prepayments and deposits TE A RIE K A% & 5,755 3,192

62,879 6,506

Note:The ageing analysis of the trade receivables is as follows:

BEFRE B0 ) B S R ek 2 AR 0 7 A S

At 30 September At 31 March

2007 2007

HK$’000 HK$'000

RRRLE R EELF

JLA=+H ZH=F—F

T T

Within 1 month —E A A 468 955
Between 1 and 3 months — A ZE =18 A Z H 21 290
489 1,245

Trade receivables comprise receivable for rental income and corporate
advisory fee. Rental income is billed in advance on a monthly basis
and corporate advisory fee is billed in accordance with the agreed
terms of the mandates. All billings are due on presentation.
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12.

Notes to the Condensed Consolidated Financial Statements (Continued)

7 B A 5 B B R B R )

TRADE AND OTHER PAYABLES 11. 5 5 B 3 Aib JE £ sk I
At 30 September At 31 March
2007 2007
HK$’000 HK$'000
e RA_EERLE
AA=+H =H=+—H
T 0 T T
Trade payables (Note) B o) e AT R (B 3E) 76 234
Property cost payable JRE AoF ) 2 A = 291,968
Other payables and accruals At 8 A5 K IE K RERHIE H 16,255 32,822
Deposit %4 9,207 84,857
25,538 409,881

Note:The ageing analysis of the trade payables is as follows:

BEF - 5 ) IR A MR ok 2 MR B 20 AT A R

At 30 September At 31 March
2007 2007
HK$’000 HK$'000
WoRELE e a2 S s S
LAH=+H =Z=A=+—8”
T F#T
Within 1 month (I DENN 76 184
Between 1 and 3 months — @A & ={f A 2 H - 50
76 234

LONG-TERM BANK LOANS 12. R 17 &k
At 30 September At 31 March
2007 2007
HK$’000 HK$000
W R L W EELF
LA=+H =A=+—H
T oc T o0
Secured long-term bank loans A KR W RAT B K 433,350 100,000
433,350 100,000

Repayable: JEAS

Within 1 year — current portion — A — B EA S A5y 4,000 3,000
Between 1 and 2 years — 4F & 4 39,182 4,000
Between 2 and 5 years i 4F & R 4R 249,387 93,000
Over 5 years TAERL | 140,781 -
Non-current portion FE BP 3 FB Ay 429,350 97,000
433,350 100,000

The long-term bank loans are secured by mortgages over the

investment properties of the Group.

18 4K

12 BT B AR SR 2 BUE W) %
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Notes to the Condensed Consolidated Financial Statements (Continued)

7 A A A B AR B R )

13.

14.

AMOUNT DUE TO HOLDING
COMPANY

During the period, VXLCPL, the holding company, has granted a
loan of US$7,600,000 (equivalent to approximately
HK$58,997,000), in addition to the existing loan of
HK$129,000,000 to the Company. These loans are unsecured,
bearing interest at LIBOR/HIBOR plus 1.75% and repayable within
one year. As at 30 September 2007, the Group has accrued interest
payable of HK$1,751,000 (31 March 2007: HK$551,000).

DEFERRED TAX LIABILITIES

Deferred tax assets and liabilities are offset when there is a legally
enforceable right to offset and when such accounts relate to the
same fiscal authority. The offset amounts are as follows:

13.

14.

Y A5F $22 JBe o ) s I

BN > 5 B 2 B VXLCPLZE 3L A & 3K
129,000,000% JC PA 4b > o5 % 5 & &K
7,600,0003% 76 (£ AH & i~ 58,997,000k
JC) T AN W] o 5% A R ST e A
FURAT R R B & AT IR 57 B
F RN 1.75% w1 8 e ZE A — 4F TR 32
R oBEEESA =1 H o> A E AT
P25 B EM B A 1,751,0009 0T (&
4 =H =+—H :551,000% JC) o

1 S B B AR

i A7 AR AR K B » T A0 A JH
Sk SR A AL B > B T A0 A 3 T
B AR IS o FR S AT

B[] —

At 30 September At 31 March

2007 2007

HK$’000 HK$’000

N E LA i TR

JLH=+H =A=+—H

T T T

Deferred tax assets % FE Bl TH & 3,648 1,421
Deferred tax liabilities 5 SE B JH B (85,003) (57,128)
Net deferred tax liabilities A% SiE Fi JE B £ I AR (81,355) (55,707)
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14. DEFERRED TAX LIABILITIES (Continued)

Notes to the Condensed Consolidated Financial Statements (Continued)

7 B A 5 B B R B R )

14. %% 2E B JH A 15 (m

WK, RN AR R
EIEBLTHE (A fH)

The components of deferred tax assets/(liabilities) recognized in

3 3R B e R
) 18

the consolidated balance sheet and the movements during the iy B FL 5 )
period/year are as follows: LU
Revaluation of
investment
property and
depreciation
allowance Tax losses Total
HK$’000 HK$'000 HKS$’000
S EAN
PEIE-E L BT i FE
T T 7T Tt
At 1 January 2006 N EFENRE—H—H (18,922) 396 (18,526)
Acquisition of business Wi i S S (47,331) = (47,331)
Credited to income statement PP A 5 & 10,182 1,025 11,207
Exchange difference [ 5, 25 %H (1,057) = (1,057)
At 31 March 2007 e i (57,128) 1,421 (55,707)
=A=+—H
(Charged)/credited (Fngr A) FEA
to income statement (Note 5) Hai % (B EES5) (26,876) 2,213 (24,663)
Exchange difference I b8, 2 % (999) 14 (985)
At 30 September 2007 e e
JLA=1+H (85,003) 3,648 (81,355)
Unrecognized deferred tax assets are as follows: KRR 2 AR L B TE A R
At 30 September At 31 March
2007 2007
HK$’000 HK$'000
P/ o= S S MR _FETLE
JLA=1+H =H=+—H
T 0 T
Unutilited tax losses KB 2 BLIE 5 1R 8,692 15,528
Accelerated tax/(depreciation) IR BLIE (T8 B
allowance 172 (29)
8,864 15,499

R EELFEIA =+ H AL
A 45 DLHE B H R Bl A 2 AR B

FA B JE s 15 4 48,629,000 JC (. EHE

L4E=H =+—H :84,457,000% JC)

As at 30 September 2007, the Group has unutilited tax losses of
approximately HK$48,629,000 (31 March 2007: HK$84,457,000)
to carry forward against future taxable income. No deferred tax
assets has been recognized in respect of the tax losses due to the

unpredictability of future profit streams. Included in the tax losses,
HK$46,183,000 (31 March 2007: HK$74,454,000) has no expiry
date and HK$2,446,000 (31 March 2007: HK$10,003,000) expire
within five years under the current tax legislation.

B[R H 75 35 R A& I8 2 A 1T 1 B o R
B T s 48 e R IR A B TE T o AR PR B
17 BB A 91 > 7% B4 T Js 48 > 46,183,000
WL (DEFELE=ZH=+—H:
744540002%73 jtﬂi):ﬂ% H >

2,446,000% 6 (ZEFEFLE=H =+ —
H : 10,003,00017%75 RIPIA A A 21 B o
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Notes to the Condensed Consolidated Financial Statements (Continued)

7 A A A B AR B R )

15. SHARE CAPITAL 15. it
At 30 September At 31 March
2007 2007
HK$’000 HK$’000
i o S BT AR
JWA=+H =H=+—H
TG Fits gt
Authorised: %E
4,000,000,000 ordinary shares of  4,000,000,000% & i Ifi {5 0.01%5 7 2
HK$0.01 each (31 March 2007: W (CFFZEFE=H =T—H:
200,000,000 ordinary shares of 200,000,000 % % Ji% T {1 0.20% 7T
HK$0.20 each) o i) 40,000 40,000
Issued and fully paid: C AT MU
1,529,600,000 ordinary shares of  1,529,600,000% %5 /B 1 {H 0.01#5 I
HK$0.01 each (31 March 2007: T (CEELFE = =+ —H:
76,400,000 ordinary shares of 76,400,000 8% 45 % T8 {H 0.20%5 7T 2
HK$0.20 each) o i) 15,296 15,280

Share subdivision

On 7 August 2007, every ordinary share of HK$0.20 each of the
Company was subdivided into twenty ordinary shares of HK$0.01

each.

Jie 4oy % A

W oEEEENHEH AL E S
{H0.203 JC 2 38 I B JR 4 4 — + A

Ji% T {E0.01H#E 7T 2 3% %8 % o

At 30 September At 31 March

2007 2007

HK$’000 HK$'000

REZEE RFTLEF

AH=+H =H=+—H

T 0 T G

At 1 April/1 January RMH—H,/ —H—H 15,280 14,400
Issue of shares on placement HC B IR5 347 IR0 = 880
Exercise of share options A7 fo i J 16 -
At 30 September/31 March WHRA=Z+H/"=ZA=+—H 15,296 15,280
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16.

Notes to the Condensed Consolidated Financial Statements (Continued)

SHARE CAPITAL (Continued)
Share Option Scheme

During the period, 42,000,000 Share Options were granted under
the Share Option Scheme with an exercise price of HK$0.77 per
share. The related average closing price immediately before the
date on which the share options were granted was HK$0.77 per
share.

The fair value of share options granted during the period estimated
using the Black-Scholes valuation model is HK$0.4618 per share.
The calculation takes into account a share price of HK$0.77 per
share, exercise price of HK$0.77 per share, a risk-free interest
rate of 4.216%, a volatility of 68.03% with expected life for 5
years and no expected dividend.

During the period, 1,600,000 (fifteen months ended 31 March
2007: Nil) new ordinary shares of HK$0.01 each were issued upon
exercise of the options granted under the Share Option Scheme
adopted by the Company on 5 June 2005 at an exercise price of
HK$0.77 per ordinary share. The related average share price at
the time of exercise was HK$0.75 per ordinary share. These shares
rank pari passu with the existing shares of the Company.

OPERATING LEASE COMMITMENT

At 30 September 2007, the Group had commitments under non-
cancelable operating leases in respect of rented premises, which

15.

16.

7 B A 5 B B R B R )

A )
JiFE % BEE T 81

WA > AN ) ER O R ST A
42,000,000173 B % 1 > 47 1 2% 49 B 0.77
5 0 o B I A PR B MR 2 A BT
Y T AE S A 0. 77 I -

i IR S oA (A A AT A 55> 0 R 42
2 W R HE 22 N (B 2 19 1 0.46 1895 TG
FHE Tk B RE & R AE R 0.7785 6 4T
fiff 8 & B 0.77% oo ~ 4 & By Fl X
4.216% ~ TEFF 4 B 15 68.03 % I lf 48
TS

B A e R ME R e AT A
A 0. 779 Te AT AR AN B —F
T A AE S L H B AR 2 R ST 4%
2 i A > AR A F] R T %47 1,600,000
B EE _EFEF=A=F—HIT
FAR A 48 AR (E0.0135 0 2 87 4
JB o i A7 {6l IR 22 AR B 1 X A Ay 5
T8 0. 75 IC o I 4 Iy B AR 28 7] 2 B
A Ay = AT W] 55 H A7 -

R E AR

A FRRLENA =T HAEERE
AN T fh G A AL ZH $R LT AR B SO A

fall due as follows: ZHEY L RYEW R
At 30 September At 31 March
2007 2007
HK$’000 HK$000
W ELAE e
JLA=Z+H =H=+—H
T 0 T 4 JC
Not later than 1 year AN R L — 4E 3,151 5,366

Later than 1 year and not later than — 4F DA [ {H A 8 781 11 4F

5 years = 486
3,151 5,852
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Notes to the Condensed Consolidated Financial Statements (Continued)
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17. CAPITAL COMMITMENTS

18.

The Group has 30% effective interest in Cruise City Holdings
Limited (“CCHL") and its subsidiary, Cruise City (Hong Kong)
Limited, which submitted an Expression of Interest to the HKSAR
Government for the New Cruise Terminal Development in
December 2005. Pursuant to a joint venture agreement dated 8
December 2005, the Company has committed to advancing
approximately HK$3,000,000 to CCHL of which HK$900,000 has
been expended as at 30 September 2007.

During the period, the Group has entered into an agreement to
acquire 11 hotel assets for an aggregate consideration of RMB176.5
million and has paid deposits amounting to RMB53.1 million. As
at 30 September 2007, the Group has commitments in respect of
acquisition of 11 hotels amounting to RMB123.4 million
(equivalent to approximately HK$127.4 million) (31 March 2007:
Nil), which were contracted for but have not been recognized in
these condensed financial statements.

Other than as mentioned above, as at 30 September 2007, the
Group has commitments in respect of renovation costs of
Changshou Properties amounting to HK$84,632,000 (31 March
2007: HK$5,798,000), of which HK$71,534,000 (31 March 2007:
Nil) were authorized but not yet contracted for and HK$13,098,000
(31 March 2007: HK$5,798,000) were contracted for but have not
been recognized in these condensed consolidated financial
statements.

RELATED PARTY TRANSACTIONS

In addition to that as disclosed in Note 13, the following
transactions were carried out with related parties during the
period:

(a) Purchases of services

The Group has contracted with various related parties, which
are corporations controlled by a director of the Company, to
provide management and administrative services to the
Group. The management and administrative fee paid and
payable for the period is HK$196,000 (six months ended 30
June 2006: HK$57,000). One of the agreements with a fixed
monthly fee of HK$13,000 was terminated with effect from
1 July 2007.
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17.

18.

B AR

A 4E H A Cruise City Holdings
Limited ([ CCHL.) 30% 2 B B4 25 > 1fii
OB B 4 W B ER IR (i) AIRA A B
i FF AR T H ) A R I AT L
% BT 12 58—y 33 4% 8 Sy 0 o 05 6 T
HzEmE-RE_FFZHET AN
HETRI L2 — &8 ek AN R ER
# [5] CCHL¥A 5 49 3,000,000 J¢ » H o
900,000 TE M —FEFELENLH =1
H 32 e

Ik AR B B TS — 0 Wk w11
HWEEE > AN ELANRK
176,500,0007G - i B 3 1} #% 4 A R ¥
53,100,0007C° it ~“FEEFE-LENLH =+
H o A4 [ 7 R A I L1 [V i 2 7R 41 7
A B 123,400,0007C (& A1 & R
127,400,000 JC) (= F X L4 =H =
) A BRIEC T A A HAE
JE s A il B B S i 2R A R

B balk FH A iy —FEELFEILA =+
H > A4 [ B R 75 26 2 BB LA 2
A 15 84,632,000% U6 (—FE L A4FE =
H =+ —H :5,798,000% jt) > H
71,534,000 o6 (=X X L4FE=H = |
—HE) C R RET LA A
13,098,000 76 (—FF - LE=H =+
— H :5,798,000% o) £ 5T 37 & £ {H 3l
JHE 7 S 8 W 4 WA TS S R TR E R o

o i 5 22 5

Ik B 130 48 ok 5 41 > S vk B ) gt Uy o
(IS E 2]k U

(a) W% B k2

AR B2 2 B (A A ]
—HEBEEEH 2 NF) G AR
li) A4 4 ) 2 4 A B 0% AT B A B IR
o B A > B A S I A5 45 3 B A7
PR 5 196,0008 T (L E %
FTNENHZTHIEAMA :
57,0005 JG) © H o — 1 ¥ o #R
H #13,00045 70 2 W sk £ th —F %
EEEH - HEKIL-



Notes to the Condensed Consolidated Financial Statements (Continued)

18. RELATED PARTY TRANSACTIONS

(Continued)

(b) Rental charges

(c)

The Group has entered into a tenancy agreement with the
landlord, Smart Forward Services Limited, a corporation
owned by a director of the Company, to lease a residential
unit at a monthly rent of HK$55,000 per month effective
from 15 May 2006 for a period of 2 years. A rental deposit of
HK$110,000 has been placed with the landlord. The rental
expense paid and payable for the period is HK$330,000 (six
months ended 30 June 2006: HK$83,000).

Interest expenses

During the period, the Group has interest expense paid and
payable to VXLCPL amounting to HK$5,604,000 for the loan
as disclosed in Note 13 (six months ended 30 June 2006:
Nil).

(d) Key management compensation

7 B A 5 B B R B R )

18. [ i O & 5 (w0

(b) 4B XX

(c)

A 4L Bl % F Smart Forward
Services Limited (A AN/ 7l — & &
HPEH AT FTL— HHEE W
> DL A #i155,000 o AL & — (1
EEA A S BEANFERL] T
FOH EEFT 2 B AR e AR ) 2
F F AT 110,000 o 4 5 4 o A
Ao B AT K MR 4 B S A
330,000 7T (# 22 —FF N FE N
H =+ H 175 # H :83,000% 75) °

A 8 BA 3¢

TN > A 45 ) gl BT 5 13 7 B 78 2 4
AT B E AT VXLCPL 2 1l 5 B
¥ £45,604,000% 00 (FE —FEN
EANHAZ=ZTHIEANMEA ) -

(d) 2245 B g e T

For the six months ended

30 September 30 June
2007 2006
HK$’000 HKS$’000
BE-ZFLE HE_EEAE
LH=+HIE ANH=THIk
7 il H 75l A
T 0 T T

Salaries and other short-term 3 4 5 J At %2 384 1§ & 48
employee benefits 5,919 3,887
Employee share option benefits 1 5 i Ji H#E & 7] 1,822 -
Post-employment benefits il 18k 1% A 29 38
7,770 3,925
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Notes to the Condensed Consolidated Financial Statements (Continued)
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19. EVENTS AFTER THE BALANCE SHEET
DATE

(@)

(b)

On 23 October 2007, the Group entered into an agreement
to acquire 5 budget hotels from China Post Group for an
aggregate consideration of RMB120.3 million (equivalent to
approximately HK$124.2 million). The 5 hotels are located
in the Gansu, Liaoning and Shandong provinces and Tibet
Autonomous Region of the PRC. The acquisition will be
completed upon fulfillment of all necessary registration
procedures with relevant government authorities in the PRC
in respect of the transfer of the title of the hotel assets. The
remaining balance of the consideration, together with interest
calculated at the applicable interest rate, shall be payable
upon completion or on 23 April 2008, whichever is earlier.

On 7 December 2007, Arrow Star Investment Limited, a
wholly-owned subsidiary of the Company, entered into a
Sale and Purchase Agreement to dispose of an investment
property in Hong Kong to a third party for a cash
consideration of HK$161.0 million. The profit on disposal is
estimated to be approximately HK$11.0 million.
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19. 5 H H 1R FIH

(@)

(b)

REEELFETA T =H AL
B 5T 7 — T T ok > DA ARACAE N R
120,300,0007C ( # A1 & 7
124,200,000 J©.) 1] 7 28 2 E 45 8]
Wi B 5 ] 458 9% U3 O - 5% SR NG
A7 7 P R TR R AL R A DL K
P9, [ 9 [ o 5% T WA 6 S e e
%S I & E 2 T A 1) AR B R
(R IS0 AT A, ) S B i A o
RO AR AR 0 A AU 2 R AT R AR
] 4% 38 1) R R 515 2 LR R R 58
R = EE N AENH —+=H
(DA B35 o ME ) SZ Ao

RoEEELES A LH ARARAF
2 A I E S FR A E A PR
A RT L — TH E E ko LA
161,000,00045 7t th 5 — I8 {37 it 7
W2 REYET 25 =) i%E
H B 2 % RS FEAD 25 11,000,0009
TEo



DISCLOSURE OF INTERESTS

(A) Directors’ Interests in Shares and underlying

Shares of the Company

As at 30 September 2007, the interests and short positions of the
Directors and chief executive of the Company in the shares,
underlying shares and debentures of the Company and its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO”)) as recorded in the
register maintained by the Company under section 352 of the
SFO or as otherwise notified to the Company and the Stock
Exchange of Hong Kong Limited (the“Stock Exchange”) pursuant
to the Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code”) in the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”)

are as follows:

Other Information

oAb R

e 2 9 B
(A) 3 F A A A =] By By K A BA i

i B4 HE 25

BoEEEENA =1 H R GER
Fe BR B el 56 =\ I+ T RHL e H
AN FEFHE R TR AL FESE
Be A7 BB AS A 7 B AR 5 ) (1%
(B 75 B 0 B A6 191D 58 XV T I T 19 18R
F8) 09 B0y - AR BRIy S P ME 8 > AR 48
(FHBB o A RA A ([
Brl) s LA ([ CEAALD 1)
R AT N AT R IR A ) AR
ey ([ CGEEMESF R |) A& A A
A % Wk A2 P O HE i SRR

Ordinary Shares/

underlying Shares Approx. % of
Name of Directors Nature of Interests Note of HK$0.01 each Issued Shares
A5 I T A 1 B BAT
0.01% 6 Z JBe 433 19 W% £
HRAH HE 25 BT BESE A A B R Ha kb
(%)
Datuk LIM Chee Wah Interests in Shares — Corporate Interests 1 1,069,308,000 69.90%
NE i P A 2 45 — 7 v HE
Interests in Warrants — Corporate Interests 2 153,861,600 -
A R I HE R 2 B g — A R 4
Interests in Share Options — Personal Interests 3 4,400,000 -
i S P HE 2 g — R B
1,227,569,600
Percy ARCHAMBAUD-CHAO  Interests in Shares — Corporate Interests 4 300,000,000 19.61%
i A e i PR AR 2 i 45 — /A v BE
Interests in Warrants — Corporate Interests 5 60,000,000 =
it R P HE R 2 M 22 — A A HE 45
Interests in Share Options — Personal Interests 3 4,400,000 -
i P HE 2 45 — B
364,400,000
Patsy SO Ying Chi Interests in Share Options — Personal Interests 3 4,400,000 =
53 i I P HHE 2 g — B £
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Other Information (Continued)

HABERE @0

DISCLOSURE OF INTERESTS (Continued)

(A) Directors’ Interests in Shares and underlying
Shares of the Company (Continued)

Notes:

1. The corporate interests of 1,069,308,000 Shares are held by VXL
Capital Partners Corporation Limited (“VXLCPL"), a company wholly
and beneficially owned by Datuk Lim Chee Wah (“Datuk Lim”).
The interests in 1,069,308,000 shares comprises 769,308,000 shares
which are beneficially owned by VXLCPL and 300,000,000 shares
which are deemed to be interested by VXLCPL as security interests.
The 300,000,000 shares are duplicated with the interests of Mr. Percy
ARCHAMBAUD-CHAO (“Mr. A. Chao”) as set out in note 4 of this
section and the interests of VXLCPL and Huge More Limited (“Huge
More”) as set out in note 2 of the section”Substantial Shareholders’

Interests in Shares and underlying Shares of the Company”.

2. The corporate interests of 153,861,600 warrants are held by VXLCPL
and duplicated with the interests of VXLCPL as set out in note 3 of
the section “Substantial Shareholders” Interests in Shares and

underlying Shares of the Company”.

3. Details of the interests in share options are set out separately in the

section “Interests in Share Options of the Company”.

4. The corporate interests of 300,000,000 shares are held by Huge More,
a company wholly and beneficially owned by Mr. A. Chao. The
300,000,000 shares are duplicated with the security interests deemed
to be interested by VXLCPL as set out in note 1 of this section and
the interests of VXLCPL and Huge More as set out in note 2 of the
section“Substantial Shareholders’ Interests in Shares and underlying

Shares of the Company”.

5.  The corporate interests of 60,000,000 warrants are held by Huge
More and duplicated with the interests of Huge More as set out in
note 4 of the section “Substantial Shareholders’ Interests in Shares

and underlying Shares of the Company”.

6.  All the interests disclosed above represent long position in the shares

or underlying shares.
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BE 25 Pk 28 (w0

(A) & 25 YA 2N W] BG4y B A B B
1y W HE 25 ()

B

1,069,308,000/8 B 173 14 2 w) HE 45 )5 1%
B ([ ]) 2 RE
% % A B VXL Capital Partners
Corporation Limited ([ VXLCPL]) #F
A %1,069,308,000 % I 3 2 #E 4 £, %
769,308,000/ i # B VXLCPLET % #E
i } 300,000,000 A 4 w46 2%
VXLCPLEA f 38 #E 25 77 X B A - %
300,000,000 1 173 HE %t BLAS 6 B 5 47
o M e A (TR ) B RE 45 I
[ = 2 R SRR A 2 ] 0 g A9 B v R e 173
M HE %5 | — B B 5 20T 8 VXLCPL &
Huge More Limited ([ Huge More )
B £ BB o

153,861,600/ w8 M HE w8 (149 23 7 HE £ 3
B VXLCPLAF A » 3f B [ 32 22 1) AR 7
) (1 e 473 B A R S 9 1 EE 4 — 5
3T # VXLCPLAY #E 25 5 % o

I AR R 5 PO T IS T A 0 D
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DISCLOSURE OF INTERESTS (Continued)
(B) Interests in Share Options of the Company

As at 30 September 2007, details of share options granted to
Directors and employees under the Share Option Scheme (“Share
Option Scheme”) adopted by the Company at annual general

meeting held on 3 June 2005 and remain outstanding are:—
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Share Options

Exercise Price Outstanding Outstanding
Grantee Date of Grant Exercise Period per Share at 1/4/2007 at 30/9/2007
(HKS$)
REFFLE REFFLE
MA—H NLA=+H
o 5B 4y HARATBEZ AR AT B 2
ZHA B HA A7 43 7 0 5 i I HE 2 i Jhe HE M B
(¥ T)
Directors
HH
Datuk LIM Chee Wah 23/8/2007 23/8/2007-22/08/2012 0.77 = 4,400,000
MEEEE
Percy ARCHAMBAUD-CHAO  23/8/2007 23/8/2007-22/08/2012 0.77 = 4,400,000
7 i A
Patsy SO Ying Chi 23/8/2007 23/8/2007-22/08/2012 0.77 = 4,400,000
% 254
Employees
fE &
Aggregate total of employees  23/8/2007 23/8/2007-22/08/2012 0.77 = 27,200,000
(SE Ll
40,400,000
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DISCLOSURE OF INTERESTS (Continued)

(B) Interests in Share Options of the Company
(Continued)

Notes:
1.  The Share Options to subscribe for shares are exercisable as to:

(i)  For Directors or Employees who have been appointed for not

less than two years immediately before date of grant:

(a) up to 20% immediately after date of grant;

(b) up to 46.7% immediately after 12 months from date of

grant;

(¢) up to 73.3% immediately after 24 months from date of

grant; and

(d) up to 100% immediately after 36 months from date of

grant.

(ii) For Directors or Employees who have been appointed for less

than two years immediately before date of grant:

(@) up to 33.3% immediately after 12 months from date of

grant;

(b) up to 66.7% immediately after 24 months from date of

grant; and

(c) up to 100% immediately after 36 months from date of

grant.

2. During the six months ended 30 September 2007, 42,000,000 Share
Options were granted to directors and employees under the Share
Option Scheme and a total of 1,600,000 Share Options were exercised

by employees of the Company.
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DISCLOSURE OF INTERESTS (Continued)
(B) Interests in Share Options of the Company

(Continued)

Save as disclosed above, as at 30 September 2007, none of the
Directors or chief executive of the Company has any interests or
short positions in the shares, underlying shares and debentures
of the Company or its associated corporations (within the meaning
of Part XV of the SFO) which are recorded in the register
maintained under section 352 of the SFO or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model
Code.

(C) Substantial Shareholders’ Interests in Shares and

underlying Shares of the Company

As at 30 September 2007, the interests and short positions of
every person, other than the Directors and chief executive of the
Company, in the shares and underlying shares of the Company,
as recorded in the register maintained by the Company under

section 336 of the SFO are as follows:
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FIAF A 0 5 G T R PR A A R K
7B AR DL A BN R AR 2 R By
B B3 o B R 2 R AT

Ordinary Shares/

underlying Shares Approx. % of
Name of Shareholders Nature of Interests Note of HK$0.01 each  Issued Shares
5 1B i 15 BB 47
0.01¥EZ JBe A3y 1) 48 24
JB 3 44 HE 23 Bk B B 5 W5 I H bk
(%)
VXL Capital Partners Interests in Shares — Beneficial Interests 1 769,308,000 50.29%
Corporation Limited AR 2 4 25— B o ME 4
Interests in Shares — Security Interests 2 300,000,000 19.61%
A B Ay 2 4 i — PR 78 RE 45
Interests in Warrants — Beneficial Interests 3 153,861,600 -
AR Z s — B
1,223,169,600
Huge More Limited Interests in Shares — Beneficial Interests 2 300,000,000 19.61%
AR 2 B 4 — B o M £
Interests in Warrants — Beneficial Interests 4 60,000,000 -
T R B R 2 HE fn — B 0 M A
360,000,000
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DISCLOSURE OF INTERESTS (Continued)

(C) Substantial Shareholders’ Interests in Shares and
underlying Shares of the Company (Continued)

Notes:

1. 769,308,000 shares are beneficially owned by VXLCPL, which is
wholly and beneficially owned by Datuk Lim, the Chairman of the
Board and an executive Director of the Company. Datuk Lim is also

a director of VXLCPL.

2. 300,000,000 shares are beneficially owned by Huge More and are
deemed to be interested by VXLCPL as security interests. Huge More
is wholly and beneficially owned by Mr. A. Chao, the Chief Executive
Officer and an executive Director of the Company. Mr. A. Chao is
also a director of Huge More. These 300,000,000 shares duplicated
among themselves in this section and as set out in notes 1 and 4 of
the section “Directors’ Interests in Shares and underlying Shares of

the Company”.

3. 153,861,600 warrants are beneficially owned by VXLCPL and
duplicated with the interests of Datuk Lim as set out in note 2 of
the section “Directors’ Interests in Shares and underlying Shares of

the Company”.

4. 60,000,000 warrants are beneficially owned by Huge More and
duplicated with the interests of Mr. A. Chao as set out in note 5 of
the section “Directors’ Interests in Shares and underlying Shares of

the Company”.

5. All the interests disclosed above represent long position in the shares

and underlying shares.

Save as disclosed above, as at 30 September 2007, no other
interests or short positions in the shares or underlying shares of
the Company are recorded in the register maintained under section

336 of the SFO.
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INTERIM DIVIDEND

The Board has resolved not to declare an interim dividend for the six
months ended 30 September 2007 (six months ended 30 June 2006:
Nil).

SHARE SUBDIVISION

On 7 August 2007, every ordinary share of HK$0.20 each of the
Company was subdivided into twenty ordinary shares of HK$0.01 each.
As at 30 September 2007, the authorized share capital of the Company
is HK$40,000,000 divided into 4,000,000,000 ordinary shares of HK$0.01
each, out of which 1,529,600,000 ordinary shares are issued and
2,470,400,000 ordinary shares are unissued.

BONUS ISSUE OF WARRANTS

On 8 August 2007, the Company issued 305,600,000 bonus warrants
on the basis of one warrant for every five ordinary shares of HK$0.01
each held by shareholders. The warrants are exercisable from 8 August
2007 for a term of two years at an initial subscription price of HK$0.95
per ordinary share in cash, subject to adjustment, upon exercise of any
subscription rights attaching to the warrant. No warrant of the

Company was exercised as at 30 September 2007.

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

During the six months ended 30 September 2007, neither the Company
nor any of its subsidiaries purchased, sold or redeemed any of the

Company’s listed securities.
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Other Information (Continued)
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CORPORATE GOVERNANCE

Compliance with the Code on Corporate Governance
Practices

The Group is committed to maintaining high standards of corporate
governance and the Board considers that effective corporate governance
is an essential factor to the corporate success and to enhance

shareholders’ value.

The Group has applied the principles and complied with the code
provisions of the Code on Corporate Governance Practices (the “CG
Code”) as set out in Appendix 14 of the Listing Rules throughout the
accounting period covered by the six months ended 30 September

2007, with minor deviations as stated below.

Pursuant to Code A.4.1 of the CG Code, non-executive directors shall
be appointed for a specific term. All non-executive directors of the
Company, other than Mr. Alan Howard SMITH, are appointed for a
specific term. Pursuant to Code A.4.2 of the CG Code, each director
shall retire by rotation at least once every three years. In accordance
with the Company’s Articles of Association, one-third of the directors
are subject to retirement by rotation and subject to re-election at each
annual general meeting. The Board therefore considers that sufficient
measures have been in place to ensure that the Company’s corporate
governance practices are no less exacting than those stipulated in the
CG Code and will ensure each director shall retire by rotation at least

once every three years.
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CORPORATE GOVERNANCE (Continued)
Model Code For Securities Transactions by Directors

The Board has adopted its own code of conduct regarding securities
transactions by Directors (the “Internal Model Code”) on terms no
less exacting than the required standard set out in the “Model Code
for Securities Transactions by Directors of Listed Issuers of the Listing
Rules”. Having made specific enquiries with all Directors, the Directors
have complied with the Model Code in their securities transactions

during the six months ended 30 September 2007.

Internal Audit

The Company has appointed Mable Chan & Co. (“Internal Auditors”)
to provide internal audit services to the Group for the financial year
ending 31 March 2008. The Internal Auditors have completed their
review for the six months ended 30 September 2007 and concluded
that the internal control system of the Company was adequate and no

significant risks were identified.

The Board has reviewed the results of the internal control review by
Internal Auditors and, after discussion with management, is satisfied
that the Group’s system of internal controls is adequate and effective.
The Board will continue to review and improve the Group’s internal
control system, taking into account the prevailing regulatory
requirement, the Group’s business development and interests of

shareholders.
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CORPORATE GOVERNANCE (Continued)
Audit Committee

The Audit Committee comprises all the independent non-executive
directors who possess appropriate business, legal, engineering and
financial experience and skills to undertake review of financial
statements in accordance with good practice of financial reporting.
The Audit Committee is chaired by Mr. David YU Hon To and the
other two members are Mr. Alan Howard SMITH, J.P. and Dr. Allen
LEE Peng Fei, J.P.. The unaudited interim results for the six months
ended 30 September 2007 has been reviewed by the Audit Committee.

By order of the Board
VXL Capital Limited
Datuk LIM Chee Wah

Chairman

Hong Kong, 13 December 2007
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