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Corporate Information
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DIRECTORS
Executive Directors
Chan How Chung, Victor
Boo Chun Lon

Independent Non-executive Directors
Yuen Wai Ho

Chow Siu Ngor

Lee Ka Lun

AUDIT COMMITTEE
Yuen Wai Ho (Chairman)
Chow Siu Ngor

Lee Ka Lun

REMUNERATION COMMITTEE

Chow Siu Ngor (Chairman)
Yuen Wai Ho
Lee Ka Lun

QUALIFIED ACCOUNTANT
Woo Ming Wah

SECRETARIES
Company Secretary
Ng Yuen Yee

Assistant Secretaries
Appleby Corporate Services (Bermuda) Limited

RESIDENT REPRESENTATIVE
Appleby Corporate Services (Bermuda) Limited

AUDITORS
Ting Ho Kwan & Chan

LEGAL ADVISERS
Baker & McKenzie
Richards Butler

PRINCIPAL BANKERS

The Hongkong and Shanghai Banking Corporation Limited
Chong Hing Bank Limited
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Corporate Information (continued)
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REGISTERED OFFICE
Canon’s Court

22 Victoria Street

Hamilton HM12

Bermuda

HEAD OFFICE AND PRINCIPAL PLACE OF
BUSINESS

Suite 3401, 34/F, COSCO Tower

Grand Millennium Plaza

183 Queen’s Road Central

Hong Kong

Tel: (852) 2532 0088

Fax: (852) 2532 5229

Website: http://www.rexcapital.com.hk

BERMUDA PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Reid Management Limited

Argyle House

41A Cedar Avenue

Hamilton HM12

Bermuda

HONG KONG BRANCH SHARE REGISTRAR
AND TRANSFER OFFICE

Tricor Standard Limited

26/F Tesbury Centre

28 Queen’s Road East

Hong Kong

Online Trading Service

Customer service hotline: (852) 2532 0925
Customer service fax: (852) 2532 0083
Email: online@rexcapital.com.hk
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Corporate Information (continued)
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CHINA OFFICES

Beijing Representation Office
Room 1706, Timeson Tower

No. Y112, Chao Yangmen North Street
Beijing

Shenzhen Sinodata Technology Co Ltd
3/F, Block 7 Tianan Industrial Zone Nanyou
Nanshan District, Shenzhen

Beijing Guard Libang Technology Co Ltd
31/F, Cyber Tower A, 2 Zhongguancun South Avenue
Haidian District, Beijing

Shenzhen Kingsail Software Tech Co Ltd
4E Jialitai Building, 6 Yanshan Road
Nanshan District, Shenzhen

REXLot Investment (Shenzhen) Co Ltd
Room B, 30/F, Noble Center

3rd Fuzhong Road, Futian District

Shenzhen
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Management Discussion and Analysis

The board of directors (the “Board”) are pleased to present the
annual results of REXCAPITAL Financial Holdings Limited (the
“Company”), its subsidiaries and jointly controlled entities
(together, the “Group”) for the financial year ended 31 December
2007.

BUSINESS REVIEW AND PROSPECTS

Welfare Lottery
Operationally, the Group’s businesses in the lottery market have
been strengthened since its foray into the industry in 2006.

Its subsidiary, Shenzhen Sinodata Technology Co Ltd (“Sinodata”),
is the leading Computer Ticket Games (“CTG") system provider
for welfare lottery in China, accounting for over 50% of market
shares in 2007 with coverage of 16 provinces. Extending its
participation in welfare lottery market, the Group further acquired
18.94% interest in Sinodata to 64.75% during the year. In
December 2007, the Group entered into an agreement to further
acquire 20% interest in Sinodata.

On the side of instant lottery (“Scratch Cards”) business, the
Group's previously 70%-owned subsidiary, Beijing Guard Libang
Technology Co Ltd (“Guard Libang”) is the exclusive provider of
systems and games for Scratch Cards in the Chinese welfare
lottery market based on its proprietary 2D barcode anti-
counterfeiting technology. The business of Guard Libang covers
23 provinces in China.

In July 2007, the Group announced that it would first acquire
the remaining 30% interest in Guard Libang and then sell 50%
interest in Guard Libang to US-listed Scientific Games Corporation
("Scientific Games”), the world renowned instant ticket system
and games provider. The transaction was completed in November
2007 and derived a gain of HK$63,998,000. The partnership
enables the Group to access to the library of games of Scientific
Games and its expertise and know-how which will help to bring
international Scratch Cards games development, practices and
technologies to the growing Scratch Cards market in China.
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Management Discussion and Analysis (continued)

BIEE R wm M (8)

Sports Lottery

Another subsidiary, Shenzhen Kingsail Software Tech Co Ltd
("Kingsail”), is one of the few approved providers to the China
sports lottery machines. It has already secured supply contracts
for 4 provinces in China. In December 2007, the Group entered
into an agreement to further acquire 26% interest in Kingsail
and thereafter increased the controlling stake to 84%. The Group
will continue its effort to increase the participation in the Sports
CTG market.

Our lottery business had made significant contribution to turnover
and profits in the respective amount of HK$373,410,000 (2006:
HK$115,043,000) and HK$243,380,000 (2006: HK$39,676,000)
for the year ended 31 December 2007. The Group firmly believed
that PRC lottery business has great potential and will keep
generating business growth and attractive returns for years to
come.
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Management Discussion and Analysis (continued)

Money Lending

Interest income from money lending slightly decreased by 13%
to HK$9,481,000 in 2007 (2006: HK$10,943,000). In order to
implement consistent control on risk, the Group will continue to
adopt conservative financing policy on loan lending.

Investment Trading and Holding

The local stock market was volatile in 2007, recording historic
high in October and retreating since the outburst of US sub-
prime mortgage crisis in the last quarter. Turnover for the year
decreased to HK$21,991,000 (2006: HK$29,790,000) and
segment profit was HK$1,441,000 (2006: HK$21,097,000) which
included the unrealised profit on securities amounting to
HK$1,673,000 (2006: HK$15,413,000).

Financial Services

In the first half of 2007, turnover of local stock market registered
a remarkable performance. Turnover of the Group’s financial
services increased to HK$29,770,000 (2006: HK$18,107,000).
However, due to high operating cost primarily caused by rental
and staff cost, the performance of this segment was adversely
affected and recorded a loss of HK$646,000 for the year ended
31 December 2007 (2006: profit of HK$1,065,000).
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Management Discussion and Analysis (continued)

BEEwm L (8)

Looking Ahead

Citing robust and sustainable growth in lottery market in 2007,
the annual sales of lotteries amounted to RMB100 billion in the
PRC, of which welfare lotteries and sports lotteries accounted
for 62% and 38% respectively. The Group has committed
resources to provide comprehensive and professional services to
the market, with an aim to consolidate its established foothold
in the lottery market in China.

In February 2008, the Group has formed a strategic alliance with
Scientific Games to further develop lottery business opportunities
in China. Each party will contribute their respective expertise,
know-how, local knowledge and distribution channels.

On sports lottery side, the Group has established a joint venture
to focus on development and expansion of the Group’s sports
lottery distribution business in Eastern China, which includes
Shanghai, Jiangsu and Zhejiang.

In April 2008, the Group extended its presence in sports lottery
market by acquiring 90% stake in Guangzhou Latech Technology
Co Ltd (“Guangzhou Latech”), which is one of the few approved
providers for the development and production of sports lottery
machines by China Sports Lottery Administration Center. Upon
completion of the acquisition, the coverage of the Group’s sports
lottery business is expected to increase to 11 provinces/cities.

FINANCIAL REVIEW

Result

For the year ended 31 December 2007, the Group recorded a
turnover of HK$434,652,000 (2006: HK$173,883,000),
representing an increase of 150% over that of the last year. The
increase was mainly attributable to the Group’s lottery business
in China which achieved a turnover of HK$373,410,000 (2006:
HK$115,043,000).

Profit attributable to shareholders for the year was
HK$136,688,000 (2006: HK$11,170,000). The earnings per share
was 2.19 cents (2006: 0.26 cent). Fully diluted earnings per share
was 2.17 cents (2006: 0.25 cent).

REXCAPITAL Financial Holdings Limited Annual Report 2007
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Management Discussion and Analysis (continued)

Liquidity, Financial Resources and Funding

At 31 December 2007, the Group's total equity amounted to
HK$2,441,403,000 as compared to HK$930,044,000 at the end
of the previous year. The net increase in equity was mainly
attributed to the completion of the capital raising exercises by
the Company during the year which included issue of
consideration shares and a placement of shares. The net proceeds
from the placing of 648,000,000 shares in November 2007 of
approximately HK$965.5 million were mainly used to finance the
acquisition of the lottery business in China and to strengthen
the working capital base of the Group.

At 31 December 2007, the Group had cash reserves of
approximately HK$689,342,000 (2006: HK$164,867,000), which
include approximately HK$31,539,000 (2006: HK$17,633,000)
of clients’ funds that were kept in designated segregated bank
accounts.

The gearing ratio as at 31 December 2007 was 0.58% (2006:
14.89%). The gearing ratio was derived by dividing the aggregate
of bank borrowings by the amount of shareholders’ equity. The
liquidity ratio of the Group, represented by a ratio between
current assets over current liabilities, was 1,192% (2006: 341%).

The Group had outstanding bank borrowings as at 31 December
2007 of HK$14,056,000 (2006: HK$138,444,000). The bank
borrowings were denominated in Renminbi and Hong Kong dollars
and interest bearing at prevailing commercial lending rates. The
Group's investment properties were pledged to secure these bank
borrowings. We expect that all these borrowings will be repaid
by internal generated funds.

Taking into account the financial resources available to the Group
including internally generated funds and available banking
facilities, the Group has sufficient working capital to meet its
present requirements.

BIEE WA (8)

hBES MKRERRME
R-EZT+F+-_A=Z+—H AEEZREE
WAE B2,441,403,0008 T EFEFRERA A
930,044,000 Lo HEZ FRE 21BN T EHMU A
NARNFATHKEE GBI BRETRER
MERERD R _ZETZ+tFE+— A EE
648,000,0008% % 15 1 2= 4 #9965,500,000% 7T
RIS REBIFETERERBIEREER 2
B URBIEAEB 2 EEESER-

R-ZEZT+F+-_A=Z+—H AEEEREH
# #4 689,342,000 T (Z T T X F ¢
164,867,000 ) ' BIEF AR IEE RITE IR
F2EP&E4#31,539,0008 L (Z T /X F:
17,633,000/ 7T) o

RZEELE+_F=+—HZBELXR
50.58% (ZEBENF:14.89%) B ELL R A
RITERBEGRURFEESATE - NEEBURS
EERURDEBEHEZRBDESLE A
11NR%(ZZFTZERF:341%) °

AEEBR-ZZETZLF+_A=+—HZXREE
81T B 2 A 14,056,0008 T (Z BT X F:
138,444,000% 7T) ~RITERAARBEETA
BACWHARTAEERAERGFT B -AEEB K
BYMECAERBXSRTER B LR A
BEREBARRESEE

BRAEEUDAZ MHER RENBESR
UBARTEE AEBARTHLEE RN
AHBE

HELRIZERERLF —ZZLFFR

9



Management Discussion and Analysis (continued)

BIEE R wm M (8)

Pledge of Assets

At 31 December 2007, the Group’s investment properties with
value of HK$49,034,000 were pledged to banks to secure the
bank borrowings granted to the Group. At 31 December 2006,
the Group’s bank deposit of HK$123,304,000 and listed
investments belonging to clients with total market value of
approximately HK$21,871,000 were pledged to banks to secure
the bank borrowings granted to the Group. The charge on the
pledged deposit has been released as a result of repayment of
certain bank borrowings during the year.

Share Capital

During the year, the Company issued 152,375,000 and
147,625,000 new shares of HK$0.01 each at a price of HK$0.7
per share pursuant to two share purchase agreements respectively
dated 19 March 2007. Details of which are set out in the circular
of the Company dated 29 June 2007.

Pursuant to the subscription agreement dated 7 November 2007,
648,000,000 new shares of HK$0.01 each were allotted and
issued to Kingly Profits Corporation in November 2007 at a price
of HK$1.52 per share. Details of which are set out in the
Company’'s announcement dated 7 November 2007.

273,000,000 new shares of HK$0.01 each were issued and
allotted during the year upon exercise of share options granted
by the Company.

Save as the above, there was no change in the Company’s capital
structure during the year ended 31 December 2007.

Exposure to Fluctuation in Exchange Rate Risk
and Interest Rate Risk

The Group’'s assets, liabilities and transactions are mainly
denominated either in Hong Kong dollar or Renminbi. The Group
did not enter into any foreign exchange forward contracts to
hedge against exchange rates fluctuations. Foreign exchange risk
arising from the normal course of operations is considered to be
minimal and the management will closely monitor the fluctuation
in the currency and take appropriate actions when condition
arises.

In terms of the interest rate risk exposures, the Group does not

have any significant interest rate risk as both the borrowings of
the Group and the interest rates currently remain at low levels.
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Management Discussion and Analysis (continued)

Material Acquisitions and Disposals of
Subsidiaries

On 19 March 2007, the Company entered into a share purchase
agreement with Excellot Assets Management Limited (“Excellot
Assets”) under which the Company has agreed to acquire 1
share of US$1.00 in the share capital of Global Union Group
Limited (“Global Union”), representing the entire issued share
capital of Global Union, and the shareholder’s loan due from
Global Union to Excellot Assets at a consideration of
HK$119,487,500. The consideration has to be satisfied as to
HK$12,825,000 in cash and as to HK$106,662,500 by issue of
152,375,000 ordinary shares of HK$0.01 each of the Company
at a price of HK$0.7 per share to Excellot Assets or its nominees.
Global Union indirectly holds approximately 9.62% of the
registered capital of Sinodata. Details of the acquisition are set
out in the Company’s circular dated 29 June 2007. The transaction
has been completed on 17 August 2007.

On 19 March 2007, the Company entered into a share purchase
agreement with Sino Gateway International Limited (”Sino
Gateway”) under which the Company has agreed to acquire 1
share of US$1.00 in the share capital of Huge Rich Enterprises
Limited (“Huge Rich"”), representing the entire issued share capital
of Huge Rich, and the shareholder’s loan due from Huge Rich to
Sino Gateway at a consideration of HK$115,762,500. The
consideration has to be satisfied as to HK$12,425,000 in cash
and as to HK$103,337,500 by issue of 147,625,000 ordinary
shares of HK$0.01 each of the Company at a price of HK$0.7
per share to Sino Gateway or its nominees. Huge Rich indirectly
holds approximately 9.32% of the registered capital of Sinodata.
Details of the acquisition are set out in the Company’s circular
dated 29 June 2007. The transaction has been completed on 17
August 2007.

Upon completion of the acquisitions as stated above, the Group,
together with its then existing interests in Sinodata, holds
approximately 65% in the registered capital of Sinodata indirectly.
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Management Discussion and Analysis (continued)

BEEwm L (8)

On 18 July 2007, Genius Nation Limited (“Genius Nation”), a
direct wholly-owned subsidiary of the Company, entered into a
share transfer contract (the “Gentleigh Share Transfer Contract”)
with, among others, Cityhorizon International Limited pursuant
to which Genius Nation has agreed to acquire the entire issued
share capital of Gentleigh International Limited (“Gentleigh”), a
company which was indirectly holding a 30% interest in the
registered capital of Guard Libang. The consideration payable for
the acquisition is the US dollar equivalent of RMB120,000,000.
Details of the acquisition are set out in the Company’s circular
dated 15 August 2007. The transaction was completed in 18
October 2007.

On 18 July 2007, the Company, Genius Nation, Scientific Games
Luxembourg Holdings SARL (“Scientific Games Luxembourg”) and
Scientific Games Corporation (“Scientific Games”) entered into a
sale and purchase agreement (the “Happy Sun Sale and Purchase
Agreement”) pursuant to which Scientific Games Luxembourg
has agreed to acquire, and Genius Nation has agreed to sell, a
50% interest in the share capital of Happy Sun Technologies Ltd
("Happy Sun”) at the consideration of US dollar equivalent of
RMB210,000,000. Happy Sun was indirectly interested in the
entire interest in the registered capital of Guard Libang
immediately before completion of the Happy Sun Sale and
Purchase Agreement. Details of the disposal are set out in the
Company’s circular dated 15 August 2007. The transaction was
completed in 14 November 2007.

Immediately after completion of the Gentleigh Share Transfer
Contract, the Group indirectly owned the entire interest in the
registered capital of Guard Libang. After completion of the Happy
Sun Sale and Purchase Agreement, Guard Libang became a jointly
controlled entity of the Group.

REXCAPITAL Financial Holdings Limited Annual Report 2007
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Management Discussion and Analysis (continued)

On 24 December 2007, Huge Top Enterprises Inc. (“Huge Top”),
a wholly-owned subsidiary of the Company, entered into a share
purchase agreement with, among others, Giga Step Limited (“Giga
Step”) under which Huge Top has agreed to acquire the entire
issued share capital of Jertford Development Ltd (“Jertford”) and
the shareholder’s loan due from Jertford to Giga Step. Jertford
shall upon completion be indirectly interested in 26% of the
registered capital of Kingsail. The consideration payable for the
acquisition is HK$75,000,000 which was to be settled in cash.
Details of the acquisition are set out in the Company’s
announcement dated 28 December 2007. The transaction has
been completed in April 2008. Upon completion of this
acquisition, the Group, together with its then existing interests
in Kingsail, holds 84% in the registered capital of Kingsail
indirectly.

On 31 December 2007, Multi Glory Limited (“Multi Glory”), a
wholly-owned subsidiary of the Company, entered into a share
purchase agreement with, among others, Billion Invest Limited
("Billion Invest”) under which Multi Glory has agreed to acquire
the entire issued share capital of Top Manage Group Limited
("Top Manage”) and the shareholder’s loan due from Top Manage
to Billion Invest. Top Manage was indirectly interested in 20% of
the registered capital of Sinodata. The consideration payable for
the acquisition is HK$600,000,000, which was to be satisfied as
to HK$240,000,000 by payment in cash and as to
HK$360,000,000 by the issue of 254,000,000 ordinary shares by
the Company to Billion Invest (or its nominee) at a price of
approximately HK$1.4173 per share. Details of the acquisition
are set out in the Company’s announcement dated 9 January
2008. The transaction has not yet been completed up to the
date of this report.

Apart from the above, the Group had no material acquisition
and disposal of subsidiaries during the year ended 31 December
2007.

BIEE WA (8)
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Management Discussion and Analysis (continued)

BIEE R wm M (8)

Human Resources
As at 31 December 2007, the Group had 658 employees.

The Group remunerated its employee mainly based on the
individual's performance and experience. Apart from the basic
remuneration, discretionary bonus and share options may be
granted to eligible employees by reference to the Group’s
performance as well as individual’s performance.

The Group will continue to emphasise on staff training and total
quality management to better prepare its staff for the upcoming
changes and challenges in the market and industry.

APPRECIATION

On behalf of the Board, | would like to take this opportunity to
express my sincere thanks to all our shareholders and business
partners for their continuous support, and to our management
and staff for their dedication to the Group throughout the year.

For and on behalf of the Board

Chan How Chung, Victor
Executive Director

Hong Kong, 28 April 2008
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Biographical Details of Directors and Senior Management

EXECUTIVE DIRECTORS

CHAN How Chung, Victor, aged 47, was appointed as an
executive director of the Company on 4 July 2002. Mr Chan is
responsible for the strategic development and overall operations
of the Group. He holds a LLB degree and is a professionally
gualified accountant. He has over 23 years of experience in
corporate restructurings and reorganizations, mergers and
acquisitions, primary and secondary capital raisings, wealth
management and corporate finance.

BOO Chun Lon, aged 43, was appointed as an executive director
of the Company on 14 September 2004 and is responsible for
the development of the Group. He holds a bachelor degree of
arts from the University of Winnipeg in Canada. Prior to joining
the Company, he has been the marketing manager of Great
Tone Limited, an international manufacturing company.

INDEPENDENT NON-EXECUTIVE DIRECTORS
YUEN Wai Ho, aged 48, obtained a master in business
administration from the University of Bath in England in 1988.
Mr Yuen is a fellow member of both the Hong Kong Institute of
Certified Public Accountants and the Association of Chartered
Certified Accountants, an associate member of the Chartered
Institute of Management Accountants and the Institute of
Chartered Secretaries & Administrators. Mr Yuen has more than
20 years of experience in auditing and commercial fields, 10 of
which were working in multinational companies. He is currently
a partner of a firm of certified public accountants. Prior to that,
Mr Yuen served as Group Financial Controller of a listed company
in Hong Kong.

CHOW Siu Ngor, aged 52, is a practicing solicitor in Hong Kong.
Mr Chow graduated from the Chinese University of Hong Kong
in 1981 with an honors degree in Social Science. He then obtained
an honors degree in Laws from the University of Birmingham in
England in 1987. Mr Chow was admitted as a solicitor of the
Supreme Court of Hong Kong in 1990 and has been in private
practice since then. Currently, Mr Chow is a Partner of Arculli
Fong & Ng, Solicitors. Mr Chow also serves as an independent
non-executive director of two other listed companies in Hong
Kong namely CCT Tech International Limited and China Solar
Energy Holdings Limited respectively and as an non-executive
director of another listed company in Hong Kong namely Premium
Land Limited. Mr Chow also served as an independent non-
executive director of eForce Holdings Limited, a listed company
in Hong Kong from 1 October 1999 to 3 July 2007.
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Biographical Details of Directors and Senior Management (continued)

EENSMEEABRE (B)

LEE Ka Lun, aged 53, is a fellow member of the Association of
Chartered Certified Accountants in UK and a member of the
Hong Kong Institute of Certified Public Accountants. Mr Lee has
over 25 years experience in banking and auditing. He had been
the Deputy Chief Executive of Lloyds TSB Bank plc, Hong Kong
Branch and Regional Director — Finance and Operation of Lloyds
TSB's operations in Asia for over 15 years and has extensive
experience on corporate banking, private banking, treasury,
operations, IT developments and general management. Mr Lee
also serves as an independent non-executive director of three
other listed companies in Hong Kong namely Denway Motors
Limited, Chow Sang Sang Holdings International Limited and
Guangzhou Investment Company Limited.

SENIOR MANAGEMENT

HUNG Hing Wai, aged 52, is a director of REXCAPITAL Securities
Limited and is responsible for supervising the dealing activities
and certain approval functions like credit approval of the Group.
Mr Hung has about 26 years of experience in the industry.

WOO Ming Wah, aged 37, is the Chief Financial Officer of the
Group. Mr Woo is an associate member of the Hong Kong
Institute of Certified Public Accountants and a member of the
American Institute of Certified Public Accountants. Mr Woo has
over 11 years of experience in the field of auditing and financial
management.

NG Yuen Yee, aged 38, is the Company Secretary of the
Company. Ms Ng is an associate member of The Hong Kong
Institute of Chartered Secretaries. She has over 15 years of
experience in the field of company secretaryship.
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XIONG Wei, aged 44, an executive director of Beijing Guard
Libang Technology Co., Ltd. Mr Xiong holds a bachelor degree
of Economics from Jiangxi University of Finance & Economics. He
worked in Bank of China (Jiangxi Branch), Hainan Chong Huang
Investment Company and Hubei Oriental Investment Co., Ltd,
and has over 21 years experience in banking business and
emerging markets development and management. Mr Xiong
joined Beijing Guard Libang Technology Co., Ltd since 2005 as
the general manager.

WANG Xiangbo, aged 46, is the chairman and general manager
of Beijing Guard Libang Technology Co., Ltd. Mr Wang graduated
from the Hunan University with a master degree in Business
Administration. Prior to joining Guard Libang, he was appointed
as vice president of China Southern Airlines Power Machinery
Company in 1993 and was responsible for sales. He specialized
in large scale operation management and international venture,
especially in nationwide marketing management. He was the
general manager of Tianjin Nankai Co., Ltd., a listed company in
China between 2000 to 2003. Mr Wang joined Beijing Guard
Libang Technology Co., Ltd since 2004.

ZHAO Xuejun, aged 42, was appointed as a director and general
manager of Shenzhen Sinodata Technology Co., Ltd. and is
responsible for the overall operational management of Sinodata.
Mr Zhao holds a M.Sc. and a Ph.D degree of photoelectric
equipment and mechanical engineering from Chongging
University. He joined Sinodata in 1998 and has been engaged in
the research and development and project management work on
lottery system solutions, and equipment as well as lottery games
for long time. He has led the planning and implementation of
issuance and administration system of Computer Ticket Games
in welfare lottery for 13 provinces in China and has extensive
experience in lottery development strategy, technology R&D and
corporate management.

XU Siping, aged 49, is the deputy chairman and consultant of
Shenzhen Sinodata Technology Co., Ltd. Mr Xu graduated from
Dalian University of Technology. He has years of extensive
experience in lottery industry in China, including State
development policy, corporate operating strategy, market
operation and management of investment assets.

Management For Lottery Business

FVERBEEAR

RRIR 4450 RILRXEHAHMEBR AR ZH
TEF-REEEERTEIAVKKRE A
HEBET B - EERNPRETIAESD
T HEEEESETEREAARFEMIER
FTREBRQR RBITEB L EMGHFHEA
HEBETHARANFEELR-REENR T
ZEERAFMALRKEANABMEERAFTE
PSR

FMR - 465% RIERKEFNAMKBERRAZ
EERFRAKB-TREZENTENBAS
A IRERE LM R IMARERBAT &
ER—NMN=FEZERTEEIMZH I #
WMARZEEE BERARZITHIIE-KEM
RAREEZREEREBEREAE FHEE2H
MEZITHERIE- R _TTEFE_TT=
FHE-EEEREERXEROARL2E (—K
REBRLETZAR) ZRER-FEER_ZF
MEMALERKBHARZBERAF

HEBE A5 BEZTARNTBESERITE
RARZEERBKE AERRLZALEE
BoHMAEERERERARBALERBRES T
Z EEREEBEIRIBHELBM-BER—NANN
FHMABRE RENREXNEZRGEMASTR -7F
REREENEANMENEREE TE- KBS
EXTEEHIBEEAEMENEEETREER
GHREARERIIE YR EEBHEREE B
BRENTEMAR CELEEEZFERABFZ
MIERMEE LR

WHE 495 RRYIT BREBBERMER AT
AESRIER -HREEEENKEETKRE
ERRGRFPBEEETE RERBERBR -2
RIREEE MHEEFREERETHARER

HELRIZERERLF —ZZLFFR

17



18

Management For Lottery Business (continued)

FEXRGEEAR (F)

PAN Baochang, aged 58, the consultant and chief scientist of
Shenzhen Sinodata Technology Co., Ltd. Mr Pan holds a Ph.D of
photoelectric equipment and mechanical engineering from
Chongqging University. Mr Pan has great achievement and
contributions in the research and product development of
computer image processing and intelligence identification
technology, auto reading system, lottery issuance and
administration system.

PAN Jingiang, aged 53, is the director of Shenzhen Sinodata
Technology Co., Ltd. Mr Pan is a senior economist with
qualification in Industrial Management from China Central Radio
and TV University and EMBA from Tsinghua University. Mr Pan
was formerly the director of Sichuan Leshan Bixi Information
Technology Research Institute. He has been working in the lottery
industry in China since 1993 and has rich managerial experience
and unique point of view on the development of the industry,
community relation, as well as development strategy, operational
management and asset management of lottery enterprise.

XU Sifan, aged 49, is the consultant of Shenzhen Sinodata
Technology Co., Ltd. Mr Xu is an engineer, registered architect
and holds a MBA degree. He was formerly the official engineer
and the principal of Jiangxi Jingde Residential Design Institute,
deputy manager of Jingdezhengshi Zhongkian Gongcheng Jianshe
Bangongshi, deputy chief commander of Jiangxi Jingde Airport
Engineering Work, director and deputy general manager of
Sinodata. He has years of extensive experience in the lottery
industry in China, lottery development strategy, operational
management, supplier management, marketing and customer
service.

ZHU Yi, aged 40, is the deputy general manager of Shenzhen
Sinodata Technology Co., Ltd. is in charge of the marketing
functions. He graduated from Chongging University with a
bachelor degree of Electrical Engineering. Since 1993, Mr Zhu
has been working in the lottery industry of China. He has long
been engaged in the research and development of the lottery
market, and is responsible for the sales and marketing of the
Computer Ticket Games project of more than ten provinces in
China. He has extensive experience and has outstanding
achievements in anticipating the development trend of the lottery
industry, capturing marketing opportunities and market operation.
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Management For Lottery Business (continued)

LI Xue Jun, aged 34, was appointed as supervisor of Shenzhen
Sinodata Technology Co., Ltd. in January 2005. He is currently
the deputy general manager of the Company, and is in charge
of technical matters. He graduated from Chongqging University in
the department of photoelectric equipment and mechanical
engineering with a master degree in Engineering. Mr. Li has
been responsible for the planning and development of the lottery
issue and management system. He has completed the
implementation of the technological solutions and engineering
tasks of the Computer Ticket Games issue and management
system in 13 provinces in China, with which he was awarded the
prize of “Excellent New Product” of the Guangdong Province
and a number of national patents. With extensive experience in
the planning of total lottery solutions and the development and
implementation of relevant products, he has exceptional insights
into and practical experience of the application of relevant lottery
technologies and their development prospects.
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Corporate Governance Report

NN
TEEBRRE

CODE ON CORPORATE GOVERNANCE
PRACTICES

The Company is committed to maintain a high standard of
corporate governance practices as set out in the Code on
Corporate Governance Practice (the “Code”) in Appendix 14 of
the Rules Governing the Listing of Securities of The Stock
Exchange of Hong Kong Limited (the “Listing Rules”).

The corporate governance principles of the Company emphasize
a quality board of directors, sound internal control, principles
and transparency and accountability to all shareholders of the
Company. The Company has complied with the Code throughout
the accounting period covered by this report except in certain
circumstances which are provided and discussed in the latter
part of this report.

BOARD OF DIRECTORS

The directors of the Company (the “Directors”) are collectively
responsible for the oversight of the management of business
and affairs of the Group of the best interest of the shareholders
of the Company. The Board currently comprises a total of five
Directors, with two Executive Directors namely Mr Chan How
Chung, Victor and Mr Boo Chun Lon and three Independent
Non-executive Directors namely Mr Yuen Wai Ho, Mr Chow Siu
Ngor and Mr Lee Ka Lun. On 17 April 2007, Mr On Kien Quoc
resigned as an Independent Non-executive Director and Mr Lee
Ka Lun was appointed as an Independent Non-executive Director
on the same date. The biographic details of the Directors are set
out on pages 15 to 16.

All Independent Non-executive Directors are financially
independent from the Group. The Company confirmed with all
Independent Non-executive Directors as to their independence
with reference to the factors as set out in Rule 3.13 of the
Listing Rules.

The Board is collectively responsible for the formulating of the
Group's overall strategy, reviewing and monitoring the business
performance of the Group, preparing and approving financial
statements, recommendation of the Directors’ appointment or
re-appointment, considering and approving material contracts and
transactions as well as other significant policy and financial
matters. The Board also gives clear directions as to the powers
delegated to the management for the day-to-day operation and
administration functions of the Group.
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Corporate Governance Report (continued)

There were four board meetings held for the year ended 31
December 2007. The following was an attendance record of the
board meetings held by the Board during the year:

Executive Directors HITESF

Chan How Chung, Victor ]

Boo Chun Lon R BE
Independent Non-executive Directors B IF#iTEH
Yuen Wai Ho B 48 =

On Kien Quoc (Note 1) BB (MEE)
(resigned on 17 April 2007)

Chow Siu Ngor

Lee Ka Lun (Note 2)

(appointed on 17 April 2007)

N =

FRE (HEE2)

Notes:

1. Mr On Kien Quoc resigned as an Independent Non-executive Director
since 17 April 2007 and there was one board meeting held for the
period from 1 January 2007 to 16 April 2007.

2. Mr Lee Ka Lun was appointed as an Independent Non-executive Director
on 17 April 2007 and there were totally three board meetings held for
the period from 17 April 2007 to 31 December 2007.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER
The Company does not at present have a Chairman nor a Chief
Executive Officer. Nevertheless, the main duties and
responsibilities of a Chairman and a Chief Executive Officer are
currently held by separate individuals with written guidelines for
the division of responsibilities with a view to maintain an effective
segregation of duties between the management of the Board
and the day-to-day management of the Group’s business and
operations.

The Company will continue to review the effectiveness of the
Group's corporate governance structure and consider the
appointment of a Chairman of the Board and a Chief Executive
Officer if candidates with suitable leadership, knowledge, skills
and experience can be identified within or outside the Group.
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Corporate Governance Report (continued)

2N\

N
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REMUNERATION COMMITTEE

The Remuneration Committee was established on 23 September
2005. It currently consists of three Independent Non-executive
Directors of the Company namely Mr Yuen Wai Ho, Mr Chow Siu
Ngor (as Chairman) and Mr Lee Ka Lun (appointed as a member
on 17 April 2007).

The main responsibilities of the Remuneration Committee are:

22

To make recommendations to the board on the Company’s
policy and structure for all remuneration of Directors and
senior management;

To have the delegated responsibility to determine the specific
remuneration packages of all executive Directors and senior
management;

To review and approve performance-based remuneration by
reference to corporate goals and objectives resolved by the
Board from time to time;

To review and approve the compensation payable to
executive Directors and senior management in connection

with any loss or termination of their office;

To review and approve compensation arrangements relating
to dismissal or removal of Directors; and

To ensure that no Director or any of his associates is involved
in deciding his own remuneration.

REXCAPITAL Financial Holdings Limited Annual Report 2007

FMWEES

FMEEEeR _ZETAFNAA_t=AKL" B
A =R2ARBELFNTESAR BRERE
SREPPNERE (EF) RFERBERE (R
EZLFMA+LRABEZRERKE) -

FHEZEENEEZRBOT:
1. BREBARRESKRAEEENMBH

e BRREBENEFSIELHERER:

2. EAEENEEUNEZBRTEENS
REEBNFEFM =R

3. Z2EEF@THAZENAFBERREMN
i K b B2 R IR B IS Y BN

4. BERMERRTEERSREREXRE
B S AR IE RS T B T IR F RO RE(E

5. mAkEEHBEIBLEFAREL
B R

6. BRIYEBEZHEMCABEALZERTE
EARGHOME-



Corporate Governance Report (continued)

There was one meeting held for the year ended 31 December
2007. The following was an attendance record of the
remuneration committee meeting held by the Remuneration
Committee Meeting during the year:

Remuneration Committee Members FWZEEHKE
Yuen Wai Ho B & =
Chow Siu Ngor M/ E
Lee Ka Lun ERB

The remuneration packages of the Board for the year ended 31
December 2007 had been reviewed by the Remuneration
Committee and approved by the Board by taking into
consideration factors such as salaries paid by comparable
companies, time commitment, responsibility, market conditions
elsewhere in the Group and desirability of performance-based
remuneration.

AUDIT COMMITTEE

The Audit Committee was established on 28 September 2000. It
currently consists of three Independent Non-executive Directors
of the Company namely Mr Yuen Wai Ho (as Chairman), Mr
Chow Siu Ngor and Mr Lee Ka Lun (appointed as member on 17
April 2007).

The main responsibilities of the Audit Committee are:

1. To review the accounting principles and practices adopted
by the group; and

2. To review the financial reporting process and internal control
system of the Group.
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Corporate Governance Report (continued)

TERERME (8)

There were two Audit Committee meetings held for the year
ended 31 December 2007. The following was an attendance
record of the Audit Committee meetings held during the year:

Audit Committee Members ERLZEEKA
Yuen Wai Ho b /& &
Chow Siu Ngor ;H/NE
Lee Ka Lun ERB

The Audit Committee reviewed the independence and objectivity
of the external auditor, the scope of audit services and related
audit fees payable to the external auditor for the Board’s approval.
The Audit Committee met and discussed with the external auditor
on their audit strategy and assessment of the sufficiency of the
internal control of the Company.

The Audit Committee recommends the re-appointment of Ting
Ho Kwan & Chan, Certified Public Accountants (Practising), as
the Group's external auditor for 2008 and that the resolution
shall be put forth for the shareholders of the Company to consider
and approve at the forthcoming annual general meeting.

AUDITOR’S REMUNERATION

During the year the remuneration paid to the Company’s external
auditor, Ting Ho Kwan & Chan, Certified Public Accountants
(Practising), for statutory audit and other services were
approximately HK$1,500,000 and HK$230,000 respectively. The
non-statutory audit services mainly consist of preparation of
accountants’ report for the acquisition of Global Union Group
Limited and Huge Rich Enterprises Limited by the Group.
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Corporate Governance Report (continued)

NOMINATION OF DIRECTORS

The Company has not formed Nomination Committee. According
to the bye-laws of the Company (“Bye-laws”), the Company
may from time to time in general meeting by ordinary resolution
elect any person to be a Director to fill a casual vacancy or as an
addition to the Board. The Board also has the power to appoint
any person to be a Director to fill a casual vacancy or as an
addition to the Board and such appointment shall be subject to
shareholders’ approval in general meeting.

DIRECTORS’ SECURITIES TRANSACTIONS

During the year ended 31 December 2007, the Company has
adopted the Model Code for Securities Transactions by Directors
of Listed Issuers (the “Model Code”) as set out in Appendix 10
of the Listing Rules as the code for dealing in securities of the
Company by the Directors. Having made specific enquiry, all the
Directors confirmed that they have complied with the required
standard set out in the Model Code throughout the year.

COMPLIANCE WITH THE CODE PROVISIONS

None of the Directors is aware of any information which would
reasonably indicate that the Company is not, or was not,
throughout the year, in compliance with the Code as set out in
Appendix 14 to the Listing Rules, except that Code Provision
A.4.1 requires that non-executive directors should be appointed
for a specific term, subject to re-election. Currently the
Independent Non-executive Directors are not appointed for a
specific term, but are subject to retirement by rotation at the
Company’s annual general meeting as specified in the Bye-laws.
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Corporate Governance Report (continued)
rEERME (B)

DIRECTORS’ AND AUDITORS’ RESPONSIBILITIES
FOR FINANCIAL STATEMENTS

The Directors acknowledge their responsibilities to prepare
financial statements for each financial year which give a true
and fair view of the state of affairs of the Group. In preparing
the financial statements for the year ended 31 December 2007,
the Directors have adopted suitable accounting polices which
are pertinent to its operations and relevant to the financial
statements, made judgments and estimates that are prudent and
reasonable, and have prepared the financial statements on the
going concern basis.

The responsibilities of the Directors for the financial statements
and those for the auditors to the shareholders are set out on
page 39.

INTERNAL CONTROL

To protect its assets and to ensure the accuracy and reliability of
the financial information that the Company employs in its business
or releases to the public, the Company conducts regular reviews
of the effectiveness of the Group’s internal controls. The scope
of these reviews includes, among others, finance, operations,
regulation compliance and risk management.
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The Directors submit herewith their report together with the
audited financial statements of the Company and the Group for
the year ended 31 December 2007.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Its
subsidiaries are principally engaged in lottery system and games
design business and the provision of financial services including
securities broking and margin financing, money lending and
investment trading and holding.

SUBSIDIARIES AND JOINT VENTURES

Particulars of the Company's principal subsidiaries and joint
ventures are set out in notes 22 and 23 to the financial
statements.

RESULTS

The results of the Group for the year ended 31 December 2007
and the state of the Company’s and the Group’s affairs as at that
date are set out in the financial statements on pages 41 to 155.

The Directors do not recommend the payment of any dividend in
respect of the year ended 31 December 2007.

SHARE CAPITAL

Details of the movements in share capital of the Company during
the year are set out in note 30 to the financial statements.

RESERVES

Details of movements during the year in the reserves of the
Group and the Company are set out in note 32 to the financial
statements.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2007, the Group made 35% of
its entire sales to five largest customers and sales to the largest
customer included therein amounted to approximately 13%.

Purchases from the Group's five largest suppliers accounted for
approximately 56% of the total purchases for the year and
purchases from the largest supplier included therein amounted
to approximately 16%.

None of the Directors, or any of their associates or any other
shareholders, which, to the best knowledge of the Directors,
owns more than 5% of the Company’s issued share capital, had
any beneficial interest in the Group’s five largest customers and
five largest suppliers during the year.
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Directors’ Report (continued)
EEEWmE (&)

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment during
the year are set out in note 16 to the financial statements.

DIRECTORS
The Directors during the financial year and up to the date of this
report were:

Executive Directors
Chan How Chung, Victor
Boo Chun Lon

Independent Non-executive Directors
Yuen Wai Ho

Chow Siu Ngor

Lee Ka Lun (appointed on 17 April 2007)

On Kien Quoc (resigned on 17 April 2007)

In accordance with bye-law 99 of the Bye-laws, Mr Chan How
Chung, Victor and Mr Yuen Wai Ho shall respectively retire and
are eligible for re-election at the forthcoming annual general
meeting. Mr Chan How Chung, Victor and Mr Yuen Wai Ho
offer themselves for re-election at the forthcoming annual general
meeting.

DIRECTORS’ SERVICE CONTRACTS

No Director proposed for re-election and re-appointment at the
forthcoming annual general meeting has an unexpired service
contract, which is not determinable by the Company or any of
its subsidiaries within one year without payment of compensation,
other than normal statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

Details of the Directors’ interests in contracts are set out in note
40 to the financial statements.

Save as disclosed above, no other contracts of significance to
which the Company, its holding companies, its fellow subsidiaries
or any of its subsidiaries was a party and in which a Director had
a material interest, subsisted at the end of the year or at any
time during the year.
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS IN SECURITIES

As at 31 December 2007, the interests or short positions of the
Directors and chief executives and their associates in the shares
of the Company as recorded in the register maintained by the
Company pursuant to Section 352 of the Securities and Futures
Ordinance (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 were as follows:

Long position in the ordinary shares of HK$0.01

each (“Shares”) in the Company

Name of Director Number of Shares

Type of interest

Directors’ Report (continued)
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EENA BoEBE #IZER HERTREABDL

Chan How Chung, Victor 1,198,805,635 Interest of a controlled 16.79%
("Mr Chan") (Note) corporation

PBREFR ([BREAE]) (K3E) ZEHARER

Note:

Mr Chan was taken to be interested in these Shares by virtue of his 100%
attributable shareholding interest in Kingly Profits Corporation.

Save as disclosed above, as at 31 December 2007, none of the
Directors or chief executives, nor their associates, had any interests
or short positions in the shares, underlying shares or debentures
of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO) as recorded in the register
required to be kept under Section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant to
the Model Code.
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Directors’ Report (continued)
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SHARE OPTIONS

The following is a summary of the principal terms of the share
option scheme adopted by the Company on 22 November 2002
(the “Scheme”).

The purpose of the Scheme is to enable the Company to grant
options to executives and employees of the Group and other
persons who have make a contribution to the Group as incentives
and/or rewards for their contributions to the Company or its
subsidiaries.

According to the Scheme, the Board may grant options to the
eligible participants as defined in the Scheme to subscribe for
such number of shares as the Board may determine. Options
granted should be accepted within 30 days from the date of
offer. Upon acceptance of the options, the grantee shall pay
HK$1.00 to the Company by way of consideration for the grant.

The exercise price of options shall be determined by the Board,
save that such price will not be less than the highest of (a) the
closing price of the shares as stated in the Stock Exchange’s daily
guotations sheet on the date of grant, which must be a business
day; (b) the average of the closing prices of the shares as stated
in the Stock Exchange's daily quotations sheet for the five business
days immediately preceding the date of grant, and (c) the nominal
value of a share.

The maximum number of shares which may be issued upon
exercise of all options to be granted under the Scheme and any
other share option scheme(s) of the Company must not exceed
10% of the issued share capital of the Company on the date of
approval and adoption of the Scheme provided that the Company
may at any time seek approval from its shareholders to refresh
the limit to 10% of the shares in issue as at the date of approval
by the shareholders in general meeting where such limit is
refreshed. Options previously granted under any share option
schemes of the Company (including those outstanding, cancelled,
lapsed in accordance with such schemes or exercised options)
will not be counted for the purpose of calculating the limit as
refreshed.
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SHARE OPTIONS (continued)

The total number of shares issued and which may fall to be
issued upon exercise of the options granted under the Scheme
and any other share option scheme(s) of the Company (including
exercised, cancelled and outstanding options) to each eligible
participant in any 12-month period up to and including the date
of grant shall not exceed 1% of the shares in issue as at the
date of grant. Options granted to substantial shareholders or
independent non-executive directors in excess of 0.1% of the
Company’s issued share capital on the date of grant or with a
value in excess of HK$5,000,000 must be approved in advance
by the Company’s shareholders.

The period during which an option may be exercised will be
determined by the Board at its absolute discretion, save that no
options can be exercised more than 10 years after it has been
granted. There is no general requirement that an option must be
held for any minimum period before it can be exercised. The
Scheme will expire on 22 November 2012.

At 31 December 2007, no Director had any interests in options
to subscribe for shares of the Company. During the year ended
31 December 2007, 171,000,000 number of share options were
granted under the Scheme. The closing prices of the Shares on
18 June 2007 and 18 July 2007, being the trading dates
immediately before the date of grant of such options were
HK$0.77 and HK$1.07 respectively. The total number of Shares
available for issue upon exercise of the options outstanding under
the Scheme was 107,000,000 Shares (representing 1.49% of the
Shares in issue as at the date of this report).

The fair value of options granted during the year as determined
by an independent third party valuer using a Black-Scholes pricing
model was approximately HK$24,867,000. Key assumptions used
in the valuation of the options granted on 9 July 2007 and 8
August 2007 include an expected volatility of share price of
63.6% to 64.8% per annum, a risk-free rate of interest of 3.74%
to 3.89% per annum on the date of grant. The expected volatility
is based on the historical volatility of the Company’s share price
over the previous year.
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Directors’ Report (continued)
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SHARE OPTIONS (continued) BrE(E)
The movements in share options granted under the Scheme during RAFREZTEIFMELBREZESHMOT:
the year are shown below:
Number of options
EREHA
At1 Granted Exercised Lapsed At31  Dateof Exercise
Category of January during during during  December offer to price per
participant 2007  the period  the period  the period 2007 grant options Share  Exercisable period
(HKS)
R-BZtE
RZB2tE tT=A  EhRE
SEARR -A-8 Bagd  Baf®  BA%R Zt-B RUAH ERTEE TAEHE
(1)
Employees 30,000,000 - (30,000,000) - - 26/972005 0.102 26/10/2005 - 25/10/2015
EE
73,000,000 - (37,000,000) - 36,000,000  6/7/2006 0.295 13/7/2006 - 12/7/2009
- 60,000,000  (4,000,000) - 56,000,000 20/6/2007 0.79 9/7/2007 - 8/7/2010
- 53,000,000 (48,000,000) - 5,000,000  25/772007 113 8/8/2007 - 7/8/2010
Other eligible participants 28,000,000 - (28,000,000) - - 11/12/2003 0.138 3/172004 - 2/1/2014
Epadha@AL
78,000,000 - (78,000,000) - - 6/7/2006 0.295 13/7/2006 - 12/7/2009
- 58,000,000 (48,000,000) - 10,000,000  25/7/2007 113 8/8/2007 - 7/8/2010
Total B 209,000,000 171,000,000 (273,000,000) - 107,000,000
ARRANGEMENT TO ACQUIRE SHARES OR BEROHEEBES 2RH

DEBENTURES

Save as disclosed above, at no time during the year was the
Company, its holding companies, its fellow subsidiaries or any of
its subsidiaries a party to any arrangements to enable the Directors
to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.
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DIRECTORS’ INTEREST IN COMPETING
BUSINESS

Pursuant to rule 8.10(2) of the Listing Rules, details of the interests
held by the Directors in businesses that are considered to compete
or is likely to compete, either directly or indirectly, with the
businesses of the Group, are disclosed as follows:

Name of company

DAEW

Directors’ Report (continued)
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EERBREMRBP 2R

RIEEMARAE8.10Q)6 EFFMEHR M EKA
REAEEXGAERAMERF X ER
AEWELT:

Competing business

BmEMER

1 RPI Finance Limited (“RPI")
HEGBER AR ([MEFH])

2 D & M Finance Limited ("D&M")

3 TKR Finance Limited (“TKRF")
SREOEUBERAR ([HE])

4 Drake & Morgan Limited (“Drake & Morgan”)

Mr Chan How Chung, Victor is a director and deemed to be the
substantial shareholder of RPI, Drake & Morgan and TKRF. He is
a director of D&M. The terms and conditions of the financing
loans of each of RPlI, D&M and TKRF are market driven and
agreed at arm's length between the borrowers and the financiers.
The client base of Drake & Morgan is different from that of the
Group and the business transactions are carried out at arm’s
length and at the prevailing market prices. When making decisions
on the above competing business, the relevant director, in the
performance of his duty as a director of the Company, has acted
and will continue to act in the best commercial interest of the
Group.

Money lending

=
H A

Money lending

Money lending

=
H A

Securities dealing
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Directors’ Report (continued)
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2007, the interests or short positions of the
following parties (other than a Director or chief executive of the
Company) in the shares of the Company as recorded in the
register required to be kept by the Company pursuant to Section
336 of the SFO were as follows:

Name of Shareholders Number of Shares

Type of interest

FERR

R-ZBZLF+_A=1+—HB BRAQARER
R MERGIEI6HFAEFE 2 ELMAE T
HET (BARA—BEFH—RTHABIN)
RARBRDFHEE 2 EESORBT

Percentage of
issued share capital

BRRERE BAOBE EHEER HERTRAES L
Kingly Profits Corporation 1,198,805,635 Beneficial 16.79%
(Note) Bz

(F3E)
Gandhara Master Fund Ltd. 524,875,000 Investment manager 7.35%
"EKE
Note: Bt 3 -

These Shares were held by Kingly Profits Corporation. The interest disclosed
herein was the same as the interest of Mr Chan as disclosed under “Directors’
and Chief Executives’ Interests in Securities” in this report.

Save as disclosed above, the register required to be kept under
Section 336 of the SFO shows that as at 31 December 2007, the
Company had not been notified of any other person who had an
interest or short position in the shares and underlying shares of
the Company.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Company
were entered into or existed during the year.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

The Company and its subsidiaries have not purchased, sold or
redeemed any of the Company’s listed securities during the year
ended 31 December 2007.

CONNECTED TRANSACTIONS

Particulars of connected transactions of the Company and the
Group during the year ended 31 December 2007 are set out
below:

(a)

On 18 July 2007, Genius Nation Limited (”Genius Nation”),
a direct wholly-owned subsidiary of the Company, entered
into a share transfer contract with, among others,
Cityhorizon International Limited (“Cityhorizon"”) pursuant
to which Genius Nation agreed to acquire the entire interest
in the share capital of Gentleigh International Limited
("Gentleigh”) at a consideration of the US dollar equivalent
of RMB120,000,000 (the "Gentleigh Share Transfer
Contract”). Upon completion, the Group will indirectly own
further 30% of Guard Libang.

On 18 July 2007, the Company, Genius Nation, Scientific
Games Luxembourg Holdings SARL (“Scientific Games
Luxembourg”) and Scientific Games Corporation entered
into a sale and purchase agreement pursuant to which
Scientific Games Luxembourg has agreed to acquire, and
Genius Nation has agreed to sell, a 50% interest in the
share capital of Happy Sun Technologies Ltd, a direct wholly-
owned subsidiary of the Genius Nation, at a consideration
of the US dollar equivalent of RMB210,000,000 (the “Happy
Sun Sale and Purchase Agreement”).
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CONNECTED TRANSACTIONS (continued)

Cityhorizon is owned as to 50% by a director of Guard
Libang, therefore, Cityhorizon and its beneficial owners are
connected persons of the Company. As such, the transaction
contemplated under the Gentleigh Share Transfer Contract
constitute a connected transaction of the Company under
Chapter 14A of the Listing Rules and is subject to
independent shareholders’ approval. Since the Happy Sun
Sale and Purchase Agreement and other ancillary agreements
are conditional upon the series of transactions contemplated
under the Gentleigh Share Transfer Contract, the
transactions under the Happy Sun Sale and Purchase
Agreement are also subject to independent shareholders’
approval. Each of the Gentleigh Share Transfer Contract
and the Happy Sun Sale and Purchase Agreement and the
transactions contemplated thereunder have been approved
by the independent shareholders of the Company at the
special general meeting held on 7 September 2007. Details
of these transactions are set out in the Company’s circular
dated 15 August 2007. The above transactions have been
completed during the year.

On 24 December 2007, Huge Top Enterprises Inc, a direct
wholly-owned subsidiary of the Company, entered into a
share purchase agreement with, among others, Giga Step
Limited (“Giga Step”) to acquire the entire interest in the
share capital of Jertford Development Ltd (“Jertford”) and
the shareholder’s loan due from Jertford to Giga Step at a
consideration of HK$75,000,000. The consideration has to
be satisfied in cash. Jertford indirectly holds 26% of the
registered capital of Shenzhen Kingsail Software Tech Co
Ltd (“Kingsail”), an existing subsidiary of the Group.

As Giga Step and its beneficial owner are connected persons
of the Company by virtue of Giga Step being a substantial
shareholder of Kingsail, the acquisition constitutes a
connected transaction under Chapter 14A of the Listing
Rules. Since the applicable ratios represents less than 2.5%,
the acquisition is subject to reporting and announcement
requirements only under Chapter 14A of the Listing Rules.
Details of the transaction are set out in the Company'’s
announcement dated 28 December 2007. The transaction
has been completed subsequent to the year end date.
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CONNECTED TRANSACTIONS (continued)

(@)

On 31 December 2007, Multi Glory Limited, an indirect
wholly-owned subsidiary of the Company, entered into a
share purchase agreement with, among others, Billion Invest
Limited (“Billion Invest”), to acquire the entire interest in
the share capital of Top Manage Group Limited (“Top
Manage”) and the shareholder’s loan due from Top Manage
to Billion Invest at a consideration of HK$600,000,000. The
consideration has to be satisfied as to HK$240,000,000 in
cash and as to HK$360,000,000 by issue of 254,000,000
ordinary shares of the Company at a price of approximately
HK$1.4173 per share to Billion Invest or its nominees. Top
Manage indirectly holds 20% of the registered capital of
Shenzhen Sinodata Technology Co Ltd (“Sinodata”), an
existing subsidiary of the Group.

As Billion Invest and its beneficial owner are connected
persons of the Company by virtue of Billion Invest being a
substantial shareholder of Sinodata, the acquisition
constitutes a connected transaction under Chapter 14A or
the Listing Rules and is subject to independent shareholders’
approval. Details of the transaction are set out in the
Company’s announcement dated 9 January 2008. The
transaction has not yet been completed up to the date
hereof.

Brokerage commission was received from and interest
expense was paid to Directors and their associates in the
ordinary course of the Group’s business of dealing in
securities. Commission rates are set at the same level as
those normally offered to third party clients. For the year
ended 31 December 2007, the total brokerage commission
received from associates of a Director in relation to securities
trading amounted to HK$219,000. The total interest expense
paid to associates of a Director in relation to securities
trading amounted to HK$16,000.

BANK LOANS AND OTHER BORROWINGS
Details of bank loans and other borrowings of the Company and
the Group as at 31 December 2007 are set out in note 34 to the
financial statements.
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Directors’ Report (continued)
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FIVE YEAR FINANCIAL SUMMARY

A summary of the consolidated results and of the assets and
liabilities of the Group for the last five financial years is set out
on page 156.

RETIREMENT BENEFIT SCHEME

Particulars of the retirement benefit scheme of the Group are set
out in note 35 to the financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the bye-
laws of the Company or the laws in Bermuda, which would
oblige the Company to offer new shares on a pro-rata basis to
existing shareholders.

CORPORATE GOVERNANCE

The Company is committed to maintain a high standard of
corporate governance practices. Information on the corporate
governance practices adopted by the Company is set out in the
Corporate Governance Report on pages 20 to 26.

PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors, at least 25% of the
Company'’s total issued share capital was held by the public as at
the date of this report.

POST BALANCE SHEET EVENTS

Particulars of the post balance sheet events of the Group are set
out in note 46 to the financial statements.

AUDITOR

Ting Ho Kwan & Chan retire and, being eligible, offer themselves
for re-appointment. A resolution for the re-appointment of Ting
Ho Kwan & Chan is to be proposed at the forthcoming annual
general meeting.

By order of the Board

Chan How Chung, Victor
Executive Director

Hong Kong, 28 April 2008
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TING HO KWAN & CHAN

CERTIFIED PUBLIC ACCOUNTANTS

TO THE SHAREHOLDERS OF
REXCAPITAL FINANCIAL HOLDINGS LIMITED
(Incorporated in Bermuda with limited liability)

We have audited the financial statements of REXCAPITAL Financial
Holdings Limited set out on pages 41 to 155, which comprise
the consolidated and company balance sheets as at 31 December
2007, and the consolidated income statement, the consolidated
statement of changes in equity and the consolidated cash flow
statement for the year then ended, and a summary of significant
accounting policies and other explanatory notes.

Directors’ responsibility for the financial
statements

The Directors of the Company are responsible for the preparation
and the true and fair presentation of these financial statements
in accordance with Hong Kong Financial Reporting Standards
issued by the Hong Kong Institute of Certified Public Accountants
and the disclosure requirements of the Hong Kong Companies
Ordinance. This responsibility includes designing, implementing
and maintaining internal control relevant to the preparation and
the true and fair presentation of the financial statements that
are free from material misstatement, whether due to fraud or
error; selecting and applying appropriate accounting policies; and
making accounting estimates that are reasonable in the
circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial
statements based on our audit. This report is made solely to you,
as a body, in accordance with Section 90 of the Bermuda
Companies Act 1981 and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for
the contents of this report.

Independent Auditor’s Report
PRV 28
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Independent Auditor’s Report (continued)

B ZBERE (8)

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance as to whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements.
The procedures selected depend on the auditor’s judgement,
including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and true and fair presentation
of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors,
as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements give a true and fair view
of the state of affairs of the Company and of the Group as at 31
December 2007 and of the Group’s profit and cash flows for the
year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in
accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.

TING HO KWAN & CHAN
Certified Public Accountants (Practising)

Hong Kong, 28 April 2008
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Consolidated Income Statement
el s R

For the year ended 31 December 2007 #HE-TTLF+_A=+—HILFE

2007 2006
—ETLE —TTAE
Notes/F 7F HK$°000/F % 7T HK$'000/F 3 T
Turnover EER 5 434,652 173,883
Other income Hal A 5 5,561 5,503
Other gains, net HAth a2 ) F R 5 23,180 15,413
Bad debts recovery, net I [0 8 AR S BB 2,208 3,014
Reversal of allowance RIZERBERDFEE
for impairment of bad and
doubtful debts, net 16,840 2,182
Gain on disposal of partial interests &kt B A 7 28 o #E 25
in subsidiaries 2 Wz 63,998 -
Changes in inventories of EXGREEMTEEZS
finished goods and work
in progress (6,899) -
Raw materials consumed FT#E Rk (119,167) (56,005)
Outsourcing costs for MR 2B
software development (13,333) -
Cost of trading of listed securities M EHR 5 A (22,142) (12,544)
Commission expenses HBeRX (9,978) (3,057)
Research and development costs it 55 I A B A AR (3,921) (2,968)
Depreciation and TEREHMX
amortisation expenses 9 (19,241) (6,309)
Staff costs B’ E KK 7 (60,410) (24,617)
Other operating expenses HEME MY (68,832) (35,602)
Operating profit wE R 222,516 58,893
Finance costs B & B AR 8 (2,506) (17,260)
Profit before taxation B Bt A1 & A 9 220,010 41,633
Taxation 18 12 (26,369) (11,001)
Profit for the year FERER 193,641 30,632
Attributable to: AT AL
Equity holders of the Company KRAREZRHEA 13 136,688 11,170
Minority interests L REER 56,953 19,462
193,641 30,632
Earnings per share BRER 15
— Basic — &R 2.19 centsfl 0.26 centfll
— Diluted —#E 2.17 centsfl 0.25 centfll

The notes on pages 48 to 155 are an integral part of these S 48= 1558 2B AT E®mE —2BH -
financial statements.
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Consolidated Balance Sheet

At 31 December 2007

R-TELE+-A=+—A

2007 2006
—gRLE —TTAE
Notes/ 7+ HK$'000/F & 7T HK$'000/F 3% 7T
ASSETS 'BE
Non-current assets RBEE
Property, plant and equipment ME -BENMEE 16 89,445 43,139
Prepaid lease payments TR Rz T
on land use rights R OEN =N 17 4,910 5,982
Investment properties KEME 18 49,034 -
Goodwill Bk 19 595,357 384,095
Intangible assets mEEE 20 95,638 11,945
Deposits for acquisition of leasehold #& A F & + b {5 FA 4%
land use rights and buildings REFZE® 21 - 23,500
Statutory deposits EEERE 24 2,178 2,132
Deferred tax assets FEFETEE E 25 2,111 3,715
Other receivables H fth e W OB 26 168,620 -
Total non-current assets ERBEERE 1,007,293 474,508
Current assets RBEE
Inventories TE 27 51,615 53,569
Trade and other receivables FEUE 5 IR N
Ko H A & WK IR 26 824,554 429,784
Financial assets at fair value BBREREARE
through profit or loss HECERMEE 28 30,072 20,288
Current tax refundable FERF ST 2,698 3,181
Cash and bank balances Re RIRITHEH 29 689,342 164,867
Total current assets MBEERE 1,598,281 671,689
Total assets wWEE 2,605,574 1,146,197
EQUITY FR BR R
Capital and reserves attributable XA T EZHFH A
to the equity holders of EBEEXRK#E
the Company
Share capital fi& A< 30 71,380 59,170
Reserves G 2,242,586 752,262
2,313,966 811,432
Minority interests LHBRRER 127,437 118,612
Total equity RRAE 2,441,403 930,044

REXCAPITAL Financial Holdings Limited Annual Report 2007




Consolidated Balance Sheet (continued)

At 31 December 2007

FAREBEERMEX (8E)

W=FTLF+-A=+-8

2007 2006
—EBtF —TT NG
Notes/Mf 7+ HK$'000/F & T HK$'000/F & 7T
LIABILITIES 8%
Non-current liabilities ERBERE
Bank borrowings RITER 34 12,675 12,777
Deferred tax liabilities RIERIEEE 25 17,408 6,374
Total non-current liabilities ERBABERE 30,083 19,151
Current liabilities FBEE
Trade and other payables ERE 5 R
T B Ath jE 5 508 33 125,546 67,642
Bank borrowings RITER 34 1,381 125,667
Current tax liabilities EHMIEAE 7,161 3,693
Total current liabilities mENBEEAE 134,088 197,002
Total liabilities wEa g 164,171 216,153
Total equity and liabilities BRERREBEHAEHE 2,605,574 1,146,197
Net current assets REBEEFE 1,464,193 474,687
Total assets less current liabilities ZEER KRB ARE 2,471,486 949,195

MBHREZEN T N\FOA_T/\BEES
EREREENNE LA TNIEFTERREE:

The financial statements were approved and authorised for issue
by the Board on 28 April 2008 and are signed on behalf of the
Board by:

Chan How Chung, Victor Boo Chun Lon

BRZ I i 5E
DIRECTOR DIRECTOR
EF EZF

FASEIS5B 2T B A E®RE — e

The notes on pages 48 to 155 are an integral part of these
financial statements.
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Balance Sheet
BEBERXR

At 31 December 2007 R-_ZEZE+LHF+=-_A=+—H

2007 2006
—ETLE —TTAE
Notes/F 7F HK$°000/F % 7T HK$'000/F 3 T
ASSETS BE
Non-current assets ERBEE
Interests in subsidiaries B BB A ) RE a5 22 1,624,939 789,751
Current assets RBEE
Other receivables H fth i W B 26 1,313 115
Cash and bank balances e RIRITHE R 29 487,543 820
488,856 935
Total assets wWEE 2,113,795 790,686
EQUITY BRER
Capital and reserves attributable QAT EZHFH A
to the equity holders of EBhEEARRZE
the Company
Share capital fi& A< 30 71,380 59,170
Reserves i 32 2,041,351 727,931
Total equity RRAE 2,112,731 787,101
LIABILITIES =R
Current liabilities RBaE
Other payables H b & < 3R IR 33 1,064 3,585
Total liabilities weE 1,064 3,585
Total equity and liabilities BRREZREEEE 2,113,795 790,686
Net current assets/(liabilities) hEBEE,(BE) FE 487,792 (2,650)
Total assets less current liabilities B EER KB & & 2,112,731 787,101
The financial statements were approved and authorised for issue HMEREXER_ZEZNFNA-_+/\HEEZ

by the Board on 28 April 2008 and are signed on behalf of the
Board by:

Chan How Chung, Victor

BRI
DIRECTOR

EF

The notes on pages 48 to 155 are an integral part of these
financial statements.
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Consolidated Statement of Changes in Equity

Z,i_, N/

GORNEDE

HE-—TTLF+-A=+—BLFR

For the year ended 31 December 2007

Retained  Attributable
Share-based Exchange profit/ to equity
Share Share payment Special  translation  (accumulated holders of Minority
capital premium reserve reserve reserve losses) ~ the Company interests Total
BB R A REEN/  KORER
BA ROEE  REzEE KEIRE Eiff (RHEBR) FEAEGEE JURRER ait
HKS'000/F AT HKS000/FETL HKS'000/F AT HKS00OFHT HKS000F AT HKS000FAT HKS000F AT HKS000FET HKS000FiET
At 1 January 2006 RZ2%/ 5-A-H 30,000 - 7,040 112,270 - (34,737) 114,573 - 114,573
Exchange difference arising BRRNERTRAREEN
from translation of foreign operations FBEECEREE
recognised directly in equity - - - - (1,301) - (1,301) 1,950 649
Minority interests arising WENBARES
from acquisition of subsidiaries 2O ERRES - - - - - - - 88,661 88,661
Increase in investment in a subsidiary REBARZREEM - - - - - - - 8,539 8,539
Recognition of share option benefits BRRALEHEMH
at fair value BRERT - - 1277 - - - 7277 - 721
Issue of new shares RS 29170 658,521 - - - - 687,691 - 687,691
Transaction costs attributable BANROBERSHAE
to issue of new shares - (7,978) - - - - (7,978) - (7,978)
Transfer to share premium REBRENEERMEE
on exercise of share options - 6,268 (6,268) - - - - - -
Profit for the year FEEF - - - - - 11,170 11,170 19,462 30,632
At 31 December 2006 RZEEAE+=A=1-8H 59,170 656,811 8,049 112,270 (1,301) (23,567) 811,432 118,612 930,044
Exchange difference arising ERRERTRARERN
from translation of foreign operations FHELEZELZR
recognised directly in equity - - - - 11,840 - 11,840 5211 17,051
Additional investments in subsidiaries RIBARZENMRE - - - - - - - (53,339) (53,339)
Recognition of share option benefits BARLAEEEN
at fair value BRERT - - 24,867 - - - 24,867 - 24,867
Issue of new shares RS 12210 1335239 - - - - 1,347,449 - 1347449
Transaction costs attributable EAHRAEERZNA
to issue of new shares - (18,310) - - - - (18,310) - (18,310)
Transfer to share premium RTEBRENEZRMEE
on exercise of share options - 16,903 (16,903) - - - - - -
Profit for the year FEEF - - - - - 136,688 136,688 56,953 193,641
At 31 December 2007 R-22LE+-A=1-A 71380 1,990,643 16,013 112,210 10,539 113,121 2,313,966 127437 2,441,403
The notes on pages 48 to 155 are an integral part of these SF48E 1558 v MisFBAM B HRE — 2010
financial statements.
HEReMIERBRLF —TZLFFR
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Consolidated Cash Flow Statement
mealReERER

For the year ended 31 December 2007 #HE-TZTLFT+_A=+—HILEFE

46

2007 2006
—gBts —EEAE
Notes/ 7+ HK$'000/F & 7T HK$'000/F 3% 7T
OPERATING ACTIVITIES ReETED
Profit before taxation B B B & A 220,010 41,633
Adjustments for: AEIEE
Fair value gains WEWMEZRR
on investment properties B z= 5 (21,967) -
Interest income F B A 5 (21,245) (24,667)
Interest expenses F B 8 2,506 17,260
Share option benefits ERERT 31 24,867 7,277
Reversal of allowance for impairment RIZERRME B[O - F 5
of bad and doubtful debts, net (16,840) (2,182)
Gain on disposal of partial interests i & B} B A &)
in subsidiaries o 2 W (63,998) -
Write down of inventories MR EE - 1,768
Depreciation and amortisation mERBHMAX
expenses 9 19,241 6,309
Fair value gains on BBBERKRALE
financial assets at fair value FrEMNEREE
through profit or loss Z AR ERE 5 (1,673) (15,413)
Operating profit before changes K& EE S FHA
in working capital 2 R 140,901 31,985
(Increase)/decrease EEEe (Em) R
in statutory deposits (46) 1,688
(Increase)/decrease in inventories & (Em wd (701) 14,152
Increase in trade and FEWE 5 IR
other receivables T E At & Ui 58 TR $E 0 (556,445) (71,137)
(Increase)/decrease in financial assets BBEHRZ AL ETEW
at fair value through profit or loss £ @& & (4 hn) /5 (8,111) 8,508
(Increase)/decrease in bank balances $R7T7Fz (&) &k
— segregated accounts - BUKRP (13,906) 4,528
Increase/(decrease) in trade and JERT B 5 0RR & H b e
other payables RIEE I, CRd) 59,215 (23,034)
Net cash used in operations REXKFARSFE (379,093) (33,310)
Interest received B U F B 21,245 25,476
Interest paid 2 A A A (2,506) (17,260)
Taxation paid EAIHIE
- Hong Kong profits tax paid —ERBEBMNER - (2,184)
— PRC income tax paid —BNHERER (11,092) (1,874)
Net cash used in operating REZBFAREER
activities (371,446) (29,152)
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Consolidated Cash Flow Statement (continued)
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For the year ended 31 December 2007

2007 2006
—gBts —EEAE
Notes/F 7F HK$°000/F % 7T HK$'000/F 3 T
INVESTING ACTIVITIES REEE
Decrease/(increase) BB ITER
in pledged bank deposits B (3EAn) 123,287 (123,287)
Purchase of property, EEME -BELKEB
plant and equipment 16 (71,951) (8,764)
Acquisition of subsidiaries WEEKH B A G 43 - (121,893)
Capital injection in the joint venture ST &R A &% (57.809) -
Increase in intangible assets | & EE N (32,684) -
Increase in interests in subsidiaries R M B A T #E 55 1E 42 (176,997) -
Disposal of partial interests 6 BB A | D \V =
in subsidiaries 44 215,227 -
Deposits paid for acquisition of BAME T AR
leasehold land use rights and EEFzEMNETS
buildings - (23,500)
Net cash used in RETZBFARESFE
investing activities (927) (277,444)
FINANCING ACTIVITIES L& E B
Issue of share, net of issuing costs  ZE1TR% {7 (FIBREETER) 1,119,139 515,913
New bank borrowings MERITER - 14,034
Repayment of bank borrowings BERBRITEX (123,681) (342)
Net cash generated RETHEREEHR
from financing activities 995,458 529,605
INCREASE IN CASH AND ReERRESEEYWEM
CASH EQUIVALENTS 623,085 223,009
CASH AND CASH EQUIVALENTS R—B—HzZH®%
AT 1 JANUARY RELEEY 23,450 (199,559)
Effect of foreign exchange IEXBB o HE
rate changes 11,129 -
CASH AND CASH EQUIVALENTS R+=-—H=+—H
AT 31 DECEMBER ZHERBEESEEY 29 657,664 23,450

The notes on pages 48 to 155 are an integral part of these

financial statements.
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Notes to the Financial Statements

B 7% ¥R 3% I &

For the year ended 31 December 2007

GENERAL INFORMATION

REXCAPITAL Financial Holdings Limited (the “Company”)
was incorporated in Bermuda as an exempted company
with limited liability. The principal place of business of the
Company is located at 34/F, COSCO Tower, Grand
Millennium Plaza, 183 Queen’s Road Central, Hong Kong.

Pursuant to a group reorganisation scheme to rationalise
the structure of the Group in preparing for the listing of
the Company’s shares on the Stock Exchange, the Company
became the holding company of the Group in Hong Kong
on 15 August 2000 and its shares were listed on the Main
Board of the Stock Exchange with effect from 28 September
2000.

The financial statements are presented in the Hong Kong
dollars, which is the same as the functional currency of the
Group.

During the year, the Group involves in the following principal
activities:

. Financial services:
Broking
Securities margin financing
Corporate finance and asset management
. Money lending
. Investment trading and holding
. Lottery business

The lottery business comprises development and production
of lottery machines, related operating software system and
networks for lottery industry in the People’s Republic of
China (the “PRC").

REXCAPITAL Financial Holdings Limited Annual Report 2007
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Notes to the Financial Statements (continued)

For the year ended 31 December 2007

SIGNIFICANT ACCOUNTING POLICIES
(a) Statement of compliance

These financial statements have been prepared in
accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRS"), which include all
applicable individual Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards (“HKAS")
and Interpretations issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA"), accounting
principles generally accepted in Hong Kong and the
disclosure requirements of the Hong Kong Companies
Ordinance. These financial statements also comply with
the applicable disclosure provisions of the Rules
Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited. A summary of the
significant accounting policies adopted by the Group
is set out below.

The preparation of financial statements in conformity
with HKFRS requires management to make
judgements, estimates and assumptions that affect the
applicable of policies and reported amounts of assets,
liabilities, income and expenses. The estimates and
associated assumptions are based on historical
experience and various other factors that are believed
to be reasonable under the circumstances, the results
of which form the basis of making the judgements
about carrying values of assets and liabilities that are
not readily apparent from other sources. Actual results
may differ from these estimates.

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is
revised if the revision affects only that period, or in
the period of the revision and future periods if the
revision affects both current and futures periods.

2.
(a)

Mgk MaE (8)
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Notes to the Financial Statements (continued)

B 7% ¥R % I &

For the year ended 31 December 2007 HE

2.

(&)

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(a)

(b)

Statement of compliance (continued)
Judgements made by management in the application
of HKFRS that have significant effect on the financial
statements and estimates with a significant risk of
material adjustment in the next year are discussed in
note 4.

The HKICPA has issued certain new and revised HKFRS
that are first effective or available for early adoption
for the current accounting period of the Group and
the Company. Note 3 provides information on any
changes in accounting policies resulting from initial
application of these developments to the extent that
they are relevant to the Group for the current and
prior accounting periods reflected in these financial
statements.

Basis of preparation of the financial
statements

The consolidated financial statements for the year
ended 31 December 2007 comprise the Company and
its subsidiaries (together referred to as the “Group”)
and the Group’s interest in jointly controlled entities.

The measurement basis used in the preparation of the
financial statements is the historical cost basis except
that investment properties (see note 2(i)) and financial
assets at fair value through profit or loss (see note
2(f)) are stated at their fair values.

These financial statements are presented in Hong Kong
dollars (“HK$") and all values are rounded to the
nearest thousand except where otherwise indicated.

REXCAPITAL Financial Holdings Limited Annual Report 2007
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Notes to the Financial Statements (continued)

For the year ended 31 December 2007

2. SIGNIFICANT ACCOUNTING POLICIES
(continued)

()

Subsidiaries and minority interests
Subsidiaries are entities controlled by the Group.
Control exists when the Group has the power to
govern the financial and operating policies of an entity
so as to obtain benefits from its activities. In assessing
control, potential voting rights that presently are
exercisable are taken into account.

An investment in a subsidiary is consolidated into the
consolidated financial statements from the date that
control commences until the date that control ceases.
Intra-group balances and transactions and any
unrealised profits arising from intra-group transactions
are eliminated in full in preparing the consolidated
financial statements. Unrealised losses resulting from
intra-group transactions are eliminated in the same
way as unrealised gains but only to the extent that
there is no evidence of impairment.

Minority interests represent the portion of the net
assets of subsidiaries attributable to interests that are
not owned by the Company, whether directly or
indirectly through subsidiaries, and in respect of which
the Group has not agreed any additional terms with
the holders of those interests which would result in
the Group as a whole having a contractual obligation
in respect of those interests that meets the definition
of a financial liability. Minority interests are presented
in the consolidated balance sheet within equity,
separately from equity attributable to the equity
shareholders of the Company. Minority interests in
the results of the Group are presented on the face of
the consolidated income statement as an allocation
of the total profit or loss for the year between minority
interests and the equity shareholders of the Company.

Mgk MaE (8)
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Notes to the Financial Statements (continued)

S Mt ar (48)
For the year ended 31 December 2007 #HE-TZTLFT+_A=+—HILEFE

2. SIGNIFICANT ACCOUNTING POLICIES 2. TEETBE(B)
(continued)
(c) Subsidiaries and minority interests

() MBLAARDERRER

52

(continued)

Where losses applicable to the minority exceed the
minority's interest in the equity of a subsidiary, the
excess, and any further losses applicable to the
minority, are charged against the Group’s interest
except to the extent that the minority has a binding
obligation to, and is able to, make additional
investment to cover the losses. If the subsidiary
subsequently reports profits, the Group’s interest is
allocated all such profits until the minority's share of
losses previously absorbed by the Group has been
recovered.

Loans from holders of minority interests and other
contractual obligations towards these holders are
presented as financial liabilities in the consolidated
balance sheet in accordance with note 2(p) depending
on the nature of the liability.

In the Company’s balance sheet, investments in
subsidiaries are stated at cost less any accumulated
impairment losses (see note 2(k)), unless the
investment is classified as held for sale (or included in
a disposal group that is classified as held for sale).
The results of the subsidiaries are accounted for by
the Company on the basis of dividends received and
receivable.
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Notes to the Financial Statements (continued)

For the year ended 31 December 2007

SIGNIFICANT ACCOUNTING POLICIES
(continued)
(d) Joint ventures

A jointly controlled entity is a joint venture that
involves the establishment of a corporation,
partnership or other entity in which the Group has an
interest. A joint venture is a contractual arrangement
whereby the Group and one or more of other parties
undertake an economic activity that is subject to joint
control, which is the contractually agreed sharing of
control over an economic activity, and exists only when
the strategic financial and operating decisions relating
to the activity require the unanimous consent of the
parties sharing control.

The Group’s interests in jointly controlled entities are
accounted for by proportionate consolidation. The
Group combines its share of the joint ventures’
individual income and expenses, assets and liabilities
and cash flows on a line-by-line basis with similar
items in the Group’s financial statements. The Group
recognises the portion of gains or losses on the sale
of assets by the Group to the joint venture that it is
attributable to the other ventures. The Group does
not recognise its share of profits or losses from the
joint venture that result from the Group’s purchase of
assets from the joint venture until it resells the assets
to an independent party. However, a loss on the
transaction is recognised immediately if the loss
provides evidence of a reduction in the net realisable
value of current assets, or an impairment loss.

2.

TEE

(d)
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Notes to the Financial Statements (continued)

Mg smRM T (&)

For the year ended 31 December 2007

2.

SIGNIFICANT ACCOUNTING POLICIES
(continued)
(e) Goodwill

(f)

Goodwill represents the excess of the cost of an
acquisition over the fair value of the Group’s share of
the net identifiable assets of the acquired subsidiaries/
jointly controlled entities at the date of acquisition.
Goodwill on acquisitions of subsidiaries/jointly
controlled entities (using proportionate consolidation)
is separately disclosed in the consolidated balance
sheet.

Goodwill is allocated to cash-generating units and is
tested annually for impairment and carried at cost
less any accumulated impairment losses (see note 2(k)).

On disposal of a subsidiary or a jointly controlled entity
during the year, any attributable amount of purchased
goodwill is included in the calculation of the profit or
loss on disposal.

Investments

The Group classified its investments in financial assets
at fair value through profit or loss and loans and
receivables. The classification depends on the purpose
for which the investments were acquired. Management
determines the classification of its investments at initial
recognition and re-evaluates this designation at every
reporting date.

(i) Financial assets at fair value through profit
or loss
This category has two sub-categories: financial
assets held for trading, and those designated at
fair value through profit or loss at inception. A
financial asset is classified in this category if
acquired principally for the purpose of selling in
the short term or if so designated by
management. Assets in this category are
classified as current assets if they are either held
for trading or are expected to be realised within
12 months of the balance sheet date.
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Notes to the Financial Statements (continued)
M IERERKTEE (B8)

For the year ended 31 December 2007 #HE-TTLF+_A=+—HILFE

TESTEE(B)
(f) ®rE(E)

2. SIGNIFICANT ACCOUNTING POLICIES 2.
(continued)
(f) Investments (continued)

(ii) Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. They arise
when the Group provides money, goods or
services directly to a debtor with no intention of
trading the receivable. They are included in
current assets, except for maturities greater than
12 months after the balance sheet date. These
are classified as non-current assets. Loans and
receivables are included in trade and other
receivables in the balance sheet (note 26).

Purchases and sales of investments are recognised on
trade-date — the date on which the Group commits to
purchase or sell the asset. Investments are initially
recognised at fair value plus transaction costs for all
financial assets not carried at fair value through profit
or loss. Investments are derecognised when the rights
to receive cash flows from the investments have
expired or have been transferred and the Group has
transferred substantially all risks and rewards of
ownership. Financial assets at fair value through profit
or loss are subsequently carried at fair value. Loans
and receivables are carried at amortised cost using
the effective interest method. Realised and unrealised
gains and losses arising from changes in fair value of
the “financial assets at fair value through profit or
loss” category are included in the income statement
in the period in which they arise.
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Notes to the Financial Statements (continued)

Mg smRM T (&)

For the year ended 31 December 2007

2.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(f)

(9)

Investments (continued)

The fair values of quoted investments are based on
current bid prices. If the market for a financial asset is
not active (and for unlisted securities), the Group
establishes fair value by using valuation techniques.
These include the use of recent arm’s length
transactions, reference to other instruments that are
substantially the same, discounted cash flow analysis,
and option pricing models refined to reflect the issuer’s
specific circumstances.

Property, plant and equipment

All property, plant and equipment are stated at
historical cost less accumulated depreciation and any
accumulated impairment losses (see note 2(k)).
Historical cost includes expenditure that is directly
attributable to the acquisition of the items. Cost may
also include transfers from equity of any gains/losses
on qualifying cash flow hedges of foreign currency
purchases of property, plant and equipment.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future
economic benefits associated with the item will flow
to the Group and the cost of the item can be measured
reliably. All other repairs and maintenance are
expensed in the income statement during the financial
period in which they are incurred.
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Notes to the Financial Statements (continued)
M IERERKTEE (B8)

For the year ended 31 December 2007 #HE-TTLF+_A=+—HILFE

TESTEE(B)
(9) ¥ -BEKRE ()

2. SIGNIFICANT ACCOUNTING POLICIES 2.
(continued)
(g) Property, plant and equipment

(continued)

Property, plant and equipment are depreciated
sufficient to write off their costs, less accumulated
impairment losses and residual values, if any, using
the straight-line method over their estimated useful
lives. The principal annual rates used for this purpose
are as follows:

ME BEREREREGFAIERE
HAE A B AOE - 1R B A MUEE H B AR
P& LA REHRERE LR
HEE(WE) RURAZERFX
LN

— Leasehold buildings 30 - 50 years —fHEEZEF 302504
— Leasehold improvements 20% —MHEMEEE 20%
— Lottery machines 4 — 12 years — R R 4124
— Furniture, fixtures and equipment 10 - 25% —EH - REREE 10—25%
— Plant and machinery 10 - 25% — 5 R i 8% 10—25%
- Motor vehicles 19 - 20% —"=E 19—20%

The assets’ residual values, if any, and useful lives are
reviewed, and adjusted if appropriate, at each balance
sheet date. An item of property, plant and equipment
is derecognised upon disposal or when no future
economic benefits are expected to arise from the
continued use of the asset. The gain or loss on
derecognition of an item of property, plant and
equipment, calculated as the difference between the
net disposal proceeds and the carrying amount of the
item, is included in the income statement in the period
the item is derecognised.

An asset’s carrying amount is written down
immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated
recoverable amount.
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Notes to the Financial Statements (continued)

B 7% ¥R % I &

For the year ended 31 December 2007

2.

58

(&)

SIGNIFICANT ACCOUNTING POLICIES
(continued)
(h) Prepaid lease payments on land use

rights

Prepaid lease payments on land use rights are lump
sum upfront payments to acquire long-term interest
in lessee-occupied properties.

Prepaid lease payments on land use rights relating to
buildings of the Group are stated at cost and are
amortised over the period of the lease on the straight-
line basis which is charged to the profit or loss. Prepaid
lease payments on land use rights relating to
investment properties and properties developed for
sale are not amortised and included as part of the
cost of such properties.

Investment properties

Investment properties, being properties owned or held
under finance leases to earn rentals or for capital
appreciation or both, are stated in the balance sheet
at fair value. These include lands held for currently
undetermined future use. Any gain or loss arising from
a change in fair value or from the retirement or
disposal of an investment property is recognised in
profit or loss. Rental income from investment
properties is accounted for as described in note 2(t)(iv).

When the Group holds a property interest under an
operating lease to earn rental income and/or for capital
appreciation, the interest is classified and accounted
for as investment property on a property-by-property
basis. Any such property interest which has been
classified as an investment property is accounted for
as if it were held under a finance lease (see note
2(u)), and the same accounting policies are applied to
that interest as are applied to other investment
properties leased under finance leases. Prepaid lease
payments are accounted for as described in note 2(h).
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2.

Notes to the Financial Statements (continued)

For the year ended 31 December 2007

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(i)

()

Investment properties (continued)

Property that is being constructed or developed for
future use as investment property is classified as
property, plant and equipment and stated at cost until
construction or development is complete, at which
time it is reclassified as investment property at fair
value. Any difference between the fair value of the
property at that date and its previous carrying amount
is recognised in profit or loss.

Intangible assets (other than goodwill)
On initial recognition, intangible assets acquired are
recognised at cost. After initial recognition, intangible
assets with finite useful lives are carried at costs less
accumulated amortisation and any accumulated
impairment losses (see note 2(k)). Amortisation of
intangible assets with finite useful lives is charged to
profit or loss on a straight-line basis over their
estimated useful lives. Intangible assets with indefinite
useful lives are carried at cost less any subsequent
accumulated impairment losses.

Gains or losses arising from derecognition of an
intangible asset are measured as the difference
between the net disposal proceeds and the carrying
amount of the asset and are recognised in the income
statement when the asset is derecognised.

Intangible assets with indefinite useful lives are tested
for impairment annually by comparing their carrying
amounts with their recoverable amounts, irrespective
of whether there is any indication that they may be
impaired. If the recoverable amount of an asset is
estimated to be less than its carrying amount, the
carrying amount of the asset is reduced to its
recoverable amount. An impairment loss is recognised
as an expense immediately.
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Notes to the Financial Statements (continued)

Mg smRM T (&)

For the year ended 31 December 2007

2.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(j) Intangible assets (other than goodwill)
(continued)
When an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but the increased
carrying amount does not exceed the carrying amount
that would have been determined had no impairment
loss been recognised for the asset in prior years.

Intangible assets with finite useful lives are tested for
impairment when there is an indication that an asset
may be impaired.

(i) Computer software
Acquired computer software licences are
capitalised on the basis of the costs incurred to
acquire and bring to use the specific software.
These costs are amortised over their estimated
useful lives of five to ten years.

Costs associated with developing or maintaining
computer software programmes are recognised
as expenses as incurred.

(ii) Deferred development costs

Expenditure incurred on projects to develop
computer software is capitalised and deferred
only when the projects are clearly defined; the
expenditure is separately identifiable and can be
measured reliably; there is reasonable certainty
that the projects are technically feasible, and the
products have commercial value. Product
development expenditure which does not meet
these criteria is expensed when incurred.
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Notes to the Financial Statements (continued)

For the year ended 31 December 2007

2. SIGNIFICANT ACCOUNTING POLICIES
(continued)

()

Intangible assets (other than goodwill)

(continued)

(i)

(iii)

(iv)

Deferred development costs (continued)
Deferred development costs are stated at cost
less accumulated amortisation and any
accumulated impairment losses (see note 2(k)).
Amortisation is provided on the straight-line basis
over the commercial lives of the underlying
production, subject to a maximum of 20 years
commencing from the date when the products
are put into commercial production.

Operating right

Operating right represents expenditure incurred
on obtaining an operating right in a lottery
centre. The operating right is with infinite useful
life and carried at cost less any accumulated
impairment loss and tested for impairment
annually.

Technical know-how

Technical know-how represents the technology,
technical information, know-how and experience
in relation to the lottery business. The technical
know-how is with infinite useful life and carried
at cost less any accumulated impairment loss and
tested for impairment annually.
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Notes to the Financial Statements (continued)

B 7% ¥R % I &

For the year ended 31 December 2007 HE

(&)

2. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(k) Impairment of assets

Impairment of investments in equity
securities and other receivables

Investments in equity securities (other than
investments in subsidiaries and jointly controlled
entities: see note 2(k)(ii)) and other current and
non-current receivables that are stated at cost
or amortised cost are reviewed at each balance
sheet date to determine whether there is
objective evidence of impairment. Objective
evidence of impairment includes observable data
that comes to the attention of the Group about
one or more of the following loss events:

()

significant financial difficulty of the debtors;

a breach of contract, such as a default or
delinquency in interest or principal
payments;

it becoming probable that the debtor will
enter bankruptcy or other financial
reorganisation;

significant changes in the technological,
market, economic or legal environment that
have an adverse effect on the debtors; and

a significant or prolonged decline in the
fair value of an investment in an equity
instrument below its cost.
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Notes to the Financial Statements (continued)
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For the year ended 31 December 2007 #HE-TTLF+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES
(continued)
(k) Impairment of assets (continued)

()

Impairment of investments in equity
securities and other receivables (continued)
If any such evidence exists, any impairment loss
is determined and recognised as follows:

- For unquoted equity securities carried at
cost, the impairment loss is measured as
the difference between the carrying amount
of the financial asset and the estimated
future cash flows, discounted at the current
market rate of return for a similar financial
asset where the effect of discounting is
material. Impairment losses for equity
securities are not reversed.

- For trade and other receivables and other

financial assets carried at amortised cost,
the impairment loss is measured as the
difference between the asset’s carrying
amount and the present value of estimated
future cash flows, discounted at the
financial asset’s original effective interest
rate (i.e. the effective interest rate
computed at initial recognition of these
assets), where the effect of discounting is
material. This assessment is made
collectively where financial assets carried
at amortised cost share similar risk
characteristics, such as similar past due
status, and have not been individually
assessed as impaired. Future cash flows for
financial assets which are assessed for
impairment collectively are based on
historical loss experience for assets with
credit risk characteristics similar to the
collective group.
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Notes to the Financial Statements (continued)
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For the year ended 31 December 2007

2.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(k) Impairment of assets (continued)
(i) Impairment of investments in equity
securities and other receivables (continued)

If in a subsequent period the amount of an
impairment loss decreases and the decrease
can be linked objectively to an event
occurring after the impairment loss was
recognised, the impairment loss is reversed
through profit or loss. A reversal of an
impairment loss shall not result in the
asset’s carrying amount exceeding that
which would have been determined had
no impairment loss been recognised in prior
years.

Impairment losses are written off against
the corresponding assets directly, except for
impairment losses recognised in respect of
trade debtors, whose recovery is considered
doubtful but not remote. In this case, the
impairment losses for doubtful debts are
recorded using an allowance account. When
the Group is satisfied that recovery is
remote, the amount considered
irrecoverable is written off against trade
debtors directly and any amounts held in
the allowance account relating to that debt
are reversed. Subsequent recoveries of
amounts previously charged to the
allowance account are reversed against the
allowance account. Other changes in the
allowance account and subsequent
recoveries of amounts previously written off
directly are recognised in profit or loss.
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Notes to the Financial Statements (continued)

For the year ended 31 December 2007

2. SIGNIFICANT ACCOUNTING POLICIES
(continued)
(k) Impairment of assets (continued)

(i)

Impairment of other assets

Internal and external sources of information are
reviewed at each balance sheet date to identify
indications that the following assets may be
impaired or, except in the case of goodwill, an
impairment loss previously recognised no longer
exists or may have decreased:

- property, plant and equipment (other than
properties carried at revalued amounts);

- prepaid lease payments on land use rights
classified as being held under an operating
lease;

- intangible assets;

- investments in subsidiaries and joint
ventures (except for those classified as held
for sale or included in a disposal group that
is classified as held for sale); and

- goodwill.

If any such indication exists, the asset’s
recoverable amount is estimated. In addition, for
goodwill, intangible assets that are not yet
available for use and intangible assets that have
indefinite useful lives, the recoverable amount is
estimated annually whether or not there is any
indication of impairment.
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Notes to the Financial Statements (continued)
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For the year ended 31 December 2007 HE

2.

(&)

SIGNIFICANT ACCOUNTING POLICIES
(continued)
(k) Impairment of assets (continued)

(i)

Impairment of other assets (continued)
- Calculation of recoverable amount

The recoverable amount of an asset is the greater
of its net selling price and value in use. In
assessing value in use, the estimated future cash
flows are discounted to their present value using
a pre-tax discount rate that reflects current
market assessments of time value of money and
the risks specific to the asset. Where an asset
does not generate cash inflows largely
independent of those from other assets, the
recoverable amount is determined for the
smallest group of assets that generates cash
inflows independently (i.e. a cash-generating
unit).

- Recognition of impairment losses

An impairment loss is recognised in profit or loss
whenever the carrying amount of an asset, or
the cash-generating unit to which it belongs,
exceeds its recoverable amount. Impairment
losses recognised in respect of cash-generating
units are allocated first to reduce the carrying
amount of any goodwill allocated to the cash-
generating units (or group of units) and then, to
reduce the carrying amount of the other assets
in the unit (or group of units) on a pro rata
basis, except that the carrying value of an asset
will not be reduced below its individual fair value
less costs to sell, or value in use, if determinable.
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Notes to the Financial Statements (continued)

For the year ended 31 December 2007

2. SIGNIFICANT ACCOUNTING POLICIES
(continued)
(k) Impairment of assets (continued)

(i)

(iii)

Impairment of other assets (continued)
- Reversals of impairment losses

In respect of assets other than goodwill, an
impairment loss is reversed if there has been a
favourable change in the estimates used to
determine the recoverable amount. An
impairment loss in respect of goodwill is not
reversed.

A reversal of an impairment loss is limited to the
asset’s carrying amount that would have been
determined had no impairment loss been
recognised in prior years. Reversals of impairment
losses are credited to profit or loss in the year in
which the reversals are recognised.

Interim financial reporting and impairment
Under the Rules Governing the Listing of
Securities on the Stock Exchange of Hong Kong
Limited, the Group is required to prepare an
interim financial report in compliance with HKAS
34, Interim financial reporting, in respect of the
first six months of the financial year. At the end
of the interim period, the Group applies the same
impairment testing, recognition, and reversal
criteria as it would at the end of the financial
year (see notes 2(k)(i) and (ii)).

Impairment losses recognised in an interim period
in respect of goodwill are not reversed in a
subsequent period. This is the case even if no
loss, or a smaller loss, would have been
recognised had the impairment been assessed
only at the end of the financial year to which
the interim period relates.
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Notes to the Financial Statements (continued)
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For the year ended 31 December 2007

2.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(N

(m)

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the weighted
average method. The cost of finished goods and work-
in-progress comprises design costs, raw materials,
direct labour, other direct costs and related production
overheads (based on normal operating capacity). It
excludes borrowing costs. Net realisable value is the
estimated selling price in the ordinary course of
business less applicable variable selling expenses.

When inventories are sold, the carrying amount of
those inventories is recognised as expense in the period
in which the related revenue is recognised. The amount
of any write-down of inventories to net realisable value
and all losses of inventories are recognised as an
expense in the period the write-down or loss occurs.
The amount of any reversal of any write-down of
inventories is recognised as a reduction in the amount
of inventories recognised as an expense in the period
in which the reversal occurs.

Trade and other receivables

Trade and other receivables are initially recognised at
fair value, and after initial recognition, at amortised
cost less allowance for impairment of doubtful debts
(see note 2(k)), except for the following receivables:

- interest-free loans made to related parties
without any fixed repayment terms or the effect
of discounting being immaterial, that are
measured at cost less allowance for impairment
of doubtful debts; and

- short-term receivables with no stated interest rate
and the effect of discounting being immaterial,
that are measured at their original invoiced
amount less allowance for impairment of
doubtful debts.
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Notes to the Financial Statements (continued)

For the year ended 31 December 2007

2. SIGNIFICANT ACCOUNTING POLICIES
(continued)

(n)

(o)

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand
and at banks, demand deposits with banks and other
financial institutions, and short-term, highly liquid
investments that are readily convertible into known
amounts of cash and which are subject to an
insignificant risk of changes in value, having been
within three months of maturity at acquisition. Bank
overdrafts that are repayable on demand and form an
integral part of the Group’s cash management are
also included as a component of cash and cash
equivalents for the purpose of the consolidated cash
flow statement.

Income tax

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities.
Current tax and movements in deferred tax assets and
liabilities are recognised in profit or loss except to the
extent that they relate to items recognised directly in
equity, in which case they are recognised in equity.

Current tax is the expected tax payable on the taxable
income for the year, using tax rates (and laws) enacted
or substantially enacted at the balance sheet date,
and any adjustment to tax payable in respect of
previous years.

Deferred tax is provided in full, using the liability
method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying
amounts in the financial statements. However, if the
deferred tax arises from initial recognition of an asset
or liability in a transaction other than a business
combination that at the time of the transaction affects
neither accounting nor taxable profit or loss, it is not
accounted for. Deferred tax is determined using tax
rates (and laws) that have been enacted or substantially
enacted by the balance sheet date and are expected
to apply when the related deferred tax asset is realised
or the deferred tax liability is settled. Deferred tax
assets and liabilities are not discounted.
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For the year ended 31 December 2007 HE

2.

(&)

SIGNIFICANT ACCOUNTING POLICIES
(continued)

(o)

(p)

Income tax (continued)

Deferred tax assets are recognised to the extent that
it is probable that future taxable profit will be available
against which the temporary differences can be
utilised. Deferred tax assets also arise from unused
tax losses and unused tax credits.

At each balance sheet date, the Group reviews and
assesses the recognised and unrecognised deferred tax
assets and the future taxable profit to determine
whether any recognised deferred tax assets should be
derecognised and any unrecognised deferred tax assets
should be recognised.

Deferred tax is provided on temporary differences
arising on investments in subsidiaries and jointly
controlled entities, except where the timing of the
reversal of the temporary difference is controlled by
the Group and it is probable that the temporary
difference will not reverse in the foreseeable future.

Trade and other payables
Trade and other payables are initially recognised at
fair value. Except for financial guarantee liabilities
measured in accordance with note 2(s), trade and other
payables are subsequently stated at amortised cost,
except for the following payables:

- short-term payables with no stated interest rate
and the effect of discounting being immaterial,
that are measured at their original invoiced
amount; and

- interest-free loans from related parties without
any fixed repayment terms or the effect of
discounting being immaterial, that are measured
at cost.
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Notes to the Financial Statements (continued)

For the year ended 31 December 2007

2. SIGNIFICANT ACCOUNTING POLICIES
(continued)
(q) Borrowings

(r)

Borrowings are recognised initially at fair value, net
of transaction costs incurred. Transactions costs are
incremental costs that are directly attributable to the
acquisition, issue or disposal of a financial asset or
financial liability, including fees and commissions paid
to agents, advisers, brokers and dealers, levies by
regulatory agencies and securities exchanges, and
transfer taxes and duties. Borrowings are subsequently
stated at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in the income statement over the
period of the borrowings using the effective interest
method.

Borrowings are classified as current liabilities unless
the Group has an unconditional right to defer
settlement of the liability for at least 12 months after
the balance sheet date.

Employee benefits

(i) Retirement benefit costs
The Group operates a defined contribution
Mandatory Provident Fund retirement benefits
scheme in Hong Kong (the “MPF Scheme”) under
the Mandatory Provident Fund Schemes
Ordinance, for those employees who are eligible
to participate in the MPF Scheme. Contributions
are made based on a percentage of the
employees’ basic salaries and are charged to the
income statement as they become payable in
accordance with the rules of the MPF Scheme.
The Group’s employer contributions vest fully
with the employees when contributed into the
MPF Scheme.

The subsidiaries in the PRC do not provide a
pension plan for their employees. The subsidiaries
in the PRC made contributions to the defined
contribution retirement plans in the PRC which
are recognised as expenses in the income
statement as incurred. The subsidiaries have no
further payment obligations once the
contributions have been paid.
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Notes to the Financial Statements (continued)
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For the year ended 31 December 2007 HE

2.

(&)

SIGNIFICANT ACCOUNTING POLICIES
(continued)
(r) Employee benefits (continued)

(i)

(iii)

Paid leave carried forward

The Group provides paid annual leave to its
employees under their employment contracts on
a calendar year basis. Under certain
circumstances, such leave which remains untaken
as at the balance sheet date is permitted to be
carried forward and utilised by the respective
employees in the following year. An accrual is
made at the balance sheet date for the expected
future cost of such paid leave earned during the
year by the employees and carried forward.

Share-based compensation

The Group operates an equity-settled, share-
based compensation plan. The fair value of the
employee services received in exchange for the
grant of the options is recognised as an expense.
The total amount to be expensed over the vesting
period is determined by reference to the fair
value of the options granted, excluding the
impact of any non-market vesting conditions (for
example, profitability and sales growth targets).
Non-market vesting conditions 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 recognises 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.
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2.

Notes to the Financial Statements (continued)

For the year ended 31 December 2007

SIGNIFICANT ACCOUNTING POLICIES
(continued)
(r) Employee benefits (continued)

(iv) Profit-sharing and bonus plans

The Group recognises a liability and an expense
for bonuses and profit-sharing, based on a
formula that takes into consideration the profit
attributable to the Group’s shareholders after
certain adjustments. The Group recognises a
provision where contractually obliged or where
there is a past practice that has created a
constructive obligation.

(s) Financial guarantees issued, provisions
and contingent liabilities

()

Financial guarantees issued

Financial guarantees are contracts that require
the issuer (i.e. the guarantor) to make specified
payment to reimburse the beneficiary of the
guarantee (the "holder”) for a loss the holder
incurs because a specified debtor fails to make
payment when due in accordance with the terms
of a debt instrument.

Where the Group issues a financial guarantee,
the fair value of the guarantee (being the
transaction price, unless the fair value can
otherwise be reliably estimated) is initially
recognised as deferred income within trade and
other payables. Where consideration is received
or receivable for the issuance of the guarantee,
the consideration is recognised in accordance
with the Group’s policies applicable to that
category of asset. Where no such consideration
is received or receivable, an immediate expense
is recognised in profit or loss on initial recognition
of any deferred income.
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Notes to the Financial Statements (continued)

B 7% ¥R % I &

For the year ended 31 December 2007

(&)

2. SIGNIFICANT ACCOUNTING POLICIES
(continued)
(s) Financial guarantees issued, provisions
and contingent liabilities (continued)

()

(i)

Financial guarantees issued (continued)

The amount of the guarantee initially recognised
as deferred income is amortised in profit or loss
over the term of the guarantee as income from
financial guarantees issued. In addition,
provisions are recognised in accordance with note
2(s) (iii) below if and when (i) it becomes probable
that the holder of the guarantee will call upon
the Group under the guarantee and (ii) the
amount of that claim on the Group is expected
to exceed the amount currently carried in trade
and other payables in respect of that guarantee,
the amount initially recognised, less
accumulated amortisation.

i.e.

Contingent liabilities acquired in business
combinations

Contingent liabilities acquired as part of a
business combination are initially recognised at
fair value, provided the fair value can be reliably
measured. After their initial recognition at fair
value, such contingent liabilities are recognised
at the higher of the amount initially recognised,
less accumulated amortisation where appropriate,
and the amount that would be determined in
accordance with note 2(s) (iii) below. Contingent
liabilities acquired in a business combination that
cannot be reliably fair valued are disclosed in
accordance with note 2(s) (iii) below.
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Notes to the Financial Statements (continued)
ISR KM EE (B8)

For the year ended 31 December 2007 #HE-TTLF+_A=+—HILFE
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2. SIGNIFICANT ACCOUNTING POLICIES 2.
(continued)
(s) Financial guarantees issued, provisions
and contingent liabilities (continued)
(iii) Other provisions and contingent liabilities

Provisions are recognised for other liabilities of
uncertain timing or amount when the Group has
a legal or constructive obligation arising as a
result of a past event, it is probable that an
outflow of economic benefits will be required to
settle the obligation and a reliable estimate can
be made. Where the time value of money is
material, provisions are stated at the present
value of the expenditure expected to settle the
obligation.

Where it is not probable that an outflow of
economic benefits will be required, or the
amount cannot be estimated reliably, the
obligation is disclosed as a contingent liability,
unless the probability of outflow of economic
benefits is remote. Possible obligations, whose
existence will only be confirmed by the
occurrence or non-occurrence of one or more
future events are also disclosed as contingent
liabilities unless the probability of outflow of
economic benefits is remote.
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Notes to the Financial Statements (continued)
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For the year ended 31 December 2007 #HE-TZTLFT+_A=+—HILEFE

2.

76

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(t) Revenue recognition
Provided it is probable that the economic benefits will
flow to the Group and the revenue and costs, if
applicable, can be measured reliably, revenue is
recognised in profit or loss.

Revenue comprises the fair value for the sale of goods
and services, and after eliminating sales within the
Group. Revenue is recognised as follows:

(i) Commission income and handling fee
income, asset management and advisory
fee income
Income arising from broking, corporate finance
and asset management is recognised when the
relevant services are rendered and the amount
can be reliably estimated and it is probable that
it will be received.

(ii) Income from trading of listed securities

Income from trading of listed securities is
recognised as revenue on a trade date basis.
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Notes to the Financial Statements (continued)

For the year ended 31 December 2007

2. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(t) Revenue recognition (continued)
(iii) Income from provision of lottery machines
and related services, comprising:

(1)

)

(3)

Sales of goods

Sales of goods including lottery machines
and related software systems are recognised
when the goods are delivered at the
customers’ premises which is taken to be
the point in time when the customer has
accepted the goods; the related risks and
rewards of ownership and collectibility of
the related receivables are reasonably
assured.

Income from lottery business

Income from lottery business including
consultancy service, maintenance service
and other related services is recognised in
the accounting period in which the service
is rendered.

Income from sharing of lottery sales
Income from sharing of lottery sales is
recognised on an accrual basis in
accordance with the substance of the
relevant agreement.
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Notes to the Financial Statements (continued)
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For the year ended 31 December 2007

2.

SIGNIFICANT ACCOUNTING POLICIES
(continued)
(t) Revenue recognition (continued)

(iv)

(v)

(vi)

Rental income from investment properties
Rental income from operating leases is recognised
on a straight-line basis over the period of the
lease term, except where an alternative basis is
more representative of the pattern of benefits
to be derived from the use of the leased assets.
Lease incentives granted are recognised in profit
or loss as an integral part of the aggregate net
lease payments receivables.

Interest income
Interest income is recognised as it accrues using
the effective interest method.

Government grants

Government grants are recognised at their fair
value where there is reasonable assurance that
the grant will be received and all attaching
conditions will be complied with. When the grant
relates to an expense item, it is recognised as
income over the periods necessary to match the
grant on a systematic basis to costs that it is
intended to compensate. Where the grant relates
to an asset, the fair value is credited to a deferred
income account and is released to the income
statement over the expected useful life of the
relevant asset by equal instalments.
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Notes to the Financial Statements (continued)
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For the year ended 31 December 2007 #HE-TTLF+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES

(continued)

(u) Leases
An arrangement, comprising a transaction or a series
of transactions, is or contains a lease if the Group
determines that the arrangement conveys a right to
use a specific asset or assets for an agreed period of
time in return for a payment or a series of payments.
Such a determination is made based on an evaluation
of the substance of the arrangement and is regardless
of whether the arrangement takes the legal form of a
lease.

(i) Leases of land and buildings
Whenever necessary in order to classify and
account for a lease of land and buildings, the
minimum lease payments (including any lump-
sum upfront payments) are allocated between
the land and the building elements in proportion
to the relative fair values of the leasehold
interests in the land element and building
element of the lease at the inception of the lease.

The land element is classified as an operating
lease unless title is expected to pass to the lessee
by the end of the lease term. The building
element is classified as a finance or operating
lease in the same way as leases of other assets.
The payments made on acquiring land held under
an operating lease are recognised in the balance
sheet as prepaid lease payments on land use
rights which are stated at cost and are amortised
on a straight-line basis over the period of the
lease term.

If the prepaid lease payments on a lease of land
and buildings cannot be allocated reliably
between the land and building elements at the
inception of the lease, the entire lease is classified
as a finance lease, unless it is clear that both
elements are operating leases, in which case the
entire lease is classified as an operating lease.
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Notes to the Financial Statements (continued)
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For the year ended 31 December 2007

2.

80

SIGNIFICANT ACCOUNTING POLICIES
(continued)
(u) Leases (continued)

(i)

Operating lease charges

Leases in which a significant portion of the risks
and rewards of ownership are retained by the
lessor are classified as operating leases. Payments
made under operating leases, net of any
incentives received from the lessor, are charged
to the income statement on a straight-line basis
over the period of the lease. Contingent rentals
(if any) are charged to the income statement in
the accounting period in which they are incurred.

(v) Foreign currency translation

()

(i)

Functional and presentation currency

ltems included in the financial statements of each
of the Group’s entities are measured using the
currency of the primary economic environment
in which the entity operates (“the functional
currency”). The consolidated financial statements
are presented in HK dollars, which is the
Company's functional and presentation currency.

Transactions and balances

Foreign currency transactions are translated into
the functional currency using the exchange rates
prevailing at the dates of the transactions.
Foreign exchange gains and losses resulting from
the settlement of such transactions and from the
translation at year-end exchange rates of
monetary assets and liabilities denominated in
foreign currencies are recognised in the income
statement, except when deferred in equity as
qualifying cash flow hedges or qualifying net
investment hedges.
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Notes to the Financial Statements (continued)

For the year ended 31 December 2007 HZE

2. SIGNIFICANT ACCOUNTING POLICIES
(continued)
(v) Foreign currency translation (continued)

(i)

(iii)

Transactions and balances (continued)
Translation differences on non-monetary items,
such as equity instruments held at fair value
through profit or loss, are reported as part of
the fair value gain or loss. Translation differences
on non-monetary items, such as equities classified
as available-for-sale financial assets, are included
in the fair value reserve in equity.

Group companies

The results and financial position of all the group
entities (none of which has the currency of a
hyperinflationary economy) that have a functional
currency different from the presentation currency
are translated into the presentation currency as
follows:

assets and liabilities for each balance sheet
presented are translated at the closing rate
at the date of that balance sheet;

(1

income and expenses for each income
statement are translated at average
exchange rates (unless this average is not
a reasonable approximation of the
cumulative effect of the rates prevailing on
the transaction dates, in which case income
and expenses are translated at the dates of
the transactions); and

all resulting exchange differences are
recognised as a separate component of
equity.
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Notes to the Financial Statements (continued)

B 75 R = P 5 (48 )
For the year ended 31 December 2007

2.

SIGNIFICANT ACCOUNTING POLICIES 2.

(continued)

(v) Foreign currency translation (continued)

HE-—TTLFE+-A=+—ALER

(iii) Group companies (continued)

On consolidation, exchange differences arising
from the translation of the net investment in
foreign entities, and of borrowings and other
currency instruments designated as hedges of
such investments, are taken to shareholders’
equity. When a foreign operation is sold, such
exchange differences are recognised in the
income statement as part of the gain or loss on
sale.

Goodwill and fair value adjustments arising on
the acquisition of a foreign entity are treated as
assets and liabilities of the foreign entity and
translated at the closing rate.

(w) Borrowing costs

Borrowing costs are expensed in profit or loss in the
period in which they are incurred, except to the extent
that they are capitalised as being directly attributable
to the acquisition, construction or production of an
asset which necessarily takes a substantial period of
time to get ready for its intended use or sale.

The capitalisation of borrowing costs as part of the
cost of a qualifying asset commences when
expenditure for the asset is being incurred, borrowing
costs are being incurred and activities that are
necessary to prepare the asset for its intended use or
sale are in progress. Capitalisation of borrowing costs
is suspended or ceases when substantially all the
activities necessary to prepare the qualifying asset for
its intended use or sale are interrupted or complete.
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Notes to the Financial Statements (continued)

For the year ended 31 December 2007

2. SIGNIFICANT ACCOUNTING POLICIES
(continued)
(x) Related parties
For the purposes of the financial statements, a party
is considered to be related to the Group if:

(i)

(i)

(iii)

(iv)

(vi)

(vii)

directly, or indirectly through one or more
intermediaries, the party:

(1) controls, is controlled by, or is under
common control with, the Group;

(2) has an interest in the Group that gives its
significant influence over the Group; or

(3) has joint control over the Group;
the party is a jointly-controlled entity;
the party is an associate;

the party is a member of the key management
personnel of the Company or its parents;

the party is a close member of the family of any
individual referred to in (i) or (iv);

the party is an entity that is controlled, jointly-
controlled or significantly influenced by or for
which significant voting power in such entity
resides to in (iv) or (v); or

the party is a post-employment benefit plan for
the benefit of employees of the Group, or of
any entity that is a related party of the Group.
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Notes to the Financial Statements (continued)

B 7% ¥R % I &

For the year ended 31 December 2007

2.

(&)

SIGNIFICANT ACCOUNTING POLICIES
(continued)
(y) Segment reporting

A segment is a distinguishable component of the
Group that is engaged either in providing products or
services (business segment), or in providing products
or services within a particular economic environment
(geographical segment), which is subject to risks and
rewards that are different from those of other
segments.

In accordance with the Group’s internal financial
reporting system, the Group has chosen business
segment information as the primary reporting format
and geographical segment information as the
secondary reporting format for the purposes of these
financial statements.

Segment revenues, expenses, results, assets and
liabilities include items directly attributable to a
segment as well as those that can be allocated on a
reasonable basis to that segment. For example,
segment assets may include inventories, trade
receivables and property, plant and equipment.
Segment revenue, expenses, assets, liabilities are
determined before intra-group balances and intra-
group transactions are eliminated as part of the
consolidation process, except to the extent that such
intra-group balances and transactions are between
group entities within a single segment. Inter-segment
pricing is based on similar terms as those available to
other external parties.

Segment capital expenditure is the total cost incurred
during the year to acquire segment assets (both
tangible and intangible) that are expected to be used
for more than one year.

Unallocated items mainly comprise financial and
corporate assets, interest-bearing borrowings, tax
balances, corporate and financing expenses.
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Notes to the Financial Statements (continued)

For the year ended 31 December 2007

CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued a number of new and revised HKFRS
and Interpretations that are first effective or available for
early adoption for the current accounting period of the
Group and the Company.

There have been no significant changes to the accounting
policies applied in these financial statements for the years
presented as a result of these developments. However, as a
result of the adoption of HKFRS 7, Financial instruments:
Disclosures and the amendment to HKAS 1, Presentation of
financial statements: Capital disclosures, there have been
some additional disclosures provided as follows:

As a result of the adoption of HKFRS 7, the financial
statements include expanded disclosure about the
significance of the Group’'s financial instruments and the
nature and extent of risks arising from those instruments,
compared with the information previously required to be
disclosed by HKAS 32, Financial instruments: Disclosure and
presentation. These disclosures are provided throughout
these financial statements, in particular in note 38.

The amendment to HKAS 1 introduces additional disclosure
requirements to provide information about the level of
capital and the Group’s and the Company’s objectives,
policies and processes for managing capital. These new
disclosures are set out in note 39.

Both HKFRS 7 and the amendment to HKAS 1 do not have
any material impact on the classification, recognition and
measurement of the amounts recognised in the financial
statements.

The Group has not early applied any new standard,
amendment or interpretation that has been issued but is
not yet effective for the current accounting period (see
note 47).
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Notes to the Financial Statements (continued)

B 7% ¥R % I &

For the year ended 31 December 2007

4.

(&)

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and
are based on historical experience and other factors,
including expectations of future events that are believed to
be reasonable under the circumstances.

The Group’s management makes estimates and assumptions
concerning the future. The resulting accounting estimates
will, by definition, seldom equal to the related actual results.
The estimates and assumptions that have a significant risk
of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are
discussed below.

(i) Estimated impairment of goodwill
The Group tests annually whether goodwill has
suffered any impairment, in accordance with the
accounting policy stated in note 2(k). The recoverable
amounts of cash-generating units have been
determined based on value-in-use calculations. These
calculations require the use of estimates (note 19).
(ii) Allowance for impairment of bad and
doubtful debts
The Group makes allowance for impairment of
doubtful debts based on an assessment of the
recoverability of trade and other receivables.
Allowances are applied to trade and other receivables
where events or changes in circumstances indicate that
the balances may not be collectible. The identification
of allowance for impairment of doubtful debts requires
the use of judgement and estimates. Where the
expectation is different from the original estimate, such
difference will impact carrying value of receivables and
allowance for impairment in the period in which such
estimate has been changed.
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Notes to the Financial Statements (continued)

For the year ended 31 December 2007

4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)
(iii) Write-down of obsolete and slow-

(iv)

moving inventories

The Group writes down obsolete and slow-moving
inventories to net realisable value based on historical
experience and other factors, including expectation
of future events that are believed to be reasonable
under the circumstances. Write-downs are applied to
inventories where events or changes in circumstances
indicate that the inventories may be obsolete or slow-
moving. The identification of obsolete or slow-moving
inventories requires the use of judgement and
estimates. Where the expectation is different from the
original estimate, such difference will impact the
carrying value of the inventories and charges in the
year in which such estimate has been changed.

Income taxes

Deferred tax asset in relation to the unused tax losses
of approximately HK$99,799,000 (2006:
HK$95,423,000) was not recognised in the Group's
consolidated balance sheet. The realisability of the
deferred tax asset mainly depends on whether
sufficient future profits or taxable temporary
differences will be available in the future. In cases
where the actual future profits generated are less than
expected, a material reversal of deferred tax assets
may arise, which would be recognised in the income
statement for the period in which such a reversal takes
place.
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Notes to the Financial Statements (continued)

Mg smRM T (&)

For the year ended 31 December 2007

4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)
(iv) Income taxes (continued)

(v)

The Group is subject to income taxes in Hong Kong
and the PRC. Significant judgement is required in
determining the provision for income taxes. There are
many transactions and calculations for which the
ultimate tax determination is uncertain during the
ordinary course of business. The Group recognises
liabilities for anticipated tax audit issues based on
estimates of whether additional taxes will be due.
Where the final tax outcome of these matters is
different from the amounts that were initially recorded,
such differences will impact the income tax and
deferred tax expenses in the year in which such
determination is made.

Distinction between investment
properties and owner-occupied
properties

The Group determines whether a property qualifies as
investment property. In making its judgement, the
Group considers whether the property generates cash
flows largely independently of the other assets held
by an entity. Owner-occupied properties generate cash
flows that are attributable not only to property but
also to other assets used in the production or supply
process.

Some properties comprise a portion that is held to
earn rentals or for capital appreciation and another
portion that is held for use in the production or supply
of goods or services for administrative purposes. If
these portions can be sold separately (or leased out
separately under a finance lease), the Group’s financial
statements account for the portions separately. If the
portions cannot be sold separately, the property is
accounted for as investment property only if an
insignificant portion is held for use in the production
or supply of goods or services or for administrative
purposes. Judgement is applied in determining whether
ancillary services are so significant that a property does
not qualify as investment property. The Group
considers each property separately in making its
judgement.
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For the year ended 31 December 2007

Notes to the Financial Statements (continued)

Mgk MaE (8)

TURNOVER, OTHER INCOME AND GAINS, 5.

NET

Turnover represents commission income and handling fee
income, interest income, income from trading of listed
securities and income from provision of lottery machines

and related services.

An analysis of the Group’s turnover, other income and gains,

net is as follows:

HE-—TTLF+-A=+—BLFR

ERBF HtbWARYEFHE

LEEEASRARFEBRA FIEK

MEBETTREFREHREE

WA e

1 X2 48 B AR 75

AREEEEERE ERA KW FEAN

mF

2007
—2E2tHF
HK$'000/F & 7T

2006
—EERE
HK$'000/F % 7T

Turnover

Commission income and
handling fee income

Interest income from:
— Banks
- Margin clients
— Loan receivables

Income from trading of
listed securities

Income from provision of lottery
machines and related services

Other income
Interest income on bank deposits
Government subsidy
Sundry income
Rental income from
investment properties

Other gains, net
Fair value gains on financial assets
at fair value through profit or loss
Fair value gains
on investment properties
Exchange loss

EXRE
MERARFEERA

KERTEEZMBEA:
—R1T

- FREP

— U E %
BEELmESFEA

PR R M MR B RS WA

H At A
RITHF A B WA
I 8 B
R
BREMEZHSRA

Hftb Wy 35 F 8

BEBEREARENEN
TMEEZ AR BN
BREWMEZ AR ENRRE

BE 3¢ &5 1R

20,812 7,827
1,570 709
7,388 10,223
9,481 10,943

21,991 29,138

373,410 115,043
434,652 173,883
2,806 2,792
697 261
2,052 2,450
6 —
5,561 5,503
1,673 15,413
21,967 -
(460) -
23,180 15,413
463,393 194,799
HWELBMEBRERAF —TTLFFR



Notes to the Financial Statements (continued)
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For the year ended 31 December 2007

HE-—TTLFE+-A=+—ALER

6.

SEGMENT INFORMATION

BUSINESS SEGMENTS

For management purposes, the Group is organised into the
following four major operating divisions:

i) Financial services

i)  Money lending

iii)  Investment trading and holding
iv)  Lottery business

In accordance with the Group’s internal financial and

operating activities, the primary segment reporting is by
business segments and the secondary segment reporting is

by geographical segments.

(i) The segment assets, liabilities at 31 December 2007
and segment results for the year ended 31 December

2007 are as follows:

6. 7EHEH
%ﬁ%/'\_z_
ROTEEE AEBORATHEZREE
DB AR

) SRR

iy EBX

i)y WEEBERIER
iv) HEERK

REASEZ AN REREY X
MEMIIREBH D EE D RED 2 HRA
miE D B E -

(i) EA:EEAEi% A=1t—Bz2%
BE BERBE_ZTTLF T+ A
_—i— BLEFEZOBEENT:

As at and for the year ended 31 December 2007
RZBBLtF+-AZ+-AREEZALFE

Investment
Financial Money trading Lottery
services lending and holding business Total
REEE
SRR £ RER KEEK &t
HK$'000/F %7 HKS$'000/F 57 HKS'000/FE7T HKS'000/FE7T HKS'000/F 7T
Turnover EEE 29,770 9,481 21,991 373,410 434,652
Segment results o E A (646) 11,864 1,441 243,380 256,039
Net unallocated KoHE
expenses B X R 58 (36,029)
Profit before taxation B & Al ¥4 7 220,010
Taxation fiI1A (26,369)
Profit for the year KEE R 193,641
Assets BE
Segment assets D EE E 74,231 316,092 30,033 1,692,892 2,113,248
Unallocated assets KDBEE 492,326
Total assets BWEE 2,605,574
Liabilities a&
Segment liabilities HHBEE 52,175 - - 109,661 161,836
Unallocated liabilities A&®2E&E 2,335
Total liabilities BAaE
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Notes to the Financial Statements (continued)
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For the year ended 31 December 2007 HE-ZTT+HF+_A=+—HLFE

SEGMENT INFORMATION (continued)
BUSINESS SEGMENTS (continued)
The segment assets, liabilities at 31 December 2006 m_gg/\fﬁfﬁ =+—BZHH
and segment results for the year ended 31 December BE BEREE_ZZTRE+=AH
2006 are as follows: ST —ALEFECHHEER T

6. DWER ()

As at and for the year ended 31 December 2006
RZBERF+_RA=+-HRBEZHLFE

Investment
Financial Money trading Lottery
services lending and holding business Total
REBE
SRR BH Rk WELH Gl
HK$'000/T 37T HK$'000/F B  HK$'000/TETL  HK$'000/TH T HK$'000/F & T

Turnover BET 18,107 10,943 29,790 115,043 173,883
Segment results DEER 1,065 (9,738) 21,097 39,676 52,100
Net unallocated KoHE

expenses X 55 (10,467)
Profit before taxation B & Al ¥4 7 41,633
Taxation FHIE (11,001)
Profit for the year KE % F 30,632
Assets BE

Segment assets DHEE 50,900 248,420 164,635 679,451 1,143,406

Unallocated assets ANBEEE 2,791
Total assets BEE 1,146,197
Liabilities =NE]

Segment liabilities HHBEE 30,530 418 - 181,260 212,208

Unallocated liabilities A&®2HE&E 3,945
Total liabilities BmaE 216,153
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Notes to the Financial Statements (continued)
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For the year ended 31 December 2007

6.

Other segment information

SEGMENT INFORMATION (continued)
BUSINESS SEGMENTS (continued)

HE-—TTLFE+-A=+—ALER

6. HEMER (F)
%7558 ()

(i)

For the year ended 31 December 2007
BE-ZTLF+-A=t+-HLEE

Investment
Financial Money trading Lottery
services lending and holding business Total
REEHE
SRRE R "R YEEE =h
HK$'000/F &% HKS'000/F % HKS$'000/F#T HKS$'000/T%ET HKS$'000/F 8%
Other information Hibh&#
Depreciation and WEEEHE
amortisation 1,192 - - 18,049 19,241
Allowance for RIZEK
impairment of bad AR
and doubtful debts 620 - - - 620
Capital expenditure AARX 163 - - 438,130 438,293
For the year ended 31 December 2006
BE-_SZEANFE+_A=t-HILEE
Investment
Financial Money trading Lottery
services lending and holding business Total
REEH
SRR =EA K1z ik HEEH A&t
HK$'000/F 7T HK$'000/F BT  HK$'000/FHET HK$'000/FH HK$'000/F T
Other information HA &R
Depreciation and hEREHE
amortisation 1,473 - 7 4,829 6,309
Allowance for RIZHR
impairment of bad HERE
and doubtful debts 430 13,688 - - 14,118
Capital expenditure NG 122 - - 392,737 392,859
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For the year ended 31 December 2007 #HE-TTLF+_A=+—HILFE

SEGMENT INFORMATION (continued) 6. Z7HWEH (&)
GEOGRAPHICAL SEGMENTS & 5 5
The Group’s business segments operate in two main REBEBHSHEAMEEZEMRE -

geographical areas.

As at and for the year ended 31 December 2007
RZBEBtF+-AZ+-BREBEZALFE

Segment
results and
profit/(loss) Total Total Capital
Turnover before taxation assets liabilities expenditure
DWMEER
BB A
EEE ORA/ (BB EEHE BEEE BEXREX
HK$'000/F #&t HK$'000/F &t HK$'000/F & HK$'000/FET HK$000/F &
Hong Kong BB 61,242 (23,352) 913,787 54,501 163
The PRC H 373,410 243,362 1,691,787 109,670 438,130
434,652 220,010 2,605,574 164,171 438,293

As at and for the year ended 31 December 2006
RIBERFT_A=+-BREEZALFE

Segment
results and
profit before Total Total Capital
Turnover taxation assets liabilities expenditure
BEH B B4 A 3 A BEHA AfEHBE AARRAX
HK$'000/F# 7T HK$'000/F 87T  HK$'000/F 7T  HK$'000/ T T  HK$'000/F % T
Hong Kong BB 58,840 1,957 466,746 34,893 122
The PRC H 115,043 39,676 679,451 181,260 392,737
173,883 41,633 1,146,197 216,153 392,859
STAFF COSTS 7. EEAX
2007 2006
—EELE —BEAE
HK$'000/F & T HK$'000/F 3% 7T
Salaries, allowances and Fe RBEREYH &=
benefits in kind 41,119 20,551
Bonuses B4 - 202
MPF contributions SIE @ 234 225
Employee share option benefits EEBKRERN 19,057 3,639

60,410 24,617
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For the year ended 31 December 2007

8.

94

FINANCE COSTS

HE-—TTLFE+-A=+—ALER

8. WMERA

Interest on bank loans and overdraft $R1TER N B X T A

Interest on client payables with
no fixed repayment terms

T S
% RAR 8

PROFIT BEFORE TAXATION 9. EBRFEANRF

2007 2006

—¥¥ LT —EE A
HK$'000/F B HKS'000/F 7
1,285 16,373

1,221 887
2,506 17,260

2007 2006
—gEts T4

HK$'000/F & 7T

HK$'000/F /& 7T

The Group’s profit before A5 BB B AR A
taxation is stated after R 2571 E Mk
charging the following: V=

Auditors’ remuneration Z 8 AN B &

— current year —KFE
— underprovision in prior year —REFELEE

Bad debts written off R 15 AR B 5H

Depreciation and amortisation on: IATIEESTE R
— Property, plant and equipment o JEN S
— Prepaid lease payments — T AEZ

on land use rights SRR EFORNEN
— Intangible assets —EmREE

Operating lease rentals in respect of WRAEMERAEZ

office premises and warehouse

Research and development costs
(including amortisation of

REHERS

e REERA (811,129,000 7T

(ZZEZT/X5F:78,00087T) 2

capitalised development costs of B AR BB A )
HK$1,129,000 (2006: HK$78,000))
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Notes to the Financial Statements (continued)
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For the year ended 31 December 2007 #HE-TTLF+_A=+—HILFE

10. DIRECTORS’ REMUNERATION 10. EEM <
Directors’ remuneration for the year, disclosed pursuant to AEEESHMERBEETEHEIIMBER
the Rules Governing the Listing of Securities on The Stock AR ([EERFT]) BHF EMBRAREEL(R
Exchange of Hong Kong Limited (the “Stock Exchange”) AEFI) 161 EEENT
and Section 161 of the Hong Kong Companies Ordinance,
is as follows:
The Group
TEE
2007 2006
—EEts —EEAf
HK$'000/F &5 HK$'000/F % 7T
Fees: e
Executive directors WITES 120 80
Independent non-executive directors BN FEHITE S 360 240
480 320
Other emoluments BITESE2HMME:
for executive directors:
Salaries, housing, other allowances ¥ & FEE 28"
and benefits in kind B2 REDA R 3,607 5,207
MPF contributions BB S MR 12 18
4,099 5,545
(a) Independent non-executive directors (a) BAYHEHITES
The fees paid to independent non-executive directors ENTEYFRTEET 2B NAT:
were as follows:
2007 2006
—EEts —EEAf
HK$'000/F &5 HK$'000/F % 7T
YUEN Wai Ho Br & 5 120 80
ON Kien Quoc o B ER
(resigned on 17.04.2007) (RZEZLFHWOATEHBT) 35 80
CHOW Siu Ngor ;M/NE 120 80
LEE Ka Lun £
(appointed on 17.04.2007) (RZEZLtFEOATEHEZMT) 85 -
360 240
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B 75 R = P 5 (48 )
For the year ended 31 December 2007

10. DIRECTORS' REMUNERATION (continued)
(a) Independent non-executive directors

(continued)

There were no other emoluments payable to the

independent non-executive directors during the years.

In addition, no remuneration was paid by the Group

to any of the directors as an inducement to join, or

upon joining the Group or as compensation for loss

of office (2006: Nil).

Executive directors

(b)

HE-—TTLFE+-A=+—ALER

10. EEM £ (B)
(a) BIAFEHITES (E8)

FABEEMENTEIIFATE
B2t sh e ANERE A EA T EM
EEMERMAREESMAKZ
BRI RBz2ME(ZTTRF:
&) -

(b) BITES

Salaries, Retirement
allowances benefit
and benefits scheme Total
Fees in kind contributions emoluments
Fe R EARER
we REYF &R Mess
HK$'000/F 7% 7T HK$'000/F % 7T HK$'000/F 7% 7T HK$'000/F 7% 7T
2007 —EBLHF
Executive directors: #ITE =
CHAN How Chung, [R5
Victor - 3,607 12 3,619
BOO Chun Lon AR B2 120 - - 120
120 3,607 12 3,739
2006 —EEREF
Executive directors: #H1TE =
CHAN How Chung, PFRZI2
Victor - 3,906 12 3,918
LEE Huei Lin (retired ZEZ3% (R
on 19.06.2006) —EER
~NATAAR
RAE) - 1,301 6 1,307
BOO Chun Lon AR B2 80 - - 80
80 5,207 18 5,305

There was no arrangement under which a director
waived or agreed to waive any remuneration during
the year. In addition, no remuneration was paid by
the Group to any of the directors as an inducement
to join, or upon joining the Group or as compensation
for loss of office (2006: Nil).

REXCAPITAL Financial Holdings Limited Annual Report 2007
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Notes to the Financial Statements (continued)

Mgk MaE (8)

For the year ended 31 December 2007 #HE-TTLF+_A=+—HILFE

11. FIVE HIGHEST PAID INDIVIDUALS

Of the five individuals with the highest emoluments in the
Group, one (2006: two) was a director of the Company
whose emoluments were included in the disclosures in note
10 above. The emoluments of the remaining four (2006:
three) individuals were as follows:

M. EEBREFMAL

FALEEREESHFMALZFBE—
Z(ZE2TRF WA ARAES EilE
EEN EXMEI0 HBrUE (ZTER
F=ZR)ALTZBEMT:

2007 2006
—BFLE —EEAE
HK$’000/F & T HK$'000/F & 7T

Salaries, allowances and Fe RBREYHA G
benefits in kind
MPF contributions BRI

Their remuneration was within the following bands:

8,553 6,818
48 41
8,601 6,859

FEZM@EWDT

2007 2006

—EELHF —ETREF

Number of Number of

employees employees

BEAH BB A#

Nil to HK$1,000,000 £ %£1,000,000% 7T 2 2
HK$2,000,001 - HK$2,500,000 2,000,001 7T £2,500,000% 7T 1 -
HK$2,500,001 — HK$3,000,000 2,500,001/ 7t & 3,000,000/ 7T - 2
HK$3,500,001 — HK$4,000,000 3,500,001/ 7t 4,000,000/ 7T - -
HK$4,500,001 — HK$5,000,000 4,500,001# 7L £5,000,000/% 7T 1 -
4 4

In 2006, the emoluments of a former director, LEE Huei
Lin, following her retirement were also included in the
emoluments of the five highest paid individuals.

R-ETRF AEEEFERRRRZEH
MWrerRitsesHmMALZHMS-

HELRIZERERLF —ZZLFFR
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Notes to the Financial Statements (continued)

B 7% ¥R I AE (48

For the year ended 31 December 2007

12. TAXATION

The provision for Hong Kong profits tax for 2007 is
calculated at 17.5% (2006: Nil) on the estimated assessable
profits for the year. Taxation on overseas profits has been
calculated on the estimated assessable profits for the year
at the rates of taxation prevailing in the countries in which
the Group operates.

One of the jointly controlled entities of the Group’s lottery
business in the PRC, Beijing Guard Libang Technology Co
Ltd, is eligible for application of tax holiday and concession
which are in the form of three years tax exemption from
the year 2003 to 2005 and followed by a 50% reduction of
the applicable tax rate in the following three years
commencing from 2006. The applicable income tax rate for
this jointly controlled entity in the current year is 7.5%
(2006: 7.5%). The applicable income tax rates for the
remaining subsidiaries of the Group’s lottery business in
current year are ranging from 15% to 33% (2006: 15%) as
their tax holiday and concession periods, if any, were
expired.

The amount of taxation charged to the consolidated income
statement represents:

HE-—TTLFE+-A=+—ALER

12. B\

TR LEFRNEGHBEBRAFE MG
ERFEF17.5% (ZTT R F E|)TE-
78 5NN 15 0 B A BRE 79 7 B SR B R 4K
AEBRERBHR 2 RITHERFAE-

REBEP -—RRPEHYEERHERITE
FIERBILRRENAREBERAR &&%
BERENBERREE S22
ZTHFRES=FHERE AZTEX
FRBER = FIRE AR L2
RIZEHEENFANCEAMSRERT 5%
(ZZEZERF:7.5%) HRAEBEK R
BrzEBRWBAR 2 2B RESH (A
B)EER AEERFEZ2EAMSH
BRE BN F15%E33%(ZFTZTRNF:
15%) °

RAEWERAMBZRAHBRE:

2007 2006
—BBLE i
HK$'000/F & T HK$'000/F 3 T

Current tax: EHIBIE:
— Hong Kong profits tax —BBFEH
— PRC income tax — R BTG
Deferred tax: RAER IR
Deferred taxation relating BREEREBE TR
to the origination and ERZIBELENIE
reversal of temporary differences
Taxation charge BIE X H

REXCAPITAL Financial Holdings Limited Annual Report 2007

276
14,917 3,726
15,193 3,726
11,176 7,275
26,369 11,001




Notes to the Financial Statements (continued)

For the year ended 31 December 2007

12. TAXATION (continued)
The taxation on the Group's profit before taxation differs
from the theoretical amount that would arise using the
domestic taxation rates applicable to profit of the

consolidated companies is as follows:

12.

B 75 R R MY R

(&)

HE-—TTLF+-A=+—BLFR

B (&)
REBERBAREN 2 HIERE R 2 B8
(ABEARWERE DA
B)MBEMT:

mﬂZZ—"i’@mfqu

Profit before taxation

Taxation at the domestic income
tax rate of 17.5% (2006:17.5%)
Tax effect of income not subject
to taxation
Tax effect of expenses not deductible
for taxation purposes
Tax effect of tax losses not recognised
Tax effect of temporary differences
not recognised
Unrecognised deferred tax assets
in prior year recognised for the year
Effect of different tax rates of
subsidiaries operating
in other jurisdictions

Taxation charge

B& % B )4 F)

BAMASHE17.5%
(ZEEXRF:17.5%) 51 &
BERBMZWAZHBEE

TR B THIE R AR
MXZRBZE
ARERZHBEHRIRNBETZE
AMREREZRZNEBATE

A R R TR
LB EAE

R AAEREE 2
WEARZ FRABERE

FIA X H

2007 5006
—¥¥ LT —EE A
HK$'000/F B HKS'000/T 7
220,010 41,633
8,758 5,026
766 3,635
(890) _
26,369 11,001
BELBMEBRARAT —BBLFFR 99
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For the year ended 31 December 2007

13. PROFIT ATTRIBUTABLE TO EQUITY

100

14.

15.

HOLDERS OF THE COMPANY

The profit attributable to equity holders of the Company is
dealt with in the financial statements of the Company to
the extent of the loss of approximately HK$28,376,000
(2006: the loss of HK$14,394,000).

DIVIDEND

The Board does not recommend the payment of a dividend
in respect of the year ended 31 December 2007 (2006:
Nil).

EARNINGS PER SHARE

(a) Basic earnings per share
The basic earnings per share is calculated by dividing
the profit for the year attributable to the equity holders
of the Company by the weighted average number of
shares in issue during the year.

13.

14.

15.

HE-—TTLFE+-A=+—ALER

KRB ERBIERARBERER

AR RBFBERER ZAQNGEETE A
FE (5 E5384928,376,000/8 T (Z BT /N EF:
E748 414,394,000 7T) ©

@)
ERERBTRNRE-_TTLE+ A
SH-ALFERE (CTTAF M)

ZFREA

(a) EREXER
SREFBFZRADTERFAA
FEfE R R A FRE BRI Z
AT B

2007 2006
—EELE —EERE
Profit attributable to equity KRARIERFEA
holders of the Company FEAG A (FHTT)
(in thousand HK$) 136,688 11,170
Weighted average number of B ETLRERZ
ordinary shares in issue mEEFEgE (F1))
(in thousand) 6,231,200 4,381,073

)

Basic earnings per share M E A& F

REXCAPITAL Financial Holdings Limited Annual Report 2007
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Notes to the Financial Statements (continued)

Mgk MaE (8)

For the year ended 31 December 2007 #HE-TTLF+_A=+—HILFE

15. EARNINGS PER SHARE (continued) 15. BREF (&)
(b) Diluted earnings per share (b) EREEERF
The diluted earnings per share is calculated by dividing BREERN TR BB ALE
the profit for the year and on the weighted average BEIIMEFHE RAEERERR
number of ordinary shares, being the weighted average MzFERNEBITERRMDINE TR
number of ordinary shares in issue during the year as BRERFARBETERERITHEE
used in the basic earnings per share calculation and MR T MRS B 1T 2 BB AR I 15
the weighted average number of ordinary shares o

assumed to have been issued at no consideration on
deemed exercise of all share options outstanding
during the year.

2007 2006
3Bt —TTAE
Profit for the year, used REERF AUFTE
in the basic and diluted BRERREE R
earnings per share calculation (F#&L)
(in thousand HK$) 136,688 11,170
Weighted average number of BT EERER
ordinary shares in issue BNz FERNBET
during the year used TRt THH
in the basic earnings per (F1)
share calculation (in thousand) 6,231,200 4,381,073
Weighted average number of BRERFANRARETEFRE
ordinary shares assumed RITEEREMEE
to have been issued BTz EBRMET A
at no consideration (F1)
on deemed exercise of
all share options outstanding
during the year (in thousand) 82,671 131,923
6,313,871 4,512,996
Diluted earnings per share BREBERT 2.17 centsfl 0.25 centfll
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s KM ()

For the year ended 31 December 2007

16. PROPERTY, PLANT AND EQUIPMENT

16. WX - BERRE

BE_ZZLF+-_A=1+—RHLHFE

The Group KE
Furniture, Plant
Leasehold Leasehold Lottery fixtures and and Motor
buildings  improvements machines equipment machinery vehicles Total
(Note)
HEYE BRHE
HERTF #1 EEH kEE HERKSE RE &t
53]
HK$'000/ T HK$'000/F %L  HK$'000/F#E L HK$'000/FAL HK$'000/FET HKS'000/FE L  HK$'000/F % T
Cost BA
At 1 January 2006 RZZZRE
—A—H - 5,424 - 12,800 - - 18,224
Arising on acquisition of  UREEHI B2 )
subsidiaries FES® 4,148 953 23,730 6,535 23,938 2,409 61,713
Additions RE - - 8,280 426 25 33 8,764
Exchange realignment  SMEFE 90 25 615 152 160 56 1,098
At 31 December 2006 R-ZEARE
+-A=t—-H 4,238 6,402 32,625 19,913 24,123 2,498 89,799
Additions ﬁ;ﬁ o 52 4,094 46,830 2,844 13,647 4,484 71,951
Reclassified to investment Z# 53 Ak &
properties (note 18) M (i :18) (798) - - - - - (798)
Elimination of subsidiaries ¥ 85I &2 A - - - (937) (14,988) (1,055) (16,980)
Exchange realignment  SMEFE 209 72 2,407 525 1,564 206 4,983
At 31 December 2007 R-ZFtfF
+=ZA=+-H 3,701 10,568 81,862 22,345 24,346 6,133 148,955
Accumulated RiHE
depreciation
At 1 January 2006 ZTERF
*H = - 2,641 - 12,132 - - 14,773
Arising on acquisition of Uk B 1 B 2 )
subsidiaries FESE 616 143 12,043 3,259 8,310 1,060 25,431
Charge for the year KEFEMH 59 1,075 3,266 952 549 75 5,976
Exchange realignment ~ SMEFRE 14 3 N 78 51 23 480
At 31 December 2006 R -ZTRF
+-A=+-H 689 3,862 15,620 16,421 8,910 1,158 46,660
Charge for the year REEDR 131 1,167 7,922 1373 5,928 533 17,054
Reclassified to investment &35 AR E
properties (note 18) mx (M18) (73) - - - - - (73)
Elimination of subsidiaries &34 B2 Al - - - (221) (6,429) (187) (6,837)
Exchange realignment ~ SMEFE 55 27 1,492 322 712 98 2,706
At 31 December 2007 R-ZZtE
+=ZA=+-8 802 5,056 25,034 17,895 9,121 1,602 59,510
Net book value REFE
At 31 December 2007 R=-FEtfE
+=-A=+-H 2,899 5,512 56,828 4,450 15,225 4,531 89,445
At 31 December 2006 ~ R=ZERF
+-A=+—-H 3,549 2,540 17,005 3,492 15,213 1,340 43,139
Note: B R
All leasehold buildings situate outside Hong Kong and are held under FIEMRERFHMNNBBUINDE WA T EAHEL
medium term leases. BAE-
The Company b N

The Company has no property, plant and equipment as at

31 December 2007 (2006: Nil).
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Notes to the Financial Statements (continued)

i msMaE ()
For the year ended 31 December 2007 #HE-TTLF+_A=+—HILFE

17. PREPAID LEASE PAYMENTS ON LAND USE 17. t #h{F AR BN HAY T
RIGHTS

The Group rEE
2007 2006
—3etE e
HKS$'000/F#5  HK$'000/F % 7T
Cost R AR
At beginning of the year R 1) 6,300 -
Arising on acquisition of subsidiaries 4% B8 [} & A ) Fr & 4 - 6,257
Reclassified to investment properties EEH D E AR EWE
(note 18) (fF3E18) (1,141) -
Exchange realignment SN EE 78 B 160 43
At end of the year RS 5,319 6,300
Accumulated amortisation E4: £
At beginning of the year 1) 318 -
Arising on acquisition of subsidiaries U B& KB 2 Al Fr & A& - 290
Amortisation for the year PGSR T 178 22
Reclassified to investment properties BF D iE AR EWE
(note 18) (PfF5E18) (110) -
Exchange realignment HNE 8 B 23 6
At end of the year REK 409 318
Net book value REEE
At end of the year RS 4,910 5,982
The Company ¥ /N
The Company has no prepaid lease payments on land use RARARR_EZLF+T_A=T—RHIE
rights as at 31 December 2007 (2006: Nil). TiFEFRAECTEMNENNR (ZEETRE:
') o
The Group's interests in leasehold land and land use rights AEEREELH R T HERAENERS
are outside Hong Kong with medium term leases. BRI FHATHHEE-
As at 31 December 2006, bank borrowings of approximately RZZEZEREFT_HA=+T—80" ' AH
HK$741,000 were secured on leasehold building and land 741,000 T 2 SRITERBIHIEREE D
use rights for the carrying values of approximately B 47 5659,0007% 7T & 1,008,000/% 7T 2
HK$659,000 and HK$1,008,000 respectively. EEFRIMERE-

HELBIZERERLF —ZZLFFHR 103



Notes to the Financial Statements (continued)

Mg smRM T (&)

For the year ended 31 December 2007
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18. INVESTMENT PROPERTIES

The Group

HE-—TTLFE+-A=+—ALER

18. REWE

AEM

2007 2006
—getLE —ETAF
HK$'000/F & 7T HK$'000/F /& 7T

At beginning of the year NG

Reclassified from leasehold
buildings (note 16)

Reclassified from prepaid
lease payments

on land use rights (note 17)

Elimination of subsidiaries M B AR
Transfer from deposits for EREEAHE T
acquisition of leasehold land CTREREFZI®

use rights and buildings
Fair value gains
Exchange realignment

AR EWRE

SINE 38 B

At end of the year NGRS

The investment properties of the Group are situated in the
PRC and held under medium-term leases. They are held for
rental purposes or undetermined use under operating leases.
The investment properties of the Group were revalued as
at 31 December 2007 on the open market existing use
basis by Asset Appraisal Limited, an independent firm of
professional valuers.

All the Group's investment properties were pledged to secure
bank borrowings granted to the Group (note 34).

The Company

The Company has no investment properties as at 31
December 2007 (2006: Nil).
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725 -

1,031 -
(878) -

23,500 -
21,967 -
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49,034 -
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Notes to the Financial Statements (continued)

For the year ended 31 December 2007 HZE

19. GOODWILL

Mgk MaE (8)

—ETLFT-ASt-ALLFE

19. &

HK$'000/F % 7T

Cost %N
At 1 January 2006

R-ZETRF—HF—H

Arising on acquisitions of subsidiaries WM B ARFEE 375,556
Arising from increase of R E QR 2B ES

investment in a subsidiary 8,539
At 31 December 2006 RZEBEZRF+A=1+—H 384,095
Arising from increase of R B A a2 &L nmE 4+

investments in subsidiaries 333,658
Elimination of subsidiaries Ea RN/ (122,396)
At 31 December 2007 R-ZZ2+LtHE+=-A=+—H 595,357

The carrying amount of goodwill represents the goodwill
arising from acquisition/increase in investments in lottery
business.

In accordance with the Group's accounting policies, the
Group has assessed the recoverable amount of goodwill
arising from acquisition/increase in investments of lottery
business by reference to the cash-generating units’ value in
use and determined that such goodwill has not been
impaired. The recoverable amount for the cash-generating
units in relation to the lottery business was determined
based on value-in-use calculations, which use cash flow
projections based on financial budgets approved by the
management covering the operation period of the business
with a discount of 6%-8%. The discount rate used reflects
specific risks relating to the business and the growth rate is
in line with the forecasts adopted by the industry.

The goodwill is included in the lottery business segment
disclosed in note 6 to the financial statements.

BEZERAIERREE ENRENTR
EGHELEZEE-

BRASEZEFRER AEECD2RAS
EEBMZEREBETHERE ENKR
EREREFELHEBZ AR I
BEZRERERE- EXEXBEHIR
SELABMZ RO SR HikEREER
BrmMEBRE I ARANEREI ERE
EBEEMIUBEEREEZRERE
TR BRI K6 % E8% AT H - FEM 2 Bh
BRRBMEXHEAERFERARIERE.
TR BITRMERBZ A -

BEREEN BRI M KE 2R
Ba#A e
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&

For the year ended 31 December 2007

20.

Bk Mt et (48)

HE-—TTLFE+-A=+—ALER

INTANGIBLE ASSETS 0. BEEE
The Group rEH
Deferred
Computer development Operating Technical
software costs right know-how Total
BT
EREHY BB R A mEE BEMRAOR &t
HK$'000/F AT HKS'000/F 7T HKS'000/F AT HKS000/ T  HKS'000/F 3 7
Cost %N
At 1 January 2006 RZZEREF
—A—H - - - - -
Arising on acquisition of Wi B O B 2
subsidiaries FTE £ 7,886 9,377 - - 17,263
Exchange realignment NE FE B 91 37 - - 128
At 31 December 2006 RZEERF
+-R=+—H 7,977 9,414 - 17,391
Additions NE - 2,737 29,947 32,684
Injection by the joint venturer & &HHE A - - - 58,823 58,823
Exchange realignment HNEE T B 589 695 - - 1,284
Elimination of subsidiaries HEKTB AR (2,781) (6,423) - - (9,204)
At 31 December 2007 R-ZEEtH
+=ZA=+—-H 5,785 6,423 29,947 58,823 100,978
Accumulated amortisation ~ E3t#
At 1 January 2006 RZTETREF
—A—H - - - - -
Arising on acquisition of W B O 1B 2 )
subsidiaries FTEE & 2,906 2,169 - - 5,075
Exchange realignment N EE T B 51 9 - - 60
Charge for the year AEEF R 233 78 - - 311
At 31 December 2006 —ETREF
+ A=+- 3,190 2,256 - - 5,446
Exchange realignment M EE T B 319 323 - - 642
Charge for the year REE M 880 1,129 - - 2,009
Elimination of subsidiaries LB A A (903) (1,854) - - (2,757)
At 31 December 2007 R=BELH
+=ZB=+-H 3,486 1,854 - - 5,340
Net book value REFE
At 31 December 2007 R=-BELH
+=ZB=+-H 2,299 4,569 29,947 58,823 95,638
At 31 December 2006 RZTTREF
+-ZA=1+—8H 4,787 7,158 - - 11,945
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Notes to the Financial Statements (continued)

For the year ended 31 December 2007 HZE

20. INTANGIBLE ASSETS (continued)

Computer software of carrying value of approximately
HK$2,299,000 (2006: HK$4,787,000) is the intangible assets
acquired and possessed by the lottery business. The
intangible assets have definite useful lives and are amortised
over their estimated useful lives of 5 to 10 years.

Deferred development costs of carrying value of
approximately HK$4,569,000 (2006: HK$7,158,000)
represent expenditure incurred by the Group on
development of computer software and related technology
for the lottery business of the Group in order to meet with
the market development and the specific requirements of
the lottery business and its individual customers. The
directors consider that the related software and technology
are technically and commercially feasible and the Group
has sufficient resources and the intention to complete the
development activities.

Operating right of carrying value of approximately
HK$29,947,000 (2006: Nil) represents expenditure incurred
by the Group on obtaining an operating right in a lottery
centre. The directors opined that the operating right is with
infinite useful life.

Technical know-how of carrying value of approximately
HK$58,823,000 (2006: Nil) represents the technology,
technical information, know-how and experience in relation
to the lottery business. The directors opined that the
technical know-how is with infinite useful life.

In accordance with the Group's accounting policies, the
Group has assessed the recoverable amounts of the
operating right and the technical know-how based on value-
in-use calculations, which use cash flow projections based
on financial budgets approved by the management covering
the operation period of the business with a discount of
8%. The discount rate used reflects specific risks relating
to the business and the growth rate is in line with the
forecasts adopted by the industry.

20.

Mgk MaE (8)

—ETLFT-ASt-ALLFE

n\\}l:/ﬁé (r\/\)

BT BRFEE 492,299,000 T (=&
7N%F 14,787,000 7T) %%ﬁ?&%a“mﬂu&ﬁﬁ&
EENEREE 2B EEAEEBRER
R -WiEAZE+F bR EREE-

iR AE R 3 AR R BR E (494,569,000 7T (=
TENF:7,158,0008 ) EAEEAET
METHER YEEBLEENERNE
TFENR Y REBFEE KRG RARR
RABBMAY EFREBEBEFREHY
W}zm&ﬁ%LET TH M ASEE BT
TERK SERK B EB) -

R RERREE 429,947,000 L (—Z 2
NET) BAEEERYZERLEEREZ
BARY BERAKLEZFEFRFHE
FR o

217 5 P9 &0 3% BR 1 {8 49 58,823,000/ 7T
(Z2EERF D) ARBEBAVEER 2K
fir BB BEFIARERER -EERE
HEitEPFMBZ o FERFHER-

REASEZEFER AREERIERE
AAEFAEEEZ RO SR RRMERM
Mo AR BEEHRANERELEZ
MBIEEEREF 2 RERETE AETR
HE 8% o FrAREH R IR A B 5 00 5
TE LR - T 4 5= 2R A B 5 SRPA VR A TRORI —
o
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For the year ended 31 December 2007

21.

22.

108

DEPOSITS FOR ACQUISITION OF
LEASEHOLD LAND USE RIGHTS AND
BUILDINGS

In July 2006, the Group entered into purchase agreements
to acquire leasehold land use rights and buildings in the
PRC for an aggregate consideration of approximately
HK$23,500,000. As at 31 December 2006, the acquisition
had not yet completed and the amount of consideration
paid pursuant to the purchase agreements had been
included and shown under the heading of non-current
assets. The acquisition was completed during the year.
However, upon the completion of the acquisition, the Group
had not determined the use of the properties, and therefore
they are classified as investment properties in accordance
with note 4(v) and accounted for as described in note 2(i).

INTERESTS IN SUBSIDIARIES

21.

22.

HE-—TTLFE+-A=+—ALER

BAHELmEHRBEEFZ
7l &

REZZBZERNFLA RXEETLZHEER
0 AR B 4923,500,00058 T K AR B Uk B
HETHFERAREREF RZZESF+=
A=+—H8 WEEENRTK MBEE
EZENHNRESEETAREHNNIE
MEBEEB T - BERAFETHK AT
REXEER NEEVYREEMEL A
HoE BEREMFIVDOERBEED
WA E2() AT ABR ©

FEEMRBA  RAE

Unlisted shares, at cost

Impairment losses VERIEN SE i
Amounts due from subsidiaries JiE U B JB 2 Rl FR IR
Allowance for impairment of RERRERE

doubtful debts

&1 B 188 2 ) 0 0R

Amounts due to subsidiaries
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2007 2006
—BBLE —ERAE
HK$'000/F & T HK$'000/F 3 7T
286,338 286,338
(127,000) (127,000)
159,338 159,338
1,531,601 697,039
(66,000) (66,000)
1,465,601 631,039
- (626)

1,624,939 789,751




Notes to the Financial Statements (continued)

For the year ended 31 December 2007

22. INTERESTS IN SUBSIDIARIES (continued)

Amounts due from/(to) subsidiaries are unsecured, interest-
free and have no fixed term of repayment. In the opinion
of the directors, the amounts due will not be repayable
within 12 months of the balance sheet date and are
accordingly classified as non-current. The amounts due from
subsidiaries of approximately HK$666,123,000 (2006:
HK$287,332,000) were impaired. The amount of allowance
for impairment was HK$66,000,000 as at 31 December
2007 (2006: HK$66,000,000). It is assessed that a portion
of these receivables is expected to be recovered. The
individually impaired receivables are mainly related to
subsidiaries which are in financial difficulties and most of
the balances are of ages over several years.

All other balances of amounts due from subsidiaries are
neither past due nor impaired.

Details of the Company’s principal subsidiaries at 31

22. B A AR (&

PSR ()
BE-STtEt-A=t—HLFE

)
FEUL (FEH) BB AR FRIBAERKE R T
SR CBEEBERTERH-BEERAE Tz
THEBANEEART _A@ARNEERR
H-ARIES B AIERENIER - FEUH
JB D E#1666,123,0008 7T (Z T TN E:
287,332,000 T) v @B ABE-R_F
TE+FE+_A=Z+—B REEAE
66,000,000/ 7t (= FZ /X4 :66,000,000
FETT) o B TE AT A% FE UK 3R 08 2 BB 19 1 AT 3%
W isl o @& BIRE 2 FE W FRIE = B A G R BT I
REEzHBAR URAIGBEHHEET
FZRER-

mat

7

P 7 & A PR JB8 50 TR 2 E A A R I KB B %
BB

ARAR-_ZBZLF+ -_A=+—HzE

December 2007 are as follows: EMBARGFBLT:
Place of Principal Particulars of issued Effective
incorporation/ activities and share capital/ interest
Name registration place of operation registered capital held
FTEEBR BRITRAR
£ BR L5 i b B =301 AEMERFE FrEEBERER
REXCAPITAL Financial British Virgin Investment holding 197,400,856 Ordinary 100%
Group Limited Islands in Hong Kong shares of HK$1 each
RERTHS REBETREER 197,400,856 -
FREEIETZEBR
REXCAPITAL Financial Hong Kong Investment holding 25,000,000 Ordinary 100%
Investment Limited HE in Hong Kong shares of HK$1 each
HWESBBEEERAT MNEBETREZER 25,000,0008% -
SREEIETZ EBKR
REXCAPITAL Asset Management Hong Kong Investment holding, 5,000,000 Ordinary 100%
Limited HE provision of shares of HK$1 each
HEEEBEEAR AT advisory and 5,000,0000%
fund management BREBNETZ ERRKR
services in Hong Kong
REBETREZER
T 4 B R K
EeEHRRY
REXCAPITAL Finance Limited Hong Kong Money lending and 2,000,000 Ordinary 100%
HEREEARAA BE investment trading shares of HK$1 each
in Hong Kong 2,000,000A% *
REBETER BREEIETZ EBK
EREEE
REXCAPITAL Futures Limited Hong Kong Futures and 25,000,000 Ordinary 100%
HEBEFRAF B commodities dealing shares of HK$1 each

in Hong Kong
REBETHER

BmEE

25,000,0008% -
BREEIETZ EBR

HELRIZERERLF —ZZLFFR
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Notes to the Financial Statements (continued)

B 75 R R P 5T (48
For the year ended 31 December 2007

22. INTERESTS IN SUBSIDIARIES (continued)

HE-—TTLFE+-A=+—ALER

22. B AR ()

Place of Principal Particulars of issued Effective
incorporation/ activities and share capital/ interest
Name registration place of operation registered capital held
FEXBR BRITRE
H51B R i B BEMLE AEMERFE FGERER
REXCAPITAL Securities Limited Hong Kong Securities dealing and 150,000,000 Ordinary 100%
HWEFHFFRAF e margin financing shares of HK$1 each
in Hong Kong 150,000,000/% ' & & HE &
REBETESFER 1ETZ BB
RFRmE
HERLEETE (BB BERARA PRC Investment holding HK$186,299,840 90%
T in the PRC 186,299,8407% 7T
R B AT IR B IR
Shenzhen Sinodata Technology Co Ltd PRC Provision of RMB35,560,000 64.75%
AYNTBEBBRMER QA + lottery machines AR #35,560,0007T
and software system
in the PRC
A B 4 R R SR A
PE N CES
RN BEBIBRRERS PRC Provision of RMB2,000,000 64.75%
BB A A s maintenance service AR #2,000,0007T
for lottery machines
in the PRC
7R B R SR A
#1E RS
Shenzhen Kingsail Software PRC Production of RMB20,000,000 58%
Tech Co Ltd i lottery machines AR #20,000,0007T
RYIT 2 W R HRA in the PRC
RO B A B R
FINT R EZERBR QA PRC Investment holding RMB 1,000,000 100%
T in the PRC AR #1,000,0007T
R B AT IR B R R
REXLot Investment (Shenzhen) Co Ltd  PRC Investment holding RMB 10,000,000 100%
RINTHRFRZERERR DA B in the PRC AR #10,000,0007T
R B AT IR B R R
AINBEEZE SHER A A PRC Investment holding RMB990,700 100%
T in the PRC AR #990,7007T
R B AT IR B R IR
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22. INTERESTS IN SUBSIDIARIES (continued)

Notes to the Financial Statements (continued)

For the year ended 31 December 2007

8 7% 2R P A (

=)

N

HE-—TTLF+-A=+—BLFR

22. B AR ()

Place of Principal Particulars of issued Effective
incorporation/ activities and share capital/ interest
Name registration place of operation registered capital held
FEEBR BRITRE
H51B R i B BEMLE AEMERFE FGERER
ARINTIRSZEEFREMER AR PRC Investment holding RMB 1,000,000 100%
T in the PRC AR #1,000,0007T
R B AT IR B IR
BEES (RN BRDA PRC Investment holding RMB990,700 100%
ex in the PRC AR #990,7007T
B AR B AT IR B AR AR
AYTIELEXERER DA PRC Investment holding RMBS5,561,600 100%
& in the PRC AR #¥5,561,0007T

None of the subsidiaries had any loan capital outstanding
at the end of the year or at any time during the year.

The above table lists the subsidiaries of the Company which,
in the opinion of the directors, principally affected the results
for the year or formed a substantial portion of the net
assets of the Group. To give details of other subsidiaries

RPBEETREZER

would in the opinion of the directors result in particulars of

excessive length.

FRITFEERRTIE
BRAEEEEFETERND 2 ANAAMN
BRr-EERR REEMGHMB AR ZF
BEeEREBN TR

HWERLEZERBR QA

-

=

“ETLETR

EMBRARANEEFE A RFRERE
R EEFRREEZEEER
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Notes to the Financial Statements (continued)

B 75 R = P 5 (48 )
For the year ended 31 December 2007

23. INTERESTS IN JOINT VENTURES
The Group, through its wholly-owned subsidiary, has a 50%
interest in a joint venture, Happy Sun Technologies Ltd.
and its subsidiaries (collectively as “Happy Sun Group”) as
mentioned in note 44. The following amounts represent
the Company’s 50% share of the assets and liabilities as at
31 December 2007, and sales and results of the joint venture
from 14 November 2007 (the date Happy Sun Group
becoming the Group’s joint venture) to 31 December 2007.
They are included in the Group's balance sheet and income

statement as follows:

23.

HE-—TTLFE+-A=+—ALER

AEELENRER
Wt FE44FTI - AEBBERE 2 EWEB AR
FE A E 1% Happy Sun Technologies Ltd.
MEKE AR (45 [Happy Sun Group)])
50%HEme NI SEARRAR_TTLF
TZA=tT—REZEEREEEREE
UERZTEZELF+— A +HAB (Happy
Sun GroupfX BRAKE 2 a & ¥z BH)
E_TTLFFT A=t BZHERE
BHS0% R RERERAEEEEAR

REWaERAMT

2007 2006
—3etE e
HK$'000/F 5T  HK$'000/F 8T
Assets BE
Non-current assets ERBEE 78,156 -
Current assets mENEE 75,269 -
153,425 -
Liabilities 8%

Non-current liabilities ErFamE 275 -
Current liabilities mEaE 1,717 -
1,992 -
Net assets EERE 151,433 -

14.11.2007-
31.12.2007 2006

—EELHF

+t-AtmAz

—EELHF
+=A=+-A —EEAF
HK$000/F 5T HK$'000/F 8T
Income WA 6,446 -
Expenses X 3,963 -
Profit Before taxation Fr B¢ A 5 A 2,483 -
Taxation HIE 305 -
Profit after taxation B B 1% i 2,178 -

There are no contingent liabilities relating to the Company's
interest in the joint venture, and no contingent liabilities of

the venture itself.
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24,

Notes to the Financial Statements (continued)

For the year ended 31 December 2007

INTERESTS IN JOINT VENTURES
(continued)
At 31 December 2007, the Group's share of the joint

23.

B 75 R R MY R

BE-_ZTLF+_A=1+—HLFE

Re#g

(&)

rENER (B)

R-ZBZLFT_A=1+—HB AEEBRE

ventures’ future aggregate minimum lease payments under TR BHEEERODEEEERKREN

non-cancellable operating leases are payable as follows: EESLENT:
2007 2006
—gRLE —BTAF
HK$°000/F # 7T HK$'000/F 7% 7T

Land and buildings T REF

Within one year —&R 685 -
In the second to fifth year inclusive F _EZFAFE (BREREEME) 516 -
1,201 -

Details of the Group’s principal jointly controlled entities,

,>

R-ZFZLFT_A=1+—B AKEZE

which are unlisted and limited liability companies, as at 31 THEZEG TS (F%#L MEREREER
December 2007 are as follows: A BFBERAT
Place of Principal Particulars of
incorporation/ activities and registered Effective
Name registration place of operation capital interest held
8 R R i B TEEBREELY HEMmERFE FiisERER
Happy Sun Technologies Ltd British Virgin Investment holding 4 Ordinary shares 50%
Islands in the PRC of US$1 each
EEBRELES R B AT IR B IR AR BRRE(E
1ETZ B
MEMBEIFEERE ORI BRLQ A PRC Investment holding USD9,000,000 50%
T in the PRC 9,000,000% 7T
R B AT IR B IR
AYNEFRRBERERAR AT PRC Investment holding RMB34,006,000 50%
® in the PRC AR #34,006,0007T
B AR B AT IR B AR AR
Beijing Guard Libang PRC Provision of systems and RMB68,580,000 50%
Technology Co Ltd # games in the lottery AR #68,580,0007T

ERKEFAREER AT market in the PRC

REBEERTS
RERGRER

STATUTORY DEPOSITS

Statutory deposits are the deposits in various exchanges
and clearing houses relating to securities and futures dealing
businesses.

24,

EERE
EERERNERSHFREEFRENES
REMEEBEELEBHNRS

HWERLEZERBR QA

“ETLETR
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Notes to the Financial Statements (continued)

B A% R P A (48)

For the year ended 31 December 2007 HEZ-ZZZ+HF+-_A=+—HILHFE

25. DEFERRED TAXATION

The Group

(i) Deferred tax assets/(liabilities)

recognised

25. IEFEBIE

rEE
(i) }Egﬁ;’é ELEBEEE (8
Fair value

adjustments on
prepaid lease
payments on

Impairment Other  land use rights Fair value Other
losses on loans deductible and buildings gains on taxable
and other temporary on business investment temporary
Tax losses receivables differences combinations properties differences Total
ERAHER
THEREZ
BRAEONRR
ERREMEY HE TN BEAEZ RENEL HipERH
REEE RERERR HRER ARERE ARERE ERER R
HK$'000/F &L HK$'000/FHL  HKS'000/THET  HK$'000/FHET  HKS000/FHETL  HKS'000/FHETL  HKS'000/THATT
At 1 January 2006 R=ZTAE
—-A—-A 3,689 3,920 - - - - 7,609
Additions through #3185
acquisition of WBARRE
subsidiaries - - - (558) - (2,435) (2,993)
Charged to EFthaR
the consolidated 73 $
income statement (2,144) (1,750) - - - (3,381) (7,275)
At 31 December RZ-ZEZARE
2006 TZA=+-AH 1,545 2,170 - (558) - (5.816) (2,659)
Exchange MEHE
realignment - - - (73) - (764) (837)
(Charged)/ ERAREERA
credited to (Z#) /5t A
the consolidated
income statement (1,545) (543) 1,109 - (3,226) (6,971) (11,176)
Elimination of HEWBAR
subsidiaries - - (625) - - - (625)
At31December R-ZE+tf
2007 +-A=t+-H - 1,627 484 (631) (3,226) (13,551) (15,297)
For the purpose of balance sheet presentation, certain HEEABEXRZVME ++¥LL$RI§§F
deferred tax assets/(liabilities) have been offset in (BB BREEB S ELFE 125K
accordance with the conditions set out in HKAS 12. H 2IREEEERER CEERIBLAR
The following is the analysis of deferred tax balances DT :
shown in the consolidated balance sheet:
2007 2006
ZEELF T RF
HK$'000/F & T HK$'000/F 3% 7T
Deferred tax liabilities BEFIBEAE (17,408) (6,374)
Deferred tax assets BIEFIBE E 2,111 3,715
(15,297) (2,659)
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Notes to the Financial Statements (continued)

Mgk MaE (8)

For the year ended 31 December 2007 #HE-TTLF+_A=+—HILFE

DEFERRED TAXATION (continued)

(ii) Deferred tax assets/(liabilities) have not
been recognised in respect of the
following items:

25. IEFEBIE (&)
(i) EEREEE  (BE) LR
BT IR B ETHERR:

2007 2006
—getLE —TTAF
HK$'000/F & 7T HK$'000/F & 7T

Taxable temporary differences JERRFHE =&

— accelerated tax depreciation —NEWMIEFE
— others —H
Deductible temporary differences 7] 15 & = &
— decelerated tax depreciation —BERIBERTE
— others — EAth
Tax losses I E 8
Notes:

(i) The deductible temporary differences do not expire under
the current tax legislation.

(i) Tax losses of approximately HK$4,008,000 (2006:
HK$14,984,000) arising from the Group's lottery business
in the PRC would expire in the fifth year commencing
from the year the loss incurred whereas tax losses of
approximately HK$95,791,000 (2006: HK$80,439,000)
arising from the Group’s other business segments in Hong
Kong do not expire under the current tax legislation.

The Company

The Company has no temporary differences as at 31
December 2007 (2006: Nil).

- (1,996)
(244) -
3,394 2,896
51,590 63,635
99,799 95,423
154,539 159,958

i

(h  REROGHE THREREEL TS EIH-

iy AEERPEYEEBAMELZHEBRL
4,008,000 7T (=T Z /N4 : 14,984,000/
) EEELABEFERTERFER MIE
BRI AEEREAZHEMER DI
FrEE 2 FiIEE1895,791,0008 L (ZEF
7N 180,439,000 7T) I & & ©

ENN

RKRABR_ZETLF+_RA=+—HLE
ERZE(ZETAF &) -

HELRIZERERLF —ZZLFFR
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Notes to the Financial Statements (continued)

B 75 R = P 5 (48 )
For the year ended 31 December 2007

26. TRADE AND OTHER RECEIVABLES

HE-—TTLFE+-A=+—ALER

26. EWEZRARR At EKRFRIE

The Group The Company
N
2007 2006 2007 2006
—EEtF —EERF —ZBELHF ZETREF
HK$'000/F 3 5t HK$'000/FB7T  HK$'000/FHBT  HKS$'000/F %t
Non-current IE R B
Investment deposits KEF® 168,620 - - -
Current B
Trade receivables: W E ZERNK:
Margin client ERAFREP
receivables, net BT 9,342 3,611 - -
Other client EREME P
receivables, net BT 1,510 9,926 - -
Broker receivables FE IR 48 40 BR IR 17,378 5,431 - -
Amounts due from EWEE
clearing houses Fir 8k 18 - 1,358 - -
Loan receivables, net  EWE F FEE 283,219 214,713 - -
Loan interest FEUWRE 5K
receivables, net MEFHE 12,211 6,709 - -
Other trade debtors H th U
B SR 168,583 81,353 - -
Other receivables, H fth U FRIA
deposits and ek
prepayments TET FRIE 332,311 106,683 1,313 115
824,554 429,784 1,313 115
993,174 429,784 1,313 115

The investment deposits represent the amount paid on
increase in interests of subsidiaries as mentioned in note
37 to the financial statements and are classified as non-
current assets.

Margin client receivables are repayable on demand, bear
interest at prevailing market rates and are secured by clients’
securities listed on the SEHK with a market value of
approximately HK$66,274,000 as at 31 December 2007
(2006: HK$136,737,000). No ageing analysis is disclosed
for margin client receivables as, in the opinion of the
directors, the ageing analysis does not give additional value
in view of the nature of business of securities margin
financing and broking.

The settlement terms of other client receivables, broker
receivables and amounts due from clearing houses are one
to two days after the trade date or repayable on demand.
The age of these balances is within 30 days.

REXCAPITAL Financial Holdings Limited Annual Report 2007
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Notes to the Financial Statements (continued)

Mgk MaE (8)

For the year ended 31 December 2007 #HE-TTLF+_A=+—HILFE

26. TRADE AND OTHER RECEIVABLES 26. B B 5 BRI H B WK
(continued) (&)
The directors consider that the carrying amounts of trade EFERREVESERZEEEREAR
receivables approximate to their fair values. The Group BERE AEE—RETEMERZIRS
generally grants credit periods of up to 60 days to its other 60K EEH-.

trade debtors.

The ageing analysis of loan receivables, loan interest ERER EREFFEREAAMEKE SR
receivables and other trade debtors is as follows: RE R DT T
2007 2006
—BELHE —TTAF
HK$'000/F 8T HK$'000/F % T
Three months or less =EAZT 378,905 245,837
One year or less but —FHUATE=ZFEANE
over three months 85,108 56,938
464,013 302,775
As at 31 December 2007, trade receivables of approximately RZZEZLF+ZA=+—H BKRESK
HK$84,368,000 (2006: HK$101,137,000) were impaired. K %) 84,368,000 L (Z 2T X F:
The amount of the allowance for impairment was 101,137,000 70) - R Z_TZE+F+ = A
HK$84,329,000 as at 31 December 2007 (2006: =+—HB BER I /584,329,000/8 T
HK$101,137,000). The ageing of these impaired receivables (ZZEZEXF:101,137,000%8 7T) ° It S5 E
is as follows: WHRIBRERER AT
2007 2006
—BetHE —TTAF
HK$'000/F 8T HK$'000/F % T
One year or less but over BE—F AT EER=EA
three months past due 1,033 4,133
Over one year past due BEARR R — 83,335 97,004

84,368 101,137

HESBZERERLF —ZZLFFHR 117
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Notes to the Financial Statements (continued)

B 7% ¥R I AE (48

For the year ended 31 December 2007 HE

26. TRADE AND OTHER RECEIVABLES

(continued)

As of 31 December 2007, trade receivables of approximately
HK$32,437,000 (2006: HK$15,666,000) were past due but
not impaired. These related to a number of independent
customers for whom there is no recent history of default.
All trade receivables that were past due in 2006 have been
settled during 2007. The ageing of these receivables is as

26.

SEELFTAST-HILFE

m]HH

(%)

B/\

FE Uk B 5 BR A B H BB W =R IR

ZFELF+-_A=+—HB EBKE

5 B M #A432,437,0008 ¢ (Z T T X
£ :15,666,000/ L) B B EIE I RIFE -
ZEDEBNZ M EIRERLENTS
i%}f' RZZEENFEABENMERKE

KBRS FHRKE -ZERE

follows: Hﬂlm IEEEZZDT-
2007 2006
—BELHE —TTAF
HK$'000/F 8T HK$'000/F % T
Three months or less past due A= AHAT 8,193 3,442
One year or less but over A —F R A TEBR= A
three months past due 24,244 12,224
32,437 15,666
Trade receivables include the following amount denominated EWE ZERBET L/(ZFE B 1) g B
in the currency other than the Group’s functional currency, (FBTT) AINEEESIE 2 5
HK dollars:
The Group
AEE
2007 2006
—®eLHE —EEAF
'000/F 7 "000/F T
Renminbi AR 149,988 81,679
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Notes to the Financial Statements (continued)

Mgk MaE (8)

For the year ended 31 December 2007 #HE-TTLF+_A=+—HILFE

TRADE AND OTHER RECEIVABLES 26. FEW B 5 MR K H fth B KK IE
(continued) (#&)
Movements on the allowance for impairment of doubtful RZEBRBEREELH AT

debts are as follows:

2007 2006
—getLE —TTAF
HK$'000/F & 7T HK$'000/F & 7T

At 1 January mn—H—H 101,137 107,975
Exchange realignment HMNEE T B 773 -
Impairment loss recognised BRI E E B 620 14,118
Uncollectible amount written off I~ [B] T 5K I8 il 39 (741) (4,656)
Impairment loss written back BB B 1R (17,460) (16,300)
At 31 December R+ZA=+—H 84,329 101,137
Amounts charged to the allowance account are generally AEABBRE 2B RN IBH AR Y@
written off when there is no expectation of recovering BEHNIR & We il g o

additional cash.

The maximum exposure to credit risk at the balance sheet REEE B &afs BRRE A D& EYRIE
date is the fair value of each class of receivables mentioned HAlzARrEe
above.
INVENTORIES 27. 78
2007 2006
—getE —ETAE
HK$'000/F BT HK$'000/F % 7T
Raw materials = AR 46,317 33,233
Work-in-progress E8m 1,326 10,433
Finished goods E K 3,972 9,903
51,615 53,569
The analysis of the amount of inventories recognised as XEERRAEAICGESELOA
expenses during the year amounted to approximately 122,557,000% 7T (ZZEZ 7<% :62,019,000
HK$122,557,000 (2006: HK$62,019,000). ABIT) e
Included in the above are raw materials stated at net A ER#M B 8152 %4 /406,000 TR
realisable value amounting to approximately HK$406,000. Al IR F AR

HELRIZERERLF —ZZLFFR
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Notes to the Financial Statements (continued)

Mg smRM T (&)

For the year ended 31 December 2007

28. FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

HE-—TTLFE+-A=+—ALER

28.

5B
BE

|

SRAREFEZESH

The Group
rEH
2007 2006
ZEELF —ETRF

HK$'000/F & T

HK$'000/F 3 7T

Listed securities held for trading:
Market value of equity securities

listed in Hong Kong

The fair value of all equity securities is based on their current
bid prices in an active market.

Financial assets at fair value through profit or loss are
presented within the section of operating activities as part
of changes in working capital in the cash flow statement.

Changes in fair value of financial assets at fair value through
profit or loss are recorded in other gains in the income

statement (note 5).

29. CASH AND BANK BALANCES

RAEMEEZ LTES
ERELMERRRESFZME

AT AN B 75 HY
HETISNBAETE

30,072

20,288

AV

e

B2F) IMEARSRERT L EA
SEBZ—H5-

EBENREREFBAIR

BRBRRAAEFEZEREENKESE
B —

Pledged bank deposit
Cash at banks

— general accounts

- segregated accounts
Cash in hand

BBEREAAEFEZEMEEAAE
ge)e N RERPsAEME (M

5) e

29. BERBITHER
The Group The Company
REE RAH
2007 2006 2007 2006
—ETLF TR —EBBtHE —EEAF
HKS$’000/F & T HK$'000/F & T HK$°000/F & T HK$ 000/ & T
BEPIBITHER - 123,287 - -
RITIRE

——RERF 656,290 22,555 487,543 820
—BYERF 31,539 17,633 - -
FHRE 1,513 1,392 - -
689,342 164,867 487,543 820
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Notes to the Financial Statements (continued)

Mgk MaE (8)

For the year ended 31 December 2007 #HE-TTLF+_A=+—HILFE

29. CASH AND BANK BALANCES (continued)

As at 31 December 2006, the bank deposit of
HK$123,287,000 together with all interest accrued thereon
had been pledged to a bank by way of fixed charge to
secure the banking facilities granted to the Group. The
bank deposit carried interest at prevailing market rate per
annum and has maturity of 10 months. The banking facilities
were withdrawn during the year.

Cash and bank balances include the following amounts
denominated in the currencies other than the Group’s
functional currency, HK dollars:

29. BERBITER (B)

RZZEZRE+_A=+—8 RIEX
123,287,000 L& R —1EEH B 25t
AEBATERITEE  RETHLE KR
F—RBIT-RITEFIRERTHFH KT
B HBRAIEA-RITEEREAFEER
@o

RBekReFEYT BRETINEEINE
Bt (BTT) UINEBFIME R FREE -

The Group
AEE

2007 2006
—EBEtLE —EEXRE
'000/F T '000/F 7T
Malaysian Ringgits 5 122 -
US dollars ETT 7,513 2
Renminbi AR 73,725 14,065

Cash and cash equivalents include the following for the
purposes of the cash flow statement:

RelReSEYVERETISRERSR
ERMAE:

Cash in hand FHERS
Cash at banks RITHE S
— general accounts ——REP

Bank overdrafts (note 34) R17H > (BF3E34)

The Group
AEH

2007 2006
—FELF —EEAE
HK$ 000/ F % 7T HK$'000/F 3 7T
1,513 1,392
656,290 22,555
(139) (497)
657,664 23,450

HELRIZERERLF —ZZLFFR
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Notes to the Financial Statements (continued)

B 7% ¥R % I &

(&)

For the year ended 31 December 2007 HEZ-ZZZ+HF+-_A=+—HILHFE
30. SHARE CAPITAL 30. A
Number of shares Amount
BRGOEAE -]
Notes/Mt & ‘000/F B HK$'000/F i 7T
Ordinary shares EREE0.01E T
of HK$0.01 each Z2EBR
Authorised: JETE
At 1 January 2006, RZZETXREF
31 December 2006 and —RA—8"
31 December 2007 —ETRF
+=-HA=+—8H
E—FEL£HF
+-—A=+—H
20,000,000 200,000
Issued and fully paid: ERTRABZE:
At 1 January 2006 RZZEERF
- )E] —H 3,000,000 30,000
Issue of subscription shares BITRERMD 1,200,000 12,000
Exercise of share options 1718 1 A 247,000 2,470
Issue of consideration shares (TR B AR5 740,000 7,400
Issue of top up shares BFITIRER G 730,000 7,300
At 31 December 2006 RZEERF
+—-A=+—¢H 5,917,000 59,170
Exercise of share options 1718 B8 IR (a),(b),(c),(d),(e),(g).(h) 273,000 2,730
Issue of consideration shares (TR B D (f) 300,000 3,000
Issue of subscription shares BITRERMD (i) 648,000 6,480
At 31 December 2007 R-ZBEELHF
+=ZA=+-—H 7,138,000 71,380
Notes: PR

(b)

In January 2007, 6,000,000 share options were exercised at an
exercise price of HK$0.295 each, resulting in an issue of
6,000,000 shares, for a total consideration (before expenses) of
HK$1,770,000.

In March 2007, 30,000,000 share options were exercised at an
exercise price of HK$0.102 each, resulting in an issue of
30,000,000 shares, for a total consideration (before expenses)
of HK$3,060,000. In addition, 36,000,000 share options were
exercised at an exercise price of HK$0.295 each, resulting in an
issue of 36,000,000 shares for a total consideration (before
expenses) of HK$10,620,000.
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(b)

R-ZTZE 4 — F6,000,00010 R EIRES
A& A7 0.2958 T 2 1T EE AT - BEEEAT
6,000,000/% A% 15 - K E (OB L AT B
1,770,000 Jt °

R -ZTZ+ 4= F30,000,00017 &% %
BRRH0.102B T 2T EERITE B
7730,000,0000% B& 15 - 42 LB (0B H A1)
#3,060,000%% 7T ° I} 4N - 36,000,00017 i A%
IR BRKH0.295B T 2 TEEBWITE &
2% 1736,000,000% i 17 - 2 R E (FNBR
A1) 410,620,000 7T °



Notes to the Financial Statements (continued)

For the year ended 31 December 2007

30. SHARE CAPITAL (continued)

(@

(d)

(e)

(h)

In June 2007, 6,000,000 share options were exercised at an
exercise price of HK$0.295 each, resulting in an issue of
6,000,000 shares for a total consideration (before expenses) of
HK$1,770,000.

In July 2007, 28,000,000 share options were exercised at an
exercise price of HK$0.138 each, resulting in an issue of
28,000,000 shares for a total consideration (before expenses) of
HK$3,864,000. In addition, 41,000,000 share options were
exercised at an exercise price of HK$0.295 each, resulting in an
issue of 41,000,000 shares for a total consideration (before
expenses) of HK$12,095,000. In addition, 4,000,000 share
options were exercised at an exercise price of HK$0.79 each,
resulting in an issue of 4,000,000 shares for a total consideration
(before expenses) of HK$3,160,000.

In August 2007, 26,000,000 share options were exercised at an
exercise price of HK$0.295 each, resulting in an issue of
26,000,000 shares for a total consideration (before expenses) of
HK$7,670,000. In addition, 20,500,000 share options were
exercised at an exercise price of HK$1.13 each, resulting in an
issue of 20,500,000 shares for a total consideration (before
expenses) of HK$23,165,000.

On 17 August 2007, 300,000,000 consideration shares of
HK$0.01 each were issued at a price of HK$0.7 each to
independent third parties. The value of shares issued were to
settle part of the considerations of two further acquisitions of
existing subsidiaries.

In September 2007, 24,000,000 share options were exercised at
an exercise price of HK$1.13 each, resulting in an issue of
24,000,000 shares for a total consideration (before expenses) of
HK$27,120,000.

In October 2007, 51,500,000 share options were exercised at
an exercise price of HK$1.13 each, resulting in an issue of
51,500,000 shares for a total consideration (before expenses) of
HK$58,195,000.

On 20 November 2007, 648,000,000 shares of HK$0.01 each
were issued by way of subscription at a subscription price of
HK$1.52 each pursuant to a subscription agreement dated 7
November 2007. The gross proceeds of HK$984,960,000 were
raised for the purposes of pursuing any opportunities that could
be identified by the Company in the lottery market and for
general working capital of the Group.

Mgk MaE (8)

HE-—TTLF+-A=+—BLFR

30. RA& (&

(c)

(d)

®)

(h)

R-_ZTZTHF7XA 6,000,000 B #EIZE
BEA% 19 0.295/ L 2 1T E BT  E BT
6,000,000 A% 15 - B KB (MM AT
41,770,000/ 7t °

R—_ZTZ+ %+ A 28,000,00017 i A% ## %
B 0.138 T 2 1T {E BT - B3
7728,000,0008% B 17 - 48R B (K HA0)
73,864,000 7T ° Itk 5M - 41,000,00017 i A%
R ERRD0.295B L2 T EWITHE &
2% 1741,000,00008 8% 1 - B R E (F0BR
A) %12,095,000/% 7T ° It 5+ 4,000,00017 BE
BER TR 0.798 T 2 TEBWITHE
EE 3 174,000,000/ f% 15 AR E (F0BR L
H A1) 53,160,000 JT °

R-ZTZ+ 4\ A°26,000,00017 & % #E %
FRRRH0.295F T 2 TR ERITH  EBE
7726,000,0008% B 17 - 48R B (K A1)
/7,670,000 7T ° I}k 4N - 20,500,00017 i A
BIEERBRG1A3B T ZITEEWRTE &
2 %1720,500,000% i1 - 2 R & (FNBR X
HI) 423,165,000 7T °

RZEZLFNA+ERA MBILE=Z %
17300,000,000K AR EE0.01E T 2 KB
Rin BRIEEO7ETL - BETRHEER
BEXMIBEEH B AR MIBEEINEZ D
RE-

W Z—ZEA4F LA 24,000,00017 B %
BRBEMOIAE L ZTEEHRTE S8
7724,000,000 A% 15 - 2R (& (kR AT
727,120,000 JT °

R_ZTZ+ %+ A°51,500,00017 & A% ## #%
BRBEMHIAB L ZTEERTE S8 H
7751,500,000% % 15 - 2 (& (kR AT
458,195,000/ 7T °

R-BE+F+—A-1+H BEEHA-
SELF+—ALAZRERZEBRES
NIA TR REE1.528 T RTEREE0.01
75 7T 2 648,000,000/% f& 1D - EHE R B A
984,960,000/ ST AN E AR R B R K E
MEzAMRE TEAAEE—REES

G o

HELRIZERERLF —ZZLFFR

123



124

Notes to the Financial Statements (continued)

B 75 R = P 5 (48 )
For the year ended 31 December 2007

31. SHARE OPTION SCHEME

The Group’s share option scheme was adopted by the Group
on 22 November 2002 (the “Scheme”) for the purpose of
enabling the Group to grant share options to executives
and employees of the Group and other persons who have
made contributions to the Group as incentives and/or
rewards for their contributions to the Group or its
subsidiaries.

According to the Scheme, the Board may grant share options
to the eligible participants as defined in the Scheme to
subscribe for such number of shares as the Board may
determine. Share options granted should be accepted within
30 days from the date of offer. Upon acceptance of the
share options, the grantee shall pay HK$1.00 to the Group
by way of consideration for the grant.

The exercise price of share options shall be determined by
the Board, save that such price will not be less than the
highest of (a) the closing price of the shares as stated in
the Stock Exchange’s daily quotations sheet on the date of
grant, which must be a business day; (b) the average of the
closing prices of the shares as stated in the Stock Exchange’s
daily quotations sheet for the five business days immediately
preceding the date of grant, and (c) the nominal value of a
share.
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HE-—TTLFE+-A=+—ALER

31. BRRERE

ARNERZEE_F+—A -+ _HEH
B E ([ZETE))  UREgsEAEE
EHERMZAEETHRAEBEREEURE
tATREERE ARS N SHBHEE
HAREBSETMMBRRMIEL 2B/

REZTE EFEGANZKTEMERZA
ERZEATREBREAREES=ZSH
BEZBMHEE -FEROBEREENENA
HIRB AT 30 REM - AR AARATIRER
RMAEEZM1.008T 2B

BREZTEEHESTSEE ETFER
@BOREHAHR (BEARSEER) EBX
PrERmEBERLABZETE: (b)H
EERLAMAEEXEERRHAER
HEXREMRZFHWRE  S(QBRDEE
(AEBmEHERE) -



31.

Notes to the Financial Statements (continued)

For the year ended 31 December 2007

SHARE OPTION SCHEME (continued)

The maximum number of shares which may be issued upon
exercise of all share options to be granted under the Scheme
and any other share option scheme(s) of the Group must
not exceed 10% of the issued share capital of the Group
on the date of approval and adoption of the Scheme
provided that the Group may at any time seek approval
from its shareholders to refresh the limit to 10% of the
shares in issue as at the date of approval by the shareholders
in general meeting where such limit is refreshed. Share
options previously granted under any share option scheme(s)
of the Group (including those outstanding, cancelled, lapsed
in accordance with such schemes or exercised share options)
will not be counted for the purpose of calculating the limit
as refreshed.

The total number of shares issued and which may fall to be
issued upon exercise of the share options granted under
the Scheme and any other share option scheme(s) of the
Group (including exercised, cancelled and outstanding share
options) to each eligible participant in any 12-month period
up to and including the date of grant shall not exceed 1%
of the shares in issue as at the date of grant. Share options
granted to substantial shareholders or independent non-
executive directors in excess of 0.1% of the Group’s issued
share capital on the date of grant or with a value in excess
of HK$5 million must be approved in advance by the Group’s
shareholders.

The period during which share options may be exercised
will be determined by the Board at its absolute discretion,
save that no share options can be exercised more than 10
years after they have been granted. There is no general
requirement that share options must be held for any
minimum period before they can be exercised. The Scheme
will expire on 22 November 2012.

Mgk MaE (8)

HE-—TTLF+-A=+—BLFR

31. RS & ()

TR IE L AT B K AN 55 B (T {a) B 4b BE AR 4
FrEIM R 2 AT A AR BT 2 R
HE LR TEBAERENZTEER
REBZBEBETRAI0% @ ERNEEAR
BRREAES KRR AT AEZ
BHEEEETRMDI0%ZE G Rt E
BRI ZHEHE BREAREAERZTMAE
T BIFT 2 BB E (RERIEZE
SFEMATE B BREKETE
ZHERE) BTHET AR

REERPERER S Z AT 12(8 A
MEERLER) BITEMEBEERA
TIREZ A 8 R A E A b B A
ElrgER N 2 ERE (RERITE BEH
T ARITEBRE) ME TR F#T
Z2HEBRGHBE TERERHE BB %
R HBEZ1% - HREBERREKIBIEH
NTEERL2EBREZAERMEREL
EHAEEERTRA0I%SEEBESR
5,000,000/ 70 B 4 B AR S B IR R = 5L
HE A o

EESU2EMBERTEIRE TR
R EREABRET TR T TEZ
B AE - SR TTE IR E R MBS B B
2 552 BABR A B AT (0] — AR AR T o kAt Bl R
—E——F+—RA=Z+=HEm-

HELRIZERERLF —ZZLFFR
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Notes to the Financial Statements (continued)

Mg smRM T (&)

For the year ended 31 December 2007

31. SHARE OPTION SCHEME (continued)

The following table discloses movements in the Share Option

Scheme:

During the year ended 31 December 2006:

HE-—TTLFE+-A=+—ALER

31. RS & ()

TEREBEBRETS Z2E:

BE_ZERFT_A=T—HLFE:

Number of share options

BREHE
Date of Exercise Outstanding Granted Exercised Lapsed Outstanding
offer to price per Exercisable at during during during at
Grantees grant options share period 01.01.2006 the year the year the year 31.12.2006
RZZEXRF R-BERE
BRE -R-8 +=RA=+-H
ARA R AH BROKEE  TEH 1 RATE FRRHE FRTHE EREAX o KT
HK$/7% 7T
Employees 11.12.2003 0.138 03.01.2004- 30,000,000 - (30,000,000 - -
E& 02.01.2014
26.09.2005 0.102 26.10.2005- 30,000,000 - - - 30,000,000
25.10.2015
06.07.2006 0.295 13.07.2006- - 78,000,000 (5,000,000) - 73,000,000
12.07.2009
Other eligible 11.12.2003 0.138 03.01.2004- 60,000,000 - (32,000,000) - 28,000,000
participants 02.01.2014
EAER2EE
26.09.2005 0.102 26.10.2005- 180,000,000 - (180,000,000) - -
25.10.2015
06.07.2006 0.295 13.07.2006- - 78,000,000 - - 78,000,000
12.07.2009
300,000,000 156,000,000 (247,000,000) - 209,000,000
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Notes to the Financial Statements (continued)
M IERERKTEE (B8)

HE-—TTLF+-A=+—BLFR

31. SHARE OPTION SCHEME (continued)

For the year ended 31 December 2007

31. RS & ()

During the year ended 31 December 2007:  ZE_EELF T A=T—RHLFE:
Number of share options
BREYA
Date of Exercise Outstanding Granted Exercised Lapsed Outstanding
offer to price per Exercisable at during during during at
Grantees grant options share period 01.01.2007 the year the year the year 31.12.2007
R-BZLF R-ZBERLE
ERE -A-H +=ZA=+-H
ARA R AH BROEE TS R FRARE FRITE FREX i R AT
HK$/% 7T (Note 1)/(Bif5E1)  (Note 2)/ (FizE2)
Employees 26.09.2005 0.102 26.10.2005- 30,000,000 - (30,000,000 - -
] 25.10.2015
06.07.2006 0.295 13.07.2006- 73,000,000 - (37,000,000 - 36,000,000
12.07.2009
20.06.2007 0.790 09.07.2007- - 60,000,000 (4,000,000) - 56,000,000
08.07.2010
25.07.2007 1.130 08.08.2007- - 53,000,000 (48,000,000 - 5,000,000
07.08.2010
Other eligible 11.12.2003 0.138 03.01.2004- 28,000,000 - (28,000,000 - -
participants 02.01.2014
S ERERE
06.07.2006 0.295 13.07.2006- 78,000,000 - (78,000,000 - -
12.07.2009
25.07.2007 1.130 08.08.2007- - 58,000,000 (48,000,000) - 10,000,000
07.08.2010
209,000,000 171,000,000 (273,000,000) - 107,000,000
Notes: M 5
(1) The closing price of the share immediately before the date of (1) EBEEREEHHE-_Z=Z+LFA-_tHE=-Z

grant on 20 June 2007 and 25 July 2007 was HK$0.77 and
HK$1.07 respectively.

ZLFELAZTRBAAMZBRHKRTES IR

0.778 T R1.07#& T >

HWERLEZERBR QA

“ETLETR
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For the year ended 31 December 2007 #HE-TZTLFT+_A=+—HILEFE

31. SHARE OPTION SCHEME (continued) 31. BRESE (8)
(2)  Details of the share options exercised during the year are as (2) FROTEEREFBNOT:
follows:
Closing price
immediately
Exercise price Number of before
per share Exercise date share exercised exercise date
BRETEBHSA
BRITHEE TEAH REBTEHE ZWHE
HK$/78 7T HK$/7% 7T
0.102 15.03.2007 7,000,000 0.710
21.03.2007 23,000,000 0.770
30,000,000
0.138 06.07.2007 3,500,000 0.920
13.07.2007 24,500,000 1.090
28,000,000
0.295 05.01.2007 6,000,000 0.465
28.03.2007 36,000,000 0.760
27.06.2007 6,000,000 0.840
03.07.2007 3,000,000 0.850
16.07.2007 11,000,000 1.100
25.07.2007 10,000,000 1.070
27.07.2007 17,000,000 1.260
13.08.2007 26,000,000 1.090
115,000,000
0.790 12.07.2007 4,000,000 1.020
1.130 16.08.2007 7,500,000 1.090
30.08.2007 13,000,000 0.990
28.09.2007 24,000,000 1.250
03.10.2007 3,000,000 1.230
09.10.2007 34,500,000 1.450
17.10.2007 4,000,000 1.370
22.10.2007 3,000,000 1.410
25.10.2007 7,000,000 1.580
96,000,000
Total
st 273,000,000
(3)  No option was cancelled during the year. (3)  FARIW T H T IERE
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Notes to the Financial Statements (continued)

For the year ended 31 December 2007

31. SHARE OPTION SCHEME (continued)

During the year, 171,000,000 (2006: 156,000,000) share
options were granted under the share option scheme to
grantees for an aggregate consideration of HK$7 (2006:
HK$6).

The exercise in full of the outstanding 107,000,000 share
options at 31 December 2007 would, under the present
capital structure of the Company, result in the issue of
107,000,000 additional shares for a total cash consideration,
before expenses, of approximately HK$71,810,000.

During the year ended 31 December 2007, 60,000,000 and
111,000,000 options were granted on 9 July 2007 and 8
August 2007 respectively and are fully vested at the same
date. The estimated fair values of the options granted on
these dates are HK$13,748,000 and HK$11,119,000
respectively.

The fair value is calculated using the Black-Scholes pricing
model. The weighted average inputs into the model were
as follows:

31.

PSR ()
BE-STtEt-A=t—HLFE

B ERTE (8)
FRE£AEF171,000,00010 (ZEZNF:
156,000,00017 ) B8 AR A AR ¥ BE AR A 51 &1 1)
EREABRN BRERTEL (ZETRE:
6/87T) °

BRIBARB 2 REERER BHIERS
EE+FE+ _AZFT—HERTFEZ
107,000,00017 & X # 1§ & B % 17
107,000,000 7N 17 - 4835 & B A N BR
B X A4 471,810,000/8 7T

HE_ZTT+E+_A=+—RHILtEE"
60,000,00015 ¥ 111,000,00017 B A4 5 B
RZEZELtFLtANBRER-ZZEZELFENA
NEEE THRRABESEBE - RZEAH
BHzBEREZAOAEGT D A A
13,748,000/ 7t & 11,119,000 Jr

RREDHERM AR — SFERAEBER
FHECRE 2 NEF BB T

Share options granted on

RbERE

Date of offer to
grant option

Date of offer to
grant option

Date of offer to
grant option

Date of offer to
grant option

25.07.2007 20.06.2007 20.06.2007 06.07.2006

5 IR 5 IR R R

A A A B4 A 8

R-ZBB+%E R-ZBB+E R-ZBL%E RZBBXRE

tA=+%H AA=+A XA=+8 tAXA

Share price (HK$) RE ExT) 1.130 0.790 0.790 0.295

Exercise price (HK$) TEE (BT) 1.130 0.790 0.790 0.295

Expected volatility T8 B R 1R 63.60% 64.82% 64.82% 77.22%
Expected option life T8 HA A AR M AR

(in years) (% FF) 0.3 0.5 0.1 0.3

Risk-free rate = 2 B M) =& 3.83 3.89 3.74 4.12

Expected dividends T8 HA Bk B 0% 0% 0% 0%

WHELBMEBERAT —TTLEER



Notes to the Financial Statements (continued)

&

For the year ended 31 December 2007

31.

BamR M (8)

SHARE OPTION SCHEME (continued)

The expected volatility was determined by using the
historical volatility of the Company’s share price over the
previous two years. The expected life used in the model
has been adjusted, based on the management'’s estimate,
for the effects of non transferability, exercise restrictions
and behavioral considerations.

The Group recognised the total expenses of HK$24,867,000
for the year ended 31 December 2007 (2006:
HK$7,277,000) in relation to share options granted by the
Company, of which approximately HK$23,908,000 (2006:
HK$3,639,000) are recorded in staff costs.

HE-—TTLFE+-A=+—ALER

31. RS & ()

BEHREDERAARRERBEMEZ
KIBETE R AZEMERIREE
BEZABFRAATERE TERHRTR
EEZREMBE-

REE-_ZET+F+_A=+—HILFE"
AEBERARRBEZBRERRE X
24,867,000 T (ZZFZ /X% :7,277,0007%
7T) - E 1 4923,908,00056 7T (ZEE N
3,639,000/ 70) JhaLsk BEE KA -

32.

130

RESERVES OF THE COMPANY 32. KRRz #E
Share-based
payment Accumulated Contributed Share
reserve losses surplus premium Total
B EH
REZHE RitEE ERBEG B EE a5
HK$'000/F# 7T  HK$'000/FH T  HK$'000/FHE L HK$'000/FHEIL HK$'000/FHE T
At 1 January 2006 R-_TTNEF
—H—H 7,040 (122,140) 199,605 - 84,505
Recognition of BoRE
share option benefits HRERE
at fair value & 7,277 - - - 7,277
Issue of new shares BITE R - - - 658,521 658,521
Transaction costs BITE R
attributable to issue of FE1E R 5 AR
new shares - - - (7,978) (7,978)
Transfer on exercise of B EITE R
share options [ (6,268) - - 6,268 -
Loss for the year FEER - (14,394) - - (14,394)
At 31 December 2006 RZZEEREF
+-A=+—H 8,049 (136,534) 199,605 656,811 727,931
Recognition of BARERR
share option benefits BIREN =
at fair value 24,867 - - - 24,867
Issue of new shares BITH R - - - 1,335,239 1,335,239
Transaction costs BITE R D
attributable to issue of FE 153X 5 A AR
new shares - - - (18,310) (18,310)
Transfer on exercise of AT
share options B (16,903) - - 16,903 -
Loss for the year FEER - (28,376) - - (28,376)
At 31 December 2007 R-ZEZELHF
+=ZA=+-—H 16,013 (164,910) 199,605 1,990,643 2,041,351
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Notes to the Financial Statements (continued)

Mgk MaE (8)

For the year ended 31 December 2007 #HE-TTLF+_A=+—HILFE

32. RESERVES OF THE COMPANY (continued)
Under the Company Act 1981 of Bermuda (as amended),
the contributed surplus account of the Company is available
for distribution. However, the Company cannot declare or
pay a dividend, or make a distribution out of the contributed
surplus, if:

(@) the Company is, or would after the payment be,
unable to pay its liabilities as they become due; or

(b) the realisable value of the Company’s assets would
thereby be less than the aggregate of its liabilities
and its issued share capital and share premium
account.

In the opinion of the directors, the Company’s reserves
available for distribution to shareholders as at the balance
sheet date were as follows:

32. "RF 2B (E)

BE-NAN-FRAFREQRFE (KER)
RRARZEGBRERERAH IR FH-
A FETIBAT ARATNEEEH
BHEREPEIRIORMNREHAFEL DK

(@) ARBERBINBBOIREELEER
AWM ER K

(b) ANRREEZZREEANE L ME
EERNARAEE SBEITRARK
0 (B Bk 2 #A0 -

EEZRR ARENGEE B A H DR TR
ZREmmT:

2007 2006
—geLE —ETAF
HK$'000/F & 7T HK$'000/F /& 7T

Contributed surplus BB R
Accumulated losses EFEE

199,605 199,605
(164,910) (136,534)
34,695 63,071

HELRIZERERLF —ZZLFFR
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Notes to the Financial Statements (continued)

B 7% ¥R I AE (48

For the year ended 31 December 2007 #HE-TZTLFT+_A=+—HILEFE

33. TRADE AND OTHER PAYABLES

3. EREZRAREMEMNRE

The Group The Company
£ b N
2007 2006 2007 2006
L SEETAF —EELE SETAF
HK$’000/F 3& 5T HK$'000/F % 7T HK$’000/F 38 T HK$'000/F % 7T
Trade payables: BB SRR
Margin client payables FEf &
2P 4,365 7,303 - -
Other client payables JE At
BB 44,879 17,117 - -
Other trade payables HiZE S
JE& 1+ BR 3K 54,804 16,889 - -
Other payables and H b JE S 3RIR
accruals & REETFRIE 21,498 26,333 1,064 3,585
125,546 67,642 1,064 3,585

Trade and other payables include the following amounts
denominated in the currencies other than the Group’s
functional currency, HK dollars:

e E ZBRANEAMEMNFIES BT
NALERE RS (BT) KINEEIIER
TR

2007 2006
—EELE —ETAF

'000/F 7& '000/F 7T

Malaysian Ringgits 5 91 -
Renminbi AR 50,074 16,956

Margin client payables and other client payables are
repayable on demand and bear interest at prevailing market
rates.

No ageing analysis is disclosed for margin client payables
and other client payables as, in the opinion of the directors,
the ageing analysis does not give additional value in view
of the nature of business of securities margin financing
and broking.

Trade and other payables are expected to be settled or
recognised as income within one year or are repayable on

demand.

The directors consider that the carrying amounts of trade
and other payables approximate to their fair values.
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For the year ended 31 December 2007

Notes to the Financial Statements (continued)

Mgk MaE (8)

33. TRADE AND OTHER PAYABLES (continued) 33. ENE SRR EMENHRIE

34,

The ageing analysis of the Group’s other trade payables as

at 31 December 2007 is as follows:

(&)

NESRAZEREITOT:

HE-—TTLF+-A=+—BLFR

RZZBTZLF+_A=1t—H Fx&EEHEM

The Group
EEW
2007 2006
—FTLF —BTAF
HK$'000/F & T HK$'000/F % 7T
Three months or less —EAHNUT 42,509 9,625
One year or less but —FFUTE=EAN L
over three months 12,295 7,264
54,804 16,889
=R
BANK BORROWINGS 34. SRITE R
The Group The Company
rEH K NN
2007 2006 2007 2006
—EELE ZEEAE ZEBLE “EEAE
HK$ 000/ F & 7T HK$ 000/F & 7T HK$°000/F % 7T HK$'000/F 8 7T
Bank overdrafts RITHEX
— secured —BEH - 497 - -
— unsecured — 3K 139 - - -
Bank loans IRITER
— secured — B & 13,917 137,947 - -
14,056 138,444 - _
These borrowings are used to finance the lottery and money ZEERTTRERNAER ZVENRER
lending business of the Group. Ei

HELRIZERERLF —ZZLFFR
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Notes to the Financial Statements (continued)
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For the year ended 31 December 2007

34. BANK BORROWINGS (continued)

134

Bank loans of approximately HK$13,917,000 (2006: Nil)
were secured by the investment properties of the Group.
As at 31 December 2006, bank borrowings of approximately
HK$13,696,000 and HK$122,509,000 were secured on the
deposits for acquisition of leasehold land use rights and
buildings of HK$23,500,000 (note 21) and pledged bank
deposit respectively (note 29).

The effective interest rates on the Group's borrowings are
also equal to contractual interest rates.

The directors consider that the fair values of bank
borrowings at the balance sheet date approximate to their

carrying amounts.

The maturity of borrowings is as follows:

34.

HE-—TTLFE+-A=+—ALER

RITEX (B)

#4913,917,0008 T (Z T T NF ) 2 4R
TEFHAEBEEDERF- R_ZZTX
F+ZA=+—H RTEH#13,696,000
7T 5 122,509,0005 75 7 BIHE # A UL BE
ErmEAEREF 25$23,500,000%8
7T (MfaE21) REEMIRITF R (KFFE29) -

AEBMERZ BRMETEFRE MR-

EERR ROERZAAEEEREER
%0

FEMEFMT:

Within one year —FR

Between one and two years —EWF

Between two and five years MERF

Wholly repayable within five years RAFANBHEE
Over five years A AF

The effective interest rates for bank loans are ranging from
6.84% to 7.83% per annum (2006: 5% to 6.84%).
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The Group
AEH

2007 5006
—¥¥ LT —EE A
HK$'000/F B HKS'000/F 7
3,704 4369
6,336 131,162
14,056 138,444

BRITERZEBRFANEREZN F6.84%E
7.83%it B (ZEZTNF:5%%6.84%) °
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35.

Notes to the Financial Statements (continued)

Mgk MaE (8)

For the year ended 31 December 2007 #HE-TTLF+_A=+—HILFE

BANK BORROWINGS (continued) 34. RITER ()
Bank borrowings include the following amount denominated RITERBETINEREBE I E (B
in the currency other than the Group’s functional currency, TO)AINEEE B B 2 FRIE
HK dollars:
2007 2006
—3etE —2EAF
'000/F 5% “000/F 7T
Renminbi AR 13,014 139,956
RETIREMENT BENEFIT SCHEME 35. R K& F 5T 2
(a) Retirement benefit costs (a) BIREBER LA
The Group operates a defined contribution Mandatory A& BIAR IR 58 B 1 QR 2 5T 2R G
Provident Fund retirement benefit scheme in Hong REEREERZHERHERESR
Kong (the "MPF Scheme”) under the Mandatory KEFEHE ([BEestE]) 2EE
Provident Fund Schemes Ordinance, for those ZH—BEERERRERETE AR
employees who are eligible to participate in the MPF ER 2R DIREEH € 2B D LA
Scheme. Contributions are made based on a - WKREES 8 2 38 ER N
percentage of the employees’ basic salaries and are AR ERERF R - REE R
charged to the income statement as they become BEETEFHZETHTZEERE
payable in accordance with the rules of the MPF BE-

Scheme. The Group’s employer contributions vest fully
with the employees when contributed into the MPF

Scheme.

Pursuant to the relevant PRC regulations, the PRC BREBEE@ETEER FEMBLRAE
subsidiaries are required to make contributions to RPEES ZRABNMAEBLER
defined contribution retirement schemes organised by F% 278 5% 2 TE R AR FOR IRAT B /E I 4
the relevant Social Security Bureau in respect of the e

retirement benefit for the PRC subsidiaries’ employees

in the PRC.

HELRIZERERLF —ZZLFFR

135



136

35. RETIREMENT BENEFIT SCHEME (continued)

(b) Employee entitlements
Employee entitlements to annual leave and long service
payment are recognised when they accrue to the
employees. A provision is made for the estimated
liability for annual leave and long service payment as
a result of services rendered by employees up to the
balance sheet date.

Employee entitlements to sick leave and maternity or
paternity leave are not recognised until the time of
leave.

36. FINANCIAL GUARANTEES ISSUED

The Group
At 31 December 2007, the Group has not given any
significant financial guarantees (2006: Nil).

The Company

The Company has issued unlimited corporate guarantees to
banks to secure general facilities granted to two subsidiaries.
None (2006: approximately HK$137,000,000) of the facilities
were utilised by the subsidiaries as at 31 December 2007.
The Company has not recognised any deferred income and
the related expense in respect of such guarantees, as in the
opinion of the directors, their fair values cannot be reliably
measured and their transaction price was nil.

The directors consider that the subsidiaries are financially
resourceful in settling the obligations.
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Notes to the Financial Statements (continued)

B 75 R = P 5 (48 )
For the year ended 31 December 2007

35.

36.

HE-—TTLFE+-A=+—ALER

R BRI ET 8 (48)

(b) EERES
BEEREFREEHRE 2 I ERT
TERERER INBEEEERRARE
BEMREREMEL 2B FRER
HRGeaEFELEE

BEERERRESBIMERENX
R H b 8 T RERR

ERE2HBRERF

* %

NP +E+-A=+—A ARELE
FAUBRR (CTEAEE) o

¥ /NI
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Notes to the Financial Statements (continued)

For the year ended 31 December 2007

37. COMMITMENTS

(a)

Capital commitments outstanding at 31 December
2007 not provided for in the financial statements were
as follows:

The Group

sk MaE ()

HE-—TTLF+-A=+—BLFR

37. &

(a)

WZEELF+ A= +—BERE
ARBEE 2 RENERREMT

rEH

2007
—EELHF
HK$'000/F & T

2006
—ETRF
HK$'000/F 3 T

Contracted but not provided for & 5] 4118 & B
— purchase of property,
plant and equipment
— increase in interests
in subsidiaries

The commitments in respect of increase in interests in
subsidiaries include HK$155,000,000 to be satisfied
by payments in cash and HK$360,000,000 to be
satisfied by issue of consideration shares by the
Company.

The Company
At 31 December 2007, the Company did not have
any significant capital commitments (2006: Nil).

-BEVE BEREHE

NN EPNGCIE: Sl pill

2,597 -

515,000 -

517,597 -

BERMB ARSI A ERE
ANAB AR € 12 155,000,0005
TZNBERABETRERD N Z
360,000,0005% 7T °

biNG/NIS]
R-BEE+E+-_A=+—H KA
AUWEAMNEREANEAE (ZTEEN
F|E)o

H
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Notes to the Financial Statements (continued)

S Mt ar (48)
For the year ended 31 December 2007 #HE-TZTLFT+_A=+—HILEFE

37. COMMITMENTS (continued) 37. %
(b) At 31 December 2007, the Group’s future aggregate (b)
minimum lease payments under non-cancellable

\CEELE+ZAS T8 A%
R 55 R A S B TR0 2 K

operating leases are payable as follows: SEESEENAT:
The Group AEH
2007 2006
—®BLE —EEAf
HK$°000/F # 7T HK$'000/F 7 7T
Land and buildings T REF
Within one year —FR 3,673 5,691
In the second E_ZEhF (BEEEMF)
to fifth year inclusive 423 4,109
4,096 9,800

The Group leases office premises under operating
leases. The leases run for an initial period of one to
six years. The leases do not include any contingent
rentals.

The Company

At 31 December 2007, the Company did not have
any significant commitments under non-cancellable
operating leases (2006: Nil).
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Notes to the Financial Statements (continued)

For the year ended 31 December 2007

38. FINANCIAL RISK MANAGEMENT
(a) Financial risk factors

The Group’s activities expose it to a variety of financial
risks: market risk (including foreign exchange risk, fair
value interest rate risk, cash flow interest rate risk
and price risk), credit risk and liquidity risk. The Group’s
overall risk management programmes focus on the
unpredictability of financial markets and seek to
minimise potential adverse effects on the Group’s
financial performance as follows:

(i) Market risk

(1)

Foreign exchange risk

Foreign exchange risk is the risk of loss
due to adverse movements in foreign
exchange rate relating to receivables from
foreign brokers and foreign currency
deposits with banks. The Group did not
have significant exposure to foreign
exchange risk arising from the above
receivables in the current and prior years.

In addition, foreign exchange risk arises
from future commercial transactions,
recognised assets and liabilities and net
investments in foreign operation. The
Group's lottery business operates in the PRC
with most of the transactions settled in
RMB. The conversion of RMB into foreign
currencies is subject to the rules and
regulations of the foreign exchange control
promulgated by the PRC government.

sk MaE ()

HE-—TTLF+-A=+—BLFR

8. AR EE

(a) MBEMREZE
AEBEBERZRAVHRAR T
SRR (BREIMNERR MEQAER
R RNERRREBER) E
ERBERBECRER AEEZE
BRREEFE BIReRTHEZ
ARTERIE R - I SJOR AR R R
MBRRZBEINZEMT

(i) WEER
(1) SMNEE R
SMNE R R B RSN AR 4D
JEU IR RIA R F R IR AT 2
SNETF R Z ER A EE)
mESLZEEZ R &
SEREFRAFELE
AYER i RURRELE
ZEBRIMER R -

BN RREER S B
REEREE ARKEIH
EBREFEHGELIN
EREER N ERE 2R
BXEEPERALE
REBDZHGAARE &
B REFRAFETE
EXRIMNERR - AR
BMERINEEZTEAM
B BT AR 4 2 SN 1) AR
B R PIEEE -
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Notes to the Financial Statements (continued)
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For the year ended 31 December 2007 HE

(&)

38. FINANCIAL RISK MANAGEMENT

(continued)

(a) Financial risk factors (continued)
Market risk (continued)

()

(1)

)

Foreign exchange risk (continued)

During the year ended 31 December 2007,
if HK$ had strengthened/weakened by 5%
against the RMB, with all other variables
held constant, the effect on the profit for
the year is immaterial, equity would have
been approximately HK$20,906,000 (2006:
HK$12,581,000) lower/higher.

The above sensitivity analysis has been
determined assuming that a change in
foreign exchange rate had occurred at the
balance sheet date and had been applied
to the exposure to foreign exchange risk
for financial instruments in existence at that
date. The 5% increase or decrease
represents management’s assessment of a
reasonably possible change in exchange rate
over the period until the next balance sheet
date. The analysis was performed on the
same basis for 2006.

Cash flow and fair value interest rate risk

The Group monitors its interest rate
exposure regularly to ensure that the
underlying risk is monitored within an
acceptable range. Most of the Group's
interest bearing assets and liabilities are on
a floating rate basis with maturity of one
year or less.
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Notes to the Financial Statements (continued)

For the year ended 31 December 2007 HZE

38. FINANCIAL RISK MANAGEMENT

(continued)

(a) Financial risk factors (continued)
(i) Market risk (continued)

2)

Cash flow and fair value interest rate risk
(continued)

The Group’s interest rate positions arise
from treasury and operating activities.
Interest rate risk arises in treasury
management, customer financing and
investment portfolios. Interest rate risk
primarily results from the timing differences
in the repricing of interest-bearing assets,
liabilities and commitments. It also relates
to the bank borrowings carried interest at
variable rates which are collateralised by
margin clients’ securities and investment
properties to mitigate the cash flow interest
risk. Certain of the bank borrowings carry
fixed-rate interest. The Group also used
time deposits to manage interest rate risk.

At 31 December 2007, it is estimated that
a general increase/decrease of 0.1% and
1% in interest rates of the PRC and of Hong
Kong respectively, with all other variables
held constant, would decrease/increase
profit for the year and increase/decrease
accumulated losses by approximately
HK$887,000 (2006: HK$523,000).

The sensitivity analysis above has been
determined assuming that the change in
interest rates had occurred at the balance
sheet date and had been applied to the
exposure to interest rate risk for both
derivative and non-derivative financial
instruments in existence at that date. The
0.1% and 1% increase or decrease in the
PRC and Hong Kong interest rate
respectively represents management’s
assessment of a reasonably possible change
in interest rates over the period until the
next annual balance sheet date. The analysis
is performed on the same basis for 2006.

B %5 3R I R
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Notes to the Financial Statements (continued)
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For the year ended 31 December 2007 HE
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38. FINANCIAL RISK MANAGEMENT
(continued)
(a) Financial risk factors (continued)

()

(i)

Market risk (continued)

(3)  Price risk
The Group is exposed to equity price risk
through investments in equity securities and
the Company’s interests in subsidiaries. The
Group is not exposed to commodity price
risk. The Board of directors manages the
exposure by closely monitoring the portfolio
of equity investments. To manage its price
risk arising from investments in equity
securities, the Group diversifies its portfolio.
Diversification of the portfolio is done in
accordance with the limits set by the Group.
The Group did not have significant exposure
to price risk during the current and prior
years.

The sensitivity to price risk in relation to
the interests in subsidiaries cannot be
reliably determined due to numerous
uncertainties regarding the future
development of those subsidiaries.

Credit risk

The Group’s maximum exposure to credit risk in
the event of the clients’ and brokers’ failure to
perform their obligations as at 31 December
2007 in relation to each class of recognised
financial assets is the carrying amount of those
assets as stated in the consolidated balance
sheet. In order to minimise the credit risk, the
management of the Group has delegated a team
responsible to compile the credit and risk
management policies, to approve credit limits and
determine any debt recovery action on those
delinquent receivables. In addition, the Group
reviews the recoverable amount for each
individual account receivable at each balance
sheet date to ensure that adequate allowances
for impairment are made for irrecoverable
amounts.
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Notes to the Financial Statements (continued)

For the year ended 31 December 2007

38. FINANCIAL RISK MANAGEMENT
(continued)
(a) Financial risk factors (continued)

(ii)

(iii)

Credit risk (continued)

The credit risk on liquid funds is also limited
because the counterparties are banks with high
credit-ratings assigned by international credit-
rating agencies. In this regard, the directors of
the Group consider that the Group’s credit risk
is effectively controlled and significantly reduced.

At the balance sheet date, the Group has a
certain concentration of credit risk as 25% (2006:
31%) of the total trade and other receivables
were due from the five largest clients.

Further quantitative disclosure in respect of the
Group's exposures to credit risk arising from trade
and other receivables are set out in note 26.

Liquidity risk

As part of ordinary broking activities, the Group
is exposed to liquidity risk arising from timing
difference between settlement with Clearing
House or brokers and clients. To address the risk,
management is responsible for its own cash
management, including the short term
investment of cash surpluses and the raising of
loans to cover expected cash demands, subject
to approval by the management with the
borrowings exceeding certain predetermined
levels of authority. The Group’s policy is to
regularly monitor its liquidity requirements and
its compliance with regulatory requirements, to
ensure that it maintains sufficient reserves of cash
and readily realisable marketable securities and
adequate committed lines of funding from major
financial institutions to meets its liquidity
requirements in the short and longer term.

sk MaE ()
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(i)

(iii)
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Notes to the Financial Statements (continued)

B 7% ¥R % I &

38. FINANCIAL RISK MANAGEMENT

(continued)

(&)

For the year ended 31 December 2007

(a) Financial risk factors (continued)

(iii) Liquidity risk (continued)

BE_ZZLF+-_A=1+—RHLHFE

The following table details the remaining
contractual maturities at the balance sheet date
of the Group’s non-derivatives financial liabilities
and derivative financial liabilities, which are based
undiscounted cash flows
(including interest payments computed using
contractual rates or, if floating, based on rates
current at the balance sheet date) and the earliest
date the Group can be required to pay:

on contractual

BERERER (B)

MEEREE (E)

(iii)

RBESAR (B)
AEENBRREERERER
PESFENHEEREZE
T ARG RN S HEEMN
BERAHEZEANETESF R
HEED R MEIEHRE W&
ARE UENEEHEEREN
MRBHEESHTE TRIITAE
BREEAREMREZAH
RERERBABENIETE
TESRMAERITASRARE
(BHREZEAMNN XK (WEF
) REBEGEERBITONRGFE
E’Jﬂ_\) AR ANEEAEEERER
BRIEN & F H BT

As at 31 December 2007
R-BEt¥+ZA=1-H

More More
Total Within than than
contractual 1 year 1 year but 2 years but More
Carrying  undiscounted oron less than less than than
amount cash flows demand 2 years 5 years 5 years
Bu#
[iES: 3 -ERg -FH0L BEBME
REE WRERE RERER BEMER BEIER BBALF
HK$'000/F 7t HKS'000/F#E7 HKS'000/F#ET HKS'000/FEx HKS'000/F#E L HKS'000/F %7
Trade and ERESERR
other payables Efb M 3B 125,546 125,546 125,546 - - -
Bank RITER
borrowings 14,056 19,111 2,260 2,260 6,665 7,926
139,602 144,657 127,806 2,260 6,665 7,926
As at 31 December 2006
WZEERE¥+-A=1+—H
More More
Total Within than than
contractual 1 year 1 year but 2 years but More
Carrying  undiscounted oron less than less than than
amount cash flows demand 2 years 5 years 5 years
Bu#)
AR —ER —F0E BBME
REE NEERE RERER BERFA BERFA BRIF
HK$'000/F BT HK$'000/F BT HK$'000/FHETL HK$'000/FETL HK$'000/FETL HK$'000/F T
Trade and ERESERR
other payables H it e T 7R 67,642 67,642 67,642 - - -
Bank RITER
borrowings 138,444 143,811 125,662 2,196 6,558 9,395
206,086 211,453 193,304 2,196 6,558 9,395
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Notes to the Financial Statements (continued)
B g R MY 5 E (48)
For the year ended 31 December 2007 #HE-TTLF+_A=+—HILFE

38. K EMERE (B&)
(b) 2 SREMET

38. FINANCIAL RISK MANAGEMENT
(continued)
(b) Fair value estimation

The fair value of financial instruments traded in active
markets is based on quoted market prices at the
balance sheet date. The quoted market price used for
financial assets held by the Group is the current bid
price.

The fair value of financial instruments that are not
traded in an active market is determined by using
valuation techniques. The Group uses a variety of
methods and makes assumptions that are based on
market conditions exiting at each balance sheet date.
Quoted market prices or dealer quotes for similar
instruments are used for long-term debt. Other
techniques, such as estimated discounted cash flows,
are used to determine fair value for the remaining
financial instruments.

The carrying values of trade receivables and payables
are a reasonable approximation of their fair values.
The fair value of financial liabilities for disclosure
purposes is estimated by discounting the future
contractual cash flows at the current market interest
rate that is available to the Group for similar financial
instruments.
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Notes to the Financial Statements (continued)

Mg smRM T (&)

For the year ended 31 December 2007

39. CAPITAL RISK MANAGEMENT

146

The Group's primary objectives when managing capital are
to safeguard the Group’s ability to continue as a going
concern, so that it can continue to provide returns for
shareholders and benefits for other stakeholders, by pricing
products and services commensurately with the level of risk
and by securing access to finance at a reasonable cost.

The Group actively and regularly reviews and manages its
capital structure to maintain a balance between the higher
shareholder returns that might be possible with higher levels
of borrowings and the advantages and security afforded by
a sound capital position, and makes adjustments to the
capital structure in light of changes in economic conditions.

Consistent with industry practice, the Group monitors its
capital structure on the basis of a debt-to-adjusted capital
ratio. For this purpose the Group defines debts as total
debts (which includes interest-bearing loans and borrowings,
trade and other payables plus unaccrued proposed
dividends). Adjusted capital comprises all components of
equity, other than amounts recognised in equity relating to
cash flow hedges, less unaccrued proposed dividends.

During 2007, the Group’s strategy, which was unchanged
from 2006, was to maintain the debt-to-adjusted capital
ratio at the lower end of the range 20% to 30%. In order
to maintain or adjust the ratio, the Group may adjust the
amount of dividend paid to shareholders, issue new shares,
return capital to shareholders, raise new debt financing or
sell assets to reduce debt.
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39. CAPITAL RISK MANAGEMENT (continued) 39. EXAEMEIE (&)

The debt-to-adjusted capital ratios at 31 December 2007 RZEELFRZZERNFTZA=1+—
and 2006 were as follows: B RABRBREERALETFENT:
2007 2006
—gRLE —TTAF
HK$°000/F # 7T HK$'000/F % 7T
Current liabilities: TMEEE:
Trade and other payables ERESERR
H fth & R IB 125,546 67,642
Bank borrowings RITERK 1,381 125,667
126,927 193,309
Non-current liabilities: E - -&
Bank borrowings RITER 12,675 12,777
Total debts EREEGE 139,602 206,086
Adjusted capital REARER 2,441,403 930,044
Debt-to-adjusted RARBBEEXLRFE
capital ratio 6% 22%
Certain subsidiaries are subject to externally imposed capital ETWEBRRIAREBEEBE 5 RAEHERM
requirements in accordance with the Hong Kong Securities ([BHFRBEHED]) BFINEER 2 ER
and Futures Ordinance (the “SFO") and their respective HE MRZZEZLF+_A=+—HEKSE
liquid capital as at 31 December 2007 is in compliance EAMBERDETESF RBAERIER
with the stipulated liquidity requirement imposed by the ZRBES B
SFO.
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For the year ended 31 December 2007 #®HEZ-ZTZ+F+-_A=+—

40. TRANSACTIONS WITH RELATED PARTIES

41.

(a) Details of the Group’s significant transactions with the
following related parties during the year are as follows:

BLlFE

40. BEALIRS
@) ANEBMRAFELAUTHEATE
FTEAZ ST MEHRMT:

2007 2006
—BBLE i
HK$'000/F & T HK$'000/F 3 T

Associates of directors: BEEBMBEALT:
Commission and interest EEHERESFFE
income arising from futures K| B Uz A
and securities trading
Interest expenses MERX

In the opinion of the directors, including the
independent non-executive directors, the above
transactions were entered into in the Group’s ordinary
course of business and at terms agreed by both parties.

(b) During both years, compensation of key management
personnel represents directors’ remuneration, as stated
in note 10. The directors’ remuneration is determined
by the remuneration committee having regard to the
performance, responsibilities and experience of
individuals and market trends.

NOTES TO THE CONSOLIDATED CASH
FLOW STATEMENT

Part of the investment cost incurred for the acquisition of
the additional 18.94% interest of Sinodata as mentioned
in note 42 was settled by issuing 300,000,000 ordinary
shares of the Company at the issue price of HK$0.7 per
share, which amounted to HK$210,000,000.

The joint venturer injected a technical know-how amounting
to HK$58,823,000 shared by the Group as mentioned in
note 20.

These constitute major non-cash transactions.
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Notes to the Financial Statements (continued)

For the year ended 31 December 2007

42. ADDITIONAL INTERESTS IN SUBSIDIARIES

On 17 August 2007, the Group acquired 18.94% equity
interest of Shenzhen Sinodata Technology Co Ltd
(“Sinodata”), a non-wholly owned subsidiary of the Group,
from its minority shareholders at an aggregate consideration
of HK$235,250,000 which was satisfied as to
HK$25,250,000 by way of cash and HK$210,000,000 by
issuing 300,000,000 ordinary shares of the Company at
the issue price of HK$0.7 per share. As a result of the
additional acquisition, Sinodata has become a 64.75%
owned subsidiary of the Group.

On 18 October 2007, the Group acquired 30% equity
interest of Beijing Guard Libang Technology Co Ltd (“Guard
Libang”), a non-wholly owned subsidiary of the Group from
its minority shareholder at a consideration of US dollar
equivalent of RMB120,000,000 by way of cash. As a result
of the additional acquisition, Guard Libang has become a
wholly owned subsidiary of the Group.

Further information about these additional acquisitions is
as follows:

sk MaE ()

HE-—TTLF+-A=+—BLFR

42. AMB AT 2B ER

R-ZEZ+FNA+LH AEBRELHK
BREKEAEBE 2 2EWBARZRITE
LYBERMERLAR ([ BELEHE])
18.94%% # - K {8 &235,250,0008 T &
25,250,000 T AR & X -
210,000,000 T Bl A AR 0.7 T 2 3 &
fE%%17300,000,000/% A2 Rl E @M o
R BRSNS BB A NSRS
64.75% Mz 2 M B AT e

R-ZEZ+F+A+NB AEBRELHK
RRKEBAEE CIFZ2EWRNBAFTILRK
ERFEHEER AR ([REFF])30%5K
- REAREN AR 120,000,0007T 2
ELLB TUBE T M -BRILEING
B XENBKAELAEBZZANBAR-

HEBRINEENE-—FERDT:

HK$'000/F % T

Net assets acquired BB EEFRE
Goodwill arising on these

additional acquisitions

Total cost of investments EKAREE
(including transaction costs) (BEZXSHHA)

PN IVES-3
Re
BITARR ARG

Satisfied by:
Cash
Shares of the Company issued

Net cash outflow arising I EREINBEEE 2
on these additional acquisitions: WML HE:
Cash consideration paid ENBESRE

53,339

HEBRINBELEZHE

333,658

386,997

176,997
210,000

386,997

176,997

HELRIZERERLF —ZZLFFR
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For the year ended 31 December 2007 HE

(&)

43. ACQUISITION OF LOTTERY BUSINESS

(i)

(ii)

Acquisition of Multi Glory Limited
("Multi Glory")

On 15 March 2006, the Company entered into a share
purchase agreement to acquire the entire issued share
capital of Multi Glory for a consideration of
HK$227,800,000. Upon completion of the acquisition
on 7 July 2006, the Group through the subsidiaries of
Multi Glory involves in development and production
of proprietary lottery machines, related operating
software system and networks for welfare lottery
industry in China.

Acquisition of Happy Sun Technologies
Ltd (“Happy Sun”)

On 25 July 2006, the Company entered into a share
purchase agreement with Gain Silver, an independent
third party, to acquire the entire issued share capital
of Happy Sun and the shareholder’s loan due from
Happy Sun to Gain Silver for a consideration of
HK$157,040,000. Upon completion of the acquisition
on 20 November 2006, the Group through the
subsidiaries of Happy Sun Technologies Limited involves
in provision of systems and verification technology for
Instant Lottery Games in China administered by the
China Welfare Lottery Administrative Center.

(iii) Acquisition of Pentium Win Limited

("Pentium™)

On 8 August 2006, a wholly owned subsidiary of the
Company entered into a conditional sale and purchase
agreement with Grand, an independent third party,
to acquire the entire issued share capital of Pentium
together with the loan due from Pentium to Grand
for a consideration of HK$29,000,000. Upon
completion of the acquisition, the Group through the
subsidiaries of Pentium involves in the sports lottery
industry in the PRC. Kingsail is one of the approved
vendors for the development and production of sports
lottery machines by China Sports Lottery
Administration Center and has already contracted to
supply sports lottery machines for certain provinces/
cities in the PRC.

The above acquired business contributed revenue of
approximately HK$115,043,000 and net profit for the
year ended 31 December 2006 of HK$34,149,000 to
the Group. If the above acquired businesses had
occurred on 1 January 2006, the Group's turnover
would have been approximately HK$268,221,000, and
net profit for the year ended 31 December 2006 would
have been approximately HK$44,587,000.
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(i)

(ii)

(iii)

4
i B8 Multi Glory Limited

([ Multi Gloryj/
RZEERF=ZA+HB &R

N —IEER R LMtﬁ‘;zzmoo,ooo
%ﬁuﬁlﬁﬁl\/lulti GloryZ2 58 2 17 %
KR ZBEERF+AEHTRKE
1& - AN 5 B3 B BT B 22 B1Multi Glory
RABERANEESERERAEREE
BT ER HEEFSHRELE
& o

W BE Happy Sun
Technologies Ltd ([ Happy
Sunl)
RZZEZERNF+LAZ+HAB AAA

EA Y N7 55 = J7 Gain Silvers] 32 —IE &
1% 15 Mﬁ{:‘a‘;157,040,000;‘%ﬂ&,ﬁ§

Happy SunZ 32 TR AR A
Happy Sun#s R Gain SilverZ R &
H-RZBEERF+—A= +E|7|:EX
NEWEE NEBEBHER
Happy Sunﬁ’:“:fjﬁﬁf]lﬁf']%?ﬁ
BHLEBRENRALNEERG KX
BRE e

% B8 Pentium Win Limited
([Pentium])
R-ZEZERXENANB AAQABZE
BB AR EIE N E = Grandi] X
—BEKRHBEEEHMHE URE
29,000,0007% JT + # [A] F3 Pentium#& X
GrandZ E & W # Pentium % 2 & 3
TTRRA-TRA E U BER REEE B
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CEERE cNEEAEHEFR— %«ﬁ
?ﬁ‘ﬁ‘%?%%ﬁfﬁwﬁfﬁﬁqﬂu
ERAZENREERBELERA

R RZE F‘ép/iﬂﬁ?ﬁfﬁﬁg%ﬁ?ﬁ&
EESEL -

e WEEKAEEAEES R ZWA
BEN4 A115,043,000/8 7T LA R & =
—EERFT+_A=1t—HILFEL
F) #934,149,0005 7T o fis L alt U B
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F B AREBEEBEREN A
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For the year ended 31 December 2007

43. ACQUISITION OF LOTTERY BUSINESS
(continued)
(iii) Acquisition of Pentium Win Limited
("Pentium”) (continued)
Details of the assets and liabilities acquired are as
follows:

43. WK RXEHK (&)

(iii) W B Pentium Win Limited

(Pentium]) (&)
WEMNEEMBEFBUOT:

Acquirees’
carrying
amount

BHUBAREEE

2007
—ERtE
HK$'000/F & Tt

2006
—EERE
HK$'000/F 7% 7T

Assets/(liabilities) acquired

Property, plant and equipment

Prepaid lease payments
on land use rights
Intangible assets
Inventories
Trade and other receivables
Cash and bank balances
Deferred tax liabilities
Trade and other payables
Current tax liabilities
Bank borrowings
Minority interests

Fair value adjustment

Goodwill on acquisition

Consideration payable and
related expenses after
deducting bank borrowings
the acquirees assured
by the acquirers

Total purchase consideration and
related expenses satisfied by:

Cash paid
Issue of consideration shares

Net cash outflow in respect of

the acquisition is analysed
as follows:
Cash and cash equivalents
Cash paid

WeaE  (AfFE)
WE- BB MR B
T fE AR 2 TR T A K

BWEE

A

FE U B 5 B 5 B B Al e WK R
Be MIRITHER
EREREEE

F& 1 B 5 BR 50 I B Al e 5 5R0R
mEBIARE

RITER

DEBRE S

AV

e
O]

(=]

K
=

WHBELZHE

FORR Wi AR 58 MR8 A SR TT
ERRzZENREBRABMAX

of

BBERERABERX
PR

EfNRE

BHITRERD

o B 2 B i
FEAHMT

B MIRITHEER
BEfNRE

36,207

2,318
12,187
70,854
64,597
34,686

(55,177)
375,556

320,379

156,579
163,800

320,379

34,686
(156,579)

(121,893)

HWERLEZERBR QA
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For the year ended 31 December 2007 #HE-TZTLFT+_A=+—HILEFE

44. ELIMINATION OF SUBSIDIARIES 44. ¥ HME A T

Pursuant to an agreement entered into between Genius
Nation Limited, a wholly-owned subsidiary of the Group,
and Scientific Games Corporation on 18 July 2007, the
Group has agreed to dispose of 50% equity interest in
Happy Sun Technologies Ltd, together with its subsidiaries,
(collectively as “Happy Sun Group”), at a consideration of
US dollar equivalent of RMB210,000,000. The transaction
was completed on 14 November 2007. As a result of
disposal, Happy Sun Group ceased to be accounted for as
subsidiaries of the Group commencing from 14 November
2007, but was accounted for as a joint venture. The net
assets of Happy Sun Group at the date of disposal were as

BIEAREE 2 =& M8 2 5 Genius Nation
Limited &2 Scientific Games Corporationi? —
EEHFEATNRET L2 NEEE
BELEAREE —E2EME R A Happy
Sun Technologies Ltd & E [t B A &) (51
[Happy Sun Group] ) 50% 2 # & RE A
HER ARY210,000,0007T 2 E T E o
REN_ZEZLF+—ATHEBATK BR
& £ - Happy Sun Groupfl — 2 Z t¢+—
A+MmBRABELERAEBMBEAR WX
BE &1 ¥ Happy Sun Groupﬁé\tﬁ% H HA
ZEEFBERAT:

follows:

HK$'000/F % T

Net assets disposal of
Property, plant and equipment
Investment properties
Intangible assets

Deferred tax assets
Inventories

Trade and other receivables
Cash and bank balances
Bank borrowings

Trade and other payables
Current tax liabilities

Transfer to interests
n joint ventures (50%)

Reversal of goodwill

Gain on disposal of partial interests
in subsidiaries

Total consideration, satisfied by cash

Net cash inflow arising on disposal:
Cash consideration received
Cash and bank balances disposed of

HEEEFHE
Y BB R&E 20,286
"EME 1,756
mEAE 12,894
EXERIBEE 1,250
FE 5,310
FEWE 5 IR 3R K H b & K 19,790
Re RIBITHEH 7,580
RITER (698)
e B 5 B8R 5k I E b JE 5 3K (2,622)
EHHIBEEE (300)
65,246
EEAERNA 2 #EZR(50%)
32,623
EESEEYE 122,396
HEWE QR DS 2 W
63,998
BERE AR 219,017
HEELS RS RASEEE:
WE 2B RE 219,017
HEZRE RIRITE (3,790)
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Notes to the Financial Statements (continued)

For the year ended 31 December 2007

COMPARATIVE FIGURES

As a result of adoption HKFRS 7, Financial instruments:
Disclosures, and the amendments to HKAS 1, Presentation
of financial statements: Capital disclosures, certain
comparative figures have been adjusted to conform with
changes in disclosures in the current year and to show
separately comparative amounts in respect of items disclosed
for the first time in 2007. Further details of these
developments are disclosed in note 3.

POST BALANCE SHEET EVENTS

On 13 April 2008, Huge Top Enterprises Inc., a wholly-
owned subsidiary of the Group entered into a share transfer
agreement with BEM TR BEERMBR 2 F and R
MEM N EZ B AR AR to acquire 44.496% and 45.504%
respectively of the registered capital in B/ & B KR
AR A F] at an aggregate consideration of RMB80,600,000,
which has to be satisfied in cash.

In April 2008, the Company completed the transaction
entered into with Giga Step Limited to acquire the entire
interest in the share capital of Jertford Development Limited
(“Jertford”) and the shareholders’ loans due from Jertford.
Jertford indirectly holds 26% of the registered capital of
Shenzhen Kingsail Software Tech Co Ltd (“Kingsail”), an
existing subsidiary of the Group. Upon the completion of
this transaction, the Group has 84% interest in Kingsail.

45,

46.

PR M (48)
BE-STtEt-A=t—HLFE

EE®EF
HREMBEAEMBRELERNFSR (BT
B BEARE] -FAESTERE1RANER
A2 M BHE - EARNRE] KRBT [IRTT
(BB RA] EHETLEREFTETH
B UNEAFENRERT UER-F
TLFERBENLREBB IR LE
BEROE - DHBRERMES -

HEHEZRSEHE
R-ZZBENFEMA+=0 ~"EEBZ 2 &K
J& 2 AlHuge Top Enterprises Inc. B2 & M
CBEBRMERAB LRI TEMLE
EEBRAR RN EE R A0 B
BE44.496% N 45.504% B M T LB BRI
ERABIZERERN BRBAARKE
80,600,0007T * I LAIR & = f+F -

RZZEZNFWN A KA FTHKEGga
Step Limiteds] 7 2 & 5 LA H & Jertford
Development Limited ([ Jertford] ) B& A& 2~
2 I HE s & FE W Jertfordz RER B K o
Jertford # £ B R YT € N B BT B R
RAI([&N]) AEBREHMBAA
26%FEERT - WRZGTKE RNEERFE
S NB84% I
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Notes to the Financial Statements (continued)

B 75 R = P 5 (48 )
For the year ended 31 December 2007

47. POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR THE
YEAR ENDED 31 DECEMBER 2007
Up to the date of issue of these financial statements, the
HKICPA has issued a number of amendments, new standards
and interpretations which are not yet effective for the year
ended 31 December 2007 and which have not been early
adopted in these financial statements as follows:

HKAS 1 (Revised) Presentation of Financial
Statements'

HKAS 23 (Revised) Borrowing Costs'
HKAS 27 (Revised) Consolidated and Separate
Financial Statements?

Vesting Conditions and

Cancellations'

Business Combinations?

HKFRS 2 (Amendment)

HKFRS 3 (Revised)

HKFRS 8
HK(IFRIC)-Int 11

HK(IFRIC)-Int 12

Operating Segments'

HKFRS 2 - Group and Treasury
Share Transactions?

Service Concession Arrangements*

HK(IFRIC)-Int 13 Customer Loyalty Programmes®

HK(IFRIC)-Int 14 HKAS 19 - The Limit on a Defined
Benefit Asset, Minimum
Funding Requirements and
their Interaction®
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Notes to the Financial Statements (continued)

For the year ended 31 December 2007

47. POSSIBLE IMPACT OF AMENDMENTS,

NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR THE
YEAR ENDED 31 DECEMBER 2007
(continued)

1 Effective for annual periods beginning on or after 1 January
2009

2 Effective for annual periods beginning on or after 1 July 2009

3 Effective for annual periods beginning on or after 1 March 2007

4 Effective for annual periods beginning on or after 1 January
2008

5 Effective for annual periods beginning on or after 1 July 2008

The adoption of HKFRS 3 (Revised) may affect the accounting
for business combination for which the acquisition date is
on or after the beginning of the first annual reporting period
beginning on or after 1 July 2009. HKAS 27 (Revised) will
affect the accounting treatment for changes in a parent’s
ownership interest in a subsidiary that do not result in a
loss of control, which will be accounted for as equity
transactions. The application of the new standards will affect
the Group’s results and financial position. Other than as
disclosed above and HKAS 23 (Revised), the directors of
the Group anticipate that the application of these standards
or interpretations will have no material impact on the results
and the financial position of the Group.

s KM EE ()

HE-—TTLF+-A=+—BLFR

47. E A ERBEZ-_ZZ2LEFE+

—H=+-BILEEEZEKRE

1 ACEEAF—A—BRZEBBRZFES
R £ 2

2 BCTTAFLAE-BRZAMKZFESH
P 2E 2%

3 H-EELE=A-AHCERKZEEH
R 4 3%

4 B-TEN\F-B-BRZAMRZFES
R £ 2

5 BA-TTN\FLA-BRTEHKZEEE
P 2E 2%

KRB BV HRELEREIR (KERT) X
eVERBRPR-_ZTTNFLA—HAK
ZERE cEEFRPBEMAG 2 AR 2R
ZEBEHzEHRE-EEGAHELSE
275 (RIER]) BEFERRARNMB QA
FriEERE 2 EE) (T SEHREEHE)
ZEEREIE ZEHHINERER S BB
R 22 B AR 2 A R B AR - R
EXFAEEERBEGTERFE 235 (K
EF) I AEBMEEEHERRSTEAIX
BERUAEEZXERMBRALEEX

By 8B
=
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Five Year Financial Summary

hEPBHE

The following is a summary of the results of the Group for the
five years ended 31 December 2007, which have been prepared
on the basis set out in note 2 to the financial statements.

ATAFEERE-_TTLF+-A=+—H
L AAFE Y EERE KRB W25
M EA

RESULTS ¥E
2007 2006 2005 2004 2003
ZEEtLE —TTRF _TTHE —TTWNF —TT=F
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
FET FAT FET FAET FET
Turnover E 434,652 173,883 41,938 169,137 324,693
Profit/(loss) before taxation BREBRTLREA (E18) 220,010 41,633 (53,952) (81,820) 6,009
Taxation I8 (26,369) (11,001) 3,252 4,146 (1,978)
Profit/(loss) before Rer DB R E R A
minority interests wH (B8 193,641 30,632 (50,700)  (77,674) 4,031
Minority interests DR R ER (56,953)  (19,462) - - -
136,688 11,170 (50,700) (77,674) 4,031
ASSETS AND LIABILITIES EEREE
Total assets BEE 2,605,574 1,146,197 349,517 447,394 464,256
Total liabilities BEE (164,171)  (216,153)  (234,945)  (289,162)  (228,351)
Total equity AR 2,441,403 930,044 114,572 158,232 235,905
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