Notes to the Financial Statements i8R &R T

GENERAL INFORMATION

The principal activity of the Company is investment holding,
whilst those of its principal subsidiaries are set out in note
17 to the financial statements.

The directors consider the ultimate holding company to be
VXL Capital Partners Corporation Limited incorporated in
British Virgin Islands.

PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation
of these consolidated financial statements are set out below
and have been consistently applied to all the years
presented, unless otherwise stated.

2.1 Basis of preparation

The consolidated financial statements of the Group
have been prepared in accordance with the Hong Kong
Financial Reporting Standards (HKFRSs) which is a
collective term includes all applicable Hong Kong
Financial Reporting Standards, Hong Kong Accounting
Standards (HKASs) and Interpretations issued by Hong
Kong Institute of Certified Public Accountants
(HKICPA). These financial statements also comply with
the applicable disclosures provisions of the Hong Kong
Companies Ordinance and the Rules Governing the
Listing of Securities on the Stock Exchange of Hong
Kong Limited. They have been prepared under the
historical cost convention except, as modified by the
available-for-sale financial assets and the financial
assets at fair value through profit or loss, and the
investment property which are carried at fair value.

The preparation of the financial statements in
conformity with the HKFRS requires the use of certain
critical accounting estimates. It also requires
management to exercise its judgement in the process
of applying the Group’s accounting policies. The areas
involving a higher degree of judgement or complexity,
or areas where assumptions and estimates are
significant to the consolidated financial statements,
are disclosed in note 4.
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VXL Capital Limited

PRINCIPAL ACCOUNTING POLICIES (continued)

2.1 Basis of preparation (continued)
For the year ended 31 December 2005, the Group
adopted the new/revised standards and interpretations

of HKFRS, which are relevant to its operations, as set

out below. The year 2004 comparatives have been

amended as appropriate in accordance with the

relevant requirements.

HKAS 1
HKAS 7
HKAS 8

HKAS 10
HKAS 16
HKAS 17
HKAS 21

HKAS 23
HKAS 24
HKAS 27

HKAS 28
HKAS 32

HKAS 33
HKAS 36
HKAS 39

HKAS 39
Amendment

HKAS 40

HK(SIC)-Int 15

HK(SIC)-Int 21

HKFRS 2

HKFRS 3

Presentation of Financial Statements

Cash Flow Statements

Accounting Policies, Changes in
Accounting Estimates and Errors

Events after the Balance Sheet Date

Property, Plant and Equipment

Leases

The Effects of Changes in Foreign
Exchange Rates

Borrowing Costs

Related Party Disclosures

Consolidated and Separate Financial
Statements

Investments in Associates

Financial Instruments: Disclosures
and Presentation

Earnings per Share

Impairment of Assets

Financial Instruments: Recognition
and Measurement

Transition and Initial Recognition of
Financial Assets and Financial
Liabilities

Investment Property

Operating Leases — Incentives

Income Taxes — Recovery of Revalued

Non-Depreciated Assets

Share-based Payments

Business Combinations
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Notes to the Financial Statements i8R &R T

2. PRINCIPAL ACCOUNTING POLICIES (continued) 2. FESHBE(B)
21 MmEIEE(B)

2.1 Basis of preparation (continued)

The adoption of the above new HKFRSs did not result
in substantial changes to the Group's accounting
policies, except for the adoption of HKFRS 3, HKAS
32, and HKAS 39. In summary:

—  HKAS 1 has affected the presentation of share of
net after-tax results of associates and other
disclosures.

- HKASs 7, 8, 10, 16, 17, 21, 23, 27, 28, 33, 36,
40 and HK(SIC)-Int 15 and 21 have no material
effect on the Group’s policies.

- HKFRS 2 affected the Group’s policy but had no
effect on the Group’s financial statements as the
Group did not made any share-based payment.

—  HKAS 24 has affected the identification of related
parties and some other related party disclosures.

HKAS 32 and HKAS 39

The adoption of HKASs 32 and 39 has resulted in a
change in the accounting policy relating to the
classification of “Financial assets at fair value through
profit or loss” and “Available-for-sale financial assets”.
HKAS 39 does not permit to recognize, derecognize
and measure financial assets and liabilities on a
retrospective basis. The Group applied the previous
SSAP 24 "Accounting for investments in securities” to
other investment for the year 2004 comparative
information.

HKFRS 3

The adoption of HKFRS 3 results in a change in the
accounting policy for goodwill/negative goodwill. Prior
to this, the accounting policy was:

—  Goodwill on acquisitions that occurred prior to 1
January 2001 was eliminated against reserves.
Any impairment arising on such goodwill is
accounted for in the profit and loss account.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)

2.1 Basis of preparation (continued)

—  Goodwill on acquisition occurring on or after 1
January 2001 was included in intangible assets
and is amortized using the straight-line method
over a period of not exceeding 15 years.

—  Negative goodwill on acquisitions that occurred
prior to 1 January 2001 was taken directly to
reserves on acquisition.

- Negative goodwill on acquisition occurring on or
after 1 January 2001 was presented in the same
balance sheet classification as goodwill.

In accordance with the provisions of HKFRS 3, the
Group has derecognized the previously recognized
negative goodwill with a corresponding adjustment to
the opening balance of retained profits.

The adoption of HKFRS 3 resulted in:
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Notes to the Financial Statements i8R &R T

2. PRINCIPAL ACCOUNTING POLICIES (continued)

2.1 Basis of preparation (continued)
Certain new standards, amendments and
interpretations to existing standards have been
published that are mandatory for the Group's
accounting periods beginning on or after 1 January
2006 or later periods but which the Group has not
early adopted, as follows:

- HKAS 39 (Amendment), The Fair Value Option
(effective from 1 January 2006). This amendment
changes the definition of financial instruments
classified at fair value through profit or loss and
restricts the ability to designate financial
instruments as part of this category.

—  HKAS 39 and HKFRS 4 (Amendment), Financial
Guarantee Contracts (effective from 1 January
2006). This amendment requires issued financial
guarantees, other than those previously asserted
by the entity to be insurance contracts, to be
initially recognized at their fair value, and
subsequently measured at the higher of (a) the
unamortized balance of the related fees received
and deferred, and (b) the expenditure required
to settle the commitment at the balance sheet
date.

—  HKFRS 7, Financial Instruments: Disclosures, and
a complementary Amendment to HKAS 1,
Presentation of Financial Statements — Capital
Disclosures (effective from 1 January 2007).
HKFRS 7 introduces new disclosures to improve
on the information about financial instruments.
It requires the disclosure of qualitative and
quantitative information about exposure to risks
arising from financial instruments, including
specified minimum disclosures about credit risk,
liquidity risk and market risk, including sensitivity
analysis to market risk. It replaces HKAS 30,
Disclosures in the Financial Statements of Banks
and Similar Financial Institutions, and disclosure
requirements in HKAS 32, Financial Instruments:
Disclosure and Presentation. It is applicable to all
entities that report under HKFRS. The amendment
to HKAS 1 introduces disclosures about the level
of an entity’s capital and how it manages capital.
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2.

PRINCIPAL ACCOUNTING POLICIES (continued)

2.1

2.2

VXL Capital Limited

Basis of preparation (continued)

In addition, the Hong Kong Companies (Amendment)
Ordinance 2005 came into effect on 1 December 2005
and would be first applicable to the Group’s financial
statements for the period beginning 1 January 2006.

The Group has not early applied the above new
standards and interpretations that have been issued
but are not yet effective. The amendments to HKAS 1,
HKAS 27 and HKFRS 3 made as a result of the Hong
Kong Companies (Amendment) Ordinance 2005 are
not applicable to the Group’s operations. The adoption
of the remaining new standards is not likely to have a
significant impact on the Group’s results of operations
and financial position.

Consolidation

The consolidated financial statements include the
financial statements of the Company and its
subsidiaries made up to 31 December.

(a) Subsidiaries
Subsidiaries are those entities in which the
Company, directly or indirectly, controls the
composition of the board of directors, controls
more than half the voting power or holds more
than half of the issued and paid up share capital.

Subsidiaries are fully consolidated from the date
on which control is transferred to the Group and
are de-consolidated from the date such control
ceases.
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Notes to the Financial Statements i8R &R T

2. PRINCIPAL ACCOUNTING POLICIES (continued)

2.2 Consolidation (continued)

(a)

Subsidiaries (continued)

The purchase method of accounting is used to
account for the acquisition of subsidiaries by the
Group. The cost of an acquisition is measured as
the fair value of the assets given, equity
instruments issued and liabilities incurred or
assumed at the date of exchange, plus costs
directly attributable to the acquisition. Identifiable
assets acquired and liabilities and contingent
liabilities assumed in a business combination are
measured initially at their fair values at the
acquisition date, irrespective of the extent of any
minority interest. The excess of the cost of
acquisition over the fair value of the Group’s
share of the identifiable net assets acquired is
recorded as goodwill. If the cost of acquisition is
less than the fair value of the net assets of the
subsidiary acquired, the difference (which would
have been known as negative goodwill under the
previous accounting policy) is recognized directly
in the profit and loss account.

Inter-company transactions, balances and
unrealized gains on transactions between group
companies are eliminated. Unrealized losses are
also eliminated unless the transaction provides
evidence of an impairment of the asset
transferred.

The gain or loss on the disposal of a subsidiary
represents the difference between the proceeds
from the disposal of that subsidiary and its
carrying amount as of the date of disposal,
including any attributable amount of goodwill
and any related accumulated foreign currency
translation reserve.

In the Company’s balance sheet the investments
in subsidiaries are stated at cost less provision for
impairment losses. The results of subsidiaries are
accounted for by the Company on the basis of
dividend received and receivable.
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2.

PRINCIPAL ACCOUNTING POLICIES (continued)
2.2 Consolidation (continued)

(b) Associates

Associates are entities which the Group has
significant influence but not control, generally
accompanying a shareholding of between 20%
and 50% of the voting rights. Investments in
associates are accounted for using the equity
method of accounting and are initially recognized
at cost. The Group's investment in associates
includes goodwill (net of any accumulated
impairment loss) identified on acquisition (Note
2.7).

The Group’s share of its associates’ post-
acquisition profits or losses is recognized in the
profit and loss account, and its share of post-
acquisition movements in reserves is recognized
in reserves. The cumulative post-acquisition
movements are adjusted against the carrying
amount of the investment. When the Group’s
share of losses in an associate equals or exceeds
its interest in the associate, including any other
unsecured receivables, the Group does not
recognize further losses, unless it has incurred
obligations or made payments on behalf of the
associate.

Unrealized gains on transactions between the
Group and its associates are eliminated to the
extent of the Group’s interest in the associates.
Unrealized losses are also eliminated unless the
transaction provides evidence of an impairment
of the asset transferred. Accounting policies of
associates have been changed where necessary
to ensure consistency with the policies adopted
by the Group.

In the Company’s balance sheet the investments
in associates are stated at cost less provision for
impairment losses. The results of associates are
accounted for by the Company on the basis of
dividend received and receivable.

VXL Capital Limited ®  Annual Report 2005
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Notes to the Financial Statements i8R &R T

2. PRINCIPAL ACCOUNTING POLICIES (continued) 2. FESHBE(B)

2.3 Segment reporting 23 DEHE

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 determined that
business segments be presented as the primary
reporting format and geographical segments as the
secondary reporting format for the purposes of these
financial statements.

Segment revenue, 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. Segment revenue, results, assets, and
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.
Segment assets consist primarily of property, plant and
equipment, investment property, receivables and other
assets. Segment liabilities comprise operating liabilities
and exclude items such as taxation and borrowings.

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

Unallocated items mainly comprise property, plant and
equipment used for corporate office, tax balances and
corporate expenses.

In respect of geographical segment reporting, sales
are based on the country in which the customer is
located and total assets and capital expenditure are
where the assets are located.
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2.

VXL Capital Limited

PRINCIPAL ACCOUNTING POLICIES (continued)

2.4 Foreign currency translation

(a)

(b)

(©

Functional and presentation currency

Items 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 recognized in the profit
and loss account.

Translation differences on non-monetary financial
assets and liabilities are reported as part of the
fair value gain or loss. Translation difference on
non-monetary financial assets, 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:

(i) assets and liabilities for each balance sheet

presented are translated at the closing rate
at the date of that balance sheet;
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Notes to the Financial Statements i8R &R T

2. PRINCIPAL ACCOUNTING POLICIES (continued) 2. FESHBE(B)
24 HhEmE(F)

2.4 Foreign currency translation (continued)

(c) Group companies (continued)

(i) income and expenses for each profit and
loss account 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

(iii) all resulting exchange differences are
recognized as a separate component of
equity.

On consolidation, exchange differences arising
from the translation of the net investment in
foreign operations, and of borrowings and other
currency instruments designated as hedges of
such investments, are taken to shareholders’
equity. When a foreign operation is sold,
exchange differences that were recorded in equity
are recognized in the profit and loss account as
part of the gain or loss on sale.

2.5 Property, plant and equipment

Property, plant and equipment are stated at historical
cost less accumulated depreciation and accumulated
impairment losses. Historical cost includes expenditure
that is directly attributable to the acquisition of the
items.

Subsequent costs are included in the asset’s carrying
amount or recognized 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 profit and loss account during the
financial period in which they are incurred.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)

2.5

2.6

VXL Capital Limited

Property, plant and equipment (continued)
Depreciation of property, plant and equipment is
calculated using the straight-line method to allocate
cost to their residual values over their estimated useful
lives, as follows:

—  Furniture and fixtures 3 years
—  Office equipment 3 years
—  Computer and related equipment 3 years
- Motor vehicles 5 years

Improvements are capitalized and depreciated over
their expected useful lives to the Group.

The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at each balance
sheet date.

An impairment loss is recognized immediately to write
down an asset’s carrying amount to its recoverable
amount if the asset’s carrying amount is greater than
its estimated recoverable amount (Note 2.8). Gains
and losses on disposals are determined by comparing
proceeds with carrying amounts.

Investment property

Property that is held for long-term rental yields or for
capital appreciation or both, which is not occupied by
the companies in the Group, is classified as investment
property.

Investment property comprises land held under
operating leases and buildings held under finance
leases.

Land held under operating leases are classified and
accounted for as investment property when the rest
of the definition of investment property is met. The
operating lease is accounted for as if it were a finance
lease.

Annual Report 2005

2. TEEEEE)
25 W% BERRE(E)

2.6

ME BBENRRBZTEDNERER
TGt A AE AR ERREBES K
HRA

- RAREKE =F
- WRERE =F
- ERRERRE =fF
- RE heF

KEDTUERNMEEZBRENAKEZ
EETAIERAFRMAENE -

BENFREELRAERFIREEE
A TEBERELAE -

W—IREEREESNE MG D
&% (M5£2.8) - B BN AT A 2R 60 (B /&5 48 A
HEZEERAMEZEREATREEHE - &
EEEELA BB RLEZREEMR
BREEERAEZEZRAMER -

REMHE
RENERERERPESREMFA
HEREREEIALWERN M
FREERBMERZME -

RANEBENEERERBHLILR
RABERENET -

REMETHARANLIHENAREY
EEENEMMO T2 BERINES
REME KEMERCHRBURER

1=

g o



Notes to the Financial Statements i8R &R T

2. PRINCIPAL ACCOUNTING POLICIES (continued)

2.6

2.7

Investment property (continued)

Investment property is measured initially at its cost,
including related transaction costs, except when it is
acquired through a business combination, in which
case it is measured initially at fair value. After initial
recognition, investment property is carried at fair value.

Fair value is based on valuations carried out by external
valuers. Changes in fair values are recognized in the
profit and loss account.

Subsequent expenditure is charged to the asset’s
carrying amount 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 costs are
expensed in the profit and loss account during the
financial period in which they are incurred.

Goodwill

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 subsidiary,
associate, or business attributable to the Group at the
effective date of acquisition or an increase in holding
in a subsidiary.

Goodwill on acquisitions of subsidiaries and businesses
is included in intangible assets while goodwill on
acquisitions of associates is included in “Interests in
associates”. Goodwill is tested annually for impairment
and carried at cost less accumulated impairment losses.
Impairment losses on goodwill are not reversed. Gains
and losses on the disposal of an entity or business
include the carrying amount of goodwill relating to
the entity or business sold. Goodwill is allocated to
cash generating units for the purpose of impairment

testing.
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2.

VXL Capital Limited

PRINCIPAL ACCOUNTING POLICIES (continued)

2.8

2.9

Impairment of non-financial assets

Assets that have an indefinite useful life are not subject
to amortization, which are at least tested annually for
impairment and are reviewed for impairment whenever
events or changes in circumstances indicate that the
carrying amount may not be recoverable. Assets that
are subject to amortization are reviewed for
impairment whenever events or changes in
circumstances indicate that the carrying amount may
not be recoverable. An impairment loss is recognized
for the amount by which the asset’s carrying amount
exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair value less costs
to sell and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels
for which there are separately identifiable cash flows
(cash-generating units). Non-financial assets other than
goodwill that suffered an impairment are reviewed for
possible reversal of the impairment at each reporting
date.

Investments

The Group has classified its investments in the
following categories: financial assets at fair value
through profit or loss (including trading and other
investments), held-to-maturity investments, loans and
receivables, and available-for-sale financial assets. The
classification depends on the purpose for which the
investments were acquired. Available-for-sale financial
assets and financial assets at fair value through profit
or loss are carried at fair value. Loans and receivables
and held-to-maturity investments are carried at
amortized cost using the effective interest method.
Realized and unrealized gains and losses arising from
changes in the fair value of financial assets at fair
value through profit or loss are included in the profit
and loss account in the period in which they arise.
Unrealized gains and losses arising from changes in
the fair value of available-for-sale financial assets are
recognized in equity. When available-for-sale financial
assets are sold or impaired, the accumulated fair value
adjustments are included in the profit and loss
account.
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Notes to the Financial Statements i8R &R T

2. PRINCIPAL ACCOUNTING POLICIES (continued) 2. FESHBE(B)
2.9 Investments (continued) 29 ®E (&)

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 specific
circumstances of the issuer.

The Group assesses at each balance sheet date
whether there is objective evidence that a financial
asset or a group of financial assets is impaired. In the
case of equity securities classified as available-for-sale,
a significant or prolonged decline in the fair value of
the security below its cost is considered as an indicator
in determining whether the securities are impaired. If
any such evidence exists for available-for-sale financial
assets, the cumulative loss (measured as the difference
between the acquisition cost and the current fair value,
less any impairment loss on that financial asset
previously recognized in the profit and loss account) is
removed from equity and recognized in the profit and
loss account. Impairment losses recognized in the
profit and loss account on equity instruments are not
reversed through the profit and loss account.

2.10 Trade and other receivables

Trade and other receivables are recognized initially at
fair value and subsequently measured at amortized
cost using the effective interest method, less provision
for impairment. A provision for impairment of trade
and other receivables is established when there is
objective evidence that the Group will not be able to
collect all amounts due according to the original terms
of receivables. Significant financial difficulties of the
debtor, probability that the debtor will enter
bankruptcy or financial reorganization, and default or
delinquency in payments are considered indicators that
the trade receivable is impaired. The amount of the
provision is the difference between the asset’s carrying
amount and the present value of estimated future cash
flows, discounted at the effective interest rate. The
amount of the provision is recognized in the profit
and loss account.
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Notes to the Financial Statements Bfi&RFTHIEE

2. PRINCIPAL ACCOUNTING POLICIES (continued) 2. FEGFHE(B)
2N BERRESEEY

2.11 Cash and cash equivalents

80

For the purposes of the cash flow statement, cash and
cash equivalents comprise cash on hand, deposits held
at call with banks, cash investments with a maturity
of three months or less from date of investment and
bank overdrafts.

2.12 Borrowings

Borrowings are recognized initially at fair value, net of
transaction costs incurred. Transaction 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 amortized cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognized in the profit and loss account over
the period of the borrowings using the effective
interest method.

2.13 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 recognized in profit or loss account except
to the extent that they relate to items recognized
directly in equity, in which case they are recognized in
equity.

Current tax is the expected tax payable on the taxable
income for the year using tax rates enacted or
substantively enacted at the balance sheet date, and
any adjustment to tax payable in respect of previous
years.
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Notes to the Financial Statements i8R &R T

2. PRINCIPAL ACCOUNTING POLICIES (continued) 2. FESHBE(B)
213 FiE % (&)

2.13 Income tax (continued)

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. Taxation rates enacted or substantively
enacted by the balance sheet date are used to
determine deferred taxation.

Deferred tax assets are recognized to the extent that
it is probable that future taxable profit will be available
against which the temporary differences can be
utilized.

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

2.14 Employee benefits

(@) Employee leave entitlements
Employee entitlements to annual leave are
recognized when they accrue to employees. A
provision is made for the estimated liability for
annual leave 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 recognized until the
time of leave.

(b) Bonus plans
The expected cost of bonus payments due wholly
within twelve months after balance sheet date
are recognized as a liability when the Group has
a present legal or constructive obligation as a
result of services rendered by employees and a
reliable estimate of the obligation can be made.
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2.

VXL Capital Limited

PRINCIPAL ACCOUNTING POLICIES (continued)
2.14 Employee benefits (continued)

(©

(d)

Pension obligations

The Group has a defined contribution retirement
plan and the assets are held in independent
mutual funds. The pension plan is generally
funded by payments from employees and by the
relevant companies within the Group based on a
percentage of the employee’s basic salary.

The Group’s contributions to the defined
contribution retirement plan are expensed as
incurred.

Share option scheme

The Group operates an equity-settled, share-
based compensation plan, known as the Scheme.
The fair value of the employee services received
in exchange for the grant of the options is
recognized 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. 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 recognizes the impact of the
revision of original estimates, if any, in the profit
and loss account, 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.

2.15 Provisions

Provisions are recognized when the Group has a

present legal or constructive obligation as a result of

past events, it is more likely than not that an outflow

of resources will be required to settle the obligation;

and a reliable estimate of the amount can be made.
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Notes to the Financial Statements i8R &R T

2. PRINCIPAL ACCOUNTING POLICIES (continued)

2.16 Revenue recognition

Revenue is recognized when it is probable that the

economic benefits will flow to the Group and when

the revenue can be measured reliably on the following

bases:

(a)

Rental income receivable under operating leases
is recognized in profit or loss on a straight-line
basis over the periods covered by the lease term.

(b) Corporate advisory fees are recognized as revenue
when the agreed services have been provided.

(c) Interest income is recognized on a time
proportion basis using the effective interest
method.

(d) Realized gain/(loss) on trading of securities is
recognized as revenue on a trade date basis.

(e) Unrealized gain/(loss) on trading of securities is
recognized when trading securities are restated
to fair value at the reporting date.

(f)  Dividend income is recognized when the right to
receive payment is established.

2.17 Leases
(@) Operating leases

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
in the profit and loss account on a straight-line
basis over the period of the lease.
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2.

PRINCIPAL ACCOUNTING POLICIES (continued)

2.17 Leases (continued)

(b)  Finance leases
Leases of assets where the Group has
substantially all the risks and rewards of
ownership are classified as finance leases. Finance
leases are capitalized at the lease’s
commencement at the lower of the fair value of
the leased property and the present value of the
minimum lease payments. Each lease payment is
allocated between the liability and finance
charges so as to achieve a constant rate on the
finance balance outstanding. The interest element
of the finance cost is recognized in the profit
and loss account over the lease period so as to
produce a constant rate of interest on the
remaining balance of the liability for each period.

2.18 Related parties

For the purposes of these financial statements, parties
are considered to be related to the Group if the Group
has the ability, directly or indirectly, to control the
party or exercise significant influence over the party in
making financial and operating decisions, or vise versa,
or where the Group and the party are subject to
common control or common significant influence.
Related parties may be individuals (being members of
key management personnel, significant shareholders
and/ or their close family members) or other entities
and include entities which are under the significant
influence of related parties of the Group where those
parties are individuals and post-employment benefit
plans which are for the benefit of employees of the
Group or of any entity that is a related party of the
Group.

2.19 Contingent liabilities and contingent assets

A contingent liability is a possible obligation that arises
from past events and whose existence will only be
confirmed by the occurrence or non-occurrence of one
or more uncertain future events not wholly within the
control of the Group. It can also be a present
obligation arising from past events that is not
recognized because it is not probable that outflow of
economic resources will be required or the amount of
obligation cannot be measured reliably.
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Notes to the Financial Statements i8R &R T

2. PRINCIPAL ACCOUNTING POLICIES (continued) 2.

2.19 Contingent liabilities and contingent assets

TESEE(B)
2IOHRABRAREE (48)

(continued)
A contingent liability is not recognized but is disclosed
in the notes to the financial statements. When a
change in the probability of an outflow occurs so that
the outflow is probable, it will then be recognized as
a provision.

A contingent asset is a possible asset that arises from
past events and whose existence will be confirmed
only by the occurrence or non-occurrence of one or
more uncertain events not wholly within the control
of the Group.

A contingent asset is not recognized but is disclosed
in the notes to the financial statements when an
inflow of economic benefits is probable. When inflow
is virtually certain, an asset is recognized.

FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors

The Group's activities expose it to a variety of financial
risks: market risk (including currency risk and fair value
interest risk), credit risk, liquidity risk and cash flow
interest-rate risk. The Group’s overall risk management
program focuses on the unpredictability of financial
markets and seeks to minimize potential adverse
effects on the Group’s financial performance.
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3. FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)
(@) Market risk

(i)

(ii)

Foreign exchange risk
The Group’s monetary assets and
transactions are principally denominated in
Hong Kong Dollars (“HK$"), United States
Dollars (“USD"), and Renminbi (“"RMB"). The
Group is exposed to foreign exchange risk
arising from the exposure of HK$ against
USD and RMB, respectively. Considering that
the exchange rate between HK$ and USD is
pegged, and that there is insignificant
fluctuation in the exchange rate between
HK$ and RMB, the Group believes its
exposure to exchange rate risk is minimal.
The group has also placed a small portion
of cash on high yield currency linked
deposits. These deposits are linked to either
European currencies or Australian dollars
and will be exposed to the fluctuation of
exchange rates. The Group has policies in
place to ensure that these deposits are
insignificant to limit the exchange rate risk
exposed by the Group on these deposit.

Price risk

The Group is exposed to equity securities
price risk because the Group’s result is
affected by the fluctuation in the market
price of investments held by the Group
which are classified as financial assets at fair
value through profit or loss.

(b) Credit risk
The Group's credit risk is primarily attributable to

trade and other receivables, investments and

bank deposits. The exposures to these credit risks

are monitored on an ongoing basis.
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Notes to the Financial Statements i8R &R T

3. FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(b)

(©

(d

Credit risk (continued)

In respect of trade and other receivables, these
receivables are due within 3 days from the date
of billing. Reminders are sent to the debtors with
balances that are more than 14 days overdue.

In respect of investments and bank deposits, the
Group has diversified its exposures into different
financial institutions. It has policies in place to
assess counterparties and financial institutions
before the Group invests its assets.

Liquidity risk

Prudent liquidity risk management implies
maintaining sufficient cash and marketable
securities, the availability of funding through an
adequate amount of committed credit facilities
and the ability to close out market positions. The
Group has a sound financial position with cash
reserve of approximately HK$123,000,000. In
view of the dynamic nature of the underlying
businesses, the Group aims to maintain flexibility
in funding by keeping committed credit lines
available.

Cash flow and fair value interest rate risk

The Group maintains a strong cash position and
has low cash flow risk. The Group’s interest-rate
risk arises from deposits, other investment
activities and long-term borrowings. The Group
monitors its interest-sensitive investments and
limits interest rate exposure through management
of maturity profile, currency mix and choice of

fixed and floating interest rates.

3. MHARER (&)
3.1 MBRAREZ(

(b)

(©

(d)

&)

1= B & fg ()
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FINANCIAL RISK MANAGEMENT (continued)

3.2 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 bid price.

The fair value of debtors and prepayments, cash and
cash equivalents, creditors and accruals and current
borrowings are assumed to approximate their carrying
amount due to the short-term maturities of these
assets and liabilities.

The fair values of long-term borrowings are estimated
using the expected future payments discounted at
market interest rates.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

In the process of applying the accounting policies described
in Note 2 above, the Group has made the following
judgements that have the most significant effect on the
amounts recognized in the financial statements. The key
assumptions concerning the future, and other key sources
of estimation uncertainty at the balance sheet date, that
have a significant risk of causing a material adjustment to
the carrying amounts of the Group’s assets and liabilities
within the next financial year are disclosed below.

(a) Classification as investment properties and
owner-occupied properties
The Group determines whether the newly acquired
property qualifies as an 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 and the level of
ancillary services provided to the tenants. 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. Taking
into consideration of all the factors, the Group
considers the newly acquired property to be an
investment property.
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4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(b)

(c)

(d)

Estimate of fair value of investment property
The best evidence of fair value is current prices in an
active market for similar property, lease and other
contracts. The Group engages external independent
professional valuers to carry out the valuation annually
on an open market for existing use basis, and adopts
such valuation as the fair value of investment property.
In making the judgement, consideration is given to
assumptions that are mainly based on market
conditions existing at the balance sheet date and
appropriate capitalization rates. These estimates are
regularly compared to the actual market data and
actual transaction available.

Income taxes

It is the Group’s policy to recognize deferred tax assets
for unused tax losses carried forward to the extent
that it is probable that future taxable profits will be
available against which the unused tax losses can be
utilized, based on all available evidence. Recognition
primarily depends on management’s expectation of
future taxable profit that will be available against
which tax losses can be utilized.

Estimated impairment of assets

The Group tests at least annually whether goodwill or
assets that have indefinite useful lives have suffered
any impairment. Other assets, including investment in
subsidiary at the company level, are reviewed for
impairment whenever events or changes in
circumstances indicate that the carrying amount of
the asset exceeds its recoverable amount. The
recoverable amount of an asset or a cash-generating
unit has been determined based on value-in-use
calculations. These calculations require the use of
estimates, such as discount rates, future profitability
and growth rates.

4. EXRGFERAEK (E)

(b)
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TURNOVER AND SEGMENT INFORMATION

The Group engaged in property investment, securities
trading and investment, and the provision of corporate
finance and advisory services during the year. Revenues
recognized are as follows:

BEERIBES
AEERAFERENERE  EHFEER
RE RREHEXBERBERRY - ©#R
M EmT

2005 2004
—EERF —EENF
HK$'000 HK$'000
THET FHETT
Turnover EERE
Corporate advisory fees TEERE 4,923 2,140
Interest income from FE WA
- bank deposits —RITFE 3,840 1,014
— trading investments - REEE 15 394
— currency option attached to BEFERME 2
high yield deposits =i 3 428 =
Rental and other fee income HekHEMmE AWK A 2,641 =
Fair value (loss)/gain from FMEHRBREZCAFE
listed investments (B518) /&7 (28) 191
11,819 3,739
Other revenue H fh iy 3=
Dividend income from listed investments EMELFEEZREKWA 16 -
Total revenue 4a 25 11,835 3,739

Primary reporting format — business segments

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

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

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

¢) the corporate advisory segment is engaged in the
provision of corporate finance and corporate advisory
services.

The interest income in the comparative segment
information, classified under “Corporate and others”
segment, has been reclassified as segment revenue for
“Securities trading and investment” segment to conform
to the above classification.
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TURNOVER AND SEGMENT INFORMATION (continued)

Primary reporting format — business segments (continued)

The segment results, depreciation and capital expenditures
for the years ended 31 December 2005 and 2004 are as

5, BEBRIBER (B)
EEHEHR - EH B ()
HE-TTREFR-FEMF+-A=+-
BULFERBEE - FERAEL MM

follows: K
Securities
trading and
Property investment Corporate
investment RHHEE advisory Unallocated Group
MERE RRE LEBEE KHREE r5H
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT THT FHET THT THET
For the year ended BE_ZTZTHF
31 December 2005 TZA=tT—BLEE
Segment revenue: U
Sales to external customers 9N ERE P 45 & 2,641 4,271 4,923 = 11,835
Segment results DEEE 33,973 4,241 (3,641) = 34,573
Unallocated operating ApEEERA
income and expenses, net &I 5 (22,900)
Finance costs BE KA (1,348)
Share of profits less losses & {5 B & 2 &) i 7l
of associates B (465)
Profit before taxation BR ¢ A1l 4 A 9,860
Taxation 18 (5,793)
Profit attributable to AR R FE 15 i A
shareholders 4,067
Other segment Hittn BEH
information
Depreciation e 64 = 110 908 1,082
Capital expenditure BEARSH 110,000 - 195 5,052 115,247
FHEHMERAT ¢ —TTRFFH 91
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5. TURNOVER AND SEGMENT INFORMATION (continued) &)

Primary reporting format — business segments (continued)

EXBERIBER (B)
FEHEFRX K28 (H)

Securities
trading and
Property investment Corporate
investment HHEE advisory Unallocated Group
MERE kERE LEEME KHREE r5H
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT FHET FHT THT FHET
For the year ended BE-_ZTHNE
31 December 2004 tTZA=+—-HILHFE
Segment revenue: o
Sales to external customers $4NEFHEE = 1,599 2,140 - 3,739
Segment results DEEE - 1,599 (2,090) - (491)
Unallocated operating AABREERA
income and expenses, net & F X F 5 (9,390)
Profit on disposal of B A A F
a subsidiary 1,470
Share of profits less losses &1 Bt & 2 &) s 7
of associates RE R 1,015
Loss before taxation BR AT S 18 (7,396)
Taxation I 1,247
Loss attributable to REELEE
shareholders (6,149)
Other segment Hitt o BEH
information
Depreciation ne - = 115 121 236
Capital expenditure EARZH - - - 558 558

Capital expenditure comprises additions to investment
property (Note 15) and property, plant and equipment (Note

14).

VXL Capital Limited ®  Annual Report 2005

BAXHBRABERENE (HE15 kY
- EERERE(EFE14) -



Notes to the Financial Statements Bfi&RFz KT

TURNOVER AND SEGMENT INFORMATION (continued)

Primary reporting format — business segments (continued)

The segment assets and liabilities as at 31 December 2005

and 2004 are as follows:

5, BXERIBEN(B)
EBREN R - EH 2B (A)
HE-FTTRFR-_FEMF+-A=+-
ALEESBEERARBIMT :

Securities
trading and
Property investment Corporate
investment H#EE  advisory Unallocated Group
MERLRE kRE LEEME XIEEBEH rEH
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT FTAT TAET FTAT FAET
At 31 December 2005 RZZEZTHF+_RA=+—8H
Segment assets NEHEE 164,587 2,385 2,721 7,841 177,534
Bank balances and cash RITEREA S 122,971
Total assets BEEME 300,505
Segment liabilities NEAE 2,090 = 2,156 7,221 11,467
Long-term bank loan REFETER 77,000
Deferred tax liabilities EERBARE 18,526
Total liabilities BEHE 106,993
At 31 December 2004 RZBETWE+ZA=F+—H
Segment assets DEBEE = - 107 1,228 1,335
Bank balances and cash RITERER S 186,672
Interests in associates Bt N B RE 2R 2,286
Total assets BEEHATE 190,293
Segment liabilities DEEE = - 145 923 1,068
Total liabilities BEHE 1,068
HHEHMBERAT o —TTHFFH
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TURNOVER AND SEGMENT INFORMATION (continued) 5. EXERIBEN(B)
Primary reporting format — business segments (continued) TEREFXN-EBHB(E)
Segment assets consist primarily of property, plant and NHEETEHYE  HBIRRE - KEY
equipment, investment property and goodwill, investments ELEE  RERBWHREMRAK - 58
and receivables. Segment liabilities comprise operating BEHRELEBEMER - KAOBEEERBEE
liabilities. Unallocated assets and liabilities mainly represent BEREEFHABHEURAEEESRIT
assets and liabilities used by the corporate office, which MEBNEEREE ZFBEBETEBEL
can not be allocated on a reasonable basis to any segment. MEBBERCEERFHEE -
They exclude items such as deferred tax liabilities and
corporate borrowings.
Secondary reporting format — geographical segments REREFX —ED P
As the Group's revenue, results, assets and liabilities for the HRAEEEZ TR F+_-_A=1+—H
year ended 31 December 2005 are derived from operations LtEEzWE - %25 BERBEHKRES
in Hong Kong, information by geographical segment has BogE  HEWEZIED L 2ER -
not been presented.
STAFF COSTS 6. BERZE
The staff costs disclosed below are for all employees and TXHEEZRBEE (BE2BES 2 (I
include all directors’ emoluments (note 13). F13)) Z BB ¢
2005 2004
—BTHEE —TTNMF
HK$'000 HK$'000
FERT FHBIT
Director fees EEZMe 654 636
Wages,salaries and bonus TE& - HNRIEA 10,189 4,648
Unutilised annual leave ABAZFER 327 (234)
Pension costs — defined contribution plan B {R& KA — F 58 515 2 191 123
Other Hb 682 147
12,043 5,320
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DISPOSAL OF A SUBSIDIARY

On 7 December 2003, the Company entered into an
agreement with Kim Eng Investment Limited (“KEI") (the
“Disposal Agreement”) pursuant to which the Company
had conditionally agreed to dispose of all its 100% equity
interests in Kim Eng Corporate Finance (Hong Kong) Limited
("KECF") and Hart Industries (Far East) Industries Limited
("HIL") and 25% equity interest in Eva Assets Management
Limited (“"EVA").

On 3 March 2004, a supplemental agreement was executed
pursuant to the Disposal Agreement of which the Company
only disposed 100% of all its equity interests in KECF but
retained HIL and EVA.

The disposal of KECF was approved by independent
shareholders at an extraordinary general meeting held on
29 March 2004. The total cash consideration for the
disposal of this subsidiary was HK$5,000,000 and the profit
on disposal was approximately HK$1,470,000.

The results of KECF up to the date of disposal were as
follows:

7.

HEMB LR

RZZEZ=F+ZHEH ' NAQFEKim Eng
Investment Limited ([KEIl) 5] 32 — I8 ) & 3 7%
(THE®BZE]) Bt - ARAABGEREL
EHERESRCERE (BB ARAB([€K
P& ]) RHart Industries (Far East)
Industries Limited ([HIL]) Z & & # 2 & A Eva
Assets Management Limited ([EVA]) 2 25%%
T o

RZZEZNE=ZA=H " AXFREBEHER
BRI —OHERHE Bt ALRELE
HRERPERE 2 2EHRAE - MRBRHIL
REVAZ BR#E ©

BYBRRR—_ZTEWNF=A=-+NBETZ
BRENAEEHELNESREERE - H
B UL B A R 2 838 & KB &5,000,000%
g T B EIEEB R FI41,470,0008 7T ©

BEHERAHSROERMEZEEWT ¢

Period 1 January 2004

to 29 March 2004
“EENE—-HA—HBZE
“EENFE=F=tTHhBHE
HK$'000

FHT

payiig
piin]

Turnover

LTS
I e

B
it

Operating expenses

E:

BR B¢ A1 &5 18

Loss before taxation

2,030
(3,465)

(1,435)
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7. DISPOSAL OF A SUBSIDIARY (continued) HEHBAR (8)
The effect of the disposal is summarized as follows: HESFHZZEZMMmT
2004
—EETNE
HK$'000
T T
Non-current assets EMEEE 24
Current assets MENE E 5,788
Total assets BERBE 5,812
Total liabilities BELEE (2,282)
Net assets BEFE 3,530
Profit on disposal H & 5 Al 1,470
Total consideration BRE 5,000
Satisfied by: AR HI 5 2 A
Cash consideration BERE 5,000
Net cash inflow arising on disposal PEEHEEEZRERATE
Cash received 2 W3R & 5,000
Cash and bank balances disposed of FrEEzB e MRTES (4,980)
20
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8. OPERATING PROFIT/(LOSS)

8. REHEF (BE)

2005 2004
—EZRE —ZTTMF
HK$'000 HK$'000
FTExT FEL
Operating profit/(loss) is arrived at after SEEERT (BR) R
charging/(crediting): Bk, (GFA) A THIE :
Legal and professional fee FERNBEEE 2,208 1,259
Consultancy fee M E 6,844 3,554
Rental income from investment property HEMERS KA (2,641) -
Direct outgoings for investment property REMEFEERX 2,082 =
Rental income after direct outgoings HBREERIZE 2ES KA (559) =
Depreciation e 1,082 236
Loss on disposal of property, plant HEME  HWBERLE
and equipment el k= 89 =
Auditors’ remuneration 1% A0 B &
- audit —EZ 655 302
- non-audit —FERZ 473 25
Net exchange loss/(gain) bE N EE(as)FE 55 (18)
Operating leases — land and building CERE - THREF 2,484 726
Bad and doubtful debts RIZER - 655
9. FINANCE COSTS 9. BMERZE
2005 2004
—ETRE —"ZETMF
HK$’000 HK$'000
FTERT FHBT
Interest on bank loan wholly repayable HBBhFEBBERD
more than five years RITEHRFE 1,307 =
Interest on finance leases BEHEF B 25 -
Other interest expenses H i | B 3 16 -
1,348 -
FHEHMERAT ¢ —TTRFFH
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10. TAXATION 10. BiE
Hong Kong profits tax is calculated at the rate of 17.5% BEMERIIRIE G ERTRFNIZ17.5%
(2004: 17.5%) on the estimated assessable profit. There is ZEERPF  17.5%) ZTHEFTE - HRA
no profits tax provided for the year as the Group did not FEVETMNERTET  REBEARFE
have any assessable profit. B FS TR E R -
The amount of taxation charge/(credit) to the consolidated STAGRABRBRRZHBBIE, (HKE) RAE
profit and loss account represents: UREi=fE
2005 2004
—ETRE —TEMF
HK$'000 HK$'000
FERT FHBIT
Current taxation: BEEFIE ¢
Hong Kong profits tax BB NG
Company and subsidiaries AARREKE AR
— Over provisions in prior years - BAEFEBBERE = (1,247)
Deferred tax (Note 27) EFEFIE (i 7E27) 5,793 =
5,793 (1,247)
Share of associate’s taxation for the year of HK$26,000 REFEMGHE A RHIER26,0008 7T (ZF
(2004: HK$215,000) is included in the consolidated profit ZPUEF - 215,000 L) ERGZE Bm®RE
and loss account as share of profits less losses of associates. RIEAG = R R m AR B 8 o
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10. TAXATION (continued)

11.

12.

The tax on the Group’s profit before tax differs from the

10. Bi1E (%8)

$’§Iﬁ%%ﬁﬁu/mf'JZfRIEﬁiTRLFHZ?/m\’&T

theoretical amount that would arise using the weighted ERZMETATEA g EHN IR RS
average tax rate applicable to results of the consolidated NE - JIET
companies as follows:
2005 2004
—ETRE —_ZETMF
HK$'000 HK$'000
FTER FHBIT
Profit/(loss) before taxation B ATE A (B51E) 9,860 (7,396)
Share of results of associates FEMEEE AR XA 465 (1,015)
Profit/(loss) before taxation BREBE AR A, (B18)

- Company and subsidiaries —ARRE &K B AR 10,325 (8,411)
Tax calculated at 17.5% B E175% E 2B 1,807 (1,472)
Tax effect of non-deductible expenses TR A2 HETE 185 255
Tax effect of non-taxable revenue RHBRAZHEZE (750) (186)
Tax effect on temporary differences THERALREZE2HIA

not recognised % (285) (34)
Overprovision for tax in prior years BEFERIABEREG = (1,247)
Deferred tax assets on tax losses RERTIBEEE 2RLT

not recognised HIBEE 4,836 1,437
Tax charge/(credit) MEXH, (ER) 5,793 (1,247)

PROFIT/(LOSS) ATTRIBUTABLE TO SHAREHOLDERS
The profit/(loss) attributable to shareholders is dealt with in
the accounts of the Company to the extent of loss of
HK$8,406,000 (2004: loss of HK$6,507,000).

BASIC AND DILUTED PROFIT/(LOSS) PER SHARE
The calculation of basic and diluted profit/(loss) per share is
based on the Group’s profit attributable to shareholders of
HK$4,067,000 (2004: loss of HK$6,149,000) and the
weighted average number of 72,000,000 (2004:
72,000,000) ordinary shares in issue during the year.

The basic and diluted profit/(loss) per share are the same as
the Company has no dilutive potential ordinary shares in
issue for the years ended 31 December 2005 and 2004.

M. RREMGRF, (BE)

PR EMEE T (BE) RARARE R ZE
EIRE 58,406,000 T (Z 2 WF : HIE
6,507,000/ 7T) AR -

12. BREARBHERR (BER)

BREAREEREFN (BB DBREBEFAK
& B 2 IR & 14 % 714,067,000 7T (=
P94 : [E5186,149,000/8 1) & B 217 T @A
2 hn#EF 5 572,000,0000% (=TT PO 4F -
72,000,0000%) 5T & o

—ETRER_TTNF
JJ:¢F I BABETYEZC
 MEREAREEERN,
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oS
i o B
B
W@ mg + o

|

A

i

ok

P

-
|

SHEHARDE o —TTHFFH

99




Notes to the Financial Statements Bfi&RFTHIEE

13. DIRECTORS® AND SENIOR MANAGEMENT’S 13. EEREREEEMS

EMOLUMENTS
(a) Directors’ emoluments (a) EE=EM<
The remuneration of the Directors for the year ended BE_ZZRF+-_A=+—HILFE
31 December 2005 is set out below: EEMeRIET
Employer’s
contribution
to pension
scheme
Discretionary Other Ex
Name of Director Fees Salary bonuses benefits** HEHKE Total
EE ne e MiETA Hipfg sl SrEMfN am

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TATL TAT TAT TAT TAT TAT

Datuk LIM Chee Wah (i) - - - - - -
MBESE()

Mr. Percy ARCHAMBAUD-CHAO = 2,137 = 363 10 2,510
jH 5 5E A

Mr. Stephen YUEN Ching Bor 108 265 - - 2 375
RERTE

Ms. Patsy SO Ying Chi - 788 75 - 10 873
HeEmat

Mr. Michael YEE Kim Shing 200 — = - - 200
REREE

Mr. Alan Howard SMITH, J.P. 200 - - - - 200
S ofaAFHT

Dr. Allen LEE Peng Fei, J.P. 71 - - - - 71
FERELAT4T

Mr. Michael CHUM Hon Wang (i)(iii) - - - - - -
B0R 7 5 A (i)

Mr. Alexander AU Siu Kee (iii) 29 - - - - 29
B 5 2 5 A (i)
Mr. Paul Steven SERFATY (iii) 46 - - - - 46

Paul Steven SERFATY 4 4 (iii)

654 3,190 75 363 22 4,304
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13. DIRECTORS’

EMOLUMENTS (continued)

Notes to the Financial Statements Bfi&RFz KT

(a) Directors’ emoluments (continued)

AND SENIOR MANAGEMENT'S

The remuneration of the Directors for the year ended
31 December 2004 is set out below:

Name of Director

Bz

Fees
e
HK$'000
FTAET

Salary
e
HK$'000
TR

13. EEREREBEMNS (B)

(a) ESHME (B

BE-TEMFL-A=+—AILFR

EEMEHINMT -

Employer’s
contribution
to pension
scheme

Discretionary Other Bx

HEKSE
st BB
HK$'000

THT

benefits**

H At 5 R+

HK$'000
TAET

bonuses

MiEEA
HK$'000

FTAET

Total
BnE
HK$'000
FTAET

Datuk LIM Chee Wah (i)
WEEZE()

Mr. Ronald Anthony OOI Thean Yat (ii)(iv) -

PN () ()

Ms. Gloria LEE Woo (ii)(iv)
ZHRFF L L))

Ms. Winnie KONG Lai Wan (ii)(iv)

T B E 2L (ii)(iv)

Mr. Michael CHUM Hon Wang (i)(iii)
BE 7R 5 A )i

Mr. Alan Howard SMITH, J.P.
LHfmATHT

Mr. Michael YEE Kim Shing

Ms. Constance CHOY Hok Man (ii)(iv)
BT 74 (ii)(v)

Mr. CHOW Siu Ngor (ii)(iv)
BNE 5 A (i) v)

Mr. Alexander AU Siu Kee (iii)

B 5T A (i)

Mr. Paul Steven SERFATY (iii)

Paul Steven SERFATY4E 4 (iii)

338

338

636

636

**  QOther benefits include housing allowances.

The above directors’ emoluments were included in staff costs

(Note 6). The staff costs and other operating expenses for

2004 have been amended to conform to this classification.

(i)  Two of the executives directors, Datuk LIM Chee Wah
and Mr. Michael CHUM Hon Wang had waived their
emoluments for the years ended 31 December 2005

and 2004.

(i)  The other directors did not receive any remuneration

from the Group for the year ended 31 December 2004.

(iii)  Resigned in 2005.
(iv)  Resigned in 2004.

= HEMNBREEERR -

tREEMSEFARERANET (HE6)

—TENFRERAREMEEFRXTIEY

Al AEARSE - o

(i) MEATEEHRERE
BEREBE_ZTRFR_TTNF

REERTE

T-A=+T—BIEFEZ#HE -

(i) HEMEFHERIAEEEE

—EE

— ==

F+-A=t—HIEFEZME -

(i) BER-ZETRFEIMT-
vy ER-ZTZTEEIT -
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13. DIRECTORS’ AND SENIOR MANAGEMENT’S

EMOLUMENTS (continued)

(b) Five highest paid individuals
The five individuals whose emoluments were the
highest in the Group for the year comprise of 2
directors and 3 employees (2004: Nil directors and 5
employees). The details of the emoluments payable to
the 3 employees (2004: 5) during the year are
presented below.

13.

EZRSREEEMS (B)

(b)

EEEEHFAL
AEEAEEREGRRTFM 2 ATBE
MEEER=%EE (ZTTHF : &%
E - AAHRER) -REAFEAMZ=
ZEE(ZZTMF : AREER) BB
EHBENNMOT -

2005 2004
—EEREF 2R F
HK$'000 HK$'000
FHET AT
Salaries and other short-term HehEMEHESEN
employee benefits 1,992 2,232
Pension costs — defined RIRE KA — EREMERETE
contribution plan 27 61
Others Hith 207 45
2,226 2,338
Number of individuals
A
2005 2004
—EEREF RN F
Emoluments band = i %5 (2]
HK$0 — HK$500,000 07 7 — 500,000/ 7T - 4
HK$500,001 — HK$1,000,000 500,001 7T — 1,000,000 JT 3 1
3 5
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14. PROPERTY, PLANT AND EQUIPMENT 14. Y% - HBERRE
(a) Group (a) &~&H
Computer
and related
Furniture Office  equipment Motor
and fixtures equipment ERK vehicles Total
BRREE BAZERE HERE AE &t

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TATL TAT TRT TAT

Cost BA
1 January 2005 RZEZERE-HA—H 528 87 470 - 1,085
Acquisition of business Ut B 75 (I 7£32)

(Note 32) 574 - - - 574
Additions NE 2,455 97 393 2,302 5,247
Disposals & (475) (74) (124) = (673)
At 31 December 2005 R-ZZETRF

+-A=+—-H 3,082 110 739 2,302 6,233
Accumulated 23t E

depreciation
At 1 January 2005 R-ZZEZH5¥—-HA—H 260 87 227 - 574
Charge for the year FRRX 649 15 183 235 1,082
Disposals & (349) (72) (107) = (528)
At 31 December 2005 R-ZZETRF

+-A=+—-H 560 30 303 235 1,128
Net book value BREEE
At 31 December 2005 R-_ZELF

+-A=+—H 2,522 80 436 2,067 5,105
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14. PROPERTY, PLANT AND EQUIPMENT (continued)

14, W% BBERRE(E)

VXL Capital Limited ®  Annual Report 2005

(a) Group (continued) (a) X&KH(B)
Computer
and related
Furniture Office  equipment
and fixtures equipment ERR Total
BRAREE BLAEXRE HERE &5t
HK$'000 HK$'000 HK$'000 HK$'000
FET TET FHET FET
Cost AR
At 1st January 2004 RZZEZENF—HF—H 208 91 262 561
Additions nE 347 - 211 558
Disposal HE (27) (4) 3) (34)
At 31st December 2004 RZETMF
+=—A=+—H 528 87 470 1,085
Accumulated R E
depreciation
At 1st January 2004 R-ZZTZTNFE—A—H 128 88 132 348
Charge for the year FRARX 136 3 97 236
Disposal HE (4) (4) (2) (10)
At 31st December 2004 RZETMF
+=—A=+—H 260 87 227 574
Net book value IREFE
At 31st December 2004 RZZTOEF
+=-—RA=+-—8 268 - 243 511
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14. PROPERTY, PLANT AND EQUIPMENT (continued) 14, Y% - BBRZE (B
(b) Company (b) 22 F
Computer
and related
Furniture Office  equipment Motor
and fixtures equipment ERK vehicles Total
BRREE BRLAERE HERE RE &t

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TATL TAT TRT TAT

Cost R A
1 January 2005 RZEZERE-HA—H 323 = 211 = 534
Additions NE 2,337 56 247 1,616 4,256
Disposals = (268) = (34) = (302)
At 31 December 2005 RZZTTREF
+-A=1+—H 2,392 56 424 1,616 4,488
Accumulated 25t E
depreciation
1 January 2005 RZEZERE-HA—H 86 = 36 = 122
Charge for the year FNRX 530 12 118 211 871
Disposals = (141) = (14) = (155)
At 31 December 2005 RZZTTREF
+ZA=+—8° 475 12 140 211 838
Net book value REFE
At 31 December 2005 RZTTREF
+ZA=1t—8H 1,917 44 284 1,405 3,650
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14. PROPERTY, PLANT AND EQUIPMENT (continued)
(b) Company (continued)

15.

(c)

14.

M BBRRE(E)
(b) AT (&)

Computer
and related
Furniture equipment
and fixtures SRR Total
EMREE HEEE &3t
HK$'000 HK$'000 HK$'000
FET FET F& T
Cost R A
At 1 January 2004 RZZZTWFE—H—H = = =
Additions NE 323 211 534
At 31 December 2004 —EEMFE+A=1+—H 323 211 534
Accumulated 2HE
depreciation
At 1 January 2004 N\_ZETWF—H—H = = =
Charge for the year FAFAX 86 36 122
At 31 December 2004 RZEZTWNF+=-_A=+—8H 86 36 122
Net book value IREFE
At 31 December 2004 RZEZTWNF+=-_A=+—8 237 175 412

The net book value of motor vehicles held under
finance leases of the Group and the Company was
HK$1,405,000 (2004: HK$Nil). None of the leases

(c) AEERARRIREMERENMBTEZ
VR E BRI F{E A1,405,0008 0 (ZEE
meE &)  ZEHEMESRIANR

VXL Capital Limited

Annual Report 2005

includes contingent rentals. ® o
INVESTMENT PROPERTY 15. REW*

Group

rEH
2005 2004
—EERE —ZTTMF
HK$'000 HK$'000
THERT T T
At 1 January ®n—H—H = -
Addition (Note 32) ANE (PFEE32) 109,426 -
Fair value gain ANEERF 33,574 =
At 31 December R+=-—A=+—8 143,000 -




Notes to the Financial Statements i8R &R T

15. INVESTMENT PROPERTY (continued)

The investment property is held under long-term lease and
situated in Hong Kong. The investment property was
revalued at 31 December 2005 on an open market value
basis by an independent, professionally qualified valuer,
Knight Frank Hong Kong Limited.

The Group leases out the investment property under
operating leases. The leases typically run for an initial period
of one month to two years, with an option to renew the
lease at the expiry date at which time all terms are
renegotiated. None of the leases includes contingent
rentals.

The Group's total future minimum lease rentals under non-
cancellable operating leases are receivable as follows:

15. REW (&)

REMEDNRBERPEOARBELNURERE -
RENMER _FTTRF+_A=1+—BHHE
VEXSERMGEMRY (FB) BRARR
NREMEEELETER -

AEBERELHERHRENE - ZFEAL
BREEHNASEAEME - I Al £ &R B
BEEY EEURMAGREAENR
o REHOMBEREXREE -

AEERBETAIREECEHERATFHK
DEMKEHERRREESABNT :

2005 2004

—ETHFE —ZTTMF

HK$'000 HK$'000

TERT THAT

Not later than 1 year TiEEE —F 1,823 =
Later than 1 year and not later than 5 years —F A E{BTiB#E A F 348 =
2,171 -

The details of the Group’s investment property are set out
as follows:

AEERENEABHIIMT

Property name Location Lease term

MELR He 4t iR

112 Apartments 112 Chun Yeung Street Serviced apartments Long lease
North Point, Hong Kong

i BB A /NS R BT A

ERE-—B -t %

SHEHARDE o —TTHFFH
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16. GOODWILL 16. HE
Group
KEH
2005 2004
—ETRF —EENF
HK$'000 HK$'000
TH T FHE T
At 1 January R—HA—H - -
Acquisition of business (Note 32) W B8 2 7% (B RE32) 18,314 =
At 31 December R+=-—A=+—8H 18,314 =
17. INTERESTS IN SUBSIDIARIES 17. B A RER
Company
XA F
2005 2004
—ETEF —ETF
HK$'000 HK$'000
THET FHETT
Non-current asset: ERBEE :
Unlisted shares at cost JEETRG - BAAAE 10,000 10,000
Less: impairment provision o ORE R (1,000) (1,000)
9,000 9,000
Amounts due from subsidiaries JiE U B /B8 A B 3R IE = 59
9,000 9,059
Current asset: MENEE -
Amounts due from subsidiaries FE U Bt B A &) 3R 1B 56,597 =
The amounts due from subsidiaries are unsecured, non- FEWMI B AR RIBAERRF  RERKEENX

interest bearing and repayable on demand.
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17. INTERESTS IN SUBSIDIARIES (continued)

17.

The following is a list of principal subsidiaries at 31

December 2005. Principal subsidiaries are those subsidiaries

that are active and have commenced operations.

Principal activities

MEARER (&)
UTHIIR-TERF+-A=+—BE
HEARLE - TEWBARANEERAR
B RN B AT -

Particulars of
issued share
capital/registered

Place of and place of capital
Name incorporation operations BRTRA/ Interest held
=L ARt FEXBEREEHEY A ERFE FEER
2005 2004
“EERE _TITNE
Arrow Star Investment Limited Hong Kong Property investment 1 ordinary share *100% =
in Hong Kong of HK$1
BEREFRAA 2 ERBE REERIET
MERE B R AR
Grand Boom Investments Limited Samoa Investment 1 ordinary share 100% -
in Hong Kong of US$1
ERRERRAA EED ERRETRE REBEARIET
ZEBRKD
Great Partner International Limited Hong Kong Investment 1 ordinary share 100% -
in Hong Kong of HK$1
HBERERAR 0 EEBETRE REERTET
el
Great Partner Investment (Shenzhen) PRC Investment Registered capital 100% -
Limited * in the PRC of HK$8,000,000
MBRERACRI) ARRF ] ERBETRE wt & A&
8,000,000/% 7T
VXL Financial Services Limited Hong Kong Corporate finance 10,000,000 *100% *100%
(formerly known as KE Capital advisory ordinary shares
(Hong Kong) Limited) in Hong Kong of HK$1 each
SHCEXRMEARAA B EEBRELR 10,000,0008%
(ATFEKE Capital (Hong Kong) Limited) AR RS BREEARIET
a5
VXL Management Services Limited Hong Kong ~ Management services 1 ordinary share *100% =
(formerly known as Sonic Plus in Hong Kong of HK$1
Holdings Limited)
SHERBRBERRA BF HEEBREEERYK IREERIBT
(A= EERERAR) Bl e8)

* Shares held directly by the Company.

#  Subsidiary not audited by PricewaterhouseCoopers. The net
assets of the subsidiary not audited by
PricewaterhouseCoopers amounted to approximately 4% of
the Group’s total assets.

This is only a transliteration of the company name. This
company do not have English name.

* BOBRARREERA -

o UHFHBERAMOKESIMERAER KB
NE] o I 3E AR A K B AT A F RS AT E X
ZHBRARIZEEFBENAKREEERELN
#4% o

WHhEZEBEMELNR LM - kR EL
BENAHE -

SHEHARDE o —TTHFFH
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18. INTERESTS IN ASSOCIATES
(a) Group

18. BME N FER

(@) &~&H
2005 2004
—EERE —ZTTMF
HK$'000 HK$'000
FTERT FiBT
At 1 January R—H—H 2,286 2,247
Additions during the year F RN 1 =
Share of (losses)/profits before taxation &5 % Al (B518) /% A (439) 1,230
Share of taxation JE {5 74 I8 (26) (215)
Dividend income received from B U & R R R B A
associates (1,125) (976)
Amount reclassified as other receivable & ¥ 7 48 & H ftb J& I BR X
(Note 22) 2 7E (K sE22) (1,283) -
Share of deficit of an associate DR EAMERNFRIE 2
classified as other payables FE (5 — [ & A Bl 2 B AL
(Note 24) (5 24) 586 -
At 31 December R+-—A=+—H - 2,286

The Group has undertaken to extend financial support
to an associate to make good of its losses. Therefore,
the Group has recognized its share of deficits of the

associate in excess of its investments.

The Group's interests in its associates, all of which are

AEBC AR —HEE R RREME
BB MAEEBRE - At AREER
ERZBERAMEBEMBERARLRE
B e

AEERHEBERR 2 #E (HE EH)

unlisted, are as follows: HEMT :
2005 2004
—EERF —ETIMF
HK$'000 HK$'000
FET FAT
Assets BE 1 2,833
Liabilities afE& (587) (547)
(586) 2,286
Revenues g - 1,751
(Loss)/profit for the year FR(EE) /T (465) 1,015
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18. INTERESTS IN ASSOCIATES (continued)

18. & N TR (B)

(b) Company (b) A2 FE
2005 2004
—EERE _—TEWE
HK$'000 HK$'000
FHET T T
Unlisted shares, at cost N =] - 1,250

(c) Details of the associates are as follows:

(c) MEARHBRIWT :

incorporation Principal Particulars of
Name and operations activities issued share capital Interest held
A TR L K S B TEER ERTRAFE HEER
2005 2004
“EZRE —ZTTNF
Eva Asset Management Hong Kong Investment 5,000,000 *25% *25%
Limited (“EVA") # management ordinary shares
services of HK$1 each
REEERS 5,000,000
BREER
18T EBRKD
Cruise City Holdings Limited British Virgin Investment 100 ordinary shares 30% =
(formerly known as holding of US$1 each
Shine Pacific Investments Limited)
Cruise City Holdings Limited HEERR REZRK 100REREEA
(A1 78 Shine Pacific Investments 1Er2EBRRN
Limited)
Cruise City (Hong Kong) Limited Hong Kong Cruise terminal 1 ordinary share 30% -
(formerly known as development of HK$1
Proteam Services Limited)
Bimp (FB) BRAA ERBHER 1REER
(AIBRARBEERAA) 18T B BRKRD

Shares held directly by the Company.

The intended disposal of the Company’s 25% equity
interest in EVA to Kim Eng Investment Limited (a wholly
owned subsidiary of the former ultimate holding
company) pursuant to an agreement dated 7 December
2003 was mutually revoked by a supplemental
agreement dated 3 March 2004.

On 16 July 2005, the members of EVA passed a special
resolution to voluntarily wind up EVA pursuant to
Section 228(1)(b) of the Companies Ordinance. The
Group's interest in EVA is expected to be recovered
once the administration of the affairs of the voluntary
winding up is completed. The Group has discontinued
the equity method of accounting for the interest in
EVA, and has reclassified the carrying value of the
investment as other receivable in Note 22.

* BROBEARBEEERE °

fORBRZ-ZZZE=F+ZRAtAIIZH
% AREREEHERNEVAZ 25% 55
FKim Eng Investment Limited (B & 2
ERARIZZENMBAR) ZREERK
RZZTTWNFE=A=HBI L2
6 E RE e

R-ZBZAFLA+ARE  AEEKE
RAEEVAZ R BB —BERIRER -
R AR 2 A 5B 5 228(1)(b) 16 BT EVAKE 1T
BEER -  AHAKETRERBEE
BT R EIREVAZ s - AEEE
FUEERROA BEVAER @ I
ZEREFEAEETR DR REMEKRE
R (RHEE22) -

SHEHARDE o —TTHFFH
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19. AVAILABLE-FOR-SALE FINANCIAL ASSETS

19. THHENKEE

Group and Company

AEERADH

Club debentures

BfES

HK$'000

FHBIT

At 1 January 2005 R-ZZEZERF—A—H -

Reclassified from other investments B H % & = 5o H (5220

(Note 20) 256
Changes in fair value taken to reserve BAREB 2 AFEES (:E29)

(Note 29) 220

At 31 December 2005 —EERFE+=ZRA=1+—H 476

There were no disposals or impairment on available-for-sale
financial assets for the year.

FARELENHEEMBEE  BRFE
ERERE -

20. OTHER INVESTMENTS 20. Hth&&E
Group and Company
AEBRARQF

2005 2004
—ETRF —ETWF
HK$'000 HK$'000
FET FAT
Club debentures, at market value SRfES  BME = 256

The club debentures have been reclassified to “Available-
for-sale financial assets” (Note 19) upon adoption of HKAS
32 and HKAS 39.

21. FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS

ERMBEB ST ERENERE S ST EL
FE395R1%  eFIEFCEFOBEAIIHEE
MsEE] (ME19) °

21 BERFPEEBERIRZUBEE

Group and Company

AEERADH
2005 2004
—ETHE —ZTTNMF
HK$'000 HK$'000
FERT FHBIT
Listed equity securities in Hong Kong RHIEEBE BB
held for trading, at market value EWkEES  EmE 591 =

VXL Capital Limited ®  Annual Report 2005




Notes to the Financial Statements i8R &R T

22. TRADE AND OTHER RECEIVABLES 22. ESRHMEWRKIE
Group Company
r5HE NN
2005 2004 2005 2004

—RTRE _TTHS —BBIF _TTOEF
HK$'000  HK$'000  HK$'000  HK$'000
TRR TART TAER TAERT

Trade receivables (note) B 5 AR SR (M) 2,937 - = -
Other receivables H it & 1 B K 2,706 9 87 9
Receivable from EVA in EVAJE 2 J& U BR 31
liquidation (Note 18) (Fif=E18) 1,283 - 1,250 -
Prepayments and deposits BRFERES 3,122 284 2,652 276
10,048 293 3,989 285
(note) The ageing analysis of the trade receivables is as (M) BSRMRR 2RI AT -
follows:
Group
rEH
2005 2004
—EEHE —TTMF
HK$’000 HK$'000
FTER FHET
Within 30 days =+tHR 2,937 =
For trade receivables, the rental income is billed before the MESRWERME @ HEREEHOHHA
commencement of the lease period and the financial ARIENE #H - BHEEREREREE BT
advisory fee’s billing is in accordance with the agreed ZEFEEERL c FTARERTFEA ©

mandates. All billings are due on presentation.
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23. BANK BALANCES AND CASH 23. RITHEBRES
Group Company
rEE b /N
2005 2004 2005 2004

—RTRF _TTNSF —BRIF —TTHHF
HK$'000  HK$'000  HK$'000  HK$'000
TRR TAT TER TAT

Cash at banks and in hand BT FEREE S 11,623 10,538 1,088 5,321
Short term deposits RHEFRITER
with banks 111,348 176,134 111,348 176,134
122,971 186,672 112,436 181,455
The effective interest rate at 31 December 2005 for the NR-_ZTZERF+_A=+—H0 BHEER
short term deposits with banks was within the range of TEROEBRMENF3.90%—431% (ZF
3.90% - 4.31% (2004: 0.08% — 0.40%). These deposits ZMMF : 0.08%—0.40%) ° ZEF 32 5 5
have maturity periods of 7 to 31 days (2004: 7 to 33 days). HEtHBZE=1+—HATF(ZTZTWF : £H
Z=1+=H) -
24. TRADE AND OTHER PAYABLES 24. EFRHMBENRE
Group Company
rEH PN
2005 2004 2005 2004

—REEF -—TINMF -FREE -—TINF
HK$'000 HK$'000 HK$'000 HK$’000
THx  TER  FEE AR

Trade payables (note a) B S5 RENER (fTa) 2,019 - - -
Other payables and accruals £ fth Ji& (< ZUE &
fEstE R 7,730 993 1,799 923
Share of deficit of Efh—MEtE R a2
an associate (Note 18) B4t (M sE18) 586 = = =
Amount due to a related &1 — & BB A &
company (note b) RIB (FI5Eb) = 75 = 75
10,335 1,068 1,799 998
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24. TRADE AND OTHER PAYABLES (continued)
(@) The ageing analysis of the trade payables is as follows:

25.

24, EGRHMENSRE (B)
() BEZEMERZERSTAOT ¢

Group

A%EE

2005
—EZHF
HK$’000
FTHET

2004
2R F
HK$'000
FHET

Within 30 days
31 to 90 days
91 to 180 days

=tHAR
=t—-HEAtH

2,001 =
12 =

hnL+—BZ—8BN+H 6 =

(b) The amount due to a related company as at 31

December 2004 represented the amount payable for

management and administrative fee. It is unsecured,

2,019 =

b) R=ETME+=A=+—AEH—H
BRAAREARNEERTRE R
B RHEABER  REREERE

interest free and repayable on demand. BT o
LONG-TERM BANK LOAN 25. RMMITER
At 31 December 2005, the secured Hong Kong dollar bank RZBEZRF+-_RA=+—H  EFfFHER
loan was repayable as follows: BITERMAT
Group
rEH
2005 2004
—EERE _—_ZTTMF
HK$’000 HK$'000
FTER FHET
Within 1 year — current portion — RN — B 7 2,174 =
Between 1 and 2 years —EEMEH 6,788 =
Between 2 and 5 years MEZERFRH 22,982 =
Over 5 years FFEMNRE 45,056 -
Non-current portion JERNERER 10 74,826 =
77,000 -

SHEHARDE o —TTHFFH
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26.

25. LONG-TERM BANK LOAN (continued) 25 REBRITER(E)
The bank loan is secured over the investment property of BITERAAERREMEEA T FRK
the Group (Note 15) for a period of 10 years. The effective # (W H15) c RZTETERAEFTHA=+—
interest rate as at 31 December 2005 was 6% (2004: Nil). H:  BEREFEE6%(ZTZTNE : &) -
During the year, a term loan facility of HK$11,000,000 FR - RITRESFEE1,000,0008 7T (=ZF
(2004: Nil) was granted by the bank and was unutilized as TF : E)NEHEREE  ZEREER
at 31 December 2005. —EERAFETA=T—BURHEIHA °
OBLIGATIONS UNDER FINANCE LEASES 26. Eﬂlﬁ*ﬂ%ﬁ#
At 31 December 2005, the Group and the Company had —EERFT_HA=1+—H8 AKEEEX
obligations under finance leases repayable as follows: /N T%Eﬁﬁﬂ NREREAENT -
Group and Company
AEERAKD A
2005 2004
—EERE —ZTTMF
HK$'000 HK$'000
FTERT FiBT
Finance lease liabilities — minimum MEHSEAE—HEESR5E :
lease payments:
Not later than 1 year TiERE —F 508 =
Later than 1 year but not later than 5 years —F M EBTHBE A F 729 -
1,237 -
Future finance charges on finance leases MEHSEAEREER (105) -
1,132 -
The present value of finance lease liabilities BtEHEREIRMELW T
is as follows:
Not later than 1 year — current portion TidE—F — B A E 7 465 -
Later than 1 year but not later than 5 years —F A EBTBEAF 667 =
1,132 -

The effective interest rate as at 31 December 2005 on the
finance leases ranges from 5.6% to 6.6% (2004: Nil).

Lease liabilities are effectively secured as the rights to the

leased asset revert to the lessor in the event of default.
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27. DEFERRED TAX LIABILITIES 27. EEBEEE
Deferred tax assets and liabilities are offset when there is a fisl %5 IR AT ORI SH RV RE R - T iR AE 7 IR B
legally enforceable right to offset and when such accounts F— B HERER - B HEEHIESEH
relate to the same fiscal authority. The offset amounts are BEEMEEE - WEFOT :
as follows:
Group
AEE
2005 2004
—ZETHRFE —ZTTMF
HK$'000 HK$'000
FER FAT
Deferred tax assets REBIEEE 396 =
Deferred tax liabilities REFRIBAEE (18,922) =
(18,526) -
The components of deferred tax assets/(liabilities) TR HEEEABRIBERANELEHIEE
recognized in the consolidated balance sheet and the E/(ABE)EAEREZHMNT
movements during the year are as follows:
Investment Tax
property losses Total
REME BIEEE k]
HK$'000 HK$'000 HK$'000
FHBIL FHBIT FHBL
At 1 January 2005 RZZEZHRF—F—H - - -
Acquisition of business (Note 32) 4B %7 (Hf5£32) (12,733) = (12,733)
(Charged)/credited to profitand (& B) 5 A8
loss account (Note 10) = HR (MEE10) (6,189) 396 (5,793)
At 31 December 2005 RZZTRHF
+=—A=+—H (18,922) 396 (18,526)
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27. DEFERRED TAX LIABILITES (continued) 27. EEBEAE (B)
Unrecognized deferred tax assets/(liabilities) are as follows: ABRZEBELEHBEE/ (BB BT
2005 2004
—EERE —ZTTMF
HK$'000 HK$'000
FERT FHBIT
Unused tax losses REBBZHIBERE 7,654 2,818
Accelerated (tax)/depreciation allowance MR (FHE) I EEE (253) 47
7,401 2,865
At 31 December 2005, the Group has unused tax losses of RZEZTRF+-_A=1+—8 A~5E%#E
approximately HK$43,735,000 (2004: HK$16,105,000) to A B AR RERTWA Z RBATIA
carry forward against future taxable income. No deferred &5 18 49 & 43,735,000 T (Z T T /0 & -
tax asset has been recognized in respect of the tax losses. 16,105,000/ 7T) ° HERTI BB ERERELT
Such tax loss has no expiry date under the current tax MIBEE - RBREAIRBKKRD - ZEREE
legislation. BIWEERBH -
28. SHARE CAPITAL 28. R
2005 2004
—EERFE —TTNF
HK$’'000 HK$'000
TR FHIT
Authorised: AR
200,000,000 ordinary shares of 200,000,0004% & % &
HK$0.20 each 0.20/8 T 2 & B 40,000 40,000
Issued and fully paid: EBETRAR
72,000,000 ordinary shares of 72,000,0000% & i% H &
HK$0.20 each 0.20/8 T 2 & @ARAR 19 14,400 14,400
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29. RESERVES 29. B
(a) Group (a) AEMH
Available- for-
sale financial
Share  assets reserve Capital Retained
premium MHHE reserve earnings Total
ROEE MBEEERE Exiife RERH Bg
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TRT TET TET TR TRT
At 1 January 2004 RZZEME
= 116,612 = 39 64,323 180,974
Net loss for the year ERRRER
attributable to BRTE
shareholders - - - (6,149) (6,149)
At 31 December 2004 R-ZZZMEF
+-A=+-H 116,612 = 39 58,174 174,825
At 1 January 2005 ZZZh§-A-H
As previously reported AT 2R 116,612 - 39 58,174 174,825

Opening adjustment for ~ FAE AN HFRE
the adoption of HKFRS 3 %8155 35 Ffr{

HOHE - - (39) 39 =
As restated BE3 116,612 - - 58,213 174,825
Changes in fair value of AL EBHFEE
available-for-sale AVEE
financial assets - 220 - - 220
Net profit for the year ERRRER
attributable to a3
shareholders - - - 4,067 4,067
At 31 December 2005 RZZZRE
+-RA=1-H 116,612 220 - 62,280 179,112

SHEHARDE o —TTHFFH 119




Notes to the Financial Statements Bfi&RFTHIEE

120

29. RESERVES (continued) 29. f&E (&)
(b) Company (b) &EAF
Available-for-
sale financial
Share assets reserve Retained
premium AfEE earnings Total
R EE BREERE REREF k)
HK$'000 HK$'000 HK$'000 HK$'000
FHT FHBT FHBT FHLT
At 1 January 2004 R-_ZEZWE—HF—H 116,612 - 67,489 184,101
Loss for the year ENEE - - (6,507) (6,507)
At 31 December 2004 RZZTNE
and 1 January 2005 +ZA=+-8%
—“TERF—F—H 116,612 - 60,982 177,594
Changes in fair value of ~ At ERBEE
available-for-sale DNEEZE
financial assets - 220 - 220
Loss for the year ENEBE - - (8,406) (8,406)
At 31 December 2005 RZZEZTRF
+-A=1+—~H 116,612 220 52,576 169,408
30. CONTINGENCIES 30. IAREE

One of the Company’s subsidiaries, VXL Financial Services
Limited (formerly known as KE Capital (Hong Kong) Limited
(“VXLFSL") was sued by a third party (the “plaintiff”) under
a High Court action for the payment of HK$712,000 in
respect of printing, translation and advertising services
rendered to a customer of VXLFSL, of which VXLFSL acted
as the financial adviser in a financial transaction.

The directors are of the opinion that the amount in dispute
should be borne by the customer and the Group has no
obligation in respect of the services rendered by the
plaintiff. Up to the date of approval of these financial
statements, there is no further action taken by the plaintiff
and the litigation is still pending.
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A7) (BT 8 KE Capital (Hong Kong) Limited)
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31. COMMITMENTS

(a)

(b)

31. &Ik
Operating lease commitment (a) REHERE
At 31 December 2005, the Group had commitments R_BEZTRF+-_A=1+—H £A£E
under non-cancelable operating leases in respect of BEIATHELCLEHEERRATFRX
rented premises, which fall due as follows: NzHEWEZAENT :
—E2RHE —TTNF
HK$'000 HK$'000
TERT FHBT
Not later than 1 year TiRE —F 3,171 861
Later than 1 year and not later than —FEETERRF
5 years 3,198 274
6,369 1,135

Commitment

The Group has 30% effective interest in Cruise City
Holdings Limited (“CCHL") and its subsidiary, Cruise
City (Hong Kong) Limited, which submitted an
Expression of Interest to the HKSAR Government for
the New Cruise Terminal Development in December
2005. Pursuant to a joint venture agreement dated 8
December 2005, the Company has committed to
advance approximately HK$3,000,000 to CCHL of
which as at 31 December 2005, the Group has
recognized a provision of HK$586,000 thereof (Note
18), representing its share of the expenses pursuant
to the joint venture agreement.

IR

7N £ [ # A Cruise City Holdings Limited
([CCHLI) 30% M B #Es - M EMTE R
AHGHEREB)BRAGERSTRF
TZARBARFINTHREBFRER 7
HERGBHBEHAEENERNS - BE
—ETRFF+ZANBFEIYZ— A
L - NND RIS A A CCHLE {4 49
3,000,000/ c R—ZETRFE+ A=
+—H - RNEEE SR IERE?R 586,000
BITHBE (HisE18) » MEREA 2 W
BIER AL o
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32. BUSINESS COMBINATIONS 32.

On 9 September 2005, the Group acquired a block of
serviced apartments located at 112 Chun Yeung Street,
North Point, together with certain furniture and equipment
and existing tenancies. This acquisition constitutes a
business combination. The acquired business contributed
revenues of HK$2,641,000 and operating profit of
HK$399,000 and fair value gain of HK$33,574,000 to the
Group for the period from 9 September 2005 to 31
December 2005.

Details of net assets acquired and goodwill are as follows:

tESH

ZEERFENANE AEBERE RN
TtAERF BT -HNBRERAE - A
REFTEM  S[ERRAEL - ZBEBEX
—Bo¥eH R_TETAFALANBE=
TTRFE+-A=Z+—BLHE - ZWEE
BRAEEEE WE2,641,0008 T @ &£&%
399,000/ 7T & A F {E & F) 33,574,000/
= .

PR EEFERBEFBET ¢

HK$'000
FA&T

Purchase consideration: WHERE :
— Cash paid —-YEE 33,000
— Direct costs of acquisition —BEEREKAR 5,581
— Mortgage loan drawn down (Note 25) —RB\BE R (K5 25) 77,000
Total purchase consideration WhE R (B 45 115,581
Fair value of net assets acquired (note) i s & ERTE (B 97,267
Goodwill (Note 16) = (FI5E16) 18,314

(note) Fair values of assets and liabilities acquired

() B EER BB ZRATE

HK$'000

FAT

Investment property (Note 15) K&y E (FE15) 109,426
Property, plant and equipment (Note 14(a)) #% - #28 K& & (FifiE14()) 574
Deferred tax liabilities (Note 27) EEFBEE (HE27) (12,733)
Net assets acquired Fri s & E 5 E 97,267
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33. RELATED PARTY TRANSACTIONS B, BAHARS
The following transactions are carried out with related
parties: BN ET 2R SEHINMAT
(a) Purchases of services (a) BER®

The Company contracted VXL Management Sdn Bhd,
a corporation controlled by a director of the Company
and a connected party under the definition of the
Listing Rules 14A.31, to provide management and
administrative services to the Group. The management
and administrative fee paid and payable for the year
ended 31 December 2005 is HK$183,000 (2004:
HK$75,000).

VXL Financial Services Limited (“VXLFSL"), a wholly-
owned subsidiary of the Company, engaged Kim Eng
Corporate Finance (Hong Kong) Limited (“KECF") to
provide professional services. Two of VXLFSL's directors
were also directors of KECF during the year. The
amount paid and payable for the year ended 31
December 2005 is HK$1,806,000 (2004: HK$Nil).

(b) Sales of services (b)
During the year, VXLFSL provided certain professional
services to KECF. The amount received and receivable
for the year ended 31 December 2005 is
HK$1,430,000 (2004: HK$Nil).

NAE B VXL Management Sdn Bhd
(—HBAAR—BEERBE(ETR
BIDZE 14A 316 FTE 2 M B8 A L FTiE
ZRARNEINAH Bt MASEIRHE
BRITBERRY REE-_ZTTREF
+tZRA=+—HLFE BFREMNE
BRITBEEREZE183,0008 L (ZFF
P94 : 75,0005 7T)

ARAZ2ENBARIENOCERMEER
REAN([EMEERE ) EASECER
BEB)ERRAI([@REERE]) R
HEERE  MEYCEREMUES
FATRKRTSRCEREES - 1
HE_ZTRAF+-_A=+—HLHF
E - BT R ERFIE % 1,806,0007 It
(ZZTWMF : &) o

RERE

FR - BHCERERNSRAERER
HETEERLE - REEZE-_TTHF+
ZRA=+—HLFE BB ERERFKIE
#1,430,0008 L (ZEZMWE : &) o

(c) Key management compensation (c) FEEEEMS
2005 2004
—ETHFE —ZETMF
HK$’000 HK$'000
TERT FH T
Salaries and other short-term FehEMEHEBREN

employee benefits 5,874 1,422

Pension costs — defined RIKRE A — E R REE
contribution plan 59 55
Others HAth 570 45
6,503 1,522
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34.

35.

36.

37.

VXL Capital Limited

PUT OPTION AGREEMENT

In conjunction with the acquisition exercise undertaken by
VXL Capital Partners Corporation Limited in December 2003
for the purchase of a controlling stake of 70.01% of the
Company’s issued and paid up share capital, the Company
has entered into a Put Option Agreement (the “Put Option
Agreement”) on 7 December 2003 with Kim Eng Holdings
Limited (“KEHL"), the vendor of the said shares.

Pursuant to the Put Option Agreement, the Company is
granted a Put Option under which the Company has a
right, but not an obligation, to require KEHL to purchase
the Company’s 100% equity interests in VXL Financial
Services Limited (formerly known as KE Capital (Hong Kong)
Limited) at a fixed consideration of HK$9,000,000 at any
time during the period from the completion of the Put
Option Agreement to twelve months thereafter.

The Company did not exercise the Put Option within the
twelve months period in accordance with the Put Option
Agreement, and the Put Option lapsed on 29 March 2005.
Both the Group and KEHL have mutually discharged each
other from the duties and liabilities under the Put Option
Agreement.

EVENT AFTER THE BALANCE SHEET DATE

On 7 March 2006, VXL Properties Holdings Limited (“VXL
Properties”), a wholly-owned subsidiary of the Company,
entered into an agreement to acquire the entire issued share
capital of Rich Field International Limited (“Rich Field”),
which holds the right to acquire a property in Shanghai, for
a total consideration of HK$5 million. Upon completion of
the acquisition, the Group is obliged to purchase the
property at a consideration of approximately HK$446.8
million. The total consideration on the acquisition amounts
to approximately HK$451.8 million

Such acquisition is subject to approval of the Company’s
shareholders in general meeting.

COMPARATIVE FIGURES

Certain comparative figures have been reclassified as a
result of the changes in accounting policies as disclosed in
Note 2.1, 5, 10 and 13.

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements on pages 59 to 124 were approved
by the board of directors on 13 April 2006.
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34.

35.

36.

37.

w8 o HA #E thh R

RZZTZ=4%+=H - VXL Capital Partners
Corporation Limitedi# /T Y - DABE AR A 7]
ZBEITRAEIRAT0.01% FERESN - R
—EE=F+ A+ HAARQAJEKmM Eng
Holdings Limited ([KEHL]) (_Eitif% ) 2 & F5)
SRR S ([RGB RE]) -

BEZRLAERZARARER TR H
BBt AARAR(BEWIEAEMR) EX
KEHLR R G R T E AR 2+ = @A
HIRAEAER - % EE <K {E9,000,0007%8
T BEARAREMCEREFR AR (A
78 & KE Capital (Hong Kong) Limited) 2 100%
kg -

RARIRERER BB EET @A
HEATERLRE - ZREPERZZE
FFE=ZA=-FThBXK  RNEEKKEHLS &
EfBE—AERBEREMAERTZER R
EE-

EEEERAAREE

RZEERNF=ZA+H ARA—H2EH
BAREHEERABRAR ([EME])
5137 — T8 BA 48 KX {8 5,000,000 7T U 38 = 35
BERAR ([EE]) 2% - S FERE
—HEBWENER - ZBBEERE A&
B A & E1£4446,800,0008 T2 R EEE %
ME o Wi 2 BREX H451,800,000/8 7T °

ZRBEGARABPRNBRAEG LA -

HEEF
ETUHEHRFERSHHRERNMEFT H
o SR M3E2.1,5 10RI13FA{ERE -

it B 7% R R
EXEOR_FTERFHAT=AEHRN
FREATNE-—B-_THEZHBRE -



