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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2006

1. GENERAL

The Company is incorporated in Bermuda as an exempted company with limited liability and its shares are
listed on The Stock Exchange of Hong Kong Limited (the ”“Stock Exchange”). The addresses of the
registered office and principal place of business of the Company are disclosed on page 2 of the annual
report.

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

The Company is an investment holding company. The activities of its principal subsidiaries are set out in
note 41.

2. APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRS")

In the current year, the Group has applied, for the first time, a number of new standards, amendments
and interpretations (“new HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA™) that are either effective for accounting periods beginning on or after 1 December 2005 or 1
January 2006. The adoption of the new HKFRSs had no material effect on how the Group’s results and
financial position for the current or prior accounting periods have been prepared and presented. Accordingly,
no prior year adjustment has been required.

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

HKAS 1 (Amendment) Capital disclosures !

HKFRS 7 Financial instruments: Disclosures

HKFRS 8 Operating segments 2

HK(IFRIC) — INT 7 Applying the restatement approach under HKAS 29 Financial Reporting in
Hyperinflationary Economies ?

HK(IFRIC) — INT 8 Scope of HKFRS 2 #

HK(IFRIC) — INT 9 Reassessment of embedded derivatives °

HK(IFRIC) — INT 10 Interim financial reporting and impairment ©

HK(IFRIC) — INT 11 HKFRS 2 — Group and Treasury Share Transactions”’

HK(IFRIC) — INT 12 Service concession arrangements @

! Effective for accounting periods beginning on or after 1 January 2007.

’ Effective for accounting periods beginning on or after 1 January 2009.

; Effective for accounting periods beginning on or after 1 March 2006.

4 Effective for accounting periods beginning on or after 1 May 2006.

° Effective for accounting periods beginning on or after 1 June 2006.

B Effective for accounting periods beginning on or after 1 November 2006.
/ Effective for accounting periods beginning on or after 1 March 2007.

8 Effective for accounting periods beginning on or after 1 January 2008.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2006

3. SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared under the historical cost basis except for
certain properties and financial instruments, which are measured at revalued amounts or fair values, as
explained in the accounting policies set out below.

The consolidated financial statements have been prepared in accordance with HKFRSs issued by the
HKICPA. In addition, the consolidated financial statements include applicable disclosures required by the
Rules Governing the Listing of Securities on the Stock Exchange and by the Hong Kong Companies
Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities
controlled by the Company (its subsidiaries). Control is achieved where the Company has the power to
govern the financial and operating policies of an entity so as to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated
income statement from the effective date of acquisition or up to the effective date of disposal, as
appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting
policies into line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses are eliminated on consolidation.

Minority interests in the net assets of consolidated subsidiaries are presented separately from the Group's
equity therein. Minority interests in the net assets consist of the amount of those interests at the date of
the original business combination and the minority’s share of changes in equity since the date of the
combination. Losses applicable to the minority in excess of the minority’s interest in the subsidiary’s equity
are allocated against the interests of the Group except to the extent that the minority has a binding
obligation and is able to make an additional investment to cover the losses.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and represents amounts
receivable for goods sold and securities trading and investment in the normal course of business, net of
discounts and sales related taxes.

Trading of securities is recognised on trade date basis when the relevant contracts are executed.
Sales of goods are recognised when goods are delivered and title has passed.

Dividend income from investments is recognised when the Group’s rights to receive payment have been
established.

Interest income from a financial asset is accrued on a time basis, by reference to the principal outstanding
and at the effective interest rate applicable, which is the rate that exactly discounts the estimated future
cash receipts through the expected life of the financial asset to that asset’s net carrying amount.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2006

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Investment properties

On initial recognition, investment properties are measured at cost, including any directly attributable
expenditure. Subsequent to initial recognition, investment properties are measured using the fair value
model. Gains or losses arising from changes in the fair value of investment property are included in profit
or loss for the period in which they arise.

An investment property is derecognised upon disposal or when the investment property is permanently
withdrawn from use or no future economic benefits are expected from its disposal. Any gain or loss
arising on derecognition of the asset (calculated as the difference between the net disposal proceeds and
the carrying amount of the asset) is included in the consolidated income statement in the year in which
the item is derecognised.

Property, plant and equipment

Property, plant and equipment, other than construction in progress, are stated at cost or fair value less
subsequent accumulated depreciation and accumulated impairment losses.

Construction in progress represents property, plant and equipment in the course of construction for
production or for its own use purposes. Construction in progress is carried at cost less any recognised
impairment loss. Construction in progress is classified to the appropriate category of property, plant and
equipment when completed and ready for intended use. Depreciation of these assets, on the same basis
as other property assets, commences when the assets are ready for their intended use.

Buildings held for use in the production or supply of goods or services, or for administrative purposes, are
stated in the balance sheet at their revalued amounts, being the fair value at the date of revaluation less
any subsequent accumulated depreciation and any subsequent accumulated impairment losses. Revaluations
are performed with sufficient regularity such that the carrying amount does not differ materially from
that which would be determined using fair values at the balance sheet date.

Any revaluation increase arising on the revaluation of buildings is credited to the building revaluation
reserve, except to the extent that it reverses a revaluation decrease of the same asset previously recognised
as expense, in which case the increase is credited to the consolidated income statement to the extent of
the decrease previously charged. A decrease in carrying amount arising on revaluation of an asset is dealt
with as an expense to the extent that it exceeds the balance, if any, on the building revaluation reserve
relating to a previous revaluation of that asset. On the subsequent sale or retirement of a revalued
property, the attributable revaluation surplus is transferred directly to retained profits.

Depreciation is provided to write off the cost or fair value of items of property, plant and equipment,
other than construction in progress, over their estimated useful lives and after taking into account of
their estimated residual value, using the straight-line method.

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. Any gain or loss arising on the
derecognition of the asset (calculated as the difference between the net disposal proceeds and the
carrying amount of the item) is included in the consolidated income statement in the year in which the
item is derecognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2006

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Investment in an associate

An associate is an entity over which the investor has significant influence and that is neither a subsidiary
nor an interest in a joint venture.

The results and assets and liabilities of an associate are incorporated in these consolidated financial
statements using the equity method of accounting. Under the equity method, investment in an associate
is carried in the consolidated balance sheet at cost as adjusted for post-acquisition changes in the Group'’s
share of the net assets of the associate, less any identified impairment loss. When the Group’s share of
losses of an associate equals or excess its interest in that associate (which includes any long-term interests
that, in substance, form part of the Group’s net investment in the associate), the Group discontinues
recognising its share of further losses. An additional share of losses is provided for and a liability is
recognised only to the extent that the Group has incurred legal or constructive obligations or made
payments on behalf of that associate.

Any excess of the cost of acquisition over the Group’s share of the net fair value of the identifiable assets,
liabilities and contingent liabilities of the associate recognised at the date of acquisition is recognised as
goodwill. The goodwill is included within the carrying amount of the investment and is assessed for
impairment as part of the investment.

Any excess of the Group’s share of the net fair value of the identifiable assets, liabilities and contingent
liabilities over the cost of acquisition, after reassessment, is recognised immediately in profit or loss.

Where a group entity transacts with an associate of the Group, profits and losses are eliminated to the
extent of the Group’s interest in the relevant associate.

Non-current assets held for sale

Non-current assets and disposal groups are classified as held for sale if their carrying amount will be
recovered principally through a sale transaction rather than through continuing use. This condition is
regarded as met only when the sale is highly probable and the asset (or disposal group) is available for
immediate sale in its present condition.

Non-current assets (and disposal groups) classified as held for sale are measured at the lower of the
assets’ (disposal groups’) previous carrying amount and fair value less costs to sell.

Prepaid lease payments

Prepaid lease payments of land under operating lease are charged to the consolidated income statement
on a straight-line basis over the lease terms.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments

Financial assets and financial liabilities are recognised on the consolidated balance sheet when a group
entity becomes a party to the contractual provisions of the instrument. Financial assets and financial
liabilities are initially measured at fair value. Transaction costs that are directly attributable to the acquisition
or issue of financial assets and financial liabilities (other than financial assets and financial liabilities at fair
value through profit or loss) are added to or deducted from the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair value through profit or loss are recognised
immediately in profit or loss.

Financial assets

The Group’s financial assets are classified into one of the three categories, including financial assets at
fair value through profit or loss, loans and receivables and available-for-sale financial assets. All regular
way purchases or sales of financial assets are recognised and derecognised on a trade date basis. Regular
way purchases or sales are purchases or sales of financial assets that require delivery of assets within the
time frame established by regulation or convention in the marketplace. The accounting policies adopted
in respect of each category of financial assets are set out below.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss comprise investments held for trading. At each balance
sheet date subsequent to initial recognition, financial assets at fair value through profit or loss are
measured at fair value, with changes in fair value recognised directly in profit or loss in the period in
which they arise.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. At each balance sheet date subsequent to initial recognition, loans and
receivables including loan notes, convertible bonds, amount due from a minority shareholder, debtors,
loan receivables, pledged bank deposits and bank balances are carried at amortised cost using the
effective interest method, less any identified impairment losses. An impairment loss is recognised in profit
or loss when there is objective evidence that the asset is impaired, and is measured as the difference
between the asset’s carrying amount and the present value of the estimated future cash flows discounted
at the original effective interest rate. Impairment losses are reversed in subsequent periods when an
increase in the asset's recoverable amount can be related objectively to an event occurring after the
impairment was recognised, subject to a restriction that the carrying amount of the asset at the date the
impairment is reversed does not exceed what the amortised cost would have been had the impairment
not been recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2006

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)
Financial assets (Continued)
Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated or not classified as loans
and receivables and financial assets at fair value through profit or loss. At each balance sheet date
subsequent to initial recognition, available-for-sale financial assets are measured at fair value. Changes in
fair value are recognised in equity, until the financial asset is disposed of or is determined to be impaired,
at which time, the cumulative gain or loss previously recognised in equity is removed from equity and
recognised in profit or loss. Any impairment losses on available-for-sale financial assets are recognised in
profit or loss. Impairment losses on available-for-sale equity investments will not be reversed in profit or
loss in subsequent periods.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group entity are classified according to the substance
of the contractual arrangements entered into and the definitions of a financial liability and an equity
instrument.

An equity instrument is any contract that evidences a residual interest in the assets of the Group after
deducting all of its liabilities. The accounting policies adopted in respect of financial liabilities and equity
instruments are set out below.

Financial liabilities

Financial liabilities including creditors, customers’ deposits and other borrowings are subsequently measured
at amortised cost, using the effective interest method.

Equity instruments

Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue
costs.

Derivative financial instruments

Derivative financial instruments are initially measured at fair value at the date a derivative contract is
entered into and are subsequently remeasured to their fair value at each balance sheet date.

Embedded derivatives

Derivatives embedded in non-derivative host contracts are treated as separate derivatives when their risks
and characteristics are not closely related to those of the host contracts and the host contracts are not
measured at fair value with changes in fair value recognised in profit or loss.




Annual Report 2006

., el
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2006

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Derecognition

Financial assets are derecognised when the rights to receive cash flows from the assets expire or, the
financial assets are transferred and the Group has transferred substantially all the risks and rewards of
ownership of the financial assets. On derecognition of a financial asset, the difference between the
asset’s carrying amount and the sum of the consideration received and receivable and the cumulative gain
or loss that had been recognised directly in equity is recognised in profit or loss.

Financial liabilities are derecognised when the obligation specified in the relevant contract is discharged,
cancelled or expires. The difference between the carrying amount of the financial liability derecognised
and the consideration paid and payable is recognised in profit or loss.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is calculated using the weighted
average method.

Impairment

At each balance sheet date, the Group reviews the carrying amounts of its assets to determine whether
there is any indication that those assets have suffered an impairment loss. 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, unless the relevant
asset is carried at a revalued amount under another HKFRS, in which case the impairment loss is treated
as a revaluation decrease under that HKFRS.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the
revised estimate of its recoverable amount, such that 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. A reversal of an impairment loss is recognised as income immediately, unless the relevant
asset is carried at a revalued amount under another HKFRS, in which case the reversal of the impairment
loss is treated as a revaluation increase under that HKFRS.

Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profit as
reported in the consolidated income statement because it excludes items of income or expense that are
taxable or deductible in other years and it further excludes items that are never taxable or deductible. The
Group’s liability for current tax is calculated using tax rates that have been enacted or substantively
enacted at the balance sheet date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2006

3. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Taxation (Continued)

Deferred tax is recognised on differences between the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding tax base used in the computation of taxable
profit, and is accounted for using the balance sheet liability method. Deferred tax liabilities are generally
recognised for all taxable temporary differences and deferred tax assets are recognised to the extent that
it is probable that taxable profits will be available against which deductible temporary differences can be
utilised. Such assets and liabilities are not recognised if the temporary difference arises from goodwill or
from the initial recognition (other than in a business combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of
the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is
settled or the asset is realised. Deferred tax is charged or credited to profit or loss, except when it relates
to items charged or credited directly to equity, in which case the deferred tax is also dealt with in equity.

Borrowing costs

All borrowing costs are recognised as and included in finance costs in the consolidated income statement
in the period in which they are incurred.

Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks
and rewards of ownership to the lessee. All other leases are classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised in the consolidated income statement on a straight-
line basis over the term of the relevant lease. Initial direct costs incurred in negotiating and arranging an
operating lease are added to the carrying amount of the leased asset and recognised as an expense on a
straight-line basis over the lease term.

The Group as lessee

Rentals payable under operating leases are charged to profit or loss on a straight-line basis over the term
of the relevant lease. Benefits received and receivable as an incentive to enter into an operating lease are
recognised as a reduction of rental expense over the lease term on a straight-line basis.
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Retirement benefits scheme

Payments to the Group’s defined contribution scheme or Mandatory Provident Fund Scheme are charged
as an expense when employees have rendered service entitling them to the contributions.

Foreign currencies

In preparing the financial statements of each individual group entity, transactions in currencies other than
the functional currency of that entity (foreign currencies) are recorded in the respective functional currency
(i.e. the currency of the primary economic environment in which the entity operates) at the rates of
exchanges prevailing on the dates of the transactions. At each balance sheet date, monetary items
denominated in foreign currencies are retranslated at the rates prevailing on the balance sheet date. Non-
monetary items carried at fair value that are denominated in foreign currencies are retranslated at the
rates prevailing on the date when the fair value was determined. Non-monetary items that are measured
in terms of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on the translation of monetary
items, are recognised in profit or loss in the period in which they arise. Exchange differences arising on
the retranslation of non-monetary items carried at fair value are included in profit or loss for the period
except for differences arising on the retranslation of non-monetary items in respect of which gains and
losses are recognised directly in equity, in which cases, the exchange differences are also recognised
directly in equity.

For the purposes of presenting the consolidated financial statements, the assets and liabilities of the
Group's foreign operations are translated into the presentation currency of the Company (i.e. Hong Kong
dollars) at the rate of exchange prevailing at the balance sheet date, and their income and expenses are
translated at the average exchange rates for the year, unless exchange rates fluctuate significantly during
the period, in which case, the exchange rates prevailing at the dates of transactions are used. Exchange
differences arising, if any, are recognised as a separate component of equity (the translation reserve).
Such exchange differences are recognised in profit or loss in the period in which the foreign operation is
disposed of.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2006

4. KEY SOURCES OF ESTIMATION UNCERTAINTY

In the process of applying the Group’s accounting policies, which are described in note 3 above,
management has made various estimates based on past experience, expectations of the future and other
information. The key source of estimation uncertainty that can significantly affect the amounts recognised
in the consolidated financial statements in the next year are set out below.

Income taxes

As at 31 December 2006, no deferred tax asset was recognised in the Group’s consolidated balance sheet
in relation to the estimated unused tax losses of approximately HK$1,235 million. 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 case where the actual future profits generated are more than expected,
further recognition of deferred tax asset in relation to unutilised tax losses may arise, which would be
recognised in the consolidated income statement for the period in which such a recognition takes place.

5. FINANCIAL INSTRUMENTS

The Group's major financial instruments include equity investments, loan notes, convertible bonds, loan
receivables, debtors, creditors, customers’ deposits, other borrowings and bank balances. Details of these
financial instruments are disclosed in respective notes. The risks associated with these financial instruments
and the policies on how to mitigate these risks are set out below. The management manages and
monitors these exposures to ensure appropriate measures are implemented on a timely and effective
manner.

Market risk
(i) Currency risk

The Group is engaged in securities trading and investments which are denominated in foreign
currencies and is therefore exposed to foreign currency risk. The Group currently does not have a
foreign currency hedging policy.

However, the Group’s management monitors foreign exchange exposure and will consider hedging
significant foreign currency exposure should the need arises. The management would seek financial
consultant to advise on the investment portfolio held by the Group, if necessary.

(ii) Price risk

The Group’s available-for-sale investments and investments held for trading are measured at fair
value at each balance sheet date. Therefore, the Group is exposed to equity price risk. The Group’s
investment committee manages this exposure by maintaining a portfolio of investments with
different risk profiles.
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5. FINANCIAL INSTRUMENTS (Continued)
Market risk (Continued)
(iii) Interest rate risk

The Group’s fair value interest rate risk relates primarily to fixed rate loan notes, fixed rate convertible
bonds and fixed rate loan receivables. The Group’s cash flow interest rate risk relates to its variable
rate loan receivables and other borrowings.

The Group currently does not have an interest rate hedging policy. However, the management
monitors interest rate exposure and will consider hedging significant interest rate exposure should
the need arises.

Credit risk

The Group's credit risk are primarily attributable to trade debtors, loan notes, convertible bonds, loan
receivables, bank balances in financial instruments.

The Group’s maximum exposure to credit risk which will cause a financial loss to the Group in the event
of the counterparties failure to perform their obligations as at 31 December 2006 in relation to each class
of recognised financial assets is the carrying amount of those assets as stated in the consolidated balance
sheet.

The Group’s bank balances are deposited with banks of high credit ratings in Hong Kong.

The Group has significant concentration of credit risk on loan notes, convertible bonds and loan receivables
as the credit risk on loan rates, convertible bonds and loan receivables are mainly attributable from
certain limited counterparties, other than the aforesaid, there is no significant concentration of credit risk
in trade debtors as the exposure spread over a number of counter-parties and customers.

In order to minimise credit risk, management has delegated a team to be responsible for the determination
of credit limits, credit approvals and other monitoring procedures. In addition, management reviews the
recoverable amount of each individual trade debt, loan notes, convertible bonds, and loan receivables
regularly to ensure that adequate impairment losses are recognised for irrecoverable debts. In this regard,
management considers that the Group’s credit risk is significant reduced.
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5. FINANCIAL INSTRUMENTS (Continued)
Fair value

The fair values of financial assets and financial liabilities are determined as follows:

o the fair values of financial assets and financial liabilities with standard terms and conditions and
traded on active liquid markets are determined with reference to quoted market bid and ask
prices; the fair values of the unit trusts have been determined by reference to the published price
quotations; the fair values of the club debentures have been determined by reference to the recent
transaction prices of similar club debentures;

° the fair values of other financial assets and financial liabilities (excluding derivative instruments)
are determined in accordance with generally accepted pricing models based on discounted cash
flow analysis using the relevant prevailing market rates; and

o the fair values of derivative instruments are calculated using quoted prices from independent
financial institutions. Where such prices are not available, the fair value of a non-option derivative
is estimated using discounted cash flow analysis and the applicable yield curve. For an option
derivative, the fair value is estimated using option pricing model (for example, the binomial model).

The Directors consider that the carrying amounts of financial assets and financial liabilities recorded in the
consolidated financial statements approximate their fair value.

6. TURNOVER

2006 2005

HK$'000 HK$'000

Sales of mobile phones 67,098 66,309
Proceeds from sales of investments held for trading 1,132,153 130,655
Dividend income from listed investments 17,717 11,706
Interest income from loan receivables 9,071 11,693
Rental income 3,801 2,723
1,229,840 223,086
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7. BUSINESS AND GEOGRAPHICAL INFORMATION
Business segments
The Group is currently organised into four main operating divisions — mobile phone distribution, securities
trading and investments, financial services and property investment. These divisions are the bases on
which the Group reports its primary segment information.

Segment information about these businesses is presented below:

For the year ended 31 December 2006

Mobile Securities
phone trading and Financial Property
distribution investments services investment Consolidated

HK$°000 HK$’000 HK$°000 HK$’000 HK$'000

Turnover 67,098 1,149,870 9,071 3,801 1,229,840
I L I
Segment result (4,856) 835,379 8,832 9,081 848,436
I B E—
Gain on disposal of an associate 1,740
Revaluation surplus on buildings 387
Unallocated other income 2,470
Unallocated corporate expenses (58,092)
Finance costs (10,897)
Profit before taxation 784,044
Tax charge (11,527)
Profit for the year 772,517
I
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7.

BUSINESS AND GEOGRAPHICAL INFORMATION (Continued)

Business segments (Continued)

For the year ended 31 December 2006 (Continued)

Mobile Securities
phone trading and Financial Property
distribution investments services investment Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$000
Balance sheet
Assets
Segment assets 10,232 2,332,833 127,585 88,529 2,559,179
Assets classified as held for sale - - - 134,419 134,419
Unallocated corporate assets 54,860
Consolidated total assets 2,748,458
I
Liabilities
Segment liabilities 5,083 215,280 2,658 11,138 234,159
Liabilities associated with assets classified as
held for sale - - - 60,044 60,044
Unallocated corporate liabilities 38,361
Consolidated total liabilities 332,564
I
Mobile Securities
phone trading and Financial Property
distribution investments services investment Unallocated Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
Other information
Capital expenditure 89 - - 19,114 12 19,215
Depreciation 92 - - 141 156 389
Write-down of inventories 1,070 - - - - 1,070
. & & ;g ______________®§ ;g |
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7. BUSINESS AND GEOGRAPHICAL INFORMATION (Continued)
Business segments (Continued)

For the year ended 31 December 2005

Mobile Securities
phone  trading and Financial Property
distribution investments services investment  Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Turnover 66,309 142,361 11,693 2,723 223,086
I T
Segment result (2,086) 104,524 11,528 12,166 126,132
L& & ;o |
Gain on disposal of a subsidiary 3,544
Revaluation surplus on buildings 773
Unallocated other income 853
Unallocated corporate expenses (25,124)
Finance costs (1,571)
Profit before taxation 104,607
Tax charge (99)
Profit for the year 104,508
I
Mobile Securities
phone  trading and Financial Property
distribution investments services investment  Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Balance sheet
Assets
Segment assets 5,965 1,150,463 75,034 195,760 1,427,222
Unallocated corporate assets 29,089
Consolidated total assets 1,456,311
I
Liabilities
Segment liabilities 3,789 101,834 1,550 35,518 142,691
Unallocated corporate liabilities 11,890
Consolidated total liabilities 154,581
I




COL Capital Limited

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2006

7. BUSINESS AND GEOGRAPHICAL INFORMATION (Continued)

Business segments (Continued)

For the year ended 31 December 2005 (Continued)

Mobile Securities
phone  trading and Financial Property
distribution  investments services investment  Unallocated  Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Other information
Capital expenditure 56 - - 17 15 88
Depreciation 281 - - 112 224 617
Write-down of inventories 92 - - - - 92
Acquisition of a
subsidiary in relation
to investment property
and construction in
progress - - - 127,039 - 127,039
L& ;o ;o ;o ;o |

Geographical segments

The Group’s operations are located in Hong Kong and the Mainland China (“China”).

The Group’s distribution of mobile phone, securities trading and investments, and financial services are
carried out in Hong Kong. Rental income from property investment is derived from Hong Kong and
China.

The following table provides an analysis of the Group’s turnover by geographical market:

Turnover by
geographical market

2006 2005

HK$'000 HK$'000

Hong Kong 1,227,902 221,932
China 1,938 1,154
1,229,840 223,086
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7. BUSINESS AND GEOGRAPHICAL INFORMATION (Continued)
Geographical segments (Continued)

The following is an analysis of the carrying amount of segment assets, and additions to investment
properties, property, plant and equipment, analysed by the geographical area in which the assets are

located:
Additions to
investment properties,
Carrying amount property,
of segment assets plant and equipment
At At Year ended Year ended
31.12.2006 31.12.2005 31.12.2006 31.12.2005
HK$'000 HK$'000 HK$'000 HK$'000
Hong Kong 2,490,594 1,259,467 19,215 88
China 68,585 167,755 - 127,039
2,559,179 1,427,222 19,215 127,127
8. NET GAIN ON INVESTMENTS
2006 2005
HK$'000 HK$'000
Net realised gain on disposal of investments held for trading 337,871 17,592
Change in fair value of investments held for trading (Note a) 439,498 61,506
Net realised gain on derivatives 1,594 1,464
Realisation gain on disposal of available-for-sale investments 26,268 -
Discount on early redemption of loan notes (Note b) (3,962) (1,000)
801,269 79,562
Note:
(a) Change in fair value of investments held for trading excludes dividend income.

(b) During the year, AG (as defined in note 20) early redeemed all of the loan notes at HK$43,465,000 with a
discount on early redemption of HK$3,962,000 at the request of the Group. The net redemption proceed was
HK$39,503,000.

During the year ended 31 December 2005, SHK (as defined in note 20) early redeemed part of the loan note at

HK$60,000,000 with a discount on early redemption of HK$1,000,000 at the request of the Group. The net
redemption proceed was HK$59,000,000.
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9. OTHER INCOME

2006 2005
HK$'000 HK$'000

Interest income from:
— Loan notes 9,287 14,077
— Bank deposits 1,412 695
— Others 314 65
11,013 14,837
Net exchange gain 10,668 -
Others 764 113
22,445 14,950

10. FINANCE COSTS

The amounts represent interest on other borrowings wholly repayable within five years.
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11. DIRECTORS’' EMOLUMENTS AND FIVE HIGHEST PAID INDIVIDUALS
Directors’ emoluments

The Directors’ emoluments are analysed as follows:

For the year ended 31 December 2006

Performance Retirement

Salaries related benefits
Directors’ and other incentive scheme Total
fees benefits payments contributions emoluments
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Note)
Executive Directors

Ms. Chong Sok Un - 455 42,000 12 42,467
Dato” Wong Peng Chong - 1,300 200 12 1,512
Mr. Kong Muk Yin - 920 160 12 1,092

Independent Non-executive Directors
Mr. Lo Wai On 180 - - - 180
Mr. Lau Siu Ki 180 - - - 180
Mr. Yu Qi Hao 80 - - - 80
Mr. Zhang Jian - - - - -
440 2,675 42,360 36 45,511

For the year ended 31 December 2005

Performance Retirement

Salaries related benefits
Directors’ and other incentive scheme Total
fees benefits payments  contributions  emoluments
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Note)
Executive Directors
Ms. Chong Sok Un - 455 13,000 12 13,467
Dato” Wong Peng Chong - 1,300 - 12 1,312
Mr. Kong Muk Yin - 715 - 12 727
Independent Non-executive Directors
Mr. Lo Wai On 180 - - - 180
Mr. Lau Siu Ki 180 - - - 180
Mr. Yu Qi Hao 53 - - - 53
413 2,470 13,000 36 15,919

I L I
Note: The performance related incentive payments are determined by reference to the individual performance of the

Directors and approved by the Remuneration Committee.

During the year, no remuneration was paid by the Group to the Directors as an inducement to join or
upon joining the Group or as compensation for loss of office. None of the Directors has waived any
remuneration during the year.
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11. DIRECTORS’ EMOLUMENTS AND FIVE HIGHEST PAID INDIVIDUALS (Continued)
Five highest paid individuals

During the year, the five highest paid individuals included three Directors (2005: three), details of their
emoluments are set out above. The emoluments for the remaining two (2005: two) highest paid individuals
of the Group are as follows:

2006 2005
HK$'000 HK$'000
Salaries and other benefits 1,325 1,245
Retirement benefits scheme contributions 24 24
1,349 1,269

The emoluments are within the following bands:
2006 2005
Number of Number of
employees employees
Nil to HK$1,000,000 2 2

12. TAX CHARGE
2006 2005
HK$'000 HK$'000
Current tax:

Profits Tax in Hong Kong (11,342) -
Enterprise income tax in China (185) (99)
(11,527) (99)

Hong Kong Profits Tax is calculated at 17.5% of the estimated assessable profit for the year.

Enterprise income tax in China is calculated at 33.3% of estimated assessable profit for both years except
for the subsidiary which is eligible for certain tax holidays and concessions on China income tax.

No provision for Hong Kong Profits Tax was made for the year ended 31 December 2005 as the assessable
profits were wholly absorbed by estimated tax losses brought forward.
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12. TAX CHARGE (Continued)

The tax charge for the year can be reconciled to the profit before taxation per the consolidated income
statement as follows:

2006 2005
HK$'000 HK$'000
Profit before taxation 784,044 104,607
Tax at the income tax rate of 17.5% (137,208) (18,306)
Tax effect of expenses that are not deductible (10,479) (2,029)
Tax effect of income that is not taxable 82,438 6,055
Utilisation of tax losses previously not recognised 54,539 14,914
Tax effect of tax losses not recognised (989) (1,019)
Effect of different tax rates of subsidiaries operating
in other jurisdictions (83) (45)
Others 255 331
Tax charge for the year (11,527) (99)
13. PROFIT FOR THE YEAR
2006 2005
HK$’000 HK$'000
Profit for the