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The directors present their annual report and the audited
financial statements for the year ended 31st December, 2004.

CHANGE OF NAME

Pursuant to a special resolution passed by the Company’s
shareholders in a special general meeting held on 20th May,
2004, the Company’s name was changed from Surge
Recreation Holdings Limited to Innovo Leisure Recreation
Holdings Limited. The Company also adopted the Chinese
name EFTFELIER BR A Al

PRINCIPAL ACTIVITIES
The Company acts as an investment holding company. The
principal activity of its subsidiaries are set out in note 12 to
the financial statements.

RESULTS

The results of the Group for the year are set out in the
consolidated income statement on page 29.

SHARE CAPITAL

There were no changes in the share capital of the Company
during the year.

RESERVES

Movements in the reserves of the Group and the Company
during the year are set out on page 32 and note 23 to the
financial statements respectively.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment

of the Group during the year are set out in note 11 to the
financial statements.
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DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS

The directors of the Company during the year and up to the
date of this report were:

Executive directors:

Chan Chak Mo
(Chairman and Managing Director) appointed on 1st March, 2004)
Chan Chun Yin, Joseph (Vice Chairman)  (appointed on 1st March, 2004)
appointed on 1st March, 2004)
)
)

(
(
(
Tong Ka Wai (appointed on 1st March, 2004
(
(
(

Leong In lan
Lim Kam Hung appointed on 1st March, 2004
Ho U Un appointed on 9th April, 2004)

appointed on 1st March, 2004
and resigned on 8th April, 2004)

Ho Kin Va alias Patricia Ho (appointed on 1st March, 2004

and resigned on 15th May, 2004)

Tang Kwok Keung

Li Tat Ting (removed on 8th April, 2004)
Tsang Chi Wai, Eric (removed on 8th April, 2004)
Lam Kam Fai (removed on 8th April, 2004)

( )

Cheung Fuk Chuen, Lawrence removed on 8th April, 2004

Independent non-executive directors:

Cheung Hon Kit

Chui Sai Cheong

Yu Kam Yuen Lincoln
Chan Shek Wah
Gary Lee

appointed on 9th April, 2004)
appointed on 9th April, 2004)
appointed on 14th December, 2004)
appointed on 20th December, 2004)
removed on 8th April, 2004)
removed on 8th April, 2004)

Tang Tsan Yin

In accordance with Clause 99 of the Company’s Bye Laws,
Messrs. Leong In lan and Tong Ka Wai retire and being
eligible, offer themselves for re-election.

In accordance with Clause 102(A) of the Company’s Bye-
Laws, Messrs. Yu Kam Yuen Lincoln and Chan Shek Wah
retire and being eligible, offer themselves for re-election.
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DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS -
continued

Each of the remaining non-executive directors has been
appointed for a term of one year commencing on date of
appointment and thereafter for further successive periods of
one year until terminated by not less than one month’s written
notice served by either party on the other.

None of the directors being proposed for re-election at the
forthcoming annual general meeting has a service contract
with the Company or any of its subsidiaries which is not
determinable by the Group within one year without payment
of compensation, other than statutory compensation.

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND CONVERTIBLE
BONDS

At 31st December, 2004, the interests and short positions of
the directors and their associates in the shares, underlying
shares and convertible bonds of the Company and its
associated corporations, as recorded in the register
maintained by the Company pursuant to Section 352 of the
Hong Kong Securities and Futures Ordinance (the “SFO”), or
as otherwise notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies, were as follows:

Long positions

Ordinary shares of HK$0.01 each of the Company

Name of director

.

Capacity
52

Mr. Chan Chak Mo
PROEE A

Beneficial owner (Note)

BB A (HiE)

Beneficial owner

EDEAA

Mr. Yu Kam Yuen Lincoln

REBE AL
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND CONVERTIBLE
BONDS - continued

Note: These shares, representing approximately 62.33% of the

issued share capital of the Company, of which 51.33% are
held by Puregain Assets Limited, a company beneficially
wholly-owned by Mr. Chan Chak Mo and balance of 11.0%
are held by Cash Smart Enterprises Limited, a company
beneficially owned by Madam Leong On Kei, Angela and Mr.
Chan Chak Mo.

Save as disclosed above, none of the directors nor their
associates had any interests or short positions in any shares,
underlying shares or debentures of the Company or any of
its associated corporations as at 31st December, 2004.

SHARE OPTIONS

The Company has adopted a share option scheme on 13th
June, 2002. Details of which are set out in note 22 to the
financial statements. No share options were granted to any
grantees including the directors of the Company since
adoption of the scheme.
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SUBSTANTIAL SHAREHOLDERS

As at 31st December, 2004, the register of substantial
shareholders maintained by the Company pursuant to Section
336 of the SFO shows that other than the interests disclosed
above in respect of certain director, the following shareholder
had notified the Company of relevant interests and short
positions in the issued share capital of the Company.

Long positions

Ordinary shares of HK$0.01 each of the Company

Name of shareholder Capacity
REM® A g%
Cash Smart Enterprises Limited Beneficial owner (Note a)

EDBEA AN (Wita)

Global Trend Holdings Limited Beneficial owner (Note b)
EnER A (Mitb)

Mr. Au Kai Kwong Beneficial owner

R RE S 5 A4 BHEBA

Notes:

(a) Cash Smart Enterprises Limited is a company incorporated

in the British Virgin Islands and is beneficially owned by
Madam Leong On Kei, Angela and Mr. Chan Chak Mo. It is
taking legal proceedings to require Mr. Li Tat Ting, a former
shareholder, to buy all the shares of the Company under a
deed of put option dated 31st July, 2002 at a total price of
HK$36.4 million.

(b) Global Trend Holdings Limited is a company incorporated in
the British Virgin Islands and is beneficially owned by Mr.
Tsang Chi Wai, Eric, a former director of the Company.

Save as disclosed above, the Company has not been notified

of any other relevant interests or short positions in the issued
share capital of the Company as at 31st December, 2004.
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DIRECTORS’ INTERESTS IN CONTRACTS

There were no contracts of significance to which the Company
or its holding company or any of its subsidiaries was a party
and in which a director of the Company had a material
interest, whether directly or indirectly, which subsisted at the
end of the year.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the aggregate purchases of redemption gifts
attributable to the Group’s five largest suppliers comprised
approximately 90% of the Group’s total purchases while the
purchases attributable to the Group’s largest supplier was
approximately 65% of the Group’s total purchases of
redemption gifts.

The aggregate sales during the year attributable to the
Group’s five largest customers were less than 30% of the
Group’s total sales.

None of the current directors, their associates or any major
shareholder, which to the knowledge of the current directors
owned more than 5% of the Company’s issued share capital
had any interest in the share capital of any of the five largest
suppliers of the Group.

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

During the year, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the
Company’s listed securities.

PRE-EMPTIVE RIGHTS

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

The Company has complied throughout the year with the
Code of Best Practice as set out in Appendix 14 of the Rules
Governing the Listing of Securities on the Stock Exchange.

The Company has adopted a code of conduct regarding
securities transactions by directors on terms no less exacting
than the required standard set out in Appendix 10 to the
Rules Governing the Listing of Securities of the Stock
Exchange (the “Model Code”). Having made specific enquiry
of all directors, all directors confirmed that they have complied
with the standard set out in Model Code and the code of
conduct regarding securities transactions by directors adopted
by the Company.

The Company has received, from each of the independent
non-executive directors, an annual confirmation of his
independent pursuant to Rules 3.13 of the Rules Governing
the Listing of Securities on the Stock Exchange. The Company
considered all of the independent non-executive directors are
independent.

POST BALANCE SHEET EVENT

Details of a significant post balance sheet event are set out
in note 29 to the financial statements.

AUDITORS
A resolution will be submitted to the annual general meeting

of the Company to re-appoint Messrs. Deloitte Touche
Tohmatsu as auditors of the Company.

On behalf of the Board
CHAN CHAK MO
CHAIRMAN AND MANAGING DIRECTOR

Hong Kong, 29th April, 2005
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