GENERAL

Innovo Leisure Recreation Holdings Limited (the “Company”)
was incorporated in Bermuda as a limited liability company. Its
parent and ultimate holding company is Puregain Assets Limited
(incorporated in British Virgin Islands). Its registered office and
principal place of business is at Room 1409, Shun Tak Centre,
200 Connaught Road Central, Hong Kong. The Group,
comprising the Company and its subsidiaries, is engaged in
the operation of carnivals amusement parks. The shares of the
Company were listed on the Main Board of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”).

The functional currency of the Company is Hong Kong dollars
while the functional currencies of its subsidiaries in the PRC
are Renminbi and Hong Kong dollars. The financial statements
are presented in Hong Kong dollars for the convenience of the
readers.

BASIS OF PRESENTATION

As at 31 December 2005, the Group and the Company had net
liabilities positions of HK$30,144,000 and HK$70,435,000,
respectively. Further, for the year ended 31 December 2005,
the Group incurred a net loss of HK$16,729,000 and
experienced a net cash outflow of HK$38,657,000 in operating
activities. The financial statements of the Group and the
Company have been prepared on a going concern basis on the
basis that a controlling substantial shareholder has agreed to
provide adequate financial support to enable the Group and
the Company to meet in full their financial obligations as they
fall due for the foreseeable future. At the same time, however,
the Group and the Company are actively seeking other sources
of financing.

PRINCIPAL ACCOUNTING POLICIES

(a) Statement of compliance

The consolidated financial statements have been
prepared in accordance with all applicable Hong Kong
Financial Reporting Standards (“HKFRSs”), Hong Kong
Accounting Standards (“HKASs”) and Interpretations
(hereinafter collectively referred to as the “HKFRSs”)
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”). In addition, the consolidated
financial statements include applicable disclosure required
by the Rules Governing the Listing of Securities on the
Stock Exchange and by the Companies Ordinance.
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NOTES TO THE FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31 DECEMBER 2005
HE-_ZTRF+-_A=1+—RHILEE

3. PRINCIPAL ACCOUNTING POLICIES - continued

(b)

Basis of preparation

The financial statements have been prepared under the
historical cost basis except for certain financial
instruments, which are measured at fair values.

In the current year, the Group has applied, for the first
time, a number of new HKFRSs issued by the HKICPA
that are effective for accounting periods beginning on or
after 1 January 2005. The application of the new HKFRSs
has resulted in a change in the presentation of the
consolidated income statement, consolidated balance
sheet, balance sheet and the consolidated statement of
changes in equity. The changes in presentation have
been applied introspectively.

The applicable HKFRSs are set out below and the 2004
financial statements have been restated in accordance
with the relevant requirements, where applicable.

HKAS 1 Presentation of Financial Statements

HKAS 2 Inventories

HKAS 7 Cash Flow Statements

HKAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors

HKAS 10 Events after the Balance Sheet Date

HKAS 12 Income Taxes

HKAS 14 Segment Reporting

HKAS 16 Property, Plant and Equipment

HKAS 17 Leases

HKAS 18 Revenue

HKAS 19 Employee Benefits

HKAS 21 The Effects of Changes in Foreign
Exchange Rates

HKAS 23 Borrowing Costs

HKAS 24 Related Party Disclosures

HKAS 27 Consolidated and Separate
Financial Statements

HKAS 32 Financial Instruments: Disclosure
and Presentation

HKAS 33 Earnings Per share

HKAS 36 Impairment of Assets

Innovo Leisure Recreation Holdings Limited Annual Report 2005

3.

TEEHERR -4

(b)

mEE%E
BREFHBTARAREENE
Gh - BF TS HR IR D IR R LR AR A A

RAFE AEEERRAZA
HE B R & MM 2 ¥ AT 8175
SEA WEHHREEAER
R_ZEZTAFE—A—BH R
YR ST HIM - 5 3R] 1 7% 3R
SENEBHGANER HAE
ERER BERABRRNIECRE
GEPRR 22NV AEME
BoWE2INEATIIREPELE
#EATo

ERZMBREERNFINRT
X-M_TTEMFEZHBRE
ERERBATREEHERET
JAE 51|

FEREENEIRM BRI
27
FEAGHENFREFER
BEGHENETRHSRER
BEGEAFFIFIHE &
Rt 2 BB KRR
BEETEAFI0REERER
REERRER
BEGRTERE125RAEN
EREGHENF 14K BRE
FR G EREIGRYE -BFE
R
FAGHENFITHREE
FAEGENF18HLA
ER e ERF 195 EB R F
BE G EAFE21RINEE RS
Eaulrd- %
BEGTERFE22REERR
BB G EAFE24THEATR

=
BEGEAFE27HERS MBI
81 15 K
EREHERERRM K IA:
RERZ5

EREGEREIREHRA N
FR e ERFE 36 E ERE



3.

PRINCIPAL ACCOUNTING POLICIES - continued

(b)

Basis of preparation - continued

HKAS 37 Provisions, Contingent Liabilities and
Contingent Assets

HKAS 39 Financial Instruments: Recognition
and Measurement

HKFRS 2 Share-based Payments

HKFRS 3 Business Combinations

HKAS-INT 15 Operating Leases — Incentives

The adoption of HKAS 1, 2, 7, 8, 10, 12, 14, 16, 17, 18,
19, 21, 23, 24, 27, 38, 36, 37, HKFRS 2,3 and HKAS-
INT 15 did not result in substantial changes to the
Group’s accounting policies. In summary:

. HKAS 1 affects certain presentation in the income
statement, balance sheet, and statement of
changes in equity.

o HKAS 8, 16 and 21 affect certain disclosures of
the financial statements.

o HKAS 2, 7, 10, 12, 14, 17, 18, 19, 23, 27, 33,
36, 37, HKFRS 2,3 and HKAS-INT 15 do not have
any impact as the Group’s accounting policies
already comply with the standards.

o HKAS 24 affects the identification of related parties
and the disclosure of related party transactions.
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NOTES TO THE FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31 DECEMBER 2005
HE-_ZTRF+-_A=1+—RHILEE

3. PRINCIPAL ACCOUNTING POLICIES - continued

(b)

Basis of preparation - continued

HKAS 32 “Financial Instruments: Disclosure and
Presentation”

HKAS 39 “Financial Instruments: Recognition and
Measurement”

In the current year, the Group has applied HKAS 32
“Financial Instruments: Disclosure and Presentation” and
HKAS 39 “Financial Instruments: Recognition and
Measurement”. HKAS 32 requires retrospective
application. The application of HKAS 32 has had no
material effect on the presentation of financial instrument
in the financial statements of the Group. HKAS 39, which
is effective for annual periods beginning on or after 1
January 2005, generally does not permit the recognition,
derecognition or measurement of financial assets and
liabilities on a retrospective basis. The principal effects
resulting from the implementation of HKAS 39 are
summarised below:

Classification and measurement of financial assets and
financial liabilities

The Group has applied the relevant transitional provisions
in HKAS 39 with respect to classification and
measurement of financial assets and financial liabilities
that are within the scope of HKAS 39. This change has
had no material effect on the results for the current or
prior years.

Financial assets and financial liabilities other than debt
and equity securities

From 1 January 2005 onwards, the Group classifies and
measures its financial assets and financial liabilities other
than debt and equity securities (which were previously
outside the scope of Statement of Standard Accounting
Practice 24 “Accounting for Investments in Securities”)
in accordance with the requirements of HKAS 39.
Financial assets under HKAS 39 are classified as
“financial assets at fair value through profit or loss”,
“available-for-sale financial assets”, “loans and
receivables” or “held-to-maturity financial assets”.
Financial liabilities are generally classified as “financial
liabilities at fair value through profit or loss” or “financial
liabilities other than financial liabilities at fair value through
profit or loss (other financial liabilities)”. “Other financial
liabilities” are carried at amortised cost using the effective
interest method.
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3.

PRINCIPAL ACCOUNTING POLICIES - continued

(b)

(c)

Basis of preparation - continued

Financial assets and financial liabilities other than debt
and equity securities — continued

Prior to the application of HKAS 39, amounts due to
directors which were below market interest rate stated
at the nominal amount. HKAS 39 requires all financial
assets and financial liabilities to be measured at fair value
on initial recognition. Such amounts due to directors are
measured at amortised cost determined using the
effective interest method at subsequent balance sheet
dates. The Group has applied the relevant transitional
provisions in HKAS 39. As a result of this change in the
accounting policy, the carrying amount of the amounts
due to directors as at 1 January 2005 has been
decreased by HK$1,588,000 in order to state the
amounts at amortised cost in accordance with HKAS
39. The Group’s accumulated loss as at 1 January 2005
has been decreased by HK$1,588,000. Loss for the year
has been decreased by HK$4,894,000 due to the
recognition of net imputed interest income which includes
finance income of HK$5,756,000 and finance costs of
HK$862,000.

Basis of consolidation

Where the Company has the power, either directly or
indirectly, to govern the financial and operating policies
of another entity or business so as to obtain benefits
from its activities, it is classified as a subsidiary. The
consolidated financial statements present the results of
the Group as if they formed a single entity. Inter-company
transactions and balances between group companies
are therefore eliminated in full.

On acquisition, the assets and liabilities of the relevant
subsidiaries are measured at their fair values at the date
of acquisition. The interest of minority shareholders is
stated at the minority’s proportion of the fair values of
the assets and liabilities recognised.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated income
statement from the effective dates of acquisition or up
to the effective dates of disposal, as appropriate.
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3. PRINCIPAL ACCOUNTING POLICIES - continued

(c)

(d)

Basis of consolidation — continued

The Company’s interests in subsidiaries are stated at
cost less impairment, if any. All significant inter-company
transactions and balances among group companies have
been eliminated on consolidation.

Minority interests represent the interests of outside
shareholders in the operating results and net assets of
subsidiaries.

Property, plant and equipment

Property, plant and equipment is stated at cost less
depreciation and any identified impairment loss at the
balance sheet date.

The gain or loss arising from the disposal or retirement
of an asset is determined as the difference between the
sales proceeds and the carrying amount of the asset
and is recognised in the consolidated income statement.

Depreciation is provided to write off the cost of property,
plant and equipment less their estimated residual value,
if any, using the straight line method, over their estimated
useful lives as follows:

Amusement rides and machines
Office fixtures and equipment

5 — 8 years
2 — 5 years

In previous year, depreciation charged was provided to
write off the cost of the amusement rides and machines
over the estimated useful lives 5 years or 15 carnivals,
whichever, is shorter basis.
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3.

PRINCIPAL ACCOUNTING POLICIES - continued

(d)

(e)

Property, plant and equipment - continued

After detailed review, the directors have revised the
estimated useful lives of amusement rides and machines.
Accordingly, with effect from 1 January, 2005, the cost
of amusement rides and machines is depreciated over
the remaining estimated useful lives of 4-7 years on
straight line basis. The directors considered that the
revised estimated useful lives more appropriately reflects
the benefits of the assets will provide in future.

The change in estimated useful lives has resulted in a
reduction of deprecation charge by HK$1,448,000 each
year commencing from 1 January 2005 over the
remaining estimated useful lives in future.

Financial instruments

(i) Financial assets
The Group classifies its financial assets into one
of the following categories, depending on the
purpose for which the asset was acquired. The
Group’s accounting policy for each category is as
follows:

Fair value through profit or loss: This category
comprises the financial assets that have been
acquired for the purpose of selling or repurchasing
it in the short-term or if so designated by
management. This category includes derivatives
which are not qualified for hedge accounting. Debt
securities and bank deposits with embedded
derivatives for yield enhancement whose economic
characteristics and risks are not closely related to
the host securities and deposits are designated
as financial assets at fair value through profit or
loss. They are carried in the balance sheet at fair
value with changes in fair value recognised in the
consolidated income statement.
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NOTES TO THE FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31 DECEMBER 2005
HE-_ZTRF+-_A=1+—RHILEE

3. PRINCIPAL ACCOUNTING POLICIES - continued

(e) Financial instruments - continued

(1)

Financial assets — continued

Loans and receivables: These assets are non-
derivative financial assets with fixed or
determinable payments that are not quoted in an
active market. They arise principally through the
provision of goods and services to customers
(trade and other receivables), but also incorporate
other types of contractual monetary asset. At each
balance sheet date subsequent to initial
recognition, they are carried at amortised cost
using the effective interest rate method, less any
identified impairment losses.

Held-to-maturity investments: These assets are
non-derivative financial assets with fixed or
determinable payments and fixed maturities that
the Group’s management has the positive intention
and ability to hold to maturity. At each balance
sheet date subsequent to initial recognition, held-
to-maturity investment are measured at amortised
cost using effective interest rate method, less any
identified impairment losses.

Available-for-sale: Non-derivative financial assets
not included in the above categories are classified
as available-for-sale and comprise the Group’s
strategic investments in entities not qualifying as
subsidiaries, associates or jointly controlled
entities. They are carried at fair value with changes
in fair value recognised directly in equity. Where a
decline in the fair value of an available-for-sale
financial asset constitutes objective evidence of
impairment, the amount of the loss is removed
from equity and recognised in the consolidated
income statement. For available-for-sale equity
investments that do not have a quoted market
price in an active market and whose fair value
cannot be reliably measured and derivatives that
are linked to and must be settled by delivery of
such unquoted equity instruments, they are
measured at cost less any identified impairment
losses at each balance sheet date subsequent to
initial recognition.
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3.

PRINCIPAL ACCOUNTING POLICIES - continued

(e)

Financial instruments - continued

(i)

(i)

Financial liabilities

The Group classifies its financial liabilities into one
of two categories, depending on the purpose for
which the liabilities were incurred. Other than
financial liabilities in a qualifying hedging
relationship, the Group’s accounting policy for
each category is as follows:

Fair value through profit or loss: This category
comprises only out-of-the-money derivatives. They
are carried in the balance sheet at fair value with
changes in fair value recognised in the
consolidated income statement.

Other financial liabilities: Other financial liabilities
include the following items:

Trade payables and other short-term monetary
liabilities, which are recognised at amortised cost.

Bank borrowings, certain preference shares and
the debt element of convertible debt issued by
the Group are initially recognised at the amount
advanced net of any transaction costs directly
attributable to the issue of the instrument. Such
interest bearing liabilities are subsequently
measured at amortised cost using the effective
interest rate method, which ensures that any
interest expense over the period to repayment is
at a constant rate on the balance of the liability
carried in the balance sheet. “Interest expense”
in this context includes initial transaction costs
and premium payable on redemption, as well as
any interest or coupon payable while the liability
is outstanding.

Derecognition

The Group derecognise a financial asset where
the contractual rights to the future cash flows in
relation to the investment expire or where the
financial asset has been transferred and the
transfer meets the criteria for derecognition in
accordance with HKAS 39.
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NOTES TO THE FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31 DECEMBER 2005
HE-_ZTRF+-_A=1+—RHILEE

3. PRINCIPAL ACCOUNTING POLICIES - continued

()

(9)

Impairment of non-financial assets

Impairment tests are undertaken annually on 31
December. Non-financial assets are subject to impairment
tests whenever events or changes in circumstances
indicate that their carrying amount may not be
recoverable. Where the carrying value of an asset
exceeds its recoverable amount (i.e. the higher of value
in use and fair value less costs to sell), the asset is
written down accordingly.

Where it is not possible to estimate the recoverable
amount of an individual asset, the impairment test is
carried out on the asset’s cash-generating unit (i.e. the
lowest group of assets in which the asset belongs for
which there are separately identifiable cash flows).
Goodwill is allocated on initial recognition to each of the
Group’s cash-generating units that are expected to
benefit from the synergies of the combination giving rise
to the goodwill.

Impairment charges are included in the administrative
expenses line item in the consolidated income statement,
except to the extent they reverse gains previously
recognised.

Inventories

Inventories which represent redemption gifts are initially
recognised at cost, and subsequently at the lower of
cost and net realisable value. Cost comprises all costs
of purchase, costs of conversion and other costs incurred
in bringing the inventories to their present location and
condition.

Weighted average cost is used to determine the cost of
ordinarily interchangeable items.
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3.

PRINCIPAL ACCOUNTING POLICIES - continued

(h)

U]

Revenue recognition

Income from admission fee, mechanical rides and
redemption games are recognised when the tickets and
tokens are sold to customers.

Advertising income provided within the carnivals are
recognised when the services are provided.

Revenue from goods sold, is recognised when the food
and beverages are provided.

Income taxes
Income taxes for the year comprise current tax and
deferred tax.

Current tax is based on the profit or loss from ordinary
activities adjusted for items that are non-assessable or
disallowable for income tax purposes and is calculated
using tax rates that have been enacted or substantively
enacted at the balance sheet date.

Deferred tax arises from temporary differences between
the carrying amounts of assets and liabilities for financial
reporting purposes and the corresponding amounts used
for tax purposes and is accounted for using the balance
sheet liability method. Except for recognised assets and
liabilities that affect neither accounting nor taxable profits,
deferred tax liabilities are recognised for all temporary
differences. 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. Deferred tax is measured at the tax rates
expected to apply in the period when the liability is settled
or the asset is realised based on tax rates that have
been enacted or substantively enacted at the balance
sheet date.

Income taxes are recognised in the consolidated income
statement except when they relate to items directly
recognised to equity in which case the taxes are also
directly recognised in equity.
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NOTES TO THE FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31 DECEMBER 2005
HE-_ZTRF+-_A=1+—RHILEE

3. PRINCIPAL ACCOUNTING POLICIES - continued

@)

(k)

U]

Employee benefits

(i) Defined contribution pension plan
The Group operations a Mandatory Provident Fund
Scheme (the “Scheme”) for all qualifying
employees in Hong Kong. The assets of the
Scheme are held separately from those of the
Group in funds under the control of trustee. The
Group contributes 5% of relevant payroll costs to
the Scheme.

Obligations for contributions to defined
contribution retirement plan are recognised as an
expense in the consolidated income statement as
incurred.

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

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

Operating lease

Leases in which a significant portion of the risks and
rewards of ownership are retained by the lessor are
classified as operating lease.

Rentals payable under operating leases are charged to
the consolidated income statement on a straight line
basis over the period of the respective leases.

Foreign currency

Transactions entered into by Group entities in a currency
other than the currency of the primary economic
environment in which it operates (the “functional
currency”) are recorded at the rates ruling when the
transactions occur. Foreign currency monetary assets
and liabilities are translated at the rates ruling at the
balance sheet date. Exchange differences arising on the
retranslation of unsettled monetary assets and liabilities
are similarly recognised immediately in the consolidated
income statement, except for foreign currency borrowings
qualifying as a hedge of a net investment in a foreign
operation.

Innovo Leisure Recreation Holdings Limited Annual Report 2005

3.

TEEHERR -4

1)

(k)

U]

& 8
() EELHEEHE
AEBARES S 28

BEBREERILBHIER
et E ([ZarE]) &%
AERTEERAREEA
TEEDHRE XBE
AAEHZEERHE K
KERBEFE Z5%M

% aT Bl

[7) 7 BB FUR AR AT & 1K
ZEEEGARERTHE
RBR/—EBEXH-

(i) EEZHZHEN
BEFZAZ2FRERH
BN EERSERE
MEER- EEREELE
B A IEFTIRME AR Al =
BERERBRE S M
SEESELHRE-

BEAZEZRBRER
PR 15 T HER -

gEAn

P 1 2 @A B0 B 2 K B 3R 475
HEHARE 2HOIHEREH
#Je

REEEBOMASIN ZEER
EREAORANIZERELEBERE
Yean RINER

S
AEBEBETEBARLSEMEST
BRERBZRBER ([T8E
BRI UINEMEEETZR
SRR 5E B ZERARK A
SNERBENc EREERAER
BERAZERBE RNEH LG
ABHEEBEERABRMELZ
N ER MSELRS KaERT
REETERY GG KR
BINEIFERE ZINERBER
TR -



3.

PRINCIPAL ACCOUNTING POLICIES - continued

U]

(m)

Foreign currency - continued

On consolidation, the results of operations outside Hong
Kong are translated into Hong Kong Dollars at rates
approximating to those ruling when the transactions took
place. All assets and liabilities of operations outside Hong
Kong, including goodwill arising on the acquisition of
those operations, are translated at the rate ruling at the
balance sheet date. Exchange differences arising on
translating the opening net assets at opening rate and
the results of operations outside Hong Kong at actual
rate are recognised directly in equity (the “foreign
exchange reserve”). Exchange differences recognised in
the consolidated income statement of group entities’
separate financial statements on the translation of long-
term monetary items forming part of the Group’s net
investment in the operations concerned are reclassified
to the foreign exchange reserve if the item is denominated
in the functional currency of the Group or the operations
concerned.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing
or amount when the Group has a legal or constructive
obligation arising as a result of a past event, which will
probably result in an outflow of economic benefits that
can be reasonably estimated.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations, the
existence of which will only be confirmed by the
occurrence or non-occurrence of one or more future
events, are also disclosed as contingent liabilities unless
the probability of outflow of economic benefits is remote.
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NOTES TO THE FINANCIAL STATEMENTS
1 %5 ¥R 2% MY o

FOR THE YEAR ENDED 31 DECEMBER 2005
HE-_ZTRF+-_A=1+—RHILEE

3. PRINCIPAL ACCOUNTING POLICIES - continued

(n)

Segment reporting

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

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

Segment revenue, expenses, results, assets and liabilities
include items directly attributable to a segment as well
as those that can be allocated on a reasonable basis to
that segment.

Segment revenue, expenses, 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. Inter-segment pricing is based
on similar terms as those available to other external
parties.

Related parties

For the purposes of the 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 vice 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.
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POTENTIAL IMPACT ARISING ON THE NEW
ACCOUNTING STANDARDS NOT YET EFFECTIVE

The Group has not yet applied the following new HKFRSs that

[ R 4 3 2 ¥ 5] & wh 2 Al AT BE 5l
Bexe

AREE M ARERA T 52 R E R ER

have been issued but are not yet effective: 2RI A RS sk A A
HKAS 1 Amendment Capital Disclosures BB ER  EBAEE
FARAEET

HKAS 19 Amendment Actuarial gains and losses, Group BB EFER  RBEKEMNEE.
plans and disclosures FARIEE] SEFEREE

HKAS 21 Amendment Net investment in a foreign BER G ER BN 8 2 FRE
operation F215:155]

HKAS 39 Amendment Cash flows hedge accounting of A&l EASEAAAM
forecast intragroup FE IR AEF] R5 WRERE
transactions AR REE

HKAS 39 Amendment The fair value option ERGFER @ QhBEEZERE

F 395 AEF]
HKAS 39 & HKFRS 4 Financial guarantee contracts BB EFER  HMBERELD
Amendment F 395 &
B 75 R 5 ZE A
FAGRAEET

HKFRS 6 Exploration for and evaluation of FBmEERN BYWERZHE
mineral resources %65 R

HKFRS 7 Financial instrument: Disclosures MBREER S@MIA RE

ETH

HKFRS - Interpretation 4 Determining whether an P mEERN EBETELHRESD
arrangement contains a lease ZEEE AR BEREE

HKFRS — Interpretation 5 Rights to interests arising from MBRELER HERKREEERR
decommissioning, restoration 2B E L5 REERESH
and environmental BE R 2 O A

HK(IFRIC) — Interpretation 6

rehabilitation funds
Liabilities arising from

BE (BRET%

SERFET S — B

participating in a special H2EA) EBERETR
Market — waste electrical and =% 2 F 65 BREELEZAE
electronic equipment

HK(IFRIC) — Interpretation 7 Applying the restatement 55 (BRH®E BEEBSER
approach under HKAS 29 H2EA) FoOWmEE MR
“Financial reporting in BRRETHR BRRGEFRR
hyperinflationary economies” MBREZRTE

S| A& 5%

The directors of the Company anticipated that the application

ARAEERHRAREH AT BREZIT

SUAEE M BERERBEREATE-

of these new HKFRSs will have no material impact of the
financial statements of the Group.
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5. TURNOVER

Turnover represents the net amounts received and receivables
from third parties in connection with the operation of carnivals
and provision of advertising services inside the carnivals.

E 3.

BEERNCEEFEORERTER
© ISR E S RS T E =5 R
B BB F A

2005 2004

—EBhF —_ZETEMF

HK$’000 HK$’'000

TER FA T

Income from admission fee, KEANGE  #E) R, 15,171 4,037
mechanical rides and BRI BB 2 WA

redemption games

Advertising income & & WA 2,377 =

Sale of food and beverages HERY K m 1,013 202

18,561 4,239

6. BUSINESS AND GEOGRAPHICAL SEGMENTS

The Company’s operation is regarded as a single segment,
being an enterprise engaged in the operation of carnivals
amusement park.

Analysis of the Group’s turnover and results as well as analysis
of carrying amount of segment assets and additions to property,
plant and equipment by geographical market has not been
presented as they are substantially generated from or situated
in the PRC.
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7. LOSS FROM OPERATIONS 7. REEB
2005 2004
—ETEF —EENF
HK$’000 HK$’000
FEx FAETT
Loss from operations has been BRI
arrived after charging:
Directors’ remuneration (Note 10) E=Me (MFE10) 1,812 2,506
Other staff’s retirement benefits H i B TRIKER
scheme contributions =T 81t 5K 120 56
Other staff costs HEf 8 TRKA 10,869 4,790
12,801 7,352
Auditors’ remuneration 1% E AT B & 720 500
Impairment loss on trade and
other receivables 5 REMEWRERBEREE 1,328 3,693
Operating lease rentals in respect of BRE THER 2&LEHERS
— amusement facilities — LR 2,899 14,653
- land and buildings — T REF 2,569 213
and after crediting: &N
Gain on disposal of property, HEWE BER
plant and equipment RS W (6) -

8. WRITTEN BACK OF AN AMOUNT DUE TO A 8.
FORMER SUBSIDIARY

The amount of HK$14,875,000 represented the write back of
other payable to a former subsidiary in the PRC, at the year
end 31 December 2004. The former subsidiary was deregistered
in 2004 and under the PRC law, it lost the right to claim any
liabilities against the Group at the balance sheet date. In the
opinion of directors, such payable was extinguished and hence
the payable was written back to the consolidated income
statement during the year ended 31 December 2005.

BOEMSATHERRAREA

B814,875,0008 T 2 HBIER T
WM&+ = B =+— H & B —iE & B ATkt
BARZHMENKIB %A B A R
AT FRERER  BREFBEE
Pl REER ZARIEBRAAERE
SNAaGEsEN - EEREA Ll ERKIE
KEME MREE—_ZZTRF+ A
S+ HLEFERBGE KSR



NOTES TO THE FINANCIAL STATEMENTS
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9. FINANCE INCOME AND COSTS 9. HMBWBARKR
2005 2004
—gen% —TEms
HK$’000 HK$’'000
FH& T FHBT
Finance Income B A
Imputed interest income on ENEEREZGHE
amounts due to directors A E WA 5,756 =
Bank interest income RITH BB A 15 3
5,771 S
Finance costs BB AR
Interest on bank loans RITERF A (3,838) (1,053)
Interest on amounts due to JEEEZRIER B
directors (1,503) (123)
Interest on amount due to JE S i 4R 3E IR A A
ultimate holding company SKIEF| B (547) (243)
(5,888) (1,419)
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10.

DIRECTORS’ REMUNERATION

10. EEM=

Directors’ remuneration disclosed pursuant to section 161 of AT BRIERE R RHEAIFE 16114 T A
the Hong Kong Companies Ordinance is as follows: BEZEEHE:
Salaries,
allowances Retirement
and benefits scheme
Director’s in kind contributions
2005 fees FHE& EBR EREHE Total
—EEEF EEHS EVNEA fit K Wz
HK$’000 HK$’000 HK$’000 HK$’000
F#ET F#ET F#& T FExT
Executive directors# HITESE
Chan See Kit, Johnny BREAR - 600 12 612
Lai King Hung B p A - 120 4 124
Ho U Un fa] 4 IR 120 - - 120
Chan Chun Yin, Joseph * PR 55 B - 53 3 56
Independent non-executive B IE#H 77
directors: EE:
Cheung Hon Kit o = 240 - - 240
Chui Sai Cheong EtE 240 - - 240
Yu Kam Yuen Lincoln RIBR 240 - - 240
Chan Shek Wah Bk 25 180 - - 180
1,020 773 19 1,812

Chan Chun Yin, Joseph resigned as the director on 30 April
2005

# Chan Chak Mo, Leong In lan, Tong Ka Wai and Lim Kam Hung
are the executive directors of the Company for the year ended
31 December 2005, but no remuneration were paid to them
during the year.

None of the directors waived any remuneration for the year
ended 31 December 2005.

- REBR-_ZZRFMA=THE
EEE

# RBE_ZZRF+_A=+—H
LEFE - BROZR  ROTE B R ELRA
SREOBRARZATESR HEFA
WELBES NEFBE-

KEE-TEAT+=A=T-AL%F
EAREELUMS
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10. DIRECTORS’ REMUNERATION - continued

10. EEMe-@

Salaries,
allowances Retirement
and benefits scheme
Director’s in kind contributions
2004 fees e EBR RNE & Total
—EENF EE8E EiE A X k)
HK$’000 HK$’000 HK$’000 HK$’000
FAT FAT FAT FAT
Executive directors HITEFE
Chan Chun Yin, Joseph Per B4 B = 74 5 79
Ho U Un Al 20 R 90 - - 90
Li Tat Ting TERE - 1,931 - 1,931
Lam Kam Fai 87 1 - 240 - 240
Cheung Fuk Cheung, 5% 18 SR
Lawrence - 240 - 240
Independent non-executive &7 FEH 77
directors: EF
Cheung Hon Kit o = 180 - - 180
Chui Sai Cheong EtE 180 - - 180
Yu Kam Yuen Lincoln RIBR 11 = = 11
Chan Shek Wah Bk 25 6 - - 6
467 2,485 5 2,957
Waiver of 2003 remuneration A% FE %4z
by former directors: —EFEE=FF
M2
Tsang Chi Wai, Eric = - (413) = (413)
Lau Siu Hong, Freeman 2Nz (38) = = (38)
429 2,072 5 2,506
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11.

EMPLOYEES’ EMOLUMENTS

The aggregate emoluments of the five highest paid individuals
included one (2004: one) executive director of the Company,
whose emoluments are included in Note 10 above. The
aggregate emoluments of the remaining four (2004: four) highest

11. EEFHMH

hERRHFATZMERBEERE %

—REMF:—R)ARAATES
EM e &N EXHE10 - HepMH
(ZZTWF:mOR) ZRHFALTZHE

paid individuals are as follows: wEmA
2005 2004
—EERF —EFENF
HK$’000 HK$’'000
FExT FB T
Basic salaries and allowance HARE 2 KEBG 2,977 1,386
Retirement scheme contributions B K5t 24t & 36 22
3,013 1,408

The emoluments of the four (2004: four) individuals with the
highest emoluments are within the following bands:

Mm% (ZEEME:NE) BEFALZHEN
FLATHE:

2005 2004

—2RIF It 2wk

Number of Number of

individuals individuals

AE AH

Nil — HK$1,000,000 0— 1,000,000/ 7T 3 4
HK$1,000,001 — 1,500,000 1,000,001 T — 1,500,0007% JT 1 -
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12. TAX CREDIT

Tax credit in the consolidated income statement represents:

12. HIEE O

RAEKBERAZHARDE:

2005 2004
—sEns —TEmE
HK$’000 HK$’'000
FHEx FAT
Current year — Hong Kong Profits Tax ~ ZN4F & — &8 F| 15

Provision for the year NEFEME - =

Over-provision in respect of TEEBBEEE
prior years (1,500) -
(1,500) =

No provision for Hong Kong Profits Tax has been made as the
Group has no assessable profits for Hong Kong Profits Tax for
the years ended 31 December 2005 and 2004. Overseas tax is
calculated at the rates applicable in the respective jurisdictions.

The subsidiary in the PRC are subject to an Enterprise Income
Tax (“EIT”) at rate of 33% (2004: 33%) No provision for EIT has
been made as the PRC subsidiaries have no assessable profits
for EIT for the years ended 31 December 2005 and 2004.

There was no significant unprovided deferred taxation for the
year or at the balance sheet date.
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12.

13.

TAX CREDIT - continued 12. BiEEBE -4
The tax credit for the year can be reconciled to the loss per REEMIBLZ HARIAT AR ELRE I
consolidated income statement as follows: Ak EEBETHE:
2005 2004
—EERF —EETNF
HK$’000 HK$’000
FEx FAETT
Loss before taxation B 15 Bl BT 18 (16,729) (47,399)
Tax calculated at the REBFBREAIT.5%
Hong Kong Profits Tax —ETMF:17.5%)
rate of 17.5% (2004: 17.5%) FTE2HIE (2,928) (8,295)
Effect on different tax rates of FEEMAE R EE L
subsidiaries operating in MEAAZHEANR
other jurisdictions MEEXZZE (3,009) (715)
Tax effect of non-deductible TEMMITH R
expenses and non-taxable BAZRBERAZ
income HiE & (14) 162
Tax effect of revenue not BAZRBRKAZ
subject to tax HiE & 5,951 8,848
Over-provision in respect of FEERBERE
prior years (1,500) -
Tax credit i I8 % Bl (1,500) -
LOSS PER SHARE 13. BRER

The calculation of the basic loss per share for the year is based
on the net loss for the year attributable to ordinary equity holders
of the Company of HK$16,729,000 (2004: HK$47,167,000) and
the 600,000,000 shares in issue during the year.

No diluted loss per share has been presented as there were no

potential dilutive shares for the year.

FAEREREBEEIREFARA BT
BRIFE AL FEE16,729,000/%8 7T

— T PUF 47,167,000 T) R FEA
£ 2% 17 }% 19 600,000,000/% 51 & -

MRFALEATELBERLE 2 RN
BY T2 GREEEE-
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14.

PROPERTY, PLANT AND EQUIPMENT 14. ME -BERREHE
Amusement Office
rides and fixtures and
machines equipment
1 B 352 B BAEEE Total
R RXfE F
HK$’000 HK$’000 HK$’000
T FHET F& T
THE GROUP REE
Cost R AN
At 1 January 2005 R_ZEZERFEF—HF—H 23,227 250 23,477
Additions NE 1,365 88 1,453
Disposal HE (108) = (108)
At 31 December 2005 RZZETRF
+=A=+—H 24,484 338 24,822
Accumulated depreciation REWE
At 1 January 2005 R=—ZEETRF—H—H 1,492 55 1,547
Depreciation e 2,953 90 3,043
Written back on disposal o & B [l (6) = (6)
At 31 December 2005 RZZEZTRF
+=-—A=+—H 4,439 145 4,584
Cost 2N
At 1 January 2004 R-ZZETWEF—H—H - - -
Additions RE 23,227 250 23,477
At 31 December 2004 R-ZZEZTEF
+=—A=+—8H 23,227 250 23,477
Accumulated depreciation REWE
At 1 January 2004 R-ZZETWEF—H—H - - -
Depreciation e 1,492 55 1,547
At 31 December 2004 RZEZTEF
+=—A=+—8H 1,492 55 1,547
Net book values R R E
At 31 December 2005 RZZEZTRF
+=—RA=+—8H 20,045 193 20,238
At 31 December 2004 RZZEZTMF
+=A=+—H 21,735 195 21,930
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15. INVESTMENTS IN SUBSIDIARIES

15. MBLARARE-#

The Company

b NN
2005 2004
—EERF —EENF
HK$’000 HK$’000
FEx FA T
Unlisted shares, at cost JE LR B AE 243,512 243,512
Less: Impairment in value R B (243,512) (238,156)

Impairment loss was recognised based on the recoverable
amount of the subsidiaries which were determined by the
estimated discounted net future cash flows from the subsidiaries.

Details of the Company’s subsidiaries at 31 December 2005
are as follows:

Nominal value

Place of of issued and
incorporation/ fully paid/
establishment/ registered
Name of subsidiary operations capital
HEARERE TEMARL KL BROTRARRE
/BE /ERBRAEE
Alltrade Enterprises British Virgin Islands/ US$1
Limited Hong Kong
2EREERAA KBRAES/ E
B
Grand Delight Overseas British Virgin Islands/ USs$1
Limited Hong Kong
AUEMNERAR KBRAES/ E
B
Infotower Limited British Virgin Islands/ US$1
Hong Kong
KBRAESE/ E
BB

- 5,356

MEBBRIDREMNB AR 2T KESHE
FERR - T AT I B & 58 T AR IR A% MY /8 2 7]
ZEFITEBRARR S REFHEEE -

ARAR-FFRF+-A=+-BZ
GEPUET TR

Proportion of nominal
value of issued/

Principal activities registered capital
TEXH HERT/
ik 1 B 2 [ 2 B
Directly Indirectly
E# &
Leasing of mechanical 100% =
rides
HE MBI
Dormant 100% =
EEXK
Investment holding = 100%
REZK
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15.

INVESTMENTS IN SUBSIDIARIES - continued

Nominal value

Place of of issued and
incorporation/ fully paid/
Name of subsidiary establishment/ registered
ol PNGIES operations capital
EMARL/ KL ERTRAAZKRA
/BE Y /ERBRAEE
Metro Asia Limited British Virgin Islands/ US$1
BEBERRAA Hong Kong
EREARE/ 1270
Bk
Penny Farthing Agents British Virgin Islands/ us$s
Limited Hong Kong
EREARE/ 8ETT
Bk
Regent King Holdings Hong Kong HK$1
Limited
MEEEERADA BB 18T
Tesbury International British Virgin Islands/ Us$10
Limited Hong Kong
ELAMN(BEE) ERAR HEEXHS/ 10%7T
B
World Joint Limited Hong Kong HK$1
BB 18T
LBER 4 PRC US$1,750,000
BRAR " (LBER) HE 1,750,000% 7T
BINELHFEERAF PRC RMB3,000,000
h A K #3,000,0007

15. MEBARAKRE -&

Principal activities

FEREHR

Investment holding,
administrative and
supporting services

REZK
TBRXER

Investment holding
REEK
Administrative and
supporting services

TRRXERSE
Dormant

EEXRK

Dormant

EEXK

Operation of carnivals
REZFEe

Dormant

TEXEH

Proportion of nominal
value of issued/
registered capital
HERT/
ik 1 B 2 [ 2 B
Directly Indirectly
E# i

100% =

100% =

100% =

= 100%

= 100%

98.29%

100%

* TR BEHBEFI KL 2 F A E

This is a sino-foreign joint venture enterprise under the PRC
law. Subject to the payment of an annual payment of
RMB50,000 to the joint venture party, the Group is entitled to
all of profits and bears all of the losses of /&2 % .
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16.

17.

INTERESTS IN FORMER SUBSIDIARY 16. RAIMB AR 2R
The Group
REHE
2005 2004
—ZERF —FENF
HK$’000 HK$’'000
FExT F& T
Share of a former subsidiary’s FE{ERIKMTB AR 2
net assets BEEFE - -
Amount due from a former R G NI L]
subsidiary 32,014 32,014
Less: Impairment loss for amount & : /& Y BT B /B A 7] FUA
due from a former ey RI=N SR
subsidiary (32,014) (32,014)

The directors of the Company believe that the Group has no
other material obligations or commitments in PFFCL that require
either adjustments to or disclosure in these financial statements.

INVENTORIES 17.

Inventories, which represent redemption gifts, are stated at the
lower of cost and net realisable value.

ARFEERR AEERRES O
WA BT EMEATEIAEMAR
WEMBHRRPELABRBE-
rE

FEEFRE M THRK AR R F
B (ABREERE) JIBKe
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18. TRADE AND OTHER RECEIVABLES

18. EZ R HMEIWKIE

The Group
RE

2005 2004
—EERF —FENF
HK$’000 HK$’'000
FHET TET
Trade receivables =) e O 31,437 29,323
Other receivables H fib & U 5118 6,967 6,379
38,404 35,702

The following is an aged analysis of trade receivables at the
balance sheet date:

NEERZE ZRWFRIZFRESNMAT

The Group
rE
2005 2004
—ZEERF —ETETNF
HK$’000 HK$’000
FET FAT
Age AR
0 to 90 days 02 90H 2,114 -
91 to 365 days 91&2365H - -
Over 365 days 365H A £ 29,323 29,323
31,437 29,323

In June 2004, the Group filed a claim to the Hong Kong High
Court against a trade debtor for the sale of theme park tickets
of HK$29,323,000. In the opinion of the directors, since the
claim is still pending for court hearing, it is unable to determine
the final outcome of the claim. Accordingly, no impairment on
this amount has been made in the financial statements. The
remaining balance of trade receivables of HK$2,114,000 is
denominated in Renminbi.
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o EBREEETEARMEZE ZERA
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19.

20.

AMOUNT DUE FROM A FORMER DIRECTOR

Details of the amount due from a former director are as follows:

Balance as at Balance as at
31 December
2005

19.

FE W AT EE KR

FEM AT E £ 2 RIRFFIFAT -

Maximum
31 December outstanding
2004 amount during

R-ZBERFE R-ZEENF the year

t=-A=+-B+=A=+—~8H FRERE

Z iR Z iR XA

Name of former director HK$’000 HK$’'000 HK$’'000
AEEHA THT THT FH T
Mr. Li Tat Ting TERELE 38,682 38,682 38,682

The amount is unsecured, interest-free and has no fixed
repayment terms.

In July 2004, the Group filed a claim to the Hong Kong High
Court against Mr. Li Tat Ting for an amount of HK$38,682,000.
In the opinion of the directors, since the claim is still pending
for court hearing, it is unable to determine the final outcome of
the claim. Accordingly, no impairment of this amount has been
made in the financial statements.

REREAEEM BB BRI EETE
%

R-ZTOFELA AKREAREER
EEhk - RAAESEFERELELERE
38,682,000/ L EFR R HINBARIE
PR R EFMETHRREBRER
Pk - 7S 5 [ 36 oK A b 38 30 TR0 B 75 #R
RAFHRE R

AMOUNTS DUE TO DIRECTORS 20. ENEERE
The Group The Company
rE KAF
2005 2004 2005 2004
—E2RE —TTOWF ZBEREE —TITNWEHF
HK$’000 HK$’'000 HK$’000 HK$’000
THER TAT THET TAET
Amount due within one year — & R 2|H 2 1A () 2,000 2,000 2,000 2,000
Interest bearing at BIFITTIEF X
prevailing market rates 67,693 11,216 58,237 7,516
Non-interest bearing TEHFLE - 16,237 - -
Amounts due after one year — 14 E|# v FIA (ii) 67,693 27,453 58,237 7,516
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20.

21.

AMOUNTS DUE TO DIRECTORS - continued

The amounts are unsecured, interest free and repayable
on demand. The carrying amounts approximate their fair
value.

The amounts are unsecured and have no fixed repayment
terms. In the opinion of the directors, the amounts are
unlikely to be repaid within the next twelve months of
the balance sheet date and are therefore shown in the
balance sheet as non-current. The balance of
HK$67,693,000 are interest bearing at 3% per annum
(2004: HK$11,216,000). The fair value of the non-current
balances are determined using the effective interest rate
of 8.75% per annum.

ADVANCE FROM A FORMER SHAREHOLDER

During the year, the advance from a former shareholder of
HK$10,698,000 was assigned to Mr. Chan Chak Mo, a director
and beneficial owner of the Company in according to a notice

of assignment.

In result, the amount was included in the

amounts due to directors at the balance sheet date (see Note
20). In previous year, the advance from a former shareholder
was unsecured, interest-free and repayable on demand. It was
secured by a personal guarantee given by a former director of

the Company, Mr. Li Tat Ting.

m Innovo Leisure Recreation Holdings Limited Annual Report 2005

20.

21.

ENEERE -4

() HSHRERBEF 2ERARE
EXEE HREAERDAEE
$E++°

(ii) ZEDIB BB R EETEER
H-BERA ZFRETARER
HEHZR T -_EARREE W
EEERBBEXRTIIEFETRH K
H o H 1 45 #267,693,000 7T (=
TRPYEE 11,216,000/ 70) L F

B3%:tEF B -FERBEEHRZA
uﬁﬁﬁ%%¢/8%%23m
FEEBEE-

Al B R B K

£ X A %10,698,00058 7T 2 Bl % B £ 3%
BEEEBNEETESRER £
it REERZEREINEENES
%ﬁ(ﬁ%ﬁm)%u&ir’ﬁ&%
BRBEEF RERBAREREERE %
THE KT AR A 7}%1%%?};?5’6&2
B AERE AR



22.

23.

BANK LOANS 22, SRITEX
The bank loans are repayable as follows: RITERERNA T FHEEE:
The Group
REH
2005 2004
—ETEF —EENF
HK$’000 HK$’000
FEx FAETT
Within one year —F KN 12,683 8,654
Between one to two years —FEWF 11,485 8,654
Between two to five years MEZERE 27,718 30,308
51,886 47,616
Less: Amounts due within BB BRE A E
one year shown R—FANEE 2
under current liabilities KIE (12,683) (8,654)
Amounts due after one year —F 1% BB FIE 39,203 38,962

The bank loans were secured by a pledge of certain shares of
the Company owned by the ultimate holding company, Puregain
Assets Limited and a personal guarantee given by a director,
Mr. Chan Chak Mo. The bank loans bear interest at floating
rate which ranged from from 6.25% to 9.00% (2004: 5.75% to
6.25%) per annum. All bank loans were denominated in Hong
Kong dollars.

AMOUNT DUE TO ULTIMATE HOLDING COMPANY

ZERTERD U RKER A F
Puregain Assets Limitedff # A 2 & T
ARRIRHRESRER EERE 2@
AERIERF ZBFN F6.25%=F
—ZETWMF 575%%6.25%)

9.00%
re LT

AT R B AL

BN E-FARITERY

23. BENRKRERQTNE

The Group The Company
¥ 3 NN
2005 2004 2005 2004
“EZEF —ZTWNF “2E2RF —EEmEF
HK$’000 HK$’000 HK$’000 HK$’000
THER FTAT THERT TAT
Interest bearing at BETMS
prevailing market rates | & 6,837 6,837 6,837 6,837
Non-interest bearing PEHFI B 115 112 112 112
6,952 6,949 6,949 6,949
EHEAERERD A
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23.

24.

—EERETA=+—BLEE

AMOUNT DUE TO ULTIMATE HOLDING COMPANY
- continued

The amount is unsecured, interest bearing at 8% per annum
(2004: 8%) and has no fixed repayment terms. In the opinion of
the directors, the amount is unlikely to be repaid within the
next twelve months of the balance sheet date and is therefore
shown in the balance sheet as non-current.

FINANCIAL INSTRUMENTS - RISK MANAGEMENT

The Group is exposed through its operations to one or more of
the following financial risks:

. Credit risk

o Currency risk

° Interest rate risk

° Liguidity risk

° Fair values of financial assets and financial liabilities

Policy for managing these risks is set by the directors of the
Group. The policy for each of the above risks is described in
more detail below.

(@) Credit risks

The Group’s maximum exposure to credit risk in the
event of the counterparties failure to perform their
obligations as at 31 December 2005 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 reviews the recoverable amount of
each individual trade debt at each balance sheet date to
ensure that adequate impairment losses are made for
irrecoverable amounts. In this regard, the directors of
the Company consider that the Group’s credit risk is
significantly reduced.

The Group’s concentration of credit risk by geographical
locations is mainly in the PRC. The Group has no
significant concentration of credit risk by any single
debtor, with exposure spread over a number of
counterparties and customers.

Bank balances are placed in various authorised
institutions and directors of the Company consider the
credit risk for such is minimal.
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24.

FINANCIAL INSTRUMENTS - RISK MANAGEMENT
- continued

(0)

Currency risk

The Group is exposed to foreign currency risk primarily
through its carnival business operated in the PRC that
are denominated in Renminbi. Since the impact of foreign
exchange exposure is minimal, no hedging against foreign
currency exposure has been carried out by the
management.

Interest rate risk

The Group’s exposure to interest rate risk through the
impact of rate changes on interest bearing financial
assets and liabilities. Interest bearing financial assets are
mainly balances with banks which are short term in
nature. Interest bearing financial liabilities are mainly bank
loans with floating interest rates and amounts due to
directors and ultimate holding company with fixed interest
rates.

Liquidity risk

Internally generated cash flow, bank loans and advances
from directors are the general sources of funds to finance
the operations of the Group. The Group’s banking
facilities are repayable within one year to five years.

The Group had net liabilities of HK$30,144,000 as at 31
December 2005 and experienced a net cash outflow of
HK$38,657,000. The Group'’s liquidity risk management
includes making available standby banking facilities and
diversifying the funding sources. The Group regularly
reviews its major funding positions to ensure it has
adequate financial resources in meeting its financial
obligations. The Group and the Company also obtained
financial support from its controlling substantial
shareholder.

Fair values of financial assets and financial liabilities
The fair values of financial assets and financial liabilities
reported in the balance sheet of the Group and the
Company approximate their carrying amounts.

24, BIRIE-BEKREE -&

(0)

& E

AEBRAR ZINERBREER
BEEPBHRREZRFESX
B RAERAEBAARKEE A
AR K [ i A M - 0 TR T O AR
& SN [ B

2= & b
AEERFEMBEERARGBZ
) R ) A F R AR F R
MBEETZREFNRITZED
BER-FTEMBREIEZESREY
B X BZRITEFRIREE
MEFBZBNEEREERIER
RAE]ZHRAe

RBEEER
AHMELEZRERE RITERK
RERBFRAREEGLEMR
FERR-AKEZRITRE
AR—ERFRNER

AN EERF+_A=+—8H"
NEEFEF 8 E30,144,000%
7t B 138 38,657,000/ 7T 2 38
EMBFE-AEBZRBES
EREESRBELHHERRITRHE
KD EE S R A& EE R
NEFEESMHR BREB R
N BERBITEVEEE-A
SERA QR NEEIERARRLR
M BT E-
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26.

25. SHARE CAPITAL 25. A&
Number of shares Amount
2005 & 2004 2005 & 2004
R4 &8 -}
—ETEER —ERHER
—EENE —EENEF
HK$’000
FAT
Authorised: VAT
Ordinary shares of HK$0.01 each SREE.01E T 2
LA 3,000,000,000 30,000
Issued and fully paid: BEBEITREE:
Ordinary shares of HK$0.01 each BREMEO0.01E T 2 B 600,000,000 6,000
SHARE OPTIONS 26. fEiREsTE
Pursuant to the share option scheme adopted by the Company BREARRR-FEF_FRAT=AK

on 13 June 2002, the Company may grant options to the
directors, non-executive directors, suppliers of goods and
services, customers, advisors and consultants, shareholders of
the Company or any of its subsidiaries for the primary purpose
of providing incentives to them, to subscribe for shares in the
Company with the payment of HK$1 per offer. The total number
of shares in respect of which options may be granted shall not
exceed 30% of the issued share capital of the Company from
time to time. The number of shares in respect of which options
may be granted to any individual in any one year shall not
exceed 1% of the issued share capital of the Company. Options
granted to substantial shareholders or independent non-
executive directors in excess of 0.1% of the Company’s issued
share capital or with a value in excess of HK$5 million must be
approved in advance by the Company’s shareholders. The
exercise price of the share option will be determined at the
higher of the average of closing prices of the shares on the
Stock Exchange on the five trading days immediately preceding
the date of grant of the options; the closing price of the shares
on the Stock Exchange on the date of grant; and the nominal
value of the shares. The share options are exercisable for a
period not later than 10 years from the date of grant, where
the acceptance date should not be later than 28 days after the
date of offer.

No share options were granted since adoption of the scheme.
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27.

RESERVES 27. f#f&
Share Contributed Accumulated
premium surplus losses Total
B 12 % E BB 2BER #Et
HK$’000 HK$’000 HK$’000 HK$’000
FET FHET FHET FET
THE COMPANY PN
At 1 January 2004 A—TEWNF—-—HF—H 18,197 243,302 (235,967) 25,532
Net loss for the year FEBEFE - = (47,167) (47,167)
At 31 December 2004 RZ-ZEZENF+=-F=+—H
— As previously —EER
reported 18,197 243,302 (283,134) (21,6835)
— Effect of initial —BHR T%@E%Aﬂi@ﬂ”
adoption of EIH 2 &
HKAS 39 - - 446 446
At 1 January 2005 R-_ZEZRF—HF—H
(restated) =27)) 18,197 243,302 (282,688) (21,189)
Net loss for the year FEBEFE - - (55,246) (55,246)
At 31 December 2005 R-_ZZTAHF
+-A=+—8 18,197 243,302 (337,934) (76,435)

The contributed surplus of the Company represents the
difference between the aggregate net tangible assets of the
subsidiaries acquired by the Company under the group
reorganisation in 2002 and the nominal amount of the
Company’s shares issued for the acquisition.

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

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

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

BABREARARE_TT_F5E
ERMEEMBRAR AN EERE
wERANRREEREITRN ZEE
MEMZEZR-

REAREZ-NN—FR8E (&
ZAN)IRV/N/N TZ%%U\%E%T@")E
- fii 3R T AR - IR R B AF EJJFH
@A%ﬁﬁﬁﬁﬁiﬁﬁﬁﬁ%ﬁif’ﬁﬁ%ﬁi

(@ ARRRIMNBRFAREAK
AR EREEDMER X

() ARREBEZAIZBREESAHL

MEREAE BHTRARK
10 ek (B 2 48 A0 -

BHBEHLERARAR —TTAFFR
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27. RESERVES - continued 27. RE-&
The Company had no distributable reserve at 31 December RZZERF+_A=+—H &A
2005. I 4% AT 0 K R A
28. OPERATING LEASE COMMITMENTS 26. KEHEERE
The total future of minimum lease payments are due as follows: RERFEAEN K BEE AN THIHAE
i
The Group
REE
2005 2004
—EERREF —EENF
HK$’000 HK$’000
FET FA&T
Within one year —F R 163 71
While the Company has no outstanding operating lease BARNDNAR_ZEZERF+_A=1+—
commitments at 31 December 2005 (2004: Nil), the Group was B 3 £ (F ] K B 1 Z%«%Tﬁg\%f‘ (=
committed to make future minimum lease commitment in respect TEF E) ENEEREE B ERT
of land and buildings rented under non-cancellable operating BETAHELCEHO (NP BB —
leases which typically runs for an initial period of one year. F)HRAz T EEFINZEEAES
=18
29. CAPITAL COMMITMENTS 29. EBEAREIE
The Group
AEE
2005 2004
—EERRF —EENF
HK$’000 HK$’000
FET FA&T
Commitments for the acquisition WX - BE Rk
of property, plant and equipment: R 2 A
— authorised but not —BEREERITLD
contracted for 2,139 -

Besides, the Group had commitment of HK$2,883,000
(equivalent to RMB3,000,000) in capital contribution in a PRC
subsidiary at the balance sheet data.

The Company had no outstanding capital commitments at 31
December 2005.
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30.

31.

32.

33.

CONTINGENT LIABILITIES

At 31 December 2005, the Group and the Company did not
have any contingent liabilities (2004: HK$6,541,000 and
HK$5,420,000 respectively).

In the previous year, the contingent liabilities included the claims
from independent third parties in respect of services fees of
promotional services, professional services and design services.
All of these claims were settled during the year ended 31
December 2005.

RELATED PARTY TRANSACTIONS

During the year, the Group paid interest of HK$547,000 (2004
HK$243,000) and HK$635,000 (2004: HK$123,000) to its
ultimate holding company and directors respectively.

POST BALANCE SHEET EVENT

On 19 March 2006, the Company set up an equity joint venture
company with an independent third party to re-build an
amusement park in the PRC. The joint venture company has
signed a lease contract on 21 March 2006 with the Town
Government of Panyu for a period of 20 years starting from 1
June 2006. The details are set out in the announcement dated
27 March 2006.

On 17 May 2005, Infotower Limited, an indirectly wholly-owned
subsidiary of the Company, entered into an agreement with an
independent third party, to establish a contractual joint venture
for the purpose of establishing and operating an amusement
park in Taishan, the PRC. Subsequent to the balance sheet
date, both parties mutually agreed to terminate the project on
24 March 2006. For details, please refer to announcement dated
27 March 2006.

COMPARATIVE FIGURES

Administrative expenses have been separately presented in the
current year financial statements to provide a better presentation
of the nature of expenses.

30.

31.
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