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GENERAL

Innovo Leisure Recreation Holdings Limited (the “Company”) is a
public limited company incorporated in Bermuda. The Company’s
ultimate holding company is Puregain Assets Limited (incorporated
in the British Virgin Islands). Its shares are listed in The Stock Exchange
of Hong Kong Limited. Its registered office and principal place of
business is at Room 1409, West Tower, 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 functional currency of the Company is Hong Kong dollars while
the functional currencies of its subsidiaries in the PRC are Renminbi
and other subsidiaries in Hong Kong are 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 2006, the Group and the Company had net
liabilities positions of HK$35,017,000 and HK$80,521,000,
respectively. Further, for the year ended 31 December 2006, the Group
incurred a net loss of HK$6,278,000. 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.

APPLICATION OF NEW AND REVISED HONG KONG

FINANCIAL REPORTING STANDARDS

(a) In the current year, the Group has applied, all the new and
revised standards, amendments and interpretations (“new
HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA"), that are relevant to its operation
and effective for accounting period beginning on or after 1
January 2006. The adoption of the new HKFRSs had no
material effect on how the results for the current or prior
accounting periods have been prepared and presented.
Accordingly, no prior period adjustment has been required.
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3. APPLICATION OF NEW AND REVISED HONG KONG

FINANCIAL REPORTING STANDARDS - continued

(b) Potential impact arising on the new accounting
standards not yet effective
The Group has not yet applied the following new standards,
amendment or interpretations that have been issued but are
not yet effective. The directors of the Company anticipated
that the application of these new HKFRSs will have no material
impact on the financial statements of the Group.

HKAS 1 Amendment Capital Disclosures’
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HKFRS 7 Financial instruments:
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HKFRS 8 Operating Segments?
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HK(IFRIC) — Interpretation 7
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Disclosures’

Applying the Restatement Approach under HKAS 29 Financial Reporting

&8 (BRPBREEN) 2EE7R

HK(IFRIC) — Interpretation 8

B (BB EmEER) REESH:
HK(IFRIC) — Interpretation 9

B (BB EmEER) REE%R
HK(IFRIC) — Interpretation 10

B (BBRPBmEEL) 2EE105%
HK(IFRIC) — Interpretation 11

B (BB BmEEL) 2EE115%
HK(IFRIC) — Interpretation 12

B (BB BmEER) 2EE125%

in Hyperinflationary Economies®
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ZHRE S| REMR A
Scope of HKFRS 24
BB IS R 25k EE
Reassessment of Embedded Derivatives®
EIFHHBRARITETAS
Interim Financial Reporting and Impairment®
T BB T5 ¥R & BRI (E®
Group and Treasury Share transactions’
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Service Concession Arrangement?®
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1 Effective for annual periods beginning on or after 1 January 2007

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

3 Effective for annual periods beginning on or after 1 March 2006

4 Effective for annual periods beginning on or after 1 May 2006

5 Effective for annual periods beginning on or after 1 June 2006

6 Effective for annual periods beginning on or after 1 November 2006
7 Effective for annual periods beginning on or after 1 March 2007

8 Effective for annual periods beginning on or after 1 January 2008
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PRINCIPAL ACCOUNTING POLICIES

(a)

(b)

(0

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 HKICPA. In addition, the
consolidated financial statements include applicable disclosure
required by the Rules Governing the listing of Securities on
The Stock Exchange of Hong Kong Limited and by the
Companies Ordinance.

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.

The preparation of financial statements in conformity with
HKFRS requires the use of certain critical accounting estimate.
It also requires management to exercise its judgment in the
process of applying the Group’s accounting policies. The areas
involving a higher degree of judgment or complexity or areas
where assumptions and estimates are significant to the
consolidated financial statements are disclosed in note 35.

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.

Innovo Leisure Recreation Holdings Limited Annual Report 2006

4,

TESTHE

(a)

(b)

BRES
REMBHRRIBREEESHIAE
Wiz —PERE M H RS AR
(IBEMBHREEN]) FAGHE
Al (TEASTER]) k2 A THR
A EEMBREEL]) miRs
AN A M BHREREERBHER
ZIERABES EMRAIR AR
BIFTRE RESH-

mREXE
BETHBIAEZAABESEN
BTG RR THIRE L AR L RS

R AR BV HMEEA 2 HR
RAFRETIEGHhF-BEY
BHREETREEEEERBAR
BIZ BRI BETEREHE-F
RHE S KB ERAERERE
M IHRAVBHRRMEBERL
R R S AL AT RE 358 P EE -

meE%E
EARREEIERERIES—E
BB Mg REE S i
SREERZEBMER NS B
HERADEINEMNB AR ARA M
BRI AEERE B &£E
2IEEE HEBRRB RS R
BRI 2B

PETRER BRMB AR EE
RaETRERKERRZ AR ER
8 DEIRATG R TIIR DB
RECHIEERBEAAEEME
Z LB AR



NOTES TO THE FINANCIAL STATEMENTS
B RS SRR B o

FOR THE YEAR ENDED 31 DECEMBER 2006

HE-T

=
2<%

4,

ANET-A=+—HLFE

PRINCIPAL ACCOUNTING POLICIES - continued

(c)

Basis of consolidation - continued

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.

In the Company’s balance sheet, investments in subsidiaries
are stated at cost less impairment loss, if any.

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

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

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.
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PRINCIPAL ACCOUNTING POLICIES - continued

(d)

(e)

Subsidiaries

A subsidiary is an entity over which the Company is able to
exercise control. 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. In assessing
control, potential voting rights that presently are exercisable
are taken into account.

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 income statement.

Construction in progress is stated at cost which includes all
construction costs and other direct costs, including borrowing
costs capitalised, attributable to the construction in progress.
They are not depreciated until completion of construction.
Costs of completed construction works are transferred to the
appropriate categories of property, plant and equipment.

Property, plant and equipment are depreciated at rates
sufficient to write off their cost net of expected residual value
over their estimated useful lives on a straight-line basis. The
useful lives and residual value are reviewed and adjusted, if
appropriate, at each balance sheet date. The useful lives and
residual value are as follows:

Leasehold improvement
Amusement rides and machines
Office fixtures and equipment

Over the lease period
5 — 8 years
2 — 5 years
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PRINCIPAL ACCOUNTING POLICIES - continued

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:

Financial assets at fair value through profit or loss:
include financial assets held for trading. Financial assets
are classified as held for trading if they are acquired
for the purpose of sale in the near term. Gains or losses
on investments held for trading are recognised in the
income statement.

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 the income statement in
the period in which they arise.

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 method, less any identified
impairment losses.

An impairment loss is recognised in the income
statement 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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PRINCIPAL ACCOUNTING POLICIES - continued

Financial instruments — continued

(f)

(i)

Innovo Leisure Recreation Holdings Limited Annual Report 2006

Financial assets — continued

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
investments are measured at amortised cost using
effective interest method, less any identified
impairment losses.

An impairment loss is recognised in the income
statement 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.

Available-for-sale financial assets: 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 income statement.

Any impairment losses on available-for-sale financial
assets are recognised in the income statement on
available-for-sale debt investments, impairment losses
are subsequently reversed if an increase in the fair value
of the investment can be objectively related to an event
occurring after the recognition of the impairment loss.

4,

TESHBEK-a
MBTR-&

U]

(i)

HBEE-#&
FAEEYmRE ZFEE
A B E 2 AT R E R
BRABEFHIFITEY
BEE MASEZERER
ERBENFEERMBL.
RERERRZSESEER
FEZHM RERAER
M SRR B R R E
HEE < RER RS-

BEERBRNEECHE
By UK 2 2% P B R URL (B A
18 W B iR EERm ¢ 53R A
RRABREMNERITIR 2 AEr
ARBREREZREZER
BEREBE - ZEEZ AT
(O] A 72 X B B RRURL(E
BATERAE 2 FIHARE RIEE
BENERHRERED - HERE
BEGROREEAZER
1B B 15168 48 20 J8 e RRURK (B
Z SRR o

FEVBKEE: T LR
MZITEMBEERER
FEEE BRASEYHIN
BEBRAMNBAR BEQ
Al AR HIBRETT 2K
BRI E - FREANAARE
B8R MARBEIZEH
BHERER SRR BHENE
BEZAAEBETEK BBK
BB FEREN BERAR
RS M SH - I 1 W aR R R

s °©

FFEMBEEZ EIRER
BRI ER R ATER Ao Al
HEZBEBRE WREZA
R EER FE M ERERRE
BRI HIE 2 FEEE AR
HigHRRE D



NOTES TO THE FINANCIAL STATEMENTS
B RS SRR B o

FOR THE YEAR ENDED 31 DECEMBER 2006

HE-T

=
2<%

4,

ANET-A=+—HLFE

PRINCIPAL ACCOUNTING POLICIES - continued

Financial instruments — continued

()

(i)

(i)

Financial assets — continued

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. An impairment loss is recognised in the
income statement when there is objective evidence that
the asset is impaired. The amount of the impairment
loss is measured as the difference between the carrying
amount rate of return for a similar financial asset. Such
impairment losses will not reverse in subsequent
periods.

Financial liabilities

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

Financial liabilities at fair value through profit or loss:
Financial liabilities at fair value through profit or loss
include financial liabilities held for trading and financial
liabilities designated upon initial recognition as at fair
value through profit or loss.

Financial liabilities are classified as held for trading if
they are acquired for the purpose of sale in the near
term. Gains or losses on liabilities held for trading are
recognised in the 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.
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PRINCIPAL ACCOUNTING POLICIES - continued

(f)

(9)

Financial instruments — continued

(ii) Financial liabilities — continued
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 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.

(iii)  Derecognition
The Group derecognises 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.

Financial liabilities are derecognised when the
obligation specified in the relevant contract is
discharged, cancelled or expired.

Impairment of other assets

At each balance sheet date, the Group reviews the carrying
amounts of the financial and other assets to determine
whether there is any indication that those assets have suffered
an impairment loss or an impairment loss previously recognised
no longer exists or may have decreased.

If the recoverable amount (i.e. the greater of the net selling
price and value in use) 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.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so 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.
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PRINCIPAL ACCOUNTING POLICIES - continued

(h)

()

Inventories

Inventories 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. Cost is calculated using the weighted average
method. Net realisable value represents the estimated selling
price in the ordinary course of business less the estimated
costs of completion and the estimated costs necessary to make
the sale.

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.

Sale of food and beverages are recognized in the income
statement at the point of sale to customers.

Income taxes
Income taxes mainly 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 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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4,

50

PRINCIPAL ACCOUNTING POLICIES - continued

(k)

0}

(m)

Employee benefits

(i) Defined contribution retirement plan
Contribution to defined contribution retirement plans
are recognised as an expense in the income statement
when the services are rendered by the employees.

(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

Where substantially all of the risks and rewards incidental to
ownership are retained by the lessor (an “operating lease”),
the total rentals payable under the lease are charged to the
income statement on a straight-line basis over the lease term.

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 income statement,
except for foreign currency borrowings qualifying as a hedge
of a net investment in a foreign operation.

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are recognised
in the income statement in the period in which they arise.
Exchange differences arising on the retranslation of non-
monetary items carried at fair value are included in the income
statement 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 is also recognised directly in equity.
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PRINCIPAL ACCOUNTING POLICIES - continued

(m)

(n)

(o)

Foreign currency — continued

On consolidation, the results of operations outside Hong Kong
are translated into the presentation currency of the Group
(i.e. Hong Kong dollars) at the average exchange rates for the
year unless exchange rates fluctuate significantly during the
period, the rate approximately 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 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.

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.

4,

TESHBE-a

(m)

(n)

(o)

BHERERARAT

M —
RERERBE BB NINEB 2 EE
RER 5E HERRE 2 ER LR
MG R IR RS E 2 REEE
7T FRIEEAME KRR B E - B IR
BRUINRBZIBEERAE (B
REKBAREEGMEL ZAE) %
BEHCEXRME-IZRYNEXRKRE
HMEEHERRERERREERE
SN ETSRABPESE OE R ZRE R
Rtz ([IVERHE]) - WA RE
BUUAREBE B EINEE IS
B RBEA B RERAEERE
X OFRIRE  REKIER A
SEETER 2B MiEHRR 2 W
RPFER BN ZR B FRRRIN
ERE

EERIREE

i BE < R A A BB AT
BEFIBEETREHMAE BARID AR
FHEEEBMAN B AR M 2 &
BN HAER B EES.

HRIRET TR R B 3T 8E
HBEBIEA G BRIFNHZHE
B A EREE WA IFHRARE
BE-BRIFMHRERN BERER
EeRRLE—ARFARRETE
BE NARARERE-

N

2 EWE
DEIEAREN R 25D B
Rz EmaiRig EH D E) iz
HERIRB 2 FHELBERE MR
DEP) AR BN B RIREM D #82 R
B R M s AT AR IR o

N

—BERETR 51



NOTES TO THE FINANCIAL STATEMENTS
PR SRR Mo

FOR THE YEAR ENDED 31 DECEMBER 2006
HE_TZRF+_A=+—HILFE

4,

52

PRINCIPAL ACCOUNTING POLICIES - continued

(o)

(p)

Segment reporting — continued

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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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.

EEBECEEFERRERTES
W%ME%W%WW%ZEWWZEW&%
YRR F

2006 2005
—EERE —EERF
HK$'000 HK$'000
FET FET
Income from admission fee, REANSE  HEN IR
mechanical rides and ML 2 LA
redemption games 9,859 15,171
Advertising income BEERA 5,901 2,377
Sale of food and beverages HERY R M 229 1,013
15,989 18,561
BUSINESS AND GEOGRAPHICAL SEGMENTS EH K E D

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

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 People’s
Republic of China (the “PRC").

ARRIRNERERFEEBERACLE
HEEBRRSENE— D&

AEEYE2FIRBME TSR D 2 AKE
BEBREE 2N NEDPEEZRE
ERME BERRBZRAEZAN BRE
MEBRBBRBOBELBRMNPEARK
MBI ([RE]) -

OTHER INCOME Hg A
2006 2005
—EERE —ETRF
HK$'000 HK$'000
FET FET
Guarantee profit income ERENIA 4,335 =
Waive of loan interest due to a director HNeERESZS2ERAE 648 =
Others Hib 153 111
5,136 111

The guarantee profit income represents the income received from an
independent third party in accordance with the profit sharing
agreement signed during the year.

BRI ASRRIBEFARITOFED =i
AL 58 = 77 W ERHO A -

BB ERERAR —TTRFFR D3
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8.  STAFF COSTS BT HRA
2006 2005
—EBEXREF —TTRF
HK$’000 HK$'000
FExT FET
Staff costs (including directors) comprise: B TRKAN(BIEESR)A:
Wages and salaries TERES 7,440 12,681
Contributions on defined R FORRGTEI K
contribution retirement plans 294 120
7,734 12,801
9.  PROFIT/(LOSS) FROM OPERATIONS RERF 7 (E8)
2006 2005
—EERE —ETTRF
HK$’000 HK$'000
FHER FET
Profit/(Loss) from operations A (&)
is arrived after charging: THEE AR -
Directors’ emolument (Note 12) EE2ME (FHFE12) 1,124 1,812
Other staff's retirement benefits HAth 8 THRKIER
scheme contributions FT &I 278 120
Other staff costs Hh B TR 6,332 10,869
7,734 12,801
Auditors’ remuneration SRS 610 720
Impairment loss on trade and B 5 I Bt U RIA
other receivables BIEEE - 1,328
Operating lease rentals in BETHIEB 2K
respect of: HEMES:
— amusement facilities — PSR - 2,899
— land and buildings — T RAEF 1,149 2,569
and after crediting: &SN
Gain on disposal of property, HEE- BE R
plant and equipment BRI IE - 6
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10. WRITTEN BACK OF AN AMOUNT DUE TO A FORMER 10. R EIE(TAIHB A SIE

SUBSIDIARY
The amount of HK$ 14,875,000 represented the other payable to a #E8014,875,0008 T2 IBIEREE_ZF
former subsidiary in the PRC at the year ended 31 December 2004. WE+ZA=+—B1LFE R —EHE R
The former subsidiary was deregistered in 2004 and under the PRC B ARz H AR IR A E A RN =
law it lost the right to claim any liabilities against the Group at the ZENERERER BRBEPEDAN REE
balance sheet date. In the opinion of directors, such payable was H -ZARIEERAAEEEN A BN
extinguished and hence the payable was written back to the income EERR DENFIALE M HNEBE
statement during the year ended 31 December 2005. “EERFE+ A=+ HILFEREEKE
%o
11. FINANCE INCOME AND COSTS 1. BMBBARKE
2006 2005
TEEXREF “TEREF
HK$’000 HK$'000
FER T
Finance income B
Imputed interest income HEF BN 1,758 5,756
Bank interest income ERITFSHA 4 15
1,762 5,771
Finance costs BTESRAR
Interest on bank loans RITERFE (4,654) (3,838)
Imputed interest on interest-free EERLERZHERE
loan from a director (4,396) -
Interest on amounts due to JERTEE FIRF R
directors - (1,503)
Imputed interest on interest-free loan RIERAREEER
from ultimate holding company ZIEEFE - (547)
(9,050) (5,888)
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12. DIRECTORS’ EMOLUMENT 12. EEMe
Directors’ emolument disclosed pursuant to section 161 of the Hong I TABEEERTRPIE 16 1R TAKE
Kong Companies Ordinance is as follows: ZEEHE:
Salaries,
allowances Retirement
and benefits scheme
Directors’ in kind contributions
2006 fee e MR RIRETE Total
—EERE EEWSE BYEH R B
HK$’000 HK$'000 HK$'000 HK$'000
FHET FHET FET FET
Executive directors (note 1)
BITEE (13E1)
Chan See Kit, Johnny (note 2) - 48 12 60
PRE (BF5E2)
Lai King Hung - 120 4 124
ZRus
Ho U Un (note 3) 40 - - 40
AR (i EE3)
Independent non-executive
directors:
BUkHITES
Cheung Hon Kit 240 - - 240
SRIEGE
Chui Sai Cheong 240 - - 240
EttE
Yu Kam Yuen, Lincoln 240 - - 240
RIBER
Chan Shek Wah 180 - - 180
PR 52
940 168 16 1,124
note 1: Chan Chak Mo, Leong In lan, Tong Ka Wai and Lim Kam Hung are the executive Ml : RBEZZTAFT_A=T—HLLFE"
directors of the Company for the year ended 31 December 2006, but no FROER  2OTH BRERME ARG BARDR]
emolument was paid to them during the year. ZHITES I F AR S R A B
&
note 2:  Chan See Kit, Johnny waived his emolument of HK$552,000 for the year ended M2 : BREAREEEZ-_TTF+_A=1+—
31 December 2006. Other than that, none of the directors waived any B IEFE 2 B4 552,000 7T Btk 2 S0 #E
emolument for the year ended 31 December 2006. EEERWEBE_TT A FT-A=1T—H
IEFEZME
note 3: Ho U Un resigned as the director on 29 April 2006. M3 : RN —TEANFOA-TNAREES
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12. DIRECTORS’ EMOLUMENT - continued 12. EEMWE-=
Salaries,
allowances Retirement
and benefits scheme
Directors’ in kind contributions
2005 fee e EA R RIKGETEI Total
—ZEThEF vk EYREF R Rk
HK$'000 HK$'000 HK$'000 HK$'000
FH#T F#T FHET FHET
Executive directors (note 4)
BITESE (M534)
Chan See Kit, Johnny - 600 12 612
Lai King Hung - 120 4 124
BRI
Ho U Un 120 = = 120
AR
Chan Chun Yin, Joseph (note 5) - 53 3 56
BREAE (FM1E5)
Independent non-executive
directors:
BYFHTES
Cheung Hon Kit 240 - - 240
SREAE
Chui Sai Cheong 240 - - 240
EtE
Yu Kam Yuen, Lincoln 240 - - 240
RIBE
Chan Shek Wah 180 - - 180
R 52
1,020 773 19 1,812
note 4:  Chan Chak Mo, Leong In lan, Tong Ka Wai and Lim Kam Hung are the executive Wita: REBE-_ZTR&F+_A=+—HILEE"
directors of the Company for the year ended 31 December 2005, but no R 2T BERE RS AE AR AT
emolument was paid to them during the year. THTES EERNFESEES A
&
note 5: Chan Chun Yin, Joseph resigned as the director on 30 April 2005. W5 : MRER -_EERENA=-+HBREIES
No director waived any emoluments for the year ended 31 December REBEE_ZZERF+_A=1+—HILFE"
2005. WEEERWBE-
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13.

14.

58

EMPLOYEES’ EMOLUMENTS 13.

The aggregate emoluments of the five highest paid individuals did
not include any (2005: one) executive director of the Company, whose
emoluments are included in note 12 above. The aggregate
emoluments of the remaining five (2005: four) highest paid individuals
are as follows:

12 5 % i
hEREHFATZMSERIBREEN (=
ETRE: —R) ARAHTES M
N EXMIEE12 - g A% (CTETAF T
) EEHFALTZMSAEMT:

2006 2005

—2BAFE —TTRF

HK$’000 HK$'000

FET FHET

Basic salaries and allowance EARH & KoERL 3,000 2,977
Retirement scheme contributions RIRETEI K 60 36
3,060 3,013

The emoluments of the five (2005: four) individuals with the highest
emoluments are within the following bands:

h& (CEERF HE) &RFALTZHE
NFIATEHE:

2006 2005
—EERF —ETRF
HK$'000 HK$'000
FET FAT
Nil - HK$1,000,000 0— 1,000,000/ 7T 4 3
HK$1,000,001 — HK$ 1,500,000 1,000,001 7T — 1,500,000 7T 1 1
INCOME TAX CREDIT 14. FRBHRE
Income tax credit in the consolidated income statement represents: FAEWERAZ AR (O
2006 2005
—EERE —ETRHE
HK$'000 HK$'000
FET FHET
Current year — Hong Kong Profits Tax REE —BHBFER
Over-provision in respect of EFEHBERE
prior years - (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 2006 and 2005. Overseas tax is calculated at the rates
applicable in the respective jurisdictions.
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14.

15.

INCOME TAX CREDIT - continued 14. FREHRE -«
The subsidiary in the PRC is subject to an Enterprise Income Tax (“EIT") FEZHBARAKIZ% (ZETRF:
at rate of 33% (2005: 33%). No provision for EIT has been made as 33%) X ERGBMEEMER ([DEME
the PRC subsidiaries have aggregate tax losses brought forward for i) BHRPEMBARRBETT R F
the year ended 31 December 2006. No provision for EIT had been T AT RILFEREAERBKEIRE
made as the PRC subsidiaries had no assessable profits for EIT for the B E UL AR E S TS R R
year ended 31 December 2005. WEBARREE=—EETRF+=-_A=1T—H
LESFE EAT ] ERRFT 1S s ) - iR A 4
MRS R
There was no significant unprovided deferred taxation for the year or FASNEE AW E R 2 REHEIRT
at the balance sheet date. TIE-
At the balance sheet date, the Group has unutilised tax losses of REEE R - REEZ KRB A AMERIE AR KR
HK$30,575,000 (2005: HK$38,381,000) available for offset against R 2 1518 7430,575,0008 (- EZFH
future profits. No deferred tax asset in respect of the tax losses has £:38,381,000#7T) © RN A TERIR AR F)
been recognised due to the unpredictability of future profits streams. B - WEBHREER BTN EEEL R
Included in unrecognised tax losses are losses of HK$30,575,000 T AR 5t ARMERT S BB BENIF A
(2005: HK$38,381,000) that will expire in five year’s time. BI|H 7 E5483%30,575,0008 0( — TR F
38,381,000/ 7T) ° Efth 518 R AT AR Histh 45
o
The tax credit for the year can be reconciled to the loss per REERIBRE B AR 5 RS Wk
consolidated income statement as follows: ERERETTIE
2006 2005
TEEXREF ZTTHF
HK$’000 HK$'000
FHER FHIT
Loss before income tax expense BRATE R HRIEE (6,278) (16,729)
Tax calculated at the Hong Kong REBNEHE17.5%
Profits Tax rate of 17.5% (ZZZTRF:17.5%)
(2005: 17.5%) FHEBiA (1,098) (2,928)
Effect on different tax rates of EEEMEEME S5 2
subsidiaries operating in M AR 2 BEE A
other jurisdictions AL 2 & 1,440 (3,009)
Tax effect of non-deductible expenses TEMF = B R BA
and non-taxable income AW AZ B RE (22) (14)
Tax effect of revenue not subject to tax ~ HARBRWAZ HIEFLE 2,857 5,951
Utilisation of unrecognised tax losses B AR RN EE (3,177) -
Over-provision in respect of prior years T EEHmERE - (1,500)
Tax credit IR E - (1,500)
LOSS PER SHARE 15. BREE
The calculation of the basic loss per share for the year is based on the FAFREREEIREFERARA R B

net loss for the year attributable to ordinary equity holders of the
Company of HK$6,210,000 (2005: HK$16,729,000) and the
600,000,000 (2005: 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 both years.

BHERERARAT

A AFEIFE186,210,00087T (T H
F:16,729,000%7T) RFERNE EITRG
600,000,0008% (—ZZ FH £ :600,000,000
B Fr&E-

R EFEYEAETHEIRE BN &
W25 SR EEER-
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16.

60

PROPERTY, PLANT AND EQUIPMENT 16. MHFR -BMERRE
Amusement Office
rides and fixtures and
Leasehold machines equipment  Construction
improvement waig BAERE in progress Total
HERE KR ES EEIR w5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET THT THT FET
THE GROUP r5E
Cost D%
At 1 January 2006 RZZEZ F—-F—H - 24,484 338 - 24,822
Additions NE 2,339 2,260 371 409 5,379
Exchange difference ERER - 44 5 - 49
At 31 December 2006 RZTTRE
+=-A=t+—H 2,339 26,788 714 409 30,250
Accumulated depreciation ~ REFE
At 1 January 2006 RZZEZ F—-F—H - 4,439 145 - 4,584
Depreciation wE 546 3,702 88 - 4,336
Exchange difference ERER - 9 1 - 10
At 31 December 2006 RZTERF
+=A=+-A 546 8,150 234 - 8,930
Cost %S
At 1 January 2005 R-ZTAF—A—H = 23,227 250 - 23,477
Additions NE - 1,365 88 - 1,453
Disposal & - (108) - - (108)
At 31 December 2005 RZTTREF
+=A=+-H - 24,484 338 - 24,822
Accumulated depreciation ~ REHE
At 1 January 2005 RZZEZRF—-A—H - 1,492 55 - 1,547
Depreciation e - 2,953 90 = 3,043
Written back on disposal HE&E - 6) - - 6)
At 31 December 2005 RZZERF
+=A=+-A - 4,439 145 - 4,584
Net book values REFE
At 31 December 2006 RZZBERF
+=-A=+—H 1,793 18,638 480 409 21,320
At 31 December 2005 RZZERF
+=-A=+—H - 20,045 193 - 20,238
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17. INTERESTS IN SUBSIDIARIES 17. FRLBE AR
The Company
AATE
2006 2005
—EEXRE —TETRF
HK$'000 HK$'000
FET FAET
Unlisted shares, at cost IE LTS BAE 243,512 243,512
Less: Impairment in value JB R (243,512) (243,512)

EEE TR BB A R 2 AT IR0 & 7R
R AR E S B REZHE AR 2 bt
FREAKREREFREE-

Impairment loss was recognised on the base of 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 2006 are as

follows:

Name of subsidiary

MDA &M

Alltrade Enterprises
Limited
2EBEERAA

Grand Delight Overseas
Limited
AREINERAR]

Infotower Limited

Metro Asia Limited
BEBRAR

Nominal value

Place of of issued and
incorporation/ fully paid/
establishment/ registered
operations capital
AR, BRTRAERE
BRI/ S 2 HEMRAEE
British Virgin Islands/ Us$1
Hong Kong 1370
KBRZES/
)
British Virgin Islands/ Us$1
Hong Kong 1370
REBRIHES/
)
British Virgin Islands/ Us$1
Hong Kong 1370
REBRLHE/BE
British Virgin Islands/ Us$1
Hong Kong (E
KERZES /&5

ARAR-FEAF+=A=+—B2H

BARGFEMT:

Principal activities

Proportion of nominal
value of issued/
registered capital

TEXH HERT/
AR A E E L Bl
Directly Indirectly
Hi i
Leasing of mechanical 100% =
rides
HEHETRL
Investment holding 100% -
REER
Investment holding = 100%
REER
Investment holding, 100% -
administrative and
supporting services
REER 1THREZERS
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17. INTERESTS IN SUBSIDIARIES - continued 17. FHEMB AR -&
Nominal value
Place of of issued and
incorporation/ fully paid/ Proportion of nominal
establishment/ registered value of issued/
Name of subsidiary operations capital  Principal activities registered capital
ol NG a2y BRITRMEREK FEXE HBERT/
BRI/ S 2 A RAEE AR A E E B
Directly Indirectly
Hi %
Penny Farthing Agents British Virgin Islands/ US$8  Investment holding 100% =
Limited Hong Kong 8%k IREER
KBRZES/
e
Regent King Holdings Hong Kong HK$1  Administrative and 100% -
Limited o 18T supporting services
MEREBEFRAR] TH R IR RS
Roy Development Limited Hong Kong HK$5  Investment holding - 80%
RABERARAA 6 SET  REER
Tesbury International British Virgin Islands/ US$100  Dormant = 65%
Limited Hong Kong 100%€T EEER
LA (ER) BRAA KBRZES/BE
World Joint Limited Hong Kong HK$1  Dormant - 100%
6 BT BEEH
EERRBELERAR * PRC US$1,750,000  Operation of carnivals = 98.29%
([ EgER]) I 1,750,000%7T #KERFES
Guangzhou Funmania PRC RMB3,000,000  Operation of amusement park - 100%
Carnival Company i AR¥3,000,000T LR
Limited
BIMNERFEFR AR
Guangzhou Funmania PRC HK$5,000,000  Operation of nature amusement - 80%
Nature Park Limited HE 5,000,000/ 7T park in Panyu, PRC
BMNERRE AR R BE B LS E R R
BRAT
* This is a sino-foreign joint venture enterprise under PRC law. Subject to the & Ut THARE R BEBIR S 2 R ONE B EE o fF
payment of an annual payment of RMB50,000 to the joint venture party, the A& EHRFEZ S ARKES0,0007T1% - A&
Group is entitled to all profits and bears all of the losses of _E/&2%. ENEEER LSRR 2 AR RAEAER
iEz) 3-8
None of the subsidiaries had issued any debt securities at the end of REFE BLRHTE A R B TE MR SFE 7
the year .
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18. INVENTORIES 18. F&
The Group
TEE
2006 2005
ZBEARF “TEREF
HK$'000 HK$'000
FER T
Finished goods and goods for resale SXm&AMHEEEE R 5,118 5,686
Inventories, which represent redemption gifts, food and beverages, FEEFREm R MK TR AN A]

are stated at the lower of cost and net realisable value.

HHFE AREERE) 5.

19. TRADE AND OTHER RECEIVABLES 19. EBEZRHEMEKRRKE
The Group
KEE
2006 2005
—EEXRE —“ETHF
HK$'000 HK$'000
FHET FHEIT
Trade receivables B 5 WA 33,912 31,437
Other receivables H b U IR 4,124 6,967
38,036 38,404

The following is an ageing analysis of trade receivables at the balance

REE B 2B S RWFIRIRARE AT T :

sheet date:
The Group
rEE

2006 2005
—EERF —EETRF
HK$'000 HK$'000
FET FAT

Ageing BB
0 to 90 days 0Z90H 4,483 2,114
91 to 365 days 91&365H 106 -
Over 365 days 3658 A 29,323 29,323
33,912 31,437
BHBLERERAT —TTAFFER 63
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19. TRADE AND OTHER RECEIVABLES - continued 19.

In June 2004, the Group filed a claim to the Hong Kong High Court
against a trade debtor for the sales receivables 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$4,589,000 (2005: HK$2,114,000) is
denominated in Renminbi.

20. AMOUNT DUE FROM A FORMER DIRECTOR 20.

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

Balance as at
31 December

B RHMEKRFIE -#
RZTTNFANR AEBAEZRTEREE
b B EREE X BRARMEZE SR
3£29,323,000/8 LA E S 1EB AR AR
EERE HRBREFHRM HEEETE
Al R RER AL ANEEWARBE L EK
HR I mETIEL RER - E 5 e FIE
H#24,589,000/8 7T (ZEZHE:2,114,000
YETT) TIAA R BRI

FEW AT ESERIE
REATE S R E T

The Group
rEE
Balance as at
31 December

Maximum
outstanding

2006 2005 amount during

RZZBZBXRE R-TTRHE the year

+=—A=+—8B +=ZA=+—H FARS

Z iR 2 EER REBERIE

Name of a former director HK$’000 HK$'000 HK$’000
MESEHSE FET FET FHET
Mr. Li Tat Ting TERSLE 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.
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21.

22,

CASH AND CASH EQUIVALENTS

21. RERFZERREHEAB

The Group
REE
2006 2005
—EBERE —ZETRF
HK$'000 HK$'000
FET FAET
Bank balances and cash RITHEB KRS 1,075 641

The cash and cash equivalents of the Group that are denominated in

REFUAEREUINZ EEFIEZEE

currencies other than the functional currency of the Company are set FERIBSEBMT:
out below:
The Group
rEE

2006 2005
—EERE —EETRF
HK$'000 HK$'000
FET FAT
Renminbi AR 209 320

OTHER PAYABLES AND ACCRUALS

Other payables and accruals includes amount due to a minority
shareholder of a subsidiary HK$178,000 (2005: Nil), which is
unsecured, interest free, repayable on demand and non-trading
nature.

The Group's other payables and accruals that are denominated in
currencies other than the functional currency of the Company are set
out below:

22, HitENRERESER
H e ROE & ERT B AR IE RN — KB
NEZ —BPHRRKIE178,0008 7T (ZF
THEE) FEREAEER 25 AR
TREERBRIEZE S EL-

AEBUAARRIREEE AN 2 EBFHEZ
HAG RN SRR ERT B AT

The Group
REH
2006 2005
—EERE “ETRF
HK$’000 HK$'000
FET FAT
Renminbi AR 1,411 607
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23. AMOUNT DUE TO A DIRECTOR/AMOUNTS DUETO 23. BENEEXE
DIRECTORS
The Group The Company
TEH FN/N]
2006 2005 2006 2005
—ZEREF —TTRHF —EERE —ETRE
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FHET
Amount due to a director FENEEHRE
- current —RE
Amount due within —F R EH 2 FIA)
one year (i) 235 2,000 - 2,000
Amounts due to directors Bt EEFIE
- non-current —ERE
Amounts due after one year —4F14 2|8~ 718
Interest bearing at prevailing &R 1735 =& (ji)
market rates (ii) 86,036 67,693 76,345 58,237
(i) The amount is unsecured, interest free and repayable on (i) ZEFREBEER R RAREX
demand. The carrying amount approximates its fair value. BR EEmEREARBERE-.
(ii) The amounts are unsecured and have no fixed repayment (ii) 5% % FUA AR N B TE 8 R

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 balances are interest bearing at 3% per
annum. The fair value of the non-current balances are
determined using the effective interest rate of 9.25% (2005:

8.75%) per annum.
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24. BANK LOANS 24. SRITENR
The bank loans are repayable as follows: RITEREN U T ERRER:
The Group
REH
2006 2005
—ETRE —ZETRF
HK$’000 HK$'000
FHER FHIT
Within one year —FR 13,413 12,683
Between one to two years —FEMF 28,601 11,485
Between two to five years MEERF - 27,718
42,014 51,886
Less: Amounts due within one year BB RRE AR
shown under current liabilities R—FRENE 2508 (13,413) (12,683)
Amounts due after one year —F1& 58 2 5B 28,601 39,203
The bank loans are secured by pledge of certain shares of the Company ZERITER T AT A FPuregain
owned by the ultimate holding company, Puregain Assets Limited, Assets LimitedFT#E A 2 & TR FIRGD RE
and a personal guarantee given by a director, Mr. Chan Chak Mo. ERERCERE CEAABREER ZH
The bank loans bear floating interest rate at Seng Heng Bank Best BIRIT 2 REBEERFEMFEN F0.75%
Lending rate plus range of 0.75% to 1.25% (2005: best lending rate £1.25% (ZEERAF  HEEERMEM
plus 0.75% to 1.25%) per annum. All bank loans were denominated 0.75% %2 1.25%) Z)FEN S RHEF B -FTE
in Hong Kong dollars. RITEFIEANB T AER -

25. AMOUNT DUE TO ULTIMATE HOLDING COMPANY 25. ENBAERARRE

The Group The Company
AEH ¥ /N
2006 2005 2006 2005
ZBERF —EERF ZBERF —EERF
HK$'000 HK$'000 HK$'000 HK$'000
FERT FET FHET FET
Interest bearing at RBRITT %
prevailing market rates (i)(ii) FIZ()Gii) - 6,837 - 6,837
Non-interest bearing (ii) EHFLEGi) 336 115 336 112
336 6,952 336 6,949
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25.

26.

68

AMOUNT DUE TO ULTIMATE HOLDING COMPANY -

continued

(i)

(ii)

The amount is bearing interest at 8% per annum (2005: 8%).

The amount is unsecured 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

Currency risk

Interest rate risk

Liquidity 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.

(a)

Credit risk

The Group’s maximum exposure to credit risk 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 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 except
for two long outstanding balances due from a trade debtor
and a former director disclosed in note 19 and note 20.

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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(ii)

BARBERFES% (ZETRF:
8%) st EFIE

B BARRIB L SRR B B E R R
EERR BAFIATAMRERNEER
R+ _EARNEER FRHREER
BRIIBIERENEE °

BETHE-ERERE
AEEECEER HEREU T —EXSE
BT E

EERMR

B R

R E R

mEE TR
MBEERMBREZAAEE

ARE 2 EE BN S AR ATRE 5t
i EERATEAT 2 BURR SR T e

(a)

FERR

WRZTEEN —TTRFT A=
T ARSRCEA M EEERET
HEME AIXREEMAAR ZEERE
BERZUZEEENREBEERER
PN 2 BR A AR - A & B i & 18
MESEEREEER 2RO S
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26.

FINANCIAL INSTRUMENTS - RISK MANAGEMENT -

continued

(b)

(0

(d)

(e)

Currency risk

The Group's exposure 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 and ultimate holding company are the general
sources of funds to finance the operations of the Group. The
Group's banking facilities are repayable within one year to
two years.

The Group had net liabilities of HK$35,017,000 as at 31
December 2006. 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.

26. HIBRIE-BRBREE-»

(b) E¥ER

REBFAS ZINERBREERAE
EhERE s RFESEK REH

EBANREER

(0  FEERE

BPOE R R iR
1 B B TR FE N S S SN L g

AEBRFEMBEERBE X
EHMAZNEER TEMBEE
T2RERRITZEHAER-T B
BREZEREBHN KT EZRTT
ERRIREEN R B ZENEER

RRERAT 2 HE

(d RBESER

NEELEZRSRE RTT
BESVEXNSEE 73
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AR E

LEMFEELWIR-ANEEZRITH

BER—EMFNER-

R-EEF+_A=1+—H8 &%
B A FA&E35,017,0008 7T AN EH

ZmEEz R
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EEBELEHRRAR
HEZ KR ANEEEH

R EEEESAN EREE R
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AR B IR E PR AR BB B 7 32

&
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27. SHARE CAPITAL 27. B
Number of shares Amount
2006 & 2005 2006 & 2005
RBEE x|
—EERER —EEXRER
—EERF —ZERF
HK$'000
FAT
Authorised: ERE
Ordinary shares of HK$0.01 each SREE.OTVETLY
TR 3,000,000,000 30,000
Issued and fully paid: BEETRER:
Ordinary shares of HK$0.01 each FREE0.01E T Tk 600,000,000 6,000
28. SHARE OPTIONS 28. MBIRESHE
Pursuant to the share option scheme adopted by the Company on BEARAFTNRZZEZ_FRAT=ARMRKZ
13 June 2002, the Company may grant options to the directors, non- AR #ERT 31 - AR B A] AN A | sk E AT B
executive directors, suppliers of goods and services, customers, BARICES FEWTEE BEYRIRIHE
advisors and consultants, shareholders of the Company or any of its P BT SRR AR AR AR A DA
subsidiaries for the primary purpose of providing incentives to them, REBARR ARG - FE UL BN R F AR LB
to subscribe for shares in the Company with the payment of HK$1 N-BREZ KEREMHERE BT A8
per offer. The total number of shares in respect of which options B 2 BRREPT S R ARD 8 NS AR
may be granted shall not exceed 30% of the issued share capital of NEER 2 B BITIRAN30% © LM PAE(R—
the Company from time to time. The number of shares in respect of EFE MFRAEMALEE S RARRE
which options may be granted to any individual in any one year shall BATRRAN % A 2 BE AR o finif) = Z AR S
not exceed 1% of the issued share capital of the Company. Options BT EERHBEAAR QR B BITRA
granted to substantial shareholders or independent non-executive 0.1% 3k BB E#885,000,00075 7T 2 FEAAE - Al
directors in excess of 0.1% of the Company’s issued share capital or MBS RS AR AR B - HE AR #E 2 17
with a value in excess of HK$5 million must be approved in advance EERZERMPIBAER H B A L ER
by the Company’s shareholders. The exercise price of the share option ZBHEBRZZ FHRME RONKLR
will be determined at the higher of the average of closing prices of HATERE S P I B A KRR B E=FF 2
the shares on the Stock Exchange on the five trading days immediately i s o AR A AR A BARE 5T 105 7T
preceding the date of grant of the options; the closing price of the & M B EMSERIZEZ A #1428 -
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. AT BERNZ AT B DAL ] B AR

o
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29. RESERVES 29. f#fE
Share Contributed Capital Accumulated
premium surplus reserve losses Total
R E BABER -ZNY REFE st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT FAT FAT FTAT FAT
THE COMPANY ¥ N/NET
At 1 January 2005 R-ZZEERF—HA—H 18,197 243,302 - (282,688) (21,189)
Net loss for the year FEBEFE - - = (55,246) (55,246)
At 31 December 2005 RZZTZTRE
+=-A=+—H 18,197 243,302 - (337,934) (76,435)
Contributed by equity A AER
holders for the year &% - = 1,301 = 1.301
Net loss for the year FEBEFE - - = (11,387) (11,387)
At 31 December 2006 RZTTREF
+=-A=+—H 18,197 243,302 1,301 (349,321) (86,521)

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.

The capital reserve represents the amount contributed by equity
holders.

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:

(a) 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.

The Company had no distributable reserve at 31 December 2006.

BABMREARBRE_ZT_FEEEH
MU E 2 B A Bl 2 BV E EFE AR AR
REIRBATEITR ) 2 EEMERZZ
2Ho

BARHEERESBAZHER-

REBARE-NNFRQBE EFTAR) K
R ZEABERAI IR 2A T - it H1 3R T 51
B BIARR B NS EBBARKRE RIOK
AR DK

(@)  ARBRINEREFIRERE AR AR
EXERDHER X

(b) ARREEZAEREESELME
REBE SHETRARBRMEEZ
A

REZEZRF+-A=+—H RAFLE
A IR g o
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30. OPERATING LEASE COMMITMENTS 30. REHERE
The total future minimum lease payments are due as follows: RIRFAREE N RAET AR T Y BRI
The Group
rEE
2006 2005
TEERE “TEREF
HK$'000 HK$'000
FET FAT
Within one year —FNR 722 163
Within two to five years MEZERF 1,419 -
Over five years B A 5,217 -
7,358 163

AREE B AGH B RBRE T AT BERR S AL
(—RAH—Z2—1+%) BRZ L REFX

The Group was committed to make future minimum lease
commitment in respect of land and buildings rented under non-

cancellable operating leases which typically runs for period from one NEHEEER-
to twenty years.
31. CAPITAL COMMITMENTS 31. EXREE
The Group
rEE
2006 2005
—EEXRE —TTREF
HK$'000 HK$'000
FERT FHET
Commitments for the acquisition of WeEEZ B K&
property, plant and equipment R A
— authorised but not —BHUEERFTA
contracted for - 2,139

Besides, the Group had commitment of HK$6,525,000 (2005:
HK$2,883,000) in capital contribution in PRC subsidiaries at the
balance sheet date.

BESN REER B - AR AR B B A
JA#6,525,000/& 7T (Z T A4 2,883,000
AIT) °

R-BEXNFE+_A=+—8 AQFLE
R 8 R BT 2 (S ST E &R

The Company had no outstanding capital commitments as at 31
December 2006.
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32.

33.

CONTINGENT LIABILITIES
At 31 December 2006, the Group and the Company did not have
any contingent liabilities (2005: Nil).

RELATED PARTY TRANSACTIONS
During the year, the Group entered into the following transactions
with the related parties:

During the year, the Group incurred interest expenses of HK$374,000
(2005: HK$547,000) and HK$2,132,000 (2005: HK$635,000) payable
to its ultimate holding company and director respectively.

During the year, the Group’s ultimate holding company waived interest
incurred during current year HK$374,000 (2005: HK$547,000) and
accrued interest in last year HK$790,000 against the Group
respectively.

During the year, the Group's director waived interest incurred during
current year of HK$2,132,000 (2005: HK$635,000) and accrued
interest in last year of HK$648,000 against the Group respectively.

As at 31 December 2006, the bank overdrafts included, an amount
of HK$4,395,000 (2005: Nil) which was secured by personal guarantee
given by a director, Mr Chan Chak Mo.

The bank loans were secured by pledge of certain shares of the
Company owned by the ultimate holding company, Puregain Assets
Limited and personal guarantee given by a director, Mr Chan Chak
Mo.

The remuneration of directors and other members of key management
during the year are disclosed in note 12 and note 13.

32.

33.

BHERERARAT

HAREE
R-ZEERF+-_A=+—"H AEEKEAK
NEEAMSARE (ZETRF HE) -

BREALRS
FRAEESTIATEREALRS:

FA AEBSRRERKIERAGIRES
S AFH]E374,000% T (ZFZ F4F : 547,000
HIT) %2,132, 0008 T (ZEERHE:
635,000/ 7T) ©

FRAEBHRRIEBR AR DRI RAE
B 2 NEFFEERFB374,0008 0 (Z2EH
F 547,000/ T) REFHEFFE790,000
HBITe

FR AEBEZENFRRAEEZAFE
FEETHE2,132, 0008 T (ZETRE:
635,0007870) MG RETF]E648,000%8 7T

RIEERF+-_A=+—B RITEZH
IERZEERER AR EAARRERRZ
4,395,000 0 (ZEZTRF ) -

IRITEFRBRKIER A FIPuregain Assets

Limited FTHEA 2 & T AR R R ESRE
BUSE ARt 2 B A FE RV RAR

BEREMEBEREABRFAZEHIN
MizE12 X MIRE 138 Pk R -
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34. POST BALANCE SHEET EVENT 34.

(a) Subsequent to the balance sheet date, the Company has
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undertaken the following events in relation to resumption
proposal (“Proposal”):

(i)

(ii)

(iii)

Innovo Leisure Recreation Holdings Limited Annual Report 2006

The Company proposes to consolidate every 10 issued
and unissued ordinary shares of HK$0.01 each into
one share of HK$0.10 each (“Consolidated Share”).

Furthermore, the Company proposes to increase the
authorised share capital of the Company from
HK$30,000,000 divided into 3,000,000,000 shares of
HK$0.01 each to HK$100,000,000, divided into
1,000,000,000 Consolidated Share.

These events are subject to completion of certain
conditions as set out in the Company’s announcement
dated 16 March 2007.

On 16 March 2007, a conditional sale and purchase
agreement was entered between the Company and
Mr. Chan Chak Mo (“Mr Chan”), a director of the
Company and Restaurante Chun leng — Sociedade
Unipessoal Limitada (“Chun leng”) (collectively referred
to as “the Vendors”), whereby the Company has
conditionally agreed to acquire and the Vendors have
conditionally agreed to dispose of the entire issued
share capital of Kanysia Investments Limited at a total
consideration of approximately HK$62.1 million, of
which approximately HK$10.8 million will be satisfied
by the allotment and issue of 21,602,422 Consolidated
Shares at a price of HK$0.50 per Consolidated Share
to Mr. Chan and/or his nominees; and the balance of
approximately HK$51.3 million by the issue of the
convertible note to Chun leng and/or its nominees, in
each case on completion of the Proposal.

On 16 March 2007, a conditional subscription and loan
capitalisation agreement was entered between the
Company and Mr. Chan, Mr. Chan has conditionally
agreed to subscribe 40,000,000 new Consolidated
Shares at a price HK$0.50 per Consolidated Share in
cash. Mr. Chan has also conditionally agreed to
subscribe for a further 140,000,000 new Consolidated
Shares at a price of HK$0.50 per Consolidated Share
to capitalise an aggregate of HK$70 million
outstanding shareholder’s loan due to him.

(M2 )EIT NIIFA:

(@)

(ii)

(iii)
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34.

35.

POST BALANCE SHEET EVENT - continued

(iv) The Company intends to appoint independent placing
agents for the placement, on a fully underwritten basis,
of 200,000,000 Consolidated Shares to raise gross
proceeds of HK$100 million at a price of HK$0.50 per
Consolidated Share subject to the independent
shareholders approval.

For details, please refer to the Company’s announcement dated
16 March 2007.

The Fifth Plenary Session of the Tenth National People’s
Congress passed the Corporate Income Tax Law of the PRC
(“new tax law") which will take effect on 1 January 2008. For
those subsidiaries currently subjected to 33% income tax rate,
it is expected that the applicable tax rate will be reduced to
25% from 1 January 2008. However, the new tax law has not
set out the details as to how the existing tax rate will gradually
increase or decrease to the standard rate of 25%.
Consequently, the Group is not able to made an estimate of
the expected financial effect of the new tax law, and the effect
if any, will be reflected in the Group’s 2007 financial
statements.

CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

Certain critical accounting judgments in applying the Company’s
accounting policies are described below.

(a)

(b)

Impairment of assets

The Company tests annually whether the financial assets and
other assets have suffered any impairment in accordance with
the Group's accounting policies. The assets are reviewed for
impairment whenever events or changes in circumstances
indicate that the carrying amount of the assets exceeds its
recoverable amount. The recoverable amount of an asset or a
cash generating unit is determined based on value-in-use
calculations which require the use of assumptions and
estimates.

Depreciation of property, plant and equipment

The Company determines the depreciation amount of
property, plant and equipment based on the estimated useful
lives and residual values, which are reviewed at each balance
sheet date. The principal assumptions for the Company’s
estimation of the useful lives and residual values include those
related to the mode of operations, government regulations
and scrap value of property, plant and equipment in the future.
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