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CHAIRMAN’S STATEMENT
ERH|E

The year of 2007 was the key turning point for the Company and its
subsidiaries (“Group”) in which the Company has resumed its share trading
on The Stock Exchange of Hong Kong Limited (the "Stock Exchange") and
successfully raised over HK$116.4 million in cash to strengthen its capital
base. Also, the Group has since then enhanced its income base through
diversifying its food and beverage business in Macau with good success.
Presented to shareholders is the 2007 annual report of the Group.

OPERATIONS REVIEW

Food and Beverage Business

During the financial year of 2007, the Company has acquired and/or set
up four restaurants in prime locations in Macau with two in Lisboa Hotel
and two in Venetian Macau Resort Hotel. The performance of all these
restaurants was quite promising and contributed approximately HK$70.2
million turnover to the Group, representing some 74% of the Group’s
turnover for the 2007 financial year. The Group’s food and beverage
business expanded rapidly during that financial year to capture the booming
gaming and tourism industries in Macau. The Group now owns two
Japanese food restaurants, one Portuguese food restaurant, two Chinese
food restaurants, with an experienced management team and staffs of 208
people working in its restaurants in Macau.

Carnival Amusement Park Business

The carnival amusement park business continued to face keen competition
during the financial year of 2007. In that financial year, the Group’s carnival
amusement park business contributed about 26.4% of the Group’s
turnover, although it generated about 38.1% of the Group’s profit. The
Shaoguan carnival has after over 20 months in operation been experiencing
the slow-down of its attraction to its visitors, and price-cut has been
introduced to attract its visitors. The poor cold weather commencing in the
late 2007 further adversely affected the visitors flow to this carnival.

The Company’s joint venture, Guangzhou Funmania Nature Park in Panyu,
commenced its amusement park section operations in May 2007 with
satisfactory opening. Since then, the Group has further added two new
attractions — a water bumper ball playing section and an all terrain vehicles
playing section to enhance visitors flow. But the development of its nature
park section has been progressing very slowly with delay in the various
design and construction approvals. Such delay has been due to a possible
rezoning of the neighbouring lands for commercial/industrial uses. In mid
2007, a neighbouring amusement park in Panyu did complete a very
substantial upgrade of its facilities and amenities, the impact of which has
gradually by late 2007 made the competition severely keen against the
Group’s amusement park there.
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CHAIRMAN’S STATEMENT
EFERE

OUTLOOK

The Group’s income base and capital base have been substantially
enlarged, with the implementation of its resumption proposal in June 2007 .
During the financial year of 2007, the Group sustained a net loss of about
HK$36.2 million, and such loss was mainly attributable to the impairment
of the two receivables of some HK$68 million which were incurred by
the previous management and may not be recovered at all. The present
management has done quite remarkable well to achieve a net profit of
some HK$33.6 million before the impairment of such two receivables and
the employee share-based compensation of some HK$1.8 million (arising
from the grant of employee share options in November 2007). With a
strengthened balance sheet and income base, the Group has in March
2008 successfully obtained a term loan facility of HK$75 million to finance
the expansion and operations of its food and beverage business.

The exceptional poor cold winter since late December 2007 until early
March 2008 has adversely reduced the visitors flow to the Group’s
carnival and amusement parks in the Mainland China, in addition to the
keen competition faced by the Group. The management expects that the
turnover from the Group’s food and beverage business would continue
to be strong and increasing while the Group’s carnival amusement parks
business would experience downturn. At such, the management would
monitor closely on the Group’s carnival amusement parks business, with
a view to formulate a new strategy, in light of the keen competition and
unpredictable climate change in the Mainland China.

The management is quite confident that the Group’s food and beverage
business should do well in the year of 2008 making positive contribution
to the Group. At present, the management expects to open more new
restaurants by the end of 2008. To continue to secure a better and steady
stream of income, the management is continuing to look for suitable
locations to set up more restaurants in Macau to capture the booming
gaming and tourism industries in Macau.

CHAN SEE KIT, JOHNNY
Chairman

Hong Kong
18 April 2008
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CORPORATE GOVERNANCE REPORT
AREARE

The board of directors of the Company (“Board”) is committed to maintain
and ensure high standard of corporate governance and is continuously
reviewing and improving the corporate governance practices and
standards of the Group to ensure that business activities and decision
making processes are conducted in a proper manner and to enhance the
Company’s competitiveness and operating efficiency.

The Company has complied with the code provisions set out in the Code
on Corporate Governance Practices contained in Appendix 14 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (“Listing Rules”) throughout the year ended 31 December 2007.

THE BOARD OF DIRECTORS

Board Composition

The Board is led by the Chairman and currently comprises four executive
directors (one of whom is the Chairman) and four independent non-
executive directors. The directors of the Company during the year and up
to the date of this Annual Report were:

Executive Directors

Mr. Chan See Kit, Johnny (Chairman)

Mr. Chan Chak Mo (Managing Director)

Mr. Lai King Hung (Deputy Chairman)

Ms. Leong In lan

Mr. Tong Ka Wai (retired on 28 May 2007)
Mr. Lim Kam Hung (retired on 28 May 2007)

Independent Non-Executive Directors

Mr. Cheung Hon Kit

Mr. Yu Kam Yuen, Lincoln

Mr. Chan Shek Wah

Mr. Chan Pak Cheong Afonso (appointed on 16 April 2008)
Mr. Chui Sai Cheong (resigned on 31 January 2008)
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CORPORATE GOVERNANCE REPORT
DRAERRE

THE BOARD OF DIRECTORS - continued

Board Composition - continued

The biographical details of the directors are set out on pages 21 to 23 of
this Annual Report. The Board possesses a balance of skill and experience
which are appropriate for the requirements of the business of the Company.
The independent non-executive directors of the Company have appropriate
professional qualifications and their professional opinions raised in the
Board meetings facilitate the maintenance of good corporate governance
practices. In compliance with Rule 3.10 (1) and (2) of the Listing Rules,
Mr. Chui Sai Cheong, one of the independent non-executive directors, is
specialized in accounting and financial management. Mr. Chui resigned on
31 January 2008 and Mr. Chan Pak Cheong Afonso who has many years of
experience in accounting and finance, has appointed to be his replacement
now. A balanced composition of executive and non-executive directors also
generates a strong independent element on the Board, which exercises
independent judgement effectively and makes decision objectively for the
best interests of the Company. The Company shall review the composition
of the Board regularly to ensure the Board possessing the appropriate and
necessary expertise, skills and experience to meet the needs of the Group’s
business.

The Company does not at present have any officer with the title of
“chief executive officer” (“CEQ”) but instead, the duties of the CEO are
performed by the Managing Director. To have a clear division between
the management of the Board and the daily management of the business
operations of the Company, the role of the Chairman is separate
from that of the Managing Director. The Chairman focuses on overall
corporate development and strategic direction of the Group and provides
leadership for the Board and oversees the efficient functioning of the
Board. The Managing Director is responsible for all daily management
including planning and developing the Group’s strategy. Such division
of responsibilities helps to reinforce their independence and to ensure a
balance of power and authority.

All independent non-executive directors are free from any business or other
relationship with the Company. The Company has received from each
independent non-executive director a confirmation of his independence.
The Board considers that each independent non-executive director is
independent in character and judgement and that they all meet the specific
independence criteria as required under Rule 3.13 of the Listing Rules.
Moreover, all independent non-executive directors are engaged on service
contracts for a term of one year commencing on date of appointment and
thereafter for further successive periods of one year, subject to retirement
by rotation and re-election in accordance with the provisions of the Bye-
Laws of the Company.
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CORPORATE GOVERNANCE REPORT
DEERRE

THE BOARD OF DIRECTORS - continued

Board Composition - continued

To keep abreast of the responsibilities as a director of the Company and
of the conduct, business activities and development of the Company, the
directors are from time to time provided with information relating to the
activities and development of the businesses of the Group and also the
legal and regulatory requirements as a director of the Company. In addition,
they are given full access to independent professional advice whenever
deemed necessary by the Directors at the Company’s expenses. Although
no request was made by any director for such independent professional
advice in 2007, independent professional advice had been given to the
independent directors in respect of the Company’s resumption proposal as
announced in May 2007.

Directors’ Securities Transactions

The Company has adopted a code of conduct regarding directors’
securities transactions on terms no less exacting than the required standard
set out in the Model Code for Securities Transactions by Directors of Listed
Issuers contained in Appendix 10 to the Listing Rules (“Model Code”).
Having made specific enquiry of all directors of the Company, all directors
have confirmed that they had complied with the required standard set out in
the Model Code and the Company’s code of conduct regarding directors’
securities transactions during the year.

To enhance the corporate governance of the Group as a whole, the Board
has established a written guideline on terms no less exacting than the
Model Code for employees of the Company and directors and employees
of the Company’s subsidiaries and holding company who are likely to be
in possession of unpublished price sensitive information in relation to the
Group or securities of the Company. No incidents of non-compliance were
noted by the Company in 2007.

Nomination of Directors

The Company does not have a nomination committee. The Board is
empowered under the Company’s Bye-Laws to appoint any person as
a director either to fill a casual vacancy on or as an additional member
of the Board. The selection criteria are mainly based on the professional
quallification and experience of the candidate. A newly appointed director
must retire and be re-elected at the first general meeting after his
appointment. At each annual general meeting, one-third of the directors (or,
if their number is not a multiple of three, the number nearest to but not less
than one-third) shall retire from office by rotation. A retiring director shall be
eligible for re-election.

8 Innovo Leisure Recreation Holdings Limited Annual Report 2007
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CORPORATE GOVERNANCE REPORT
DRAERRE

THE BOARD OF DIRECTORS - continued

Board Meeting

Regular Board meetings are held at least four times a year to approve
annual and interim results, review the business operation and the internal
control system of the Group and the meeting schedule will be fixed at the
beginning of each year. Apart from these regular meetings, Board meetings
are also held to approve major issues including, among other things, overall
strategy of the Group, investment plans, disposal proposal, appointment
of directors and oversight of management. At least 14 days’ notice of
each regular meeting is normally given to all directors. Agendas and
accompanying Board papers are usually sent not less than 3 days before
the date of Board meetings to ensure that the directors are given sufficient
review time. Draft minutes of Board meetings and Board committee
meetings are circulated to directors for their review and comment while
final version of the said minutes, duly signed, are sent to all members
for their records. All said minutes are kept by the Company Secretary
of the Company and are open for inspection at any reasonable time on
reasonable notice by any director.

During the year ended 31 December 2007, 13 Board meetings were held
and the individual attendance of directors are set out as follows:

Directors =2
Mr. Chan Chak Mo PRI oA
Mr. Chan See Kit, Johnny PR BARNSTE

Mr. Lai King Hung RIS

Ms. Leong In lan ROTAE X+
Mr. Tong Ka Wai * BREEE "
Mr. Lim Kam Hung * MERRIAE *
Mr. Cheung Hon Kit ROEG LA
Mr. Chui Sai Cheong =V
Mr. Yu Kam Yuen Lincoln FRIBRITE
Mr. Chan Shek Wah BREFIESTHE

* Mr. Tong Ka Wai and Lim Kam Hung retired on 28 May 2007.
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CORPORATE GOVERNANCE REPORT
DEERRE

THE BOARD OF DIRECTORS - continued

Board and Management

To enable all directors to make informed decisions at board of
director meetings and to discharge their duties and responsibilities,
the management of the Company always provides the Directors with
appropriate, complete and reliable information in a timely manner. To further
reinforce independence, the Board and each director can have separate
and independent access to the management of the Company if additional
information is required.

In order to have a clear principle in relation to matters specifically
reserved to the Board for decisions, functions between the Board and
the management of the Company are formalized. Matters reserved to
the Board for decision include the making of significant financial and
legal commitments, merger and acquisition, material asset acquisition or
disposal, the change of share capital, the approval of financial reporting,
budgeting, management succession and representation to shareholders.
The management of the Company on the other hand is responsible for the
day-to-day running of the Group. It is required to submit reports on the
operations to the Board on a regular basis and make recommendations to
the Board on the development of major projects or business proposals and
their respective implementation. The Board is of the view that such division
of responsibilities can enhance the corporate governance of the Company.

Remuneration of Directors

The Board has set up the Remuneration Committee in 2005 with specific
written terms of reference which deal clearly with its authority and duties.
The Remuneration Committee’s role is to make recommendation to
the Board on the remuneration policy and structure for directors and
senior management and to ensure that they are fairly rewarded for their
individual contribution to the Group’s overall performance, having regard
to the interests of shareholders. The principal duties of the Remuneration
Committee include determining the specific remuneration packages of
all executive directors and senior management as well as reviewing and
approving performance-based remuneration by reference to corporate
goals and objectives resolved by the Board from time to time.

10 Innovo Leisure Recreation Holdings Limited Annual Report 2007
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CORPORATE GOVERNANCE REPORT
RAERRE

THE BOARD OF DIRECTORS - continued
Remuneration of Directors - continued
The members of the Remuneration Committee include:

Mr. Cheung Hon Kit (Committee Chairman)
Mr. Chui Sai Cheong*

Mr. Chan Pak Cheong Afonso*#*

Mr. Chan Shek Wah

# Mr. Chui Sai Cheong resigned on 31 January 2008.
# Mr. Chan Pak Cheong Afonso was appointed on 16 April 2008.

All Remuneration Committee members are independent non-executive
directors. During the year ended 31 December 2007, no Remuneration
Committee meetings were held.

The remuneration, comprising director’s fee, of independent non-executive
directors is subject to recommendation by the Remuneration Committee
for shareholders’ approval at the annual general meeting. Reimbursement
is allowed for out-of pocket expenses incurred (including traveling and hotel
expenses) in connection with the performance of their duties.

AUDIT COMMITTEE

The Board has set up the Audit Committee in 2002 with specific written
terms of reference which deal clearly with its authority and duties. The Audit
Committee is to review the Group’s financial reporting, internal controls and
corporate governance issues and make relevant recommendations to the
Board.

The members of the Audit Committee include:

Mr. Chan Shek Wah (Committee Chairman)
Mr. Cheung Hon Kit

Mr. Chui Sai Cheong*

Mr. Chan Pak Cheong Afonso*#

#  Mr. Chui Sai Cheong resigned on 31 January 2008.
# Mr. Chan Pak Cheong Afonso was appointed on 16 April 2008.
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CORPORATE GOVERNANCE REPORT
DEERRE

AUDIT COMMITTEE - continued

All Audit Committee members are independent non-executive directors.
During the year ended 31 December 2007, two audit committee meetings
were held and the individual attendance of members are set out as follows:

Members 5=

Mr. Cheung Hong Kit SREGESE A
Mr. Chui Sai Cheong =Yoo
Mr. Chan Shek Wah BREFIESHE

In discharging its responsibilities, the Audit Committee had performed the
following works during the year of 2007:

(i) reviewed the draft interim and annual financial statements and the
related draft results announcements;

(ii) reviewed the change in accounting standards and assessment of
potential impacts on the Group’s financial statements;

(iii) reviewed the Group’s internal control system and discussed the
relevant issues including financial, operational and compliance
controls and risk management functions; and

(iv) made recommendation on the appointment or reappointment of the
external auditors and approved their terms of engagement.

AUDITOR’S REMUNERATION

Apart from carrying out the annual audit, BDO McCabe Lo Limited, being
the auditors of the Company carried out the review on the interim report
of the Company and acted as a reporting accountant for the Resumption
Proposal. The fee of the annual audit is HK$700,000 whereas the fee for
the interim review is HK$130,000. Besides, the fee of acting as a reporting
accountant for the Company’s resumption proposal in May 2007 is
HK$1,360,000. Save the above disclosed, BDO McCabe Lo Limited did
not provide any substantial non-audit services to the Company.
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CORPORATE GOVERNANCE REPORT
DRAERRE

RESPONSIBILITY FOR PREPARATION AND
REPORTING OF ACCOUNTS

The Directors acknowledge their responsibility for preparing the accounts
which have been prepared in accordance with statutory requirements and
applicable accounting standards. A statement by the auditors about their
reporting responsibilities is set out on page 32 of this Annual Report.

INTERNAL CONTROLS

A sound and effective internal control system is important to safeguard
the shareholders’ investment and the Company’s assets. The Company
shall review the internal control system from time to time to meet with the
changing business operation environment.

SHAREHOLDERS’ RIGHTS AND INVESTOR RELATIONS
The Group establishes communications with shareholders through the
publication of announcements, notices, circulars, interim and annual reports
and in the Company website at www.innovo.com.hk.

According to the Bye-laws of the Company, shareholders, holding at the
date of deposit of the requisition not less than one-tenth of the paid up
capital of the Company carrying the right to vote at general meetings of the
Company, can by written requisition to the Board or the Company Secretary
of the Company convene a special general meeting for the transaction of
any business specified in such requisition. Any general meeting at which
the passing of a special resolution is to be considered shall be called by
not less than 21 clear days’ notice, whilst others may be called by not less
than 14 clear days’ notice. The chairman of any general meetings ensures
that the shareholders are informed of the procedure for demanding a
poll by way of making the disclosure in the circulars to shareholders and
repeating the same during the general meetings. The chairman of general
meetings also ensures compliance with the requirements about voting by
poll contained in the Listing Rules and the Bye-laws of the Company.
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CORPORATE GOVERNANCE REPORT
DEERRE

SHAREHOLDERS’ RIGHTS AND INVESTOR RELATIONS
- continued

In order to maintain an on-going dialogue with shareholders, shareholders
are encouraged to attend annual general meetings (“AGM”) of the
Company at which the Chairman of the Board and the chairman of the
Board committees are available to answer questions related to the Group’s
business. The matters resolved at the 2007 AGM are summarized below:

- Approval of the audited financial statements for the year ended 31
December 2006

- Mr. Chan Chak Mo was re-elected as Director

= Mr. Cheung Hon Kit was re-elected as independent non-executive
Director

- Re-appointment of BDO McCabe Lo Limited as the external auditor
of the Company

— Grant of a general mandate to Directors to allot, issue and deal with
additional shares in Company not exceeding 20 per cent of the total
issue share capital

- Grant of a general mandate to Directors to repurchase shares in
Company not exceeding 10 per cent of the total issue share capital

Shareholders’ comments and suggestions as well as any proposals put
forward to shareholders’ meetings at a reasonable time are welcome and
such comments and proposals can be sent in writing to the Company
Secretary at the Company’s principal place of business in Hong Kong. The
Board endeavors to answer all valuable questions from the shareholders.

CORPORATE SOCIAL RESPONSIBILITY

As a listed company, the Group values the importance of corporate social
responsibility (“CSR”) and its impact on the community. The Company
integrates CSR elements in its business activities and participates in or
encourages the staff to participate in the charitable activities to promote the
good corporate citizenship in Hong Kong, Macau and Mainland China.
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CORPORATE GOVERNANCE REPORT
RAERRE

CORPORATE SOCIAL RESPONSIBILITY - continued
Employees

The Company recognizes that the staff is the valuable asset and human
capital is important to the growth of the Company. The Company provides
staff training to enhance their commercial and technical skills and expertise.
In addition, the Company provides a safe working environment to staff of
different sections.

Community

The Company has encouraged donation to the people in need by staff
and our customers such as joining events organized by the Community
Chest and placing the donation boxes in the restaurants for donation by
customers.

TEHEET -4

=]
ARBAFRARE DB ARRER2EEEER
ANER - BT EEBERT REERRE - K
RABAREBRHIEI - tEID - RRRTRAE
EBPIE TIRHE L TIFRE -

HE
BRSEARSMBREH RN ERRERNAE
WEEFPRRELRY  ARAREEZEETRE
FRBAEREAL -

EHBEMERERAR —TTHEER 15



MANAGEMENT DISCUSSION AND ANALYSIS

EEE WL R DT

FINANCIAL REVIEW

For the year ended 31 December 2007, the turnover of the Group was
approximately HK$95.3 million, representing an increase of approximately
4.96 times as compared to those of last year (2006: HK$16.0 million).
The key contributor was the Group’s food and beverage business with
approximately HK$70.2 million turnover to the Group, representing some
74% of the Group’s turnover for the 2007 financial year. The profit from
operations of the Group for the year ended 31 December 2007 was
HK$8.7 million, representing an increase of approximately 7.7 times as
compared to those of last year (2006: HK$1.0 million). During the financial
year of 2007, the Group sustained a net loss of about HK$36.2 million,
representing an increase of approximately 4.75 times as compared to those
of last year (2006: HK$6.3 million). And such loss was mainly attributable to
the impairment of the two receivables of some HK$68 million which were
incurred by the previous management and may not be recovered at all. The
Group achieved a net profit of some HK$33.6 million before the impairment
of such two receivables and the employee share-based payment of
some HK$1.8 million (arising from the grant of employee share options in
November 2007).

OPERATION REVIEW

The Group’s principal activities are in food and beverage and carnival
amusement parks businesses.

The Group during the financial year of 2007 has successfully diversified its
operations into food and beverage in Macau with a broader income base.
By the end of that financial year, the Group had four restaurants in Macau,
and such diversification has generated more stable revenue and profit
contributions. During that year, the total income from food and beverage
business was HK$70.2 million. The management expects that the food
and beverage business would continue to make positive contribution to the
Group’s revenue.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEE WA R DT

OPERATION REVIEW - continued

The Company’s joint venture, Guangzhou Funmania Nature Park in Panyu,
commenced its amusement park section operations in May 2007 with
satisfactory opening. Since then, the Group has further added two new
attractions — a water bumper ball playing section and an all terrain vehicles
playing section, to enhance visitors flow. But the development of its nature
park section has been progressing very slowly with delay in the various
design and construction approvals. Such delay has been due to a possible
rezoning of the neighbouring lands for commercial/industrial uses. In mid
2007, a neighbouring amusement park in Panyu did complete a very
substantial upgrade of its facilities and amenities, the impact of which has
gradually by late 2007 made the competition severely keen against the
Group’s amusement park there.

During that year, the total income from carnival business including
admission fee, rides, games stalls and sponsorship was HK$25.1 million,
representing an increase of 56.9% as compared to those of last year of
HK$16 million.

LIQUIDITY AND FINANCIAL RESOURCES

The Group generally finances its operations with internally generated
resources and banking facilities provided by its bankers.

As at 31 December 2007, the Group had net current assets of HK$66.0
million (2006: HK$58.6 million). As at 31 December 2007, the Group’s cash
and bank balances amounted to HK$84.9 million (2006: HK$1.1 million),
in which HK$3.2 million was pledged to a bank in respect of the guarantee
given in lieu of rental deposit (2006: Nil) and without any bank overdrafts
(2006: bank overdrafts of HK$4.4 million).

As at 31 December 2007, the Group had interest-bearing loans of
approximately HK$47.6 million (2006: HK$86.0 million). The interest-
bearing loans comprised a convertible note which was unsecured, interest
bearing at 3% per annum and repayable on 25 December 2009. As at 31
December 2006, the interest-bearing loan represented a director’s loan
which was unsecured, interest bearing at 3% per annum and without fixed
repayment terms. As at 31 December 2007, the Group did not have any
bank loan outstanding (2006: HK$42.0 million). The Group’s borrowings
are made in Hong Kong dollars.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEE WD

LIQUIDITY AND FINANCIAL RESOURCES - continued

As at 31 December 2007, the Group’s gearing ratio represented by bank
borrowings and interest-bearing loans bearing to the Group’s total assets
was 21.5% (2006: 127.0%).

MATERIAL LITIGATION

As at 31 December 2007, the Group had not involved in any material
litigation or arbitration (2006: Nil).

CAPITAL EXPENDITURES
For the year ended 31 December 2007, the Group’s capital expenditures
were approximately HK$31.9 million (2006: HK$5.4 million).

CHARGES ON GROUP ASSETS

As at 31 December 2007, the Group pledged bank balances of HK$3.2
million to a bank in respect of the guarantee given in lieu of rental deposit.
Other than that, the Group did not have any charges on assets (2006: Nil).

CONTINGENT LIABILITIES
As at 31 December 2007, the Group did not have any contingent liabilities
(2006: Nil).

CURRENCY EXPOSURE

As at 31 December 2007, the Group did not have any outstanding hedging
instrument. The Group shall continue to monitor closely its foreign currency
exposure and requirements and to arrange for hedging facilities when
necessary.

CHANGES IN THE GROUP’S COMPOSITION

During that financial year, the Company has diversified into food and
beverage business with four restaurants in Macau whereby such business
contributed significant revenue to the Group’s turnover.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEE WA R DT

EMPLOYEES

As at 31 December 2007, the Group employed a total of 9 full-time staff
in Hong Kong (2006: 7), 53 full-time staff in Mainland China (2006: 30)
and 171 full-time staff in Macau (2006: nil). The remuneration policies are
reviewed on a periodical basis by the current management.

The share option scheme of the Company approved by its shareholders
on 13 June 2002 and adopted on the same date is valid and effective for
a period of 10 years since the date of adoption. During the financial year,
46,160,240 share options were granted to the Directors and employees.

RESUMPTION OF SHARES TRADING

The Company completed its resumption proposal comprising, inter alia, the
following transactions in that financial year:

(i) consolidated every 10 issued and unissued shares of HK$0.01 each
into one consolidated share of HK$0.1 each;

(ii) capitalised a shareholder’s loan of Mr. Chan Chak Mo of HK$70
million;

(iii) issued additional shares of HK$20 million to Mr. Chan Chak Mo for
cash; and

issued new shares of HK$100 million by placing.

(v)

Details of such transactions were disclosed in the Company’s circular dated
31 May 2007.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEEWL R

RESUMPTION OF SHARES TRADING - continued

Trading in the Company’s shares resumed on the Main Board of The
Stock Exchange of Hong Kong Limited on 26 June 2007. The Company
successfully raised about HK$116.4 million through such resumption
proposal, after deducting the related expenses borne by the Company.
Up to 31 December 2007, the Company applied the net proceeds in the
following purposes:

(i) approximately HK$48.5 million paid for settlement of bank
borrowings;
(ii) approximately HK$6.9 million paid for construction and operation of

the nature amusement park in Panyu, China; and

(iii) the remaining balance of approximately HK$61.0 million as general
working capital of the Group.

FIVE YEAR FINANCIAL SUMMARY
A summary of the consolidated results and of the assets and liabilities of
the Group for the last five financial years is set out on page 103.
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PROFILE OF DIRECTORS AND SENIOR MANAGEMENT

EENEREEAE-E

EXECUTIVE DIRECTORS

Mr. Chan See Kit, Johnny, aged 48, joined the Group in October 2004
as the chief operating officer of the carnival business of the Group. He
is responsible for the overall management of the carnival business of
the Group. Mr. Chan was subsequently appointed as the Chairman of
the Group in December 2005. He is the holder of a bachelor degree in
business administration from the University of Toronto, Canada. He has
over 17 years experience in the trading business. Mr. Chan is a brother of
the Company’s managing Director, Mr. Chan Chak Mo.

Mr. Chan Chak Mo, aged 56, is the sole director of Puregain Assets
Limited, which is the substantial shareholder of the Company. Mr. Chan
joined the Group as managing Director and Chairman in March 2004 and
September 2004 respectively. He subsequently resigned as Chairman
in December 2005. Mr. Chan possesses over 22 years experience in
investment and the management of various kinds of business including
hotels, restaurant and entertainment centers in Hong Kong and Macau.
Mr. Chan is also a member of the Legislative Assembly of Macau Special
Administrative Region and a committee member of the Committee for
the 8th, 9th, 10th and 11th China Political Consultative Conference of
Shanghai. Mr. Chan holds a bachelor’s degree and a master’s degree in
business administration.

Mr. Lai King Hung, aged 50, joined the Group in May 2002 as chief
executive officer until May 2003 and rejoined the Group in April 2004 as
general manager of the carnival business of the Group. He is responsible
for the daily operation of the carnival business of the Group. Mr. Lai was
subsequently appointed as the deputy Chairman of the Group in December
2005. He holds a bachelor of science degree in science from the
University of Manitoba, Canada. He has extensive experience in the family
entertainment industry. Prior to joining the Group, Mr. Lai was a director
of a public listed company in Hong Kong engaged in the amusement park
business. He was then responsible for its planning and strategy, finance
management, administration and management of the entire operation.

Ms. Leong In lan, joined the Group as executive Director in March 2004.
Ms. Leong has over 12 years experience in the accounting finance field. Ms.
Leong has obtained an associate diploma of business and accounting from
TAFF Technical College, Western Australia.
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PROFILE OF DIRECTORS AND SENIOR MANAGEMENT
EENEREBAE-E

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Cheung Hon Kit, aged 54, joined the Group as independent
non-executive Director in April 2004. Mr. Cheung graduated from the
University of London with a Bachelor of Arts degree and has over 28
years of experience in real estate development, property investment and
corporate finance and has worked in key executive positions in various
leading property development companies in Hong Kong. Mr. Cheung is
the chairman of ITC Properties Group Limited (00199.HK), the managing
director of Wing On Travel (Holdings) Limited (01189.HK) and an executive
director of ITC Corporation Limited (00372.HK), all of which are public
companies listed on the Stock Exchange. He is also an independent non-
executive director of International Entertainment Corporation (08118.HK),
which is a public company listed on the Stock Exchange.

Mr. Yu Kam Yuen, Lincoln, aged 54, joined the Group as an independent
non-executive Director in December 2004. Mr. Yu graduated from the
University of Western Ontario, Canada with a Bachelor’s degree in
Economics and undergone training in dyestuffs technology at Bayer AG and
Hoechst AG in Germany. He is the President of the Hong Kong Dyestuffs
Merchants Association Limited. He also enthuses for participating in many
charitable organizations and is Board Member and a Campaign Committee
Member of the Community Chest of Hong Kong. Mr. Yu is also a non-
executive Director of China Renji Medical Group Limited (00648.HK) which is
a public company listed on the Stock Exchange.

Mr. Chan Shek Wah, aged 44, joined the Group as an independent non-
executive Director in December 2004. Mr. Chan has more than 21 years
of professional experiences in the financial services industry. He has been
engaged in the sales, proprietary trading, structuring of equity derivatives
and equity capital markets products as well as the provision of corporate
finance advisory services to listed issuers. He was the senior management
and the executive directors in several international financial institutions. Mr.
Chan is the licensed responsible officer with the Securities and Futures
Commission for Radland International Limited, CU Corporate Finance
Limited and CU Investment Management Limited. Mr. Chan is also an
independent non-executive director of China Sci-Tech Holdings Limited
(00985.HK), which is a public company listed on the Stock Exchange.
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PROFILE OF DIRECTORS AND SENIOR MANAGEMENT
EENEREBAE-E

INDEPENDENT NON-EXECUTIVE DIRECTORS - continued
Mr. Chan Pak Cheong Afonso, aged 61, joined the Group as an
independent non-executive Director in April 2008. Mr. Chan has over 28
years of experiences in the financial and accounting industries. He is the
sole owner of Chan Pak Cheong (Auditor) Accountant Office, an accounting
and auditing firm; and has been a Certified Public Accountant for more than
28 years and a Vice President of Macau Society of Accountants during
the year from 1980 to 2008. Mr. Chan acted as a Commissioner of the
Finance Department of Macau — Commission of the Revision of Profit Tax
from 1984 to 1996, as well as one of the Evaluation Commissioners of the
Commission of Registry of the Auditors and the Accountants from 2006 to
2008. Mr. Chan holds a Bachelor’s degree in Accountancy and Statistics.

SENIOR MANAGEMENT

Ms. Lam Wing Yan, Winifred, is the senior manager in corporate finance
and business development of the Group and responsible for corporate
finance and business development. Ms. Lam joined the Group in April 2004
and holds a bachelor degree in Commerce from the University of Toronto,
Canada. She has over 13 years of experience in banking and finance and
management in various listed companies in Hong Kong.

Mr. Leung Hon Fai, aged 36, is the qualified accountant and company
secretary of the Group. Mr. Leung joined the Group in March 2004 and
holds a honour diploma of accountancy from Lingnan University. He is
currently an associate member of Hong Kong Institute of Certified Public
Accountants and a fellow member of the Chartered Association of Certified
Accountants. He has over 12 years of extensive experience in accounting
field.

BYKHITEE-&

BRE#FLE 615 RZZEZ/\FHEAIMAR
REIHEBIIENTTES - BREETEFEB TN
FUB R EBLER - BAST RAZEARIR
BHSIMEZE—HEA  EEEHRES:
i —+N\F  TH—NAN\EFE_TT)N\F
HRETBRMSTMAEEIER - RIEEZER
—NNEEE— NN FHBEERP B BE 7
BHIENEZESZRE  TR_ZETFE_TFT
NFHEECRMI%EMESMIMEES
FIZEE RAERBE YT RATEE TS -

BREBAE-E

MEMRLL  AAKECERENEBERTS
R AREEBEREBERSEE - Mt
R-ZTOFEANALRER - FHAENEXZ MR
SREREBLEMN - WRBEEZR LM RFIE
BT =FRT - BB REEER -

REEEE - 365 ARBEZAERGEHEIR
NEAWE - REAR _ZTTMF=AMARE
B HEEEABRRZGABRRENE - B8R
REBEIMASEE NREKFAREA
BEFREE - RAARGHTTERER T _FK

EFBEMRRERAT —STHEER 23



DIRECTORS’ REPORT
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The directors of the Company present their annual report together with the
audited consolidated financial statements for the year ended 31 December
2007.

PRINCIPAL ACTIVITIES

The principal activity of the Company continues to be investment holding.
The principal activities and other particulars of subsidiaries are set out in
Notes 35 and 36 to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2007 and the
state of the Company and the Group’s affairs as at that date are set out in
the consolidated financial statements on page 34 to 37.

The directors do not recommend the payment of any dividend in respect of
the year ended 31 December 2007.

SHARE CAPITAL
Details of movement in share capital of the Company during the year are
set out in Note 30 to the financial statements.

RESERVES
Details of the movements in reserves of the Group and the Company during
the year are set out on page 90 and in Note 31 to the financial statements.

FIXED ASSETS

During the year, the Group acquired an investment property at cost of
HK$3,546,000. At 31 December 2007 the Group valued their investment
properties on an open market basis.

Details of the above and other movements in fixed assets of the Group are
set out in Notes 17 and 18 to the financial statements.
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DIRECTORS’ REPORT
EEgRE

CONVERTIBLE NOTE
Details of the convertible note are set out in Note 28 to the financial
statements.

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

Executive Directors:

Chan Chak Mo (Managing Director)
Chan See Kit, Johnny (Chairman)
Lai King Hung (Deputy Chairman)

Leong In lan
Tong Ka Wai (retired on 28 May 2007)
Lim Kam Hung (retired on 28 May 2007)

Independent non-executive directors:
Cheung Hon Kit

Yu Kam Yuen, Lincoln
Chan Shek Wah

Chan Pak Cheong Afonso
Chui Sai Cheong

(appointed on 16 April 2008)
(resigned on 31 January 2008)

In accordance with Clause 99 of the Company’s Bye Laws, Ms. Leong In
lan, Messrs. Yu Kam Yuen, Lincoln and Chan Shek Wah shall retire from
office, being eligible, offer themselves for election.

In accordance with Clause 102(B) of the Company’s Bye Laws, Messrs.
Chan Pak Cheong Afonso shall retire from office, being eligible, offer himself
for election.

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

None of the directors being proposed for re-election at the forthcoming
annual general meeting has a service contract with the Company or any
of its subsidiaries which is not determinable by the Group within one year
without payment of compensation, other that statutory compensation.
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DIRECTORS’ INTERESTS IN CONTRACTS
No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company or any of its
subsidiaries were entered into or existed during the year.

CONNECTED TRANSACTIONS

Significant related party transactions entered into by the Group during
the year ended 31 December 2007, (which did not constitute connected
transactions and were not required to be disclosed under the Listing Rules)
together with the connected transactions under the Listing Rules are
disclosed in Note 38 to the financial statements.

INTERESTS IN COMPETING BUSINESS

As at 31 December 2007, none of the directors of the Company owned
any interests in other business, which competes or is likely to competes,
either directly or indirectly, with the Group’s existing business in Mainland
China and Macau although Mr. Chan Chak Mo owns approximately 3.8%
effective equity interests in a Macau company, Future Bright Restaurant
Enterprises Limited which owns some restaurant business in Macau.
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DIRECTORS’ REPORT
EEgRE

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

At 31 December 2007, the interests and short positions of the directors
and their associates in the shares, underlying shares and convertible note
of the Company and its associated corporations, as recorded in the register
maintained by the Company pursuant to Section 352 of the Hong Kong
Securities and Futures Ordinance (the “SFO”), or as otherwise notified to
the Company and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies, were as follows:

Long positions
Ordinary shares of HK$0.10 each of the Company

Number of ordinary

Name of director

EEHR

Capacity
52

Mr. Chan Chak Mo
FRIZE ST A

Beneficial owner (Note a)
BB AT a)

Beneficial owner

BB A

Mr. Yu Kam Yuen, Lincoln
RIBRITE

Note a: These shares, representing approximately 61.82% of the issued share capital of the
Company, of which 53.72% are held by Mr. Chan, 6.67% are held by Puregain Assets
Limited, a company beneficially wholly-owned by Mr. Chan Chak Mo and balance of
1.43% are held by Cash Smart Enterprises Limited, a company beneficially as to 50%
owned by Mr. Chan Chak Mo.

Underlying shares of share options of the Company

Number of underlying

Name of director

BEEHR

Capacity
g5

Beneficial owner
EnEEA

Mr. Chan See Kit, Johnny
PREARSTE

Beneficial owner
EnEEA

Mr. Lai King Hung
RESHSTE

Beneficial owner
EnEEA

Ms. Leong In lan

ROTAZ L

EEREG - HBERORTRREEZ
EENKA

R-ZEZLF+T-_A=1t—8 REARAREE
B kBRI E 5 R BB GG ) FE352{F
EfF 2B EFEREBEALTRART
KEARRORE A 2 B - ARRAR D R AT R
BRRE KR IRE LT ARERETES
RHNBRETRENEARBREEHA R I M
BRAR(MRA]) 22 ERBRBT

wR
ANRREREEC. 10T Z EiBAR

Percentage of
issued share capital
of the Company

shares held EARQT B RT
s BEREE BABD
285,346,622 61.82%
285,346,622 61.82%
280,200 0.06%
280,200 0.06%

Mista: ZERMOEARABBITRALG61.82% @ HF

53.72% HRZR A ERE - 667%HRELERE
BERXBAR R FPuUregain Assets LimitediF A » H
#21.43% I FRZ R £ £ B R A 50%H A BlCash
Smart Enterprises Limited$$7% °

N0 T BB IR A RV AR R AR 4D

Percentage of
issued share capital
of the Company

shares held EARDTF BT
FrisZ@EREE BAEDL
4,616,024 1%
4,616,024 1%
4,616,024 1%
4,616,024 1%
4,616,024 1%
4,616,024 1%
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN EZ=RAKRH® - HEBRARTERBRERE >
SHARES, UNDERLYING SHARES AND CONVERTIBLE HR#=RXE-#&
NOTE - continued
Underlying shares of the convertible note of the Company AATTRERENEERD
Percentage of

issued share capital

Number of underlying of the Company

Name of director Capacity shares held LD TE LT

EEHR &) Fris 1R 2 BABA

Mr. Chan Chak Mo Beneficial owner (Note b) 102,616,816 22.23%

BRERTE xR A(MiaEb) 102,616,816 22.23%

Note b: As at 31 December 2007, Victory Gate Investments Limited, a company beneficially Mizzb : R=ZTZ+E+_A=+—H BHELE2EERE

wholly-owned by Mr. Chan, was the holder of a convertible note in the principal B2 BT EBRATIEEAE % A51,308,408/ T

amount of HK$51,308,408 which could be converted upon exercise, into shares of T ARG ESE o Al ARSI AT (E B IR AR 0.578

the Company at HK$0.5 per share, by no later than the close of business on 5 days TTERAKRNTRG  ERBER-_ZEZhE+—A

before 25 December 2009. This constituted a long position in physically settled equity —+HRBARBEEERBMERRITE - RIEEZEHFLH
derivatives under the SFO. B EREMEERATETAFR 258 -

Save as disclosed above, none of the directors nor their associates had any  fp EXriFEEIN  SBERFEBEA TR =
interests or short positions in any shares, underlying shares or convertible ZTZ -4+ — A =+— BN A TS EE A
notes of the Company or any of its associated corporations as at 31  }BESEE(F(AIRY - BEEAMRMD A AR E E %

December 2007. HEERTAR o

SHARE OPTIONS B B A

Particulars of the Company’s share option scheme are set out in Note 32 AR N RIBREFSH NGV EREN T
to the consolidated financial statements. 32 o
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SHARE OPTIONS - continued BRE-7
The following table discloses movements in the Company’s share options & & E RN A 78I 2 &
during the year:

Outstanding
at Granted Exercise  Outstanding
Option beginning during Price atend
type of year year HK$ of year Exercisable period
BRESH  EOERTR EREH kB EREATE RS
BT
Directors €5
Mr. Chan See Kit, Johnny ~ BEA%E 2007 - 4,616,024 0482 4,616,024 21 May 2008 - 31 May 2010
“ZZ/\FRA-T-HE_E-ZFRA=1-H
Mr. Lai King Hung by e 2007 - 4,616,024 0482 4,616,024 21 May 2008 - 31 May 2010
“ZE\ERA-T-AE_E-ZERA=+-H
Ms. Leong In lan DITRAL 2007 - 4,616,024 0482 4,616,024 21 May 2008 - 31 May 2010
“EE\fRA-+-RE-F-FFAA=1-H
Total st - 13848072 - 13,848,072
Employees (&
Mr. Cheng Lok Kuan BEHRE 2007 - 4,616,024 0.482 4,616,024 21 May 2008 - 31 May 2010
“ZZ/\FRA-T-AE_E-FFRA=1-H
Mr. Tang Kwok Keung Gy e 2007 - 4,616,024 0482 4,616,024 21 May 2008 - 31 May 2010
“ZE/\ERAZT-AZE-E-ZERA=+-H
Mr. Chan Kwan Fai E3z) it 2007 - 4,616,024 0482 4,616,024 21 May 2008 - 31 May 2010
“EE\FRA-t-RE-F-FFAA=1-H
Mr. Lim Kam Hung HesLE 2007 - 4,616,024 0482 4,616,024 21 May 2008 - 31 May 2010
“EZ/\FRAZT-AE-E-FFRA=1-H
Ms. Wong Wai Seung BERELT 2007 - 4,616,024 0482 4,616,024 21 May 2008 - 31 May 2010
“ZE\ERAZT-AE-E-EERA=+-H
Mr. Choi Wai Fan ERRRAE 2007 - 2,308,012 0482 2,308,012 21 May 2008 - 31 May 2010
“EE\FRA-+-RE-F-FFAA=1-H
Mr. Woo Fok Man HRRLE 2007 - 2,308,012 0482 2,308,012 21 May 2008 - 31 May 2010
“ZZ/\FRAZT-AE_E-FFRA=1-H
Ms. Wang Ling Bing TExTL 2007 - 2,308,012 0482 2,308,012 21 May 2008 - 31 May 2010
“ZZ/\ERAZT-AE-E-ZERA=+-H
Mr. Tam Se Kong Ly 2007 - 2,308,012 0482 2,308,012 21 May 2008 - 31 May 2010
“EE\§RA-+-RE-F-FFAA=1-H
Tota st - 32312168 - 32,312,168

The closing price of the Company’s shares immediately before 21 November, ZE-—ZEZT+BEBREFREAH -_TT+E+—H
2007, being the date of grant of the 2007 options, was HK$0.48. —+—HA - ANARBRDUTER0.487 T °

ARRANGEMENTS TO PURCHASE SHARES OR HBEROESES>TH
DEBENTURES

Other than the warrant and option holdings disclosed above, at no time  [§ - S PR 58 SR RRAE 35 R TS B ARMESN - AR AT
during the year was the Company or any of its subsidiaries, a party to any 3k = {a] BB 2 &5 5 79 £ 0] B R 3 4 5] S A {a]
arrangements to enable to directors of the Company to acquire benefits by — ZeHE - BUPANA F1E S AT #£5 A AR A &) ok (A &
means of the acquisition of shares in or debentures of the Company or any A ABRE 2 IR S EH MER -

other body corporate.
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2007, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the Securities and
Futures Ordinance showed that other than the interests disclosed above,
in respect of certain directors, the Company has not been notified of any
other relevant interests or short position in the issued share capital of the
Company.

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

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

PRE-EMPTIVE RIGHTS

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

CORPORATE GOVERNANCE

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

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

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

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up by the
Remuneration Committee on the basis of their merit, qualifications and
competence.

The emoluments of the directors of the Company are decided by the
Remuneration Committee, having regard to the Company’s operating
results, individual performance and comparable market statistics.

The Company has adopted a share option scheme as an incentive to
directors and eligible employees, details of the scheme is set out in Note 32
to the consolidated financial statements.
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SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout the year
ended 31 December 2007 .

POST BALANCE SHEET EVENTS
Details of significant post balance sheet events are set out in Note 39 to the
financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

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

During the year, the aggregate purchases of redemption gifts, food and
beverages attributable to the Group’s five largest suppliers comprised
approximately 40.3% of the Group’s total purchases while the purchases
attributable to the Group’s largest supplier was approximately 14.3% of the
Group’s total purchases of redemption gifts, food and beverage.

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

AUDIT COMMITTEE

The audit committee of the Company consists of three independent
non-executive directors, Mr. Cheung Hon Kit, Mr. Chan Shek Wah and
Mr. Chan Pak Cheong Afonso. The audit committee has reviewed with
management the accounting policies as well as critical accounting estimates
and assumptions with management. The audit committee also discussed
with the auditors on their audit plan and key audit areas. The audited
consolidated financial statements and the annual results announcement of
the Group for the year ended 31 December 2007 had been reviewed by
the audit committee before submission to the Board for adoption.

AUDITOR

A resolution will be proposed at the forthcoming annual general meeting of
the Company to re-appoint the auditor, BDO McCabe Lo Limited.

On behalf of the Board/By order of the Board

Chan Chak Mo
Managing Director
Hong Kong, 18 April 2008
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INDEPENDENT AUDITOR'S REPORT
BY %A RS

IBDO

TO THE SHAREHOLDERS OF INNOVO LEISURE RECREATION
HOLDINGS LIMITED

BEBRIZERBRARRER

(incorporated in Bermuda with limited liability)
(REREFMKZZBRAT)

BDO McCabe Lo Limited
Certified Public Accountants
25th Floor, Wing On Centre
111 Connaught Road Central
Hong Kong

Telephone: (852) 2541 5041
Telefax: (852) 2815 0002

We have audited the consolidated financial statements of Innovo Leisure
Recreation Holdings Limited (the "Company") set out on pages 34 to 102,
which comprise the consolidated and Company balance sheets as at 31
December 2007, and the consolidated income statement, the consolidated
statement of changes in equity and the consolidated cash flow statement
for the year then ended, and a summary of significant accounting policies
and other explanatory notes.

DIRECTORS' RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation and
the true and fair presentation of these financial statements in accordance
with Hong Kong Financial Reporting Standards issued by the Hong Kong
Institute of Certified Public Accountants and the disclosure requirements
of the Hong Kong Companies Ordinance. This responsibility includes
designing, implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of financial statements that
are free from material misstatement, whether due to fraud or error; selecting
and applying appropriate accounting policies; and making accounting
estimates that are reasonable in the circumstances.

AUDITOR'S RESPONSIBILITY

Our responsibility is to express an opinion on these financial statements
based on our audit. This report is made solely to you, as a body, in
accordance with Section 90 of the Companies Act, and for no other
purpose. We do not assume responsibility towards or accept liability to any
other person for the contents of this report.
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INDEPENDENT AUDITOR'S REPORT
BUBRHERE

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public Accountants.
Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance as to whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the financial statements. The procedures
selected depend on the auditor's judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due
to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity's preparation and true and fair
presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity's internal control.
An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and fair
view of the state of the affairs of the Company and of the Group as at
31 December 2007 and of the Group's loss and cash flows for the year
then ended in accordance with Hong Kong Financial Reporting Standards
and have been properly prepared in accordance with the disclosure
requirements of Hong Kong Companies Ordinance.

BDO McCabe Lo Limited

Certified Public Accountants

Lee Ka Leung, Daniel

Practising Certificate Number PO1220

Hong Kong, 18 April 2008
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CONSOLIDATED INCOME STATEMENT

e W ER

FOR THE YEAR ENDED 31 DECEMBER 2007

HE-_TT+F+-_A=+—HILFE

2007 2006
—BELF —EBERF
Notes HK$’000 HK$'000
BEE FET FATT

Turnover 0 6 95,286 15,989
Other income and gains HAp g A gz 7 10,567 5,136
Depreciation of property, plant mME - BEK

and equipment HEITE (6,319) (4,336)
Staff costs 8 TR 9 (22,876) (7,734)
Impairment of trade receivables B 5 REWFIERIE (29,853) -
Other operating expenses Hihsg s A (38,057) (8,045)
Profit from operations A 8 8,748 1,010
Impairment of amount due ER— BB ESFIBRE

from a former director (38,682) -
Finance income B A 12 599 1,762
Finance costs BAFE AR R 12 (7,635) (9,050)
Share of loss of an associate ey — B2 A mlE51E 20 (22) -
Loss before taxation MR F Al E 18 (36,992) (6,278)
Income tax credit P18 Fi 8 [o] 13 765 -
Net loss for the year FEEEFEE (36,227) (6,278)
Attributable to: DT

Equity holders of the Company RNATERFFEA (41,516) (6,210)

Minority interests DY R 5,289 (68)

(36,227) (6,278)

Loss per share FhEsE

— Basic (HK cents per share) — ER(FRAB) 16 (15.49) (10.35)

— Diluted (HK cents per share) — B8 (TBIL) 16 (12.35) (10.35)
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CONSOLIDATED BALANCE SHEET

REBEERER

AS AT 31 DECEMBER 2007
RZTZTtF+=-A=+—8H

2007 2006
Notes HK$’000 HK$'000
BT FET T
Non-current assets FREBEE
Property, plant and equipment Y - BE NREERE 17 43,817 21,320
Investment property B 18 3,760 =
Goodwill RS 19 61,781 -
Interest in an associate FTib — KBt & A A 20 170 =
Total non-current assets EREEELREE 109,528 21,320
Current assets REBEE
Inventories VEA<Y 21 7,777 5,118
Trade and other receivables B 5 N E e Ia 22 19,547 38,036
Amount due from a former director FEWNAIES NI 23 - 38,682
Cash and cash equivalents HehERIEEIER 24 84,909 1,075
Total current assets MENBEMTE 112,233 82,911
Current liabilities REAE
Trade and other payables B 5 MEMERRIE 25 29,976 6,232
Amount due to a director EN—RZESHIA 26 - 235
Bank loans due within one year BR—FREBZIRITER 27 - 13,413
Current tax liabilities NEAFIBEE 16,300
Bank overdraft RITEX 27 - 4,395
Total current liabilities mENEEHERE 46,276 24,275
Net current assets REEETE 65,957 58,636
Total assets less current liabilities EEABRARBARS 175,485 79,956
Non-current liabilities FRBERS
Amount due to ultimate holding FES S AR AZAR A Bl 5RIE
company - 336
Amounts due to directors FEftESRIE 26 - 86,036
Bank loans due after one year BEN—FHREBZIRITER 27 - 28,601
Convertible note A AR IR 28 47,618 =
Total non-current liabilities BB ERRE 47,618 114,973
TOTAL NET ASSETS/(LIABILITIES) FEE(AR)AR 127,867 (35,017)
EFELERERAT T LFER 35



CONSOLIDATED BALANCE SHEET
mERERMEX

AS AT 31 DECEMBER 2007
R-TTLF+-_A=+—H

2007 2006
—EELF ZETRF
Notes HK$’000 HK$'000
Bt FEx FAT
Capital and reserves attributable AATEREEA
to equity holders of the Company BEER R HE
Share capital & 30 46,160 6,000
Reserves 1 80,400 (40,949)
Equity/(deficiency) attributable to equity D B2 FAA FlEZEA A
holders of the Company 2w (B4 126,560 (34,949)
Minority interests DB RER 1,307 (68)
TOTAL EQUITY R 127,867 (85,017)

The consolidated financial statements on pages 34 to 102 were approved R EIABE102BE 256 MIF KR ERZZEE
and authorised for issue by the Board of Directors on 18 April 2008 and are  N\FMHA +/\BEZESSHEWFETZE - B

signed on its behalf by: TATREESE :
Chan See Kit, Johnny Chan Chak Mo
Chairman Managing Director
FiE EFpie
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BALANCE SHEET
EERER

AS AT 31 DECEMBER 2007
RZTZTtF+=-A=+—8H

2007 2006
—EELF TEETRE
Notes HK$’°000 HK$’000
BsE FET T
Non-current assets FREBEE
Interests in subsidiaries ikt NI ENEIL Fa 35 62,109 =
Current assets REEE
Amounts due from subsidiaries FEUHIE A =) IE 36,467 -
Other receivables H b pE U Fh18 22 222 204
Cash and cash equivalents BeMNERESER 30,152 106
Total current assets MENB MR 66,841 310
Current liabilities REEE
Other payables HAbFET SRR 4,425 4,150
Total current liabilities =KL 4,425 4,150
Net current assets/(liabilities) REBEE(AE)FE 62,416 (3,840)
Total assets less current liabilities BEABRREBERE 124,525 (3,840)
Non-current liabilities FRBEMS
Amount due to ultimate holding company  FEfT &AL A 7 Z3E - 336
Amounts due to directors Eﬂﬁi?m 26 - 76,345
Convertible note ARG = 28 47,618 =
Total non-current liabilities B A ERRE 47,618 76,681
TOTAL NET ASSETS/(LIABILITIES) FEE (AR HBHE 76,907 (80,521)
Capital and reserves attributable PEFAQAFREZRFEAZ
to equity holders of the Company ERNEE
Share capital R& 2 30 46,160 6,000
Reserves =& 31 30,747 (86,521)
TOTAL EQUITY R 76,907 (80,521)
The financial statements on pages 34 to 102 were approved and authorised ~ EHRFE4BE1028 2476 U BHEE R _EE

for issue by the Board of Directors on 18 April 2008 and are signed on its

behalf by:

Chan See Kit, Johnny

Chairman
BREAR
/=

Chan Chak Mo

Managing Director

EEESIE

EMERERERAR

—TTLEFR

NFOATNBREFSHEWRETIE - B
TALTREZRE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
mEBREZERE

FOR THE YEAR ENDED 31 DECEMBER 2007
HE-_TT+F+-_A=+—HILFE

Equity
Employee attributable
share-based ~ Convertible Foreign to equity
Share Share Special Capital compensation  noteequity ~ exchange Accumulated holders of Minority
capital premium reserve” reserve reserve reserve reserve losses  the Company interests Total
(Note 31) (Note 31) (Note 31) (Note 31)
ARFRAF
EEkft TEREE BREAA
e RGEE  BERR  RABE 0 MERX  EERE  NERE  ZEER ZEs HERRER Eh
(Wrs1)  (Rs1) (K1) (WEst)
HK$'000 HK$000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000
T ThTL Thr T ThTL Thr T ThL T T Thr
At January 2006 W-ZE/5-A-0 6000 18197 34,800 = = = 632 89773 (30,144) - (30,144)
Tranglation diferenceson I EHBREEE
0Verseas operations = = = = = = 104 = 104 = 104
Loss for the year KEEFE - - - - - - - 6210) 6,210) 68) 6279)
Contriouted by equity holders ~ EREZEEATE
for the year - - - 1,301 - - - - 1,301 - 1,301
At 31 December 2006 RZFERE
and 1 January 2007 TZA=t-BR
ERHE-F-B 600 18197 34,800 1,301 = = 7% (5983  [34949) 68  (5017)
Translation differences on BFRAEEE
overseas operations - - - - - - (887) - (687) - (687)
Loss for the year TEEER = = = = = = = (#1,516) (#1,516) 5289 (36,227)
Contributed by equity holders —~ FRERA ATE - = = 9 - - - _ 9 _ 9
for the year
Fauity component of convertble  TARE BHERHA
note
Issue of new shares Bk - - - - - 4,576 - - 4,576 - 4576
-on Placing - ER 20,000 80,000 - - - - - - 100,000 - 100,000
- on Subscription i 4,000 16,000 - - = - - = 20,000 = 20,000
- on Capitalisation of ~NRRES
shareholder's loan s 14,000 56,000 - - - - - - 70,000 - 70,000
- on Acquisttion of subsidiaries  —HRUEMBARE 2,160 8,641 - - - - - - 10,801 - 10,801
Expenses incurred in connection E/TATRETF AT
with the Issue of new shares - (3,589) - - - - - - (3,589) - (3,589)
Capital injection in subsidlaries D EIREEH
by minoriy interests HBARTE - - - - - - - - - 10 10
Acquisition of subsidiaries WEHBAR - - - - - - - - - 76 76
Dividend paid to minority RETHBARLE
interests of subsidiaries RS ZIRE - - - - - - - - - (4,000) (4,000)
Employee share-based EERNMLER
compensation benefit - - - - 1,815 - - - 1,815 - 1,815
Transfer of reserves fel ed - - - 2 - - - (32) - - -
At 31 December 2007 RZZZHE
+-B=1-H 46,160 175,249 34,800 1,342 1,815 4576 149 (187,531) 126,560 1,307 127,867
. The special reserve of the Group represents the difference between the nominal - REBZHRREIEAEER_ST_F

amount of the shares issued by the Company and the aggregate amount of the share
capital and share premium of subsidiaries acquired pursuant to a group reorganisation
in preparation for the listing of the Company’s shares on The Stock Exchange of Hong

Kong Limited in 2002.
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CONSOLIDATED CASH FLOW STATEMENT

I _\éfﬁgﬁéi

FOR THE YEAR ENDED 31 DECEMBER 2007
HE-ZTT+F+-_A=+—HItFE

2007 2006
—EETLF ZEERF
HK$’000 HK$'000
FET FAIT
Cash flows from operating activities &% ZEFFEELRE
Loss before income tax expense BETS AT ES 1B (36,992) (6,278)
Adjustments for: FTHIER LA -
Finance income B AU A (599) (1,762)
Finance costs EURIDWIN 7,635 9,050
Foreign exchange gain HNGE U 2 (1,485) -
Depreciation of property, plant and Yz BEREETE
equipment 6,319 4,336
Share of loss of an associate FEAE — Bk R Rl 22 -
Employee share option benefits & B iBIRERF 1,815 -
Fair value gain from an investment TEMER T EERE
property (214) -
Impairment loss on trade receivables B 5B R EEE 29,853 -
Impairment loss on amount due from a R —Z R EE IR
former director RIEEE 38,682 -
Impairment loss on inventories TFEREEE 481 -
Loss on disposal of property, HEME « = M&iE
plant and equipment 518 43 -
Operating profit before working ReTEEEESE T
capital changes 2R 45,560 5,346
(Increase)/Decrease in inventories FEOEM),FW (3,140) 568
Decrease in trade and other B 5 Rk E b FEUGRIE
receivables Vo 3,889 368
Increase/(Decrease) in trade and B 5 M EAENRIA
other payables Ehn, Cad) 3,930 (1,082)
Cash generated from operations RETHMEERE 50,239 5,250
Income taxes paid BIEEHL (44) -
Net cash from operating activities REFERBRESFE 50,195 5,250
Investing activities REEE
Interest received FTis R 2, 599 4
Purchases of property, plant and BEYE BE
equipment P& (28,359) (5,379)
Purchase of an investment property BEE—1mREmE (3,546) -
Proceeds from sale of property, plant HEYE - HE
and equipment KBRS IR 316 -
Acquisition of subsidiary, net of cash IGEEMI B AR - B0k
acquired BEEAES 22,251 -
Increase in pledged bank balances BRI T A SR AN (3,227) -
Loan to an associate BERT—FEtE A (178) -
Payments for acquisition of interest in W iE —SREgE & A Rl iR ST 3K
an associate (14) -
Net cash used in investing activities & EE AR S EE (12,158) (5,375)
BRBELERERAT —TTHEFR 39



CONSOLIDATED CASH FLOW STATEMENT

FEBESRER
FOR THE YEAR ENDED 31 DECEMBER 2007
HE-TT+F+-_A=+—HILFE

2007 2006
HK$’000 HK$'000
FET FATT
Financing activities RS EE
Proceeds from issuance of shares BT (D PSR IE 120,000 -
Proceeds from bank borrowings IRITIEEFTS A 50,000 -
Proceeds from issuance of shares to BIENGI R G S Tk o
minority interests by subsidiaries A&7 PR {5 KIE 10 -
Payment of expenses incurred in BTG BT M A X 3R
connection with the issue of shares (3,589) =
Dividends paid to minority IKEE T DEIR A ARE
shareholders (4,000) -
Repayment to directors BRTES (16,548) -
Amounts contributed by equity holders BREAEATERE 9 1,301
Repayment of bank borrowings ERIRITER (92,014) (9,872)
Repayment to ultimate holding company — {&:i8 g 442 f& A &) 2% (336) (6,616)
Interest paid BRFE (6,749) (4,654)
Advances from directors EERN - 15,940
Net cash flows from/(used in) BMEEERE(FrA)
financing activities ReREFHE 46,783 (3,901)
Net increase/(decrease) incashand JRE&RZEFRESEH
cash equivalents i, CGrd) R 84,820 (4,026)
Cash and cash equivalents at R—B—BZRERER
1 January HELEHE (3,320) 641
Effect of exchange rate changeson EXRSHHESRZR
cash and cash equivalents HEBERAZE 182 65
Cash and cash equivalents at RT-A=1t—HAZzBEERER
31 December H&ER 81,682 (3,320)
Analysis of the balances of cash BERERBELER
and cash equivalents EER AT
Bank balances and cash fEﬂ EHRIRE 84,909 1,075
Bank overdraft RITEX - (4,395)
Pledged bank balances BEIFRITAERR (3,227) -
81,682 (8,320)
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NOTES TO THE FINANCIAL STATEMENTS
MRS R MY

FOR THE YEAR ENDED 31 DECEMBER 2007

EES

—EPLET_AST LR

GENERAL

Innovo Leisure Recreation Holdings Limited (the “Company”) is a
public limited company incorporated in Bermuda. Its shares are
listed in The Stock Exchange of Hong Kong Limited. Its registered
office and principal place of business are 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 operations of food and beverage, and carnival
amusement parks.

ADOPTION OF NEW OR 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 the current accounting period of
the Group and the Company.

The adoption of these new HKFRSs did not affect
recognition or measurement of the amounts recognised in
the financial statements for the current or prior accounting
periods.

However, the adoption of “HKFRS 7 Financial instruments:
Disclosure” and “Amendment to Hong Kong Accounting
Standards (“HKAS”) 1 Presentation of financial statements:
Capital disclosures” resulted a much extensive disclosures in
respect of financial instruments and an additional disclosure
on capital management policy respectively. Comparative
information has been restated to achieve a consistent
presentation or included to reflect the new requirements.
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NOTES TO THE FINANCIAL STATEMENTS
B AR B

FOR THE YEAR ENDED 31 DECEMBER 2007
HE-_TTHF+_A=1T—1tFE

2.

42

ADOPTION OF NEW OR 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 or revised
HKFRSs that have been issued but are not yet effective. The
directors of the Company anticipated that the application of
these new or revised HKFRSs will have no material impact of
the financial statements of the Group.

HKAS 1 (Revised) Presentation of Financial Statements 2

HKAS 23 (Revised) Borrowing Costs 2

HKAS 27 (Revised) Consolidated and Separate Financial
Statements !

HKFRS 2 (Amendment) Share-based Payments - Vesting
Conditions and Cancellations 2

HKFRS 3 (Revised) Business Combinations !

HKFRS 8 Operating Segments 2

HK(IFRIC) - Interpretation 11 Group and Treasury Share transactions
HK(IFRIC) - Interpretation 12 Service Concession Arrangements *
HK(IFRIC) - Interpretation 13 Customer Loyalty Programmes 3
HK(IFRIC) - Interpretation 14 HKAS 19 - The Limit on a Defined Benefit

Asset, Minimum Fund Requirements and
their interaction 4

i Effective for annual periods beginning on or after 1 July 2009

2 Effective for annual periods beginning on or after 1 January 2009
8 Effective for annual periods beginning on or after 1 July 2008

4 Effective for annual periods beginning on or after 1 January 2008
5 Effective for annual periods beginning on or after 1 March 2007
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NOTES TO THE FINANCIAL STATEMENTS
BRI

FOR THE YEAR ENDED 31 DECEMBER 2007
HE-_TTHF+_A=1+—1tFE

3.

BASIS OF PREPARATION

(a)

(b)

(c)

(d)

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 disclosures required by the Rules
Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited and by the Hong Kong Companies
Ordinance.

Basis of measurement

The financial statements have been prepared under the
historical cost basis except for investment property, which is
carried at fair value.

Use of estimate and judgments

The preparation of financial statements in conformity with
HKFRS requires the use of certain critical accounting
estimates. 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 financial statements are disclosed in note
41,

Functional and presentation currency

The functional currency of the Company is Hong Kong
dollars while the functional currencies of its subsidiaries in
the Mainland China, Macau and Hong Kong are Renminbi,
Macau Patacas and Hong Kong dollars respectively. The
consolidated financial statements are presented in Hong
Kong dollars for the convenience of the readers.

3.

(a)

(b)

(c)

(d)
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NOTES TO THE FINANCIAL STATEMENTS
B AR B

FOR THE YEAR ENDED 31 DECEMBER 2007
HE-_TTHF+_A=1T—1tFE

4.

a4

PRINCIPAL ACCOUNTING POLICIES

(a)

Basis of consolidation

The consolidated financial statements comprise of the
financial statement of the Company and its subsidiaries
(“the Group”) as at 31 December each year. Subsidiaries
are fully consolidated from the date of acquisition, being
the date on which the Group obtains control, and continue
to be consolidated until the date that such control ceases.
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.

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.

In the Company’s balance sheet, investments in subsidiaries
are stated at cost less impairment loss, if any.
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(a)
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4.

—ETLETAS TR

PRINCIPAL ACCOUNTING POLICIES - continued

(b)

()

Subsidiaries

A subsidiary is an entity over which the Company is able to
exercise control. Control is achieved where the Company,
directly or indirectly, 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.

Associates

Where the Group has the power to participate in (but not
control) the financial and operating policy decisions of
another entity, that another entity is classified as an associate.
Associates are accounted for using the equity method,
whereby they are initially recognised in the consolidated
balance sheet at cost and thereafter, their carrying values
are adjusted for the Group’s share of the post-acquisition
change in the associates’ net assets — except that losses
in excess of the Group’s interest in the associate are not
recognised unless there is an obligation to make good those
losses.

Profits and losses arising on transactions between the Group
and its associates are recognised only to the extent of
unrelated investors’ interests in the associate. The investor’s
share in the associate’s profits and losses resulting from
these transactions is eliminated against the carrying value of
the associate.

Any premium paid for an associate above the fair value of
the Group’s share of the identifiable assets, liabilities and
contingent liabilities acquired is capitalised and included
in the carrying amount of the associate and subject to
impairment in the same way as goodwill arising on a
business combination.
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4.

46

PRINCIPAL ACCOUNTING POLICIES - continued
(d) Goodwill

Goodwill represents the excess of the cost of a business
combination over the interest in the fair value of identifiable
assets, liabilities and contingent liabilities acquired. Cost
comprises the fair values of assets given, liabilities assumed
and equity instruments issued, plus any direct costs of

acquisition.

Goodwill is capitalised as a separate asset with any
impairment in carrying value being charged to the

consolidated income statement.

Where the fair value of identifiable assets, liabilities and
contingent liabilities exceed the fair value of consideration
paid, the excess is credited in full to the consolidated income

statement.

For the purpose of impairment testing, goodwill arising
from an acquisition is allocated to each of the relevant
cash-generating units that are expected to benefit from
the synergies of the acquisition. A cash-generating unit to
which goodwill has been allocated is tested for impairment
annually, and whenever there is an indication that the unit

may be impaired.

For goodwill arising on an acquisition in a financial year, the
cash-generating unit to which goodwill has been allocated
is tested for impairment before the end of that financial year.
When the recoverable amount of the cash-generating unit is
less than the carrying amount of the unit, the impairment loss
is allocated to reduce the carrying amount of any goodwiill
allocated to the unit first, and then to the other assets of the
unit pro rate on the basis of the carrying amount to each asset
in the unit. Any impairment loss for goodwill is recognised
directly in the consolidated income statement. An impairment

loss for goodwill is not reversed in subsequent periods.

(e) Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and accumulated impairment

losses at the balance sheet date.
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4.

PRINCIPAL ACCOUNTING POLICIES - continued

(e)

)

Property, plant and equipment — continued
Construction in progress is stated at cost less any
accumulated impairment losses. Costs 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 so as to
write off their cost net of expected residual value over their
estimated useful lives on a straight-line basis. The useful
lives, residual value and depreciation method are reviewed,
and adjusted if appropriate, at each balance sheet date. The
useful lives are as follows:
Leasehold improvements Over the shorter of remaining

life of the leases or 5 years

Amusement rides and machines 5— 8years
Office fixtures and equipment 2 — 5years
Kitchen utensils and supplies 5 years

The gain or loss on disposal of an item of property, plant and
equipment other than leasehold building is the difference
between the net sale proceeds and its carrying amount, and is
recognised in the income statement on disposal.

Investment properties

Investment properties are interests in land and buildings
(including the leasehold interest under an operating lease
for property which would otherwise meet the definition of
an investment property) held to earn rental income and/or
for capital appreciation rather than occupied by the Group
for use in production or supply of goods or services or for
administrative purposes; or for sale in the ordinary course of
business.

Investment properties are carried at fair value, which reflect
market conditions at the balance sheet date. Change in
fair value are recognised in the income statement. Gain or
loss on disposal of investment property is the difference
between the net sale proceeds and its carrying amount, and is
recongised in the income statement on disposal.
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4.

48

PRINCIPAL ACCOUNTING POLICIES - continued

(9) Financial Instruments

(i)

(i)
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Financial assets

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 debtors), 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.

Impairment loss on financial assets

Obijective evidence that the asset is impaired includes
observable data that comes to the attention of the
Group includes the following loss events:

o significant financial difficulty of the debtor;

o a breach of contract, such as a default or
delinquency in interest or principal payments;

° granting concession to a debtor because of
debtors’ financial difficulty;

° it becoming probable that the debtor will enter
bankruptcy or other financial reorganization.
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4.

PRINCIPAL ACCOUNTING POLICIES - continued

Financial Instruments — continued

(9)

(i)

(i)

Impairment loss on financial assets — continued

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. The carrying
amount of financial asset is reduced through the use
of an allowance account. When any part of financial
asset is determined as uncollectible, it is written
off against the allowance account for the relevant
financial asset.

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.

Financial liabilities

Trade and other payables are initially recognised at
fair value and subsequently measured at amortised
cost using effective interest rate.

Bank borrowings and the debt element of convertible
note 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.
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4.

50

PRINCIPAL ACCOUNTING POLICIES - continued

Financial Instruments — continued

(9)

(i)
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Convertible note

Convertible note issued by the Group that contain
both the liability and conversion option components
is classified separately into their respective items
on initial recognition. Conversion option that will be
settled by the exchange of a fixed amount of cash
or another financial asset for a fixed number of the
Company’s own equity instruments is classified as an
equity instrument.

On initial recognition, the fair value of the liability
component is determined using the prevailing
market interest of similar non-convertible debts. The
difference between the proceeds of the issue of the
convertible note and the fair value assigned to the
liability component, representing the conversion
option for the holder to convert the note into equity, is
included in equity (convertible note equity reserve).

In subsequent periods, the liability component of the
convertible note is carried at amortised cost using
the effective interest method. The equity component,
represented by the option to convert the liability
component into ordinary shares of the Company,
will remain in convertible note equity reserve until
the embedded option is exercised (in which case
the balance stated in convertible note equity reserve
will be transferred to share premium). Where the
option remains unexercised at the expiry dates, the
balance stated in convertible note equity reserve will
be released to the retained profits. No gain or loss is
recognised in the income statement upon conversion
or expiration of the option.

4.

IRENRR -
MBTA-&

(9)

(i)

ARSI

ARRAREITHA AR RS
gz TR E R R -
TR FE RS 20 K8 A5 (8 B
HA - MEEHAEE S
BRI BYMBEE
RBEEHE 2 ANRFIK
AT E#ER -

NEHERE - BEHIZ
DR EETIAELUIERT R
BEH 2 ERMMSHNEE
TE o BITAIMBRRIEZPT
SREEABEHOEEE
ZRRBEZAZSE &
RAEANBBREBRERZ
HEHE - G AR A (A
BRBE )

AR AR - AT ER
Z BB ABRF EE
REHRK ARSI 0R o BB
DA R EERAARART]
R R AR 7D P TR
AHMERE  BEEASHR
BRI - EIRIS
T - AR IR R IR
HPT Y AEER S B = A )
B o AR R fE T B
HIRARTITEE - AR AT AR
SEBRARER S8 -
HeE2REEN - R
BrEREmsEiml - &
TenrkaRiEREs
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FOR THE YEAR ENDED 31 DECEMBER 2007
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4. PRINCIPAL ACCOUNTING POLICIES - continued

(9) Financial Instruments — continued
v) Derecognition

The Group derecognises a financial asset when the
contractual rights to the future cash flows in relation
to the investment expire or when 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 contact is

discharged, cancelled or expires.

(h) Impairment of other assets

At each balance sheet date, the Group reviews the carrying
amounts of the following 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:

o property, plant and equipment under cost model;
° interests in subsidiaries; and
o interest in an associate

If the recoverable amount (i.e. the greater of the fair value
less costs to sell and value in use) of an asset is estimated to
e 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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4.

52

PRINCIPAL ACCOUNTING POLICIES - continued

(i)

0

(k)

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 of inventories for carnival amusement
parks and restaurants are calculated using the weighted
average method and first-in first-out method respectively.
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 operation of carnival amusement parks
are recognised when the tickets and tokens are sold to
customers and when services are provided.

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

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.
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NOTES TO THE FINANCIAL STATEMENTS
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4.

PRINCIPAL ACCOUNTING POLICIES - continued

(k) Income taxes - continued

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.

(0] Employee benefits
(i) Defined contribution pension plan

The Group participates in 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
pension plan are recognised as an expense in the

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 service 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.

4.

TEETHR-#

(k)

U]

FRis® — &
HARM R REEEERAR
ZHERHERRNAMAEESREZ
MHRERER  AEMERE
ERE - BERBAXRAEEAR
REBBEEAR - RIEEAKRK
ERT SN < CHEREERAR
S FRAERMEZRGERARE
ERBRE - BELEHBEERE
JRE ER 5034 1) P PR X $EK 8 B M
RZBERTIETHER - ELEHRA
BEGTRBEREREREEL
HIRAER Z X E - AT
BZBREREEAEREREN
HEE LERER -

s e kP RER - MY
REERERSERD AR - A
BRARANERER S o

BEEF

() ERERT R K272
AEBEREBMAESER
BEZHERBHEATEDE
(&) - %erElZ
EEBIUNAKEEZE
E - AXEAEGZES
FE - ARERZTEE
HARE N B SR A%

B

REHRFEAR TS ZH
REME  REEARERS
RIERBFAX -

(i)  ERSZBHIETF
EEAZERAZEFBRRY
ke REEBESEH
BARHER - BEEREZE
EE B LR IR A
FEFERERAREEZ
EETREDFELEE

BEANZAZABRER
RIRRES 16 THERR -

EFBEMRRERAT —TTHEER 53



NOTES TO THE FINANCIAL STATEMENTS
B AR B

FOR THE YEAR ENDED 31 DECEMBER 2007
HE-_TTHF+_A=1T—1tFE

4.

54

PRINCIPAL ACCOUNTING POLICIES - continued

U

(m)

(n)

Employee benefits — continued

(iii) Termination benefits
Termination benefits are recognised when, and only
when, the Group demonstrably commits itself to
terminate employment or to provide benefits as a
result of voluntary redundancy by having a detailed
formal plan which is without realistic possibility of
withdrawal.

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

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

Rentals payable under operating 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 currencies
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. Non-monetary
items carried at fair value that are denominated in foreign
currencies are retranslated at the rates prevailing on the date
when the fair value was determined. Non-monetary items
that are measured in terms of historical cost in a foreign
currency are not retranslated.
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4.

—ETLETAS TR

PRINCIPAL ACCOUNTING POLICIES - continued

(n)

Foreign currency - continued

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 case, the exchange differences are also recognised
directly in equity.

On consolidation, the results of foreign operations 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, in which case, the rates approximating to those ruling
when the transactions took place are used. All assets and
liabilities of foreign 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 foreign operations 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 foreign operation concerned are
reclassified to the foreign exchange reserve.

On disposal of a foreign operation, the cumulative exchange
differences recognised in the foreign exchange reserve
relating to that operation up to the date of disposal are
transferred to the income statement as part of the profit or
loss on disposal.

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation on
or after 1 January 2005 are treated as assets and liabilities of
that foreign operation and translated at the rate of exchange
prevailing at the balance sheet date. Exchange differences
arising are recognised in the foreign exchange reserve.

4.

TEETHR-#
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4.

56

SETLETAS TR

PRINCIPAL ACCOUNTING POLICIES - continued

(o)

(p)

(a)

Share based payments

Where share options are awarded to employees, the
fair value of the options at the date of grant is charged
to the income statement over the vesting period with a
corresponding increase in the employee share based
compensation reserve within equity.

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.

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.
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4. PRINCIPAL ACCOUNTING POLICIES - continued

(q)

(1)

Segment reporting - continued

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.

5. BUSINESS AND GEOGRAPHICAL SEGMENTS

(a)

Business segments

For management purposes, the Group is currently organised
into two operating divisions — food and beverage, and
carnival amusement parks. These divisions are the basis on
which the Group reports its primary segment information.

Principal activities are as follows:

— sales of tickets, tokens and
advertising income.

Carnival amusement parks

Food and beverage — sales of food and beverages

in restaurants.

4. FESHBEER-#

(a)

(r)
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5. XEBRHESH

(a)
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5. BUSINESS AND GEOGRAPHICAL SEGMENTS - 5. EBRHEDE &
continued
(a) Business segments — continued (@) X¥oB-&
For the year ended 31 December 2007 BEZ-_FE+LFS+_H=1—H
IFFE
Carnival
amusement
parks Food and
EEES beverage Consolidated
PLAE BYRESR we
HK$’000 HK$’000 HK$’000
FET FET FET
REVENUE =
Sales fHE 25,100 70,186 95,286
Other income E A 8,999 1,568 10,567
Total A=t 34,099 71,754 105,853
RESULT S
Segment result ok E 2 (12,277) 29,294 17,017
Unallocated corporate AoBEERY
expenses (8,269)
Profit from operations H S | 8,748
Impairment of amount Bl —BRIES
due from a former KIERE
director (38,682)
Share of loss of JEME—REt = A A
an associate E518 - (22) (22)
Finance income BAFSUL A 599
Finance costs B TSR AR (7,635)
Loss before income B TS 48 12l Al
tax credit E5i8 (36,992)
Income tax credit FriS Bt El 765
Loss for the year REFEEEIE (36,227)
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5. BUSINESS AND GEOGRAPHICAL SEGMENTS -

5. XBRMEDH-&

continued
(a) Business segments — continued (@) X¥oB-&
BALANCE SHEET EEREBR
As at 31 December 2007 R-EELF+—HA=+—H
Carnival
amusement
parks Food and
EEES beverage Consolidated
PLaE BYURARGB wma
HK$’000 HK$’000 HK$’000
FHET FHET FET
ASSETS BE
Segment assets 2B éfF 36,727 99,771 136,498
Interest in an associate B — KBt N Bl e s - 170 170
Unallocated corporate KD @Em%ﬁ?
assets 85,093
Consolidated total assets  43A BELAE 221,761
LIABILITIES =l
Segment liabilities DEPEE 2,700 22,839 25,539
Unallocated corporate AOBOEAE
liabilities 68,355
Consolidated total GEAGERE
liabilities 93,894
EFELERERAT T LFER 59
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5.

60

BUSINESS AND GEOGRAPHICAL SEGMENTS - 5.

continued

(a)

Business segments — continued

EBERMED B -#

(@) EBoH-&

OTHER INFORMATION HihE R
For the year ended 31 December 2007 e —_ZTELF+—_H=+—H
IFFE
Carnival
amusement
parks Food and
EFEES beverage Unallocated Consolidated
BEE  BURHE RAE oy
HK$’000 HK$’000 HK$’000 HK$’000
FTERT FTER FTET FERT
Capital additions BRIE N 4,034 24,315 3,556 31,905
Depreciation e 5,034 1,260 25 6,319
Impairment losses on trade B S EYGRIA 2
receivables REEE 29,323 530 - 29,853
Impairment loss on amount due W —HAIES
from a former director PR REEE - - 38,682 38,682
Loss on disposal of property, HENE  BE
plant and equipment MR EEE 43 - - 43
Write-down of inventories FEHR 481 - - 481

For the year ended 31 December 2006, the Group’s
operation was regarded as a single segment, the operation
of carnival amusement parks.
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HE-_TTHF+_A=1+—1tFE

5.

BUSINESS AND GEOGRAPHICAL SEGMENTS - 5.

continued

(b)

Geographical segments

The Group’s operations are located in the Mainland China,

Hong Kong and Macau.

The following table provides an analysis of the Group’s sales
by geographical market, irrespective of the origin of the

FBRMWED &

(b) HEDI

REBEBALH A BEAREE -

KRFS -

BB

TERRETS T wE MR
HTBRAMANEE 2 HE -

goods/services:
Sales revenue by
geographical market
R BTS2 HEWA D
2007 2006
—EELF —EER
HK$’000 HK$’000
FET FAT
Macau SEFY 70,186 -
Mainland China PR B K e 25,100 15,989
95,286 15,989

The following is an analysis of the carrying amount of
segment assets, and additions to property, plant and

TRIREEMEMR - HHT5HE
BENNRIEYNE  BENRE

equipment, analysed by the geographical area in which the Z BRTEE -
assets are located:
Carrying Additions to
amount of property, plant
segment assets and equipment
PHEEREE HEYE - WERRE
2007 2006 2007 2006
—EZLF “EERE —EELF ZTTRE
HK$°000 HK$’000 HK$’000 HK$’'000
THER TAT THER TAT
Mainland China FR B K B 39,893 103,747 4,035 5,376
Hong Kong a5 30,724 484 10 3
Macau RFT 151,144 - 27,860 -
221,761 104,231 31,905 5,379
BRBELERERAT —TTHEFR 61
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62

TURNOVER =E 2
Turnover and revenue recognised by category are as follows: AR R A2 B IS ¢
Group
REE
2007 2006
—EELHF —EEREF
HK$’000 HK$'000
FET FAT
Income from operation of REZFESHLLE
carnival amusement parks WA 25,100 15,989
Sales of food and beverage BEHEERY IR M
in restaurants 70,186 -
95,286 15,989
OTHER INCOME AND GAINS Halr A & s
Group
REE
2007 2006
—BELF ZETRF
HK$’000 HK$'000
FET FAT
Guarantee profit income ERR AU A 6,108 4,335
Exchange gain R 2,523 =
Insurance claim income RERERA 1,095 =
Reversal of impairment loss B 5 BUWGRIA Z BIE
on trade receivables st o] 463 -
Fair value gain from an WEMFE AR BEWE
investment property 214 -
Waive of loan interest due HREN—BEEEN
to a director Z B - 648
Others Hith 164 153
10,567 5,136

The guarantee profit income represents the income received from
an independent third party in accordance with the profit sharing

agreement signed in 2006.
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BE

8.

—ETLETAS TR

PROFIT FROM OPERATIONS

Profit from operations is arrived at after charging:

8. RK&E&EA

R M 2R T

Group
REE
2007 2006
—EZLEF —EERF
HK$’000 HK$'000
FET FAIT
Staff costs (Note 9) B TRRA(A7:£9) 22,876 7,734
Cost of goods sold EHEEmKA 21,482 -
Operating lease rentals and T RIBF 24
respect of land and buildings e 5,617 1,149
Auditor’s remuneration e GIER ) 830 610
Write-down of inventories FEMOR 481 -
Loss on disposal of property, HEWZE - BE
plant and equipment ML fEEsia 43 -
STAFF COSTS 9. BIRA
Group
AEE
2007 2006
—EELE —EBERF
HK$’000 HK$'000
FHET FAIT
Staff costs (including directors) EIXRAN(BEES)BFE
comprise:
Wages and salaries I%& &%‘%é 20,794 7,440
Contributions on defined ERREFCRR S EIH K
contribution pension plans 267 294
Share-based payment expenses RNk 2
(equity settled) (BA&EE) 1,815 -
22,876 7,734
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10. DIRECTORS’ EMOLUMENTS 10. EEME
The emoluments paid or payable to each of the eight (2006: seven) YRSHEMNTFNEZG(ZEERF : £5)
directors were as follows: FEZMELT ¢
Salaries,
allowances Retirement
2007 and benefits scheme Share-based
—EEtF Directors’ inkind contributions payment
fees & 2R ERETE expenses Total
EEHms RENEA H®H ROSHHEX ok
Note HK$’000 HK$'000 HK$'000 HK$'000 HK$’000
BiizE TET TET TERT TERT TERT
Executive directors HITEE g
Chan Chak Mo (“Mr. Chan’) B2 ([BR5E4 1) - 1,186 - - 1,186
Chan See Kit, Johnny BRBA b - 602 12 182 796
Lai King Hung BRIt - 122 4 182 308
Leong In lan ZATE - - - 182 182
Independent B EHAT
non- executive B=x
directors
Cheung Hon Kit R 240 - - - 240
Chui Sai Cheong EtE c 240 - - - 240
Yu Kam Yuen, Lincoln SR 240 - - - 240
Chan Shek Wah fRsHzE 180 - - - 180
900 1,910 16 546 3,372
Notes: iz :
@) Lim Kam Hung and Tong Ka Wai were the executive directors of the Company @ REE—ZTtF+_A=1t—"HILFE "

for the year ended 31 December 2007, but no remuneration was paid to them
during the year.

(b) Chan See Kit, Johnny waived his remuneration of HK$552,000 for the year
ended 31 December 2007. Other than that, none of the directors waived any
remuneration for the year ended 31 December 2007.

() Mr. Chui Sai Cheong has resigned as an independent non-executive director,
a member of the audit committee and a member of remuneration committee
of the Company with effect from 31 January 2008.
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10.

DIRECTORS’ EMOLUMENTS - continued 10. EEMe-#
Salaries,
allowances Retirement
2006 and benefits scheme  Share-based
—ETREF Directors’ inkind  contributions payment
fees ¥4 - =2Ah RIRETE expenses Total
EE5He  KEDET 3 BRHNHAES BE
Note HK$’'000 HK$'000 HK$'000 HK$'000 HK$’'000
B =E FHL FHIT FHIT FAT FHL
Executive directors HITES
Chan See Kit, Johnny BREA e - 48 12 = 60
Lai King Hung R - 120 4 - 124
Ho U Un AR f 40 — - - 40
Independent BT
non-executive =
directors
Cheung Hon Kit R 240 = = = 240
Chui Sai Cheong EtE 240 - - - 240
Yu Kam Yuen, Lincoln RIPIR 240 - - - 240
Chan Shek Wah PRisEE 180 - - — 180
940 168 16 - 1,124
(@) Mr. Chan, Leong In lan, Lim Kam Hung and Tong Ka Wai were the executive (d) REE-_ZTF+_A=+—RHLFE "

directors of the Company for the year ended 31 December 2006, but no
remuneration was paid to them during the year.

Chan See Kit, Johnny waived his remuneration of HK$552,000 for the year
ended 31 December 2006. Other than that, none of the directors waived any
remuneration for the year ended 31 December 2006.

Ho U Un resigned as the director on 29 April 2006.

RIEE - ROTH - MERRERRID /AR
AZBITES  EF ARSI EES M

REAREREHZE_TTREFT-_A=+—
HIEFE 2 M £552,0008 7T ° Kt zsh
BEEEekBE—TTRFT-_A=1T—
BULEFEZHE -

RN —EBRFMNA-TNLABREE
=o
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11.

66

EMPLOYEES’ EMOLUMENTS

Of the five individuals with the highest emoluments in the Group,
one (2006: Nil) was director of the Company whose emoluments are
included in the disclosures in Note 10 above. The emoluments of
the remaining four (20086: five) individuals were as follows:

11. EEEHN
RAELBRSHEALESR  Hbh—%Z(=F
TNE E)AAATES  HBSEH
R EXHIEE10 © HEAMAE (ZBEXE
AR)EEHFALZHEBENT -

Group
rEE
2007 2006
—EELF ZETREF
HK$’000 HK$’'000
FExT FAT
Salaries and other benefits e LEMEN 3,367 3,000
Contributions to retirement RIRE TSI
pension schemes 48 60
3,415 3,060
Their emoluments were within the following bands: WEZMENTIATER :
2007 2006
—BELF =
No. of No. of
employees employees
EEAH BB AR
Nil to HK$1,000,000 0— 1,000,000/ 7T 3 4
HK$1,000,001 to HK$1,500,000 1,000,001 7T — 1,500,000/ 7T 1 1
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12. FINANCE INCOME AND COSTS 12. BBEWAREA
Group
REE
2007 2006
—EELF —ETRF
HK$’000 HK$’000
FET T
Finance Income E 2 N
Imputed interest income on JENEEREZ(HE
amounts due to directors FEUWA - 1,758
Bank interest income RITA B UL A 599 4
599 1,762
Finance Costs B R AN
Interest on bank borrowings fE?ﬂﬁEﬂ 1,956 4,328
Imputed interest on interest-free EERBERZHE
loan from a director & 3,682 4,396
Interest on bank overdraft IRITBEZF B 314 326
Interest on convertible note AT IR T B
(Note 28) (Mf7E28) 1,683 -
7,635 9,050
13. INCOME TAX CREDIT 13. FrBHiEE
The amount of taxation in the consolidated income statement SEEWNRFRATHIESERIE -
represents:
Group
REH
2007 2006
—EELEF TETRF
HK$’°000 HK$'000
FHET F&TT
Current tax — Macau ARHARR TH — B
Complementary FriSf 7l
Income Tax
— Current year — ARNFEFIE (3,559) -
— Over provision in respect — B FEEE
of prior years T 4,324 -
Income tax credit PS5 # mEl 765 -
EFELERERAT T LFER 67
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13.

68

INCOME TAX CREDIT - continued

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 2007 and 2006. Overseas tax is
calculated at the rates applicable in the respective jurisdictions.

PRC Enterprise Income Tax (“EIT”) is calculated at rate of 33% (2006:
33%). No provision for EIT has been made as the PRC subsidiaries
have no assessable profits for EIT for the years ended 31 December
2007 and 2006. Macau Complementary Income Tax is calculated at
the progressive rate on the estimated assessable profits for the year.
The maximum tax rate is 12% for the year ended 31 December
2007.

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

At the balance sheet date, the Group has unused tax losses of
HK$18,802,000 (2006: HK$30,575,000) available for offset against
future profits and will be expired in five years. No deferred tax
asset in respect of the tax losses has been recognised due to the
unpredictability of future profits streams.
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13. INCOME TAX CREDIT - continued 13. FiSBidE-—#

The reconciliation of income tax credit for the year to the tax REEFESHBECEFEREEEEME
expense applicable to loss before tax using the applicable tax BLEERE BB X E 2 R EHEE

rate for the jurisdictions in which group entities are domiciled is as Az IR AR

follows:

2007 2006
—EELF —ETREF
HK$’000 HK$'000
FET FAT
Loss before income tax credit [ BT 1S5 70 B [ i 5 18 (36,992) (6,278)

Tax calculated at the applicable HE AR R E 2 58

tax rates (4,439) (1,098)
Tax effect of share of loss of JE{h—REE N Al EE

an associate IR R 3 =
Effect of different tax rates of EEE M Al AR R 2

subsidiaries operating in ZHB AR EAE

other jurisdictions -7 - 2,425 1,440
Tax effect of expenses not TENB Y 2 g2

deductible for tax purposes 10,837 44
Tax effect of revenue not taxable ~ H/ERRIUNA 2 BI85 28

for tax purposes (145) -
Tax effect of tax losses not RERHIBEBZ RS2

recognised 715 2,837
Utilisation of tax losses previously — &8 R iER IS E 8

not recognised (5,837) (8,223)
Over provision in respect BEFEBREEG

of prior years (4,324) -
Income tax credit FriSHi st El (765) -

14. LOSS ATTRIBUTABLE TO SHAREHOLDERS 14. BRERELEE

Loss attributable to shareholders includes an amount of &% 5 FE {1 E51846,184,0008 T (2 F R
HK$46,184,000 (2006: HK$11,387,000) which has been dealt with F : 11,387,000/70) B st AR R Al 81 7%
in the financial statements of the Company. W o
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15.

16.

70

DIVIDENDS
No dividend was paid or proposed for the year 2007 and 2006.

LOSS PER SHARE

The calculation of the basic and diluted loss per share attributable
to the ordinary equity holders of the Company is based on the

following data:

(a)

15. KRE

R-EZLFER_ZTRFIBEKMNK

FIREMRE

16. BREE

ARE BB A ARGERER R #

SEERTREA T8RS

Group
rEE
2007 2006
—EELF ZETREF
HK$’000 HK$'000
FET FAT
Basic loss per share BREREE
Loss attributable to the A AE(REE
equity holders (41,516) (6,.210)
Number of Number of
shares shares
R EHE REOEE
Weighted average number of st E&IREAREE
ordinary shares for 2 TR I
the purposes of basic
loss per share 267,953,036 60,000,000
Basis loss per share FREEAEE
(HK cents) (P&l (15.49) (10.35)
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16. LOSS PER SHARE - continued 16. EREE-#
Group
rEE
2007 2006
—EEtLHF —EBERF
HK$’000 HK$'000
FET FAT
(b) Diluted loss per share BRE#EEER
Loss attributable to EmiEE AELEE
the equity holders (41,516) (6,210)
Effect of dilutive potential TR B S E
ordinary shares:
Interest on convertible Br1& A IR iR
note (net of tax) L& 1,683 -
Loss attributable to the B AE AT
equity holders for diluted #5551
loss per share (39,833) (6,210)
Number of Number of
shares shares
RGEE AL 4E
Weighted average number 5+ & GIREARE B
of ordinary shares for 2 BAR DR g £
the purposes of basic
loss per share 267,953,036 60,000,000
Effect of dilutive potential TRRBEE ST E
ordinary shares:
— share options — BBk 1,414,124 -
— convertible note — AR R 53,135,831 —
Weighted average number 5t & GRS E 18
of ordinary shares forthe ~ Z @R I0fE
purposes of diluted loss T8
per share 322,502,991 60,000,000
Diluted loss per share S EE
(HK cents) (L) (12.35) (10.35)
The number of shares for the year ended 31 December 2006 BE_ZFT F+-A=+T—"HLFE
was adjusted for the effects of share consolidation, prior to ZBin B BB & 6 B IE LA
which 600,000,000 shares were reported. On 26 June 2007, - SERIFRERE B %600,000,0008% © K
every 10 shares of the Company of HK$0.01 each was :%%fiﬁﬂ Z+RA - AREET
consolidated into 1 share of HK$0.1 each. The comparative REREEC.OVETZRNAaH R —KE
figures have been adjusted to take into account the effect of HXE@O BT Z R - LBREATEEL
share consolidation. R ETRRDEH L -
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B=E

17.

72

SBRLEFAST—LEE

PROPERTY, PLANT AND EQUIPMENT 17. Y% - BERRE
Amusement Office Kitchen
Group ridesand fixtures and utensils
piy | Leasehold machines equipment  and supplies Construction
improvements B N BEMRE  inprogress Total
HE#E RERH SET ] REER ERIRE @t
HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000
TEx THET TEL TEx THEL TEx
Cost ﬁfczF
At 1 January 2007 R-ZZ+F—HF—H 2,339 26,788 714 409 30,250
Additions NE 11,577 2,065 654 5,721 8,342 28,359
Acquired through acquisition & BUEHTB 2 AIEUES
of subsidiaries - - 170 269 - 439
Disposals il = = (359) - - (359)
Exchange differences ERESR 148 350 6 () 26 525
At 31 December 2007 RIZZLET-A=T—H 14,064 29,203 1,185 5,985 8,777 59,214
Accumulated depreciation ZitiFE
At 1 January 2007 RZEZ+F—A—H 546 8,150 234 - - 8,930
Depreciation e 1,673 4,097 121 428 - 6,319
Exchange differences EHESR 63 81 4 - - 148
At 31 December 2007 RIZTHET=A=+t-H 2282 12,328 359 428 = 15,397
Cost A
At 1 January 2006 R-ZZ E—A—H 24,484 338 - - 24,822
Additions NE 2,339 2,260 371 - 409 5,379
Exchange differences kst - 44 5 - - 49
At 31 December 2006 RZEEANE+ZA=+—-H 2339 26,788 714 = 409 30,250
Accumulated depreciation ZitiFE
At 1 January 2006 RZZEERF—A—H = 4,439 145 - - 4,584
Depreciation e 546 3,702 88 - - 4,336
Exchange differences BHER - 9 1 - - 10
At 31 December 2006 R-ZE F+-A=1+—-H 546 8,150 234 - - 8,930
Net book value REFE
At 31 December 2007 RIZZLET-A=T—H 1178 16,875 826 5,557 8,777 43817
At 31 December 2006 RZEENE+ZA=+—H 1798 18,638 480 = 409 21,320
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FOR THE YEAR ENDED 31 DECEMBER 2007
HE-_TTHF+_A=1+—1tFE

18. INVESTMENT PROPERTY 18. BEWHE
Group
rEE
2007 2006
HK$’000 HK$’'000
FET FAIT
Fair value ARBEE
Additions during the year FRRNE 3,546 -
Change in fair value ARBEEES 214 -
At the end of year FIR 3,760 -
The Group’s investment property was revalued at 31 December REBIEEMHEERZZTZLF TR
2007 on market value basis by qualified valuer from Jones Lang =+ — HASFREM B RS
Lasalle Sallmanns Limited, an independent firm of chartered THEMBERARE TS B R GERIZT
surveyors. BEEAESH -
The investment property is located outside Hong Kong and held WEMEDZEREOREBHEING
under short-term lease. A e
19. GOODWILL 19. HE
Group
rEE
2007 2006
HK$’000 HK$’'000
FET FAIT
Cost BN
At 1 January n—HA—H - =
Acquisition of subsidiaries I HEHT B A &) 61,781 -
At 31 December R+=—A=+—H 61,781 —
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19. GOODWILL - continued
Goodwill acquired in business combinations was allocated, at
acquisition, to the cash-generating units that are expected to
benefit from that business combination. The carrying amount of
goodwill was allocated to the following cash-generating units for the
purposes of impairment testing:

19.

[k B
REBEHMRGRHERKER - D
ERHREEBAHES REELSE
- BEREAEESEENTREESL
BB - LAETTRIERIF

2007 2006
—EELF ZETREF
HK$’000 HK$’000
FET FHT
Kanysia Investments Limited Kanysia Investments Limited
(“Kanysia Group”) ([Kanysias&sH |) 61,775 -
Era Catering Management
Company Limited BHRERERAR AT
(“Era Catering”) (TEHBEE]) 6 -
61,781 -

Goodwill arising on acquisition of Kanysia Group and Era Catering
has been allocated to the food and beverage cash-generating
unit, one of the business segments of the Group, for impairment
testing. The recoverable amounts of food and beverage have been
determined based on a value in use, calculated by using cash flow
projections from formally approved budgets covering a five year
period to 31 December 2012. Key assumptions are as follows:

WiEKanysiask B & & BB RPTEE S
ENREAEEER —FEX£BHBRY
FHRGBESEEEMERBIR - BRY
MMz AT M Bl &5 IR EREE R
BREBEE_T——F+-_A=+—H
IFRFEEM 2 I & 2 TEE TR
EREBTBAET - TB/RBOT ¢

2007

—ERLE

%

B

Discount rate BhIE =X 7
Operating margin R FIZ 44.6
Growth rate BR=E 6

Operating margins have been based on past experience.
Discount rates are based on the Group’s beta adjusted to reflect
management’s assessment of specific risks related to the cash-
generating unit. Growth rates beyond the first five years are based
on economic data pertaining to the region concerned.
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FOR THE YEAR ENDED 31 DECEMBER 2007
HE-_TTHF+_A=+—1tFE

20. INTEREST IN AN ASSOCIATE

20. FriE—XBEATER

Group Company
AW N
2007 2006 2007 2006

—2%tE —TTREF  Z2tFE  —TTRHF
HK$°000 HK$’000 HK$’000 HK$’000

TER TET FET TAT

Share of net liabilities SMFEBRE 8) - - _

Loan to an associate * | —xKEt =N a B 178 - - -

170 - - _

Unlisted shares, at cost JEETIRGD - A E 14 — - _

# The loan to associate is unsecured, interest free and has no fixed repayment # B NR 2 B AERR - R EREETEE
terms. RE -

Details of the unlisted associate are as follows:

Place of
incorporation/
establishment/

FEMBERRFHBLT

Percentage of
ownership interests/

operations voting rights/
S Principal Registered profit share
Name WAL, activities capital held FER RER
=1 R R FEXEW PRt AR 2 PEEFBE DL
Bright Prosper Macau Operation of restaurants MOP14,700 49%
Catering A REEE 14,7002P97T
Management
Company Limited
ERNEREE
BRAA]
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20. INTEREST IN AN ASSOCIATE - continued

20. P —XBEQATEDR -4

The summarised financial information in respect of the Group’s NEFF S NT ZHEERIENT ¢
associate is set out below:
2007 2006
—BELHF ZETRF
HK$’000 HK$'000
FET FHT
Total assets BB E 159 -
Total liabilities wam (175) -
Net liabilities FAE (16) -
Group’s share of net liabilities AEEE—REE DR FEE
of an associate (8) -
Revenue A - =
Group’s share of loss of an FRAREE FTH— RIS AR EE
associate for the year (22) -
21. INVENTORIES 21. ®E
Group
rEE
2007 2006
—EELF —EERF
HK$’000 HK$'000
FET FA&7T
Raw materials B 2,091 10
Finished goods and 2Pk R A HEEE R
goods for resale 5,686 5,108
7,777 5,118
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FOR THE YEAR ENDED 31 DECEMBER 2007
HE-_TTHF+_A=1+—1tFE

22. TRADE AND OTHER RECEIVABLES

22, EFKHMEWFIE

Group Company
rEE ANF]
2007 2006 2007 2006

—ERtFE —TTRF ZBRRtLF —TTNF
HK$000  HK$'000  HK$000  HK$'000
TR TAT TR TAET

Trade receivables B 5N 17,794 33,912 - -
Other receivables H i e U k18 1,753 4,124 222 204
19,547 38,036 222 204

The Group’s sales to customers are mainly on cash basis. The
Group grants credit to certain customers for sales of tickets and

advertising space with various credit terms.

The ageing analysis of the trade and other receivables (net of

provision for impairment loss) is as follows:

AEBEZURSATFLETHE - &
SENTREEGRMHEENERES
EHRETEPREEER -

B 5 MEMEKFIR(CE R ERER

)2 BRI DTN -
Group Company
rEH PN
2007 2006 2007 2006

—EELF —ZTTRF ZBELF —ZTTF
HK$’000 HK$’'000 HK$’000 HK$'000
FHET THT FET FAIT

Neither past due nor impaired L 8 R SR E 1,753 4,124 222 204
Less than 90 days past due 90 H W& &1 9,390 4,483 - =
91 to 365 days past due 91365 H A2 Hf 8,404 106 - =
More than 365 days past due 365 H 1 2| #A - 29,323 - =
Amount past due at balance sheet F4: & B B HAME Y RR(E

date but not impaired (Note a) 25 (M3Ea) 17,794 33,912 222 204
Total Rt 19,547 38,036 222 204
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22,

23.

78

Note a:

Note b:

Note c:

TRADE AND OTHER RECEIVABLES - continued 22, BESRHMEWFE-#
The balances that were past due but not impaired related to a number of Miita: BRHELRREZ EHREAEEETE
customers that have good track records of payment with the Group except for LRI 2 EP - R =ET R F+=A
an amount of HK$29,323,000 as at 31 December 2006. Please refer to Note =+—H 2 5k3829,323,0007 LKA + FEIE
¢ below for details. Based on the past experience, the management estimated B2 T X iEc - RIBFBELS  EEE
that the carrying amounts could be fully recovered. st A FEREER 28U o
The below table reconciled the provision for impairment loss of trade and RNFEE 5 RE M EUGRIE 2 R ERBRE
other receivables for the year: B
Group Company
AEE AT
2007 2006 2007 2006
—eELE  —TTAF  CEELE  —TEAA
HK$’000 HK$'000 HK$’000 HK$'000
FEx FHAT FET TR
At 1 January ®n—A—H 1,319 1,319 - -
Acquired through acquisition BBRWEKHTBAREA
of subsidiaries 463 - - -
Impairment loss recognised ERERRERSE (Mitc)
(Note c) 29,323 - - -
Reversal of impairment loss S AT RERR R (B 5 1R 3 ]
previously recognised (463) = - =
At 31 December (Note b) R+=A=+—H (Kizb) 30,642 1,319 - -
The Group recognised impairment loss based on individual assessment in Mizkb : AEERBESEBURFTHEAE RIS
accordance with the accounting policy. RORMEEE °
The Group has filed a claim to Hong Kong High Court against a trade debtor fiiztc : AKBARESRS AR - HKEERHEE
for the sale of theme park tickets of HK$29,323,000. The claim is still pending FRABEMEZE 5 HR529,323,0007 LM
for court hearing. After further review, the Directors are of the opinion that the B SEBARLEBR « BRNAFRA © &
Group is unlikely to recover the amount and a full provision for impairment loss HE— PR - ERRAWEFIE 2 A et
is recognised. K BB bR EEE(EL 28 E -
e =
AMOUNT DUE FROM A FORMER DIRECTOR 23. BW—HAESKE

The Group has filed a claim to the Hong Kong High Court against a
former director, Mr. Li Tat Ting, for an amount of HK$38,682,000.
The amount due was unsecured, interest free and with no fixed
term of repayment. The claim is still pending for court hearing. After
further review, the directors are of opinion that the Group is unlikely
to recover the amount and a full provision for impairment loss is
recognised.
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B R

FOR THE YEAR ENDED 31 DECEMBER 2007
HE-_TTHF+_A=1+—1tFE

24. CASH AND CASH EQUIVALENTS 24, BERERBEELEH
Group
KEE
2007 2006
—EELF BT RF
HK$’000 HK$'000
FHET FAT
Bank balances and cash IRITEEBRIIRE 84,909 1,075
Bank balances include bank deposit of HK$3,227,000 which is RITEHBEREE—ERBEHSKRE 2 &
pledged to a bank in respect of the guarantee given in lieu of rent RMBER F—RIE1728,227,000/8 7T
deposit. RITIFAK ©
25. TRADE AND OTHER PAYABLES 25. EZRHMENKIE
Group
REE
2007 2006
—EBELF —ETRE
HK$’000 HK$’000
FExT BT
Trade payables Z S ENRE 10,965 —
Construction payables ERTIEER 3,786 =
Accruals fEET &R 15,225 6,232
29,976 6,232
Included in trade and other payables are trade creditors with the REE B 28 5 K E bR IR -
following ageing analysis as of the balance sheet date: B SRERREROITNT
Group
AEH
2007 2006
—EELE TETRF
HK$’000 HK$'000
FHET FAIT
Less than 30 days yiSelo]=! 10,965 -
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26.

27.

80

AMOUNT DUE TO A DIRECTOR/DIRECTORS 26. Ef—8 ZREENE
Group Company
REE F/N|
2007 2006 2007 2006
—ETEF —TTF ZZBZEHE —TTRF
HK$’000 HK$’000 HK$’000 HK$'000
FHET THT FET FATT
Amount due to a director E—2EERE
- current — ZxHj
Amount due within one year (a) —FERNEFIH 2 FKIH(a) - 235 - -
Amounts due to directors EEEZE
- non-current —JE7RH
Amounts due after one year —F1&EH 2 FUB
Interest bearing at prevailing RIBITTHISAR
market rates (b) F=(o)] - 86,036 - 76,345

(@) The amount was unsecured, interest free and repayable on
demand. The amount was fully repaid in this year.

(b) The amounts were unsecured and have no fixed repayment
terms. The amounts were fully repaid in this year.

@ HHREAARLR  28REE
BHME - ERENBHEE -

b)) BAEFESELRNEETER
H ERFAZHEE -

BANK LOANS AND OVERDRAFT 27. RITEFREX
Group
rEE
2007 2006
—EEtHF ZTERF
HK$’000 HK$’000
FRxT TR
Interest bearing A
Secured - bank loans (Note a) B —iR1TER (Mizka) - 42,014
Unsecured  — bank overdraft EIR — RITE X - 4,395
- 46,409
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FOR THE YEAR ENDED 31 DECEMBER 2007
HE-_TTHF+_A=1+—1tFE

27.

28.

BANK LOANS AND OVERDRAFT - continued 27. RITERREX-4#
2007 2006
S —TERE
HK$’000 HK$’000
FHT FHBT
On demand or within one year BEXRS—FA - 13,413
Between one to two years —FEMFNR - 28,601
- 42,014
Amount due within one year HEREBER—FR
included in current liabilities B HA 2 FIE - (13,413)
- 28,601
Note a: The bank loans as at 31 December 2006 were secured by pledge of certain ita: RZZBERNE+_A=+—HZRTERY
shares of the Company owned by the ultimate holding company, Puregain PAS A4 IR A RlPuregain Assets Limited#
Assets Limited, and a personal guarantee given by a director, Mr. Chan. The BRZAETARARKG REEREAIRE ZE
bank loans carried at 31 December 2006 bear floating interest rate at Seng ANERIEEM - R=BESF+=-B=1+—
Heng Bank Best Lending rate plus range of 0.75% to 1.25% per annum. All B7I8R 2 SRITE IR EIRIT 2 REEER
such bank loans were denominated in Hong Kong dollars and fully repaid in FEMSENTFO0.75EZE1.25[F 278 8K
2007. STEFE - FTERITEFE BT RAEA -
WER =T FRHEE -
CONVERTIBLE NOTE 28. TAREE

On 26 June 2007, as a part of the implementation of its resumption
proposal, the Company issued a Hong Kong dollar denominated
convertible note with a principal amount of HK$51,308,000 (the
“Convertible Note”) to a company wholly owned by Mr. Chan. The
holder of the Convertible Note is entitled to convert the principal
amount into ordinary shares of the Company at an initial conversion
price of HK$0.5 per share, during the period from 26 June 2007
to 25 December 2009. Unless previously converted, the Company
shall repay the Convertible Note on 25 December 2009. Interest of
3% per annum will be paid every 6 months from the date of issue.

MNZBELEXA= A EAETT
RSz —2D ARAMRLEESR
EWEA 2 AR {7 A & % 51,308,000
PBTL 2 75 T HIME ] AR = % ([ AT R AR 22
Bl  IRREBFBEAERRZZTE
+EFESNAZ+NBEZZEZENE+ A
Z+ A B MRS S REFR0.5E
T ASEER AR AR E@EE
BRIEER LRI ER - TAIAQRER
—EENE+-_A -+ A BER AR
2R - REFIENXFE BB R
TE AT EeEAL N —K
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28. CONVERTIBLE NOTE - continued

The fair values of the liability component and the equity conversion
component were determined at the issuance of the Convertible
Note. The fair value of the liability component, included in non-
current financial liabilities, was calculated using a market interest
rate for an equivalent non-convertible bonds. The residual amount,
representing the value of the equity conversion component, is
included in shareholders’ equity heading “Convertible Note equity
reserve”.

The Convertible Note recognised in the balance sheet is calculated as

28. THREE-&
BEDS RREERED 2 DA EE
RETIRREEBEET - 51 RERD
HBEEZBEBS DA BEKREST
AIERES 2 TS FIRE - BREER
RIS Y R - S AR E
PSR TETRAER A2

REEH R TRBRERAENT

follows:

2007 2006
—EELHF “EBERF
HK$’000 HK$’000
FHET FAIT
Principal amount NG EE 51,308 -
Equity component o) (4,576) -
Liability component at date of issue FAZ4THElZ & &5 46,732 -
Interest expense (Note 12) FEREZ (MFE12) 1,683 =
Interest paid BFE (797) -

Liability component R-TE t¢+:ﬂ ==
at 31 December 2007 2 BESp 47,618 -

Interest expense on the Convertible Note is calculated using the
effective interest method by applying the effective interest rate of 7%
1o the liability component.
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29.

FINANCIAL INSTRUMENTS - RISK MANAGEMENT
The Group’s major financial assets include bank deposits, trade and
other receivables. The Group’s major financial liabilities include trade
payable, other payables, bank loans and Convertible Note.

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

° Market risks (Including interest rate risk and foreign exchange
risk)

° Liquidity risk
° Credit risk

Policy for managing these risks is set by the directors of the Group.
The Group’s overall risk management programme focuses on the
unpredictability of financial markets and seeks to minimize potential
adverse effects on the Group’s financial performance. The policy for
each of the above risks is described in more detail below.

(a) Market risks
(i) Interest rate risk
The Group has insignificant exposure to interest
rate risk as most of the financial assets and liabilities
are either interest free or at a fixed rate except
bank balances. If interest rate had been 100 basis
points higher/lower and all other variables were held
constant, the potential effect on profit or loss would
be HK$707,000 (2006: HK$40,000).

29.

TR -RRERE
AEBMEEHBEEEDERTEIUR
EHREMEREIE - AEEEEHB
AERBEESENKIE  HbEMR
I8 - RITE SR AT o

AREBEARLEEB AR AT —HKZ
HER

E 5 R (B HEH = EL k2 K FE 5

%)
. RBE R
0 EERR

AEEEEHAZUFRBRRTEER
AEEERBERREERBEIEFINS
BTS2 REASE - OBEE S A
SEMBREZEBETMNEE - sl Lt
BIBEEBAEE] C BERFFIR T

(@ TERE
() Tl 7

RNEBAR 2 F =R R
TEKX  RAABKRRITLE
BRIN  RBPIBEEER
BEH AR BNIZETEF
KB o WEMEEN
WA100EES - MATE
HARERFIE - {5
kBB 2 BELE KA
707,000 L (ZE = X
4 : 40,000/87T) °
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29.

84

FINANCIAL INSTRUMENTS - RISK MANAGEMENT 29. B TAE-HEKREE-&

- continued

(a) Market risks — continued
(ii) Foreign exchange risk

(@ WERBR-&

(i)

The Group’s exposure to foreign exchange risk
primarily through its operation in the Mainland China
and Macau and holding financial assets and liabilities
denominated in foreign currency.

The following tables indicates the sensitivity to a
reasonably possible change in the exchange rates of
currencies, with all other variables held constant, of
the Group’s profit after tax and other equity:

E SRR

AEEAS ZIMNER R E
FR B 7 B A fE N R T
Z TG AR B Rs B AN
IMEHBEERARE -

FRERERAEMEE
ERETET  HEEES
Z & 18 A g B B A UK AR
B

Group
AEH
2007 2006
—FTLE “ETRE

Effect on other

Effect on component of
loss after tax equity
HRBe - HHEMOES
BRzYE Hoz¥Eg

Effect on other

Effecton  component of

loss after tax equity
BEzEE  BIL¥

HK$'000 HK$'000 HK$'000 HK$'000
FTER TER THT FHT
RMB to HK$: ARWRBT
Appreciates by 3% FE3%
(2006: 2%) (ZZ2TNE : 2%) 657 - 728 -
Depreciates by 3% f2(E3%
(2006: 2%) (ZZTRF 1 2%) (657) - (728) -
HK$ to MOP: BTHEMT
Appreciates by 1% FE1%
(2006: Nil (ZZ2TRF  E) 226 - - -
Depreciates by 1% H2{81%
(2006: Nil (ZZZ-F : |) (226) - - -
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HE-_TTHF+_A=1+—1tFE

29. FINANCIAL INSTRUMENTS - RISK MANAGEMENT

- continued

(b)

()

Liquidity risk

The Group manages its liquidity risk by maintaining banking
facilities, continuously monitoring payments for potential
investments, cash outflows in ordinary course of business
and regularly reviews its funding position to ensure it
has adequate financial resources in meeting its financial
obligations. In the past, the Group relied on the financial
support from its controlling shareholder.

The contractual maturities of financial liabilities are shown as
below:

29.

M ITE-BREE-—#

(b)

RBE SRR
AEBFEBHFRITER  HE
EREERENR BREBR
EREBARERBRTEE SR
PAREIR B & 0 9 755 & IR B 5 HL B
BEE BERERDESER -
AEBBERBEZERBRR 28
B i% e

BB EZEAELIT -

2007 2006
—EELF ZEEREF
HK$’000 HK$’000
FET FATT
In less than one year PR—F 31,515 41,005
In more than one year but  —E/&BRER
not more than two years 52,848 113,371
In more than two years but A B=EFR
not more than three years - 3,844
84,363 158,220
Credit risk () RFEERR

The Group’s maximum exposure to credit risk at the balance
sheet date is the carrying amount of financial assets as
stated in the consolidated balance sheet. At each reporting
date, the Group reviews the recoverable amount of financial
assets and determines the provision for impairment loss
on individual basis based on their credit history, financial
difficulties and default in payments.

AEERGEERAZ ZEERR
WA BEERBERMIMBEE
FEESR AEEREEGEE
AR BEE MBS -
Wiz @R B ERBEREEELE
S IR PR 3 N 3B R A< R 1 0 B E R
BEEREE -

EFBEMRRERAT —TTHEER 85



NOTES TO THE FINANCIAL STATEMENTS
B AR B

FOR THE YEAR ENDED 31 DECEMBER 2007
HE-_TTHF+_A=1T—1tFE

29. FINANCIAL INSTRUMENTS - RISK MANAGEMENT 29. BT EA-REREE-#

- continued
(c) Creditrisk — continued (c) RFEERKB-#&
The Group has no significant concentration of credit risk BRI sE22 M 23AT I FE B N F N
except for the long outstanding balance due from a trade FEBRECRE—BEZEBEA
debtor and a former director as disclosed in Notes 22 and NAIES 2 @B AGHIN -
23 which have been fully provided during the year. EEVEEERRBMHETR 2B
e
Bank balances are placed in various authorised institutions RITHER D BIFA S HIER
and the directors of the Company consider the credit risk for B BMARAESRANRTEZ
such is minimal. EERBRIE o
30. SHARE CAPITAL 30. B
(a) Authorised and issued share capital (@) ZEEREBBITRA
Company
¥ N
2007 2007 2006 2006
—ETLE ZBRtE  —TTRFE —TTNAE
Number Value Number Value
L §E] BE 2B BB
Note ’000 HK$’000 ‘000 HK$'000
lhF3 Tk TER Fhx FAL
Authorised: HEE
At the beginning of year =)
Ordinary shares of FREE0.0IBT
HK$0.01 each ZEEk 3,000,000 30,000 3,000,000 30,000
Share consolidation R4 b (i) (2,700,000) - - -
Increase in authorised EANETE BN
share capital (i) 700,000 70,000 - -
At the end of year FIR
Ordinary shares of FREE0IETLZ
HK$0.1 each LB (—TTRE
(2006: HK$0.01 each) BREE0.01ETT) 1,000,000 100,000 3,000,000 30,000
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(a)

30. SHARE CAPITAL - continued 30. BA-#
Authorised and issued share capital — continued (@) ZERCBITRA-—F
2007 2007 2006 2006
—EEtE CZBELE —TTNE —ZTRE
Number Value Number Value
E ] EE 2B BB
Note ’000 HK$’000 ‘000 HK’000
(k3 T TERT Fiz FTAT
Issued and fully paid: BERTRAE
At the beginning of year =2
Ordinary shares of FREE0.0178 T
HK$0.01 each ZEBR 600,000 6,000 600,000 6,000
Share consolidation R a B 0) (540,000) - - -
Share issued on (ordinary FATRIEEITRG
shares of HK$0.1 each): (BREEABTE
LR
- placing of new shares — R EHRAD (i) 200,000 20,000 = =
— subscription of new shares —REHR M (iv) 40,000 4,000 = -
~ capitalisation of —BREER (v) 140,000 14,000 - -
shareholders’ loan w4
- acquisition of subsidiaries —EEK B AT (vi) 21,602 2,160 - -
At the end of year 3
Ordinary shares of FREBEABTL
HK$0.1 each TRER(ZETRE
(2006: HK$0.01 each) FREE0.01HBT) 461,602 46,160 600,000 6,000

By a resolution passed in respect of the Company’s
resumption proposal at the special general meeting of the
Company held on 18 June 2007, it was approved, among
others, that with effect from 26 June 2007:

(i) the authorised share capital of the Company was
consolidated for every 10 ordinary shares of HK$0.01
each into one ordinary share of HK$0.10 each.

(i) the Company’s authorised share capital was
increased to HK$100,000,000 by the creation of an
additional 700,000,000 ordinary shares of HK$0.10
each. All new shares rank pari passu in all respects
with the existing shares of the Company.

EMERERERAR

ARARR-ZTLFXA+NR
FIBITRRENASBEARE
BEBERZR  HEB-TT
TERNAZTARBEESERE) -

() ARABZEERNIEEI08
FREEOI BT Z ERE
A AE—IREREMEC10E
TL & o

(i) %5 1B 3 3% 700,000,000 % &
M EE0.10/8 T 2 L @M% -
18 7R A 5] A B R AN 38 N =
100,000,000/ 7T ° BT A #A%
MERARIBERMNDNES
HHZEREER
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30.

88

SHARE CAPITAL - continued

(a)

(b)

Authorised and issued share capital — continued

(iif) the Company placed 200,000,000 ordinary shares of
HK$0.10 each at a price of HK$0.5 per share to the
placing agents.

(iv) a director, Mr. Chan subscribed for 40,000,000
ordinary shares of HK$0.1 each at a price of HK$0.5
per share in cash.

(V) the Company capitalised an aggregate of
HK$70,000,000 of the outstanding shareholders’
loan due to Mr. Chan by issuing and allotting to him
140,000,000 ordinary shares of HK$0.10 each at a
price of HK$0.50 per share.

(vi) the Company issued 21,602,422 ordinary shares
of HK$0.10 each at a total consideration of
HK$10,801,000 as part of the consideration for
acquisition of the subsidiaries.

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

Capital management policy

The Group manages its capital to ensure that entities
in the Group is able to continue as a going concern
while maximising the return to shareholders through the
optimisation of the debt and equity balance.

The directors of the Company review the capital structure
periodically. As part of the review, the directors consider the
cost of capital and the risk associates with each class of
capital.
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A -

(a)

(b)

EERCBITRA &

(i) NXRBIZREROSBE T Z
B RMEEREBERESE
200,000,000/% & X E{E0.10
BT iRk o

vy EEREEZEFRSB
T ZE®R - AR & RE
40,000,000/% FAXEI1E0.178
TL2 AR o

V) ANRAEEBIZEIR0.507% T
2 (B | PR SE AT R
2% 140,000,000 A% &F A% ™ (&
0108 T2 LR - KR
PREEEREBERREREH
70,000,000/ 7T E A1t °

(iv) A~ E A4 K E 10,801,000
7 T B 17 21,602,422 [i%
REE010E L 2 @K -
ERBKREHB AR ZHD R
{g °

FA - NARHEAEFNE R
BEREE  LEIBORALQRE
o] EHEESS ©

EXEEBR
AEERERAKEETERE
WEBSBEKEERRAEN I
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30. SHARE CAPITAL - continued

(b) Capital management policy — continued
The gearing ratios at 31 December 2007 and 2006 were as

30. BA-@
(b) EAEEHE-&
R-PEAER-FELFT=

follows:= A=+—BzAEAMBLEMD
T
2007 2006
e i e
HK$’000 HK$’000
TET THETT
Debt (comprises bank & (BIERITER
borrowings, AREERATHRRER)
interest-bearing
borrowings and
convertible note) 93,894 139,248
Cash and cash equivalents & &k ZERREGIEE (84,909) (1,075)
Net debt B 8,985 138,173
Equity/(deficiency) (B4 127,867 (35,017)
Gearing ratio BEAGBLE 0.07 (3.95)

The decrease in gearing ratio during 2007 resulted from
the reduction in net debt that occurred on the issue of new
shares.

“EELEFZEERABEERT
[ TR BITHRS BB FHE
TP

EFBEMRRERAT —TTHEER 89



NOTES TO THE FINANCIAL STATEMENTS
B AR B

FOR THE YEAR ENDED 31 DECEMBER 2007

B=E

31.

90

SBRLEFAST—LEE

RESERVES 31. f#fE
Employee
share-based Convertible
compensa- note
tion equity  Accumu-
Share Contributed Capital reserve reserve lated
premium surplus  reserve  EERH TRREE losses Total
RaE BABR EARE HERE EERE  ZHER @t
HK$'000 HK$000 HK$000 HK$000  HK$'000  HK$000  HK$'000
THR T#Ex THET THET TET THET THER
Company KA
At 1 January 2006 N-BEXNF-F—H 18197 243,302 — = - (387,934) (76,435)
Contributed by equity holders for the year ERERRFENTE - - 1,301 - = = 1,301
Net loss for the year FREETE = - - - - (11387)  (11,387)
At 31 December 2006 and 1 January 2007 RZEENF
+-A=1-H
RZETLF
—R—H 18,197 243,302 1,301 - - (349,321) (86,521)
Contributed by equity holders for the year ERERRFENTE - - 9 - - - 9
Premium on issug of shares BITRIGRE 160,642 - - - - - 160,642
Share issue expenses EIRMEX (3,590) - - - - - (3,590)
Equity component of Convertiole Note R EEERS D - - - - 4,576 - 4,576
Employee share-based [EERRIERT
compensation benefit - - - 1,815 - - 1,815
Loss for the year ENER - - - - - (46,184)  (46,184)
At 31 December 2007 RZZT+4F
+-A=1-H 175,249 243,302 1,310 1,815 4576 (395,505) 30,747
The following describes the nature and purpose of each reserve TSR EREBEATSHEEZEE
within owners’ equity MR®
Reserve Description and purpose
R BEat & FR
Share premium Amount subscribed for share capital in excess of nominal value.
I 5 8 RERASEBRLEESS

Contributed surplus

The difference between the aggregate net tangible assets of the subsidiaries

N acquired by the Company under the group reorganisation in 2002 and the
nominal amount of the Company’s share issued for the acquisition.

ARERE_ET _FEEEHEMPBERBARZ BV EEHERRE

AABIFWEERT R T EERZEE
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31.

RESERVES - continued
Reserve

4]

31. f#E-#

Description and purpose
Bt & %

Capital reserve

NG

Employee share-based
compensation reserve

& B In i EfE R

Convertible Note equity reserve

ARRREESHE

Foreign exchange reserve

SINE it

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

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

share premium accounts.

The Company had no distributable reserve at 31 December 2007 .

Amount contributed by the equity holders.
BEFANTERE -

Cumulative expenses recognised on the granting of share options to the
employees over the vesting period.
RTREBERHE . BBHNER R

Amount of proceeds on issue of Convertible Note relating to the equity
component (i.e. option to convert the debt into share capital).

EifE s 200 MR 2 AT AIAREIRFTSRUIE - AV ERER AR

ZKER| o

Gains/losses arising on retranslating the net assets of overseas operations into
presentation currency.

MEBIEFEEREREBMEE WS, B8 -

REARE-NN—FRFE(ER]
R) RRABZHABBKAEDIK - R
o iR TIER - RIRR B RS
RBABRE RJRMBE SEH DK -

ARBNN B BFRIRR EERSL
AREEAERDIHER - =X

ARBEE 2P EREEKEM
BREAE  SBTERARKRND
i (EARZ HBR

RZZETZ+F+_HA=+—H  KQF
I AT D IR o
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32.

92

SHARE-BASED PAYMENT

Pursuant to the share option scheme adopted by the Company on
13 June 2002, the Company may grant options to the directors,
employees, 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.

The Company operates an equity-settled share based remuneration
scheme for employees. Several Hong Kong employees are eligible
to participate in the scheme, the only vesting condition being that
the individual remains an employee of the Group over six months
from the date of grant.
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32. SHARE-BASED PAYMENT - continued 32. BpZH-@&
Movement of share options: BE AR E 2 EEp -
2007 2006
—EELF ZEER
Weighted Weighted
average average
exercise 2007 exercise 2006
price —EZtH price —ZTZT/NF
EFEH Number hnkEEY Number
TEE #H 1I6EE H
HK$ HK$
BT BT
Outstanding at FHHARITEE
beginning of the year - - = =
Granted during the year FRIFH 0.482 46,160,240 - -
Outstanding at the end of the year 4% & R1T{E 0.482 46,160,240 = =

The weighted average remaining contractual life of the options
outstanding at the end of the year was 2.5 years (2006: Nil).

The weighted average fair value of each option granted during the
year was HK$0.174 (2006: Nil).

The following information is relevant in the determination of the fair
value of options granted during the year under the share option
scheme operated by the Group.

W ARTT BN F R Z T AL
RIAFHRMEFL(CTTRF: E) o

FRABEEBHOBREZ NEFHAA
BEABOATLBTL(ZEENF: &) -

AT RN SR AR DA T AR I s AU =1 &)
R LBRIEAREBEZEFR -

2007 2006
i35 3 —ZTERX

Equity-settled RELE
Option pricing model used PR EREE B Binomial lattice N/A
“ERGECEES TEA
Share price at grant date AL BE 2 R E HK$0.483% 7 =
Exercise price 1T6eE HK$0.4823% 7T -
Contractual life AHEH 2.5 years2.54 -
Expected volatility CRYU 85.5% -
Expected dividend rate EREEES 0% -
Risk-free interest rate EERAE 2.55% =

The volatility assumption, measured at the standard deviation of
expected share price returns, is based on a statistical analysis of
daily share prices over the previous years.

The Group did not enter into any share-based payment transactions
with parties other than employees during the current or previous
year.

EMERERERAR

B RERFRREZFESH ZKIE
R HERBRONBEFEZ AHK
EBEIBEOITIEL -

RAFERBEFE - AEEHERRE
BN TETEMRN RS -
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33.

34.

94

OPERATING LEASE COMMITMENTS

The Group has entered into commercial lease on certain land and
buildings. These leases have an average life of one to twenty years
with renewal option included in the contracts. Future minimum
lease payments under non-cancellable operating leases as at 31

33. KEHEARE

AEEEHETF L RIEFIT I HE
Y - ERBEOZFHFEHANT—=
—+ETE AR TFEE - R+ 8
=+—H ' THHELEHREETARK

December are as follows: SEBREFNFET ¢
2007 2006
—BELF —EBERF
HK$’000 HK$’'000
FHET FA&T
Not later than one year BB —F 7,007 722
Within two to five years MEERF 26,951 1,419
Over five years HBiBRRE 17,801 5,217
51,759 7,358
CAPITAL COMMITMENTS 34. EBXREIE
2007 2006
—EELHF —ETRF
HK$’000 HK$’000
FET FAIT
Contracted but not provided for BRIAMEREE 2
the acquisition of property, Y% - RE KR
plant and equipment 5,407 -

The Company had no outstanding capital commitments as at 31
December 2007 (2006: committed capital contribution in PRC

subsidiaries of HK$6,525,000).
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35. INTERESTS IN SUBSIDIARIES

35. FriAMIE D EEmR

Company
KA FE]

2007 2006
—EELHF —EERF
HK$’000 HK$'000
FHET BT
Unlisted shares, at cost JE ETHIRD AR E 305,621 243,512
Less: impairment in value NERNERIE) (243,512) (243,512)
62,109 =
Amounts due from subsidiaries A NGIE ] 36,467 -

The amounts due from subsidiaries are unsecured, interest free and

repayable on demand.

The table lists below the subsidiaries of the Group which, in the
opinion of the Directors principally affected the results or assets of
the Group. To give details of other subsidiaries would in the opinion
of Directors, result in particulars of excessive length.

KB AR RASEERR RERE

TERAJNREER/UAKERERE
EETEFECLWBRR - EFERAART
HEMKBARFBERERREBD T

£ o

Percentage of
nominal value of

Place of Nominal value of issued/registered capital
incorporation/ issued and Ee T/
establishment/ fully paid/ AR AEERS L
Name of subsidiary operations Principal activities registered capital Directly Indirectly
- NGRS MR, B, FTEXB BETRARZRAE H# 4
R 2 /ERBRAEE
Alltrade Enterprises Limited British Virgin Islands/  Leasing of mechanical rides US$1 100% =
FELEERAR] Hong Kong THEKS L e
RBRIES /B
Infotower Limited British Virgin Islands/  Investment holding US$1 = 100%
Hong Kong REER E
RERIES /B
Metro Asia Limited British Virgin Islands/  Investment holding, US$1 100% =
EEARAT Hong Kong administrative and 1%L
EBRIHE /TS supporting services
REER - TR ERS
Regent King Holdings Limited ~ Hong Kong Administrative and HK$1 100% =
MEEEERAF & supporting services 18T
TTB R IR R
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35. INTERESTS IN SUBSIDIARIES - continued

35. FrLMIE RIS -&

Percentage of
nominal value of

Place of Nominal value of issued/registered capital
incorporation/ issued and 1EE&81T/
establishment/ fully paid/ HMBRAEER D
Name of subsidiary operations Principal activities registered capital Directly Indirectly
i NI MR B, TEER ERTRARREK HiE i
R 2 /ERBRAEE
EEETREER AR Mainland China Operation of carnivals US$1,750,000 = 98.29%
R At genTEe 1,750,000% 7T
Guangzhou Funmania Carnival ~ Mainland China Operation of amusement park RMB3,000,000 - 100%
Company Limited R At g s AR™3,000,0007T
BINER i EBR AT
Guangzhou Funmania Mainland China Operation of nature HK$5,000,000 - 80%
Nature Park Limited FE A amusement park in 5,000,000/87C
BMERRFEREEERAR Panyu, Mainland China
FAFR B )1t 25 FR A A R
HELE
Kanysia Investments Limited Mainland China Investment holding US$20,000 100% -
Rt REZK 20,000%7T
Success Cuisine Macau Operation of a Japanese MOP30,000 = 75%
Company Limited ! restaurant 30,0002 97T
LEHRBERAR e ZE
Successful Food Company Macau Operation of a Chinese MOP30,000 - 80%
Limited RP restaurant 30,0002t
RERMBRAA mahEE
Restaurante Chun leng Macau Operation of a Japanese MOP25,000 - 100%
Limitada (“Chun leng”) ! restaurant and a 25,0002 97T
HRERBRAA Portuguese restaurant
(TE&2&]) RERAREAEE
FB Group Enterprises Macau Administrative and supporting MOP25,000 - 100%
Management Company ! services 25,0002 7T
Limited T R X AR TS
ERRECEERERAT
Golden Reality Limited Hong Kong Property investment HK$1 - 100%
SHBERRAT B MERE 18T
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35.

36.

INTERESTS IN SUBSIDIARIES - continued 35. FLMiE R RREzR -
Percentage of
nominal value of
Place of Nominal value of issued/registered capital
incorporation/ issued and BT/
establishment/ fully paid/ FMRAEEES L
Name of subsidiary operations Principal activities registered capital Directly Indirectly
i) PN ML KL TEEK ERTRARKRAR HiE i
e i 2 /ERBRAEE
Era Catering Management Macau Operation of a Chinese MOP25,000 = 50.8%
Company Limited JEFT restaurant 25,0002 7T
BREREEBRAR RERAERE
“ This is a sino-foreign joint venture enterprise under PRC law. Subject to the B THARIR R BUEGIRK S 2 FINE B EE o 5
payment of an annual payment of RMB50,000 to the joint venture party, the m& & T RFE X ARS0,0007TiE @ A&
Group is entitled to all profits and bears all of the losses of this subsidiary. SEANGEZH LB A R Z A i R
BHEFEES -
None of the subsidiaries had issued any debt securities at the end REL - BIEIB AR ZEITEMAESE
of the year. 7 °
ACQUISITIONS OF SUBSIDIARIES 36. WEEKHIE A E]

On 25 June 2007, as a part of implementation of the Company’s
resumption proposal, the Group acquired 100% of the issued
share capital of the Kanysia Group for the consideration of
HK$62,109,000, of which HK$10,801,000 was settled by issue of
21,602,422 new shares of the Company at a price of HK$0.5 per
share and the balance of HK$51,308,000 was settled by issue of a
Convertible Note referred to in Note 28.

At the date of acquisition, the trading of the Company’s shares was
remained suspended and no published price was available. The
Directors estimated the fair value of shares issued for the acquisition
was HK$0.50, by reference to the issue price for new shares under
the placing arrangement as part of the Company’s resumption
proposal. Details of analysis of the fairness of the issue price per
share can be found in the Company’s circular dated 31 May 2007.

R—ZBZELERNA-+THAH  EAE
OARRREERZ X9 AKHE
W EEKanysialE B 23 B TR A - 1F
f& 62,109,000 & 7t * H 7 10,801,000
BITAIEFROSB T2 BRETR
A A 21,602,422 f% IR 2 A - T E &
51,308,000 7T All LA 2% 47 [ 7% 28 Py 21t 7]
B EIE S A o

REEBRE  XRAGRRMDIDAELEER
F - AUWEARAEBR EZ2EERAE
AEEBERER RIBEELZHET
AR 2 BATE - At BT ETAR
M2 RAREBEAROLOETT - BB
TERARAFEZHMFR  #2HAR
AEHA-_TE+FRA=+T—HZE
B o
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36.

98

ACQUISITIONS OF SUBSIDIARIES - continued

On 16 August 2007, the Group acquired 100% of the issued share
capital of Chun leng and the sale loan of MOP6,881,000 for the
consideration of HK$6,836,000 which was settled by cash.

On 30 November 2007, the Group acquired 50.8% of the issued
share capital of Era Catering as to 40.8% equity from Mr. Chan
and 10% equity from Ms. Leong In lan, both being directors of the
Company, for the total consideration of HK$13,000 in proportion to
their sale shares which was settled by cash.

Details of the fair value, which was equivalent to the carrying amount
of identifiable assets and liabilities acquired, purchase consideration
and goodwill are as follows:

36.

W BB R B D B —
REZZFEZLFNATH @ REEUR
& {86,836,000/8 TN EFE R 220 E 5
1TIEAN 526,881,000 97T 2 SHEE K ©

R_ZE+EF+—HF=+H  A&H
WEER BB RE ZEITIRAS0.8% + B
40.8% A% HE B PR 5 A UEE + T 10%A%4E R
BZTRE R LTWE  MAYAEARRAE
%= - {E{E13,000/8 7T © HREFEEH
ERM Z EEHILABR & AT »

TR BRI EER BB AR BEGE
ERGRHE)  BERKERFEZFEN
T

Era Catering

Kanysia Group and Chun leng Total
EBRER
Kanysiafk & REER st
HK$’000 HK$’000 HK$’000
FHET THET FET
Fair value of assets and FIBEEER
liabilities acquired BEZAREE
Property, plant and equipment ME - BB KRG 439 - 439
Trade and other receivables B 5 REMEWIE 3,995 11,257 15,252
Cash and cash equivalents HeRFERKFLIAR 21,328 958 22,286
Trade and other payables B 5 REAMERNIE (7,633) (5,500) (13,133)
Amount due to a director ER—RESEHIE 277) = @277)
Amount due to a shareholder FER—ZRRER RIE - (6,680) (6,680)
Taxation Fi18 (17,448) - (17,448)
Net assets acquired BEAFEE 404 35 439
Minority interests DER R (70) ®) (76)
334 29 363
Consideration paid ERE
Allotment and issue of ordinary shares g 2% N B 1T EEAR 10,801 = 10,801
Issue of Convertible Note (Note 28) TR HARR E S (Mf:E28) 51,308 - 51,308
Cash He - 85 35
62,109 €6 62,144
Goodwill (Note 19) 2 (FsE19) 61,775 6 61,781
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36.

37.

38.

—ETLETAS TR

ACQUISITIONS OF SUBSIDIARIES - continued
Goodwill is attributable to the expected revenue growth and future
market development of the Kanysia Group, Era Catering and Chun
leng and the opportunity to improve the Group’s earning base.

Since the acquisition date, Kanysia Group, Era Catering and
Chun leng have contributed HK$25,153,000 and (HK$613,000)
respectively to Group’s profit and (loss). If the acquisition had
occurred on 1 January 2007, the Group’s turnover would have an
increase of HK$39,413,000 to HK$134,699,000 and the Group’s
loss attributable to equity holders for the year would have a decrease
of HK$18,341,000 to HK$23,175,000. The proforma information is
for illustrative purpose only and is not necessary and indication of
revenue and results of operations of the Group that actually would
have been achieved had the acquisition been completed on 1
January 2007, nor is it intended to be a projection of future results.

CONTINGENT LIABILITIES
At 31 December 2007, the Group and the Company did not have
any contingent liabilities (2006: Nil).

RELATED PARTY TRANSACTIONS

(@) During the year, the Group entered into the following
transactions with related parties:

The Group incurred interest expenses of HK$9,000 (2006:
HK$374,000) and HK$1,217,000 (2006: HK$2,132,000)
payable to its shareholder and director respectively. The
amounts payable have been subsequently waived by the
shareholder and director by the balance sheet date.

The Group paid laundry expenses of HK$453,000 (2006:
Nil) to Future Bright Laundry Company Limited which is
controlled by a director of the company.

The Group sold goods of HK$614,000 (2006: Nil) to
Prosperity Catering Management Limited, which is controlled
by a director of the company. At the balance sheet date, the
amount outstanding, included in trade and other receivables,
was HK$356,000 (2006: Nil).

36.
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38. RELATED PARTY TRANSACTIONS - continued

39.

100

(b)

As a part of the implementation of the Company’s
resumption proposal, Mr. Chan has subscribed 40,000,000
shares and a further 140,000,000 shares to capitalise an
aggregate of HK$70 million outstanding loan due to him
at HK$0.5 per share. Mr. Chan and his wholly owned
company, being the vendors of the Kanysia Group, also
disposed the entire issued share capital of Kanysia Group
at the consideration of HK$62.1 million to the Company,
of which 21,602,422 shares were allotted to him as part of
the consideration and a convertible note was issued to Mr.
Chan. For details, please refer to note 28.

On 16 August 2007, the Group acquired from a director, Mr.
Chan, 100% of the issued share capital and the sale loan
of Chun leng, a Macau company, for the consideration of
HK$6,836,000. On 30 November 2007, the Group acquired
40.8% and 10% of the issued share capital of Era Catering
from Mr. Chan and Ms. Leong In lan, both being directors
of the Company respectively for the total consideration of
HK$13,000 in proportion to their sale shares. Details of these
two transactions are set out in Note 36.

The remuneration of directors and other members of key
management during the year are disclosed in Notes 10 and
11.

POST BALANCE SHEET EVENT

On 17 March 2008, the Company obtained an unsecured loan
facility of HK$75 million from a bank in Macau with the condition
that Mr. Chan has to maintain a direct shareholding of at least 30%
issued share capital of the Company.

On 26 March 2008, the Company partially redeemed the Convertible
Note of HK$26,308,408 with accrued interest.
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40.

41.

NOTES SUPPORTING CASH FLOW STATEMENT 40. BEEREBImKRMHT
Significant non-cash transactions are as follows: BAFRERHWT :
2007 2006
—EELF —ETRF
HK$’000 HK$’'000
FET FAT
Investment activities BREE
Equity consideration for WM B AR 2 BRARE
acquisition of subsidiaries 10,801 -
Convertible Note consideration for — UgEEFff B A &) 2 RI#af%
acquisition of subsidiaries ZERE 51,308 =
Financing activities Rl EE
Shareholder’s loan capitalised BEETERAZBRER 70,000 -
KEY SOURCES OF ESTIMATION UNCERTAINTY 41. HFFFABEZRZEERR
The key assumptions concerning the future and other key sources WRARZ EEREZRREE BEET

of estimation uncertainty at the balance sheet date, that have a
significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within next financial year are
described below.

(a)

Estimated impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash-generating units
to which goodwill has been allocated. The value in use
calculation requires the Group to estimate the future cash
flows expected to arise from the cash-generating unit and a
suitable discount rate in order to calculate the present value.
Where the actual future cash flows are less than expected,
a material impairment loss may arise. As at 31 December
2007, the carrying amount of goodwill is HK$61,781,000.
Details of the recoverable amount calculation are disclosed
in Note 19.
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41.

KEY SOURCES OF ESTIMATION UNCERTAINTY -

continued

(b)

(c)

Impairment of assets

The Group 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.

Useful lives of property, plant and equipment

The Group 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 Group’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.

42. APPROVAL OF FINANCIAL STATEMENTS
The financial statements were approved and authorised for issue by
the Board of Directors on 18 April 2008.
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FIVE YEARS SUMMARY
EFERE
Year ended 31 December
R+=A=+—H
2003 2004 2005 2006 2007
—ET=F ZTTWF ZTTRFE TTRF ZBELHE
HK$’000 HK$’000 HK$'000 HK$’000 HK$’000
FHET T TR T FRxT
RESULTS &
Turnover e 12,986 4,239 18,561 15,989 95,286
Loss before taxation FRAAIEE (198,033) (47,399) (18,229) (6,278) (36,992)
Tax credit F B B[] - - 1,500 - 765
Net loss for the year FEBETFE (198,033) (47,399) (16,729) (6,278) (36,227)
(Loss)/Profit attributable to THIAL RS
(E518), &7
— Equity holders of —ARARHER
the Company HEA (198,033) (47,167) (16,729) (6,210) (41,516)
— Minority interests — DB R RS - (232) - (68) 5,289
Net loss for the year FEBEFE (198,033) (47,399) (16,729) (6,278) (36,227)
As at 31 December
R+=A=+—H
2003 2004 2005 2006 2007
—ET=F ZITTWF ZTTRFE TTRF ZBELHE
HK$’000 HK$’000 HK$'000 HK$’000 HK$’000
FHET T TR T FRxT
ASSETS AND LIABILITIES BEHAE
Total assets BEE 70,302 106,332 103,651 104,231 221,761
Total liabilities BEE (38,770) (121,967) (133,795) (139,248) (93,894)
Total net assets / (liabilities) FEE/ (AR 31,532 (15,635) (30,144) (35,017) 127,867
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GROUP PROPERTY

REEY =

As at 31 December 2007
RZBT+F+=-A=1T—8H

PROPERTY HELD FOR INVESTMENT

FEREWR

Gross floor Lease expiry

Location area year Existing use
NE EFEEE HOZHEH B Al %
(sq-m.)

(FF3K)
Unit F on 2nd Floor of ! 389.16 2013 Godown
Industrial Fu Tai B+ KEK2515% —T—=F e
No. 251 Avenida De Venceslau BAIEKNE
De Morais 2IEFE
Macau

104 Innovo Leisure Recreation Holdings Limited Annual Report 2007






	COVER
	CONTENTS
	CORPORATE INFORMATION
	CHAIRMAN’S STATEMENT
	CORPORATE GOVERNANCE REPORT
	MANAGEMENT DISCUSSION AND ANALYSIS
	PROFILE OF DIRECTORS AND SENIOR MANAGEMENT
	DIRECTORS’ REPORT
	INDEPENDENT AUDITOR'S REPORT
	CONSOLIDATED INCOME STATEMENT
	CONSOLIDATED BALANCE SHEET
	BALANCE SHEET
	CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
	CONSOLIDATED CASH FLOW STATEMENT
	NOTES TO THE FINANCIAL STATEMENTS
	FIVE YEARS SUMMARY
	GROUP PROPERTY
	BACK COVER

