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Gamestec Leisure Limited

Directors' report for the 53 weeks ended 1 October 2005

The directors present their report and the audited financial statements of the company for the 53 weeks ended 1
October 2005.

Principal activities
The principal activity of the company remained the operation of leisure machines.

Group financial highlights

Before exceptional items and goodwill, operating profits reduced by 45% to £3.8m on turnover up by 1% to
£83m. The reduction in operating profits reflects the difficult market conditions within the industry, explained
below.

Exceptional items

Following the acquisition of RLMS/RSAL in February 2004, a substantial programme was commenced to
merge the RLMS amusement machine operating business with Gamestec Leisure’s business. This programme
continued during the period and was facilitated by the involvement of a firm of external consultants. The
reorganisation costs, including the costs associated with the programme, were £5.5 million in the period.

The cessation of production by a manufacturer of amusement machines meant that the market for disposing of
its used machines from the Gamestec operation has dramatically reduced and a provision of £1.7 million has
been made for losses on ultimate disposal.

The carrying value of the goodwill has been reviewed by the directors and based on the company’s anticipated
future cash flows from trading operations in the foreseeable future, the Board has decided that it would be
appropriate to recognise an impairment charge of £8,215,000, reducing the carrying value of goodwill at the
balance sheet date to £nil,

Amusement machines

Throughout 2005, market conditions remained difficult in the amusement machine operating market with
significant price competition and a delay by government in the normal triennial cycle of granting a change to
stakes and prizes on gaming machines. However, the extra savings generated by the efficiency programme
have helpad the business stay at the forefront of the industry.

There continue to be significant future opportunities in the market place. The continued rollout and market
penetration of the Group’s suite of “soft” networked terminals, will further strengthen its market position with
its GamesNet 5 “Skill with Prizes”, Music 5 and 3G Gaming terminals and its MIDAS communication system.

The new Gambling Act gained Royal Assent on 8 April 2005 and is expected to be fully implemented by
September 2007.

Results and dividends
The company’s loss for the financial period was £15,003,000 {2004: £1,779,000). The directors do not
recommend the payment of a dividend (2004: £5,000,000) for the 53 weeks ended 1 October 2005.

Going Concern

The directors consider that whilst there can be no certainty in relation to the matters referred to and disclosed
more fully in Note 1, as at the date of approval of these financial statements, it is appropriate to prepare the
accounts on a going concern basis.




Gamestec Leisure Limited

Directors’ report for the 53 weeks ended 1 October 2005 (continued)

Directors and their interests
The directors of the company were:

C Daniels (Chairman)

J G Jones

G Mellor

A Johnson

R Nielsen

P D Walters

A Coppin (Resigned 31 July 2006)

According to the register required to be kept under Section 325 of the Companies Act 1985, no director had any
interest in the share capital of the company.

The directors interests at 1 October 2003 in the shares of group undertakings were as follows:

Directors Danoptra Holdings Limited
*A’ Ordinary lp ‘D’ Ordinary lp
shares shares
G Mellor 163 40,572
A Johnson - 12,285
R Nielsen 540 9,143

C. Daniels, J. G. Jones, P. D. Walters and A. Coppin are also directors of Danoptra Holdings Limited, the
ultimate parent company.

As permitted by statutory instrument, the register does not include shareholdings of directors who are also
directors of Danoptra Holdings Limited and whose interests are shown in the directors' report of that company.

Disabled persons
During the period the company has given as much consideration as possible to applications for employment

submitted by disabled persons, having regard to their particular aptitudes and abilities and, wherever possible, has
continued the employment of any person who has become disabled during employment.

Employee involvement
During the period the company's well established system of briefing has continued in order to provide employees

with information on matters of concern to them and regarding the company's activities and progress generally.




Gamestec Leisure Limited

Directors' report for the 33 weeks ended 1 October 2005 (continued)

Policy and practice on payment of creditors

It is the company's policy to agree its usual terms of payment with its suppliers when agreeing the terms of a
business transaction or transactions. All suppliers are aware of this procedure and the company seeks to abide by
the agreed payment terms subject to the terms and conditions being met by the supplier. The average payment
term applied by the company is 70 days (2004 : 80 days). Between 60 and 90 days credit is believed to be the
average in the leisure machine industry worldwide.

Auditors
A resolution to re-appoint Deloitte & Touche LLP as the Company’'s auditor will be proposed at the
forthcoming Annual General Meeting.

B: order ofﬁBzard

J G Jones
Director

{ J,W”‘?- 2007




~ Gamestec Leisure Limited

Statement of directors’ responsibilities

United Kingdom company law requires the directors to prepare financial statements for each financial year
which give a true and fair view of the state of affairs of the company as at the end of the financial year and of
the profit or loss of the company for that period. In preparing those financial statements, the directors are
required to:

+ select suitable accounting policies and then apply them consistently;
o make judgements and estimates that are reasonable and prudent;
e state whether applicable accounting standards have been followed;

« prepare the financial statemenis on the going concern basis uniess it is inappropriate to presume that the
company will continue in business.

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at
any time the financial position of the company and to enable them to ensure that the financial statements
comply with the Companies Act. They are also responsible for the system of internal control, safeguarding the
assets of the company and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities.




Gamestec Leisure Limited

Independent auditors' report to the members of Gamestec Leisure
Limited

We have audited the financial statements of Gamestec Leisure Limited for the 53 wecks ended 1 October 2005
which comprise the profit and loss account, the statement of total recognised gains and losses, the balance
sheet, the statement of accounting policies and the related notes | to 32. These financial staternents have been
prepared under the accounting policies set out therein.

This teport is made solely to the company’s members, as a body, in accordance with section 235 of the
Companies Act 1985, Our audit work has been undertaken so that we might state to the company’s members
those matters we are required to state to them in an auditors’ report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company’s members as a body, for our audit work, for this report, or for the opinions we have formed,

Respective responsibilities of directors and auditors

As described in the statement of directors’ responsibilities, the company’s directors are responsible for the
preparation of the financial statements in accordance with applicable United Kingdom law and accounting
standards. Our responsibility is to audit the financial statements in accordance with relevant United Kingdom
legal and regulatory requirements and auditing standards.

We report to you our opinion as to whether the financial statements give a true and fair view and are propetly
prepared in accordance with the Companies Act 1985. We also report if, in our opinion, the directors’ report is
not consistent with the financial statements, if the company has not kept proper accounting records, if we have
not received all the information and explanations we require for our audit, or if information specified by law
regarding directors’ remuneration and transactions with the company is not disclosed.

We read the directors’ report for the above period and consider the implications for our report if we become
aware of any apparent misstatements.

Basis of audit opinion

We conducted our audit in accordance with United Kingdom auditing standards issued by the Auditing
Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the financial statements. It also includes an assessment of the significant estimates and
judgements made by the directors in the preparation of the financial statements and of whether the accounting
policies are appropriate to the company’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial
statements are free from material misstatement, whether caused by fraud or other irregularity or error. In
forming our opinion, we also evaluated the overall adequacy of the presentation of information in the financial
statements.

Going Concern

In forming our opinion, we have considered the adequacy of the disclosures made in Note 1 to the Financial
Statements on the fundamental uncertainty concerning the use of the going concern basis. The appropriateness
of this basis assumes various matters including the successful re-negotiation of the Group's funding
arrangements to achieve a solvent recapitalisation of the Group and a significant restructuring of the business
as referred fo in Note 1. In view of the significance of this fundamental uncertainty we consider that it should
be drawn o your attention, but our opinion is not qualified in this respect.

Opinion

In our opinion the Financial Statements give a true and fair view of the state of affairs of the Company as at 1
October 2005 and of the loss of the Company for the period then ended and have been properly prepared in
accordance with the Companies Act 1985.

VdodeTamde LD

Deloitte & Touche LLP
Chartered Accountants and Registered Auditors
Leeds

LY M 2007




Gamestec Leisure Limited

Profit and loss account for the 53 weeks ended 1 October 2005

Pre-goodwill Goodwill 53 weeks Pre-goodwill Goodwill 52 weeks
amortisation  amortisation ended amortisation amortisation ended
and and 1 October and and 25 September
exceptional exceptional 2008 exceptional exceptional 2004
items items Total items items Total
Notes £'000 £'000 £000 £000 £000 £000
Turnover 3 83,499 - 83,499 82,556 - 82,556
Cost of sales {35,878) - (35,878) (35,593) - (35,593)
Gross profit 47,621 - 47,621 46,963 - 46,963
Administrative expenses
- excluding goodwill
amortisation 6 (43,815) (15,365) (59,180} (40.096) (8,034) (48,130)
- goodwill amortisation 12 - (445) (445) - (299) (299)
Total administrative
expenses (43,815) (15,810) (59,625) (40,096) (8,333) (48.429)
Operating profit/(loss) 3,806 (15,810) (12,004) 6,867 (8,333) {1,466)
Loss on disposal of fixed |
assets - - - - (1,856) (1,856) ‘
Profit/(loss) before
interest and taxation 3,800 (15,810) (12,004) 6,867 (10,189) (3,322)
Interest payable 7 (5,700) - (5,700) (5,096) - (5,096)
Income from shares in
group undertakings 4,000 - 4,000 4,500 - 4,500
Other finance income 8 228 - 228 (19) - (19)
Profit/(Joss) on ordinary
activities before
taxation 9 2,334 (15,810} (13,476) 6,252 (10,189) (3,937)
Tax on profit/(loss) on
ordinary activities 10 (3,672) 2,145 {1,527) 2,158 - 2,158
Profit/(loss) on ordinary
activities after taxation {1,338) (13,66%) (15,003) 8,410 (10,189) (1,779
Dividends paid and
] proposed il - - - (5,000) - (5,000)
Retained profit/(loss) for
the period 26/27 (1,338) (13,665) (15,003) 3.410 (10,189) 6,779

All amounts above relate to continuing operations of the company.

The notes to these financial statements are an integral part of the profit and loss account.




Gamestec Leisure Limited

Statement of total recognised gains and losses for the S3 weeks ended

1 October 2005

Notes 2005 2004

£000 £000

Loss for the financial period (15,003) (1,779)
Actuarial gain recognised in pension scheme 24 10 153
Deferred tax relating to pension liability ) (46)
Total recognised gains and losses for the period (14,996) (1,672)

The notes to these financial statements are an integral part of the statement of total recognised gains and losses.

Note of historical cost profits and losses

There is no difference between the loss on ordinary activities before taxation and the retained loss for the

periods stated above, and their historical cost equivalents.




Gamestec Leisure Limited

Balance sheet as at 1 October 2005

Fixed assets

Intangible assets 12 - 8,248
Tangible assets 13 49,688 53,626
Investments in subsidiary undertakings 14 48,369 48,369
Investment in joint venture undertaking 15 49 759
Other investments 16 19 19
98,125 111,021
Current assets
Stocks 17 2,262 1,261
Debtors: amounts falling due within one year 18 62,124 38,233
Debtors: amounts falling due after one year 18 159 369
62,283 38,602
Cash at bank and in hand 20 1,382 14,332
65,927 54,195
Creditors: amounts falling due within one year 21 {52,070) (102,669)
Net current assets/(liabilities) 13,857 (48,474)
Total assets less current liabilities 111,982 62,547
Creditors: amounts falling due after more than one year 22 {106,828) (41,639
Provisions for liabilities and charges:
Vacant property provision 23 (2,241) (2,736)
Insurance provision 23 (407) (638)
Net assets excluding pension liability 2,506 17,534
Pension liability (net of deferred tax) 24 (261) (293)
Net assets including pension liability 2,245 17,241
Capital and reserves
Called up share capital 25 90,497 90,497
Share premium account 26 120 120
Profit and loss account 26 (88,372) (73.376)
[Equity shareholders’ funds 1,571 16,567
INon equity shareholders' funds 674 674
: Total shareholders’ funds 27 2,245 17,241

The notes to these financial statements are an integral part of the balance sheet.

The financial statements on pages 7 to 33 were approved by the board of directors on [ Tt Toutaan dagy 2007
and were signed on its behalf by: M’U

A Johnson
Director




Gamestec Leisure Limited

Notes to the financial statements
for the 33 weeks ended 1 October 2005

The Company is part of the group headed by Danoptra Holdings Limited (the “Group™).

1 Going Concern

The financial statements are prepared on a going concern basis, which the Directors believe to be
appropriate following discussions with the Board of Directors of Dancptra Holdings Limited
(*Danoptra”). Those directors have prepared a budget for the Group for the period ending 30
September 2007, including detailed cash flow information, and projections for the years to 30
September 2008 and 2009. These budgets and projections assume significant restructuring of the
Group’s businesses to generate cost savings and initiatives to improve revenue performance. It is also
assumed that asset and business disposals will be made to accelerate the repayment of bank loans.
Based upon these budgets and projections, the directors believe that it is appropriate that the
Company’s and Group’s financial statements are prepared on a going concern basis.

The directors of Danoptra are engaged in discussions with the Senior and Mezzanine lenders (“the
Group’s bankers’) as well as the holders of the 2012 and 2013 Deep Discounted Bonds, who are
principal shareholders of Danoptra, referred to below. The directors of Danoptra have summarised the
situation as follows:

“During the year ended 30 September 2006, the Group breached a number of financial
covenants under its Senior and Mezzanine Debt borrowing facilities, under which a total of
approximately £93m was drawn at 15 January 2007. The Group remains in breach of financial
covenants and did not make an amortisation payment of £5m under the Senior Debt facilities
which was due on 30 September 2006.

The principal borrower under the Senior and Mezzanine Debt is Danoptra Limited but the
Company has granted cross-guarantees and security in support of the borrowing by Danopira
Limited.

Notwithstanding the various events of default, since 30 September 2006, the various lenders,
whilst reserving their rights under the various loan documents, have not declared the loans due
and payable and have permitted normal operations to continue within reduced overall limits.
The Directors of Danoptra are in discussions with the Senior and Mezzanine Debt lenders as
well as the lenders of the 2012 and 2013 Deep Discounted Bonds about a number of matters
which we believe are likely to lead to a solvent recapitalisation or reorganisation of the Group
as a whole.

The solvent recapitalisation or reorganisation is expected to involve additional funding for the
Group together with the rescheduling of existing debt to enable the Group to operate in line
with the revised budget for the year ending 30 September 2007 and projections for the years
ending 30 September 2008 and 2009. The Directors of Danoptra expect an agreement to be
reached in the first quarter of 2007.

In addition, the directors of Danoptra are negotiating with the trustees of the Group’s pension
schemes on arrangements to meet current funding deficits and expect these will be concluded
at the same time as the recapitalisation of the Group.”

The Directors, having considered all the circumstances and having made due enquiry, including taking
professional advice, believe it is appropriate that the Company’s financial statements are prepared on a
going concern basis. The use of the going concern basis assumes that there will be a solvent
recapitalisation or reorganisation of the Group which will place the Company on a viable footing for
the future.

The Directors acknowledge that the prospects of a solvent recapitalisation or reorganisation of the
Group, although good, remain uncertain. In the event that it was not achieved, and consequently the
going concern basis was no longer appropriate, adjustments would be required to the financial
statements to reflect these different circumstances, including those to write down assets 1o their
recoverable value, to reclassify fixed assets as current assets and to provide for any further liabilities
that may arise. It is not practicable to quantify such adjustments.




Gamestec Leisure Limited

Notes to the financial statements
for the 53 weeks ended 1 October 2005 (continued)

2 Accounting policies

The financial statements have been prepared under the historical cost convention as modified by the
revaluation of investments in certain subsidiaries and in accordance with Accounting Standards applicable
in the United Kingdom. Accounts are drawn up to the close of business on the Saturday that is nearest to
30 September.

The company is exempt from preparing group accounts in accordance with section 228 of Companies
Act 1985 as the results are included in the consolidated accounts of Danoptra Holdings Limited.

A summary of the more important accounting policies, which have been consistently applied throughout
the period and the preceding period, is set out below.

Turnover

Turnover represents the total amount, exclusive of value added tax, receivable by the company for goods
and services sold to third parties. Advance payments of turnover discounts made in return for long-term
contracts are deferred and included in prepayments and written off over the life of the contract.

Where the takings from leisure machines are shared with third parties, only the company's share of the
takings is regarded as revenue and included in turnover. Revenue is generally determined from recorded
collections or invoices to third parties, but at the end of each accounting period an adjustment is made to
account for it on an accruals basis by estimating the company's share of uncollected takings.

Leisure machines

Leisure machines are stated at purchase price together with any incidental costs of acquisition, net of
depreciation and any provision for impairment. The basis of depreciation of leisure machines is that they
are written off over their useful economic lives of between one and eight years at rates which diminish to
reflect the revenue earning capacity of the machines. A fair proportion of the cost of the machines is
thereby allocated to each accounting period expected to benefit from their use.

Fixed assets other than leisure machines

Tangible fixed assets other than leisure machines are stated at purchase price together with any
incidental costs of acquisition, net of depreciation and any provision for impairment. Depreciation of
other tangible fixed assets has been calculated on a straight-line basis by reference to the expected useful
lives of the assets. The principal annual rates used for depreciation are:

Improvements to operating properties Period of lease
Fixtures, plant and vehicles 5% to 25%

Leased assets

(i) Finance leases
Where fixed assets are financed by a leasing agreement which gives rights approximating
to ownership, the cost of the assets is capitalised as if purchased outright and the
corresponding leasing commitment is shown as an obligation to the lessor. The leasing
payments are treated as consisting of capital and interest elements; the capital element is
written off as if the assets were owned and the interest is charged to the profit and loss
account in proportion to the reducing balance outstanding.

(ii)  Operating leases
Costs in respect of operating leases are charged in arriving at the operating profit in the
periods to which they relate.




Gamestec Leisure Limited

Notes to the financial statements
for the 53 weeks ended 1 October 2005 (continued)

2 Accounting policies (continued)

Goodwill

In accordance with Financial Reporting Standard No 10, goodwill arising on the acquisition of a business
afier 1 October 1998 is capitalised as an asset and is amortised over its useful economic life which, in the
opinion of the directors, is 20 years. Provision has been made for any impairment. Goodwill on
acquisitions made prior to 1 October 1998 was as a matter of accounting policy written off directly to
reserves. Following the adoption of FRS10 this goodwill has not been re-instated onto the balance sheet.

Stocks

Stocks are stated at the lower of cost and net realisable value. Unless specific to individual items, cost is
determined on a first in, first out basis and includes transport and handling costs and duty, where
applicable. Provision is made for obsolete, slow moving or defective items where appropriate.

Taxation
Current tax, including UK corporation tax and foreign tax, is provided at amounts expected to be paid (or
recovered) using the tax rates and laws that have been enacted or substantively enacted by the balance
sheet date.

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the
halance sheet date where transactions or events that result in an obligation to pay more tax in the future or
a right to pay less tax in the future have occurred at the balance sheet date. Timing differences are
differences between the group’s taxable profits and its resulis as stated in the financial statements that
arise from the inclusion of gains and losses in tax assessments in periods different from those in which
they are recognised in the financial statements.

A net deferred tax asset is regarded as recoverable and therefore recognised onty when, on the basis of all
available evidence, it can be regarded as more likely than not that there will be suitable taxable profits
from which the future reversal of the underlying timing differences can be deducted.

Deferred tax is measured at the average tax rates that are expected to apply in the periods in which the
timing differences are expected to reverse, based on the tax rates and laws that have been enacted or
substantively enacted by the balance sheet date. Deferred tax is measured on the non-discounted basis.

Defined benefit pension schemes

The company operates contributory pension schemes, of the defined benefit type, for employees. The
schemes are administered by trustees and are independent of the company finances. Contributions are
agreed with the Trustees taking into account the recommendations of independent actuaries to enable
the trustees to meet from the schemes the benefits aceruing in respect of current and future service.

Bell Amusements Limited Pension and Assurance Scheme

Pension scheme assets are measured using market value. Pension scheme liabilities are measured using
a projected unit method and discounted at the current rate of return on a high quality corporate bond of
equivalent term and currency to the liability. The increase in the present value of the liabilities of the
pension scheme expected to arise from employee service in the period is charged to operating profit,
The expected return on the scheme’s assets and the increase during the period in the present value of
the scheme’s liabilities arising from the passage of time are included in other finance income. Actuarial
gains and losses are recognised in the statement of total recognised gains and losses.

The pension scheme’s surpluses, to the extent that they are considered recoverable, or deficiis are
recognised in full and presented on the face of the balance sheet net of the related deferred tax.




Gamestec Leisure Limited

Notes to the financial statements
for the 53 weeks ended 1 October 2005 (continued)

2 Accounting policies (continued)

Other defined benefit schemes
Where the company is unable to identify its share of the assets and liabilities in a scheme, the company
has accounted for the schemes as if they were defined contribution schemes.

Defined contribution pension schemes

The company participates in defined contribution pension schemes. The amount charged to the profit
and loss account in respect of pension costs and other post-retirement benefits is the contribution
payable in the year. Differences between contributions payable in the period and contributions actually
paid are shown as cither accruals or prepayments in the balance sheet.

Surplus properties

Provision has been established on a property by property basis to meet the estimated liabilities of all
properties surplus to the requirements of the business. All ongoing costs net of rental income are
charged to the provision.

Investments
Investments are shown at cost less provision for impairment.

Investments in subsidiary undertakings
Consolidated financial statements have not been prepared as permitted by Section 228 of the Companies
Act 1985. Details of subsidiary undertakings will be filed with the Registrar of Companies.

Insurance provision
Provision has been established to meet the estimated liability of the excess payable by the company on
all known insurance claims.

Cash flow statement

The company is a wholly owned subsidiary of Danoptra Holdings Limited and the cash flows of the
company are included in the consolidated group cash flow statement of Danoptra Holdings Limited.
Consequently, the company is exempt under the terms of Financial Reporting Standard No 1 (Revised)
from publishing a cash flow statement,




Gamestec Leisure Limited

Notes to the financial statements
for the 53 weeks ended 1 October 2005 (continued)

3 Turnover
2005 2004
£'000 £'000

Geographical segment:
United Kingdom 82,349 81,517
(Qverseas 1,150 1,039
83,499 82,556

The company has only one principal class of business that is the operation of amusement machines.

4 Directors' emoluments
2005 2004
£'000 £'000
Aggregate emoluments (including benefits) 319 412

The highest paid director’s emoluments, including benefits, were £182,000 (2004: £223,000). The
company's pension contributions in respect of the highest paid director were £22,000 (2004: £24,000).

5 Employee information

The average monthly number of persons (including executive directors) employed during the period was:

2005 2004

Number Number

By activity:

Operations 1,653 1,520




Gamestec Leisure Limited

Notes to the financial statements
for the 53 weeks ended 1 October 2005 (continued)

5 Employee information (continued)

2005 2004
£000 £000
Staff costs (for the above persons):
Wages and salaries 25,196 21,809
Social security costs 2,531 2,393
Other pension costs 1,560 1,493
29,287 25,695
6 Exceptional items
Current  Deferred
Pre-tax  tax effect  tax effect Post-tax Post tax
2005 2005 2005 2005 2004
£000 £000 £000 £'000 £000

Charged above operating loss:

Impairment depreciation of fixed assets

following re-assessment of asset values

on merger of Gamestec Leisure Limited

and RLMS businesses - - - - 2,531
Impairment of value of machines due to

discontinuation of manufacture by

competitor 1,666 {(500) - 1,166 -
Impairment of intangible fixed assets 8,215 - - 8,215 -
Reorganisation costs 5,484 (1,645) - 3,839 2,272
Vacant property provisions - - - - 821
Operating items 15,365 (2,145) - 13,220 5,624

Charged below operating loss:
Loss on the disposal of fixed assets - - - - 1,299

7 Interest payable

2005 2004

£'000 £'000

On finance leases with subsidiary undertakings 5,549 4,821
On loans from subsidiary undertakings 151 275

5,700 5,096




Gamestec Leisure Limited

Notes to the financial statements
for the 53 weeks ended 1 October 2005 (continued)

8 Other finance income/(charges)
2005 2004
£'000 £000
Intercompany interest receivable 233 -
Other finance charges (see note 24) %) 19
228 (19)
9 Profit/(loss) on ordinary activities before taxation
2005 2004
£'000 £000
Profit/(loss) on ordinary activities before taxation is stated after
charging/(crediting):
Depreciation charge for the period:
- Tangible owned fixed assets 3,257 3,054
- Tangible fixed assets held under leases 31,191 32,486
Amortisation of goodwill 445 299
Auditors’ remuneration for audit 57 59
Operating lease rentals - Land and buildings 749 887
Operating lease rentals - Plant and motor vehicles 3,543 2,889

Profit on disposal of fixed assets (1,491) (1,391)




Gamestec Leisure Limited

Notes to the financial statements
for the 53 weeks ended 1 October 2005 (continued)

10 Tax on loss on ordinary activities

2005 2004
£000 £'000
The tax credit based on the results for the period comprises:
United Kingdom corporation tax at 30% (2003: 30%):
Current (672) -
Adjustment in respect of prior period {428) 157
Current tax (credit)/charge (1,100) i57
ACT written back - 394
Deferred tax: Current 2,627 (2,502)
Adjustment in respect of prior period - (207
Corporation tax charge/(credit) 1,527 {2,158)
The factors affecting the current tax credit for the period are explained below:
2005 2004
£ £
Loss on ordinary activities before tax (13,476) {3,937)
Tax loss on ordinary activities at the UK corporation tax rate of 30% {4,043) (1,181)
Effects of:
Expenses not deductible 2,518 29
Depreciation in excess of capital allowances 479 1,488
Profit on disposal of non qualifying asset {81) -
Dividends received and receivable (1,200) (1,350)
Short term timing differences - 117
Movement in deferred tax asset not recognised 1,655 897
Adjustments in respect of prior periods (428) 157

Corporation tax credit (1,100) 157




Gamestec Leisure Limited

Notes to the financial statements

for the 53 weeks ended 1 October 2005 (continued)

11  Dividends paid and proposed

2005 2004
£000 £000
Ordinary final dividend proposed of Nil (2004: 1.36p) per equity share - 5,000
12 Intangible fixed assets
Goodwill
£000
Cost
At 26 September 2004 8,735
Additions 412
At 1 October 2005 9,147
Amortisation
At 26 September 2004 487
Charge for the period 445
Provision for impairment 8,215
At 1 October 2005 9,147
Net book value
At 1 October 2005 -
At 25 September 2004 8,248

The directors have reassessed the provisional fair value of the land and buildings acquired as part of the

RLMS acquisition in the prior vear. A hindsight adjustment of £412,000 has been made as a result.

The carrying value of the goodwill has been reviewed by the directors and based on the company’s
anticipated future cash flows from trading operations in the foreseeable future, the Board has decided
that it would be appropriate io recognise an impairment charge of £8,215,000, reducing the carrying

value of goodwill at the balance sheet date to nil.
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Gamestec Leisure Limited

Notes to the financial statements
for the 53 weeks ended 1 October 2005 (continued)

13 Tangible fixed assets

Owned Leased Fixtures,
Operating leisure leisure plant and
Propertiecs  machines  machines vehicles Total
£000 £000 £000 £000 £'000
Cost '
At 26 September 2004 6,250 18,229 124,625 24,263 173,367
Additions 12 1,698 36,073 833 38,616
Disposals {669) (2,720) (35,842) (4,411 (43,642)
At 1 October 2005 5,593 17,207 124,856 20,685 168,341
Depreciation
At 26 September 2004 1,924 15,263 82,128 20,426 119,741
Charge for the period 158 1,584 31,191 1,513 34,448
Eliminated in respect of disposal (144) {1.968) {30,665) (2,759) (35,536)
At 1 October 2005 1,938 14,879 82,654 19,182 118,653
Net book value
At 1 October 2005 3,655 2,328 42,202 1,503 49,688
At 25 September 2004 4,326 2,966 42,497 3,837 53,626
The net book value of operating properties comprises:
£000
Freehold properiies 2912
Improvements to short leasehold properties 743

3,655




Gamestec Leisure Limited

Notes to the financial statements

for the 53 weeks ended 1 October 2005 (continued)

14  Investments in subsidiary undertakings

Provisions Long term
and loans Net
Shares revaluations payable investment
£000 £000 £'000 £000
As at 26 September 2004 and at
1 October 2005 97,719 (47,673) {1,677) 48,369

Shares in certain dormant subsidiaries are stated at a director’s valuation based on underlying net asset

values.

The principal trading subsidiaries at | October 2005 are:

Name of undertaking Country of Description of Principal activities Proportion of nominal
incorporation or  shares held value and voting rights
registration of issued shares held

MHG Leisure Limited England Ordinary shares ~ Amusement machines 100%

OnBoard Leisure Limited Isle of Man Ordinary shares ~ Amusement machines 10026

Pool Master Limited England Ordinary shares Vehicle leasing 100%

Consolidated financial statements have not been prepared as permitted by Section 228 of the Companies
Act 1985. Details of subsidiary undertakings will be filed with the Registrar of Companies.

15 Investment in joint venture undertakings

Shares Loans Total
£'000 £000 £'000

Cost
Al 26 September 2004 and at 1 October 2005 61 5,617 5,678
Provisiosns
At 26 September 2004 12 4,907 4919
Transfer of provision from accruals - 710 710
At 1 October 2005 12 5,617 3,629
Net book Value
At 1 October 2005 49 - 49
At 25 September 2004 49 710 759

The company's investment represents a 49% interest in Allied-Kunick Entertainments Limited, a joint
venture company with a subsidiary of Spirit Group Holdings Limited. The investment has been written
down to its estimated realisable value. The joint venture company's principal activity ceased trading in

December 2003,
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Gamestec Leisure Limited

Notes to the financial statements
for the 53 weeks ended 1 October 2005 (continued)

16 Other investments

£000
At 1 October 2005 and 25 September 2004 19
17  Stocks
2005 2004
£000 £000
Raw materials and consumables 2,262 1,261
18 Debtors
2005 2004
£'000 £'000
Amounts falling due within one year
Trade debtors 7,272 6,346
Amounts owed by group undertakings 38,680 9,581
Corporation tax recoverable 287 -
Deferred tax (note 19) - 2,627
Dividends receivable 4,000 4,500
Prepayments and accrued income 10,689 14,561
Other debtors 1,196 618

62,124 38,233
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Gamestec Leisure Limited

Notes to the financial statements
for the 53 weeks ended 1 October 2005 (continued)

18  Debtors (continued)

2005 2004
£'000 £000

Amounts falling due after one year
Prepayments and accrued income 159 369
159 369

Included in prepayments and accrued income are the following amounts paid to a subsidiary undertaking:

2005 2004

£°000 ’ £000

Amounts falling due within one year - 1,189
19 Deferred tax

£7000

At 26 September 2004 2,627

Proftt and loss account (2,627)

At 1 October 2005 -
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