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The financial year of 2003/2004 continued to be a difficult
year for the Group and also witnessed the worldwide economy
dramatically hit by the Irag war and the outbreak of Severe Acute
Respiratory Syndrome (“SARS"). The Group recorded a turnover of
HK$22,531,000, dropped by 40.9% from HK$38,092,000 recorded
last year. Net loss from ordinary activities attributable to shareholders
for the year was HK$30,898,000 as compared with a net profit of
HK$37,432,000 for 2002/2003, which was mainly contributed from
the gain of debt restructuring of HK$77,031,000. During the year
under review, in view of the decrease in turnover and significantly
smaller scale of operations, the Group's turnover could not reach a
scale that could recover the Group's fixed cost.

Upon successful implementation of debt restructuring in the
year of 2002/2003 and completion of an open offer in September
2003, that significantly improved the Group's financial position and
enlarged its capital base. In order to restore the on-going support
from its customers and to enhance the competitiveness of the
Group's product, the management also adopted several measures
to modify its ODM products, to implement various marketing
strategies such as early bird program, to adopt new pricing policy,
to expand its business into key markets and etc.. However, with the
Iragq war, it hampered the consumer spending sentiment seriously
and also caused a rise in the price of plastic materials, the primary
raw material utilized for the Group's core product item - toddler
cars that ultimately affected our margins and turnover. Following
the outbreak of SARS in Asian countries and the travellers’ warnings
issued by the World Health Organisation, nearly all buyers cancelled
their business trips to Hong Kong in April and May of 2003. That
further aggravated the business environment.

In order to broaden the clientele network and to develop
reliable relationship with customers, the Group set up a new
company in Hong Kong namely as “Gadgets Yard Limited” (“Gadgets
Yard") with an independent third party on 18 December 2003 in
which the Group and the independent third party own 51% and
49% equity interest in Gadgets Yard respectively. Through the
business partnership, the Group can build new clientele and develop
products to add on to existing product lines.
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To serve for the Group with a stable revenue income source
and to diversify its business, the Group entered into with connected
party on 20 February 2004 (1) a shareholders’ agreement for
formation of a joint venture company namely as “Xin Procurement
and Trading Pte. Ltd" (“Xin Procurement”) for the provision of the
supply and procurement business in which the Group and the
connected party own 51% and 49% equity interest in Xin
Procurement respectively; and (2) a supply agreement for the
efficient and timely supply of certain office equipment and office
supplies, machinery, parts, lubricating oil and bunker for vessels.
The above transactions were approved by the independent
shareholders at the special general meeting held on 29 March
2004.
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To promote the strength of the factory's facilities, to build a
pool of anchor clients with reliable business relationship and to
penetrate the largest market of toys industry through new
partnerships are the Group’s major objectives in toys business. The
formation of the joint venture company and the entering into the
supply agreement with the connected party not only enables the
Group to diversify into the supply and procurement business but
also provides the Group with a reliable and trustworthy client. With
the growth in the supply and procurement business, the Directors
believe that the joint venture company will enjoy better efficiency
and economies of scale that would enable the Group to improve
its profit margins and turnover. In the forthcoming years, the
management will also strengthen the Group's investments with
stable revenue generating power.
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On behalf of the board, | would like to take this opportunity to
thank all of our dedicate staff for their efforts and to express my
sincere appreciation to all shareholders for their continuous support
to the Group.
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