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MANAGEMENT DISCUSSION AND EEEBNWEDW
ANALYSIS
REVIEW OF THE RESULTS HEEMOREE

The Group’s consolidated turnover for the financial year AEEREZ —_ZZNF+_-A=+—HILHK
ended 31 December 2004 amounted to HKS165 million, FE z 44 & ¥ 58E51165,000,0007T @ BEF
representing an increase of 90% over the HKS$S87 million 2 4r4 & %5851 87,000,0007T 1 H190% o
consolidated turnover recorded in the previous year.

LIQUIDITY AND FINANCIAL RESOURCES REHERBEER

The financial position of the Group was maintained at a  AEEZ MSHKRRFER - FRETAETE
healthy level. There was no bank borrowing during the year X - AEBzEAHEBEL X - NEELBEHR
and the gearing ratio of the Group, expressed as the EE % (#975#71,000,0007T) 2 Lt R B #29%1E =
percentage of the Group’s total liability over the 90% ' RERAE

shareholders’ fund of approximately HKS71 million was #E&ERKEIRAR p}lﬁw

increased from 29% to 90% due to substantial investment in - #2752 M E A &)
subsidiaries engaging in toys manufacturing business. FrEL -

The Group also maintains sufficient working capital with net A& lZ%Eiéfé
current assets of approximately HK$34 million as at 31 {R#EFFH - R
December 2004 (2003: HK$35.9 million). Current ratio has ZPUF+—F = + =N ZIK
been kept at a healthy level of around 1.77 times (2003: 4.3). &£ 8 2 REE E R EX) A7 534,000,000 (=
The Group’s bank and cash balance amounted to ZTZT =4 : 5#35,900,0007T) @ 7 ELL RRZFE
approximately HK$29.5 million at the year-end (2003: HK$18.9  EE/KFN.77E (T =F : 4.313) - K&EE
million). FIR 2 IRIT RIS L BAEE29,500,0007T (=
TE =4 : AF¥18,900,0007T) °

CAPITAL EXPENDITURE COMMITMENTS BB AT
Capital Commitments B AREE

At 31 December 2004, the Group had the capital expenditure W -ZZWME+-—F=+—H8 » KREEHHLE
in respect of property, plant and equipment of 32,172,0007t (ZZTZ =4 : &) 25 QMR A
approximately HK$32,172,000 (2003: nil) contracted for  B#BERZ W% - MENMREBZ ERFR -

but not accounted for in the financial statements.
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MANAGEMENT DISCUSSION AND
ANALYSIS

Pledge of Assets

At 31 December 2004, the
Group had no pledge of assets.

At 31 December 2003, the
Group’s bank deposits
amounted to approximately
HK$912,000 were pledged to
secure banking facilities granted to the Group.

Funding raising

Placing of 140,000,000 existing shares and subscription of
new shares

Pursuant to the placing and subscription agreement dated
15 January 2004, Charm Management Limited, a substantial
shareholder of the Company, placed 140,000,000 shares of
HKS$0.01 each in the capital of the Company at HKS0.05 per
share fo over six independent third parties and on 27 January
2004 subscribed for 140,000,000 new shares at HK$0.05 per
share. The net proceeds received by the Company under
the subscription were approximately HKS6.8 million and were
utilized as general working capital.

Rights Issue

On 12 February 2004, rights issue agreement was entered info
between Charm Management Limited, Kingsway Financial
Services Group Limited and the Company pursuant to which
the Company offered one rights shares at HKS0.05 per rights
share for every two existing shares. The net proceed was
approximately HKS$20 million.

As referring to the announcement dated 12 February 2004,
the Board proposed partially apply net proceed of HKS6.1
million from the Rights Issue to invest in a packing material
production factory in PRC. Owing to the Company was not
able to reach consensus with the vendor the proposed
investment was suspended. The Company has utilized the
aforesaid fund as general working capital.
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MANAGEMENT DISCUSSION AND
ANALYSIS

Placing of 250,000,000 existing shares and subscription of
new shares

Pursuant to the placing agreement and subscription
agreement both dated 17 November 2004, Charm
Management Limited, a substantial shareholder of the
Company, placed 250,000,000 shares of HK$0.01 each in the
capital of the Company at HK$0.058 per share to over six
independent third parties and on 30 November 2004
subscribed for 250,000,000 new shares at HKS0.058 per share.
The net proceeds received by the Company under the
subscription were approximately HK$14.1 million, of which (i)
HKS$11 million used for the expansion of the Group’s toys and
premium business; and (ii) as to the remaining HKS3.1 million
utilised as the general working capital.

MATERIAL ACQUISITIONS

Acquisition of 60% equity interest in Yanyan Force Limited
(“Yanyan Force™)

On 8 January 2004, Proper Overseas Limited (“Prosper
Overseas”), a wholly-owned subsidiary of the Company,
entered into a sale and purchase agreement with an
independent third party (the “Vendor”) pursuant to which
Prosper Overseas agreed to acquire 60% of the issued share
capital of Yanyan Force which is engaged in frading of toys,
gifts and premium business for the total consideration of
HKS$6,036,000. The Vendor has undertaken profit guarantee
tfo Prosper Overseas that the net profit of Yanyan Force for
the period ended 30 June 2004 will not be less than HK$2
million. The net profit of Yanyan Force for period ended 30
June 2004 was HK$2.2 million.

Acquisition of 100% equity interest in GFT Holding Limited
(“GFT Holding™)

On 20 July 2004, Prosper Overseas entered into a sale and
purchase agreement with its connected persons pursuant
to which Prosper Overseas agreed to acquire the entire
issued share capital of GFT Holding for a total consideration
of HK$5,000,000. GFT Holding owns two subsidiaries namely
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MANAGEMENT DISCUSSION AND
ANALYSIS

New Challenge Limited and Great Force Technology Limited.
GFT Holding group is engaged in tfrading, marketing and
manufacturing of consumer products including toys and
electronic products. This acquisition was completed on 30
September 2004. Further details of this acquisition are
included in the Company’s circular dated 31 August 2004.

Acquisition of a land use right, buildings and ancillary
facilities in PRC

On 22 December 2004, Hong Ke Dian Zi
(Huizhou) You Xian Gong Si *ZRE F(E M)
BRAF ("Hong Ke”), an indirect wholly-
owned subsidiary entered into an asset
fransfer agreement with its connected party
pursuant to which the connected party
agreed to transfer a land use right and the
industrial building and ancillary facilities
erected thereon for a total cash
consideration of RMB8 million (equivalent to
approximately HK$7.5 million). This acquisition was completed
on 4 March 2005. Further details of this acquisition are
included in the Company’s circular dated 20 January 2005.

MATERIAL DISPOSAL

During the year, the Group ceased to operate its loss making
business in food and beverage in Singapore by disposing of
the enfire equity interest in Bestcorp Investment Inc for the
total consideration of HK$100,000.

The Group further disposed of its enfire inferests in Capital
Bright International Ltd., and TG Securities Limited which was
engaged in securities frading business for cash consideration

of HK$5,000,000 and HK$4,000,000
: respectively.

* En English tfranslation name
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MANAGEMENT DISCUSSION AND
ANALYSIS

CONTINGENT LIABILITIES

On 8 October 2004, the Company received a writ regarding
the litigation instituted by Mr. Kwok Chin Wing, a former
director of the Company, in respect of the loans due from
two former subsidiaries of the Company namely, Rockapetta
Industrial Company Limited and Grand Extend Investments
Limited, for a sum of approximately HKS44.5 million and
accrued interest thereof. The directors of the Company, after
seeking advice from legal advisors, are of the opinion that
the plaintiff does not have a valid claim against the
Company and therefore it is unlikely to have any material
adverse financial impact on the Group.

FOREIGN CURRENCY EXPOSURE

The Group currently earns revenue and incurs expenses mainly
in Hong Kong dollars, US dollars and Renminbi. As the Hong Kong
dollar is pegged to US dollars and the fluctuation in the
exchange rates between Hong Kong dollars and Renminbi has
been relatively small in recent year, the Group believes its faces
minimal foreign currency risk and thus, has not undertaken any
hedging activities. The Group will conduct periodic review of
its exposure to foreign exchange risk.

HUMAN RESOURCES

As at 31 December 2004, the Group had approximately 98
employees in Hong Kong and Mainland China.

The Group’s employees are remunerated in line with the
prevailing market terms and individual performance, with the
remuneration package and policies reviewed on a regular
basis. In addition to salaries and sales commission,
discretionary bonuses may be rewarded to employees after
assessment of the performance of the Group and fthe
individual employee. Share options may be granted to senior
management as a recognition of their contribution and an
incentive to motivate them.
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