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MANAGING DIRECTOR’S STATEMENT

| have pleasure to present to shareholders the 2003 annual report
of the Company and its subsidiaries (the “Group”).

BUSINESS REVIEW
Theme park operations

As mentioned in the Company’s interim report 2003, the Group’s
theme park in Panyu, the PRC (“SammyLand”), encountered
serious decrease in the number of visitors and income. Since
then, the situation had not improved due to various reasons,
including declining visitor interest in the theme park. The Group’s
business has sustained further set-back due to the neglect of the
previous management team leading to closure of principal
business office and the eventual collapse of the management.

On 12th December, 2003, Puregain Assets Limited (“Puregain”),
a company wholly and beneficially owned by Mr. Chan Chak Mo,
purchased 50.03% of the shares of the Company. As a result of
the share purchase and a general offer made afterwards, Puregain
now owns an aggregate of 307,962,000 shares of the Company,
representing 51.327% of the issued share capital of the Company.

Since taking over the management of the Group in March 2004,
the current management team has undertaken various tasks to
re-vitalise the business of the Group, including but not limited to,
review and re-appraise the Group’s current business, address the
various outstanding litigations, and re-establishment of its principal
business office.

The current management has also discovered that pursuant to a
management agreement dated 1st November, 2003 entered into
between the Company’s wholly owned subsidiary, &8 RE 2 4]
/30 B PR 2 8 Panyu Fantasy Film City Limited (“PCCFL”) and X
ETERBREBEBMBER LT (“PRC Manager”), PCCFL appointed
PRC Manager to organise, supervise and manage SammylLand
for a term of 2 years at a monthly management fee of RMB1.5
million with one month rent free period commencing from 1st
December, 2003. The PRC Manager terminated the management
agreement on 30th April, 2004. The current management had since
1st May, 2004 operated SammyLand until 8th May, 2004.
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MANAGING DIRECTOR’S STATEMENT

BUSINESS REVIEW - continued
Theme park operations - continued

Following an application for recovery of the debts by the creditors
in the PRC, the Panyu Intermediate Court’s appointed officials
have since 8th May, 2004 started to stock take all the chattels
and properties of PCCFL at SammylLand, all existing personnel
have been ordered to leave SammylLand and operations of
SammylLand have ceased. The current management had
repeatedly tried to negotiate with the creditors with a view of
re-opening the operations of SammyLand but without success. In
July 2004, four buildings of SammyLand comprising two office
buildings, one stable and one staff quarter had been auctioned
for sales under the order of the PRC Panyu court for about
RMB2.2 million and the proceeds of which had been paid to the
PRC Panyu court. Negotiations with the PRC landlord and
creditors to re-open the operations of SammylLand were
unsuccessful since the legal representative of PCCFL, Mr. Li Tat
Ting, could not be located since late December 2003 and some
books and records of PCCFL have been missing. The current
management has been seeking legal advice in the PRC to remedy
the situation and to relocate those missing documents with little
progress. Under those circumstances, the Directors had to
conclude that the Group had lost effective control over PCCFL.
As some financial records of PCCFL have been missing, the
Company could not include results of PCCFL since 1st July, 2003.
Accordingly, the financial results of PCCFL since 1st July, 2003
have not been included in the Group’s income statements for the
year ended 31st December, 2003 and their accounts have been
de-consolidated from the Group’s financial statements since 1st
July, 2003.

Carnival operations

The Directors, having reviewed the poor performance of
SammylLand, have since March 2004 concluded that the theme
park would require regular and heavy investment in order to
maintain the public with sufficient new attractions and
entertainment to sustain acceptable visitor traffic flow. And the
level of investment in order to create and operate these new
attractions would impose a substantial financial burden on the
Group. A more cost effective way would be to organise a series
of itinerant carnivals to diversify the Group’s income base.

Inné
Lgisl{e l{ecreciion Holdings Limited
BT LLIT R A RN F

EEMEEYES

EBDE - ®

FREAEXK-&

B lﬁ%kﬂﬁ%ﬁ@% B BPRE
I&Zﬁzi?kﬁaﬁ’\ ZNERABNBH
MEBHREE iﬁkEA %%Ji—l-%lZE)JE

&/ EX ﬁﬁﬁﬁAaE%&%ﬂA%ﬁFaﬁﬁ%&LL
LR RERI LB CERCERILE-BHEZ
EEES S REERAKA UEBHZRERL
LEBEHHEE AMKERI - R_ZSENF
thA REFEZFELER 2GS RERI %
BzlUEEEY (BEMERAKE —BE
ER—EETIRESE) 2 UARY2,200,0007T
HE- Fﬁ?%?klﬁax#%qﬂl§%;£ﬁ B 7R
BZOERZEIARRZTEELAEB_ZEE
—$+ BURKG AREREZIEHZ
MR ERCEELKE Eﬂéqﬂlﬂﬁfﬁﬁ
BAZERAZAER I LB 2 HHREREK
IjJ IEHTZAEEJEEEEP. t.k/ffiﬂﬂﬂ@l’)\
TEHR SO 3 B kit 2 SO BIRRBE - fE 5%
ERBT EESETETHE AEBE2HRK
BZOFHAEZERESNE- BRREZS]
S 2D B R A A AT EAIRM
BE-ZEZ=%tA— EILMEmI%zJE,iﬁJzz
¥t REZAEHBE _ZTTE=F1tA
—HLMKZE!M%%?I#@@QB&ﬁ%%@
—EE-F4+_B=+-HLEEEZWEE
A-MEEZRBEEBE-_ZEZE=FtA—H
URFAEERAEBZHKBRERA-

EFEEXEK

REEREIRILEZTREACR ES
EEH-ZZNF=ZAURBETELELS
BEEHZREREUBLARREHAWSI MR
R WHEFHEZBEREAR-BYIRENTE
LZEHROI M RESEREEEREAKN
REARE - RAESKRENSE 2R EZRAR

—RIKERFES UEMAEB WA
REe



( J
I 1< >
Leisure Recreation Holdings Limited

TR ST R A IR A A

MANAGING DIRECTOR’S STATEMENT

BUSINESS REVIEW - continued
Carnival operations - continued

There had been many successful itinerant carnivals taken place
in Hong Kong and the PRC, where each itinerant carnival was
attended by over 1 million visitors over a typical carnival event
period of between 30 to 60 days. The Directors have considered
that the financial requirements to operate and manage itinerant
carnivals would provide maximum flexibility to suit the financial
capacity of the Group because the carnival could be varied in
size and form depending on the site size and availability of funding.
In addition, the equipment for itinerant carnivals could be leased
with flexible arrangements such as low basic rental with a sharing
of income. To achieve this goal, the Company has since July
2004 successfully established a sino-foreign equity joint venture
in the PRC, L8 EZHFELB R A A (Fun Mania Carnival Co. Ltd.)
(“FunMania”) with a right to launch and carry out at least 20
carnivals in the PRC for a term of 5 years. The joint venture is
95% held by Metro Asia Limited (“Metro Asia”), a wholly owned
subsidiary of the Company and 5% is held by a PRC party. The
Company has also appointed an experienced management
company to provide management services on the organization,
launch, promotion and management of the carnivals. The Group
has also already obtained about HK$50 million bank loans to
finance its carnival business.

The first carnival is in Dalian, the PRC for about 30-45 days with
soft opening on 4th September, 2004. The Group has rented from
amusement ride providers to rent over 20 amusement rides to
participate the Dalian carnival. The Group has purchased 9
amusement rides at some HK$19 million. FunMania has also
appointed independent PRC advertising companies to promote
the Dalian carnival to procure sponsorships. In addition to the
rides, the Dalian carnival will have about 40 games stalls owned
and operated by the Group, and about 40 food stalls leasing out
to outside operators at a minimum rental with upside 10% revenue
sharing. The Group will employ over 400 people at the Dalian
carnival upon its grand opening.

OUTLOOK

The Directors believe that the outlook for the carnival operations
is promising. The Group has scheduled to launch its second
carnival in Guangzhou in November 2004. Other cities such as
Shanghai and Beijing are being considered as attractive and
suitable locations for further carnivals. The Directors believe that
itinerant carnivals in cities in the PRC would provide the Group
with solid business and good prospect.

Chan Chak Mo
Managing Director

Hong Kong, 30th August, 2004
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