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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

For the year ended 31st December, 2003, the turnover of the
Group was approximately HK$13.0 million, representing a decrease
of approximately 83.0% as compared to last year. The loss from
operations and loss attributable to shareholders of the Group for
the year ended 31st December, 2003 was HK$14.4 million and
HK$198.0 million respectively (2002: profit from operations of
HK$28.9 million and profit attributable to shareholders of HK$20.4
million). The decreases in turnover and results were mainly
attributable to the decline in the number of visitors to SammyLand
and the de-consolidation of a former subsidiary during the year.

OPERATION REVIEW

The Group’s principal activity is engaged in the carnival
amusement business and prior to its cessation, used to operate a
theme park in the PRC under the name of SammyLand.

Admission fee

During the year ended 31st December, 2003, the total income
from admission fee was dropped by approximately 83.5% from
approximately HK$70.8 million in last year to approximately
HK$11.7 million.

Sales of food, beverages and souvenirs

During the year ended 31st December, 2003, the total sales of
food, beverages and souvenirs was dropped by approximately
77.5% from approximately HK$3.8 million in last year to
approximately HK$855,000.

Mechanical rides, carnivals and redemption games

During the year ended 31st December, 2003, the total income
from mechanical rides, carnival and redemption games was
dropped by approximately 71.9% from approximately HK$1.7
million in last year to approximately HK$477,000.

Cessation of operation in SammyLand

The operations of SammyLand has since 8th May, 2004 ceased
and for the reasons stated in the section of “Managing Director’s
Statement”, the Company has lost effective control over
SammylLand leading to the de-consolidation of the accounts of
SammyLand from the Group’s accounts since 1st July, 2003.
Further details relating to this matter are set out in the section of
“Managing Director’s Statement”.
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MANAGEMENT DISCUSSION AND ANALYSIS

MATERIAL LITIGATION

The Company was served of a high court writ by a design
company, an independent third party. The claim is in respect of
design services fees allegedly under a service agreement entered
into by the Company and the design company. The claim was in
respect of approximately HK$408,000, together with interest and
legal costs. The Company believes that it has good ground to
defend this claim.

Save as described above, the Group had not involved in any
material litigation or arbitration in 2003.

LIQUIDITY AND FINANCIAL RESOURCES

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

As at 31st December, 2003, the Group had net current assets of
HK$31.5 million (2002: 3.1 million). As at 31st December, 2003,
the Group’s cash and bank balances amounted to HK$Nil (2002:
HK$17.6 million). As at 31st December, 2003, the Group had
interest-bearing loan of approximately HK$3.5 million (2002:
HK$18.7 million). The loan was unsecured, bearing interest at 8%
per annum and was repayable from April 2003 by instalments.
Subsequently, the interest-bearing loan has been assigned to the
Company’s controlling shareholder. The Group’s borrowings are
made in Renminbi and Hong Kong dollar.

As at 31st December, 2003, the Group’s gearing ratio represented
by bank borrowings and interest-bearing loans bearing to the
Group’s total assets was 5.0% (2002: 9.8%).

Details of the movements in the authorized and issue share capital
of the Company during the year ended 31st December, 2003 are
set out in note 19 to the financial statements.

Subsequent to the year end of 2003, the Group has obtained
bank loans of approximately HK$50 million to finance its carnival
business and general working capital. In addition, Puregain Assets
Limited, the controlling shareholder has provided a financial
support to the Group to enable it to meet in full its financial
obligations.
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MANAGEMENT DISCUSSION AND ANALYSIS

PROSPECTS

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 and 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. The first carnival is in Dalian, the PRC for about 30 -
45 days with soft opening on 4th September, 2004 and the Group
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.

NEW MANAGEMENT

The Group has since March 2004 been under the new stewardship
of Mr. Chan Chak Mo, the current managing Director of the Group.
The current management team has been undertaking various tasks
to re-vitalise the business the business of the Group, including
but not limited to, review of the Group’s current business and re-
establishment of principal business office. Further details relating
to the works undertaken by the current management are set out
in the section of “Managing Director’s Statement”.

CHARGES ON GROUP ASSETS

As at 31st December, 2003, the Group did not have any charges
on assets (2002: HK$12.6 million).

CONTINGENT LIABILITIES

As at 31st December, 2003, the Group had contingent liabilities
of approximately HK$408,000 (2002: Nil).

CURRENCY EXPOSURE

As at 31st December, 2003, the Group did not have any
outstanding hedging instrument. The Group should continue to
monitor closely its foreign currency exposure and requirements
and to arrange for hedging facilities when necessary.
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MANAGEMENT DISCUSSION AND ANALYSIS

EMPLOYEES

As at 31st December 2003, the Group employed a total of 3 full-
time staff in Hong Kong. Since its takeover of the Group in March
2004, the current management has re-established the Group’s
management team. As at 23rd August, 2004, the Group employed
a total of 37 full-time staff and 400 part-time staff in Hong Kong
and China. 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 13th June, 2002 and adopted on the same date
is valid and effective for a period of 10 years since the date of
adoption. No share options have been granted since adoption of
the said share option scheme.

Details of the retirement benefits schemes of the Group are set
out in note 25 to the financial statements.

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 48.

RESUMPTION PROPOSAL
Trading in the Company’s shares has been suspended on the
Main Board of the Stock Exchange since 15th December, 2003

at the request of the Company. An application for resumption of
trading would be made to the Stock Exchange in due course.
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