| have pleasure to present to shareholders the 2004 annual
report of the Company and its subsidiaries (the “Group”).

BUSINESS REVIEW

Carnival operations

The Group has long involved in the moving carnival business
(“Carnival Business”) as a part of its business in Kunming,
China as mentioned in the Company’s prospectus dated 31st
July, 2002. Since early March 2004, the Group has been
actively engaging in the Carnival Business and has deployed,
over last 12 months, heavy investments and resources in
terms of capital and manpower. The Group has incurred
considerable amount of time, manpower and expenses of
approximately HK$69.4 million to operate and secure the
equipment and machine rides, game stalls for the Group’s
Carnival Business. All these assets could be deployed to
operate in a fixed location amusement park if the Group
chooses to do so when attractive opportunities arise. The
Group’s Carnival Business has since then become a
substantial part of its core business. And the Group’s
management is now well-equipped with expertise and skills
in running and managing moving carnivals and fixed location
aspects,
management, safety and security control,

amusement parks, in all including crowd
operation and
maintenance of machine rides, token utilization, staff training,
food stalls management, operational management, financial

skills and weather.

The Group’s Dalian moving carnival opened for 27 days from
11th September, 2004 to 10th October, 2004, employing
over 400 people. This carnival reported a considerable loss
due to principally the delay of the rides to China because of
severe weather. However, the Dalian carnival achieved
success in terms of attendance of over 142,000 people. It
also drew sizeable attraction among the ordinary citizen in
Dalian and generated a considerable amount of revenue for
the Group. The experience gained through this carnival,
including import and transportation of rides to China, safety
checks on the rides carried out by various governmental
departments in China, engagement of expatriate performers,
and negotiation with site owners, all enabling the management
of the Group to be more efficient in future moving carnivals

in China.
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BUSINESS REVIEW - continued

Carnival operations - continued

The Group has commenced another moving carnival in
Foshan, originally for the period from 9th February, 2005 to
14th March, 2005. The Group has successfully been able to
extend the duration of the Foshan carnival further until
15th May, 2005 to capture the Labour Day 7 days holidays.
With longer operation duration, better management experience
and skills in the operation, and with more constant weather
conditions in spring time in Guangdong, together with the
customary spring time tours of schools, factories and
organizations, and the coming Labour Day 7 days holidays,
all these elements should improve the performance of the
Foshan carnival. Up to 26th April, 2005, the Foshan carnival
has attendance of over 148,000 persons in 76 days. Although
the Carnival Business is not of instant profitability, as in all
developing businesses, it would require time to attain
profitability.

Apart from Foshan, taking into account of weather condition
and population size, the Group is now considering an existing
amusement park in Guangzhou to run the next moving carnival
from early July to late October 2005. The Group is also under
negotiation with the owner of such amusement park for a
management contract as described below. With the successful
running of carnivals in Dalian and Foshan, the Group has
been invited by companies in other cities including Tianjing
to hold carnivals there.
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BUSINESS REVIEW - continued

Fixed location theme park located at Guangzhou

The Group’s successful running of carnivals has attracted
owners of two theme parks to approach the Group to discuss
about business co-operation. The Group has commenced
negotiations for business co-operation with the owner of a
fixed location amusement park located in Guangzhou. The
initial terms of negotiation are a sole management contract
for about 10 years under which the Group will bear all its
profit and loss for the operations of this park, and the Group
will pay a monthly rental and some percentage of turnover
sharing to the owner of these parks. The Group believes that
there is lesser competition and better chance of success in
the operation of a fixed location amusement park, with the
closure of the other three major amusement parks in
Guangzhou. Both parties are also negotiating for a joint
revitalization re-development of this amusement park including
upgrade of other facilities and the development of a small
resort hotel in this amusement park. Negotiations are in good
progress. A letter of intent is expected to be soon reached
under which both parties would proceed to negotiate for
detailed terms of such arrangement. The Group is well-
positioned to capture these business opportunities by locating
its equipment and machine rides and manpower to this
amusement park in Guangzhou, while the Group will then
source for additional amusement rides.

OUTLOOK

The Directors believe that with the established track record
of holding and managing the Carnival Business, the Group
now has the skills and expertise to manage both the Carnival
Business and fixed location amusement parks. The Group
would utilize such expertise to develop both its Carnival
Business and fixed location amusement park business.

Chan Chak Mo
Chairman and Managing Director
Hong Kong

29th April, 2005
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