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Chairman’s Statement

BUSINESS REVIEW

The year ended 31 March 2006 represented both a difficult year and

also the beginning of the Group’s expansion efforts.

The difficulties the Group encountered during the year mainly related
to its business expansion process. On the one hand, the Group needed
to utilize its existing resources to scale up its business and explore
new opportunities while, on the other hand, restructure projects of its
existing subsidiaries which involved long-term investment but delivered
slow returns. Consequently, despite the increase in the turnover for
the year, no significant cash inflow contribution was brought to the
Group.

However, in comparison with the last corresponding year, in addition
to the income contributed by the video production and sales, the
sales of mobile storage products, a business acquired from a subsidiary
last year, also started to generate gross profit for the Company. In
particular, the Group has commenced expansion initiatives to cover
new media business, as well as industries of mobile storage products
and technological development of storage chips. Such efforts have
started to bear fruits and were employed to cover the low operating
income of the DVD9 production line operated by that company resulted

from shrinking market, expensive salaries and high rents in Hong Kong.

The board of directors (the “Board”) of the Company does not
recommend the payment of final dividend for the year ended 31 March
2006.

PROSPECTS

The first year of Group’s business expansion was fundamental and
influential for future expansion efforts. Looking ahead, we anticipate
huge potential and a promising future for the new media business,
which has accordingly reinforced the management'’s confidence in the

Group's future development direction and mode of growth.
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First of all, the Group will fully develop a new media network to
secure a place in the age of new media while strengthening its key
competitive edges. Over time, audience now using the new media will
migrate to the main stream in the future, making the new media a
popular media, marking the formation of a more forefront media. The
development of new media will ultimately result in a complete
integration of the traditional media platform and the new media
platform, making them interactive, which in turn can create greater
value and extended production chain.

Secondly, as for the recording media products, the Group will align to
a new expansion direction for the businesses of mobile storage and
chips development and production. In regard of this, the Group will
enter into the industry of producing and selling upstream raw materials
for the development of mobile storage products. This industry is
recognized as the second large undersupply industry in the twenty-
first century, ranking only behind the oil industry.

Moreover, with the resources of the newly acquired book titles, the
Group has commenced its sales of publications in new formats, such
as electronic books, in addition to its traditional publications. At the
same time, the Group will maintain the scale of development for its
traditional video production while pursuing a more distinguished
objective of expansion.

Finally, the Board and key investors of the Group will continue to
explore new development opportunities while driving the Group's
existing expansion at a concrete momentum.

On behalf the Board, | would like to take this opportunity to extend
my thanks to all shareholders and business partners of the Group for
their continuous and devoted support; and especially to our major
investors for their confidence and support for the Group's extensive
expansion efforts. | would also like to express my gratitude and
appreciation to our management and staff for their dedication and
distinguished teamwork.

Chen Ping
Chairman

Hong Kong, 20 July 2006
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