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CHAIRMAN’S STATEMENT

SOLID FOUNDATION, EXCITING
TURNAROUND

The past 5 years has seen China Star Entertainment Limited
(“China Star”) successfully re-organized as a well
established entertainment, multimedia production and
distribution enterprise. In the course of this development,
the Group is striving hard to build on its fundamentals: to
establish excellent reputation as a powerful film producer

and international film distributor.

While some analysts have labeled recent 5 years as the
worst years for film industry in Hong Kong, we at China
Star have accomplished the establishment of an extensive
distribution network all over the world and our films were
widely admired by extensive audience in international
market, from the basis of having a limited distribution

network in Hong Kong and Macau in 1996.

Following the downward trend experienced in recent 5
years, the Group witnessed the drastic and dramatic
economic downturn in Hong Kong and international
market. The extent of worsening of economy was totally
out of our expectation. Inevitably, this was a demanding
time for Hong Kong film industry. While many companies
battled to survive in tough 2001, we at China Star was
determined to laid down a solid foundation, to develop as
leading film production company in Hong Kong, to
enhance the status of Hong Kong produced movie in those
market including North American and China, to establish
advantageous position. So as to strengthen our operations
and develop into a large scale entertainment, multimedia
production and distribution enterprise through
economically trying times. We are preparing for the exciting

turnaround in coming years.
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CHAIRMAN’S STATEMENT

SOLID FOUNDATION, EXCITING
TURNAROUND (continued)

In this climate, China Star accomplished the following

strategic acquisitions:

In 2001, the Group acquired One Hundred Years of Film
Company Limited (“One Hundred Years”), a well
recognized film producer. This strategic move would
greatly enhance our production capacity, bring us further
exciting opportunities and extend the reach of future film

production.

In second half of 2001, the Group acquired Ocean Shores
Group Limited (“Ocean Shores”); a company with 22 years
history of distribution and film library contains valuable
collection of several hundred films. This strategic move
would enable China Star to effectively capitalize on the
dramatic explosion of the Greater China video

entertainment and multi-media market.

The Group’s long term strategy is to maintain the leading
position in film production industry , increase its market
penetration and market share had lead to short term loss
for the Group in the past few years. Despite the short-
term difficulties, the momentum to grow is rising high and

the Group is well prepared for future explosive growth.

After China joined the World Trade Organization (“WTO”),
opportunities will be opened to foreign films. The Group
has well positioned itself by acquiring One Hundred Years
and Ocean Shores. With the setting up of these distribution
networks in China and its enhanced capability, would give
an extremely bright outlook. China becomes a prime
marketing target for future growth and expansion for the

Group.
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CHAIRMAN’S STATEMENT

SOLID FOUNDATION, EXCITING
TURNAROUND (continued)

The Group would keep on changing the mix of our
production and channel of distribution over time, in
anticipation of what our current and new audience will
need in the future. One constant throughout our history,
however, is that we have always had a very realistic view
of that future, and have made the hard decisions necessary

to ensure that the future is a healthy one.

In recognition of this slowdown, we implemented stringent
cost reduction measures, included actively outsource non-
core business such as marketing to external vendor and
actively control staff salary, operation costs and film
production costs. We continue to monitor the cost
efficiency and salary level in the industry and remain

committed to further reductions.

The renowned innovation, extraordinary reach and growing
strength of the Group ‘s businesses are made possible by
the enormously talented men and women we employ. Our
hard-won foundation in fiscal 2001 is a credit to their
efforts. We have proofed to have the power to defy difficult
market conditions - and would definitely generate even
greater rewards when those conditions turn more favorable
in coming years. I salute our employees for their year of
achievement and for the bright future they have built for
all shareholders of China Star.

Heung Wah Keung

Chairman

Hong Kong, 26 April 2002




