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2004 was no doubt a challenging year for the Hong Kong
film industry and our Company. Our results were adversely
affected by the rampant piracy, a decline in popularity of
Hong Kong films and the introduction of macro economic
control measures in the People's Republic of China (the
“PRC").

We started the year by accelerating our expansion plans but
then adopted a more conservative position as the difficult
market conditions placed price pressures on our films. In
the second half of 2004, we implemented a series of cost
control measures, which included restructuring our PRC
offices to ensure a lean overhead and cost effective operating
structure. Under this difficult operating environment, we
become more cost cautious in acquiring film rights and
exploring new distribution media. With a more efficient
infrastructure and a cost cautious approach in acquiring film
rights, | believe that we are well positioned to fully capitalize
on opportunities when market conditions improve.

To enhance our profile in South East Asia and enable our
Company to gain access to Singapore’s capital markets, we
made an application to the Singapore Exchange Securities
Trading Limited (the “Singapore Exchange”) for a proposed
secondary listing of and a quotation for the Company’s
shares on the Singapore Exchange in January 2004. As we
recorded a loss in our interim results for the six months
ended 30th June 2004, we voluntarily withdrew the
application in October 2004.

In view of the downturn of our film distribution and sub-
licensing of film rights businesses, our goal in 2005 is to
diversify our businesses and broaden our revenue sources.
On 9th April 2005, we entered into a transaction for acquiring
100% interest of a company, which has been appointed as
the sole and exclusive service provider for the promotion
and introduction of customers to a six-star luxurious cruise
ship and the provision of rolling and settlement services for
customers of the gaming establishment on board the cruise
ship. The acquisition is expected to be completed in August
2005. | believe that the transaction will diversify our earnings
base and improve our profitability.

I would like to thank our board of directors, shareholders,
customers and industry partners for their continued support
and our employees for contributing their energy and skills
this past year. We are operating as a company with an
unparalleled committed team and | look forward to a
productive year in 2005.

Heung Wah Keung
Chairman

Hong Kong
25th April 2005
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