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3 % W 4 Chairman’s Statement

The film industry in Hong Kong encountered greater challenges
last year than compared with 2004. It is obvious that the
situations for Hong Kong film industry are worsening.

Although Hong Kong’s economy generally recovered last year,
the film industry did not benefit from it. The industry continues
to suffer from the issue of intellectual property rights. In addition
to the popularity of copied VCDs and DVDs, the advance of
information technology, especially the improvement in BT point
to point technology, has facilitated privacy infringement. On
the other hand, the rapidly growth of P2P (Peer-to-peer) sharing
activity on Internet had created a grey area in copyright
protection law and the infringements to intellectual property
rights were further aggravated.

The issue of Intellectual Property Rights has been a great
concern for the film industry in Hong Kong for sometime but
aggravated further by the popularity on the Internet. Although
the Hong Kong SAR government has demonstrated its
determination to protect intellectual property rights and to
initiate actions of prosecution, the extent of which could not
be sufficient to protect the creativities and efforts made by the
industry. The issue has not only affected the profits derived
from the huge investment in the making of films, it has also
dissuaded cinema-goers, and that further discouraging film
investment. This would eventually threaten the survival of the
industry.

As one of the leading film-making companies in Hong Kong,
the Group fully understand the detrimental effects of privacy
to the industry. During the year, the Group actively participated
in actions against privacy, including the establishment of the
Hong Kong Chamber of Films and Film Industry Response
Group. The aims of these efforts are to explore avenues in
protecting the industry.

In addition, Hong Kong film industry faces keen competitions
in all fronts. Only those professional film-makers with a full
understanding of the market and the audience needs could
survive. In accordance with our understanding and knowledge
in the industry, the Group recognises the rising needs of
audience expectations in film-making. The Group believes that
successful film productions are built on prudent production
from famed directors, coupled with excellent script writing and
hosted by popular movie-stars. The Group would continue to
produce high quality films as our core business.

During the year, a high-quality film “Election” produced by the
Group received overwhelming response. The film reflects our
understanding of the market needs and our seriousness in the
positive growth and development of the industry. Apart from
achieving outstanding results in ticketing and distribution, the
movie had won a number of top awards in the Hong Kong
Film Awards, including the Best Film Award, the Best Director’s
Award, the Best Script Play Award and the Best Actor’'s Award,
fully recognised by the experts in the industry.
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In the future, the Group believes that only effective control in
privacy could revitalize the film industry. Hence, as a leading
company in this field and for the benefit of future growth and
development of the industry, the Group will continue to play
an active role in stamping out privacy, and to promote
consumer education.

The film industry is a highly risk business and requires a huge
in-flow of capital. To diversify such risk and for long-term
growth, the Group has, therefore, actively diversified the
investment portfolio, in particular those that could generate a
steady source of income in the long-term.

Following the opening of franchising in gaming business in
Macau, it has attracted new international investors to its
entertainment businesses, making it more professionalized,
diversified and internationalized. It has also generated greater
business potential for Macau, a city full of business opportunity
and vitality.

As a regional entertainment company, the Group has
established a strong business network in Macau market, which
enable us to enjoy a competitive edge over other players in
this new market. The Group are presently negotiating the
acquisition of a gaming business with a company in Macau.
The Group believe engaging in this business would bring about
positive growth for the company in the long term.

Moreover, the Group is seeking other investment opportunities.
Riche Multi-Media Holdings Limited, an associate of the
Company has started the investment in China property market.
The Group will continue to explore profitable investment
opportunities, making a more diversified portfolio.

In the past year, though the Group faced with a difficult and
challenging environment, our staff, our artists and colleagues
working at the backstage were committed to their work. Led
by an elite management team, the Group was able to produce
excellent results with high quality film productions recognised
by the industry. Looking into the future, the Group will continue
to produce best-selling original films which will rely greatly on
our commitment to film-making, our understanding of the
market needs, stringent control on capital investment and
efficient management. The Group will also strive to explore
new business opportunities; fully utilise the resources to
strengthen business growth while minimising risk for better
return for the shareholders over the years.

Heung Wah Keung
Chairman

Hong Kong, 24th April, 2006
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