Chairman’s Statement
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I would like to thank our team for their valuable contributions
and support in the year 2006. Many changes to the Group were
instituted by our team during the year to adjust for the tough
market conditions in Hong Kong film industry. These changes
have diversified the Group’s revenue sources and positioned it to
better in the year to come.

2006 continues to be a difficult year for Hong Kong film industry.
In addition to the decline in popularity of Hong Kong-made movies
in Mainland China, the emerging of stream broadcasting
technology makes piracy much more easier and further erodes
the box office receipts of Hong Kong-made movies in Mainland
China. As a result, Hong Kong film companies are conservative in
film investments. In view of the sluggish market condition, we
have slowed down our film distribution activities.

Despite a challenging year, we achieved an important milestone
during 2006. We have diversified and broadened our revenue
sources by acquiring a property investment company in June 2006.
The major asset of the property investment company is a property
located at the centre of Beijing, China. The property is currently
under renovation and being transformed from an apartment
complex into serviced apartments. As there is an upward trend in
the Mainland China’s property market and demand exists for high-
quality serviced apartments in Beijing, we currently intend to hold
the property as a long-term investment for rental purposes. We
again restructured our film distribution division to ensure a lean
overhead and cost effective operating structure.

On behalf of the board of directors, | would like to take this

opportunity to thank our dedicated team, shareholders and other
stakeholders for their continued support.

Heung Wah Keung
Chairman

Hong Kong, 26 April 2007
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