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The year 2004 has been a tough one for Hong Kong’s film
industry. During the year, the industry showed little signs of
recovery from the sustained economic downturn in the last
few years and the blow inflicted by the Severe Acute
Respiratory Syndrome (“SARS”) outbreak. Instead, it suffered
from unexpected impact brought by the latest information
technologies. Proliferation of BT downloading, pirated VCDs
and other illegal activities has not only seriously threatened
the normal operation and revenue of the local film industry,
but also shaken the enthusiasm and confidence of investors
and film workers.

As one of the leading Chinese language film producers, the
Group has made every effort to ensure that it is well-prepared
for such challenge. Conforming to its highest standards, the
Group has launched a range of high quality productions on
different themes. During the year, the Group produced a total
of 11 films, accounting for 18% of the 61 Hong Kong films
produced in the year. Fantasia, our Chinese New Year
blockbuster, recorded the second highest box office of all
local films in 2004.

As the local market is unlikely to experience any breakthrough
soon, the Group will shift its focus to overseas markets in the
coming years. The Group is able to take advantage of our
close partnership with PRC enterprises formed in recent years.
With these advantages, and the support of its huge film library,
the Group will continue to make joint production with PRC
producers, and endeavour to become a major supplier of Hong
Kong films in the PRC. With an enterprising spirit, the Group
will also utilise various resources to produce more films tailored
to the tastes of the PRC market. As early as 2001, the Group
acquired Riche Multi-Media Holdings Limited and One Hundred
Years of Film Company Limited as springboards for penetrating
the mainland market. By virtue of the leading position already
established by these companies in the PRC, the Group sought
opportunities to make joint development with other filming
enterprises in the PRC, to bring up investments in the
production of films for screening in Hong Kong and the
mainland, and to extend the Group’s distribution business to
mainland provinces and municipalities through the
geographical and network advantages of our mainland
partners. Our biggest question, however, will be how to
accommodate and balance the different censorship systems
and audience tastes in Hong Kong and the PRC, so as to add
variety to the films and provide quality entertainment to the
audience in both places.

As one of the leaders of Hong Kong’s film industry, the Group
will continue to focus on film production as its core business.
The Group strongly believes that quality is the key to restoring
the local film industry’s past glory. As always, the Group will
stick to its stringent quality control measures and carefully
select film topics. It will closely monitor the changes in local
and PRC markets, adapt to the latest trends with a flexible
mind, and study the preference and tastes of the audience.
The Group looks forward to invigorate the Hong Kong film
industry with more high quality and original productions.
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Apart from film production, performance and entertainment
will also constitute an important part of the Group’s plan for
future development. The Group has a large pool of performance
and entertainment artists, most of whom are highly professional
and experienced in stage arts. The Group will strive to create
more performance opportunities for our artists, so that they
can bring their talents into full play by taking part in other
performance activities other than film production. This will not
only increase their exposure and popularity in the entertainment
sector, but also create new business opportunities and
generate additional sources of income for the Group.

In order to consolidate our competitiveness, the Group will
continue to maintain good relationship with its senior artists.
In addition, it will continue to explore and foster talented artists,
and seek more from the PRC, Hong Kong and Taiwan. The
joining of more talented new blood will enhance the Group’s
competitiveness and bring fresh input into the local
entertainment industry. Also, the Group will optimise the
management and coordination of its artists management
business, so that it can operate in a much more systematic
and efficient manner.

Confronted by the downturn of the local film industry and fierce
competition from overseas, and in order to achieve
breakthroughs from the present difficulties, the Group must be
flexible in its operations and diversify its entertainment business
portfolio. As such, the Group will utilise its resources
accumulated over the years and advantages in film production,
and explore all possible opportunities in downstream industries.
It will develop new services, re-package and re-position its
products, and spearhead its development with businesses that
have good potential.

Despite all the difficulties we experienced last year, our artists
and backstage workers have devoted their support to our film
production. Thanks to the remarkable leadership of the
management and the unity of our staff, the Group has managed
to come up with high quality products even under such tough
circumstances. Looking forward, the Group will continue to
explore new revenue sources and control its expenditure. It
will make full use of its resources to develop long-term business
opportunities and generate favourable return, as a token of
gratitude to the support of our shareholders over the years.

Heung Wah Keung
Chairman

Hong Kong, 26th April, 2005



