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Hong Kong’s economy has seen a rebound since 2004,
after several years of deflation period triggered by the
collapse of the property market and the Asian financial
crisis. Unfortunately, the local film industry has not
benefited from this and remained in the doldrums for
the period under review. The market in general was
lackluster due to the shortage of commercially appealing
products. Hong Kong produced only 64 Chinese
language films in the year 2004. This low number has
affected the Group in several areas: we had fewer films
to distribute, fewer films to screen in our cinemas, and
fewer films using our laboratory services. In contrast to
the weak performance in Hong Kong, our overseas
associates and joint ventures have continued to perform
strongly this year. Net profit contributed by the overseas
exhibition businesses have improved nearly 3 times to
some HK$22 million since its turnaround in 2003.

The Group continues to focus on its core businesses of
distribution and exhibition. During the year, the Group
succeeded in making several strategic investments,
which have largely consolidated our market position in
the region. In February 2005, the Group acquired a 40%
equity interest in Warner Village Cinemas Co., Ltd.
(“WVT”), the largest cinema chain in Taiwan. We have
also increased our stake in TGV Cinemas Sdn. Bhd.
(“TGV”), one of our joint ventures in Malaysia, to 50%,

RBWEMET S B KEE DM

CRERSIBHFREDRE B
KEB_ZTMFREERARE - T
ENR O AMEFELRZE RN
BEAEANDREEARE - R A
BERSINZEMER  BEMS
TELER ZTTNMF - FEREY
ETOAMEZEY - BIEFEREY
AEEERZTEAYE  BEEY
BT B RERAEESE
RN RBE 2 EXEE EHER
Do HERBEBZESBERR A&
BENBERRREE DA ﬁ$¢
B2REABERY - i%ﬁhm

XBE-_TT=FEEAR®E

%M&%xs%iﬁmzommmm%xo

REBBEBRZ TN ETRERE
EERLER - AFERN - A&H
REL ZHRBMERE - RKZE
ETASEREAZMHBHA - B
ZETRhF A AKEKETAE
EBHRAIEEBAREMNBEFTEL A
A ([EMEFE]) 240%RAEE -
AEBTEEMTRASEERF —
XBERAEAE QA TGV Cinemas



'I‘.!fﬂi 40

and opened our flagship multiplex cinema in Shenzhen. These
investments were financed by the issue of new shares and bank
borrowings, which are further discussed in the Liquidity and
Financial Resources section of this report. The above investments
have been performing to our satisfaction, and we expect them to
contribute profits to the Group in the years ahead.

For the financial year ended 30 June 2005, the Group incurred a
loss of HK$13 million, as compared to a loss of HK$12 million
last year. The loss before tax of HK$0.7 million included a gain of
HK$43 million, representing a negative goodwill arising from the
acquisition of the WVT cinema chain, and from increasing our
stakes in TGV. The investments in Taiwan’s WVT and Malaysia’s
TGV are classified as jointly-controlled entities under the current
accounting standards and are equity accounted for in the financial
statement. The exhibition business of our overseas associates
and joint ventures continued to be robust, and contributed
approximately HK$33 million profit before tax to the Group. In
contrast, the Hong Kong market remains weak due to an
insufficient supply of quality Chinese language films. Consequently,
our local exhibition, distribution as well as the processing
businesses in Hong Kong were badly hit. Our turnover dropped
by 7% despite the opening of the Shenzhen multiplex during the
year which partially offset the drop in turnover. Gross profit was
down by HK$24 million mainly due to an under-performance in
the distribution segment, both for Chinese language films and
Panasia-licensed non-Chinese language films. We have continued
to keep our total operating costs to the minimum and the increase
of HK$7 million for the year came mostly from our newly-opened
flagship cinema in Shenzhen. Other operating expenses were up
HK$8 million to HK$14 million mainly due to the write-off of certain
assets and one-off expenses incurred for exhibition business.
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Film Distribution

Total box office of Hong Kong films was HK$905
million, down 7% from HK$973 million the
previous year. Of this, Chinese language films
grossed a total of HK$344 million, a drop of 32%
from HK$506 million last year.

The Group distributed 15 Chinese language films
and 36 non-Chinese language films in the current
financial year, versus 21 Chinese language films
and 21 non-Chinese language films last year. As
a distributor, although the Group handled some
of the stronger local films such as “Initial D” and
“New Police Story”, our market share fell to 28%
from 34% due to a lesser number of films and
the lack of success of the other films. Our
Chinese language film library proved valuable by
contributing a royalty income of HK$13 million to
the Group during the year. The Group’s overall
distribution income of Chinese language films
however, fell by HK$13 million from last year.

The box office takings for non-Chinese language
films increased 20% to HK$561 million. This year,
we released a total of 36 films, 15 more than last
year, and improved box office takings to HK$109
million, compared to HK$65 million last year. The
Group started to distribute DreamWorks pictures
through United International Pictures (“UIP”)
during the year. With a greater number of
commercially successful non-Chinese language
films from Panasia and UIP, the Group’s market

share increased from last year’'s 14% to this year’s
20%.
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With the acquisition of the largest cinema chain in
Taiwan and opening of our flagship multiplex in
Shenzhen, the Group now operates 340 screens in
48 cinemas in the Asia region. Golden Harvest is the
dominant market player in the territories in which it
operates, except Hong Kong where the market still
suffers from over competition.

In Hong Kong, performance was dismal due to the
weak market as explained above. The Group took
advantage of this Iull in business to renovate one of
our cinemas, GH Mongkok. Our market share slightly
dropped to 14% accordingly.

In Mainland China, the Group’s flagship cinema, the
Golden Harvest (Shenzhen) Cinema, posted
encouraging results since its opening in December
2004. The box office takings amounted to RMB12
million in its six and a half months of operation and
was consistently ranked among the top three in box
office takings in the People’s Republic of China. The
Group’s market share in Shenzhen is approximately
40%.

In Malaysia, the market box office was up 14% to
RM158 million, representing a consecutive four-year
double digit growth since 2002. The Group
maintained its market share above 80% through its
two joint ventures in Malaysia, TGV and Golden
Screens Cinemas Sdn. Bhd. (“GSC”). To take
advantage of this strong growth in the Malaysian
market, the Group has increased its stakes in TGV
to 50% in March 2005. Although TGV’s market share
slightly slipped from 35% to 33% due to opening of
new multiplexes by GSC and independent
competitors, its EBT and its net contribution to the
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Group improved significantly. TGV's EBT was up
by HK$3 million from the previous year to HK$23
million and contribution to the Group also
improved by HK$2 million to HK$6 million.

GSC opened 2 multiplexes with 22 screens during
the year. GSC’s revenue increased by 16% to
HK$217 million this year, with EBT up HK$3
million to HK$24 million as compared to the same
period last year.

Singapore’s market continued to grow steadily
at 8% to S$118 million. Golden Village Multiplex
Pte Ltd (“GVM”), the Group’s associate,
contributed a net profit of HK$14 million, up HK$2
million from HK$12 million last year. One of the
GVM'’s key cinemas in Marina Square closed for
renovation work for a large part of the year, but
in spite of this, GVM’s market share was
maintained at 44% with EBT up HK$12 million to
HK$44 million. In May 2005 the Group
commenced proceedings in the Hong Kong court
to wind up Dartina Development Limited, the
holding company of the Singapore joint venture
with Village Roadshow, on the grounds that the
Group had not been properly included in the
management of the joint venture. The Group is
hopeful for a positive outcome of these
proceedings, thereby preserving the integrity of

the Group’s investment.
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In Taiwan, the market box office grew with an
aggressive programming strategy adopted by the
Group. WVT had ended its seven years of losses
and turned around this year. However, the Group
shared a loss subsequent to the completion of
acquisition in February 2005 as March to May is
traditionally a slack period in Taiwan. With the right
marketing and programming strategies, we are
optimistic that WVT will now consistently post a
positive contribution to the Group in the years ahead.

Hong Kong will continue to be the base of the Group’s
operations, strongly supported by our regional
network. The Group will continue to focus on
development of the Greater China market and
strengthening its pan-Asian footprint. The Group is
currently taking careful steps to explore new sites for
our cinemas.

During the year, the Group successfully raised new
fundings through new share placements, rights issue
and bank borrowings in an aggregate amount of
approximately HK$200 million. The funds were used
to finance a variety of new projects and planned
investments as well as providing general working
capital to the Group. Some of these projects include
the opening of a multiplex cinema in Shenzhen, the
acquisition of a 40% interest in WVT, and increasing
our stake in our Malaysian joint venture TGV.

In August 2004, the Group placed new shares to
Typhoon Music (PRC) Limited, an independent third
party. Net proceeds of HK$36.3 million were raised.
In January 2005, the Group raised net proceeds of
HK$60.9 million from a rights issue. The Group further
placed new shares to an independent third party,
Asset Managers (China) Fund Co., Ltd. in March
2005, in the amount of HK$7.6 million.
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In addition, the Group obtained four bank loans
during the year and as at 30 June 2005, the
bank borrowing balance stood at HK$90 million.
The terms of the loans are spread over a period
of less than one year to five years. These loans
are secured by the pledge of certain assets/fixed
assets and bank balance of the Group and the
shares in a wholly-owned subsidiary and a jointly-
controlled entity. The bank borrowings are in Hong
Kong dollars, Renminbi and US dollars with
interest rates ranging from 5% to 9% per annum.

As at 30 June 2005, the Group’s cash balances
was at HK$16.7 million and the net current
liabilities stood at HK$38.7 million. Gearing ratio,
calculated on the basis of external borrowings
over total assets, was 14.3%. The Group had
contingent liabilities of HK$17.3 million at the
year-end date (30 June 2004: HK$17.1 million)
in respect of a guarantee of a banking facility
granted to an associate.

The Group’s assets and liabilities are principally
denominated in Hong Kong dollars except certain
assets and liabilities associated to the investments
located in Singapore, Malaysia, Taiwan and the
PRC. Since the exchange rate of the currencies
in these territories have been relatively stable for
the past two years, the directors are of the view
that the Group’s exposure to currency exchange
risk is minimal. Accordingly, the Group did not

carry out any hedging of foreign currencies.
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Subsequent to 30 June 2005, the Group obtained

another bank loan facility of HK$2.3 million in July
2005 to improve its general working capital. The
banking facility is secured by the leasehold land and
building of the Group.

In July 2005, the Malaysia Ringgit and Renminbi were
unpegged from the United States dollars. The
directors will continue to assess the exchange risk
and exposures, and will consider all possible hedging
measures in order to minimise the risk at a reasonable
cost.

On 10 October 2005, the Group entered into a Letter
of Intent to dispose of its 5% equity interests in a
jointly-controlled entity at a cash consideration of
US$2.15 million, approximately HK$16.7 million.

In order to improve the Group’s financial position and
to finance new projects, the Group will continue to
seek support from its bankers; explore opportunities
for different sources of financing and implement
measures to tighten cost controls over various general
and administrative expenses to attain profitable and
positive cash flow operations.

As at 30 June 2005, the Group had 228 (2004: 186)
permanent employees. The Group remunerates its
employees largely based on industry practice. In
addition to salaries, commissions, mandatory
provident fund and discretionary bonuses, share
options are granted to certain employees based on

individual merit.

RZZEZERAFAA=THE  A&EERN
—EZTRFLt ARG S —ERTEXR
#2,300,00087TC ' AhEH—KEESE
T RERTRMEDIUNAEE HEL

#REFER -

RZZEZTAFLA  BRATEEAR
%ﬁ%m%ﬁ°§$%%ﬁﬁﬁfﬁﬂ
W ERMB AT ZE R

&éﬁﬁﬁm@%@ﬂﬁﬁ°

R_ZEZRFE+ATH AEBY—

Z . RE4£KE2,150,000% T

(#716,700,0008 0) HEER —K K[
J

BRI DR Z5%M AR

= 48

RTREREBRZHMBMA R BFHER
BE AEESEEFMERRITZIX
o oRESERERS  THZE-R
RATH R X B i U R K AN £ 4 4 A 0 7
RKLHAXBHRBRMNBLESERER

=
= °

RZZEZTERFA=+TH AEEHF228
Z(ZEZTMF : 186%) 2 BEE - A&
EXZREBETXEBHECEETM - K
BHIEAEE RBBEEK
TREEARBEARRM

He - fHe
ZAEELON - &
ERERE -

GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED £ R £ (@) ER 27

ANNUAL REPORT 2005 % #

025



