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On behalf of the board of directors (the “Director(s)") (the “Board”)
of Universe International Holdings Limited (the “Company”), | am
pleased to present the 2005/2006 annual results of the Company
and its subsidiaries (collectively the “Group”).

Dividends

In view of the Group’s strong and healthy cash position, the Board
has resolved to recommend the payment of a final dividend of
0.9 HK cent per ordinary share (2005: Nil) for the year ended 30th
June 2006 at the forthcoming annual general meeting to be held
on Friday, 24th November 2006 (the “AGM").The final dividend is
expected to be payable on Wednesday, 20th December 2006 to
those shareholders whose names appear on the Register of
Member on 24th November 2006, subject to the approval of the
shareholders at the AGM.

Closure of Register of Members

The Register of Members of the Company will be closed from
Tuesday, 21st November 2006 to Friday, 24th November 2006,
both days inclusive, during which period no transfer of shares
will be registered. In order to qualify for attending the AGM and
the proposed final dividend, all transfers of shares accompanied
by the relevant share certificates and the appropriate transfer
forms must be lodged with the Company’s Share Registrar in
Hong Kong, Abacus Share Registrars Limited, at Level 25, Three
Pacific Place, 1 Queen’s Road East, Hong Kong for registration no
later than 4:00 p.m.on Monday, 20th November 2006.
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Chairman’s

Operating Results

For the year ended 30th June 2006, the turnover and gross profits
for the Group decreased by 46.9% and 17.4% over the same
period last year, to HK$93.4 million and HK$26.8 million
respectively. Gross profit margin nevertheless improved to 28.7%
from 18.4% in the same period last year, as a result of effective
cost control measures and streamlining of the video distribution
operation.The closure of the unprofitable machinery leasing for
optical disc replication business in last financial year also
contributed to the improvement.

Despite lower gross profits, profit attributable to equity holders
of the Company rose by HK$17.5 million to HK$27.3 million
mainly due to an
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(2005: HKS$7.1 million).
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arising from increase in
fair value of the investment properties, profit after income tax
would be approximately HK$2.6 million (2005: HK$2.7 million).
Earnings per share was HK1.68 cents compared with HK0.61 cent
during the corresponding period in 2005.

During the year under review, the operating environment of the
video distribution business remained difficult, plagued by intense
price competition and illegal distribution of
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file sharing activities. In view of the trend of a
contraction of local exhibition market, the Group
continued to be prudent and cautious in the production
of new films and television series, resulting in fewer

releases during the year. Together, these factors have

(LA RARRRR NN NRNARENNE) resulted in a decrease in the Group's turnover.

To respond to the above negative factors, the Group continued
to streamline its operations and focus on the production of
contents that cater for the demands of various markets. These
efforts have proved successful as the Group has maintained its
profitability despite the unfavorable and difficult operating

environment for the industry.
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Looking ahead, there appears no clear sign that the current local
market environment will improve. With a view of forming a solid
foundation for long-term growth, the Group  TTFITITITTITETITIIIIND]
will place strong emphasis on the
production of high quality films and
television series to strengthen its library
and will be more proactive and sensitive in
responding to the fast changing markets
demand.We believe such continued efforts
will enhance the Group's economic benefits
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and in turn, produce greater return for
shareholders.

Appreciation

I would like to take this opportunity to express my deepest
gratitude and sincere thanks to my fellow directors and our staff
for their dedication and contribution to the Group in the past
year. | would also like to thank all our customers and our
shareholders for their continued support.

By Order of the Board
Lam Shiu Ming, Daneil
Chairman

Hong Kong, 19th October 2006



