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It gives me great pleasure to report that it is “steady as she goes” as
the Golden Harvest Group begins its recovery. After many years of
losses, | am pleased that we are able to report a modest profit of
HK$5.2 million for the full financial year. The results would have

been better if not for legal costs incurred in an ongoing dispute.

Our multiplex cinema in Shenzhen is doing better than we had
expected. It had been ranked amongst the top grossing cinemas in
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terms of Box Office in China since its opening but in the months of
July and August 2006, had the signal honour of being No. 1 in the

whole country.

We will strengthen our presence in Shenzhen and will open two
more multiplex cinemas there in 2007. Both will be in the Nanshan
district and the first will be a 6-screen 1,200 seater at Coastal City
whilst the second will be an 7-screen 800 seater all business class
cinema at Holiday Plaza in joint venture with China Film. Work has
also commenced on Phase 2 of our existing cinema at City Crossing.
This second phase will add 5 screens with another 1,000 seats, which
we believe will allow us to maintain its position as the leading cinema

in China.

In Taiwan, things are also going well. We have renamed the cinemas
we acquired from Warners, “ Vieshow”, to reflect the Chinese name
“EF5" by which they are more popularly known. We have committed
to a 9 screen 1,800 seater at Taipei station, which is scheduled to
open in the first quarter of 2009 and will strengthen our presence in
the west of Taipei City. We have commenced a film distribution business
in Taiwan and this will benefit from and add to our ability to source
independent films for the region from the various film markets.

We completed a fund raising exercise to raise HK$120 million in
convertible bonds and this has strengthened our financial position
considerably. The success of our Shenzhen cinema has also raised

the profile of our group as a premier cinema operator and this has
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resulted in an increasing number of enquiries from various real estate
developers in China. We are reviewing various opportunities but will
adhere to our basic strategy of only building the best in each city

that we commit to. That will still give us enough to do.

We are also closely reviewing our asset deployment across the region
and may decide to redeploy some assets in order to improve our strategic

focus and to concentrate our capital in markets with better returns.

All in all, it is gratifying that after many years of hard work, | can
report that we are back on the growth path as we continue with our
mission of building the Chinese film industry.

| wish to thank all our staff for the commitment, passion and diligence
they show as they go about their daily work. I would not have these
encouraging results to report if not for their hard work and dedication.
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Raymond CHOW Ting Hsing

Chairman

Hong Kong
19 October 2006
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