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During the financial year, our company
achieved two major milestones. In December
2004, we opened our latest multiplex in
Shenzhen. In February 2005, we completed
the acquisition of the Warner Village chain of
cinemas in Taiwan. Both are critical pieces in
our ongoing mission to build the largest
distribution and exhibition business within the

Chinese language film markets in Asia.

In Shenzhen, we have built what we believe
is the best multiplex in Southeast Asia and
China at the MIXC Mall. We were given the
opportunity by the landlord, China Resources,
to design for them, and ourselves, every
aspect of the multiplex. We are grateful for

their confidence in us and | am pleased to
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report that the results have been most
gratifying. With only 7 halls, including one Gold
Class premier hall, we have steadily improved
our performance over the last few months. In
July and August 2005, Golden Harvest
Shenzhen was ranked No. 2 in terms of box
office takings in the whole of China. This is a
signal achievement for us and due recognition
must be given to the hard work put in by our
diligent and passionate employees determined
to rebuild Golden Harvest in these very

challenging times for the film industry.
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Regional Cinema Network

of Golden Harvest
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Taiwan &%
(93 screensF )

Shenzhen FJI
(7 screens¥ EE)

Hong Kong &

(26 screens B2 )

Malaysia 5% i 38

(156 screens® &)

It has also proved that our decision to move
the cinema industry up-market, to avoid the
impossible low prices brought about by piracy,
to be correct. There is a select group of
moviegoers who will pay a premium for first
run films screened in a conducive environment
in a well-designed and well-built cinema hall.
Cinema going cannot be cast as mass-market

entertainment any more.

We intend to strengthen our present
preeminent position in Shenzhen and have
therefore planned to develop a second site and
are also in discussions with China Resources

to begin construction of phase 2 to add 5 more

Singapore
(58 screens B2 )
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screens. With the strengthening economic
relationship between Shenzhen and Hong Kong,
we are quietly optimistic that the possibility of a
“‘common market” across the Lowu border may

become a distinct possibility.

In Taiwan, we have, after very long drawn
negotiations, secured ownership of the largest
cinema circuit there in partnership with a few
key Taiwanese partners. Warner Village has 9
sites under lease and management, which
accounts for approximately 42% of Taiwan’s box
office. Added to our existing presence in
Singapore, Malaysia and Hong Kong, we now
have a dominant presence in the exhibition

industry in the overseas Chinese market.

We have worked hard to ensure that upon
completion of the acquisition, the business
terms under which Warner Village operates, is
fundamentally sound. Warner Village had been
unprofitable since they started business 7 years
ago and | am therefore very pleased to report
that Warner Village has hit the ground running
and have been in profit this year. Even more
pleasing, the business is growing at a steady
pace. Much credit for this is due to the dedicated
staff we have assigned there, working closely
with our local partners. This is again quite an
achievement for Golden Harvest and | am
personally committed to restoring Taiwan as a
major market for Chinese language films, as it

once was, 20 years ago.
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We are now turning our attention to Hong Kong,
where we were founded 35 years ago. The
industry remains in the doldrums but there are
now exciting collaborative efforts in co-
producing films between Hong Kong and the
PRC. This joint effort will be the future focus of
the Chinese language film industry. | earnestly

support all efforts to make this a success.

To bring people in Hong Kong back to the
cinemas, we will also want to move up-market.
We have spent substantially in upgrading our
cinemas at Grand Century Place in Mongkok,
as we will our other locations. However, the
best cinemas still need to be designed from
the ground up in early collaboration with
property developers. Our success in Shenzhen
has attracted the interest of some developers
in Hong Kong and we are hopeful that with
the forthcoming amendments to the Hong Kong
Fire Code, we will be able to bring the best of
high quality multi-screen cinema entertainment

to Hong Kong soon.

Hong Kong has been the centre of the Chinese
language film industry for many years. Talent
and capital are attracted here because of its
open system of government, the liberal press
and the independence of its courts. Those who
work in the creative industries and deal with
intellectual property are no different. Hong

Kong is uniquely positioned to join together the
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overseas Chinese markets and the huge market
within the PRC. All of us at Golden Harvest are
working hard to bring about the fulfillment of this
vision, not only for ourselves and our
shareholders, but also for Hong Kong and the

Chinese film industry.

All our employees are dedicated to this mission
and on behalf of our shareholders, | wish to
thank them for their hard work during the past
year. Much remains to be done but the
achievements last year make me that much

more confident for the future.
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Raymond CHOW Ting Hsing
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Chairman
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Hong Kong, 13 October 2005
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