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MISSION
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At Golden Harvest we operate by the motto:
LOVE LIFE, LIVE LIFE. We possess:

* Passion for our industry

» Creativity to produce top products
» Openness in our deals

* Responsibility  to our public

* Teamwork for success

To expand horizons and to enable people
to live outside the realms of their lives
through the world of films. By providing
creative entertainment, Golden Harvest
enriches and inspires people to live life to
the fullest.

BATEHN [RELE « EX4E| REEME
FREE A o Fffd -

 SBEER RRANES
« HEEME  IABRBAE
 HERDS  BTATLN
« HUHEAR  REEERE
« BEFS)  BIERER

BEAEEBIEHRESERSERMREHNE - AR
BRBEYERES —EETEENZR - 5B X
MEEFERER  KMSEIAEEETER &
ESEOE P

To be the world’s leading Chinese entertainment cbmpany 2
RAREZIRE BBV ET R




CONTENTS
H &%

2 Corporate Information
. NIk
T WS
s Jb_i'l 4 Biographical Details of Directors
’ EREABE

12 Chairman’s Stafement
TEREE

14 Management Discussion and Analysis
EREREOIT

FINANCIAL INFORMATION
B &R

25 Report of the Directors
Exents

53 Corporate Governance Report
hEELmE

66 INndependent Audifors’ Report
EERVR - GE e

68 Consolidated Income Statfement
FalEmE

/0 Consolidated Balance Sheet
FeBEERER

74 Company Balance Sheet
NABEAEBX

76 Consolidated Staternent of Changes in Equity
FAESEBRE

80 Consolidated Cash Flow Statement
FEREMER

84 Notes to Financial Stafements
BRI eT

ERREER(KE)FRAT
2008 &3k



Corporate Information

GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED

Annual Report 2008

N RIE R

EXECUTIVE DIRECTORS
HITES

WU Kebo (Chairman)

thym (£/E)

Winnie CHAN Suet Yin
BREE

Fiona CHOW Sau Fong
BHH

(also alfernate to Chow Siu Hong)

(AN EZBEES)

WANG Wel
Fk

WU Keyan
thre ik
(alternate to Wu Kebo)

(RERKZEEESR)

NON-EXECUTIVE DIRECTORS

FATES

Eric Norman KRONFELD

Tokashi ARAK]
FRAEE 7]

CHOW Siu Hong
Nz

SHEN De Min
TRER

INDEPENDENT
NON-EXECUTIVE
DIRECTORS
BYFATES
LEUNG Man Kit

REM

George HUANG Shoo-Hua

Prince Chatrichalerm YUKOL

COMPANY SECRETARY
NEWE

CHEUNG Wing Leung

HRIKR




REGISTERED OFFICE
SR

Clarendon House

2 Church Street

Hamilton HM 11
Bermuda

PRINCIPAL PLACE OF
BUSINESS

FEER MU

16th Floor

The Peninsula Office Tower
18 Middle Road
Tsimshatsui

Kowloon

Hong Kong

BB

b

e

FhfEE -+ 5%
FERFEAE

+RiE

PRINCIPAL BANKER
EEERRAT

The Hongkong and Shanghai
Banking Corporafion Limited
BB DSEZRITARAR

AUDITORS
2

KPMG

Cerfified Public Accountfants
8th Floor

Prince's Building

10 Chartfer Road
Central

Hong Kong

BB tANE AT
MEEETRD

HE

iR

EITE TR
NFRE

AN

PRINCIPAL SHARE
REGISTRAR AND
TRANSFER OFFICE
FERDBFETE

Butferfield Fund Services
{Bermuda) Limited
Rosebank Centre

11 Bermudiana Road
Pembroke, HVIO8
Bermuda

Corporate Information 2 & & #}

HONG KONG BRANCH
REGISTRAR AND

TRANSFER OFFICE

ROBFELEEEDE

Tricor Tengis Limited

26th Floor

Tesbury Centre

28 Queen’s Road East

Hong Kong
EERFERAA

S

SERNER=T/R

TEEPL

WAV

WEBSITE
uk

hitp://www.goldenharvest.com

STOCK CODE
AR

1132

ERREER(KE)FRAT
2008 &3k




Biographical Details of Directors

CHAIRMAN AND EXECUTIVE
DIRECTOR

Mr. Wu Kebo ("Mr. Wu”),

aged 45,

is the chairman of the Company and currently
a direcfor of Chengtian Enferfainment Group
(Infernational) Holding Company Limited and
("Chengtian”). Chengtian,
incorporated in the British Virgin Islands with
limited liability, was founded by Mr. Wu in 2004
and is principally engaged in tfelevision and
film production, music and musical production,
arfist management and advertising business in
the PRC. Since founding Chengtian in 2004, Mr,
Wu has expanded fthe business of Chengtian
info felevision and film production, music and
musical production, artist management and
advertising. Specifically on film, Mr. Wu acted
respectively as executive producer of the two

its subsidiaries

well-received blockbuster Chinese films Red Cliff
and The Warlords, as well as producer of ofher
Chinese ftitles including Call for Love, | am Liu
Yuejin and Dangerous Games. In addition, Mr.
Wu has been involved in high-fechnology and
communications businesses since the 1990s. Mr,
Wu graduated with a Bachelor degree of Business
Administration from the SOKA University Japan
in 1992.
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EXECUTIVE DIRECTORS

Ms. Chan Suet Yin Winnie ("Ms. Chan”),
aged 37,

began her career working for Arthur Andersen as
management consultant, specializing in strategy
development and investment planning & analysis
for clients mainly in the media, felecommunications
and infernet sectors in Asia including Mainland
China. Ms, Chan then joined TOM Group Limited
(then tom.com Limited) as a general manager
and assisted in the company’s IPO in 2000. She
subsequently took up various developmental and
operational responsibilities, and led a number
of corporate and commercial inifiafives across
the media and enfertainment businesses (TV,
sports, internet, outdoor and publishing) which
the company operates in Greater China. In 2006,
Ms. Chan decided fo become an independent
consultant, and since then had served clients
from media/advertising industfries on investrment
and corporate development projects. Ms. Chan
graduated Befta Gamma Sigma with an MBA
degree from the University of Michigan; and a BBA
degree in Accounting from the Chinese University
of Hong Kong. She was admitted as member of
American Institute of Certified Public Accountants
and the lllinois CPA Society in 1995,

Ms. Chow Sau Fong, Fiona ("Ms. Chow"”),
aged 36,

is an executive director of the Company. She has
extensive experience in financial management
and strategic planning in the Greatfer China
region where she served a number of mulfinational
corporations. She has worked in management
consultancy and investment projects, specializing
in financial services and media industries in
both the Asian and U.S. markefs. Ms. Chow
holds an M.B.A. in Finance and Entfrepreneurial
Management from the Wharton Business School
at the University of Pennsylvania, and a B.A.
(Honors) in Business Administration from the
Chinese University of Hong Kong.
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Biographical Details of Directors & % 1E A

Ms. Wang Wei (“Ms. Wang”),

aged 48,

is the general manager of the Fim Division
of Chengtian. With extensive film production
experience, she has been involved as producer or
execufive producer in various projects including
Urga, In the Heat of the Sun, Keep Cool, Shanghai
Triad, Pillow Book, Happy Times, Purple Butferfly,
The Sun also Raises and My BlueBerry Nights.
Before joining Chengtian, Ms. Wang served as
the manager at ALPHA-FILMS, Frenchfinanced,
production and world-wide distribution company.
Ms. Wang also founded Lou Yi Limited, @
film production company in Hong Kong. Ms.
Wang graduated with an MBA in Marketing
& Management at the Ecole Superieure des
Sciences Economigues et Commerciales (ESSEC)
and a Master of Arfs in French and Chinese
Literature atf the Foreign Languages Institute in
Beijing, China.

Ms. Wu Keyan ("Ms. Wu"),

aged 37,

had served in corporations in Japan and Hong
Kong andis currently the deputy general manager
of Holdrich Investment Limited, which specialised
in felecommunications, semiconductor and
fechnology-related businesses. Ms. Wu graduated
with a Bachelor’s degree in Business Management
from fthe Faculty of Commerce at Takushyoku

University in Japan in 1996.
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NON-EXECUTIVE DIRECTORS

Mr. Eric Norman Kronfeld,

aged 6/,

graduated with a Bachelor of Arts Degree with
disfinction from Swarthmore College in 1962 and
a Bachelor of Laws degree from the Harvard Law
School in the US in 1965. Aftfer he had worked as
a law clerk to The Hon. J. Edward Lumbard, the
Chief Judge of the United States Court of Appeals,
Second Circuif, he joined Machat & Kronfeld in
1966, a law firm with one of the world’s largest
music business client lists where he became a
partner and remained with the law firm untfil
1980. Mr. Kronfeld was a co-founder and the
former Chairman of Philadelphia Infernational
Records from 1969 to 1975. He is also the founder
of Maverick Productions, Ltd. ("Maverick”) and
has been the Chairman and Chief Executive
Officer of Maverick since 1973. Maverick has
produced albums by The Eagles, Eric Clapfon,
The Who, Faces, etc. and acted as the strafegic
consultant for mulfinational corporations in
media including UST, Inc. (formerly known as
US Tabacco, Inc.), PolyGram Inc., Time-Warmer
Inc., EMI, efc. From 1991 onwards until 1998, Mr,
Kronfeld was the President and Chief Operating
Officer of PolyGram Holding, Inc. and was a board
member of PolyGram International Management.
From 1999 fo 2003, he was a member of the
board of directors of listen.com which was sold
fo Real Networks Inc., a Nasdaqg listed company.
Mr. Kronfeld has almost 43 years’ experience in
strafegic management and consultancy in the
worldwide music industry. He is also a director
of Typhoon Music (PRC) Limited, a substantial
shareholder of the Company.
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Biographical Details of Directors & % 1E A

Mr. Takashi Araki (“Mr. Araki”),

aged 51,

is the chief operatfions officer and senior
executive director of Avex Group Holdings Inc.
(CAvex’, together with its subsidiaries, the "Avex
Group”), a company listed on Tokyo Stock
Exchange First Section. Avex Group consists of
various enfertainment-orienfed companies both
in Japan and overseas and Avex holds 20%
of the issued share capital of Chengtian. On
fop of his role as a chief operations officer in
the holding company which he has assumed
since 2004, he is also the chief executive officer
of various subsidiaries of Avex Group Holdings
Inc., such as Avex Markefing Inc., a company
which is engaged in the distribution of music
and visual confent through digital and physical
channels, and Avex Management Service Inc.,
a company providing consultation services to
the Avex Group. Mr. Araki is also a non-executive
director of Avex's sfrafegic partner companies
such as Dwango Co. Ltd., a Tokyo-based most
advanced digifal service provider, which is listed
on fhe Tokyo Stock Exchange First Section, and
Chengtian, with whom Avex founded a joint
venture known as Avex China Co., Ltd. in Beijing.
With his extensive experience from his past
responsibilities as a banker and a fund manager
at Bank of Tokyo (currently Mitsubishi Tokyo URJ
Bank) and Sparx Asset Management Co., Lid,,
and also from working overseas, Mr. Araki is now,
mainly responsible for corporate planning and
infernafional strategy within the Avex Group. He
is a graduate of Kyoto University with a Bachelor's
degree in economics.
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Mr. Chow Siu Hong (“Mr. Chow"),

aged 580,

is currently the president of Holdrich Investment
Limited. Mr. Chow was the managing director of
Guo Ye Enferprises Limited (formerly known as
National Brilliant Investment Limifed) from 1988
fo 1998.

Mr. Shen De Min ("Mr. Shen”),

aged 47,

graduated with a Bachelor's Degree from fthe
Faculty of Mathematics af the East China Normal
University in China in 1983 and graduated from
the Faculty of Professional Jopanese at the Meiji
Academy in Japan in 1988. Since 1999, Mr. Shen
had served a number of executive positions in
various departments of Kanemartsu (Hong Kong)
Ltd, a frading corporation with global business
presence. Mr. Shen has extensive experience in
the management and operations of multinational
businesses.
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Biographical Details of Directors Z = 1E A & &

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Leung Man Kit (“Mr. Leung”),

aged 54,

obfained a Bachelor's Degree in Social Science
from the University of Hong Kong in 1977. Mr.
Leung has over 20 years of experience in project
finance and corporafe finance. Mr. Leung held
senior positions with Peregrine Capital (China)
Limited, SG Securities (HK) Limited (previously
known as Crosby Securities (Hong Kong) Limited),
Swiss Bank Corporation, Hong Kong Branch, and
Optima Capital Limited (previously known as Ke
Capital (Hong Kong) Limited). Mr. Leung was a
director of Emerging Markets Partnership (Hong
Kong) Limited which was the principal adviser
fo the AIG Infrastructure Fund LP. Mr. Leung is
also currently Responsible Officer of North Asia
Strategic Advisors which provides advice on
corporafe finance under type 6 license granfed
under the Securities and Futures Ordinance (Cap.
571, Laws of Hong Kong) (the "SFO). Mr. Leung
is also an independent non-executive director
and audit committee member of Netkase, a
NASDAQ listed company. Mr. Leung is also an
independent non-executive director and audit
commitfee memlber of Junefield Department
Store Group Limited, China Ting Group Holdings
Limited and Anhui Expressway Company Limited,
all of which are listed on The Stock Exchange of
Hong Kong Limited. Mr. Leung is also a member
and the chairman of the remuneration committee
of Junefield Department Store Group Limited, a
member of the nomination committee of China
Ting Group Holdings Limited, and the chairman
of the audit commiffee and a member of the
Human Resources and Remuneration Committee
of Anhui Expressway Company Limited.
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Mr. George Huang Shao-Hua (“Mr. Huang”).
aged 59,

graduated from the College of
Telecormmunications Engineering, National Chico-
Tung University in Taiwan, and co-founded the
Acer Group in 1976. Mr. Huang has been heavily
involved in the development of microprocessor
fechnology applications and services and was
the first person in Taiwan fo promote and sell
microcomputers fo infernational markets in 1979,
Mr. Huang is presently Supervisor of Acer Inc.,
Motech Co., Ltd, and Les Enphants Co., Ltd.,
which are all public companies in Taiwan. He
was distinguished as an honoured graduate of
Natfional Chico-Tung University in Taiwan and also
as an outstanding graduate of Cheng-Uen Junior
High School.

Prince Chatrichalerm Yukol,

aged 695,

atfended the prestigious Geelong Grammar
School in Australia where he completed his high
school education. Thereafter he continued his
fertiary education at UCLA in California where he
gained a Bachelor’'s Degree in Geology. In 2000,
Prince Chatrichalerm was awarded an Honorary
PhD in Mass Communications from Thammasart
University in Thailand. After his graduation, Prince
Chatrichalerm embarked on his fillmnmaking
career by working on a number of his father’s
films. In 1972, Prince Chatrichalerm made his first
feature film as a director, and has since made
approximately 30 films. One of his produced films,
Suriyothai (2001) gained infernational acclaim,
and was fthe subject of collaboration with
Francis Ford Coppola, who re-edifed the film for
infernational release. Prince Chatrichalerm has
served on many advisory panels on Thai film, and
was honored with the “National Artist” award for
his services fo the film industry in Thailand.
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Chairman's Statement

TRBES

| am glad to report that 2007/08 was the best
year on record for the Golden Harvest Group (the
‘Croup”), both in ferms of admissions and box
office income with our cinema operations in Hong
Kong, mainland China, Taiwan and Singapore as
a whole. We are honored fo have served more
than 19 million theafre guest admissions across
our networks, who have brought us fo achieve
approximately HKS930 million box office income
on a full and aggregated basis (including the
gross revenue from the Group's jointly controlled
entities).

Both the Group's established businesses of film
exhibition and film distribution recorded healthy
growth and improved turnover this year. Moving
forward, our goal is to grow the reach of the
Group’s cinema networks, as well as susfain
"Golden Harvest” as a leading household brand
around the world in the film industry. The Group
will continue fo expand the multiplex business
in mainland China, meanwhile fully ufilizes the
capability and strength of film distribution so as
fo expand the Group’s business.

This year, the Group recorded impressive box
office revenue from the mulfiplex located af
MIXC Mall Phase |, City Crossing in Shenzhen
despite infensified competition. In addition, the
facilities and services of such multiplex are widely
recognized as the best in the region, which
helped us sustain our leading ranking nationally
in ferms of box office receipts. While we are now
celebrafing our best October Golden-Week ever
achieved (having box office receipfs doubled
as compared fo previous year's), we have also
kick-starfed the design and construction of our
expanding Phase Il mulfiplex at same location. The
Group believes that its position in the film market
in Southem China will be further consolidated
following the opening of the multiplex at MIXC
Mall Phase I, City Crossing in Shenzhen.
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For the mulfiplexes to be constructed in Beijing,
Wuxi, Suzhou and Hangzhou, their planning/
construction work are now in full swing. As such
multiplexes complete and launch their openings,
a number of high quality multiplexes will be
available for the audience in ofther provinces in
mainland China. Moreover, the Group will actively
seek and explore other areas in mainland China
with growth and market potentials to construct
multiplexes so as fo expand the Group’s market
sharein the cinema industry in China and develop
‘Golden Harvest Cinema” as a nationwide
superior cinema brand.

Apart from the multiplex business in mainland
China, Vie Show Cinemas operated by our
Taiwan-based joint venture and the GV cinema
circuit operated by our Singapore-based joint
venfure confinued to mainfain a market leading
position within the respective regions during the
year. Both have been working hard during the
year on creafing an exceptional enferfainment
experience for our guests with different innovative
and engaging offerings.

For film disfribution business, the Group has
disfributed a number of wellreceived Chinese
and non-Chinese language films during the year,
including The Warlords and The Golden Compass.
Recently, the 3D stereoscopic film Journey fo the
Cenfer of the Earth distributed by the Group offers
not only better visual effects fo the audience, but
also demonstrates the Group’s confinuous efforts
in bringing in new elements for ifs film distribution
pusiness and seeks to make groundbreaking
achievements. In the year ahead, the Group will
continue fo expand ifs film distribution business
in this direction so as to bring in more fanfastic
films fo the audience.

Lastbut not least, lwould like to take this opportunity
fo thank all the management and staff members
in different countries for their dedicafed efforfs
and confinuing confributions during the year fo
the Group, as well as the unreserved support o
myself as the new Chairman. | ook forward 1o
growing the business fogether with the energetic
feam, and bringing the Group to a new nexi-
level which confinuously focus on financial and
operafing discipline, and strive for befter resulfs
for our shareholders.

Wu Kebo
Chairman

Hong Kong
16 October 2008
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OPERATION AND FINANCIAL REVIEW

Group revenues amounted fo HKS620 million,
compared with HKS470 million last year. Gross
profit from confinuing operafions, with margin
mainfaining af about 53% plus, was HKS330
million versus that of HK$253 million reported last
year. Excluding discontinued operation and gain
on disposal of inferest in associate and jointly
confrolled entity, the Group recorded a net
profit of approximately HKS7 million, which was
significantly improved from last year's nef loss of
HKS23 million. Affer faking into account the two
ifems mentioned above, the Group recorded a
profit of HKST1 million for the vyear, vis-G~vis thatf
of HK$97 million last year
which included a one-
off gain of approximately
HKS 116 million arising from
The disposal of GSC, one
of our cinema circuifs in
Malaysia.

Thanks fo our focused
business strafegies and
a number of
Hollywood  blockbuster
fitles released during the

year such as Harry Potfer And

The Order Of The Phoenix and
Transformers, results from our exhibitfion businesses
were strong and continued its upward tfrend
across most ferrifories, although income from film
distribution business was relatively soff this year.
The Group confinues fo be a major and leading
cinema operafor in Asia, operating 23 cinemas
with 181 screens across Hong Kong, mainland
China, Taiwan and Singapore.

strong
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Riding on the success of our Shenzhen's flagship
cinema, the continuing growth in the local
film industry and box office receipts, as well as
the emergence of investment opporfunities in
mainland China, the Group decided fo redeploy
its capital resources and puf extra focus in
developing new cinema projects in mainland
China in the coming years while mainfaining the
leadership position in other ferrifories.

To facilitate such expansion with stfronger capital
pbase for financing new projects, the Group
divested our investment in Malaysia further,
Following the disposal of our equity inferest in
a cinema circuit Golden Screen Cinemas Sdn.
Bhd. in Malaysia in February 2007, the Group
enfered info another agreement in Felbruary 2008
fo dispose of our remaining Malaysian cinema
circuit TGV Cinemas Sdn. Bhd. (‘"TGV") at a fofal
consideration of RMST million (approximately
HKS122 million which included repayment
of amount due to the Group by TGV). The
fransaction was complefed in July 2008 and
would be accounted for in the next fiscal year
In accordance with the accounting standards,
the Group has classified its investment in TGV as
held for sale and accounted for its contribution
for the year as discontinued operation in the
financial staterments,

Hong Koﬁng

Mainland China
FE R
(Shenzhen®YI)

Taiwan
=) ]

Singapore
F N3
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In January 2008, the Group reached a sefflement
agreement with the joint venture parter Villoge
Roadshow ("VR") to end the legal disputes
regarding the management of Golden Village
Mulfiplex Pte Ltd. ("GVM"). According fo the
seftlernent agreement and the new shareholders
agreement, the Group would jointly manage
GVM's key operational and financial matters with
VR, and thereafter accordingly, GVM has become
a jointly-confrolled entity of the Group and its
results were also proportionately consolidated
info the Group's financial statements.

During the year, the Group also focused on cost
structure improverment which resulted in cerfain
reduction in our headquarter expenses. We
will confinue our efforfs fo enhance corporate
expense opfimization and sfrive fowards further
growth in the forthcoming year.

BUSINESS REVIEW

Film Exhibition

The Group served more than 19 million theatre
guest admissions during the year, and box office
income improved almost 8% across the Group
on a full and aggregated basis (including the
gross revenue from its jointly controlled entities) to
approximately HKS?30 million. Confectionary sales
income showed an encouraging and healthy
increase of 10.7%, reflecting posifive results from
pofth the enhanced confectionary product mix
and confectionary prices, in addifion to the
improved atfendance level,

Management Discussion and Analysis & [E &7 & & 24T
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Hong Kong

Hong Kong market as a whole,
recorded a box office receipfs of
HKS1,075 million, which enjoyed an
11% increase compared fo last year. Running
slightly higher than the marketf, our cinemas
in Hong Kong achieved an encouraging result
for the year with theafre takings increased by
HKS16 million or 12% from last year. Apart from
sfrong Hollywood line-up this summer, the Group
also took the opportunity of improved economic
conditions fo raise the ticket price and occupancy
by launching new pricing scheme as well as
executing cinema-oriented film programming
strafegy. As a result of various efforts, our market
share has slightly improved fo above 13%.

Mainland China

Shenzhen, the city in which we operafe our
flagship cinema, saw a strong surge of market
box office by 66% last year. That was largely due
fo increased supply of new cinemas over the
past two years as well as the sfronger consumer
spending. The Group’s 7-screen cinema located
at MIXC Mall City Crossing confinued fo maintfain
its Theatre takings at a high level despite intensified
competition in the city and achieved a 25%
market share in Shenzhen. It, af the same fime,
continued to be ranked as the
2nd highest box-office cinema in
China nafionally - with admissions
grew by 10% and theatre fakings
grossed RMB4¢ million for fthe
year. Furfhermore, fthe Group
extended ifs digital screen/in-
theatre adverfising business to
ofher Shenzhen cinemas, and
earned a safisfactory return from
such investment.
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Taiwan

The market box office for the year remained flat
in Taiwan compared to last year, as consumer
senfiment was weakened o some extent by
polifical events. Our cinema circuit Vie Show, via
implementing various operational enhancement
programs which included a new fie-in promotion
with a credif card company, confinued fo maintain
ifs solid market share of around 35% for the year.
The Group shared a net profit of HKS18 million
from Vie Show, as compared to HKS18 million last

year which included the recognifion of fax credit
of over HK$4 million relating fo its accumulated
fax losses. In addition, during the year, Vie Show
acquired 50% equity inferest in a 4-screen cinema
and strengthened the circuit's presence inTaipei. A&
On the other hand, we shut down a cinema AEERETMSBEFEEFRHT - Xi2
in Hsinchu due fo the closure of a shopping R EDEBEBEBEEIBASEHTEEM
mall and fook up a write-off of fixed assets in the  R35 - REBREREF - EHBEIER
amount of HK$2 million (our share). FHgERBE(BIEREERRARE
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Singapore

The “Lion City” enjoyed a growth in markef box
office of 15% to 58150 million for the year. Due fo
opening of new cinemas by competitors, market

share of GVM was slightly affected and declined
fo 44% this year. Since the opening of the 15
screen flagship cinema GV Vivocity in October
2006, performance of GVM has shown significant
improvement. Theatre takings of GVM for the
year increased by 9% to SS67 million. The Group
shared a net profit of HKS22 million for the year,
significantly up from HKS14 million of last year.

Malaysia

Netf confribution from our circuit TGV significantly
dropped by HKS5 million to HKS4 million because
of fierce market competitions. In February 2008,
the Group entered into an agreement fo dispose
of TGV and the fransaction was completed in
July 2008.
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Film Distribution

The market box office receipts in Hong Kong
increased by 11% to HKS1,075 million, of which
non-Chinese language films fook HKS736 million
or 68% of the fotal box offices. Driven by several
high budget and fine quality pictures such as
CJ7, Lust Caution and The Warlords, the market
box office receipts of Chinese language films was
increased by 21% to HKS339 million for the year. As
a major player in distribufing both Chinese and
non-Chinese language films, the Group held @
13% market share in ferms of box office receipfs.

Chinese Language Films

The Group distributed 15 Chinese language films
during the year, including Andy Lau'’s The Warlords,
as compared fo 12 tifles over the same period
last year. The fotal box office of Chinese language
films distributed by the Group amounted to HKS69
million and the Group holds a market share of
approximately 20% this year.

The Group owns a film library of approximately
140 Chinese film fifles for worldwide distribution
which contfinuously generates steady income to
the Group. During the year, the library generated
an income of approximately HKS10 million for the
Group from ifs royalty licensing acfivity.

Non-Chinese Language Films

The Group distributed 24 non-Chinese language
films during the vyear, including The Golden
Compass, L Change The World and A Tale Of
Mari And Three Puppies. The fotal box office
of non-Chinese films distribufed by the Group
increased by 26% fo HKS69 million, representing
about 9% market share. The confribution from
non-Chinese films was satfisfactory but it was
relafively soff compared fo last year which
included the income from fthe very successful
Japanese movies Death Notfe | & Il distributed
by the Group in Hong Kong and Taiwan. Moving
forward, the Group will confinue to expand the
film financing and licensing businesses in Hong
Kong., mainland China and Taiwan. Our recently
released 3D sfereoscopic film, Journey fo the
Centre of the Earth in Hong Kong has delivered
a very encouraging result,
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PROSPECTS

The Group has dedicated its efforts in strengthening
and growing both the exhibition and distfribution
networks in ferritories with higher market potential
and better returns. Given the confinued opening
of film markef in mainland China and the
increase in investment opporfunities, we strongly
believe that this is the appropriate time for the
Group fo redeploy ifs resources to sfrengfhen
our presence in mainland China. The Group has
planned fo open more screens in Shenzhen and
other principal cifies such as Beijing, Hangzhou,
Suzhou and Wuxi in the years ahead.

We are facing a challenging year ahead with the
recent global economic uncerfainfies caused
by the sub-prime morfgage related credit
crisis in United States as well as the austerity
measures implemented in mainland China for
preventing overneating economy and inflation.
We are caufiously optimistic in respect to the
prospects of film industfry in territories we operafed.
Hong Kong will contfinue fo e the base of the
Group’s operafions and we have adopted
stringent measures to confrol the general and
administrative expenses.

FINANCIAL RESOURCES AND
LIQUIDITY

During the year, converfible notfes in aggregate
amounts of HKSQ0 million have been converted
info the ordinary shares of the Company, creating
a fofal of approximately 41 million new ordinary
shares af a conversion price of HKS2.2 per share.
The Group's borrowings significantly decreased.,

In addition, the Group obtained a new bank
loan facility of RMB24 million during the year for
the development of our cinemas in mainland
China. The loan is repayable within 4 years from
the drawdown date and as at 30 June 2008, the
loan has not been utilized. The loan is secured by
the pledge of certain fixed assefs of the Group
and is af floating interest ratfes.
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As af 30 June 2008, the Group’s cash balance
was HKS266 million (2007: HKS221 million),
representing an increase of 20% as compared
with that of 2007. The aggregate amount of the
Group’s bank borrowings and the convertible
nofes was HKS52 million (2007: HKS196 million).
Defails of the borrowings including the ferms of
the loans, interest rates, currencies and securities
are disclosed in note 23 and 24 to the financial
statements. Our gearing ratio, calculated on
fhe basis of external borrowings (including the
convertible nofes) over total assefs, was 5%,
representing a significant improvement from 21%
in 2007.The improvement was mainly affrioutable
fo the conversion of the convertible notes and
increase in fotal assets.

The Group's assefs and liabilities are principally
denominated in Hong Kong dollars except for
cerfain assefs and liabilities associated with the
investments in mainland China, Taiwan, Singapore
and Malaysia. Management has assessed the
exchange risk exposures in these ferritories from
fime fo fime. Since the exchange rafes of these
currencies have been either relatively stable or
favorable to the Group for the past two years,
no hedging of foreign currencies was carried
ouf during the year. The direcfors will confinue
fo assess the exchange risk exposures, and will
consider possible hedging measures in order fo
minimize the risk af reasonable cost.

The Group did not have any significant contingent
liabilities as of 30 June 2008.

EMPLOYEES AND REMUNERATION
POLICIES

As af 30 June 2008, the Group had 311 (2007:264)
permanent employees. The Group remunerates its
employees largely based on industry practice. In
addition fo salaries, cormmissions and discretionary
bonuses, share options are granted fo certain
employees based on individual merit. The Group
also operafes a defined confribution refirement
benefits scheme under the Mandatory Provident
Fund Schemes Ordinance and as af the balance
sheet, there was no forfeifed confribution arising
from employees leaving the refirement benefit
scheme.

Management Discussion and Analysis & 12 [E 51 5 & 2 T
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Report of The Directors

The directors of the Company (the “Director(s)”) present their
report and the audifed financial stafements of the Company
and its subsidiaries (collectively, the "Group”) for the financial year
ended 30 June 2008.

The Company is an investment holding company. The principal
activifies of the Group consist of worldwide flm and video
distrioution, film exhibition in Hong Kong, mainland China, Taiwan
and Singapore, and the operation of a film processing business in
Hong Kong

The Group's results for the financial year ended 30 June 2008 and
the stafe of affairs of the Company and the Group as at 30 June
2008 are sef out in the financial stafements on pages 68 fo 223

A special dividend of HKSO.10 per Share, amounting fo a fotal
of HKS$18,327,399, was declared by the Board on 26 August 2008
and has been paid fo the shareholders of the Company whose
names appeared on the register of members of the Company af
close of business on 11 September 2008

The Directors do notf recormmend the payment of any final dividend
for the year ended 30 June 2008

Set ouf below is a summary of the consolidafed resulfs and of
the assets, liabilities and minority inferests of the Group for the
last five financial years as extracted from the audited financial
statements.
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Consolidated income
statement

Turmnover

Profit/ (loss) before faxation
Income tox

Profit for the year from
continuing operations

Profit from discontinued
operation

Profit/ (loss) for the year

Affrioutable fo:

Equity shareholder of the
Company
Minority interests

Consolidated balance sheet

Fixed assefs

Interest in associates

Amounts due from jointly
controlled entities

Prepaid rental

Club memberships

Renfal and ofher deposits

Trademarks

Deferred fox assefs

Pledged bank deposits

Current assefs

Assets of a jointly controlled
entity held for sale

Total assefs

2008 2007 2006 2005 2004
“EENE BT —EERE —“TTRE —ETPE
HK$'000 HKS$ 000 HKS$'000 HKS'000 HKS$'000
FHT AL FHL FAL AL

RERBE
BEm 619,901 469,511 512,285 276,586 018,477
BRB AR T (E518) 17,549 87,200 7,952 (10,531) (10,993)
FrgH 414 (2.737) (2,399) (512)
BEREEEY

AERZEF 87,614 5215 (12,930) (11,505)
DRI R 7R

8,949 - - -
AEEHRF/ (BE) 96,563 5215 L) (11,509)
AT AL
ARRIBAEEEA
06,717 5215 (12,930) (11,505)
DB RERS (154) - - -
96,563 5215 (12,930) (11,505)

REEERRER
EEEE 367,395 262,189 247,540 236,995 53,367
BN E Z 5 - 169,369 195,902 159,374 182,613
FEU A Rl

NEFE 32,285 26,069 42,775 61,344 -
SCNLitkn 8,015 8,704 11,502 5,190 -
= 3,590 3,590 3,590 4,380 4,380
MR EbIZEE 54,006 51,507 53,130 54,706 11,869
[l 79,421 79,421 79,421 79,421 79,421
BT BEE 358 1,503 - - -
BERRITER 10,133 2,049 1,870 1,139 -
REEE 422,904 326,012 135,192 167,885 89,173
BEGE 2 SR

NAEE 141,037 - - - -
BEAE m 930,413 770,922 770,434 420,823
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2008 2007 2006 2005 2004
—EEN\F “TELF “ETRE “ETHE “TTE
HK$'000 HKS'000 HKS'000 HKS'000 HKS'000
TExT FAT FAEL FAT FAL

Consolidated balance sheet HS&EEEER

Current licbilities mEaE 277,064 204,555 217,866 225,063 101,613
Liabilities of a jointly controlled RS 2 SR

entity held for sale NSII=U 101,135 - - = =
Non-current porfion of bank PITERZIEENERH »

loans 7,800 48,686 57,087 65,325 =
Non-current portion of QESES e

convertible notes BNERER 100,590 19,618 = =
Non-current portion of MEHERNERZ

finance lease payables JERNEIE D 799 1,152 208 709
Loans from joint venture BEBHREEZER

partners 42,505 26,069 42,775 61,344 -
Loan fiom minority shareholder D ERRERIR (I » &3k 696 - - = =
Deposits received Blizs 4,248 3,700 4,284 3,686 =
Deferred tax liabilities EERTAGE 16,540 7,999 7,274 5,585 462
Tofal liabilities BERE 449,988 392,398 350,056 361,301 102,784
Net assets BEFE 669,156 538,015 420,866 409,133 318,039
Minority inferests DY R R 1,421 555 - = =

Details of movements in the fixed assets of the Group during the AEBERBEEERERN 2B HFBEH N SR KM
year are sef out in nofe 13 o the financial staferments. 13 o

Defails of movements in the Company's share capifal and ZANAF RN R AIBEREEERN 2 SFHFED RIEN
convertible nofes during the year are set out in nofes 28 and 24,  BAFSERFMIE28 %24 ©
respectively, fo the financial stafements

EAREER(RE)ARAF 2 7
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There is no provision for pre-empfive rights under the Company's
Bye-laws or the company laws of Bermuda which would oblige
the Company fo offer new shares on a pro rata basis to its existing
shareholders.

Details of moverents in the reserves of the Company and of the
Group during the year are sef out in nofe 28() fo the financial
statfements and in the consolidated statement of changes in
equity, respectively

As af 30 June 2008, the Company’s reserve available for cash
distribution and/or distribution in specie, comprising the contributed
surplus and retained profits, amounted to HKS310,740,000 (2007
HKS273,141,000). In addition, the Company's share premium
account and capital redemption reserve of HKS179,062,000 and
HKS$6,422,000, respectively, as at 30 June 2008 may be distributed
fo shareholders in certain circumstance prescribed by Section 54
of the Companies Act 1981 of Bermuda.

The Directors during the year and up o the dafe of this report
were:

Chairman & Executive Directors:

Wu Kebo
(appointed on 26 Octoler 2007)
Raymond Chow Ting Hsing
(resigned on 26 Octolber 2007)
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Executive Directors:

Winnie Chan Suet Yin
(appointed on 1 Septemiber 2008)
Fiona Chow Sau Fong
(appointed on 30 October 2007 and also
alfernate to Chow Siu Hong)
Wang Wei
(appointed on 26 October 2007)
Wu Keyan
(appointed as alfernate to Wu Ketbo on 1 January 2008)

Lau Pak Keung

(resigned on 31 August 2008)
David Chan Sik Hong

(resigned on 24 March 2008)
Roberta Chin Chow Chung Hang

(resigned on 26 October 2007)

Non-executive Directors:

Eric Norman Kronfeld
Takashi Araki
(appointed on 29 October 2007)
Shen De Min
(appointed as executive Director on 26 March 2008 and
re-designated fo non-executive Director on 1 Septemboer 2008)
Chow Siu Hong
(appointed as executive Director on 26 October 2007 and
re-designated fo non-executive Director on 1 Septemboer 2008)
Phoon Chiong Kit
(re-designated from executive Director o non-executive Director
on 21 Decemiber 2007 and resigned on 28 March 2008)

Independent Non-executive Directors:

Leung Man Kit

(appointed on 11 February 2008)
George Huang Shao-Hua
Prince Chatrichalerm Yukol
Paul Ma Kah Woh

(resigned on 24 December 2007)
Frank Lin

(resigned on 2 November 2007)
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Pursuant to Byelaw 87(1) of the Byeldaws of the Company, af
each annual general meeting of the Company, one third of
the Directors for the fime being shall refire from office by rofatfion.
Pursuant fo Bye-law 87(2) of the Bye-laws of the Company, G
retiring Director shall be eligible for re-election. Accordingly, each
of Mr. Takashi Araki, Mr. Chow Siu Hong, Mr. George Huang Shao-
Hua and Prince Chatrichalerm Yukol shall retire atf the forthcoming
annual general meeting and, being eligible for re-election at the
annual general meeting. Except for Mr. George Huang Shao-Hua
who will offer himself for re-election af the annual general meeting,
each of Prince Chatrichalerm Yukol and Mr. Chow Siu Hong has
indicated that he will not offer himself for re-election due fo pursuit
of his other business and Mr. Takashi Araki has also indicated that
he will not offer himself for re-election due fo pursuit of his career
development.

In addition, Ms. Fiona Chow Sau Fong, Ms. Wang Wei and Mr. Eric
Norman Kronfeld will voluntarily retire and being eligible, will offer
themselves for re-election at the forthcoming annual general
meeting of the Company.

Pursuant to Byedaws 86(2) and 87(2) of the Bye-laws of the
Company, any Director appointed as an addition fo the Board shall
hold office only until the first general meeting of the Company affer
his or her appointment and shall then e eligible for re-election af
that meeting (but shall not e faken into account in defermining
which parficular Directors or the numioer of Directors who are to
refire by rotation). Accordingly, Ms. Winnie Chan Suet Yin, Mr. Leung
Man Kit and Mr. Shen De Min, all being the Directors appointed
by the Board affer the preceding annual general meetfing of the
Company, will refire and being eligible, will offer themselves for re-
election af the forthcoming annual general meeting.

Fach of Ms. Fiona Chow Sau Fong and Ms. Winnie Chan Suet Yin
has entfered into a service contract with the Company which in
each case is deferminable by noft less than three months notice
with compensation in the amount equivalent o their respective
salaries for the period from the datfe of such nofice unfil the end
of the ferm of the service contract, and in any event Nno more than
one year's emoluments.

Save as disclosed above, no Director proposed for re-election af
the forthcoming annual general meeting of the Company has
entered info a service confract with the Company which is not
determinable by the Company within one year without payment
of compensation, other than statufory compensation
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As at 30 June 2008, the inferests and short positions of the directors
and chief execufive of the Company in shares, underlying
shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (the "SFO")) as recorded in the register required
fo be kept by the Company pursuant fo Section 352 of Part XV of
the SFO, or as otherwise notified 1o the Company and The Stock
Exchange of Hong Kong Limited (the "Stock Exchange”) pursuant
fo the Model Code for Securities Transactions by Directors of Listed
Issuers (the "Model Code”) contained in the Rules Governing the
Listing of Securities on the Stock Exchange (the ‘Listing Rules”),
were as follows:

0) Interests in shares of HK$1.00 each in the issued
share capital of the Company (the “Shares”),
underlying Shares and debentures

Company

of the
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RZZBZENFARAA=TH KRB ZEEREELT
HMABRAARSHEEMAEEZR(ERERESFR
HMEGOI( FHRBEEG ) EXVEL) 2k -
ARhSEEEY  BERRRARBES AR
A EXVEDBEIL2HETE 2 B e TRt 8% ¢ SRR
BERHMERSMAERAT([ AT ES LKA
([ EMANDFAH EMBETAZEZHETESFXHH
EARESFRI([1R2ESFA) ) B A AN A 7 HEE R AT 2 1
wmMEORBIT ¢

() READSBEFRATER.00ET
TRHETKRA))  SADZHBERH
R >

Total
number of *Approximate
Number of Shares and percentage of
Name of Number of underlying underlying shareholding in
Director Capacity Note Shares Shares Shares the Company
HERG Rt KR8 FARARE
E=p i Rzt RO#E 2B OB R A
Wu Kebo Inferest of controlled ! 94,627,991(L) 9,090,909()  108,718,900(L) 61.14%
h5K corporations
R EEs
Inferest of controlled 2 74,809,636(1) 4,545454(L)  79,355,090(1) 46.78%
corporations
X 1/2@*&
Shen De Min Beneficial Owner 200,000(L) = 200,000(L) 0.12%
TER EHEBA
BERREER(EE)ARAT
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Name of

Director Capacity Note

EEpA iz REHE

Lau Pak Keung Beneficial Owner J

Zlinog EaEEA

Eric Norman Kronfeld - Beneficial Owner 4

EaEEA

George Huang Beneficial Owner 4
Shao-Hua

"D EnlEEA

Prince Chatrichalerm  Beneficial Owner 4
Yukol ERBEEA

Notes

This percentage has been compiled based on the fofal
number of Shares in issue (i.e. 169,637,627 Shares) as at
30 June 2008.

Mr. Wu Kebo ("Mr. Wu") was deemed to be inferested
in these 94,627,991 Shares and 2,090,209 underlying
Shares by virtue of his 100% beneficial holding in
Skyera Infernational  Limited  (“Skyera”) and  80%
beneficial  holding in  Chengfian  Enferfainment
Group  (Infernational) Holding Company  Limited
("Chengtian”). Of these Shares, 63,165,840 Shares were
held by Skyera and 31,462,151 Shares and 9,090,909
underlying Shares, which will be issued upon full
conversion of HK$20,000,000 4% convertible notfes
issued by the Company on 22 August 2006, were held
by Chengfian.
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Number of
Shares

200,000(L)

Total
number of *Approximate
Number of Shares and percentage of
underlying underlying shareholding in
Shares Shares the Company
HER G R 13 R AR R ANFIRE
B RGEH BABALL*
200,000(L) 400,000(L) 0.24%
185,000(L) 185,000(L) 0.11%
100,000(L) 100,000(L) 0.06%
135,000(L) 135,000(L) 0.08%

it -
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T HE ZETRIGABE(EN169637,.627
BREZ ) mat & e

R e ([ ok ) BB Skyera
Infernational Limited ([ Skyeral) & &
PR AR J2 v R AR S 55 (B (BRI B ) 2 R B R
AEI([FER]) 80%MHE  #t e EH
R AEH A AR 94,627,991 8% B% 2 LA
50,090, 000 AERAAR (D 8 © R EAR
B - 63,165 84008 B 1 FaSkyerats
A 0 M31,462,151 AR5 A R BFARR
ARZZEEZFNAZTZHETZ
20,000,000/ JT4[E PR AR ik 2 58
H1&153517,29,000,9098% 18 B A% 15 Bl
BEREER ©



Assuming that the mandatory unconditional cash
offer made by Somerley Limited on behalf of Skyera
and Mainway Enferprises Limited ("Mainway”) for
all outstanding convertible notfes, share options of
the Company and all the Shares (other than those
already owned or agreed to be acquired by Skyera
and Mainway and partfies acting in concert with any
of them) (the "Offers”, as more particularly described in
the circular of the Company dated 12 June 2008) were
fully accepted, in addition fo the interests as disclosed in
Note 1 above, Mr.Wu was also deemed fo be inferested
in 74,809,636 Shares and 4,545,454 underlying Shares
by virtue of his 100% beneficial holding in each of
Skyera and Mainway. These 4,545,454 underlying
Shares represented the Shares which will be issued
upon full conversion of HK$10,000,000 4% convertible
notes issued by the Company on 22 August 2006

These 200,000 underlying Shares represented the
Shares which will be issued upon the exercise of share
options granted by the Company under the share
opfion scheme adopted by the Company on 28
November 2001 (the “Share Options Scheme”) and
such share options had been lapsed as af the date of
This report due 1o the resignation of Mr. Lau Pak Keung
as executive Director with effect from 31 August 2008

These underlying Shares represented the Shares which
will be issued upon the exercise of the share options
granted by the Company under the Share Optfion
Scheme.

Ablbreviations:

L
“g*

stands for long position
stands for short position

Report of The Directors
Exensd

R & ¥ 8 A& R 2 7 X KSkyera
KEMainway Enterprises Limited
(TMainway 1)L FT B AR 1718 2 AT AR
B ARFIBEREKRAERM(BR
#& 8 B Skyera BEMainway & 8 & —

TEALTHE LR BWE 2 RGN
i £ H 2 58 il I AR AR 1 IR & W B e
(TWEZEZ]  FBEHRNARARZ
TENFAARTZHZBEAN)ESR
HEN BRNLEEDERESR
SkyeraEMainwayZ ZBRE#E + BBk M
IR EE 2w - RITRAR R
74,809,636 B 17 54,545,454 8
RARR 10 BORRHE © 524,545,454 AHREE AR
DIEARRBTR=ZETRFNAZ+
— HE{TE{EA10,000,000% 4 E 7]
BREBEREEHE BB TEITZR
e

#200,0000 18 @ iz 1p Th 6 A A AR
BRARR=ZZEZE—4F+—A=+/\H
BN B IR nT 21 ([ B AR iR 8l 1) %
2 BREETEEETETZR
7 ez EEREERITE SR
EER-_ZFENF/N\A=+—BEF
MR TRE B BRI -

ZERRD Ty A R BRI E A
AR 2 BT IR T AT
Z R

ER

ERR

EAREER(RE)ARAF

2008 F# 3 3



Report of The Directors
Exensd

(i) Interests in shares of associated corporations

Mr. Wu Kelbbo was also the beneficial owner of the entire
issued share capital of Golden Harvest Film Enterprises Inc.,
which beneficially held 114,000,000 non-voting deferred
shares of Golden Harvest Enferfainment Company
Limited, a wholly-owned subsidiary of the Company.

In addition fo the above, Mr.Wu Kebo had non-beneficial
equity inferests in certain subsidiaries of the Company
which were held for the benefit of the Group.

Save as disclosed above and save for the disclosure referred to
under “Share Option Scheme” set out in note 28(iii) to the financial
statements, as at 30 June 2008, none of the Directors and chief
executive of the Company had any interests or short positions in
Shares, underlying Shares or debentures of the Company or any
of its associated corporations (within the meaning of Part XV of
the SFO), as recorded in the register required fo be kept by the
Company under Section 352 of Part XV of the SFO or as otherwise
noftified fo the Company and the Stock Exchange pursuant fo the
Model Code.

Save as disclosed under the headings ‘Direcfors’ and chief
executive's inferests and short positions in shares, underlying shares
or debbentures” above and “Share Opfion Scheme” below, af no
fime during the year was the Company or any of its subsidiaries
a party to any arrangements fo enable the Company’s Directors,
their respective spouses or children under 18 years of age
fo acquire benefits by means of the acquisifion of shares in or
debentures of the Company or any ofher body corporatfe

GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
Annual Report 2008

34

Gy AABCEEZRG

f 7 ¥ % 4 7% AGolden Harvest Fim
Enferprises Inc. 2B BITR A 2 Em
BA M@ZARERBERARGIZEWE
NAEBENREEZFRARF]114,000,0008%
IS ERIRIER D -

B batE SN - MR R ERAEE N EFT
BARRIZETHBARBARER - B
EERERS -

B £SO TR & e W TS ¥R 3R Y RE28 (i) P 8L R A g =t
B —meBREFEN  R_FETN\FAA=1TH"
ARBIBEZREBTRABRAR R SHEEME
BORBE (E & REm LAEGRGIFXVER) 2B - 18
RO RERZE DL ERE EAARAEREES
REABARBIEXVEB L3267 E 2 B e M Prac sk
SARIRIZ ST RIE A8 2K 2 R BB A2 P 2 #E a2k

A

=

BREXEEREBITHRABRELD - HERGNKE
e et MR R | — 8T R T X[ R ARt & | — B3
BESN - AR B SHEAL B R AR F AR EA EE
MESEEALY  BEAARES  RESZEAZ
FCBEARm 1 858 T X Al RS BB AR R RIS LA EL A0
ABE 2 IR sk B HERE T 2k



The Company has adopted the Share Opfion Scheme for the
purpose of providing incentives and rewards fo eligible parficipants
who confribute fo the success of the Group's operations. Eligible
parficipants of the Share Opfion Scheme include the Directors
and ofther employees of the Group, shareholders of the Company,
suppliers of goods or services o the Group and customers of
the Group. The Share Opftion Scheme became effective on 30
November 2001 and, unless otherwise cancelled or amended, will
remain in force for a period of 10 years from that date.

Each grant of the share opfions to the Director, chief executive
or substantial shareholder of the Company, or any of their
associafes, must e subject fo prior approval of the independent
non-executive Directors (excluding independent non-executive
Director who is the grantee of the option). In addition, any grant of
the share opfions to a substantial shareholder of the Company or
an independent non-executive Director, or any of their associates
respective which would result in the Shares issued or 1o be issued
upon exercise of options already granfed and to be granted under
the Share Option Scheme and any other share option schemes
of the Company (if any) (including options exercised, cancelled
and oufstanding) fo such person representing in aggregate over
0.1% of the Shares in issue at any fime and with an aggregate
value (based on the closing price of the Shares af the date of the
grant) in excess of HKS5,000,000, within any 12-month period up
fo and including the date of the grant, shall be subject to prior
approval of the shareholders of the Company in general meeting
with voting fo be taken by way of a pall.

The offer in relation to a grant of share options must be accepted
within 30 days inclusive of, and from the day of the offer, upon
payment of a nominal consideration of HKS1 by the granfee. The
exercise period of the share options granted is deferminable by the
Directors, which may not exceed 10 years commencing on such
date on or after the date of grant as the Directors may defermine
in granting the share options and ending on such date as the
Directors may determine in granting the share options (which in
any event must be prior fo the close of business on 30 October
2011). Save as determined by the Directors and provided in the
offer of the grant of the relevant share option, there is no general
requirement that a share option must be held for any minimum
period before it can be exercised.
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The exercise price of the share opfions is deferminable by the
Directors, provided always that it shall be af least the higher of (i)
the closing price of the Shares as stafed in the daily quotations
of the Stock Exchange on the date of offer of grant of the share
options; and (i) the average Stock Exchange's closing price of the
Shares for the five frading days immediafely preceding the date
of the offer.

The maximum number of Shares issuable upon exercise of all
share options to be granted under the Share Option Scheme
and any ofher share opfion schemes of the Company (if any)
must Not in aggregate exceed 10% of the Shares in issue as at 28
November 2001 . This limit was refreshed by the shareholders of the
Company in the annual general meeting of the Company held
on 10 December 2007 in accordance with the provisions of the
Listing Rules. In addition, the maximum number of Shares issued
and fo be issued upon exercise of the share opfions granfed o
each eligible participant under the Share Option Scheme and any
other share option schemes of the Company (if any) (including
pboth exercised and outfstanding opfions) within any 12-month
period up o the date of grant shall not exceed 1% of the Shares
in issue. Any further grant of share options in excess of such limit
(including exercised, cancelled and outstanding optfions) in any
12-month period up fo and including the datfe of grant of such
share option shall be separately approved by the shareholder of
the Company in general meeting with such participant and his
associates abstaining from voting.
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As at the date of this report, the aggregate number of Shares
available for issue under the Share Option Scheme and an earlier
share option scheme of the Company (the “Terminated Scheme”,
which was ferminated on 28 November 2001) was 1,400,000
Shares, of which 825,000 Shares available for issue under the
Share Option Scheme (representing approximately 0.45% of the
Shares in issue as at the date of this report), and 575,000 Shares
available for issue under the Terminated Scheme (representing
approximately 0.31% of the Shares in issue as af the date of this
report).

Share options do not confer rights on the holders fo dividends or
fo vote af the shareholders’ meetings.

Share options granted and lapsed during the year

During the financial year ended 30 June 2008, no options were
granfed to the Directors and other employees of the Group while
4,970,000 share options were lapsed (details of which are set out
in the following fable).

During the financial year ended 30 June 2008, a fotal of 1,975,000
share options were exercised (2007: Nil) at exercise prices ranging
from HKS2.08 fo HKS3.93 and no share options were cancelled
under the Share Option Scheme (details of which are set out in
the following fable).

The movements of share opfions during the year and the
oufstanding share options held by the Directors and other
employees of the Group as af 30 June 2008 are sef ouf in the
following fable:
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Closing price of
Closing price of  the Shares  Number of
Number of the Shares  immediately share options
share options immediately ~ beforethe  outstanding
outsianding as before the date of as ot
at 1 July 2007 date of grant exercise of the 30 June 2008
1 of share opfion  share opfion i
Date of grant ZEZtE  Gronfed  Exercised Lapsed Rz 37— ¢
Name or category of share option  Exercise Exercise tA-Bz  during during duing ~ BEERE  BZEERE  AR=tH
of participant BRE price period HA{TE  the year the year the year RHAA TERE  ZHAGE
AL AHER RLAH i:d| i BREEE  FARM QTR EREN ZUmE kR
(Notee) ’
(hite)
HKS HKS

B B

Director

s

Phoon Chiong Kif 25 July 2000 6.24 25 July 2000 to 575,000 - - (575,000) 096 - -
AL ZZTTE 24 July 2010 Note (d)

tA=+HA (Note o) (Hita)
ZZTTELAZTRAZR
ZZ-TELA-TIA

M)
31 October 2001 496 30 November 2001 fo 1,250,000 = - (1,250,000) 062 = =
ZZ%2-F 30 October 2011 (Nofe d)
+A=1-A Note (b) (Hita)
“ERHF1-A=tRE
“2—fFtA=TH
HZ )

9 December 2004 208 10 January 2005 fo 625,000 = (625,000) = 0.265 3.09 =
—ZEME 256 30 October 2011 625,000 = (625,000) = 0.265 300 -
TZANA 3.04 Note () 625,000 = (625,000) = 0.265 309 -

“ZZRE-AtHE
“2—fFTA=TH
(o)
12 April 2007 398 1July 2007 1o 650,000 = = (650,000 0.34 = -
= e 30 Ocfober 2011 (Note d)
MA+=H “ZRLELA-RE (Hiza)
432 “2—fFTA=TH 650,000 = = (650,000) = = =
(Nofe d)
(Hiza)
475 650,000 = = (650,000 = = =
(Nofe d)
(Wita)
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Closing price of

Name or category
of participant
SREL LT

Date of grant
of share option
RRE
RHRH

Exercise
price
i@

Number of
share options
oufstanding as
at 1 July 2007
R

ZRBtE
th-A2
AT
ERERA

Exercise
period
i ]

Granted

during
the year
FRid

Exercised
during
the year
FRfTE

Closing price of
the Shares
immediately
before the

date of grant
of share option
RAR
SRERE
RHiRE

Lapsed

during
the year
FREH

the Shares
immediately
before the
date of
exercise of the
share option
LI
SHRERE
fikRE

Number of
share options
oufstanding
as af

30 June 2008
R
ZN\E
AAZTH
PAESiiid
FERERA

(Notee

(Wite)
HKS HKS
7 A7

Director (Continued)
Bzl
David Chan 31 October 2001 4.96 30 Novernber 2001 fo 625,000 = = (625,000) 062 = =
Sk Hong —FT% 30 Ocfober 2011 (Note d)
RER +A=t-A8 Note (b) (Hiito)
“ZZ-F1-A=tHZ
—E——FTA=+H
i3100)
Roberfa Chin 12 April 2007 393 1 July 2007 1o 100,000 - - (100,000) 034 - -
ChowChungHong  =%Z+t% 30 Qcfober 2011 (Note d)
RBE MA+=A “ERLELA-HE (Hizta)
—E——FTA=+H
Lau Pak Keung 12 April 2007 393 1 July 2007 fo 200,000 = = - 034 - 200,000
Zltsd “ZTHE 30 October 2011
MA+=H “ZTLELA-HE
—E——FTA=+H
Eric Norman Kronfeld 31 March 2005 260 31 March 2005 10 36,000 = = = 0.255 = 36,000
—TTRE 30 Qcfober 2011
=R=1+-H “ZTRF-A=1t-RZ
—Z——FTA=tH
12 April 2007 393 1 July 2007 fo 150,000 = = - 034 - 150,000
“TTtE 30 Qcfober 2011
MA+=H “ETLELA-HE
—Z——FTA=tH
BRAREER(RE)BRLE
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Closing price of
Closing price of  the Shares  Number of
Number of the Shares  immediately share options
share options immediately  beforethe  oufstanding
outstanding as before the date of asat
at 1 July 2007 date of grant exercise of the 30 June 2008
R of share option  share option R
Date of grant St Granfed  Exercised Lapsed Rt Rk —2BNF
Name or category of share option  Exercise Exercise tA-HZ  during during duing ~ REERE  ZEERE  AA=tH
of participant BRE price period MASTE  the year the year the year b6l RS ZHATE
SRER AR RHAH ke A BREHE  EARH L EREH ZbnE  EREHE
Nofee)
)

Director (Continued)
Ex(®)
Paul Ma Kah Woh 31 March 2005 260 31 March 2005 1o 35,000 = = (35,000) 0.255 = =
BARM —TTIF 30 Qctober 2011 (Note d)
=R=1-H ZZTRE=A=1t-RHZ (Hrita)
“E——FTA=tH
12 April 2007 393 1 July 2007 to 200,000 = = (200,000) 0.34 = =
TR 30 October 2011 (Note d)
MA+=A “ERtELA-HZ (Hia)
“E——FTA=tH
Frank Lin 31 March 2005 260 31 March 2005 1o 35,000 = = (35,000) 0.255 = =
HIER ZZTRF 30 Ocfober 2011 (Note )
=R=+-H ZZTRE=A=1t-RHZ (Hrita)
“E——FTA=tH
12 April 2007 393 1 July 2007 to 100,000 = = (100,000) 0.34 = =
TR 30 Qctoboer 2011 Nofe ()
MA+=A “ZRtELA-HZ (Hia)
“E——FTA=+H
George Huang 12 April 2007 393 1 July 2007 to 100,000 = = = 0.34 = 100,000
ShaoHua TRt 30 Qctoboer 2011
BOE MmA+=H ZZHELA-AZE
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Closing price of
Closing price of  the Shares  Number of
Number of the Shares  immediately share options
share options immediately  before the  oulstanding
oufstanding as before the date of asat
at 1 July 2007 date of grant exercise of the 30 June 2008
R of share option ~ share option R
Date of grant ZE3tE  Cranfed  Exercised Lapsed LU R —2ENF
Name or category of share opfion  Exercise Exercise th-Bz  during during dwing ~ REERE  BEBRE  AA=1H
of participant FhE price period HATE  the year the year the year RiLAA fifERA  ZHFMTRE
SRR AR RiBH it (it BREZE  FARE Enfil ER%H PL G BhEZE

HKS
A

Director (Continued)
EZ(R)
Prince Chafrichalerm 31 March 2005 2.60 31 March 2005 fo 35,000 - - - 0.255 - 35,000
Yukol —ZTHE 30 October 2011
=A=1-H “FZRF=f=1-RZE
—T—%+A=FA
12 April 2007 393 1 July 2007 o 100,000 - - - 034 - 100,000
“ERtE 30 October 2011
mA+=H s =
—T—%+A=FA
Other participant
HitB8%
In aggregate 12 April 2007 393 1 July 2007 o 980,000 - (100,000)  (100,000) 034 3.67 780,000
et e 30 Ocfober 2011
mA+=H s =
—T—%+A=FA
8,345,000 - (1975000  (4970,000) 1,400,000

EAREER(RE)ARAF 4 '|
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Notes:

(o)) 50%, 25% and 25% of the share options granted are exercisable
during the periocds from 25 July 2000 fo 24 July 2010, 25 July 2001
fo 24 July 2010 and 25 July 2002 to 24 July 2010, respectively

o) 30%, 30% and 40% of the share options granted are exercisable
during the periods from 30 November 2001 to 30 October 2011, 1
August 2002 to 30 October 2011 and 1 August 2003 to 30 October
2011, respectively

(®) 33.33%, 33.33% and 33.34% of the share options granted are
exercisable during the periods from 10 January 2005 to 30
October 2011, 10 January 2006 to 30 Octfober 2011 and 10
January 2007 to 30 Octfoloer 2011, respectively.

(d) The share opfions lapsed due fo the resignation of the Director.

G) Being the weighted average closing price of the Shares

immediately before the dafes on which the share options were
granted or exercised, as applicable

Apart from the above, af no time during the year was the Company
or any of ifs subsidiaries a party fo any arrangements fo enable the
Company’s directors, their respective spouses or children under 18
years of age fo acquire benefits by means of acquisition of shares
in or debentures of the Company or any ofher body corporatfe

As at 30 June 2008, the Company had 1,400,000 share optfions
outstanding under the Share Option Scheme and the Terminatfed
Scheme. The exercise in full of the remaining share option would,
under the present capital structure of the Company, result in the
issue of 1,400,000 additional Shares, representing approximartely
0.83% of the Shares in issue as af 30 June 2008, and additional
share capifal of HKS1,400,000 and share premium account of
approximately HKS4,009,000 (before issue expenses)
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Except for the disclosure under the heading “Connected/related
party fransactions” below and save as detailed in nofe 32 fo the
financial statements, none of the Directors had beneficial interests
in any confract of significance fo which the Company or any of its
subsidiaries was a party during or af the end of the vear.

During the year, the Group'’s purchases from ifs largest supplier
and ifs five largest suppliers accounted for 6 and 23 percent of the
Group’s purchases, respectively.

The Group’s sales to ifs largest custormer and its five largest
customers accounted for 1 and 4 percent of the Group's sales,
respectively.

None of the Directfors, or any of its associafes, or any of the
shareholders of the Company (which to the best knowledge of
the Directors own more than 5 percent of the Company's issued
share capital) had any interest in the Group's five largest cusformers
and/or suppliers.

So far as is known fo the Directors, as af 30 June 2008, the following
persons had the following interests or short positions in shares or
underlying shares of the Company as recorded in the regisfer
required o be kept by the Company under Section 336 of Part XV
of the SFO:
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Name of
shareholder
(e
wE/EB

Wu Kebo
7R

Skyera
International
Limited

Mainway
Enterprises
Limited

Chengtian

Enfertainment

Group

(Infernatfional)
Holding Company

Limited
BRAREEE

(BIFR ) ZA AR A A

Wu King
Shiu Kelvin
A=k

Capacity
519

Inferest of controlled
corporations
XL EER

Inferest of controlled
corporations
XEEEER

Beneficial Owner
EnlEEA

Beneficial Owner
EnlEEA

Beneficial Owner
EnEEA

Beneficial Owner
EnBEBA

Interest of confrolled
corporations
R EE R

Number of
Shares
3}

L]

94,627,991 (L)

74,809,636(L)

63,165,840(1)

19,040,000(L)

56,769,636(1)

31,462,151(L)
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Number of
underlying
Shares
HER D
A

9,090,909(L)

4,545 454(L)

4,545 454(1)

9,090,909(L)

32,591,891(L)

Total
number of
Shares and
underlying
Shares

B 43 % AR
% 40 48 24

103,718,900(L)

79,355,090(L)

63,165,840(1)

19,040,000(L)

60,315,000(L)

40,553,060(L)

32,591,891(L)

* Approximate
percentage of
shareholding
in the
Company
FRADE]
2B RE
B

61.14%

46.78%

37.24%

11.22%

35.56%

23.91%

19.26%



Name of
shareholder
(e
wE/EB

Chang Taf
Joel
iz

AID Partners

Ltd.

AID Partners
GP1,LP

AD Partners
Capital 1, LP

AID Partners
Asset
Management Ltd.

Billion Century
Group Limited

Typhoon Music
(PRC) Limited

EMI Group Plc

Virgin Music
Group Limited

Capacity
54

Inferest of controlled
corporations
XA EER

Inferest of controlled
corporations
SRR

Inferest of confrolled
corporations
A

Inferest of controlled
corporations
XA RER

Inferest of controlled
corporations
SRR R

Inferest of confrolled
corporations
A

Beneficial Owner
EnBEBA

Inferest of controlled
corporations
XA EER

Inferest of controlled
corporations
SRR

Nofe
Hiat

Number of
Shares
3}

2E

15,500,000(L)

15,500,000(L)

15,500,000(L)

Number of

underlying

Shares

HER S

2B

32,591.891(L)

32,591,891(1)

32,591,891(L)

32,591,891(L)

32,591,891(1)

32,591,891(1)

4,645,454(L)

4,645,454(L)

4,545 454(L)
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Total
number of
Shares and
underlying
Shares
B4 R AR
IR AP A

* Approximate
percentage of
shareholding
in the
Company
TRADE
ZBRRE
BO

32,591,891(1) 19.26%
32,591,891(1) 19.26%
32,591,891(L) 19.26%
32,591,891(1) 19.26%
32,591,891(1) 19.26%
32,591,891(L) 19.26%
20,045,454() 11.82%
20,045,454(L) 11.82%
20,045,454(L) 11.82%
BRRAER(RE)FRAT
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* Approximate
Total percentage of
number of  shareholding
Number of Shares and in the
Name of Number of underlying underlying Company
shareholder Shares Shares Shares FRAAT
RE Capacity (i) HER D IR 43 % AR 2R R
wE/£B E-07) £ A B 40 48 24 BOk
EMI Group Interest of controlled 15,500,000(L) 4,545,454(1) 20,045,454(L) 11.82%
Worldwide corporations
R EE R
Norman Cheng Interest of controlled 15,500,000(L) 4,545,454(L) 20,045,454(1) 11.82%
Tung Hon corporations
BERE R EE R
Typhoon Records Interest of controlled 15,500,000(L) 4,545,454(L) 20,045,454(1) 11.82%
Limited corporations
R¥EEEER
Lily Feng Yuen Spouse’s interest 15,500,000(L) 4,545,454(L) 20,045,454(L) 11.82%
Cheung P B
HTE
Evenstar Beneficial Owner 156,164,251(L) 505,688(L) 15,659,939(L) 9.23%
Master Fund ERMAAN
Segregated
Portfolio
Company
. This percentage has been compiled based on the fotal number — * ZASETRBARR IR ZEENFANH=1
of Shares in issue (i.e. 169,637,627 ordinary Shares) as at 30 June HE BT DAEZ(A1169,637,627 BR EZBAR)ET
2008. E.
Notes: K -
1. Mr. Wu Kebo was deemed fo be inferested in these 94,627,991 ] #7058 R 5% A B %5 % B Skyera® B AR 1 &

Shares and 9,090,909 underlying Shares by virfue of his 100% PEREO%WAEHE « UL EW R AT E AR A A
beneficial holding in Skyera and 80% beneficial holding in 94,627,991 1% % 17 19,000,9090% 48 B A 5 #
Chengtion. Of these Shares, 63,165,840 Shares were held by MR o ZERME S » 63,165,8400% B 15 F
Skyera and 31,462,151 Shares and 9,090,909 underlying Shares, Skyeraf A + M HEHER31,402, 1518 B 19 LA R 2B
which will be issued upon full conversion of HKS20,000,000 4% RARRARZZEZERFEFNA=ZTZHETZ
convertible notes issued by the Company on 22 August 2006, 20,000,000/ Je4[E m] # ie S2 18 2 B Ha 1% 6 3%

were held by Chengtian. 17:29,090, Q098X B RERR (D BRI R IE KI5 A °
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Assuming that the Offers were fully accepted, in addifion fo the
inferests as disclosed in Note 1 above, Mr. Wu was also deemed
fo be inferested in 74,809,636 Shares and 4,545,454 underlying
Shares of the Company by virtue of his 100% beneficial holding in
Skyera and Mainway.

Assuming that the Offers were fully accepted, Mr. Wu King Shiu
Kelin and Mr. Chang Tat Joel were deemed fo be inferested in
these 32,591,891 underlying Shares by virfue of their direct or
indirect beneficial holdings as to 60% and 40%, respectively, in
each of AID Parftners Ltd., AID Partners GP1, L.P and AID Parfners
Capital I, LP, AD Partners Assets Management Lid. and Billion
Century Group Limited ("BCG"). Mr. Wu and Mainway had
entered info a subscription agreement with BCG pursuant 1o
which BCG had agreed to subscribe for and Mainway had
agreed fo issue exchangeable notes info shares of Mainway to
BCG for the funding arrangement of the Offers.

These 15,500,000 Shares and 4,545,454 underlying Shares were
held by Typhoon Music (PRC) Limited, a company which was
owned as fo 80% by EMI Group Worldwide and as fo another
50% by Typhoon Records Limited. As (i) EMI Group Plc had 100%
confrol of Virgin Music Group Limited, which in turn had 100%
control of EMI Group Worldwide; and (i) Mr. Norman Cheng Tung
Hon had 100% control of Typhoon Records Limited, each of EMI
Group Plc, Virgin Music Group Limited, EMI Group Worldwide, Mr.
Norman Cheng Tung Hon and Typhoon Records Limited was
deemed fo be inferested in 15,500,000 Shares and 4,545,454
underlying Shares, which were Shares issuable upon full
conversion of HKS$10,000,000 4% convertible notes issued by the
Company to Typhoon Music (PRC) Limited on 22 August 2006,
held by Typhoon Music (PRC) Limited.

Ms. Lily Feng Yuen Cheung, the spouse of Mr. Norman Cheng
Tung Hon, was deemed 1o be inferested in the Shares and
underlying Shares of the Company in which Mr. Norman Cheng
Tung Hon was inferested

Evenstar Mastfer Fund Segregated Portfolio Company (“Evenstar
Master”) was owned as to 85% by Evenstar Capital Management
Limited, being the immediafe holding company of Evenstar
Master.
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BERMWIEEZES IS ERN - MANMREEDRIE
%5 7E A SkyeraBMainway 2 2Bz - % £ X
MisE TR R 2 o) - LR ARG R
ARE)74,809,636 BN K4,545,454 BAERARRS
5

BRI EERE TR MBERNERABEER
BB AE S A 5 Bl B R ok B B s R O0% 40%
MAID Partners Ltd.+ AID Partners GP1, LP &
AID Partners Capifal |, LP.~ AID Partners Assefs
Management Lid JAKBillion Century Group Limitfed
(TBCG) z#eas - HUEARABSE A R BREAE SRR
E%ﬁﬁEZiSQ 501,81 IRABRARR (02 2= o BLULHE

% A BMainwoyE EBBCCET Y, —E R B
Tﬁ%.ﬁ% EHBCCR E R & mMainway R EmBCG
AT A] B 2 R s AN ainway gD - B 1ERS
REHE-

% %15,500,0008% B 17 K&4,545,4541% 18 # I&
% BTyphoon Music (PRC) LimitedFf 4 °
Typhoon Music (PRC) Limited]3 —ZK BHEMI
Group Wor\dwwde&wphoom Records
Limiteo s & B B50%HE 2 2 R A« & R()HEMI
Group Plc#E B Virgin Music Group Limitedz
2 EREHRE - MVirgin Music Group Limited#
BEMI Group Worldwidez & 26425 Hil # : K (i)
Bl 5% S 4 A Typhoon Records Limitedz
2 IR HI#E - BEMI Group Ple- Virgin Music
Group Limited * EMI Group Worldwide » B85
& %t & Klyphoon Records Limited®& B 4 #
8 A& # B Alyphoon Music (PRO) Umﬁedﬁﬁ
?—irﬁz 15,500,0008% izt J B 2 81T AN A E]
ZEERFNAZTZHAEIT FTyphoon Music
(PRC) Limited{E{E10,000,0003 7t 2 A AT
FIRM BT 24,545, A5ARRAEREAR 5 AP A2

BMERERL Z BB TEZ IR REAHRE
TEAERANR B MARRARD P 2 #Eas o

Evenstar Master Fund Segregated Porffolio
Company ([Evenstar Master]) BEvenstar
Capital Management Limited (BEvenstar
Masterz BT A 7)) 358 85% i ws o
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Abbreviations: AERSEA
iK sfands for long position My £y
'S’ stands for short position [S] BxE

During the financial year ended 30 June 2008, the Company #HBEZZENFAA=THIMEREE A 7 g
repurchased its shares on the Stock Exchange. The Directors EERFTEDER D - EERAE BRI ESREA
consider that such repurchases were made in the best inferest AR RIRE Z AR R 2R 2 KEFZ - BEAKG
of the shareholders of the Company who retain their investments — BERIFHEEHFILOT -

in the Company. Defails of such share repurchase are set ouf

below:

Aggregated

consideration

(excluding

transaction

Number of Highest Lowest costs)

shares price price HRE

Month/Year
B/ &4

per share per share (T
ERBSERE BRBEER RBHEA)
HKS HKS
BT BT

repurchased
BEROHE

July 2007 628,000 3.40 3.24 2,064,020
—ZTTLFLA

August 2007 615,000 3.30 2.90 1,037,770
—TELFNA

September 2007 270,000 3.00 2.92 801,930
—EELFNA

February 2008 90,000 400 3.88 351,660
—EENF_A

Total: 1,603,000 5,155,380
B =

wves A
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The Shares repurchased during the year were cancelled upon

repurchase and accordingly, the issued share capifal of the
Company was diminished by the nominal value thereof. The
premium payable on such repurchase was charged against the

share premium account of the Company.

Save as disclosed above, neither the Company nor any of ifs

subsidiaries purchased, sold or redeemed any of the Company’s
listed securities during the year.

(@

Purchase of equipment for film exhibition and
screen advertising

During the financial year ended 30 June 2008, the
Croup purchased cerfain  equipment from GDC
Technology Limited ("GDC Technology”) for its fim
exnibifion and screen advertising businesses in Hong
Kong and Mainland China. Since Mr. Li Ka-Shing, the then
substantial shareholder of the Company, held more than
30% interests in GDC Technology, GDC Technology was
regarded as a connected party of the Company under
the Listing Rules. On 11 September 2007, Mr. Li Ka-Shing's
interest in GDC Technology reduced fo below 30% of the
issued share capital of GDC Technology, and accordingly,
GDC Technology ceased fo be a connected party of the
Company since then. For the period from 1 July 2007 fo
10 September 2007, the purchase made by the Group
from GDC Technology amounted fo approximately
HK$2,000,000.
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Consultancy agreements with ex-directors

On 26 October 2007, the Group enfered into the
consulfancy agreements with each of Mr. Raymond
Chow Ting Hsing and Ms. Roberta Chin Chow Chung
Hang. the then Directors for a ferm of 3 months at a cash
consideration of HKS$1,038,000 and HK$750,000 for such
3-month ferm, respectively (collectively, the "Consultancy
Agreements”).The Directors believed that it was in the best
inferest of the Group o confinue 1© have Mr. Raymond
Chow Ting Hsing and Ms. Roberta Chin Chow Chung
Haong fo serve the Company for a fransitional period so
that the then new Board can benefit from their knowledge
and experience in relafion fo the Group and the industry
in which the Group operafed. As Mr. Raymond Chow
Ting Hsing and Ms. Roberta Chin Chow Chung Hang
were Directors up fo 26 October 200/ and therefore
were regarded as connected persons of the Company,
Accordingly, the enfering info of each of the Consulfancy
Agreements constituted connected fransactions of the
Company under the Listing Rules.

During the financial year ended 30 June 2008, the total
consulfancy fee paid fo each of Mr. Raymond Chow
Ting Hsing and Ms. Roberta Chin Chow Chung Hang
pursuant to their respective Consulfancy Agreement were
HKS1,038,000 and HK$750,000, respectively. In addition fo
tThe consuliancy fee, under the Consullancy Agreements,
the Group shall provide living quarters to Mr. Raymond
Chow Ting Hsing and Ms. Roberta Chin Chow Chung
Hang during the ferm of their respective Consultancy
Agreement and the total costs of providing such quarters
fo each of Mr. Raymond Chow Ting Hsing and Ms
Roberta Chin Chow Chung Hang during the said period
amountfed fo HKS255,000 and HK$S?3,000, respectively.

GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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Save as disclosed above, details of the material connected
and confinuing connected fransactions and  related  party
fransactions for the year ended 30 June 2008 are set out in note
32 to the financial statements. These connected or confinuing
connected transactions constituted de minimis fransactions (as
defined in the Listing Rules) and were exempt from the reporting,
approval
requirements. The independent non-executive Directors have

announcement and independent shareholders’
reviewed and confirmed fthat such connected or continuing
connected fransactions were enfered info in the ordinary and
usual course of the business of the Group, on normal commercial
ferms or on ferms no less favourable fo the Group than ferms
available fo or from independent third parties, and in accordance
with the relevant agreement(s) governing them on terms that are
fair and reasonable and in the interests of the shareholders of the

Company as a whole.

The Company has received from each of the independent non-
executive Directors an annual confirmation of independence
pursuant to Rule 3.13 of the Listing Rules and considers all the
independent non-executive Directors fo be independent.

Remuneration of fthe employees of the Group is made
reference 1o the market, individual performance and contribution.
As a long-ferm incentive, the Share Option Scheme is in
place and the details of which are set out in note 28(iil) fo

the financial statements.

Directors’ emoluments are subject to the recommendations
of the remuneration committee of the Company and the
Board's approval. Other emoluments are defermined by the
poard with reference fo Directors” duties, abllities, reputation and
performance.
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Report of The Directors
Exensd

Based on the information that is publicly available fo the
Company and within the knowledge of the Directors as af the
date of this report, approximately 10.4% of the fofal issued share
caopital of the Company was held by the public which was below
the prescribed percentage for the Company as required by Rule
8.08(1)(a) of the Listing Rules. Pursuant fo the announcement of
the Company datfed 10 July 2008, the Company had applied to
the Sfock Exchange for the suspension of frading in the Shares
and the frading in the Shares remained in suspension since 11
July 2008. The Company has applied to the Stock Exchange for a
walver from sfrict compliance with Rule 8.08 of the Listing Rules for
three months with effect from 12 October 2008 and will apply 1o
the Stock Exchange to resume frading in the Shares once the 25%
minimum public float of the Shares has been restored.

Messrs. Emst & Young (CE&Y™), who had acted as the auditors of
the Company in the proceeding three years, resigned as auditors
of the Company with effect from 12 June 2008 and Messrs. KPMG
(CKPMG") were appointed as auditors of the Company to fil the
casual vacancy following the resignation of E&Y as audifors
of the Company, and to hold office until the conclusion of the
forthcoming annual general meeting of the Company.

The financial sfatements have been audited by KPMG who will
refire and, being eligible, offer themselves for re-appointment af
the forthcoming annual general meeting of the Company.

ON BEHALF OF THE BOARD

Wu Kebo
Chairman

Hong Kong

16 October 2008
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Corporate Governance Report

The Board of Directors (the “Board”) recognises the importance
of good corporate governance fo mainfain  the Group's
competitiveness and lead fo its healthy growth. The Company has
faken steps not only fo comply with code provisions as set out in
The Code on Corporate Governance Practices (the "CG Code”)
as sef out in Appendix 14 of the Listing Rules but also to aim af
enhancing the corporate governance practices of the Group as

a whole.

For the financial year ended 30 June 2008, the Company has
complied with the code provisions of the CG Code except for
deviations from the code provisions A.2.1, A3, A4.1 and B.1.1 of

the CG Code as summarized below:

©)

(©)

Pursuant fo code provision A.2.1 of the CG Code, the roles
of chairman and chief executive officer ((CEO”) should
be separated and should not be performed by the same
individual. The division of responsibilities between the
chairman and CEO should be clearly established and
sef out in writing. The Company at present does not have
any officer with the fitle of CEO. Due fo the re-designation
of Mr. Phoon Chiong Kit from executive Director fo non-
executive Director with effect from 21 Decemlber 2007,
Mr. Wu Kebo, the chairman and executive Director, was
appointed as the acting managing director with effect
from 21 December 2007. The Board considers that as
Mr. Wu Kebo has experience in acting in a leading and
managing role in media and enfertainment businesses, it
is in the inferests of the Company for Mr. Wu Kebo 1o act as
the acting managing director pending the appointment
of a new CEO to ensure continuity. The Board has faken
active sfeps 1o seek a suitable individual with appropriate
qualifications fo act as the CEO of the Company and is
sfill in the process of identifying such individual.

Pursuant fo notfe 1 fo code provision A.3 of the CG Code
and as required under Rule 3.10 of the Listing Rules,
every board of directors of a listed issuer must include af
least 3 independent non-executive directors. Due fo the
resignation of Mr. Paul Ma Kah Woh as an independent
non-executive Director on 24 December 2007, the fotal
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number of independent non-executive Directors  fell
Pelow the minimum number as required under Rule 3.10
of the Listing Rules. Subbsequently, Mr. Leung Man Kit was
appointed by the Board as an independent non-executive
Director with effect from 11 February 2008 such that the
requirement as to the minimum number of iIndependent
non-executive Directors as required under note 1 fo code
provision A.3 of the CG Code and Rule 3.10 of the Listing
Rules had been fulfiled.

(©) Pursuant to code provision A4.1 of the CG Code, non-
executive directors of a listed issuer should be appointed
for a specific tferm and subject to re-election. All non-
executive Directors were not appointed for a specific term
but are subject fo the requirement of refirement by rofation
and re-election ot least once every three years af the
annual general meetings of the Company in accordance
with the relevant provisions of the Company’s Bye-laws,
accomplishing the same purpose as being appoinfed
for a specific ferm.

(d) Pursuantto code provision B. 1.1 of the C& Code, a majority
of tThe members of the remuneration committee of a listed
issuer should be independent non-executive directors,
The remuneration commitfee of the Company currently
comprises one executive Director, one non-executive
Director and two independent non-execufive Directors,
During the year, due to the resignatfion of Mr. Paul Ma
Kah Woh and Mr. Frank Lin as independent non-executive
Directors and members of the remuneration committee
of the Company, the requirement in relafion fo the
composition of the remuneration committee under code
provision B.1.1 of the CG Code has not been fulfiled. The
Board is in the process of inviting an existing independent
non-executive Director fo become a member of the
remuneration committee of the Company.

As such, the Company considers that sufficient measures have
een taken to ensure that the Company’s corporate governance
practices are No less exacting than those in the code provisions
of the CG Code.
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The Company has adopted ifs own code on ferms no less
exacting than those set out in the Model Code of the Listing Rules.
The Company has made specific enquiries with all the Directors
and all of them have confirmed that they had complied with
the requirements setf out in the Model Code and the Company’s
code for the financial year ended 30 June 2008.

The Board comprises five executive Directors (including the
Chairman of the Board and one alfernate Director), four non-
executive Directors and three independent non-executive Directors,
whose biographical details are set out in the "Biographical Details
of Directors” on pages 4 to 11 of this annual report

The Board is
management of the business and affairs of the Group. The

collectively  responsible  for overseeing the
Board meets regularly throughout the year fo discuss the overall
strafegies as well as operation and financial performances of
the Group. Matters relating to (i) the formulation of the Group's
overall strategy and directions; (i) any material confict of interest
of substantial shareholders of the Company or Directors; (iii)
approval of the Group’s annual resulfs, annual budgets, and other
significant operational and financial fransactions; (iv) changes to
the Company’s capital structure; and (v) major appointments
fo the Board are reserved for decisions by the Board. The Board
has delegated the day-fo-day management, administration
and operation of the Group and implementation and execution
of Board policies and strategies fo the executive Directors and
management of the Company.

All Directors have lbeen given sufficient time and effort to the
affairs of the Group and they have full and timely access fo all
relevant information regarding the Group's affairs and have
unrestricted access o the advice and services of the company
secrefary. The Directors may seek independent professional
advice at the Company’'s expenses in carrying out their duties
and responsibilities.

Appropriate and sufficient insurance coverage has been effected
by the Company in respect of Director’s liabilities arising from the
legal action that may e taken against the Directors in relatfion o
corporate activities,
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During the financial year ended 30 June 2008, ten Board meetings #HEZZZENFAA=+HLETBRFEALET+
were held and the aftendance of the Directors is as follows: REEGEH  BEFHEBEROT :

Meetings Attended/
Members Eligible to Attend
K& BHE/SERLESE
Executive Directors HITEE
Wu Kebo (Chairman) hre R (EME) 7/8
(appointed on 26 October 2007) (RZZZ+F AT BEZE)
Fiona Chow Sau Fong BFEH 6/7
(also alternate to Chow Siu Hong and (MR NNE2EEES -
appointed on 30 October 2007) RZZTHF+A=+HEEZME)
Wang Wei T 7/8
(appointed on 26 October 2007) (R=ZZZ+FT AT BEZE)
Wu Keyan (Note 1) Tﬁ?ﬁiﬂt(ﬁﬁuﬂ) -
(appointed as altfernate to Wu Kebo (RZZZENGF—H—REZE
on 1 January 2008) RERZBEESE)
Lau Pak Keung 2858 9/10
(resigned on 31 August 2008) (RZZZENFN\A=T—HEFHE)
David Chan Sik Hong PR £5 5T 8/9
(resigned on 24 March 2008) (RZZEENF=ZA_THHEEE)
Raymond Chow Ting Hsing 9 gEd 3/3
(resigned on 26 October 2007) (RZZEZ+F+AZTHEHE)
Roberta Chin Chow Chung Hang BRAPEHT 2/3
(resigned on 26 October 2007) (R=ZZEZ+F+AZ+HEHE)
Non-executive Directors FHITEE
Eric Norman Kronfeld Eric Norman Kronfeld Q/10
Takashi Araki Fe/RPE 7] 6/7
(appointed on 29 October 2007) (RZZZ+FTAZTHBEZE)
Shen De Min (Nofe 2) IBR (Hat2) =
(appointed as executive Director (RZZEENF=A=+"H
on 26 March 2008 and re-designated BLZERNTES
fo non-executive Director on WHR=ZZFZN\FNA—BHREE
1 Septermber 2008) RIFBITESE)
Chow Siu Hong B/ NE 7/8
(appointed as executive Director (RZZEELFTA=1+ A%
on 26 October 2007 and re-designated ZERWITES
fo non-executive Director on WHR=ZZFZN\FNA—BHRE
1 Septermber 2008) RIFBITESE)
Phoon Chiong Kif RN 10/10
(re-designated from executive Director to (RZZZE+F+A=+—H
non-executive Director on BRTESAERIENTESL
21 December 2007 and resigned R=ZTZTN\F=A=+/\HEHT)

on 28 March 2008)
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Meetings Attended/
Members Eligible to Attend
591 BHE/SEELESE
Independent non-executive Directors HIIFNTEF
Leung Man Kit REME 1/2
(appointed on 11 February 2008) (R=ZEENF=_A+—HEZF)
George Huang Shao-Hua mAE 9/10
Prince Chatrichalerm Yukol Prince Chatrichalerm Yukol 5/10
Paul Ma Kah Woh BRM 6/7
(resigned on 24 December 2007) (RZZZ+F+ A +HBEEHE)
Frank Lin MBI
(resigned on 2 November 2007) (RZZZLF+—AZHEHME) 3/4
Notes Bt -
1. Ms. Wu Keyan is the sister of Mr. Wu Kebo. 1. i+ AR TR T EZMEE o
2 Mr. Shen De Min was appoinfed as the Director on 26 March 2 MEREER_ZZENF=A=_TAEEE
2008 and therefore has not atfended any meeting of the Board RES  ARVYELFZAHIIzEIEEe S

held pricr fo that datfe.

At least 14 days’ prior nofice to the datfe of the meeting of the
Board was given fo all Directors and an agenda together with
Board papers and materials were sent to all Directors no less than
three days before the date of the Board meeting. All Directors were
given opportunity fo include in the agenda any other matter that
they would like fo discuss in the meeting. The Board committees
also adopted and followed the foregoing procedure for the
Board commiftiee meetings. All Directors and Board committee
members were urged o affend the Board meeting and the Board
commiftfee meeting in person. If any Director or Board committee
member was unable fo affend any such meetfing in person,
participation through electronic means had been arranged and
made available fo such Director and Board commitfee member.

If a Director had a potential confict of inferest in a matter being
considered in the Board meeting, the Director having such
pofential inferest albsfained from vofing. Independent non-
executive Directors with no conflict of interest were present at such
meeting fo deal with related issues.
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The company secrefary prepared and kept detailed minufes of
each Board meeting and Board committee meetfing and, within
a reasonable time affer each meeting, the draff minutes were
circulated fo all Directors for comment and the final and approved
version of the minutes was sent fo all Directors for their records.
The Board commitfees had also adopted and followed the same
practices and procedures as used in the Board meetings.

During the financial year ended 30 June 2008, due fo the
resignatfion of Mr. Paul Ma Kah Woh as an independent non-
executive Director with effect from 24 December 2007, the fofal
number of independent non-executive Directors fell below the
minimum number as required under Rule 3.10 of the Listing Rules.
Subsegquently, Mr.Leung Man Kit was appointed by the Board as an
independent non-executive Director with effect from 11 February
2008 such that the requirement as fo the minimum number of
iNndependent non-executive Directors as required under note 1 fo
code provision A.3 of the CG Code and Rule 3.10 of the Listing
Rules had been fulfilled.

The Board has received from each independent non-executive
Direcfor a written confirmation of his independence and the
Board considers all of them to be independent pursuant fo rule
3.13 of the Listing Rules.

To the best knowledge of the Company, except for Ms, Wu Keyan
who is the sister of Mr.Wu Kebo, there is no financial, business, family
or other material relationship among memibers of the Board.

The Chairman of the Board, Mr. Wu Kebo, is responsible for
providing leadership of the Board and ensuring all Directors are
properly briefed on issues arising af the Board meeting. In addition,
he is charged with duty fo ensure that Directors receive in fimely
manner adegquate, complete and reliable information in relation
fo the Group’s affairs. The Chairman also encourages Directors 1o
actively participate in and fo make a full contribution to the Board
so that the Board functions effectively and acts in the best inferest
of the Company.
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The Company at present does not have any officer with the fitle
of CEQ. During the year, due fo the re-designation of Mr. Phoon
Chiong Kit from executive Director to non-executive Director with
effect from 21 December 2007, Mr. Wu Kebo, the chairman and
executive Director, was appointed as the acting managing
Director with effect from 21 December 2007. The Board considers
that as Mr. Wu Kebo has experience in acting in a leading and
managing role in media and entertainment businesses, it is in the
interests of the Company for Mr. Wu Kebo fo act as the acting
managing Director pending the appointment of a new CEO fo
ensure confinuity. The Board has faken active steps fo identify @
suitable individual with appropriate gqualifications fo act as the
CEO of the Company and is still in the process of identifying such
individual.

Allnon-executive Directors were not appointed for a specific ferm but
are subject fo refirement by rofation and re-<lection af least once
every three years af the annual general meetfings of the Company in
accordance with the relevant provisions of the Company’s Bye-laws,
accomplishing the same purpose as being appointed for a specific
ferm. In the Board meeting and Board cormmittee meeting in which
consfructive views and comments of the non-executive Directors are
given, the non-executive Directors provides independent judgment
on the issues relating fo the strategy, performance, confiict of inferest
and management process

The Company has established a remuneration committee of the
Company (‘Remuneration Commitfee”) on 8 October 2004 and
nas formulated its written terms of reference in accordance with
code provision B. 1.3 of the CG Code. The Remuneration Committee
currently comprises one executive Director, being Mr.Wu Kebo, one
non-executive Director, being Mr. Eric Norman Kronfeld (who also
acts as the chairman of the Remuneration Committee), and fwo
independent non-executive Directors, being Mr. Leung Man Kit
and Prince Chatrichalerm Yukol. The principal responsibilities of the
Remuneration Commitfee include making recommendation fothe
Board on the Company's policy and structure for the remuneration
packages of all the Directors and senior management of the
Company according fo ifs ferms of reference, including lbbenefits
in kind, pension rights and compensation payments, including
any compensation payable for the loss or ferminatfion of their
office or appointment. The remuneration of the Directors and
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senior management of the Company is defermined by reference
fo factors such as salaries paid by comparable companies,
fime commitment and responsibilities of the Directors and senior
management, employment conditions elsewhere in the Group
and desirability of performance based remuneration.

The Remuneration Cormmiffee is required to consult the Chairman
of the Board regarding the remuneration of the executive Directors
and memibers of the Remuneration commiffee have access fo
professional advice on remuneration of execufive Directors if
considered necessary.

The Remunerafion Committee held ftwo meetfings during
the financial year ended 30 June 2008 fo review and make
recornmendation fo the Board on the Directors’ fees of all the
existing non-executive Directors and fo review the remuneration
package of allexisting executive Directors and senior management
of the Company. The Remuneration Committee also reviewed
and approved the ferms of service confracts of the executive
Directfors, and the granfing of share opfions to the executive
Direcfors and senior management of the Company pursuant fo
the Share Option Scheme The affendance of the memlbers of the
Remuneration Commitfee is as follows:

Xfz#HE  EFREREEABN ZERE LB
B AEEEE 7 BRI KRR HBHIN T
RZEAMBEEREMERE

PN E S ARNTESTLTFNEZE N8 ZH
BAEFE IR BEANR(MEBE)RATES
ZHMEKREEER -

FHEEERNEE_TENFAA=ZTHLEMBE
EEETMASH IR 2BREFRTERL
EEHE  UERRHAARTAZBAENTEERD
REEABZHFMGFALFUMESSHFELERZ
& FNZEemE R RERTET ZRBE
WIEFA R BBRESF SR AR BRRTEZTLS
REBABRLBLEE FHEZEEXNEZHER
AT

Meetings Attended/
Members Eligible to Attend
245} BiHE/REREREE
Eric Norman Kronfeld (Chairman) Eric Norman Kronfeld (/&) 2/2
Wu Kebo h5eRK 2/2

(appointed on 26 October 2007)
Leung Man Kit (Nofe) RREGE (Hat)
(appointed on 11 February 2008)

Prince Chatrichalerm Yukol
Nofte Mr. Leung Man Kit was appointed as an independent non-
executive Director and a member of the Remuneratfion
Commiftee on 11 February 2008 and therefore has not affended

any meeting of the Remuneration Committee held prior fo that
date
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Defails of emnoluments of each Director are sef out in note 9 to the
financial staterments of this annual report.,

The Board is empowered under the Company’s Bye-laws fo
appoint any person as a Director either fo fill @ casual vacancy
on oI, subject fo authorisation by the members at the general
meetfing, as an additional member of the Board. The selection
criteria are mainly based on the professional qualifications and
experience of the candidate. Pursuant fo Bye-law 86(2) of the Bye-
laws of the Company, any Director who has been appointed by the
Board must refire and be subject o re-election at the first general
meeting after his/her appointment. A retfiring Director shall be
eligible for re-election. The Board reviews regularly ifs composition
fo ensure a balance of skills and experience appropriate for the
requirements of the business of the Company. During the year, the
Board reviewed the qualification and experience requirerments of
the candidate so as to cope with the Company’'s development
and business expansion.

For the financial year ended 30 June 2008, the fees paid/payable
fo the Group’s auditors, Messrs. KPMG, are set out as follows:

Services Rendered

FriR B %

EZRTS
FRBZIRTS

Audit Services
Non-audit services

The Board is responsible for preparing the accounts that give a
frue and fair view of the financial position of the Group on a going
concern basis. It is also responsible for presenting a balanced,
clear and understandable assessment in annual / interim reports,
price-sensitive announcements and other financial disclosures.
Management of the Company provides all relevant information,
records and ofher information so as fo enable the Board to
discharge its responsibilities.
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The Board established an audit committee of the Company (the
‘Audit Committee”) on 9 October 1998 and formulated written
ferms of reference in accordance with the requirements of the
Listing Rules. The Audit Commiftee’s current members comprise
three independent non-executive Directors, being Mr. Leung Man
Kit (who also acts as the chairman), Mr. George Huang Shan-Hua
and Prince Chatrichalerm Yukol.

During the financial year ended 30 June 2008, three Audit
Committee meetings were convened and the individudl
affendance of the members of the Audit Committee is set out as
follows:

Members

24}

BEEgRN—NNANFETANBKRIARB ZEBZE
Be((FxZEg])  WRE LEmARAEZEEIBE
BEHE @ ERLZESREKERIE=RB I
TESE IRRGTE(RIDEERER)  |LEL
H# K Prince Chatrichalerm Yukol e

BE_ZTTN\FAA=THULMBFEEAR=X
BERREQER  ERZEBSEMKBZHERR
LI

Meetings Attended/
Eligible to Attend
BUHE/RERLREEE

Leung Man Kit (Chairman) RREG () 2/2
(appointed on 11 February 2008) (R=ZEZN\F=-A+—REZE)

George Huang Shao-Hua mAE 3/3

Prince Chatrichalerm Yukol Prince Chatrichalerm Yukol 1/3

Frank Lin IR 1/1
(resigned on 2 November 2007) (R=ZZEZE+F+—HA-HEHE)

Paul Ma Kah Woh e 1/1
(resigned on 24 December 2007) (RZZZLEFE+ A +HEEE)

The principal duties of the Audit Commitfee include monitoring the
infegrity of the financial statfements of the Company, reviewing the
effectiveness of Company’s infernal control and risk management
as delegated by the Board and making recormmendation fo the
Board on the appointment and engagement of the external
auditors for the audit and non-audit services. The Audit Committee
is provided with sufficient resources fo enable it to discharge ifs
dufies.
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During the financial year ended 30 June 2008, the Audit Committee
reviewed the accounting principles and policies adopted by the
Group and discussed and reviewed financial reporting matters
including the inferim and audited financial stafements. In
addition, the Audit Commiffee also reviewed the engagement of
the external auditors and the adequacy and effectiveness of the
Company’s internal control and risk management systems and
made recormmendations fo the Board. There was no disagreement
petween the Board and the Audit Committee on the selection,
appointment or resignation of the external auditors.

Pursuant to Rule 3.21 of the Listing Rules, the audit committee
of an issuer must comprise a minimum of three members and
at least one of whom is an independent non-executive director
with appropriate gualifications or accounting or related financial
management expertise as required under Rule 3.10(2) of the Listing
Rules. The resignation of Mr. Paul Ma Kah Woh as an independent
non-executive Director and the chairman and member of the
Audit Committee resulted in the total number of members of the
Audit Committee falling below the minimum number as required
under Rule 3.21 of the Listing Rules and the Company failing to
meet the reguirement regarding gualification of the memlber of
the Audit Committee under Rule 3.21 of the Listing Rules. The Board
appointed Mr. Leung Man Kit as an independent non-executive
Director and the memlber and chairman of the Audit Committee
with effect from 11 Felbruary 2008 such that the requirements as
fo the minimum number of members of the Audit Committee
and the qualification of the member of the Audit Committee as
required under Rule 3.21 of the Listing Rules had been fulfilled

The Directors acknowledge their responsibilities fo prepare the
financial stafements in each financial year with supports from
finance department of the Company and fo ensure that the
relevant accounting policies are observed and the accounting
standards issued by the Hong Kong Insfitufe of Cerfified Public
Accountants are complied with in the preparation of such financial
stafernents and fo report the financial affairs of the Company in a
frue and fair manner.

The statement by the auditors of the Company regarding ftheir
responsibilities on the financial statements of the Group is set out
iN Independent Audifors’ Report on pages 66 to 67/,

Corporate Governance Report
PEERRE

BE_TTN\FAA=ZTHLMBEE B%ZE8
SEENARERMN 2SS RAULBEK » Xitwmk
EHRMHHREE  BETHMEECVHTERE -
AN - BREREGNEMHINERBEZEE - AQ
ARNHEELARERGIERDRHARAN - I
AESSFHERER ESeHELZESNE
B RERBRINERBEIL BB R OB -

0

@

RIBEEMMRBNEI 2R - BTAZEZRESAE
EEL=2KEB  EFRI-BB/AELHRAUE
SI0EMELZ B EER KNG NAET HEIE
BERZBIUFNTES - BRMELRTELIFH
TEFUNBERZEGIRLKE  LBEZEE
G2ZRERBER EMRAIES 21 EREZRIEA
B MERRRIARENE EMRAE2EBREE
BREERBERIHAE EFSLRERRESTE
REFATERARERZEERBREIE 8
“EENF_A+TBERER BENae LR
AIFEI2MEERERZE G B ZHEABANLE
BEZEERBERIMRE -

EEHEMREZEERNARRMBEFIET
mEBEYRFERE M BHHRE - BRERBEES
BREELGFTMASRM ST ERRRABEY
B#EK - UREBRATMERAR B ZHBIRR

ARBZBEREH A REMBHRR 2 EE 2B H
FHNFEORO/AZ B RBEREENA ©

EARRER(RE)ARAF
2008 &3k

63



Corporate Governance Report
EEERE

The Direcfors confirm that, fo the best of their knowledge,
information and belief, having made all reasonable enquiries,
they are not aware of any material uncertfainties relating events or
conditions that may cast significant doubbt upon the Company’s
abllity fo continue as a going concern.

The Board has overall responsibiliies for mainfaining a sound
and effective infernal control  system  with the am af ()
safeguarding the Group's assets against unaufthorised use or
disposition; (i) maintaining proper accounting records and (i)
ensuring compliance with relevant legislation and regulations.
The infernal control system of the Group comprises a well-
established organisation structure and comprehensive policies
and standards. The Board, through the Audit Committee, has
reviewed the effectiveness of the Group’s infernal control system
covering all material controls, including financial, operational and
compliance contfrols and risk management function for the year
ended 30 June 2008, where some findings have been identified
and reported fo the Board. There are no material infernal control
deficiencies that may aoffect the shareholders of the Company
have come fo the affention of the Audit Committee or the Board.
The Directors are of the opinion that the Company has complied
with the code provision C.2.1 on infernal confrols as set out in the
CG Code confained in Appendix 14 of the Listing Rules.

The Company has adopted a policy of disclosing clear and
relevant information fo the shareholders of the Company in fimely
manner.The general meeting(s) of the Company provides a forum
for communication between shareholders of the Company and
Directors. During the year, the Chairman of the Board personally
chaired and actively parficipated in organizing the annual general
meeting of the Company (the "AGM”) to ensure that shareholders’
views were effectively and fully communicated fo the Directors.
In addition, the chairman of each of the Board committees,
or in their absence, ofther member(s) of the respective Board
committees, were available af the AGM 1o answer any queries that
the shareholders of the Company had. The Chairman proposed
separate resolutions for each issue fo be considered in AGM.

o4
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Review of the AGM proceedings had been carried out by the
Board from time to fime so as to ensure that the Company had
followed the best corporate governance practices. Nofice of the
AGM together with the circular setffing out details of each of the
proposed resolutions, voting procedures (including procedures
for demanding and conducting a poll) and other relevant
information were delivered fo all the shareholders of the Company
at least 21 days before the date appoinfed for the AGM. At the
commencement of the AGM, procedures for demanding and
conducting a poll were explained by the chairman of the AGM
fo the shareholders of the Company and the vofes cast were
properly counted and recorded by the scrutineer appointed
by the Company. Poll results of the AGM were posted on the
Company’s website on the day of the AGM.
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Independent Auditor’s Report

BN AZBEN RS

L

Independent auditor's report to the shareholders of
Golden Harvest Entertainment (Holdings) Limited
(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial stafernents of Golden
Harvest Enterfainment (Holdings) Limited (the "Company”)
sef out on pages 68 1o 223, which comprise the consolidated
and Company balance sheets as af 30 June 2008, and the
consolidated income stafement, the consclidated stafement of
changes in equity and the consolidated cash flow statement for
the year then ended, and a summary of significant accounting
policies and ofher explanatory notes

The directors of the Company are responsible for the preparation
and the frue and fair presentation of these financial statements
in accordance with Hong Kong Financial Reporting Standards
issued by the Hong Kong Institute of Certified Public Accountants
and the disclosure requirements of the Hong Kong Companies
Ordinance. This responsibility includes designing, implementing
and maintaining internal control relevant fo the preparation and
the true and fair presentation of financial statements that are free
from material misstaternent, whether due o fraud or error; selecting
and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances

Our responsibility is to express an opinion on fthese financial
statements based on our audit. This report is made solely o
you, as a body, in accordance with section Q0 of the Bermuda
Companies Act 1981, and for no other purpose. We do not assume
responsibility fowards or accept liability fo any other person for the
contfents of this report
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We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute of Certified
Public Accountants. Those standards require that we comply with
ethical requirements and plan and perform the audit to obtain
reasonable assurance as to whether the financial statements are
free frorn material misstatement.

An audit involves performing procedures fo obtain audit evidence
about the amounts and disclosures in the financial statements.
The procedures selected depend on the audifor's judgement,
including the assessment of the risks of material misstatement of
the financial statements, whether due fo fraud or error. In making
those risk assessments, the auditor considers infernal control
relevant to the entity’s preparation and frue and fair presentation
of the financial stafements in order to design audit procedures
that are appropriafe in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtfained is sufficient
and appropriate to provide a basis for our audit opinion.

In our opinion, the consolidated financial statements give a frue
and fair view of the sfate of affairs of the Company and of the
Group as af 30 June 2008 and of the Group’s profit and cash
flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards and have been properly prepared
in accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.

KPMG

Cerlified Public Accountants
8th Floor, Prince’s Building

10 Chater Road

Central

Hong Kong

16 October 2008
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Consolidated Income Statement

for the year ended 30 June 2008

2008 2007
Nofe HK$°000 HK$'000

Continuing operations

Turnover K} 619,901 469,511
Cost of sales (289.552) (216,732)
Gross profit 330,349 252,779
Other income 9 67,723 43,775
Selling and distribution costs (301,739) (244,452)
General and administrative expenses (61,498) (68.799)
Other operating expenses (14,979) (11,445)
Profit/ (loss) from operations (28,142)
Finance costs 6(a) (15,712)
Share of profits less losses of associates 20,801
Gain on disposal of inferest in an associate 15(d) 115,970
Loss on disposal of interest in a jointly controlled entity 16(d) &.717)
Profit before taxation 87.200
Income tax 7(a) 414
Profit for the year from continuing operations 87,614
Discontinued operation - jointly controlled entity held for sale 8
Profit for the year from discontinued operation 8.949
Total profit for the year 96,563
Attributable to:
Equity shareholders of the Company 11 96,717
Minority interests (154)
Profit for the year 6 96,563
Earnings per share 12
Basic
- Continuing operations 5.2 cents 66.6 cents
- Discontinued operation 3.0 cents 6.8 cents
73.4 cents
Diluted
- Continuing operations 5.2 cents 52.8 cents
- Discontinued operation 3.0 cents 5.0 cents
57.8 cents

The notes on pages 84 to 223 form part of these financial statements.
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Consolidated Balance Sheet

at 30 June 2008

2008 2007
Nofe HK$°000 HK$'000

Non-current assets

Fixed assets 13 367,395 262,189
Interest in associates 15 - 169,369
Amounts due from jointly controlled entities 16 32,285 26,069
Prepaid rentall 8,015 8.704
Club memberships 3,590 3.590

Rental and other deposits 54,006 51,507
Trademarks 17 79.421 79.421
Deferred tax assets 27(a) 358 1,503
Pledged bank deposits 21 10,133 2,049

555,203 604,401

Current assets

Inventories 18 708
Film rights % 27,503 33,090
Trade receivables 20 27,045 13,450
Ofther receivables, deposits and prepayments 20(c) 49,355 42,674
Amounts due from jointly controlled entities 16 50,277 14,787
Pledged bank deposits 21 - 2,141
Deposits and cash 21 266,307 219,162
422,904 326,012
Assets of a jointly controlled entity held for sale 8 141,037 -
326,012

Current liabilities
Trade payables 22(a) 68,609 46,946
Other payables and accrued charges 22(b) 129,472 87,250
Amounts due fo associates 15 - 236
Customer deposits 3,675 5,622
Bank loans 23 12,480 25,311
Convertible notes 24 31,066 20,262
Current portion of finance lease payables 25 - 353
Loans from joint venture partners 26(a) 22,144 14,787
Taxation payable 9,618 3.788
277.064 204,555
Liabilities of a jointly controlled entity held for sale 8 101,135 -
204,555

7 O GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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Consolidated Balance Sheet
at 30 June 2008

2008
Note HK$'000

Net current assets

Total assets less current liabilities

Non-current liabilities

Bank loans

Convertible notes

Non-current portion of finance lease payables
Loans from joint venture partners

Loan from minority shareholder

Deposits received

Deferred tax liabilities

NET ASSETS

Capital and reserves

Share capital
RENEIVEY

Total equity attributable to equity shareholders of the Company

Minority interests

TOTAL EQUITY

740,945

23
24
25
26(a) 42,505
26(b) 696
4,248
27(a) 16,540
669,156
28

169,638
498,097

669,156

Approved and authorised for issue by the board of directors on 16 October 2008

The notes on pages 84 fo 223 form part of these financial statements.
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Company Balance Sheet

at 30 June 2008

2008 2007
Nofe HK$°000 HK$'000

Non-current assets

Inferest in subsidiaries 14 627,685
Current assets
Amount due from a subsidiary 14 20,000 33,000
Prepayments 127 192
Deposits and cash 21 193 319
33,511
Current liabilities
Payables and accrued charges 2,329
Convertible notes 24 31,066 20,262
22,591
Net current (liabilities) /assets 10,920
Total assets less current liabilities 638,605
Non-current liabilities
Convertible notes 24 100,590
NET ASSETS 538,015
Capital and reserves 28
Share capital 169,638 128,357
RENCIVEY 498,014 409,658
TOTAL EQUITY 538,015

Approved and authorised for issue by the board of directors on 16 October 2008

Directors

A A A

The notes on pages 84 fo 223 form part of these financial statements.
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Consolidated Statement of Changes in Equity

for the year ended 30 June 2008

Exchange
Equity teserve of
component ajointly
Share  Capital of controlled
Share Share  option redemption Confributed converfible Revaluation  Reserve  Surplus Exchange  Retained entity held Minority

capital  premium  reseve  reseve  surplus notes reserve fnds  reserve  reserve  profits  forsale Tolal  interests Total
Note HKS000  HKS000  HKS000  HKSO00  HKS000  HKSO0  HKS000  HKS000  HKSO000  HKS000  HKS000  HKSO000  HKS000  HKSO00  HKS(000

At 1 July 2007 128367 15733 508 4819 80000 880 3974 1139 40 1208 185785 - b0 55 538015

Exchange difference on franlafion
of financial stafements of

- Overseas subsiclcries - - - - - - - - - (28) - - (28) -
- OVeIseas associates - - - - - - - - - 8,837 - - 8837 - 8837
- overseas jointly controlled entifies - - - - - - - - - 0B - - 0B 06 2029
Deferred fox credited fo equity 2(0) - - - - - - 5 - - - - - 5 - 5

Total income ond expenses

tecognised directly in equiy = = = = = = 50 = - B = - 649 106 2%
Proftfor the year - - - - - - - - - - 10763 - 10763 06 11,00
Totalincome and expenses for the year - - - - - - 5 - - 2639 10763 - I8 a2 5
Repurchases of shares 2() (1603)  (35%) - 1,603 - - - - - - (1.603) - (B1%) - (619)
Exercise of share opfions 281i) 1975 4097 (19 - - - - - - - - - 5193 - 5198
Transfer fo refained profts on

lapse of share opfions 28 - - (269) - - 2658 = = =
Conversion of convertiole nofes i 0909 5282 - - - (638) 93,093 - %309
Capital injection from a minorfy shareholder - - - - - - - - - - - - - 4 44
Tronsfer fo reserves = = = = = = = 1 - (AN (-

At 30 June 2008 169638 179,062 158 6422 80000 U2 40 1,866 B 2% 19876 4781 66173 1401 66919

7 é GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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Consolidated Statement of Changes in Equity
for the year ended 30 June 2008

Fquity
Share  Capital component
Share Share opfion redempfion Confriouted of converble Revalucfion ~ Reserve  Surplus  Exchonge  Refained Minority
copfal  premium  reseve  resenve  surplus notes  resenve funds — resene  resenve profis Tolal  inferests Tool
Nofe HKS000  HKS000  HKS000  HKSO00  HKS000  HKS000  HKS000  HKS000  HKS000  HKS000  HKSO000  HKS000  HKS000  HKS(000
At1 July 2006 133081 639881 544 145 - % 3943 49 40 (27460) (330288) 420866 420,866
Resenves realised upon disposal of
- an ossociofe 19(d) 20204 004 20,204
- ajoinfly controlled entiy 3() 39 39 (67) 2
Exchange difference on franlation
of financial stafements of
- Overseos subsicfcries (1.464) (1.46) (1.464)
- 0Verseas associctes 8329 8329 8329
- overseas Jointly confrolled enfifies 1,260 1,260 1,260
Deferted fox crecited fo equity 21(a) 3 3l 3
Totalincome and expenses
tecognised directly in equy 3 28,668 2869 o 28632
Proft for the year W7 907 (154) 96563
Tofol income and expenses for the year 3 8608 %717 125416 @n 151%
Eimination upon capital eorganisation () (500,000) 500,000
Seffing off accumulated losses () - - (420,000) 420,000 - -
Repurchase of shares 28(1) (der) — (14148) 4604 (14748) (14)48)
Issuance of converfible nofes i 18 18 78
Copitolinjecfion from a minorfy shareholder - 716 716
Transfer fo reserves o4 (644)
Equity-setfled shore-bosed fransactions 26 4501 4501 450
At 30 June 2007 12837 1578 5089 4819 80000 880 3974 1139 40 1208 185785 537460 5% 838015

The notes on pages 84 fo 223 form part of these financial statements.

/8

GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
Annual Report 2008



ARENHEIRE
ﬁ?:?;ﬂiﬁﬁ:+5¢¢&

R
aniE RAED Ly v DE

BE ROEE  BE BB SARR BEPS EfRE GEEC RBRE NERE REEH 0 88 RRER &8

i3 Thn Tar Tér THr TEr Thr TRr TEr Tt TR THRr TEn TAr TEn

R=FTELA-A 133031 639,881 54 145 - % 3943 495 A0 (27.460) (330.288) 420866 - 120866
REETIINAIERE SR 2 FlE

—FBELR 15(a) - - - - - - - - - 0! -0 - 0

~—RRREIAR () - - - - - - - - -3 - 6n  m

RENTARRERRE 2

—BHEAR - - - - - - - - - (1460) - (1460 - (1460

~BEENR - - - - - - - - - 83 - 83 - 83

—EMERIEIAT) - - - - - - - - - 120 - 120 - 120

AR ZERHE o) - - - - - - 31 - - - - 3 - 3

- - - - - - 3 - - 28668 - 869 (67) 28632

- - - - - - - - - - N7 %I (154) 96563

KRS - - - - - - 3 - - BB %717 15416 (22) 125195

Uy 24(b) - (500,000) - - 500,000 - - - - - - - = =

HEZHEE 24(b) - - - - (420,000) - - - - - 420,000 - - -

BERH 28(i) (4.674)  (14,148) - 46 - - - - - - - (1414) - (14148)

HITARZE 2z - - - - - T8 - - - - - % - T8

—20BRE - - - - - - - - - - - -6 T

EREGE - - - - - - - oM - - (b - - -

B iEEBRES 28(1i) - - 45 - - - - - - - -4 - 45

R-FTHERA=1H 128357 125735 5085 4819 80000 80 3974 1139 480 1208 185785 537460 555 538015

MNEBAE EF223 BHIMI T RAMEHRREAKEL D

EAREER(RE)ARAF
2008 &3k 7 Q



Consolidated Cash Flow Statement

for the year ended 30 June 2008

2008 2007
Note HK$'000 HK$'000

Operating activities
Profit before taxation

- Continuing operations 17.549 87,200
- Discontinued operation 8 7,430 12,841
Adjustments for:
- Interest income (5.844) (5,445)
- Finance costs 13,485 16,619
- Depreciation 13 50,206 41,771
- Amortisation of prepaid land lease payments 13 340 18
- Loss on disposal of property, plant and equipment 7,027 1,945
- Foreign exchange gain (16,584) 6,112)
- Gain on disposal of interest in an associate 15(d) - (115,970)
- Loss on disposal of inferest in a jointly controlled entity 16(d) - 5,717
- Share of profits less losses of associates (9.663) (20,801)
- Impairment allowance on frade and other receivables 1,796 1,327
- Equity-settled share-based payment expenses - 4,541
Operating profit before changes in working capital 65,742 23,651
(Increase)/decrease in inventories (3.077) 18
Decrease in film rights 8,076 1,892
Increase in frade receivables (3.312) (1,407)
Increase in other receivables, deposits and prepayments (12,903) 9.161)
Increase/(decrease) in trade payables 11,295 (5,808)
Increase/ (decrease) in other payables and accrued charges 35,167 (4,696)
(Decrease)/increase in customer deposits (1.947) 2,130
Decrease in prepaid rental 689 1,752
Decrease in rental and other deposits (4.618) (2,529)
Cash generated from operations 95,112 5,842
Interest received 5,816 4,842
Interest and finance charges paid (11,392) (11,615)
Interest element on finance lease rental payments - (109)
Hong Kong profits tax paid - (6,903)
Overseas tax paid (7.093) (4,823)
Overseas tax refund 627 192

Net cash generated from/(used in) operating activities (12,574)
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Consolidated Cash Flow Statement
for the year ended 30 June 2008

2008
Nofe HK$'000

Investing activities

Payment for the purchase of property, plant and equipment
Proceeds from disposal of property, plant and equipment
Acquisition of subsidiaries
Net proceeds from disposal of inferest in
- an associate
- a jointly controlled entity
Transfer to jointly controlled entities
Payment from jointly controlled entities
Repayment to joint venture partners
Repayment from/(advance made to) associates
Increase/ (decrease) in deposits received
Increase in pledged bank deposits
Decrease/(increase) in time deposits with maturity of over three months

Net cash generated from investing activities

Financing activities

Net proceeds from issuance of convertible notes
Payment for repurchase of the Company’s shares
Proceeds from issue of ordinary shares

Capital contribution by a minority shareholder
Advance of new bank loans

Repayment of bank loans

Repayment of loan from minority shareholder
Repayment of finance lease obligations

Net cash (used in)/generated from financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at 1 July

Effect of foreign exchange rate changes

Cash and cash equivalents at 30 June

The notes on pages 84 fo 223 form part of these financial statements.
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Notes to the Financial Statements

84

For the year ended 30 June 2008

Golden Harvest Entertainment (Holdings) Limited is a limited liability company incorporated in Bermuda.The registered
office of the Company is located at Clarendon House, 2 Church Street, Hamilton HM 11, Bermuda.

The principal activity of the Company is investment holding.The principal activities of the Group consist of worldwide film
and video distribution, film exhibition in Hong Kong, mainland China, Taiwan, Singapore and Malaysia, and the operation
of a film processing business in Hong Kong.

() Statement of compliance

0)

(i)

These financial statements have been prepared in accordance with all applicable Hong Kong
Financial Reporting Standards ("HKFRSs"), which collective term includes all applicable individual
HKFRSs, Hong Kong Accounting Standards ("HKASs”) and Interpretations issued by the Hong Kong
Institute of Certfified Public Accountants ("HKICPA"), accounting principles generally accepted in
Hong Kong and the disclosure requirements of the Hong Kong Companies Ordinance.These financial
statements also comply with the applicable disclosure provisions of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited. A summary of the significant accounting
policies adopted by the Group is set out below.

The HKICPA has issued certain new and revised HKFRSs that are first effective or available for early
adoption for the current accounting period of the Group and the Company. The adoption of the
new and revised HKFRSs has no significant impact on the financial statements of the Group for the
years ended 30 June 2007 and 30 June 2008 except for the presentation requirements following the
adoption of HKFRS 7, "Financial instruments: Disclosures” and the amendment to HKAS 1, *Presentation
of financial statements: Capital disclosures”, there have been some additional disclosures provided
as follows:

HKFRS 7, Financial instruments: Disclosures

As a result of the adoption of HKFRS 7, the financial statements included expanded disclosure about
the significance of the financial instruments and the nature and extent of risks arising from those
instruments, compared with the information previously required to be disclosed by HKAS 32, “Financial
Instruments: Disclosure and presentation”. These disclosures are provided in note 29 to the financial
statements.

HKAS 1, Presentation of financial statements: Capital disclosures

The amendment fo HKAS 1 infroduces additional disclosure requirements fo provide information
about the level of capital and the Group’s and the Company’s objectives, policies and processes for
managing capital. These new disclosures are set out in note 28(e) to the financial statements.

Both HKFRS 7 and the amendment to HKAS 1 do not have any material impact on the classification,
recognition and measurement of the amounts recognised in the financial statements.

The Group has not applied any new standard or interpretation that is not yet effective for the current
accounting period (see note 37).

GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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Notes to the Financial Statements
For the year ended 30 June 2008

86

®)

©

Bassis of preparation of the financial statements

0) The consolidated financial statements include the financial statements of the Company and
its subsidiaries and the Group'’s share of the financial statements of the Group’s jointly-controlled
entities for the year ended 30 June 2008. The results of subsidiaries and jointly-controlled entities are
consolidated and proportionately consolidated, respectively, from the date of acquisition, being the
date on which the Group obtains control and joint control, and continue to be consolidated and
proportionately consolidated until the date that such control ceases. All significant intercompany
fransactions and balances within the Group are eliminated on consolidation.

() The measurement basis used in the preparation of the financial statements is the historical cost
except for certain buildings, where the Group adopted the transitional provision of paragraph 80A of
HKAS 16 “Property, plant and equipment” and which have been measured at 1995 fair value, further
details are set out in note 2(h) to the financial statements.

(D) The preparation of financial statements in conformity with HKFRSs requires management fo make
judgements, estimates and assumptions that affect the application of policies and reported amounts
of assets, liabilities, income and expenses. The estimates and associated assumptions are based
on historical experience and various other factors that are believed fo be reasonable under the
circumstances, the results of which form the basis of making the judgements about carrying values
of assets and liabilities that are not readily apparent from other sources. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
period, or in the period of the revision and future periods if the revision affects both current and future
periods.

Judgements made by management in the application of HKFRSs that have significant effect on the
financial statements and estimates with a significant risk of material adjustment in the next year are
discussed in note 35.

Subsidiaries and minority interests

Subsidiaries are entities confrolled by the Group. Control exists when the Group has the power fo govern the
financial and operating policies of an entity so as fo obtain benefits from its activities. In assessing control,
potential voting rights that presently are exercisable are taken info account.

An investment in a subsidiary is consolidated info the consolidated financial statements from the date that
contfrol commences until the date that control ceases. Intra-group balances and fransactions and any
unrealised profits arising from intra-group transactions are eliminated in full in preparing the consolidated
financial statements. Unrealised losses resulting from intra-group transactions are eliminated in the same way
as unrealised gains but only fo the extent that there is no evidence of impairment.

Minority interests represent the portion of the net assets of subsidiaries and subsidiaries of jointly confrolled entities
attributable fo interests that are not owned by the Company, whether directly or indirectly through subsidiaries,
and in respect of which the Group has not agreed any additional ferms with the holders of those interests which
would result in the Group as a whole having a contractual obligation in respect of those interests that meets the
definition of a financial liability. Minority interests are presented in the consolidated balance sheet within equity,
separately from equity aftributable to the equity shareholders of the Company. Minority inferests in the results of
the Group are presented on the face of the consolidated income statement as an allocation of the total profit or
loss for the year between minority interests and the equity shareholders of the Company.
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Subsidiaries and minority interests (continued)

Where losses applicable to the minority exceed the minority’s interest in the equity of a subsidiary, the excess,
and any further losses applicable to the minority, are charged against the Group's interest except to the extent
that the minority has a binding obligation o, and is able fo, make additional investment to cover the losses. If
the subsidiary subsequently reports profits, the Group’s interest is allocated all such profits until the minority’s
share of losses previously absorbed by the Group has been recovered.

Loans from holders of minority inferests and other confractual obligations fowards these holders are presented
as financial liabilities in the consolidated balance sheet in accordance with note 2(r).

In the Company’s balance sheet, an investment in a subsidiary is stated at cost less impairment losses (notfe

2(1))-

Joint venture companies

A joint venture company is an entity set up by confractual arrangement, whereby the Group and other parties
undertake an economic activity. The joint venture company operates as a separate entity in which the Group
and the other parties have an interest.

The joint venture agreement between the venturers stipulates the capital contributions of the joint venture
parties, the duration of the joint venture and the basis on which the assets are to be realised upon its dissolution.
The profits and losses from the joint venture company’s operations and any distributions of surplus assets are
shared by the venturers, either in proportion to their respective capital contributions, or in accordance with the
ferms of the joint venture agreement.

A joint venture company is treated as:

(e)) a subsidiary, if the Group has unilateral control, directly or indirectly, over the joint venture company
(note 2(c));

(9) a jointly-controlled entity, if the Group does not have unilateral control, but has joint control, directly or
indirectly, over the joint venture company (note 2(e));

©) an associate, if the Group does not have unilateral or joint control, but holds, directly or indirectly,
generally not less than 20% of the joint venture company’s registered capital and is in a position fo
exercise significant influence over the joint venture company (note 2(f)); or

((e)) an equity investment accounted for in accordance with HKAS 39, if the Group holds, directly or
indirectly, less than 20% of the joint venture company's registered capital and has neither joint control
of, nor is in a position to exercise significant influence over, the joint venture company.
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Jointly controlled entities

A jointly controlled entity is an entity which operates under a contractual arrangement between the Group
and other parties, where the contractual arrangement establishes that the Group and one or more of the other
parties share joint control over the economic activity of the entity.

An investment in a jointly controlled entity is accounted for in the consolidated financial statements under the
proportionate consolidation method, unless it is classified as held for sale (note 2(bb)).The Group combines its
share of the joint ventures’ individual income and expenses, assets and liabilities and cash flows on a line-by-
line basis with similar items in the Group's financial statements.The Group recognises the portion of gains and
losses on the sale of assets by the Group to the joint venture that is attributable fo the other venturers.The Group
does not recognise its share of profits or losses from the joint venture that result from the Group’s purchase of
assets from the joint venture until it resells the assets to an independent party. However, a loss on the fransaction
is recognised immediately if the loss provides evidence of a reduction in the net realisable value of current
assets, or an impairment loss.

Associates

An associate is an entity in which the Group or Company has significant influence, but not control or joint
control, over its management, including participation in the financial and operating policy decisions.

An investment in an associate is accounted for in the consolidated financial statements under the equity
method and is initially recorded at cost and adjusted thereafter for the post acquisition change in the Group'’s
share of the associate’s net assets.The consolidated income statement includes the Group'’s share of the post-
acquisition, post-tax results of the associates for the year.

When the Group’s share of losses exceeds its interest in the associate, the Group's inferest is reduced fo nil
and recognition of further losses is discontinued except to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf of the associate. For this purpose, the Group’s inferest
in the associate is the carrying amount of the investment under the equity method together with the Group’s
long-term inferests that in subbstance form part of the Group’s net investment in the associate.

Unrealised profits and losses resulting from fransactions between the Group and its associates are eliminated
fo the extent of the Group’s inferest in the associate, except where unrealised losses provide evidence of an
impairment of the asset transferred, in which case they are recognised immediately in profit or loss.

Goodwill

Goodwill represents the excess of the cost of a business combination or an investment in an associate or
a jointly confrolled entity over the Group's interest in the net fair value of the acquiree’s identifiable assets,
liabilities and contingent liabilities.

Goodwill is stated at cost less accumulated impairment losses. Goodwill is allocated to cash-generating units
and is tested annually for impairment (note 2(1)). In respect of associates, the carrying amount of goodwiill is
included in the carrying amount of the inferest in the associate.

Any excess of the Group’s inferest in the net fair value of the acquiree’s identifiable assets, liabilities and
contingent liabilities over the cost of a business combination or an investment in an associate or a jointly
controlled entity is recognised immediately in the income statement.

On disposal of a cash generating unit, any attributable amount of purchased goodwill is included in the
calculation of the profit or loss on disposal.
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Notes to the Financial Statements
For the year ended 30 June 2008

(h) Property, plant and equipment

The following items of property, plant and equipment are stated in the balance sheet at cost or valuation less
accumulated depreciation and impairment losses (note 2(1)):

- buildings held for own use which are situated on leasehold land, where the fair value of the building
could be measured separately from the fair value of the leasehold land at the inception of the lease
(note 2(k)); and

- other items of plant and equipment, other than construction in progress.

The cost of an item of property, plant and equipment comprises its purchase price and any directly attributable
costs of bringing the asset to its working condition and location for its infended use. Expenditure incurred
after items of property, plant and equipment have been put into operation, such as repairs and maintenance
is normally charged fo the income statement in the period in which it is incurred. In situations where it can
be clearly demonstrated that the expenditure has resulted in an increase in the future economic benefits
expected tfo be obtained from the use of an item of property, plant and equipment and where the cost of the
item can be measured realisably, the expenditure is capitalised as an additional cost of that asset or as a
replacement.

The transitional provision set out in paragraph 80A of HKAS 16, “Property, plant and equipment” issued by the
HKICPA has been adopted for certain properties, which are stated at valuation. As a resulf, those assets stated
at revalued amounts based on revaluations which were reflected in the financial statements for the year ended
30 June 1995 have not been revalued by class at the balance sheet date.

Depreciation is calculated to write off the cost of items of property, plant and equipment less their estimated
residual value, if any, using the straight line method over their estimated useful lives as follows:

- Buildings 4%
- Leasehold improvements Over the remaining terms of leases
- Machinery and equipment 6.50% - 33.33%
- Furniture and fixtures 5% - 33.33%
- Motor vehicles 20%
- Airconditioning systems 20%

Where parts of an item of property, plant and equipment have different useful lives, the cost or valuation of the
item is allocated on a reasonable basis between the parts and each part is depreciated separately.

Both the useful life of an asset and its residual value, if any, are reviewed annually.

Gains or losses arising from the retirement or disposal of an item of property, plant and equipment are
determined as the difference between the net disposal proceeds and the carrying amount of the item and
are recognised in the income statement on the date of retirement or disposal. On disposal or retirement, the
attributable revaluation surplus not previously dealt with in retained profits or accumulated losses is transferred
directly to retained profits or accumulated loss.

Construction in progress represents an asset under construction, which is stated at cost less any impairment
losses, and is not depreciated. Cost comprises the direct costs of construction during the period of construction.
Construction in progress is reclassified to the appropriate category of property, plant and equipment when
completed and ready for use.
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Club memberships

Club memberships are stated in the balance sheet at cost less impairment losses (note 2(l)). Cost includes
fees and expenses directly related fo the acquisition of the club memberships.

Trademarks

Trademarks are stated in the balance sheet af cost less impairment losses (note 2(1)). Intangible assets are
not amortised while their useful lives are assessed o be indefinite. Any conclusion that the useful life of an
intangible asset is indefinite is reviewed annually to determine whether events and circumstances continue to
support the indefinite useful life assessment for that asset.

Leased assets

An arrangement, comprising a transaction or a series of transactions, is or contains a lease if the Group
determines that the arrangement conveys a right to use a specific asset or assets for an agreed period of time
in refurn for a payment or a series of payments. Such a determination is made based on an evaluation of the
substance of the arrangement and is regardless of whether the arrangement takes the legal form of a lease.

0] Classification of assets leased fo the Group

Assets that are held by the Group under leases which transfer to the Group substantially all the risks
and rewards of ownership are classified as being held under finance leases. Leases which do not
fransfer substantially all the risks and rewards of ownership to the Group are classified as operatfing
leases, with the following exception:

- land held for own use under an operating lease, the fair value of which cannot be measured
separately from the fair value of a building situated thereon at the inception of the lease, is
accounted for as being held under a finance lease, unless the building is also clearly held
under an operating lease. For these purposes, the inception of the lease is the time that the
lease was first entered info by the Group, or taken over from the previous lessee.

) Assets acquired under finance leases

Where the Group acquires the use of assets under finance leases, the amounts representing the fair
value of the leased assets, or, if lower, the present value of the minimum lease payments, of such assets
are included in fixed assets and the corresponding liabilities, net of finance charges, are recorded
as obligations under finance leases. Depreciation is provided at rates which write off the cost or
valuation of the assets over the ferm of the relevant lease or, where it is likely the Group will obtain
ownership of the asset, the life of the asset, as set out in note 2(h). Impairment losses are accounted
for in accordance with the accounting policy as set out in note 2(l). Finance charges implicit in the
lease payments are charged to the income statement over the period of the leases so as fo produce
an approximately constant periodic rate of charge on the remaining balance of the obligations for
each accounting period. Contfingent rentals are charged to the income statement in the accounting
period in which they are incurred.
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Notes to the Financial Statements
For the year ended 30 June 2008
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(k) Leased assets (continued)

(iii)

Operating lease charges

Where the Group has the use of assets held under operating leases, payments made under the leases
are charged to the income statement in equal instalments over the accounting periods covered by
the lease term, except where an alternative basis is more representative of the pattern of benefits to
be derived from the leased asset. Lease incentives received are recognised in the income statement
as an integral part of the aggregate net lease payments made. Contingent rentals are charged to
the income statement in the accounting period in which they are incurred.

Prepaid land lease payments under an operating lease is amortised on a straight-line basis over the
period of the lease ferm.

() Impairment of assets

0)

Impairment of frade and other receivables

Other current and non-current receivables that are stated at cost or amortised cost are reviewed at
each balance sheet date to determine whether there is objective evidence of impairment.

Obijective evidence of impairment includes observable data that comes to the attention of the Group
about one or more of the following loss events:

- significant financial difficulty of the debtor;
- a breach of contract, such as a default or delinquency in interest or principal payments;

- it becoming probable that the debtor will enter bankruptcy or other financial reorganisation;
and

- significant changes in the technological, market, economic or legal environment that have
an adverse effect on the debtor.

If any such evidence exists, any impairment loss is determined and recognised as follows:

- For trade and other current receivables and other financial assets carried at amortised cost,
the impairment loss is measured as the difference between the asset’s carrying amount and
the present value of estimated future cash flows, discounted at the financial asset’s original
effective interest rate (i.e. the effective interest rate computed at initial recognition of these
assets), where the effect of discounting is material. This assessment is made collectively where
financial assets carried at amortised cost share similar risk characteristics, such as similar
past due status, and have not been individually assessed as impaired. Future cash flows for
financial assets which are assessed for impairment collectively are based on historical loss
experience for assets with credit risk characteristics similar fo the collective group.

If in a subsequent period, the amount of an impairment loss decreases and the decrease
can be linked objectively to an event occurring after the impairment loss was recognised,
the impairment loss is reversed through profit or loss. A reversal of an impairment loss shall
not result in the asset’s carrying amount exceeding that which would have been determined
had no impairment loss been recognised in prior years.
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Notes to the Financial Statements
For the year ended 30 June 2008

() Impairment of assets (continued)
0) Impairment of frade and other receivables (continued)

- Impairment losses are written off against the corresponding assets directly, except for
impairment losses recognised in respect of trade and other receivables, whose recovery is
considered doubtful but not remote. In this case, the impairment losses for doubtful debts are
recorded using an allowance account. When the Group is satisfied that recovery is remote,
the amount considered irrecoverable is written off against trade receivables directly and
any amounts held in the allowance account relating fo that debt are reversed. Subsequent
recoveries of amounts previously charged to the allowance account are reversed against the
allowance account. Other changes in the allowance account and subsequent recoveries
of amounts previously written off directly are recognised in profit or loss.

(i) Impairment of other assets

Infernal and external sources of information are reviewed at each balance sheet date fo identify
indications that the following assets may be impaired or, except in the case of goodwill, an impairment
loss previously recognised no longer exists or may have decreased:

- fixed assets;

- frademarks;

- club memberships;
- film rights; and

= investments in subsidiaries and associates (except for those classified as held for sale (or
included in a disposal group that is classified as held for sale) (note 2(bb)).

If any such indication exists, the asset’s recoverable amount is estimated. In addition, for infangible
assets that have indefinite useful lives, the recoverable amount is estimated annually whether or not
there is any indication of impairment.

- Calculation of recoverable amount

The recoverable amount of an asset is the greater of its net selling price and value in use.
In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of time value
of money and the risks specific to the asset. Where an asset does not generate cash inflows
largely independent of those from other assets, the recoverable amount is determined for the
smallest group of assets that generates cash inflows independently (i.e. a cash-generating
unit).

- Recognition of impairment losses

An impairment loss is recognised in the income statement whenever the carrying amount
of an asset, or the cash-generating unit to which it belongs, exceeds its recoverable amount.
Impairment losses recognised in respect of cash-generating units are allocated first to
reduce the carrying amount of any goodwill allocated to the cash-generating unit (or group
of units) and then, fo reduce the carrying amount of the other assets in the unit (or group
of units) on a pro rata basis, except that the carrying value of an asset will not be reduced
below its individual fair value less costs fo sell, or value in use, if deferminable.
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)

(m)

Q)

©

Impairment of assets (continued)
) Impairment of other assets (continued)

- Reversals of impairment losses
In respect of assets other than goodwill, an impairment loss is reversed if there has been
a favourable change in the estimates used fo determine the recoverable amount. An
impairment loss in respect of goodwill is not reversed.

A reversal of an impairment loss is limited fo the asset’s carrying amount that would have
been determined had no impairment loss been recognised in prior years. Reversals of
impairment losses are credited fo the income statement in the year in which the reversals
are recognised.

Inventories

Inventories are carried at the lower of cost and net realisable value.

Cost is determined using a first-in, first-out basis and comprises all costs of purchase, costs of conversion and
other costs incurred in bringing the inventories fo their present location and condition.

Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those inventories is recognised as an expense in the period
in which the related revenue is recognised. The amount of any write-down of inventories to net realisable
value and all losses of inventories are recognised as an expense in the period the write-down of loss occurs.
The amount of any reversal of any write-down of inventories is recognised as a reduction in the amount of
inventories recognised as an expense in the period in which the reversal occurs.

Film rights
0) Film rights
Film rights represent films and television drama series and are stated at cost less accumulated

amortisation and impairment losses (note 2(1)).

Amortisation of film rights is charged fo the income statement based on the proportion of actual
income earned during the year fo the fotal estimated income from the sale of film rights.

(i) Films in progress

Films in progress are stated at cost less any impairment losses (note 2(1)). Costs include all direct costs
associated with the production of films. Impairment losses are made for costs which are in excess
of the expected future revenue generated by these films. Costs are transferred to film rights upon
completion.

Trade and other receivables

Trade and other receivables are initially recognised at fair value and thereafter stated at amortised cost less
allowance for impairment of doubtful debts (note 2(1)), except where the receivables are interest-free loans
made fo related parties without any fixed repayment terms or the effect of discounting would be immaterial. In
such cases, the receivables are stated atf cost less allowance for impairment of doubtful debts (note 2(l)).
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Cash and cash equivalents

Cash and cash equivalents comprise cash af bank and on hand, demand deposits with banks and other
financial institutions, and short-term, highly liquid investments that are readily convertible info known amounts
of cash and which are subject to an insignificant risk of changes in value, having been within three months of
maturity at acquisition. Bank overdrafts that are repayable on demand and form an integral part of the Group's
cash management are also included as a component of cash and cash equivalents for the purpose of the
consolidated cash flow statement.

Trade and other payables

Trade and other payables are initially recognised at fair value. Trade and other payables are subsequently
stated at amortised cost unless the effect of discounting would be immaterial, in which case they are stated
at cost.

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable fransaction costs. Subsequent
fo initial recognition, interest-bearing borrowings are stated at amortised cost with any difference between the
amount initially recognised and redemption value being recognised in the income statement over the period
of the borrowings, together with any interest and fees payable, using the effective interest method.

Convertible notes

Convertible notes that can be converted to equity share capital at the option of the holder, where the number
of shares that would be issued on conversion and the value of the consideration that would be received at
that fime do not vary, are accounted for as compound financial instruments which contain both a liability
component and an equity component.

At initial recognition the liability component of the convertible notes is measured as the present value of the
future interest and principal payments, discounted at the market rate of interest applicable at the time of initial
recognition to similar liabilities that do not have a conversion option. Any excess of proceeds over the amount
initially recognised as the liability component is recognised as the equity component. Transaction costs that
relate to the issue of a compound financial instrument are allocated to the liability and equity components in
proportion to the allocation of proceeds.

The liability component is subsequently carried at amortised cost. The interest expense recognised in profit or
loss on the liability component is calculated using the effective interest method. The equity component of the
convertible note is recognised in the equity until either the note is converted or redeemed.

If the note is converted the equity, together with the carrying amount of the liability component at the time of
conversion, is transferred to share capital and share premium as consideration for the shares issued. If the note
is redeemed, the capital reserve is released directly to retained profits.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets)
is derecognised where:

- the rights to receive cash flows from the asset have expired;

- the Group retains the rights fo receive cash flows from the asset, but has assumed an obligation fo
pay them in full without material delay to a third party under a “pass-through” arrangement; or
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)

Derecognition of financial assets (continued)

- the Group has transferred its rights fo receive cash flows from the asset and either (a) has transferred
substantially all the risks and rewards of the asset, or (b) has neither transferred nor retained
substantially all the risks and rewards of the asset, but has transferred control of the asset.

Where the Group has transferred its rights to receive cash flows from an asset and has neither transferred nor
retained substantially all the risks and rewards of the asset nor transferred control of the asset, the asset is
recognised to the extent of the Group’s continuing involvement in the asset. Continuing involvement that takes
the form of a guarantee over the transferred asset is measured at the lower of the original carrying amount of
the asset and the maximum amount of consideration that the Group could be required o repay.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or
expires.

When an existing financial liability is replaced by another from the same lender on substantially different terms,
or the terms of an existing liability are substantially modified, such an exchange or modification is treated as
a derecognition of the original liability and a recognition of a new liability, and the difference between the
respective carrying amounts is recognised in the income statement.

Employee benefits
0) Short term employee benefits and contributions to defined contribution retirement plans

Salaries, annual bonuses, paid annual leave, contributions fo defined contribution retirement plans
and the cost of non-monetary benefits are accrued in the year in which the associated services are
rendered by employees of the Group. Where payment or settlement is deferred and the effect would
be material, these amounts are stated at their present values.

) Share-based payments

The fair value of share options granted to employees is recognised as an employee cost with a
corresponding increase in a capital reserve within equity. The fair value is measured at grant datfe
using the Black-Scholes opfion-pricing model, taking into account the terms and conditions upon
which the opfions were granted. Where the employees have to meet vesting conditions before
becoming unconditionally entitled o the options, the total estimated fair value of the share options is
spread over the vesting period, taking info account the probability that the options will vest.

During the vesting period, the number of share options that is expected fo vest is reviewed. Any
adjustment fo the cumulative fair value recognised in prior years is charged/credited to the
consolidated income statement for the year of the review, unless the original employee expenses
qualify for recognition as an asset, with a corresponding adjustment to the capital reserve. On vesting
date, the amount recognised as an expense is adjusted to reflect the actual number of options that
vest (with a corresponding adjustment to the capital reserve) except where forfeiture is only due fo
not achieving vesting conditions that relate to the market price of the Company’s shares. The equity
amount is recognised in the capital reserve until either the option is exercised (when it is fransferred to
the share premium account) or the option expires (when it is released directly to retained profits).

W) Paid leave carried forward

The Group provides paid annual leave to its employees under their employment contracts on a
calendar year basis. Under certain circumstances, such leave which remains unfaken as at the
balance sheet date is permitted fo be carried forward and utilised by the respective employees in
the following year. An accrual is made at the balance sheet date for the expected future cost of such
paid leave earned during the year by the employees and carried forward.

GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
Annual Report 2008



M

C))

()

SRR M
BE-TT/\FAA=ZTHLFE

FIRERSMEE @)

- AEECEREGEERRRSREZEN  B()EEZEAMEEBAND Al MO - s(b)LMEZELIR
BEMEERANDRRKLDE  HEEEREHEE 26 -

HARBEERE A EEERGRSRE 2R - B SRR G BB ER AR D R N 0 3Rk B ok B 2 A
o RIeRAKEBE S N EEZ RERRZAEE  MARKEREEFERTABES REHEE - TIKZREE
ZRREHERANEEA AN &SR EZREEFE

FGEITHRAE
SRAENE SR ERETRIERE RS2 -

fH—IRRBEEMAE  URA—HRAREATEGTIEH Z BERK - HBFREGRENEERT - BIBARRIETHR
BIESIRTERIRE ABERERNABREE - MARMKREEZ ZR AN KERER

RERA
0} THIE B 1B RIALE B H AR KA BIELH 2 #30

& - FEAL  BHFR - TREFERG B2 HARSFIEERRH KA - HEREEE S RHERRR
BZFREARE - RS NEESBREATE - Bl Ll SARIREDRR

() WRGBEEZ I

BT REECERE A TERRA/EERAR - WAHRNRANE NE AR GHE - A FERKETHREEEEHE
PR T 2GR MG HR SRR N e — S MAT R R EEAET - HIEBAN S BB IR R E G IISER
7 - BREZ B A TEARSNEBHRED - IERIBRES THE et

RERBRE - FHHER 2 BREHRE SEER - UNBEFMERZ R A TEEL 2 EMHAR - §3ZR 5
ABRFRZGERER  BRIEFRRZEERXIERAREE  YRERNRHETELAEHRE - REER
EHER/FAXZEBHHEERREB 2 BREZERHE (XREXNFHETELBRHE)  REZEDEA
AR T EARR Z 58 R KBRS - RASTE RN EANFHEHER - BRERRETER(EARDRE
fR) BRI (BB ERE RN

(i) TREERERE

AEBEREREZERAGAUNSEBFAEEREEHFR RETERLT  REERSEEHARERZEH
RATTEES TFERR - NEFE A - AEEERTFELEEE I RIRAE 2 A FH RA 2 BARRF G
HREETA -

SO 106



Notes to the Financial Statements
For the year ended 30 June 2008

106

)

W)

Employee benefits (continued)

)

v

Employment Ordinance long service payments

Certain of the Group’s employees have completed the required number of years of service fo the
Group in order to be eligible for long service payments under the Hong Kong Employment Ordinance
(the "Employment Ordinance”) in the event of the termination of their employment.The Group is liable
fo make such payments in the event that such a fermination of employment meets the circumstances
specified in the Employment Ordinance.

A provision is recognised in respect of the probable future long service payments expected to be
made.The provision is based on the best estimate of the probable future payments which have been
earned by the employees from their services to the Group to the balance sheet date.

Retirement benefit schemes

The Group operates a defined contribution retirement benefits scheme (the "Scheme”) under the
Mandatory Provident Fund Schemes Ordinance, for those employees who are eligible fo participate
in the Scheme. Contributions to the Scheme are made based on a percentage of the employees’
basic salaries and are charged fo the income statement as they become payable in accordance
with the rules of the Scheme. The Group’s employer contributions are fully and immediately vested
with the employees when contributed to the Scheme. The assets of the Scheme are held separately
from those of the Group in an independently administered fund.

The employees of the Group’s subsidiaries which operate in mainland China are members of the
state-sponsored retirement scheme (the "State Scheme”) operated by the government of mainland
China. Contributions to the State Scheme are made based on a percentage of the employees’ basic
salaries and are charged to the income statement as they became payable in accordance with the
rules of the State Scheme.

Income tax

0)

(i)

iii)

Income tax for the year comprises current fax and movements in deferred tax assets and liabilities.
Current fax and movements in deferred tax assets and liabilities are recognised in the income
statement except fo the extent that they relate fo items recognised directly in equity, in which case
they are recognised in equity.

Current tax is the expected tax payable on the faxable income for the year, using fax rates enacted
or substantively enacted at the balance sheet date, and any adjustment fo fax payable in respect of
previous years.

Deferred tax assets and liabilities arise from deductible and faxable temporary differences respectively,
being the differences between the carrying amounts of assets and liabilities for financial reporting
purposes and their fax bases. Deferred tax assets also arise from unused tax losses and unused fax
credits.

Apart from certain limited exceptions, all deferred tax liabilities, and all deferred tax assets to the extent
that it is probable that future taxable profits will be available against which the asset can be utilised,
are recognised. Future taxable profits that may support the recognition of deferred tax assets arising
from deductible temporary differences include those that will arise from the reversal of existing taxable
temporary differences, provided those differences relate to the same taxation authority and the same
taxable entity, and are expected to reverse either in the same period as the expected reversal of the
deductible temporary difference or in periods into which a fax loss arising from the deferred tax asset
can be carried back or forward. The same criteria are adopted when determining whether existing
tfaxable temporary differences support the recognition of deferred tax assets arising from unused fax
losses and credits, that is, those differences are taken info account if they relate to the same taxation
authority and the same taxable entity, and are expected fo reverse in a period, or periods, in which
the tax loss or credit can be utilised.
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(W)  Income tax (continued)

iiry

)

(continued)

The limited exceptions fo recognition of deferred tox assets and liabilities are those temporary
differences arising from goodwill not deductible for tax purposes, the initial recognition of assets or
liabilities that affect neither accounting nor taxable profit (provided they are not part of a business
combination), and temporary differences relating fo investments in subsidiaries to the extent that, in
the case of faxable differences, the group controls the timing of the reversal and it is probable that the
differences will not reverse in the foreseeable future, or in the case of deductible differences, unless it
is probable that they will reverse in the future.

The amount of deferred tax recognised is measured based on the expected manner of realisation or
settlement of the carrying amount of the assets and liabilities, using tax rates enacted or substantively
enacted at the balance sheet date. Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at each balance sheet date and is reduced
fo the extent that it is no longer probable that sufficient taxable profits will be available to allow the
related tax benefit to be utilised. Any such reduction is reversed fo the extent that it becomes probable
that sufficient taxable profits will be available.

Current tax balances and deferred tax balances, and movements therein, are presented separately
from each other and are not offset. Current tax assets are offset against current tax liabilities, and
deferred tax assets against deferred tax liabilities if, and only if, the Company or the Group has the
legally enforceable right fo set off current tax assets against current tax liabilities and the following
additional conditions are met:

- in the case of current tax assets and liabilities, the Company or the Group intends either to
settle on a net basis, or fo readlise the asset and settle the liability simultaneously; or

- in the case of deferred tax assets and liabilities, if they relate fo income faxes levied by the
same faxation authority on either:

= the same taxable entity; or

- different taxable entities, which, in each future period in which significant amounts
of deferred tax liabilities or assets are expected fo be settled or recovered, infend
fo realise the current tax assets and settle the current tax liabilities on a net basis or
redlise and seftle simultaneously.

) Financial guarantees issued, provisions and contingent liabilities

0)

Financial guarantees issued

Financial guarantees are contracts that require the issuer (i.e. the guarantor) to make specified
payments to reimburse the beneficiary of the guarantee (the “holder”) for a loss the holder incurs
because a specified debtor fails fo make payment when due in accordance with the terms of a debt
instrument.

Where the Group issues a financial guarantee, the fair value of the guarantee (being the transaction
price, unless the fair value can otherwise be reliably estimated) is initially recognised as deferred income
within frade and other payables. Where consideration is received or receivable for the issuance of the
guarantee, the consideration is recognised in accordance with the Group’s policies applicable to
that category of asset. Where no such consideration is received or receivable, an immediate expense
is recognised in the income statement on initial recognition of any deferred income.
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) Financial guarantees issued, provisions and contingent liabilities (continued)

0)

(i)

Financial guarantees issued (continued)

The amount of the guarantee initially recognised as deferred income is amortised in the income
statement over the term of the guarantee as income from financial guarantees issued. In addition,
provisions are recognised in accordance with note 2(x)(ii) if and when (i) it becomes probable that
the holder of the guarantee will call upon the Group under the guarantee, and (ii) the amount of that
claim on the Group is expected to exceed the amount currently carried in frade and other payables
in respect of that guarantee i.e. the amount initially recognised, less accumulated amortisation.

Other provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount when the Group or Company
has a legal or constructive obligation arising as a result of a past event, it is probable that an outflow
of economic benefits will be required to settle the obligation and a reliable estimate can be made.
Where the time value of money is material, provisions are stated at the present value of the expenditure
expected fo seftle the obligation.

Where it is not probable that an outflow of economic benefits will be required, or the amount cannot
be estimated reliably, the obligation is disclosed as a contingent liability, unless the probability of
outflow of economic benefits is remote. Possible obligations, whose existence will only be confirmed
by the occurrence or non-occurrence of one or more future events are also disclosed as contingent
liabilities unless the probability of outflow of economic benefits is remote.

) Revenue recognition

Provided it is probable that the economic benefits will flow to the Group and the revenue and costs, if applicable,
can be measured reliably, revenue is recognised in the income statement as follows:

0)

(i)

(iii)
V)

)

(Vi)
(vii)

Income from film royalties, screen advertising and video distribution is recognised at the time when
the services are provided;

Income from film distribution, film developing and printing service, advertising production and agency
fee and consultancy service is recognised upon the provision of the services;

Income from box office takings is recognised when the services have been rendered to the buyers;

Income from confectionery sales and audio visual sales is recognised, at the point of sales when the
confectionery and audio visual products are given to the customers;

Rental income receivable under operating leases is recognised in the income statement in equal
instalments over the periods covered by the lease ferm, except where an alternative basis is more
representative of the pattern of benefits to be derived from the use of the leased asset. Lease
incentives granted are recognised in the income statement as an integral part of the aggregate net
lease payments receivable. Contfingent rentals are recognised as income in the accounting period
in which they are earned;

Inferest income is recognised as it accrues using the effective interest method; and

Dividend income from unlisted investments is recognised when the shareholder’s right to receive
payment is established.
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@

(aa)

(bb)

Translation of foreign currencies

Foreign currency transactions during the year are franslated info Hong Kong dollars at the exchange rates
ruling atf the fransaction dates. Monetary assets and liabilities denominated in foreign currencies and the
financial statements of overseas subsidiaries, jointly controlled entities and associates are translated info Hong
Kong dollars at the exchange rates ruling at the balance sheet date. Exchange gains and losses on foreign
currency franslation are dealt with in the income statement, except for those arising from the translation of the
financial statements of overseas subsidiaries, jointly controlled entities and associates which are taken directly
fo the exchange reserve.

Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are
franslated using the foreign exchange rates ruling at the transaction dates. Non-monetary assets and liabilities
denominated in foreign currencies that are stated aft fair value are translated using the foreign exchange rates
ruling at the dates the fair value was determined.

On disposal of a foreign operation, the cumulative amount of the exchange differences recognised in equity
which relate to that foreign operation is included in the calculation of the profit or loss on disposal.

Borrowing costs

Borrowing costs are expensed in the income statement in the period in which they are incurred.

Non-current assets held for sale and discontinued operations
0] Non-current assets held for sale

A non-current asset (or disposal group) is classified as held for sale if it is highly probable that its
carrying amount will be recovered through a sale transaction rather than through continuing use
and the asset (or disposal group) is available for sale in its present condition. A disposal group is a
group of assets to be disposed of fogether as a group in a single transaction, and liabilities directly
associated with those assets that will be transferred in the transaction.

Immediately before classification as held for sale, the measurement of the non-current assets (and
all individual assets and liabilities in a disposal group) is brought up-to-date in accordance with
the accounting policies before the classification. Then, on initial classification as held for sale and
until disposal, the non-current assets (except for certain assets as explained below), or disposal
groups, are recognised at the lower of their carrying amount and fair value less costs fo sell. The
principal exceptions to this measurement policy so far as the financial statements of the Group and
the Company are concerned are deferred tax assets, assets arising from employee benefits, financial
assets (other than investments in subsidiaries, associates and joint ventures).These assets, even if held
for sale, would continue to be measured in accordance with the policies set out elsewhere in note 2.

Impairment losses on initial classification as held for sale, and on subsequent remeasurement while
held for sale, are recognised in the income statement. As long as a non-current asset is classified as
held for sale, or is included in a disposal group that is classified as held for sale, the non-current asset
is not depreciated or amortised.
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(bb) Non-current assets held for sale and discontinued operations (continued)

(i)

Discontinued operations

A discontinued operation is a component of the Group'’s business, the operations and cash flows of
which can be clearly distinguished from the rest of the Group and which represents a separate major
line of business or geographical area of operations, or is part of a single co-ordinated plan to dispose
of a separate major line of business or geographical area of operations, or is a subsidiary acquired
exclusively with a view fo resale.

Classification as a discontinued operation occurs upon disposal or when the operation meets the
criteria to be classified as held for sale (see (i) above), if earlier. It also occurs when the operation is

abandoned.

Where an operation is classified as discontinued, a single amount is presented on the face of the
income statement, which comprises:

- the post-tax profit or loss of the discontinued operation; and

- the post-tax gain or loss recognised on the measurement to fair value less costs to sell, or on
the disposal, of the assets or disposal group(s) constituting the discontinued operation.

(cc) Related parties

For the purposes of these financial statements, a party is considered to be related fo the Group if:

0)

Q)

(iii)
@v)

)

(Vi)

the party has the ability, directly or indirectly through one or more infermediaries, to control the Group
or exercise significant influence over the Group in making financial and operating policy decisions, or
has joint control over the Group;

the Group and the party are subject to common control;

the party is an associate of the Group or a joint venture in which the Group is a venturer;

the party is a member of key management personnel of the Group or the Group’s parent, or a close
family member of such an individual, or is an entity under the control, joint control or significant

influence of such individuals;

the party is a close family member of a party referred to in (i) or is an entity under the control, joint
control or significant influence of such individuals; or

the party is a post-employment benefit plan which is for the benefit of employees of the Group or of
any entity that is a related party of the Group.

Close family members of an individual are those family members who may be expected to influence, or be
influenced by, that individual in their dealings with the entity.

(dd) Segment reporting

A segment is a distinguishable component of the Group that is engaged either in providing products or
services (business segment), or in providing products or services within a particular economic environment
(geographical segment), which is subject to risks and rewards that are different from those of other segments.

In accordance with the Group's internal financial reporting system, the Group has chosen business segment
information as the primary reporting format and geographical segment information as the secondary reporting
format for the purposes of these financial statements.

GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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(dd) Segment reporting (continued)

Segment revenue, expenses, results, assets and liabilities include items directly attributable to a segment as
well as those that can be allocated on a reasonable basis to that segment. For example, segment assets
may include inventories, trade receivables and property, plant and equipment. Segment revenue, expenses,
assets and liabilities are determined before intra-group balances and intra-group transactions are eliminated
as part of the consolidation process, except to the extent that such infra-group balances and fransactions are
between group enferprises within a single segment. Infer-segment pricing is based on similar ferms as those
available to other external parties.

Segment capital expenditure is the total cost incurred during the period fo acquire segment assets (both
tfangible and intfangible) that are expected to be used for more than one period.

Unallocated items mainly comprise financial and corporate assets, borrowings, tax balances, corporate and
financing expenses.

The principal activities of the Group consist of worldwide film and video distribution, film exhibition in Hong Kong, mainland
China, Taiwan, Singapore and Malaysia, and the operation of a film processing business in Hong Kong.

Turnover represents the income from the sale of fim, video and felevision rights, motion picture distribution and theatre
operation, advertising agency fees earned, invoiced value of film developing and printing services rendered, consultancy
fee income, and proceeds from the sale of audio visual products.

Segment information is presented in respect of the Group’s business and geographical segments. Business segment
information is chosen as the primary reporting format because this is more relevant fo the Group's internal financial
reporting.

The Group's operating businesses are structured and managed separately, according to the nature of their operations
and the products and services they provide. Each of the Group'’s business segments represents a strategic business unit
that offers products and services which are subject to risks and returns that are different from those of the other business
segments. Summary details of the business segments are as follows:

() the film and video distribution segment engages in worldwide distribution of flms and audio visual products
related to films and television programmes;

(9) the film exhibition segment engages in film exhibition and screen advertising in Hong Kong, mainland China,
Taiwan, Singapore and Malaysia; and

© the others segment comprises flm processing business, which provide film processing services and film
production.

In defermining the Group’s geographical segments, revenues are attributed to the segments based on the location of
the customers, and assets are affributed to the segments based on the location of the assets.

Intersegment sales and transfers are tfransacted with reference to the selling prices used for sales made to third parties
at the then prevailing market prices.

GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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() Business segments

2008

Film and
video Film
distribution exhibition Others Elimination Total

HK$°000 HK$’000 HK$’000 HK$'000 HK$'000

Continuing operations

Sales to external customers 536,324 -
Inter-segment revenue - (8.255) -
Other income 36,460 (413) 38,278

619,901

Total revenue from
continuing operations 572,784 13,873 658,179

Segment results from
continuing operations 38,570

Interest income

Unallocated operating income/
(expenses), net

Finance costs

Share of profits less losses of
associates

Profit before taxation
Income tax

Profit for the year from
continuing operations

Discontinued operation

Sales to external customers 119,828
Other income 1,992

Total revenue from
discontinued operation

Segment results from
discontinued operation

Interest income
Finance costs

Profit before taxation
Income fax

Profit for the year from
discontinued operation

Total profit for the year 11,069
*  This includes exchange gain of HK$24,154,000.
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() Business segments (continued)

2008

Film and
video Film
distribution exhibition Others Elimination Total

HK$°000 HK$’000 HK$’000 HK$'000 HK$'000

Depreciation for the year 48,348
Unallocated

50,206

Amortisation of prepaid land

lease payment
Amortisation of film rights
Impairment allowances

for trade and

other receivables, net 259

Segment assets 655,064 748,815
Assets of a jointly controlled

entity held for sale 141,037
Trademarks 79.421

Unallocated assets 149,871

Total assets 1,119,144

Segment liabilities 214,305

Liabilities of a jointly controlled
entity held for sale

Unallocated liabilities

Total liabilities

Capital expenditure incurred
during the year
Unallocated
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Notes to the Financial Statements
For the year ended 30 June 2008

() Business segments (continued)

2007

Film and
video Film
distribution exhibition Others Elimination Total

HK$'000 HK$"000 HK$'000 HK$'000 HKS$*000
Continuing operations
Sales to external customers 59,647 392,605 17,259 - 469,511
Inter-segment revenue 6,160 = 1,053 (7,.213) =
Other income 1.769 29,966 340 (341) 31,734
Total revenue from continuing

operations 67,576 422,571 18,652 (7,554) 501,245
Segment results from continuing

operations 14,352 19 872 - 15,243
Interest income 4,959
Unallocated operating income/

(expenses), net (48,344)*
Finance costs (15,712)
Share of profits less losses of

associates 4,542 16,259 - - 20,801
Gain on disposal of interest

in an associate 115,970
Loss on disposal of interest in

a jointly controlled entity &.717)
Profit before taxation 87.200
Income tax 414
Profit for the year from continuing

operations 87.614
Discontinued operation
Sales to external customers - 96,189 - - 96,189
Other income - 1,815 - - 1,815
Total revenue from discontinued

operation - 98,004 - - 98,004
Segment results from discontinued

operation = 13,262 = - 13,262
Interest income 486
Finance costs (907)
Profit before taxation 12,841
Income tax (3.892)
Profit for the year from discontinued

operation 8,949
Total profit for the year 96,563

*  This includes exchange gain of HK$5,726,000.
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() Business segments (continued)

2007

Film and
Yile[<Te) Film

distribution exhibition Others Elimination Total
HK$'000 HK$"000 HK$'000 HK$'000 HKS$*000
Depreciation for the year 298 40,167 AK = 40,678
Unallocated 1,093
41,771

Amortisation of prepaid land
lease payments - - 18 - 18
Amortisation of film rights 11,058 - - - 11,058

Impairment allowances for tfrade

and other receivables, net 99 @) 1,428 = 1,327
Segment assets 64,723 426,826 8,736 - 500,285
Interest in associates 169,369
Trademarks 79,421
Unallocated assets 181,338
Total assets 930,413
Segment liabilities 23,982 145,222 5,327 - 174,531
Unallocated liabilities 217,867
Total liabilities 392,398

Capital expenditure incurred
during the year 429 64,399 102 - 64,930
Unallocated 1,086
66,016
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(9) Geographical segments

2008

mainland Elsewhere
Hong Kong China Singapore  Taiwan Malaysia  in Asia Others Total
HK$'000 HK$'000 HKS$'000 HK$'000 HKS$'000 HK$'000 HKS$'000 HK$'000

Sales fo external customers 209,134 63919 140,490 202,688 120,272 739,729
Less:
Attributable to discontinued operation 119,828 119,828

Sales fo external customers from
continuing operations 209,134 63,919 140490 202,688 619,901

Other segment information:
Segment assets 283,524 297,679 207,359 167,700 3 1,039,723
Trademarks 79.421

Total assets 1,119,144

Capital expenditure
incurred during the year 11,122

mainland Elsewhere
Hong Kong China Singapore  Taiwan ~ Malaysia in Asia Others Total
HKS'000  HK$'000  HK$'000  HKS'000  HK$'000  HKS'000  HK$'000  HK$'000

Sales fo external customers 196,740 52,847 - 213,849 98,049 3,035 1,180 565,700
Less:
Attributable to discontinued operation - - - - 96,189 - - 96,189

Sales to external customers from
continuing operations 196,740 52,847 - 213,849 1,860 3,035 1,180 469,511

Other segment information:

Segment assefs 305,290 50,058 - 194082 131,987 191 15 681,623
Interest in associates 169,369
Trademarks 79421
Total assets 930,413

Capital expenditure
incurred during the year 13,070 6,599 - 10,955 35,392 - - 66,016
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Continuing operations

Interest income from bank deposits

Interest income on loan to a jointly controlled entity
Rental income

Theatre rental

Miscellaneous income

Exchange gain, net

Discontinued operation

Profit for the year is arrived at after charging/(crediting):

(a) Finance costs

Continuing operations

Inferest on bank loans wholly repayable within five years
Interest on convertible notes (nofe 24)

Interest on loans from joint venture partners (nofe 26(a))
Finance charges on obligations under finance leases
Other borrowing costs

Discontinued operation

Inferest on bank loans wholly repayable within five years
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2008 2007
HK$°000 HK$'000

4,800 3,726
623 1,233
12,753 10,817
1,497 2,086
23,896 20,187
24,154 5,726

43,775
2,301

46,076

2008 2007
HK$'000 HK$'000

5,980
7,186
1,812
109
625

15,712

907

16,619
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Notes to the Financial Statements
For the year ended 30 June 2008

Profit for the year is arrived at after charging/(crediting): (continued)

2008 2007
HK$°000 HK$'000

(b)  Staff costs (excluding directors’ remuneration (nofe 9))

Salaries, wages and other benefits * 94,878 77,009
Contributions fo defined contribution retirement plans 3,039 2,687
Equity-seftled share-based payment expenses - 1,141

80,837
© Other items

Cost of inventories 33,565 8,003
Cost of services ** 276,344 238,854
Depreciation 50,206 41,771
Amortisation of prepaid land lease payments 340 18
Amortisation of film rights *** 31,930 11,058
Impairment losses on trade and other receivables 1,796 1,327
Provision/ (reversal of provision) for long service payments, net 547 (Co)
Auditors’ remuneration 2,284 2,204
Operating lease charges in respect of

land and buildings

- minimum lease payments 131,754 109,673

- contingent rentals 19.278 16,422
Loss on disposal of property, plant and equipment 7,027 1,945
Rental income less direct outgoings (12,753) (10.,817)
= The amount includes provision for long service payments.
o The cost of services provided includes approximately HK$2,827,000 (2007: HK$2,826,000) relating to

staff costs which is also included in the amount disclosed above.

S The amortisation of film rights for the year is included in "Cost of sales” on the face of the consolidated

income statement.
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Notes to the Financial Statements
For the year ended 30 June 2008

() Taxation in the consolidated income statement represents:

2008 2007
HK$'000 HK$'000

Continuing operations

Group
Current income fax
Provision for overseas fax 1,237
(Over) /under-provision in respect of prior years 312
1,549
Jointly controlled entities
Current income tax
Provision for overseas fax -
Over-provision in respect of prior years (279)
(279)
Deferred tax - overseas (note 27(a))
Origination and reversal of temporary differences QL)
(1,963)
(414)
Discontinued operation
Current income fax
Provision for overseas tax 3.465
Deferred tax - overseas (note 27(q))
Originatfion and reversal of temporary differences 427
3.892
3.478
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Notes to the Financial Statements
For the year ended 30 June 2008

134

Notes:

0)

(i)

(iii)

)

The provision for Hong Kong Profits Tax for 2008 is calculated at 16.5% (2007: 17.5%) of the estimated assessable
profits for the year.

On 26 June 2008, the Hong Kong Legislative Council passed the Revenue Bill 2008 which includes the reduction
in the profits tax rate from 17.5% to 16.5% with effect from the year of assessment 2008/2009. The effect of such
decrease has been reflected in measuring the current and deferred tax for the year ended 30 June 2008.
Tax provisions are reviewed regularly to take into account of changes in legislation, practice and status of
negotiations.

Toxation for overseas subsidiaries and jointly-controlled entities is charged atf the appropriate current rates of
faxation ruling in the relevant countries.

On 16 March 2007, the Standing committee of the Tenth National People’s Congress of the People’s Republic of
China (the "PRC") approved the income tax law. Certain subsidiaries of the Group operating in Shenzhen, the
PRC that were qualified under old law or regulations for incentive tax rate of 15%, the tax rate will progressively
increase to 18%, 20%, 22%, 24% and 25% in years 2008, 2009, 2010, 2011 and 2012, respectively. The deferred tax
balance has been adjusted to reflect the tax rates that are expected to apply to the respective periods when
the asset is realised or the liability is settled.

Under the new tax law, from 1 January 2008 onwards, non-resident enterprises without an establishment or
place of business in the PRC or which have an establishment or place of business but the relevant income is
not effectively connected with the establishment or a place of business in the PRC, will be subject to withholding
fax at the rate of 5% to 10% on various types of passive income such as dividend derived from sources in the
PRC. Distribution of the pre-2008 earnings are exempted from the above-mentioned withholding tax.

Share of associates’ tax for the year ended 30 June 2008 of HK$3,250,000 (2007: HK$13,922,000) is included in
the share of profits less losses of associates.

GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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Notes to the Financial Statements
For the year ended 30 June 2008

136

©)

Reconciliation between tax expense and profit before taxation at applicable tax

rates:

2008 2007
HK$°000 HK$'000

Profit before taxation (including profit from
discontinued operation)

Notional tax on profit before taxation, calculated af the
rates applicable to profits in the countries concerned
Share of profits less losses of associates
Tax effect of non-deductible expenses
Tox effect of non-taxable revenue
Tox effect of unused tax losses not recognised
Tox effect of previously unrecognised prior years'’
fax losses utilised this year
Tox effect of temporary differences unrecognised
(Over) /under-provision in prior years

Actual tfax expense

Represented by
- Continuing operations
- Discontinued operation

100,041

24,550

(13,922)
3,902

(21,320)
10,570

(234)
(101)
33

3,478

(414)
3,892

3,478

On 13 February 2008, the Group entered info an agreement fo dispose of its entire 50% equity interests in TGV Cinema
Sdn Bhd ("TGV") fo its then existing shareholder (the "Purchaser”) for a consideration of approximately HK$96,500,000
(RM40,200,000) (the *Transaction”) and to procure the repayment of a shareholders’loan in the amounts of approximately
HK$25,900,000 (RM10,800,000) by TGV. Details of the Transaction were set out in the Company’s circular dated 5 March

2008.

TGV is principally engaged in the theatre operation in Malaysia.

The Group has decided fo dispose its entire interests in TGV as it plans to redeploy its resources in the Greater China
market. At 30 June 2008, the Transaction was in the process of obtaining the relevant regulatory approval and the
financial results of TGV were classified and presented as a discontinued operation in accordance with Hong Kong
Financial Reporting Standard 5, *Non-current assets held for sale and discontinued operations”.The disposal of TGV was
completed on 31 July 2008.
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Notes to the Financial Statements
For the year ended 30 June 2008

The results of TGV are presented below:

Nofte
Turnover 4
Cost of sales
Other income 5
Selling and distribution costs
General and administrative expenses
Other operating expenses
Profit from operations
Finance costs 6(a)
Profit before taxation
Income tax 7(a)

Profit for the year

The net cash flows incurred by the discontfinued operation were as follow:
Operating activities

Investing activities
Financing activities

Net cash (outflow)/inflow
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2008
HK$°000

119,828

(52,287)

67,541

2,413

(55.924)
(1.674)
(3.411)

24,046
(33.265)
(1.164)

(10,383)

2007
HK$'000
96,189

(41,183)

55,006
2,301
(41,786)
(1,340)

(433)

13,748

(907)

12,841

(3.892)

8,949

23,940

(35,377)
16,091

4,654
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Notes to the Financial Statements
For the year ended 30 June 2008

Directors’ remuneration disclosed pursuant to the Listing Rules and Section 161 of the Hong Kong Companies Ordinance
is as follows:

Salaries,
allowances
and Retirement Compensation
Directors’ benefits scheme  Share-based for 2008
fees inkind  confributions payments fermination Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(note 28(iii))
Executive directors
WU, Kebo - 593 - - -
CHOW, Siu Hong - 529 ) - -
WANG, Wei - 529 ) - -
CHOW, Sau Fong Fiona - 909 ) - -
SHEN, De Min - 310 3 - -
CHOW,Ting Hsing Raymond * - 1,781 - - -
CHIN, Chow Chung Hang
Roberta * - 476 4 - -
CHAN, Sik Hong David * - 1,254 9 - -
PHOON, Chiong Kit * 53 3,242 26 - 2,072
LAU, Pak Keung - 1,627 12 - -
Non-executive directors
KRONFELD, Eric Norman 280 - - - -
ARAKI, Takashi 145 - - - -
Independent non-executive
direcfors
HUANG, Shao-Hua George 230 - - - -
PRINCE Chatrichalerm Yukol 210 - = = =
LEUNG, Man Kit 106 - - - -
LIN, Frank * 98 - - - -
MA, Ka Woh Paul * 164 - - - -
1,286 11,250 72 - 2,072 14,680

- All these directors resigned during the year.The amounts for the year represented the remuneration of the directors
up to the date of resignation.
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Notes to the Financial Statements
For the year ended 30 June 2008

Directors’ remuneration disclosed pursuant to the Listing Rules and Section 161 of the Hong Kong Companies Ordinance
is as follows: (continued)

Salaries,
allowances
and Retirement
Directors’ benefits scheme Share-based 2007
fees In kind confributions payments Total
HK$'000 HK$°000 HK$'000 HK$'000 HK$'000
(note 28(iii))
Executive directors
CHOW, Ting Hsing Raymond - 10,452 = = 10,452
PHOON, Chiong Kit - 8,470 108 2,294 10,872
CHAN, Sik Hong David - 4,038 12 - 4,050
CHIN, Chow Chung Hang
Roberta - 1,521 12 116 1,649
LAU, Pak Keung - 1,532 7 233 1,772
Non-executlive director
KRONFELD, Eric Norman 120 - - 175 295
Independent non-executive
directors
MA, Kah Woh Paul 150 - - 233 383
LIN, Frank 100 - - 116 216
HUANG, Shao-Hua George 59 = = 117 176
PRINCE Chatrichalerm Yukol 100 - - 116 216
529 26,013 139 3.400 30,081

There was no arrangement under which a director waived or agreed to waive any remuneration during the year.

Of the five individuals with highest emoluments, all (2007: all) are directors whose emoluments are disclosed in note 9.
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Notes to the Financial Statements
For the year ended 30 June 2008

The consolidated profit attributable fo equity shareholders of the Company includes a profit of HK$36,544,000 (2007:

HK$136,655,000) which has been dealt with in the financial statements of the Company.

() Basic earnings per share

The calculation of basic earnings per share is based on the profit aftributable to equity shareholders of
the Company from continuing operations and discontinued operation of HK$6,852,000 and HK$3,911,000
respectively (2007: HK$87,768,000 and HK$8,949,000) and the weighted average of 131,225,351 ordinary

shares (2007: 131,804,146 ordinary shares) in issue during the year, calculated as follows:

0] Profit attributable to ordinary equity shareholders of the Company

2008
HK$'000

Profit attributable to ordinary equity shareholders
- Continuing operations
- Discontinued operation

(i) Weighted average number of ordinary shares
2008
Issued ordinary shares af 1 July 128,356,537
Effect of shares repurchased (1.390,724)
Effect of share options exercised 546,175
Effect of conversion of convertible notes 3,713,363

Weighted average number of ordinary shares at 30 June

“ 44 GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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2007
HK$'000

87.768
8,949

96,717

2007

133,030,937
(1,226,791)

131,804,146
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(9) Diluted earnings per share

The calculation of diluted earnings per share is based on the profit attributable to equity shareholders of
the Company from continuing operations and discontinued operation of HK$6,852,000 and HK$3,911,000
respectively (2007: HK$94,954,000 and HK$8,949,000) and the weighted average number of ordinary shares of

131,642,634 shares (2007: 179,749,351 shares), calculated as follows:

0) Profit attributable to ordinary equity shareholders of the Company (diluted)

2008
HK$'000

Continuing operations

Profit attributable to ordinary equity shareholders

After tax effect of effective interest on the liability
component of convertible notes

2007
HK$'000

87.768
7.186

Profit affributable to ordinary equity shareholders (diluted) m 94,954

Discontinued operation

Profit attributable to ordinary equity shareholders 8,949

(i) Weighted average number of ordinary shares (diluted)
2008 2007

Weighted average number of ordinary shares at 30 June 131,225,351 131,804,146

Effect of deemed issue of shares under the

Company’s share option scheme for nil consideration (nofe 1) 417,283 -
Effect of conversion of convertible notes (nofe 2) - 47,945,205
Weighted average number of ordinary shares

(diluted) at 30 June 131,642,634 179,749,351

Nofes:

1 The share options had no diluting effect on the basic earnings per share for prior year as
the exercise price of the Company’s outstanding share options was higher than the average
market price of the Company’s ordinary shares during prior year.

2 The convertible notes had no diluting effect on the basic earnings per share for the current

year.
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Notes to the Financial Statements
For the year ended 30 June 2008

The Group
Property, plant and equipment
Machinery  Furniture Air- Prepaid
Leasehold and and Motor conditioning Consfruction lond lease
Buildings improvements  equipment fixtures vehicles systems  inprogress  Subofal  payments Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Cost or valuafion:
At July 2007 4,556 268,664 118,603 36,869 3297 535 8,320 440,844 1,226 442,070
Additions - 34,367 27,733 2,030 988 - 2,97 67915 - 67915
Transfer fo jointly confrolled entities (nofe 15(c)) 66,531 88,871 78,345 6,785 - - - 239,632 63,502 303,034
Transfers - 1,037 197 - - - (1234) - - -
Disposals - (13.643) (8,888) 8.774) (2134) (535) - (33.974) - (33.974)
Reclossification o held for sale (nofe §) - (1096100  (66.205) - - - (6,748)  (181,563) - (181563)
Exchange adjustments 4126 2313 12431 4930 65 - 635 44,500 3,998 48,498
At 30 June 2008 74213 291,999 162216 41,840 2216 - 4,770 577,254 68,726 645,980
Represenfing:
Cost 69,657 291,999 162216 41,840 2216 - 4,770 572,698 68,726 641,424
\aluation (nofe (1) 4,556 - - - - - - 4,556 - 4,55

74213 291,999 162216 41,840 2216 - 4,770 577,254 68,726 645,980
Accumulated depreciation and amortisation:
At July 2007 2,330 101,004 54,557 20,001 951 535 - 179,378 503 179,881
Charge for the year 1,005 26413 17,8717 4,294 617 - - 50,206 340 50,546
Transfer fo jointly controlled enfifies (nofe 15(¢)) 2,749 41,735 09141 4,292 - - - 117917 321 118,238
Written back on disposals - (7.325) (7.874) (8,862) (943) (635) - (25,5%9) - (25,539)
Reclossification o held for sale (nofe §) - (36131)  (29.831) - - - - (64.962) - (64.962)
Exchonge adjustments 1484 9,307 6,929 2673 2 - - 20421 - 20421
At 30 June 2008 27,568 136,003 90,799 22,398 653 - - 277421 1,164 278,585
Net book value:
At 30 June 2008 46,645 155996 n4a7 19,442 1,563 - 4,770 299,833 67,562 367,395
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Notes to the Financial Statements
For the year ended 30 June 2008

The Group (continued)

Property, plant and equipment

Machinery  Furniture Air- Prepaid
Leasehold and and Motor conditioning Consfruction lond lease
Buildings improvements  equipment fixtures vehicles systems  inprogress  Subofal  payments Total

HKS000  HKS000  HKS'000  HKS'000  HKS000  HKS'000  HKS000  HKS000  HKS'000  HKS'000

Cost or valuafion:
At July 2006 4,556 260437 91,708 36,449 3,081 53 3541 400,257 1,226 401,483
Additions - 25,262 27,164 4,486 617 - 8,487 66,016 - 66016
Transfers - - 3,026 748 - - (3,774) - - -
Disposals - (10276) (4,520 (2,806) (380) - - (17.982) - (17.982)
Disposal of interest in @ jointly

controlled entity (nofe 16(d)) - (10554) (1,241) (2.153) - - ) (1391 - (1397)
Exchonge adjustments - 3,795 2,466 145 29 - 89 6,524 - 6,524
At 30 June 2007 4,556 268,604 118,603 36,869 397 53 8,320 440,844 1,226 442,070
Represenfing:
Cost - 268,604 118,603 36,869 397 53 8,320 436,288 1,226 437,514
Valuation (nofe (i) 4,556 - - - - - - 4,556 - 4,556

4,556 268,664 118,603 36,869 3,297 535 8,320 440,844 1,226 442,070

Accumulated depreciation and amortisation:
At July 2006 2,148 89,322 44,976 15,862 615 535 - 153,458 485 153,943
Charge for the year 182 21314 12,263 7413 599 - - 47N 18 41,789
Written back on disposals - (8,941) (3,761) (2.483) (210) - - (15,455) - (15,455)
Disposal of interest in @ jointly

controlled entity (nofe 16(d)) - (2.062) (147) (836) - - - (3,045) - (3,045)
Exchange adjustments - 1,371 1,226 4 7 - - 2,649 - 2,649
At 30 June 2007 2,330 101,004 54,557 20,001 951 535 - 179,378 503 179,881
Net book value:
At 30 June 2007 2206 167,660 64,046 16,868 2,346 - 8,320 261,466 123 262,189
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Notes to the Financial Statements
For the year ended 30 June 2008

The Group (continued)

0)

)

(iii)

)

Analysis of carrying values of fixed assets:

2008 2007
Prepaid Prepaid
land lease land lease
Buildings payments Buildings payments
HK$'000 HK$'000 HK$'000 HK$'000

Long leases
- in Hong Kong 2,226 723
- outside Hong Kong - -
2,226 723

The buildings in Hong Kong were revalued on 30 September 1994 by C.Y. Leung & Company Limited, an
independent firm of valuers, on an open market value basis, assuming sale with vacant possession.The Group
has taken advantage of the fransitional provision, as permitted under paragraph 80A of HKAS 16, “Property,
plant and equipment”, of not making further regular valuations on its revalued assets.

Had the Group’s buildings been carried at cost less accumulated depreciation and any impairment losses, the
net book values of the buildings would have been HKSNil at 30 June 2008 and 2007.

At 30 June 2008, certain property, plant and equipment which are situated in the PRC and land and buildings
which are situated in Hong Kong with carrying values of approximately HK$12,971,000 (2007: HK$13,639,000)
and HKS$NIil (2007: HK$2,949,000) respectively were pledged as security fo banks for bank loans and an overdraft
facility granted to the Group (note 23).

At 30 June 2008, the net book value of fixed assets held under finance leases of the Group was HKSNil (2007:
HK$1,458,000).
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Notes to the Financial Statements
For the year ended 30 June 2008

The Company

2008 2007
HK$°000 HK$’'000

Unlisted shares, at cost 167,647 167,647
Capital contribution in respect of employee share-based payments 3,566 3.566
Amounts due from subsidiaries 935,231 Q44,614
1,106,444 1,115,827
Less: Impairment losses (405,353) (455,142)

660,685
2008 2007
HK$°000 HK$'000

Included in
- Non-current 681,091 627,685
- Current 20,000 33,000
660,685

Amounts due from subsidiaries are unsecured, interest-free and are not expected to be recovered within one year, except
for an amount due from a subsidiary of HK$20,000,000 (2007: HK$33,000,000) which is expected to be settled within one
year and included under current assets. The carrying amount of these amounts due from subsidiaries approximate
their fair values.

Details of principal subsidiaries of the Group are set out in note 38 to the financial statements.
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Notes to the Financial Statements
For the year ended 30 June 2008

156

2008 2007
HK$°000 HK$’'000

Share of net assets 72,733
Amounts due from associates 98,900
Amounts due to associates (1,087)
170,546
Less: Impairment loss (1.413)
169,133

(@

)

©)

C)

As at 30 June 2007, the amounts due from/ (to) associates are unsecured, interest-free and are not expected to
be recovered/settled within one year, except for amounts due to associates of HK$236,000 which are expected
fo be repaid within one year and have been classified under current liabilities.

Summary of financial information on associates:

2008 2007
HK$°000 HKS$'000

Total assets 495,910
Total liabilities 326,426
Revenue 492,129
Profit after tax 25,869

On 1 January 2008, Dartina Development Limited and its subsidiaries (*Dartina Group”) (formerly associates
of the Group) became jointly controlled entities of the Group following the new shareholder agreement
enfered by the Group and the joint venture partner. The financial results of Dartina Group were proportionately
consolidated info the Group's financial statements in accordance with the accounting policy as set out in note
2(e). Further deftails are set out in note 33(a).

On 28 February 2007, the Group disposed of its entire equity interest in Golden Screen Cinemas Sdn. Bhd.
("GSC") to an independent third party for a consideration of HK$195,237,000. The Group recorded a gain
on disposal of an associate of HK$115,970,000 for the year ended 30 June 2007, representing the difference
between the consideration and the carrying value of the Group’s interests in GSC of HK$79,267,000.
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Notes to the Financial Statements
For the year ended 30 June 2008

158

2008 2007
HK$°000 HK$’'000

Amounts due from jointly controlled entities

- non-current 26,069
- current 14,787
40,856

(a) Amounts due from jointly controlled entities are unsecured and interest-free, except for an amount of

HK$19,494,000 (2007: HK$28,667,000) which is interest bearing at 3.5% to 4.0% per annum (2007: 2.5% to 3.5%
per annum).The carrying amounts of balances with jointly controlled entities approximate their fair values.

) Details of the jointly controlled entities of the Group are set out in note 38 fo the financial statements.

©) Summary financial information on jointly controlled entities - Group's effective interest:

Continuing Discontinued

operations operation Total
2008 2008 2008 2007
HK$°000 HK$°000 HK$°000 HK$'000

Non-current assets 347,607 121,206 468,813 233,114
Current assets 104,281 19,831 124,112 53,646
Non-current liabilities (132,585) (60,571) (108,684)

Current liabilities (114,669) (40,564) (64,922)
Net assets 204,634 39,902 244,536 113,154
Income 355,906 122,241 478,147 319.821

Expenses (344,259)  (118,330)  (462,589) INCLIN-va)

Profit for the year 11,647 3,911 15,558 24,244

(d) On 12 June 2007, the Group disposed of 4.29% equity interests of Vie Show Cinemas Co., Ltd (*Vie Show") fo
one of the shareholders of Vie Show. The net proceeds of the disposal amounted to HK$10,538,000 and the
carrying value of the 4.29% interests in Vie Show amounted to HK$16,255,000. The disposal gave rise to a loss
amounting to HK$5,717,000 which was charged to the consolidated income statement for the year ended 30
June 2007. Further details are set out in note 33(c).
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Notes to the Financial Statements
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The frademarks represented the perpetual license for the use of the brand name “Golden Harvest” which fakes the form
of sign, symbol, name, logo, design or any combination thereof.

The directors are of the opinion that the Group’s tfrademarks have an indefinite useful life due to the following reasons:

0) the trademarks, which were acquired by the Group in 2001, have been in use for a considerable number of
years and will continue to be used for the long term; and

(i) the Group has incurred and intends to continue to incur significant advertising and promotion expenses,
which are charged fo income statement when incurred, to maintain and increase the market value of its
frademarks.

Vigers Appraisal & Consulting Ltd. (*Vigers Appraisal”), a firm of independent professional qualified valuers, has confirmed,
in their valuation of the Group's frademarks, that the market value of the trademarks exceeded their carrying value as at
30 June 2008. Accordingly, no impairment loss was recorded at 30 June 2008.

2008 2007
HK$'000 HK$’'000

Raw materials 334
Chemicals 58
Machinery parts 123
Audio visual products 193
Goods for resale -

708

The carrying amount of inventories sold and recognised as an expense to the consolidated income statement of the
Group was HK$33,565,000 (2007: HK$8,003,000).

Film rights represent films and felevision drama series acquired by the Group.

In accordance with note 2(n) of the Group’s accounting policy, the Group performed impairment tests at 30 June 2007
and 30 June 2008 by comparing the attributable carrying amount of the film rights with the receivable amount. No
impairment loss was recorded for the years ended 30 June 2008 and 30 June 2007.
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2008 2007
HK$°000 HK$’'000

Trade receivables 18,933
Less: Allowance for doubtful debts (5.483)
13,450

C)

®)

Ageing analysis

The ageing analysis of tfrade receivables (net of allowance for doubtful debts) as of the balance sheet date:

2008 2007
HK$'000 HKS$’'000

Current fo 3 months 12,325
Within 4 o 6 months 1,125
Over 6 months -

13,450

The Group usually grants credit periods ranging from one to three months. Each customer has a credit limit
and overdue balances are regularly reviewed by management. In view of the aforementioned and the fact
that the Group’s trade receivables relate to a large number of diversified customers, the concentration of credit
risk is not considered significant. Trade receivables are non-interest-bearing.The carrying amounts of the frade
receivables approximate their fair values. Further details on the Group’s credit policy are set out in note 29(a)
o the financial statements.

The trade receivables of the Group included HK$34,000 (2007: HK$Nil) due from a related company, Chengtian
Entertainment Group (International) Holding Company Limited, as at 30 June 2008.The balance was unsecured,
inferest-free and repayable in accordance with normal tfrading ferms.

Impairment of trade receivables

Impairment losses in respect of tfrade receivables are recorded using an allowance account unless the Group
is satisfied that recovery of the amount is remote, in which case the impairment loss is written off against tfrade
debtors directly.
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®)

Impairment of trade receivables (continued)

The movement in the allowance for doubtful debts during the year, including both specific and collective loss
components, is as follows:

2008 2007
HK$'000 HKS$’'000

At 1 July 5,483 5,629
Uncollectible amounts written off (5.483) (146)

At 30 June 5,483

The individually impaired receivables related fo customers that were in financial difficulties and management
assessed that only a portion of the receivables is expected o be recovered. As at 30 June 2007, specific
allowances for doubtful debts of HK$5,483,000 were recognised. The Group does not hold any collateral over
these balances.

The ageing analysis of tfrade receivables that are neither individually nor collectively considered to be impaired
is as follows:

2008 2007
HK$'000 HKS$’'000

Neither past due nor impaired 13,027 8.620

Less than one month past due 2,877
Past due over one month 1,953
4,830

13,450

Receivables that were neither past due nor impaired relate to a wide range of customers for whom there were
no recent history of default.
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Notes to the Financial Statements
For the year ended 30 June 2008

(9) Impairment of tfrade receivables (continued)

Receivables that were past due but not impaired relate to a number of independent customers that have
a good frack record with the Group. Based on past experience, management believes that no impairment
allowance is necessary in respect of these balances as there has not been a significant change in credit
quality and the balances are sfill considered fully recoverable. The Group does not hold any collateral over
these balances.

(C) All of the other receivables, deposits and prepayments are expected to be recoverable within one year.

The Group The Company
2008 2007 2008 2007
HK$'000 HK$'000 HK$’000 HK$'000

Deposits at banks 178,805

Cash at bank and in hand 44,547 319
276,440 223,352 319

Less: Pledged deposits
- for bank loans - (2.147) =
- as guarantees to landlords (10,133) (2,049) -
Deposits and cash 266,307 219,162 319

Less: Time deposits
with maturity over three months (10,031)
Cash and cash equivalents
held by jointly controlled entity held for sale

Cash and cash equivalents in the consolidated

cash flow statement 209,131

Cash at bank earns interest at floating rates based on daily bank deposit rates. Deposits at banks are made for varying
periods of between one day and five months depending on the immediate cash requirements of the Group, and
earn interest at the respective deposit rates. The carrying amounts of the cash and cash equivalents and the pledged
deposits approximate their fair values.
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Notes to the Financial Statements
For the year ended 30 June 2008

() Trade payables

The ageing analysis of frade payables as of the balance sheet date:

2008 2007
HK$’000 HK$’000
Current fo 3 months 42,534
Within 4 to 6 months 500
Within 7 to 12 months 109
Over one year 3.803
46,946
(b) All of the other payables and accrued charges (including amounts due to related parties) are expected to be

settled within one year or are repayable on demand.

() At 30 June, the bank loans were repayable as follows:

2008
HK$'000

Within one year or on demand

After one year but within two years
After two years but within five years
After five years

20,280

All of the non-current interest-bearing borrowings are carried at amortised cost.

All bank loans bear interest at floating interest rates which approximate to market rates of interest.
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2007
HK$'000

25,311

20,770
27,090
826

48,686

73,997
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(9) At 30 June, the bank loans were secured as follows:

2008 2007
HK$'000 HKS$’'000

Bank loans
- secured 41,594
- unsecured 32,403
73,997

© At 30 June 2008, the Group’s bank loans were secured by:

0) its 35.71% equity interest in a jointly-controlled entity; and
(i) the property, plant and equipment of a subsidiary (note 13).

The Group'’s overdraft facility was previously secured by certain leasehold property and prepaid land payments
which were released during the year ended 30 June 2008.

() Certain of the Group’s banking facilities are subject to the fulfilment of covenants relating to certain of the
Group's balance sheet ratios, as are commonly found in lending arrangements with financial institutions. If the
Group were fo breach the covenants the drawn down facilities would become payable on demand.The Group
regularly monitors its compliance with these covenants. Further details of the Group’s management of liquidity
risk are set out in note 29(b). As at 30 June 2008, none of the covenants relating fo drawn down facilities had
been breached (2007: None).

On 23 May 2006, the Company issued 4% convertible note with a principal amount of HK$20,000,000. The note is
convertible at the option of the note holder into ordinary shares of the Company on or before 15 May 2008 at a price of
HK$2.2 per share.The note bears interest at a rate of 4% per annum and is unsecured.

On 22 August 2006, the Company issued 4% convertible notes with principal amount of HK$100,000,000. The notes are
convertible at the option of the note holders into ordinary shares of the Company on or before 14 August 2008 at a
price of HK$2.2 per share. If the conversion rights are not exercised by the note holders, the notes not converted will be
redeemed on 21 August 2008 at 104% of the principal amount of the notes. The notes bear interest at a rate of 4% per
annum and are unsecured.

The fair values of the liability portion of the convertible notes were estimated at the issuance date using the Group's
prevailing borrowing rate and an equivalent market interest rate for a similar note without a conversion option, and have
been ascertained by Vigers Appraisal. The residual amounts were assigned as the equity component and included in
shareholders’ equity.
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In May and June 2008, convertible notes in aggregate amounts of HK$90,000,000 have been converted info the
Company’s ordinary shares, creating a total of 40.9 million new ordinary shares at a conversion price of HK$2.2 per
share.

Subsequent fo 30 June 2008, the remaining convertible notes in aggregate amounts of HK$30,000,000 have been
converted info the Company’s ordinary shares, creating a fotal of 13.6 million new ordinary shares af a conversion price

of HK$2.2 per share.

The net proceeds received from the issue of the convertible notes have been split between the liability and equity
components, as follows:

The Group and the Company

Liability Equity

component component Total

HK$'000 HK$'000 HKS$’'000

At 1 July 2006 19,761 ) 19,856
Nominal value of convertible notes issued, net of issuing costs 98,215 785 99,000
Interest expenses (note 6(a)) 7,186 = 7,186
Interest paid (2.811) = (2.811)

At 30 June and 1 July 2007 122,351 880 123,231
Conversion of convertible notes (93.092) (638) (93.730)
Interest expenses (note 6(a)) 7,790 = 7,790
Interest paid (5.556) = (5.556)
At 30 June 2008 31,493 242 31,735
2008 2007

HK$’000 HKS$'000

Liability component analysed for reporting purposes:
Current liabilities - other payables and accrued charges 427 1,499
- convertible notes 31,066 20,262

21,761

Non-current liabilities - convertible notes 100,590

122,351
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At 30 June 2007, the Group had obligations under finance leases repayable as follows:

2007
Present
value of
the Total
minimum minimum
lease lease
payments payments
HK$'000 HK$'000
Within one year 353 434
Affer one year but within two years 383 434
Affer two years but within five years 416 435
799 869
1,152 1,303
Less: fotal future inferest expenses (151)
Present value of lease obligations 1,152
Classified as current liabilities (353)
Non-current portion 799

During the year ended 30 June 2008, the Group made early repayment to discharge its obligations under finance
leases. Accordingly, there was no finance lease payables at 30 June 2008.
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C)

®)

(@)

Loans from joint venture partners

2008 2007
HK$'000 HKS$’'000

Loans from joint venture partners
- current 22,144 14,787
- non-current 42,505 26,069

64,649 40,856

Loans from joint venture partners are unsecured and interest-free, except for an amount of HK$18,109,000
(2007: HK$28,667,000) which is inferest bearing at a rate from 3.5% to 4.0% per annum (2007: 2.5% to 3.5% per
annum).

The carrying amounts of the loans from joint venture partners approximate their fair values.
Loan from minority shareholder

Loan from minority shareholder is unsecured, inferest bearing at a rate from 3.5% to 4.0% per annum and is
expected to be settled affer one year.

Deferred tax assets and liabilities recognised:
The Group

The components of deferred tax (assets)/liabilities recognised in the consolidated balance sheet and the
movements during the year are as follows:

Depreciation

allowance
in excess of Revaluation
related Tox losses  of leasehold
depreciation  recognised buildings Ofthers Total
HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000
Deferred fax arising from:
At 1 July 2006 6,872 - 402 - 7,274
Exchange adjustments 329 - - - 329
Charged/(credited)
to the income statement 2,504 (4,045) = 284 (1,257)
Credited to equity = = (€1)) = @1
Disposal of interest in a jointly
controlled entity (nofe 33(c)) (222) 433 = (€[0)) 181
At 30 June 2007 9,483 3.612) 371 254 6,496

GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
Annual Report 2008



(@)

®)

(@)

SRR M
BE-TT/\FAA=ZTHLFE

BEBHREHZER

FEH
—gBNF e =
T Tt

BEBHREHZER
7=

e 14,787
—3ERE 26,069
40,856

BEBHREHCEFAEER - 28 - —2258518,109,0008 T (ZZ T+ : 28,667,000/ ) HiRFF3.5EE4.0
E(ZZZLF : BF25EE35E )R °

BEBHREHZ EFRMEEE A TERS

DEBRRERZ T
DEBRRBHZ ERABER - HARTFISEEA0E B IR —FRIEHE -

Eﬁﬁwu L*HIE F&E'fﬁ

REH
REENGEEEABRBAZRERIA(BE) BEHBO REZBFHNAT
HERATE
2
RIMTE B e
=R BiIEE 1R HeErsF HAh, HET
FHT FHT FAT FAT FHT
BEFTERE -
RZZE F+A—A 6,872 - 402 - 7.274
[ 329 - - - 329
8/ GtA) Wk 2,504 (4,045) - 284 (1.257)
StARER - - €1)) - @31
HeE—HEREHARER (F233(c)) (222) 433 - €0)) 181
R-TT+FA=1H 9,483 (3.612) 371 254 6,496

S 177



Notes to the Financial Statements
For the year ended 30 June 2008

178

C)

(®)

©

Deferred tax assets and liabilities recognised: (continued)

Depreciation

allowance
in excess of Revaluation
related Tox losses  of leasehold
depreciafion  recognised buildings Others Total
HK$'000 HK$'000 HKS$'000 HK$'000 HKS$'000
At 1 July 2007 9,483 3.612) 371 254 6,496
Exchange adjustments 1,375 (301) - 647 1,721
Charged/(credited) fo the
income statement 5,207 3,913 - (467) 8,653
Transfer to jointly
controlled entity (nofe 33(a)) 9,790 = = (792) 8,998
Reclassification
fo held for sale (note 8) (9.636) = = = (9.636)
Credited to equity - - (C)) - (50)
At 30 June 2008 16,219 - 321 (358) 16,182
2008 2007
HK$°000 HK$’'000
Net deferred tax liability recognised on the balance sheet 16,540 7,999
Net deferred tax asset recognised on the balance sheet (358) (1.503)

6.496

Deferred tax assets not recognised

At 30 June 2008, the Group has not recognised deferred tax assets in respect of accumulative tax losses of
approximately HK$523,739,000 (2007: HK$500,523,000) as it is not probable that future taxable profits against
which the losses can be ufilised will be available in the relevant tax jurisdiction and entity. The tax losses do not
expire under current tax legislation except for the balances of HK$7,435,000 (2007: HK$31,708,000) which can
be only carried forward for five years under the relevant jurisdiction.

Deferred tax liabilities not recognised

At 30 June 2008, there was no significant unrecognised deferred tax liability (2007: Nil) for taxes that would
be payable on the unremitted earnings of certain of the Group’s subsidiaries, jointly controlled entities or
associates as the Group has no significant liability fo additional tax should such amounts be remitted.
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2008 2007
No. of No. of
shares Amount shares Amount
HK$'000 HK$'000

Authorised:

Ordinary shares of HK$1.00 each 600,000,000 LLOX Ll 600,000,000 600,000

Ordinary shares, issued and fully paid:

At 1 July 128,356,537 128,357 [BEKIURO0ERYE) 133,031
Consolidation of every ten shares of nominal
value of HK$0.10 each info one share
of nominal value of HK$1.00 each (nofe (i) - Bl (1,166,678,438) -
Repurchase of shares (note (ii)) (1.603,000) (1,603 ) BENERPIZYI00)) (4,674)
Share option exercised (note (iif)) 1,975,000 1,975 = =
Conversion of convertible notes (nofe (iv)) 40,909,090 40,909 = =

At 30 June 169,637,627 169,638 EERVIKEIHRXEY) 128,357

Noftes:

0) Consolidation of share capital
Pursuant to an ordinary resolution passed on 9 May 2007, the issued and unissued ordinary shares of HK$0.10
each of the Company were consolidated on the basis of every ten shares info one share of HK$1.00 each.The
Company’s authorised share capital of HK$600,000,000 divided into 6,000,000,000 ordinary shares of HK$0.10
each was consolidated into 600,000,000 ordinary shares of HK$1.00 each. On the same day, the Company’s
issued and fully paid share capital of HK$129,630,938 divided into 1,296,309,375 ordinary shares of HK$0.10
each was consolidated into 129,630,937 ordinary shares of HK$1.00 each.

(i) Purchase of own shares
During the year ended 30 June 2008, the Company repurchased its own ordinary shares on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) at prices ranging from HK$2.9 to HK$4.0 per share
for aggregate consideration before expenses of HK$5,155,000. Details of the repurchases are disclosed in the
Report of the Directors under the heading of "Purchase, sale and redemption of listed securities” in these
financial statements.

The repurchased shares were cancelled and accordingly the issued share capital of the Company was
reduced by the nominal value of these shares. An amount equivalent to the nominal value of these shares of
HK$1,603,000 was transferred from the retained profits to the capital redemption reserve.The premium paid on
the repurchase of the shares of HK$3,552,000 and the related costs of HK$38,000 were charged fo the share
premium account.
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Noftes: (continued)

(iii)

Share option scheme

Equity-sefttled share-based transactions

The Company operates a share option scheme (the "Scheme”) for the purpose of providing incentives and
rewards to eligible participants who conftribute to the success of the Group’s operations. Eligible participants
of the Scheme include the Company’s directors, including independent non-executive directors, and other
employees of the Group, shareholders of the Company. suppliers of goods or services fo the Group and
customers of the Group.The Scheme became effective on 30 November 2001 and, unless otherwise cancelled
or amended, will remain in force for a period of 10 years from that date.

Share options granted fo a director, chief executive or substantial shareholder of the Company, or any of
their associates, are subject to approval in advance by the independent non-executive directors (excluding
independent non-executive director who is the grantee of the option).In addition, any share options granted to
a substantial shareholder or an independent non-executive director of the Company, or any of their associates,
in excess of 0.1% of the shares of the Company in issue at any time and with an aggregate value (based on
the closing price of the Company’s shares at the date of the grant) in excess of HK$5,000,000, within any 12-
month period up to and including the date of the grant, are subject to the shareholders’ approval in advance
in a general meeting.

The offer of a grant of share options must be accepted within 30 days inclusive of, and from the day of the offer,
upon payment of a nominal consideration of HKS1 by the grantee. The exercise period of the share options
granted is determinable by the directors, which may not exceed 10 years commencing on such date on or
affer the date of grant as the directors of the Company may determine in granting the share options and
ending on such datfe as the directors of the Company may determine in granting the share options (which in
any event must be prior fo the close of business on 30 October 2011). Save as determined by the directors of
the Company and provided in the offer of the grant of the relevant share option, there is no general requirement
that a share option must be held for any minimum period before it can be exercised.

The exercise price of the share options is deferminable by the directors, provided always that it shall be at least
the higher of (i) the closing price of the Company’s shares on the Stock Exchange on the date of offer of grant
of the share options; and (ii) the average Stock Exchange'’s closing price of the Company’s shares for the five
trading days immediately preceding the date of the offer.

The maximum number of shares of the Company issuable upon exercise of all share options granted and to
be granted under the Scheme and any other share option schemes of the Company (if any) is an amount
equivalent to 10% of the shares of the Company in issue as at 28 November 2001. This limit can be refreshed
by the shareholders of the Company in a general meeting in accordance with the provisions of the Rules
Governing the Listing of Securities on the Stock Exchange (the "Listing Rules”).The maximum number of shares
issuable under share options granted to each eligible participant under the Scheme within any 12-month
period, is limited to 1% of the shares of the Company in issue at any time. Any further grant of share options in
excess of this limit is subject to the shareholders’ approval in a general meeting.

Share options do not confer rights on the holders o dividends or to vote at the shareholders” meeting.
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Noftes: (continued)

(iii)

)

Share option scheme (confinued)

Equity-sefttled share-based transactions (continued)

Movements in the number of share options outstanding and their related weighted average exercise prices
are as follows:

2008 2007
Average Average
exercise exercise
price price
per share Options per share Options

At 1 July X 8,345,000 4.06 45,275,000
Granted 413 38,800,000
Exercised - -
Lapsed 4.96 (625,000)

Adjustment upon share consideration 4.08 (75,105,000)

At 30 June . 1,400,000 4.08 8,345,000

During the year ended 30 June 2008, a fotal of 1,975,000 share options were exercised (2007: Nil) at exercise
prices ranging from HK$2.08 fo HK$3.93.

Apart from the above, at no time during the year was the Company or any of its subsidiaries a party to any
arrangements to enable the Company’s directors, their respective spouses or children under 18 years of age
fo acquire benefits by means of acquisition of shares in or debentures of the Company or any other body
corporate.

At the balance sheet date, the Company had 1,400,000 share options outstanding under the Scheme and
the Terminated Scheme. The exercise in full of the remaining share options would, under the present capital
structure of the Company, result in the issue of 1,400,000 additional ordinary shares of the Company, representing
approximately 1% of the Company’s shares in issue as at the balance sheet date, and additional share capital
of HK$1,400,000 and share premium account of HK$4,009,000 (before issue expenses).

Conversion of convertible notes

During the year ended 30 June 2008, the note holders exercised their conversion rights to convert notes of
HK$90,000,000 into the Company’s ordinary shares of 40.9 million ordinary shares at a conversion price of
HK$2.2 per ordinary share. Note 24 sets out details of the convertible notes.
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Notes to the Financial Statements
For the year ended 30 June 2008

() The Group

Details of the movements in reserves of the Group during the years ended 30 June 2007 and 30 June 2008 are
set out in the consolidated statement of changes in equity.

(9)) The Company

Equity (Accumulated

Share Capifal component of losses)/
Share option  redemption  Contributed  convertible retained
premium reserve reserve surplus notes profits Tofal

HK$'000 HKS$'000 HKS$'000 HK$'000 HK$'000 HK$°000 HK$°000

A1 July 2006 639,881 544 145 191,644 880 (555,158) 277,936
Elimination upon capital reorganisation (nofe)  (500,000) - - 500,000 = = =
Setting off the accumulated losses (nore) = = = (420,000 = 420,000 =
Repurchases of shares (14,148) = 4,674 = = = (9.474)
Profit for the year - - - - - 136,655 136,655
Equity-seftled share-based transactions - 4,541 - - - - 4,541
At 30 June 2007 125,733 5,085 4,819 271,644 880 1,497 409,658
At 1 July 2007 125,733 5,085 4,819 271,644 880 1,497 409,658
Repurchase of shares (3,590) = 1,603 = = (1,603) (3,590)
Profit for the year - - - - - 36,544 36,544
Reserve realised upon

- exercise of share options 4,097 (879) = = = = 3218

- lapse of share options = (2,658) = = = 2,658 =

- conversion of convertible nofes 52,822 = = = (638) = 52,184
At 30 June 2008 179,062 1,548 6,422 271,644 242 39,096 498,014

Note:  Pursuant fo a special resolution passed on 9 May 2007, the share premium account of the Company
was reduced by HK$500,000,000 (“Share Premium Reduction”) and the credit arising in the books of
account of the Company from the Share Premium Reduction has been transferred fo the contributed
surplus account of the Company and an amount equal fo HK$420,000,000 in the contribution
surplus account has been applied in setting off the accumulated losses of the Company of
HK$420,000,000.
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(9)) Nature and purpose of reserves

0]

()

W

v

)

Share premium and capifal redempltion reserve

The application of the share premium account is governed by Sections 40 of the Companies Act 1981
of Bermuda.

Share option reserve

The share option reserve represents the fair value of the number of unexercised share options granted
fo employees of the Company recognised in accordance with the accounting policy adopted for
share-based payments in note 2(v)(ii).

Confributed surplus

The contributed surplus represents (i) the difference between the nominal value of the Company’s
shares in issue, in exchange for the issued share capital of the subsidiaries, and the aggregate
net asset value of the subsidiaries acquired at the date of acquisition; and (ii) the net transfer of
HK$80,000,000 after setting off the accumulated losses from the share premium account pursuant
fo the Company’s capital reorganisation in May 2007. Under the Bermuda Companies Act 1981 (as
amended), the contributed surplus of the Company is distributable to shareholders of the Company.

Equity component of convertible notes

Equity component of convertible notes represents the value of equity component of the unexercised
convertible notes issued by the Company recognised in accordance with the accounting policy
adopted for convertible notes in note 2(s).

Surplus reserve

The surplus reserve represents an amount transferred from retained profits in accordance with
statutory requirements and the articles of association of an associate incorporated in Taiwan. The
surplus reserve may only be applied to make up any losses and for the capitalisation by the way of
fully paid bonus issue of the shares of the associate in Taiwan.

Reserve funds

In accordance with the relevant regulations in the PRC, the Company's subsidiary established in the
PRC is required to transfer a certain percentage of its profits after tax to the reserve funds. Subject to
certain restrictions set out in the relevant PRC regulations and in the subsidiary’s articles of association,
the reserve funds may be used either to offset losses, or for capitalisation by way of paid-up capital.

Exchange reserve

The exchange reserve compirises all foreign exchange differences arising from the translation of the
financial statements of foreign subsidiaries, jointly controlled entities and associate. The reserve is
dealt with in accordance with the accounting policy set out in note 2(z).
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Distributability of reserves

At 30 June 2008, the aggregate amount of reserves available for distribution fo shareholders of the Company
was HK$496,224,000 (2007: HK$403,693,000).

Capital management

The Group’s primary objectives when managing capital are to safeguard the Group’s ability to confinue as a
going concern, so that it can continue to provide returns for shareholders and benefits for other stakeholders,
by pricing products and services commensurately with the level of risk and by securing access to finance at
a reasonable cost.

The Group actively and regularly reviews and manages its gearing structure to maintain a balance between
the higher shareholder returns that might be possible with higher levels of borrowings and the advantages
and security afforded by a sound capital position, and makes adjustments fo the gearing structure in light of
changes in economic conditions.

The Group monitors its gearing structure calculated on the basis of external borrowings, which includes bank
loans, convertible notes and finance lease payable over total assets.

The Group’s strategy is fo maintain the gearing ratio below 35%. In order fo maintain or adjust the ratio, the
Group may raise new debt financing or sell assets fo reduce debt.The gearing ratio at 30 June 2008 and 2007
are as follows:

2008 2007
HK$'000 HK$'000

Bank loans 20,280 73,997
Convertible notes 31,066 120,852
Obligations under finance lease - 1,152

External borrowings 196,001
Total assets 930,413
Gearing ratio 21.1%
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Exposure to credit, liquidity, currency and interest ratfe risks arises in the normal course of the Group’s business.These risks
are limited by the Group’s financial management policies and practices described below.

C)

®)

Credit risk

The Group’s credit risk is primarily attributable fo frade and other receivables. The Group has established credit
control policies of which credit limits, credit approvals and other monitoring procedures for debts recovery
are in place to minimise the credit risk. In addition, management reviews the recoverable amount of each
individual receivable regularly to ensure that adequate impairment allowances are made for irrecoverable
amounts. With such policies in place, the Group has been able to maintain its bad debts at minimal level.

The Group's trade receivable relate to a large number of diversified customers, the concentration of credit risk
is not significant.

Liquidity risk
The Group's policy is to regularly monitor current and expected liquidity requirements, to ensure that it maintains

sufficient reserves of cash and adequate committed lines of funding from major financial institutions to meet its
liquidity requirements in the short and longer ferm.

The following table details the remaining contractual maturities at the balance sheet date of the Group’s
and the Company’s non-derivative financial liabilities, which are based on contractual undiscounted cash
flows (including interest payments computed using contractual rates or, if floating, based on rates current ot
the balance sheet date) and the earliest date the Group and the Company can be required to pay. As alll
the convertible notes of the Group at 30 June 2008 have been converted to ordinary shares of the Company
subsequent fo the balance sheet date, the carrying amounts have not been included in the table. In addition,
as loans from joint venture partners and minority shareholder and deposits received do not have fixed
repayment terms, the carrying amounts have not been included in the table.

The Group
2008
Total More than More than
contractual Within 1 year but 2 years but
Carrying undiscounted 1 year or less than less than More than
amount cash flow on demand PACL 5 years 5 years
HK$’'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Trade payables 68,609 68,609 68,609
Other payables
and accrued charges 129,472 129,472 129,472
Customer deposits 3,675 3,675 3,675
Bank loans 20,280 21,488 13,445

222,036 223,244 215,201
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Liquid iTy risk (continued)

The Group (continued)

2007
Total More than More than
contractual Within 1 year but 2 years but
Carrying  undiscounted 1 year or less than less than More than
amount cash flow on demand 2 years 5 years 5 years
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Trade payables 46,946 46,946 46,946 - - -
Other payables
and accrued charges 87,250 87,250 87,250 - - -
Amounts due
fo associates 236 236 236 - - -
Customer deposits 5,622 5,622 5,622 - - -
Bank loans 73,997 81,409 29,090 21,908 29,393 1,018
214,051 221,463 169,144 21,908 29,393 1,018

The Company

The earlier seftlement dates of the Company’s financial liabilities at the balance sheet date are all within
one year or on demand and the contractual amounts of the financial liabilities are all equal fo their carrying
amounts.

Currency risk

The Group has foreign currency monetary assets and liabilities that are denominated in a currency other
than the functional currency of the Group. Exchange differences arising on settling or translating these foreign
currency monetary items at rates different from those at dates of transactions giving rise to these monetary
items are recognised in profit or loss.

The Group enfers info transactions denominated in currencies other than its functional currency. Consequently,
the Group is exposed to risks that the exchange ratfe of its currency relative to other foreign currencies may
change in a manner that has an adverse effect on the value of that portion of the Group’s assets or liabilities
denominated in currencies other than the United States dollars. Management of the Group continuously
monitors the Group’s exposure to such foreign currency risks fo ensure they are at manageable levels.
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Currency risk (continued)

0]

Exposure fo currency risk

The following table details the Company’s exposure at the balance sheet date to currency risk arising
from recognised assets or liabilities denominated in a currency other than functional currency fo
which they relate.

The Group
2008 2007
Singapore Singapore
Dollars Dollars
‘000 ‘000
Cash and cash equivalents 14,156
Net exposure to currency risk 14,156

Sensitivity analysis

The following table indicates the approximate change in the Group's profit after tax and retained profits
in response to reasonably possible changes in the foreign exchange rates to which the Group has
significant exposure af the balance sheet date. Other components of equity would not be affected
by changes in the foreign exchange rates:

2008 2007
Increase/ Effect on Increase/ Effect on
(decrease) profit after (decrease) profit after
in foreign tax and in foreign tax and
exchange retained exchange retained
rates earnings rates earnings
HK$'000 HKS$’'000

5% 3,610
(5)% (3.610)

Singapore Dollars

The sensitivity analysis above has been determined assuming that the change in foreign exchange
rates had occurred at the balance sheet date and had been applied to the Group’s exposure
fo currency risk for financial instruments in existence at that date, and that all other variables, in
particular interest rates, remain constant.The stated changes represent management's assessment of
reasonably possible changes in foreign exchange rates over the period until the next annual balance
sheet date.The analysis is performed on the same basis for 2007.

Currency risk as defined by HKFRS7 arises on financial instruments being denominated in a currency
that is not the functional currency and being of a monetary nature. Differences resulting from the
franslation of financial statements of overseas subsidiaries, jointly contfrolled entities and associates
info the Group’s presentation currency are therefore not taken info consideration for the purpose of
the sensitivity analysis for currency risk.
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() Interest rate risk

The Group'’s exposure fo inferest rate risk arises primarily fo the Group’s short and long-term loans. Borrowings
at floating rates expose the Group to cash flow interest rate risk. Borrowings at fixed rates expose the Group to
fair value interest rate risk.The Group has not used any interest rate swaps to hedge its exposure to inferest rate

risk.
0] Interest rate profile
The following table details the inferest rate profile of the Group’s borrowings atf the balance sheet
date:
2008 2007
Effective Effective
rate rate
% HK$'000 % HKS$’'000
Variable rate borrowings:
Bank loans (notfe 23) 6.85% 73.997
Loans from joint venture
partners (nofe 26(a)) 3.5% - 4.0% 18,109 BRIV 28,667
Loan from minority
shareholder (note 26(b)) 3.5% - 4.0% N/A =
(i) Sensitivity analysis

At 30 June 2008, it is estimated that a general increase/decrease of 1% in interest rates, with all other
variables held constant, would decrease/increase the Group's profit after fax and total equity by
approximately HK$391,000 (2007: HK$915,000).

The sensitivity analysis above has been defermined assuming that the change in interest rates
had occurred at the balance sheet date and had been applied to the exposure to interest rate
risk in existence at that date. The 1% increase/decrease represents management’s assessment of
a reasonable possible change in interest rates over the period until the next annual balance sheet
date.The analysis is performed on the same basis for 2007.

“ 98 GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
Annual Report 2008



(C)

SRR M
BE-TT/\FAA=ZTHLFE

=@k
REBZFEREREZRANEE 2 AREHERAR - LUFBAXRFTEEFSAREAZRSREN XA - MIARE
TG B2 EREEAREE AT R T EF R o A5 B I 560 EAF R 2 B B A =@ -
0] FIEEER
NRAJINEE B AEBER 2 ZRR

—EENF —2E
BHRIE B FIE
% FiB % SRCIE

IRITER (M1a#23) 6.85% 73,997
BRBLLBH S ER (H226(a)) 3.5% - 4.0% , 2.5% - 3.5% 28,667
LERRIRE Y B (Hfat26(b)) 3.5% - 4.0% TEm -

0] BB AT

RITEENFRNA=Z1TH  HetA=REE LA TEI1% (FIAEMESERFIE)  BERAEERTEEF KL
HERS4BEBIE N, 49391,0008 T (— BT 4 : 915,000/ 7T) °

btz GRRESTEBRBZNERE BN EEREINEE - AERARERFEZSREBZN=ER - FlX
EA TR BB R E R B TR EAE B AT RRARNE 2 8B A e 2B EH 2 fHE - — T FRIAREE
EITHRANT ©

SR 199



Notes to the Financial Statements
For the year ended 30 June 2008

200

©

C)

®)

©

Fair values

The fair values of receivables, bank balances and other current assets, payables and accruals and current
borrowings are assumed to approximate their carrying amounts due to the short-term maturities of these assets
and liabilities.

All financial instruments are carried at amounts not materially different from their fair values as at 30 June

2007 and 30 June 2008. Amounts due (to)/from subsidiaries are unsecured, interest-free and have no fixed
repayment terms. Given these ferms it is not meaningful to disclose fair values.

Capital commitments outstanding at 30 June 2008 not provided for in the financial statements are as follows:

2008 2007
HK$°000 HK$'000

Contracted for 12,433 14,498
Authorised but not contracted for 219,846 201,890

Capital commitments outstanding at 30 June 2008 in relation to capital contribution fo jointly controlled entities
are as follows:

2008 2007
HK$°000 HK$'000

Authorised but not contracted for - 26,124

Operating lease commitments

0) As lessor

At 30 June 2008, the Group's total future minimum lease payments under non-cancellable operating
leases are receivable as follows:

2008 2007
HK$'000 HK$'000

Leases on premises expiring
- within one year
- affer one year but within five years

15,613
27,178
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(9)) Operating lease commitments (continued)
0) As lessor (continued)
The Group leases certain of its buildings under operating leases. The leases typically run for one fo
twelve years. None of the leases include contingent rentals.
) As lessee

At 30 June 2008, the Group's total future minimum lease payments under non-cancellable operating
leases are payable as follows:

2008 2007
HK$°000 HK$'000

Leases on premises expiring

- within one year 158,308 106,955
- affer one year but within five years 497,043 364,316
- affer five years 372,532 367,125

1,027,883 838,396

The Group is the lessee in respect of a number of office premises and cinemas held under operating
leases.The leases typically run for one to thirfeen years.

Certain non-cancellable operating leases are subject to contingent rent payments, which are charged
at 5% to 28% (2007: 5% to 28%) of their monthly or annual gross box office takings in excess of the base
rents as set out in the respective lease agreements. In addition, 10% of the theatre confectionary sales
and advertising income are also charged as payments under certain leases.

At 30 June 2008, the Company has issued guarantees to banks in respect of banking facilities granted to certain
subsidiaries amounting tfo HK$81,880,000 (2007: HK$62,844,000). At 30 June 2008, banking facilities of HK$20,280,000
(2007: HK$41,594,000) had been utilised by the subsidiaries.

At 30 June 2008, the directors do not consider it probable that a claim will be made against the Company under any of
the guarantees.The Company has not recognised any deferred income in respect of bank guarantees as their fair value
cannot be reliably measured and no fransaction price was incurred.
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In addition to the transactions and balances disclosed elsewhere in these financial statements, the Group entered into
the following material related party transactions.

2008 2007
Notes HK$°000 HK$'000

Interest on convertible notes . (i) 2,910

Consultancy fee ) 366

Management fee income from an associate (iv) 192

Accounting services paid to an associate/

jointly controlled entity W) %)
Office rental paid to an associate ) 105
Ticketing system maintenance/

development costs paid/payable fo an associate (vii) 1,087

Consultancy fee income from jointly controlled entities D) 274

Advertising agency fee paid to joint confrolled entity (ix) 238

Interest income from jointly controlled entity €9) 3.012

Notes:

0) The related companies are/were the substantial shareholders of the Company or related to a substantial
shareholder of the Company.

(i) The interest expenses were charged at an effective interest rate of 7% per annum (2007: 7% per annum). Details
of the terms of the convertible notes are set out in note 24 to the financial statements.

(D) The distribution consultancy fee paid represented the fim production and distribution consulting services
provided by a related company (a company owned by a relative of Mr Raymond Chow Ting Hsing) to the Group
and was charged in accordance with the terms of the agreement dated 1 July 2004. Upon the resignation
of Mr Raymond Chow Ting Hsing on 26 October 2007, the service provider was no longer being the related
company of the Group, but it remained as a connected person of the Group under the Listing Rules. The total
amount of the consultancy fee paid during the year was HK$272,000.

(iv) The management fee income represented accounting services provided fo an associate of the Group which
were charged at rafes of HK$11,000 per month for the year ended 30 June 2008. For the year ended 30 June
2007, the management fee income represented accounting services provided to two associates of the Group
which were charge at rates of HK$10,000 per month from the period from 1 July 2006 to 31 December 2006, and
HK$11,000 per month for the period from 1 January 2007 to 30 June 2007, respectively.

) The accounting service fee was charged at a rate of S$1,500 (2007: S$1,500) per month for the period from
1 July 2007 to 31 March 2008. After 1 January 2008, the associate became the jointly-controlled entity of the
Group.The amount of accounting service fee charged from 1 January 2008 to 31 March 2008 was HK$26,000.

(Vi) The rental expense was charged at a rate of approximately S$1,781 for the period from 1 July 2007 fo 31

December 2007 (2007: S$1,747) per month for sub-letting a portion of office premises of an associate to the
Group.
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Nofes: (continued)

(vii) The fticketing system maintenance/development costs were charged according to prices and conditions
similar to those offered to other customers of the associate.

(viii) The consultancy service fee was received from two jointly controlled entities of the Group, charged at a rate
of $$8,000 per month for the period from 1 January 2008 fo 30 June 2008 and NT$100,000 per month for the
period from 1 July 2007 fo 31 March 2008 (2007: S$ Nil and NT$100,000).

(ix) The advertising agency fee was charged on normal commercial ferms.

(€3] The inferest on the shareholder’s loan to a jointly-controlled entity was charged at 3.5% fo 4.0% per annum
(2007:2.5% to 3.5% per annum).

The transactions amounted to HK$3,660,000 (2007: HK$3,276,000) shown in note (ii) and (iii) above with 5 related
companies (2007: 5 related companies) constituted connected transactions as defined in the Listing Rules. The
connected fransactions were either properly approved by the independent shareholders or constituted the de minims
fransactions as defined in the Listing Rules.

None of the other related party tfransactions set out above constituted connected transactions as defined in the Listing
Rules.
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(o)) Transfer to jointly controlled entities

For the year ended 30 June 2008

On 1 January 2008, Dartina Group (formerly associates of the Group) became jointly controlled entities of
the Group following the new shareholder agreement entered by the Group and the joint venture partner
(the "Transaction”). The financial results of Dartina Group were proportionately consolidated info the Group's
financial statements in accordance with the accounting policy set out in note 2(e).

The carrying amounts of identifiable assets and liabilities of Dartina Group immediately before the Transaction
were as follows:

2008
HK$’000

Fixed Assets 184,796
Deferred tax assets 792
Rental and other deposits 2,499
Film rights 2,304
Trade receivables 11,524
Other receivables, deposits and prepayments 5
Cash and cash equivalents 64,546
Trade payables (21,052)
Other payables and accrued charges (29.453)
Toxation payable (4.944)
Loans from shareholders (105,573)

Deferred tax liabilities (9.790)

Net assets

Amount previously accounted for as inferest in associates (nofe 15(c))

An analysis of the net inflow of cash and cash equivalents in respect of transfer to jointly controlled entities is
as follows:

2008
HK$°000

Cash and cash equivalents transferred 64,546
Net inflow of cash and cash equivalents in respect
of the fransfer to jointly controlled entities 64,546
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(9) Acquisition of subsidiaries

For the year ended 30 June 2007

On 6 December 2006, the Group acquired the entire equity interests in GH Pictures (China) Limited ("GHPC"),
GH Media Management Pte Ltd ("GHMMPL") and GH Media Management Limited ("GHMML") from Golden
Harvest Private Group and independent third parties.The purchase consideration for the acquisition was in the
form of cash, with total cost of HK$23,267,000.

The combined fair values of the identifiable assets and liabilities of the three companies as at the date of
acquisition and the corresponding carrying amounts immediately before the acquisition were as follows:

Fair value
recognised on Carrying
acquisition amount
HK$'000 HK$'000
Film rights 18,683 17,940
Amounts due from fellow subsidiaries 7,758 7,758
Cash and bank balances 488 488
Other payables and accrued charges (2.847) (2.847)
Taxation payable (543) (543)
Provision for long service payments (272) (272)
Net assets 23,267 22,524
Satisfied by cash 23,267

An analysis of the net outflow of cash and cash equivalents in respect of the acquisition of the subsidiaries is

as follows:
2007
HKS$ 000
Cash consideration (23,267)
Cash and cash equivalents acquired 488
Net outflow of cash and cash equivalents in respect of
the acquisition of the subsidiaries (22,779)
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(9)) Disposal of interest in a jointly controlled entity

2007
HKS$’000
Net assets disposed of:

Property, plant and equipment 10,926
Prepaid rental 1,046
Rental and other deposits 4,312
Pledged bank deposits 246

Deferred tax assets 181
Cash and bank balances 2,950
Film rights 4
Trade receivables 93
Other receivables, deposits and prepayments 1,274
Trade payables (1,739)
Other payables and accrued charges (2.866)
Loans from joint venture partners (6,332)
Deposits received (444)
Minority interests 67)
9.584

Realisation of exchange reserve 339
Assignment of loans from joint venture partners 6,332
Loss on disposal of interest in a jointly controlled entity %.717)
10,538

Satisfied by cash 10,538

An analysis of the net inflow of cash and cash equivalents in respect of the disposal of interest in a jointly
controlled entity is as follows:

2007
HKS$"000
Cash consideration 10,538
Cash and cash equivalents disposed of (2,950)
Net inflow of cash and cash equivalents in respect of
the disposal of interest in a jointly controlled entity 7,588

GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
Annual Report 2008



BupEa el
BE-TT/\FAA=ZTHLFE

(c) HEHEESIQFES

—EELF
FHT
HEEEFE
L E Y S 10,926
AN 1,046
AR HE iR 4,312
BIRIRIRITER 246
RIETRIBE B 181
R RIRTRT 2,950
ERAT 4
FEUE 558 93
HAbRWEIE « Re KB FE 1,274
e E S F0A (1.739)
H A B R BT E R (2,866)
AEBHREZER (6,332)
BUizE (444)
DR R 67)
9,584
B3 0E N 339
HEAERHIREZER 6,332
& — R RIEHI A Bl 2 B 1R (5.717)
10,538
LAIR & 215 10,538
HE—RERIES AR ERReRASEERE ZRAFELTAT :
—ETELF
T
HeRE 10,538
BEHEZREMRSEEER (2,950)
HE—FAERZEG A rEARRe MR EFEEE 2 RAFE 7.588

SO Ol



Notes to the Financial Statements
For the year ended 30 June 2008

214

C)

®)

Declaration of a special dividend

The Board of Directors has declared a special dividend of HK$0.1 per share to shareholders whose names
appear on the Register of Members of the Company at the close of business on 11 September 2008.

The special dividend will be paid on or before 18 September 2008.

Conversion of the convertible notes

Subsequent to the balance sheet date, convertible notes with principal amounts of HK$30,000,000 were
converted info 13,636,363 ordinary shares of the Company at a price of HK$2.2 per share.

Note 29 contains information about the assumptions and their risk factors relating to financial risk management. Other
key sources of estimation uncertainty are as follows:

Key sources of estimation uncertainty

@

Estimated useful lives of fixed assets

The Group estimates the useful lives of fixed assets based on the periods over which the assets are expected
fo be available for use.The Group reviews annually their estimated useful lives, based on factors that include
asset utilisation, internal technical evaluation, technological changes, environmental and anticipated use of
the assets fempered by related industry benchmark information. It is possible that future results of operation
could be materially affected by changes in these estimates brought about by changes in factors mentioned.
A reduction in the estimated useful lives of fixed assets would increase depreciation charges and decrease
non-current assets.

Impairment of assets

The Group reviews infernal and external sources of information at each balance sheet datfe to identify
indications that assets may be impaired or an impairment loss previously recognised no longer exists or may
have decreased. The Group estimates the asset’s recoverable amount when any such indication exists. The
recoverable amount of an asset, or of the cash-generating unit fo which it belongs, is the greater of its net
selling price and value in use. In assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments of time value of money
and the risks specific fo the assets. The preparation of projected future cash flows involves the estimation of
future revenue and operating costs which are based on reasonable assumptions supported by information
available to the Group. Changes in these estimates would result in additional impairment provisions or reversal
of impairment in future years.

Deferred fax assets

The Group reviews the carrying amounts of deferred faxes at each balance sheet date and reduces deferred
fax assets fo the extent that it is no longer probable that sufficient taxable income will be available to allow
all or part of the deferred tax assets fo be utilised. However, there is no assurance that the Group will generate
sufficient faxable income to allow all or part of its deferred tax assets to be utilised.
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Certain comparative figures have been adjusted or reclassified to conform with the current year's presentation.

Up to the date of issue of these financial statements, the HKICPA has issued a number of amendments, new standards
and interpretations which are not yet effective for the year ended 30 June 2008 and which have not been adopted in
these financial statements.

In addition, the following developments may result in new or amended disclosures in the financial statements:

Effective for accounting
periods beginning on or after

HKFRS 8, Operating segments 1 January 2009
HKAS 1 (Revised), Presentation of financial statements 1 January 2009
HKAS 23 (Revised), Borrowing costs 1 January 2009
Amendments to HKFRS 2, Share-based payment -

Vesting conditions and cancellations 1 January 2009
HKFRS 3 (Revised), Business combinations Applied to business combinations

for which the acquisition date

is on or after the beginning

of the first annual reporting period
beginning on or after 1 July 2009

HKAS 27 (Revised), Consolidated and separate financial statements 1 July 2009
The Group is in the process of making an assessment of what the impact of these amendments, new standards and new

interpretations is expected to be in the period of initial application. So far it has concluded that the adoption of them is
unlikely to have a significant impact on the Group's results of operations and financial position.
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Subsidiaries

C)

The following list contains only the particulars of principal subsidiaries which affected the results, assets or
liabilities of the Group.The class of shares held is ordinary unless otherwise stated.

All of these are controlled subsidiaries as defined under note 2(c) and have been consolidated into the Group

financial statements.

Details of the principal subsidiaries are as follows:

Place of Group'’s
incorporation/ effective Principal
Name of company operation Issued equity capital inferest activities
Cine Art Laboratory Limited Hong Kong 25 shares of HK$100 each 100% Film developing
and 9,975 non-voting and processing
deferred shares# of
HK$100 each
City Entertainment Hong Kong 150,000,000 shares 100% Theatre operation
Corporation Limited of HK$1 each
Gala Film Distribution Limited Hong Kong 49,990,000 shares of HKS$1 each 100% Distribution of motion
and 10,000 non-voting pictures
deferred shares# of
HKS1 each
Global Entertainment and Moalaysia 300,000 shares of RM1 each 100% Investment holding
Management
Systems Sdn. Bhd.
GH Global Distribution Brifish Virgin 1 share of US$1 each 100% Distribution of motion
Limited Islands pictures
GH Pictures (China) Limited Cayman Islands 354,545 shares of US$1 each 100% Holding of film rights
Golden Harvest Cinemas Brifish Virgin 1 share of US$1 each 100% Investment holding
Holding Limited Islands
Golden Harvest Hong Kong 16,831,002 shares of HK$1 each 100% Theatre operation
China Enterfainment
Properties Company Limited
Golden Harvest Enfertainment Hong Kong 100 shares of HKS1 each and 100% Investment holding
Company Limited 114,000,000 non-voting
deferred shares# of HKS1 each
Golden Harvest Enfertainment Brifish Virgin 1,000 shares of US$1 each 100% Investment holding
Infernational Limited slands
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(G) Subsidiaries (continued)

Place of Group'’s
incorporation/ effective Principal
Name of company operation Issued equity capital inferest activities
Golden Harvest Films Brifish Virgin 1 share of US$1 each 100% Investment holding
Distribution Holding Limited Islands
Golden Harvest (Marks) Limited British Virgin 1 share of US$1 each 100% Holding of frademarks
slands
Golden Harvest (Shenzhen) PRC Registered capifal 100% Theatre operation
Cinemas Company RMB10,000,000
Limited”
Golden Harvest Treasury Limited Brifish Virgin 1 share of US$1 100% Provision of finance to
Islands group companies
Golden Screen Limited Hong Kong 8,750,000 shares of HK$1 each 100% Investment holding
Golden Sky Pacific Limited Hong Kong 2 shares of HKS1 each 100% Investment holding
M Cinemas Company Limited Hong Kong 3,161,000 shares of HK$10 each 100% Theatre operation
Panasia Films Limited Hong Kong 2,600 shares of HK$1,000 each 100% Distribution of motion
pictures and ifs related
audio visual products
and acts as an
advertising agent
Shanghai Golden Harvest PRC Registered capital US$500,000 90% Distribution of motion
Media Management pictures
Company Limited**
Splendid Ventures Limited Hong Kong 2 shares of HKS1 each 100% Theatre operation
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Notes to the Financial Statements
For the year ended 30 June 2008

(G) Subsidiaries (continued)

Except Golden Harvest Enterfainment Infernational Limited, all of the above subsidiaries are indirectly held by the Company.

# For Golden Harvest Entertainment Company Limited, the deferred shares carry no rights to
dividends and carry the right fo receive on half of the surplus on a return of capital exceeding
HK$1,000,000,000,000,000. Apart from the above, all other deferred share carry rights fo dividends for
any given financial year of the respective companies when the net profit available for distribution
exceeds HK$1,000,000,000. They also carry rights to receive one half of the surplus on a return of
capital of the respective companies exceeding HK$500,000,000,000. None of the deferred shares
carry any rights to vote at general meetings.

A Golden Harvest (Shenzhen) Cinemas Company Limited is a wholly-foreign owned enterprise under
the PRC Law.
A Shanghai Golden Harvest Media Management Company Limited is a Sino-foreign equity joint venture

enterprise under the PRC Law.

(9) Jointly controlled entities

The following list contains the particulars of jointly controlled entities, all of which are unlisted corporate entities, which affected the results

227

or assets of the Group:

Form of Place of Particulars of Group's
Name of jointly business incorporation/ issued and paid effective Principal
controlled entity structure operation up capital interest activity
Dartina Development  Incorporated Hong Kong 31,200,082 shares 50% Investment
Limited of HK$1 each holding
Golden Village Incorporated Singapore 11,509,332 shares 50% Investment
Entertainment of $$1 each holding
(Singapore) Pfe Lid.
Golden Village Incorporated Singapore 2 shares of 50% Distribution of
Pictures Pfe Ltd. SS$1 each motion pictures
Golden Village Incorporated Singapore 15,504,688 shares 50% Investment
Holding Pte Ltd. of $$1 each holding
Golden Village Incorporated Singapore 8,000,000 shares 50% Theatre
Multiplex Pte Ltd. of $$1 each operation
TGV Cinemas Sdn. Incorporated Malaysia 5,000,000 shares 50% Theatre
Bhdl. of RMS$1 each operation
Vie Show Cinemas Incorporated Taiwan 121,200,000 shares 35.71% Theatre
Co., Ltd. of NTD10 each operation

GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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GOLDEN HARVEST
ENTERTAINMENT (HOLDINGS) LIMITED

ERIRGEE (EE)ERAT

16th Floor, The Peninsula Office Tower, 18 Middle Road,
Tsimshatsui, Kowloon, Hong Kong
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http://www.goldenharvest.com
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