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1. General information

Universe International Holdings Limited (the “Company”)

and its subsidiaries (together the “Group”) are principally

engaged in the business of distribution of films in various

videogram formats, licensing and sub-licensing of film

rights, f i lm exhibition and leasing of investment

properties.

The Company is a limited liability company incorporated

in Bermuda. The address of its registered office is

Clarendon House, 2 Church Street, Hamilton HM 11,

Bermuda.

The Company is listed on The Stock Exchange of Hong

Kong Limited. These consolidated financial statements are

presented in thousands of units of Hong Kong dollars

(HK$’000), unless otherwise stated. These consolidated

financial statements have been approved for issue by the

Board of Directors on 19th October 2006.

2. Summary of significant accounting
policies

The principal accounting policies applied in the

preparation of these consolidated financial statements

are set out below. These policies have been consistently

applied to all the years presented, unless otherwise stated.

2.1 Basis of preparation

The consolidated financial statements of the

Company have been prepared in accordance with

Hong Kong Financial  Reporting Standards

(“HKFRSs”), which is a collective term referred to

all applicable individual Hong Kong Financial

Reporting Standards, Hong Kong Accounting

Standards (“HKAS”) and Interpretations (“Int”)

issued by The Hong Kong Institute of Certified

Public Accountants (“HKICPA”). The consolidated

financial statements have been prepared under

the historical cost convention, as modified by the

revaluation of investment properties, which are

carried at fair value.

1.

Clarendon House, 2

Church Street, Hamilton HM11, Bermuda

2.
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2. Summary of significant accounting
policies (Continued)

2.1 Basis of preparation (Continued)

The preparation of financial statements in

conformity with HKFRSs requires the use of certain

critical accounting estimates. It also requires

management to exercise its judgement in the

process of applying the Company’s accounting

policies. The areas involving a higher degree of

judgement or complexity, or  areas where

assumptions and estimates are significant to the

consolidated financial statements, are disclosed in

Note 4.

The adoption of new/revised HKFRSs

For the year ended 30th June 2006, the Group

adopted the  new/revised standards  and

interpretations of HKFRSs below, which are

relevant to its operations. The 2005 comparatives

have been amended as required, in accordance

with the relevant requirements.

HKAS 1 Presentation of Financial Statements

HKAS 2 Inventories

HKAS 7 Cash Flow Statements

HKAS 8 Accounting Pol ic ies, Changes in

Accounting Estimates and Errors

HKAS 10 Events after the Balance Sheet Date

HKAS 12 Income Taxes

HKAS 14 Segment Reporting

HKAS 16 Property, Plant and Equipment

HKAS 17 Leases

HKAS 18 Revenue

HKAS 19 Employee Benefits

HKAS 21 The Effects of Changes in Foreign

Exchange Rates

HKAS 24 Related Party Disclosures

HKAS 27 Consolidated and Separate Financial

Statements

2.
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2. Summary of significant accounting
policies (Continued)

2.1 Basis of preparation (Continued)

The adoption of new/revised HKFRSs (Continued)

HKAS 28 Investments in Associates

HKAS 31 Investments in Joint Ventures

HKAS 32 Financial Instruments: Disclosure and

Presentation

HKAS 33 Earnings per Share

HKAS 36 Impairment of Assets

HKAS 37 Provision, Contingent Liabilities and

Contingent Assets

HKAS 38 Intangible Assets

HKAS 39 Financial Instruments: Recognition and

Measurement

HKAS-Int 12 Consolidation — Special Purpose

Entities

HKAS-Int 15 Operating Leases — Incentives

HKFRS 5 Non-current Assets Held for Sale and

Discontinued Operations

The adoption of new/revised HKASs 1, 2, 7, 8, 10,

12, 14, 16, 18, 19, 21, 24, 27, 28, 31, 32, 33, 36, 37, 38,

39, and HKAS-Ints 12 and 15 did not result in

substantial changes to the Group’s accounting

policies. In summary:

— HKAS 1 has affected the presentation of

share of  net af ter-tax results  of  an

associated company and other disclosures.

— HKASs 2, 7, 8, 10, 12, 14, 16, 18, 19, 21, 27, 28,

31, 32, 33, 36, 37, 38, 39 and HKAS-Ints 12

and 15 had no material effect on the

Group’s policies.

2.
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2. Summary of significant accounting
policies (Continued)

2.1 Basis of preparation (Continued)

The adoption of new/revised HKFRSs (Continued)

— HKAS 24 has affected the identification of

related parties and some other related-

party disclosures.

(a) Leasehold land and building (HKAS 17)

The adoption of revised HKAS 17 has

resulted in a change in the accounting

policy relating to the reclassification of

leasehold land from property, plant and

equipment to operating leases. The up-

front prepayments made for the leasehold

l a n d  a r e  e x p e n s e d  i n  t h e  i n co m e

statement on a straight-line basis over the

period of the lease or when there is

impairment, the impairment is expensed

in the income statement. In prior years, the

leasehold land was accounted for at cost

less  accumulated depreciat ion and

accumulated impairment.

This new accounting policy has been

adopted retrospectively and comparative

amounts have been restated accordingly.

The adjustments for  each f inancial

statement line item as at 30th June 2005

and 2006 are set out below:

2.

2.1

24

(a)

17

17

2006 2005

HK$’000 HK$’000

Decrease in property, plant

and equipment (9,031) (12,121)

Increase in leasehold land 9,031 12,121
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2. Summary of significant accounting
policies (Continued)

2.1 Basis of preparation (Continued)

The adoption of new/revised HKFRSs (Continued)

(b) Non-current assets held for sale (HKFRS

5)

The adoption of HKFRS 5 has resulted in a

change of the accounting policy relating

to the reclassification of certain non-

current assets, if their carrying amount will

be recovered principally through a sale

t r a n s a c t i o n  r a t h e r  t h a n  t h r o u g h

continuing use, to non-current assets held

for sale. For this to be the case, the assets

must be available for immediate sale in

their present condition subject only to

terms that are usual and customary for

sales of such assets and their sale must be

highly probable.

This new accounting policy has been

adopted prospectively. The effect on the

financial statements as at 30th June 2006

is set out below:

2006

HK$’000

Decrease in investment properties (31,650)

Increase in non-current assets

held for sale 31,650

2.

2.1

(b)

5

5
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2. Summary of significant accounting
policies (Continued)

2.2 Consolidation

The consolidated financial statements include the

financial statements of the Company and all its

subsidiaries made up to 30th June.

(a) Subsidiaries

Subsidiaries are all entities (including

special purpose entities) over which the

Group has the power to govern the

financial and operating policies generally

accompanying a shareholding of more

than one half of the voting rights. The

existence and effect of potential voting

rights that are currently exercisable or

convertible are considered when assessing

whether the Group controls another entity.

Subsidiaries are fully consolidated from

the date on which control is transferred to

the Group. They are de-consolidated from

the date that control ceases.

Inter-company transactions, balances and

unrealized gains on transactions between

g r o u p  c o m p a n i e s  a r e  e l i m i n a t e d.

Unrealized losses are also eliminated

unless the transaction provides evidence

of an impairment of the asset transferred.

Accounting policies of subsidiaries have

been changed where necessary to ensure

consistency with the policies adopted by

the Group.

2.

2.2

(a)
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2. Summary of significant accounting
policies (Continued)

2.2 Consolidation (Continued)

(a) Subsidiaries (Continued)

In the Company ’s balance sheet the

investments in subsidiaries are stated at

cost less provision for impairment losses.

The results of subsidiaries are accounted

for by the Company on the basis of

dividend received and receivable.

(b) Associates

Associates are all entities over which the

Group has significant influence but not

control , general ly  accompanying a

shareholding of between 20% and 50% of

the voting rights. Investments in associates

are accounted for by the equity method of

accounting and are initially recognized at

cost.

The Group’s share of its associates’ post-

acquisition profits or losses is recognized

in the income statement, and its share of

post-acquisition movements in reserves is

recognized in reserves. The cumulative

post-acquisition movements are adjusted

against the carr ying amount of the

investment. When the Group’s share of

losses in an associate equals or exceeds its

interest in the associate, including any

other unsecured receivables, the Group

does not recognize further losses, unless

it  has incurred obligations or made

payments on behalf of the associate.

2.

2.2

(a)

(b)

20% 

50%
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2. Summary of significant accounting
policies (Continued)

2.2 Consolidation (Continued)

(b) Associates (Continued)

Unrealized gains on transactions between

the Group and its associates are eliminated

to the extent of the Group’s interest in the

associates. Unrealized losses are also

eliminated unless the transaction provides

evidence of an impairment of the asset

transferred. Accounting pol ic ies  of

associates have been changed where

necessary to ensure consistency with the

policies adopted by the Group.

In the Company’s consolidated balance

sheet, the interest in an associated

company is stated at cost less provision for

impairment losses. The results of an

associated company is accounted for by

the Company on the basis of dividend

received and receivable.

(c) Jointly controlled assets

Jointly controlled assets are assets of a

joint venture over which the Group has

joint control with other venturers in

a c c o r d a n c e  w i t h  c o n t r a c t u a l

arrangements and through the joint

control of which the Group has control

over its share of future economic benefits

earned from the assets.

2.

2.2

(b)

(c)
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2. Summary of significant accounting
policies (Continued)

2.2 Consolidation (Continued)

(c) Jointly controlled assets (Continued)

The Group’s share of jointly controlled

assets and any liabilities incurred jointly

with other venturers are recognized in the

balance sheet and classified according to

their nature. Liabilities and expenses

incurred directly in respect of its interests

in jointly controlled assets are accounted

for on an accrual basis. Income from the

sale or use of the Group’s share of the

output of the jointly controlled assets

together with its share of any expenses

incur red by the joint  ventures, are

recognized in the income statement when

it is probable that the economic benefits

associated with the transactions will flow

to or from the Group.

2.3 Segment reporting

A business segment is a group of assets and

operations engaged in providing products or

services that are subject to risks and returns that

are different from those of other business

segments. A geographical segment is engaged in

providing products or services within a particular

economic environment that are subject to risks

and returns that are different from those of

s e g m e n t s  o p e r a t i n g  i n  o t h e r  e co n o m i c

environments.

2.

2.2

(c)

2.3
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2. Summary of significant accounting
policies (Continued)

2.4 Foreign currency translation

(a) Functional and presentation currency

Items included in the financial statements

of  each of  the Group’s  entit ies  are

measured using the currency of the

primary economic environment in which

the entity operates (“the functional

currency”). The consolidated financial

statements are presented in Hong Kong

dollars, which is the Company’s functional

and presentation currency.

(b) Transactions and balances

Fo r e i g n  c u r re n c y  t ra n s a c t i o n s  a re

translated into the functional currency

using the exchange rates prevailing at the

dates  of  the  t ransac t ions. Fore ign

exchange gains and losses resulting from

the settlement of such transactions and

from the translation at year-end exchange

rates of monetary assets and liabilities

denominated in foreign currencies are

recognized in the income statement.

Translation differences on non-monetary

items are reported as part of the fair value

gain or loss.

2.5 Property, plant and equipment

The following items of property, plant and

equipment are stated in the balance sheet at cost

less accumulated depreciation and impairment

losses:

— 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 for the

leasehold land at the inception of the lease

(Note 2.7(a)); and

2.

2.4

(a)

(b)

2.5

2.7(a)
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2. Summary of significant accounting
policies (Continued)

2.5 Property, plant and equipment (Continued)

— other items of plant and equipment.

The cost of an item of property, plant and

equipment comprises (i) its purchase price, (ii) any

directly attributable costs of bringing the asset to

its working condition and location for its intended

use, and (iii) the initial estimate at the time of

installation and during the period of use, where

relevant, of the costs of dismantling and removing

the items and restoring the site on which they are

located.

Subsequent costs are included in the carrying

amount of an item of proper ty, plant and

equipment or recognized as a separate item of

property, plant and equipment, as appropriate,

only when its is probable that future economic

benefits associated with the item will flow to the

Group and the cost of the item can be measured

reliably. All other costs, such as repairs and

maintenance and overhaul costs, are recognized

in the income statement as an expense in the

period in which they are incurred.

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 recognized

in the income statement on the date of retirement

or disposal.

2.

2.5

(i) (ii)

(iii)
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2. Summary of significant accounting
policies (Continued)

2.5 Property, plant and equipment (Continued)

Depreciation of property, plant and equipment is

calculated using the straight-line method to

allocate cost or revalued amounts to their residual

values over their estimated useful lives, as follows:

Leasehold land and Over the unexpired

buildings term of land lease

Leasehold improvements 2 — 5 years

Machinery and equipment 3 — 5 years

Others 5 years

The assets’ residual values and useful lives are

reviewed, and adjusted if appropriate, at each

balance sheet date.

An asset’s carrying amount is written down

immediately to its recoverable amount if the

asset ’s carr ying amount is greater than its

estimated recoverable amount (Note 2.8).

2.6 Investment properties

Property that is held for long-term rental yields or

for capital appreciation or both, and that is not

occupied by the companies in the consolidated

Group, is classified as investment property.

Investment property is measured initially at its

cost, including related transaction costs.

2.

2.5

2 5

3 5

5

2.8

2.6
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2. Summary of significant accounting
policies (Continued)

2.6 Investment properties (Continued)

After initial recognition, investment property is

carried at fair value. Fair value is based on active

market prices, adjusted, if necessary, for any

difference in the nature, location or condition of

the specific asset. If this information is not

available, the Group uses alternative valuation

methods such as recent prices on less active

markets or discounted cash flow projections.

These valuations of the investment properties

s i tuated in  Hong Kong are per for med in

accordance with the guidance issued by the Hong

Kong Institute of Surveyors. These valuations are

reviewed annually by external valuers.

The fair value of investment property reflects,

among other things, rental income from current

leases and assumptions about rental income from

future leases in the light of current market

conditions.

The fair value also reflects, on a similar basis, any

cash outflows that could be expected in respect

of the property. Some of those outflows are

recognized as a liability, including finance lease

l iabi l i t ies  in respect  of  land classi f ied as

investment property; others, including contingent

rent payments, are not recognized in the financial

statements.

2.

2.6
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2. Summary of significant accounting
policies (Continued)

2.6 Investment properties (Continued)

Subsequent expenditure is charged to the asset’s

carrying amount only when it is probable that

future economic benefits associated with the item

will flow to the Group and the cost of the item can

be measured reliably. All other repairs and

maintenance costs are expensed in the income

statement during the financial period in which

they are incurred.

Changes in fair values are recognized in the

income statement.

If an investment property becomes owner-

occupied, it is reclassified as property, plant and

equipment, and its fair value at the date of

reclassification becomes its cost for accounting

purposes. Property that is being constructed or

developed for future use as investment property

is classified as property, plant and equipment and

stated at cost until construction or development

is complete, at which time it is reclassified and

subsequently accounted for as investment

property.

If an item of property, plant and equipment

becomes an investment property because its use

has changed, any difference resulting between the

carrying amount and the fair value of this item at

the date of transfer is recognized in equity as a

revaluation of property, plant and equipment

under HKAS 16. However, if a fair value gain

reverses a previous impairment loss, the gain is

recognized in the income statement.

Investment property held for sale without

redevelopment is classified as current assets under

HKFRS 5, because the sale is expected to be

completed generally within one year.

2.

2.6

16

5
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2. Summary of significant accounting
policies (Continued)

2.7 Leased assets

(a) Operating lease

Where the Group has the use of assets held

under operating leases, payment made

under the leases are charged to the income

statement 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 recognized 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.

The cost of acquiring land held under an

operating lease is stated in the balance

sheet as “Leasehold land” and is amortized

to the income statement on a straight-line

basis over the period of the lease term

except where the property is classified as

an investment property.

2.

2.7

(a)
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2. Summary of significant accounting
policies (Continued)

2.7 Leased assets (Continued)

(b) Finance lease

Leases of assets where the Group has

substantially all the risks and rewards of

ownership are classified as finance leases.

Finance leases are capitalized at the lease’s

commencement at the lower of the fair

value of the leased property and the

present value of the minimum lease

payments. Each lease payment is allocated

between the liability and finance charges

so as to achieve a constant rate on the

f i n a n c e  b a l a n c e  o u t s t a n d i n g. T h e

corresponding rental obligations, net of

finance charges, are included in current

and non-current borrowings. The interest

element of the finance cost is recognized

in the income statement over the lease

period so as to produce a constant periodic

rate of interest on the remaining balance

of the l iabil ity for each period. The

investment properties acquired under

finance leases are carried at their fair value.

2.

2.7

(b)
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2. Summary of significant accounting
policies (Continued)

2.8 Impairment of assets

Assets that have an indefinite useful life are not

subject to amortization, which are at least tested

annually for impairment and are reviewed for

impairment whenever events or changes in

circumstances indicate that the carrying amount

may not be recoverable. Assets that are subject to

amortization are reviewed for impairment

whenever events or changes in circumstances

indicate that the carrying amount may not be

recoverable. An impairment loss is recognized for

the amount by which the asset’s carrying amount

exceeds its recoverable amount. The recoverable

amount is the higher of an asset’s fair value less

costs to sell and value in use.

2.9 Inventories

Inventories are stated at the lower of cost and net

realizable value. Cost is determined using the

weighted average basis. The cost of finished goods

comprises raw materials, direct labour, and an

appropriate propor t ion of  al l  production

overheads. It excludes borrowing costs. Net

realizable value is the estimated selling price in

the ordinary course of business, less applicable

variable selling expenses.

2.

2.8

2.9
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2. Summary of significant accounting
policies (Continued)

2.10 Film rights and films in progress

(i) Film rights

Film rights comprise fees paid and payable

under agreements and direct expenses

incurred during the production of films, for

the reproduction and/or distribution of

films in various videogram formats, film

exhibition, licensing and sub-licensing of

film titles.

Fi lm r ights  are  s tated at  cost  less

accumulated amortization and accumulated

impairment losses.

The cost of film rights is amortized over the

shorter of the underlying license period or

their economic life, with reference to

projected revenues.

(ii) Films in progress

Films in progress are stated at cost less any

provision for impairment losses. Cost

includes all direct costs associated with the

production of f i lms. Cost of f i lms is

transferred to film rights upon completion.

(iii) Impairment

At each balance sheet date, both internal

and external market information are

considered to assess whether there is any

indication that assets included in film

rights and films in progress are impaired.

If any such indication exists, the carrying

amount of such assets is assessed and

where relevant, an impairment loss is

recognized to reduce the asset to its

recoverable amount. Such impairment

losses are recognized in the income

statement.

2.

2.10

(i)

(ii)

(iii)
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2. Summary of significant accounting
policies (Continued)

2.11 Film deposits

Film deposits comprise deposits paid for the

acquisition of film rights and deposits paid to

production houses, artistes and others prior to the

production of films. The balance payable under

agreements for acquisition of film rights is

disclosed as a commitment. Provision for film

deposits is made to the extent that they are not

expected to generate any future revenue for the

Group.

2.12 Accounts and other receivables

Accounts and other receivables are recognized

initially at fair value and subsequently measured

at amortized cost using the effective interest

method, less provision for impairment. A provision

for impairment of accounts and other receivables

is established when there is objective evidence

that the Group will not be able to collect all

amounts due according to the original terms of

receivables. Significant financial difficulties of the

debtor, probability that the debtor will enter

bankruptcy or financial reorganization, and

defaul t  or  de l inquenc y  in  payments  are

considered indicators that the receivable is

impaired. The amount of the provision is the

difference between the asset’s carrying amount

and the present value of estimated future cash

flows, discounted at the effective interest rate. The

amount of the provision is recognized in the

income statement.

2.13 Cash and cash equivalents

Cash and cash equivalents include cash in hand

and deposits held at call with banks.

2.

2.11

2.12

2.13
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2. Summary of significant accounting
policies (Continued)

2.14 Share Capital

Ordinary shares are classified as equity.

2.15 Deferred income tax

Deferred income tax is provided in full, using the

liability method, on temporary differences arising

between the tax bases of assets and liabilities and

their carrying amounts in the consolidated

financial statements. However, the deferred

income tax is not accounted for if it arises from

initial recognition of an asset or liability in a

transaction other than a business combination

that at the time of the transaction affects neither

accounting nor taxable profit or loss. Deferred

income tax is determined using tax rates (and

laws) that have been enacted or substantially

enacted by the balance sheet date and are

expected to apply when the related deferred

income tax asset is realized or the deferred income

tax liability is settled.

Deferred income tax assets are recognized to the

extent that it is probable that future taxable profit

will be available against which the temporary

differences can be utilized.

Deferred income tax is provided on temporary

differences arising on investments in subsidiaries,

associates and jointly controlled entities, except

where the timing of the reversal of the temporary

difference is controlled by the Group and it is

probable that the temporary difference will not

reverse in the foreseeable future.

2.

2.14

2.15
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2. Summary of significant accounting
policies (Continued)

2.16 Employee benefits

(i) Employee leave entitlements

Employee entitlements to annual leave

and long service leave are recognized

when they accrue to employees. A

provision is made for the estimated liability

for annual leave and long service leave as

a result of services rendered by employees

up to the balance sheet date.

Employee entitlements to sick leave and

maternity leave are not recognized until

the time of leave.

(ii) Pension obligations

The Group contributes to Mandatory

Provident Fund in Hong Kong, the assets

of which are held in separate trustee —

administered funds. The pension plan is

funded by payments from employees and

by the relevant Group companies.

The Group’s contributions to the defined

contribution retirement scheme are

expensed as incurred and are not reduced

by contributions for feited by those

employees who leave the scheme prior to

vesting fully in the contributions.

2.

2.16

(i)

(ii)
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2. Summary of significant accounting
policies (Continued)

2.17 Provisions

Provisions are recognized when: the Group has a

present legal or constructive obligation as a result

of past events; it is more likely than not that an

outflow of resources will be required to settle the

obligation; and the amount has been reliably

estimated. Restructuring provisions comprise

lease termination penalties and employee

termination payments. Provisions are not

recognized for future operating losses.

Where there are a number of similar obligations,

the likelihood that an outflow will be required in

settlement is determined by considering the class

of obligations as a whole. A provision is recognized

even if the likelihood of an outflow with respect

to any one item included in the same class of

obligations may be small.

2.18 Revenue recognition

(i) Revenue from the sale  of  goods is

recognized on the transfer of risks and

rewards of ownership, which generally

coincides with the time when the goods

are delivered to customers and the title has

passed.

(ii) Income from the l icensing and sub-

licensing of film rights is recognized upon

the delivery of the pre-recorded audio

visual products and the materials for video

features including the master tapes to the

customers, in accordance with the terms of

the underlying contracts.

(iii) Film exhibition income is recognized when

the right to receive payment is established.

2.

2.17

2.18

i

(ii)

(iii)
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2. Summary of significant accounting
policies (Continued)

2.18 Revenue recognition (Continued)

(iv) Operating lease and other rental income

is recognized on a straight-line basis.

(v) Interest income is recognized on a time

proportion basis, taking into account the

principal amounts outstanding and the

interest rates applicable.

2.19 Dividend distribution

D i v i d e n d  d i s t r i b u t i o n  to  t h e  Co m p a ny ’s

shareholders is recognized as a liability in the

Group’s financial statements in the period in which

the dividends are approved by the Company’s

shareholders.

3. Financial risk management

3.1 Financial risk factors

The Group’s activities expose it to a variety of

financial risks: market risk (including foreign

exchange risk and credit risk), liquidity risk and

cash flow interest-rate risk. The Group’s overall risk

management programme focuses  on the

unpredictability of financial markets and seeks to

minimize potential adverse effects on the Group’s

financial performance. The policies for managing

these risks are summarized below.

2.

2.18

(iv)

(v)

2.19

3.

3.1
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3. Financial risk management (Continued)

3.1 Financial risk factors (Continued)

(a) Market risk

(i) Foreign exchange risk

Most of the Group’s transactions

are denominated in Hong Kong

dollars and United States dollars,

the Group is exposed to foreign

exchange risk arising from these

currency exposures. Hong Kong

dollars is pegged to United States

dollars and the foreign exchange

e x p o s u r e  t o  f l u c t u a t i o n  i n

exchange rate  i s  cons idered

limited.

(ii) Credit risk

The Group has no significant

concentrations of credit risk. It has

policies in place to ensure that

wholesale sales of products and

l icense of  f i lms are  made to

customers with an appropriate

credit history respectively. The

Group obtains bank guarantees

from certain customers.

(b) Liquidity risk

The Group manages its liquidity risk by

maintaining sufficient cash and the

avai labi l i t y  of  funding through an

adequate amount of committed credit

facilities and monitoring the liquidity

requirements from time to time.

3.

3.1

(a)

(i)

(ii)

(b)
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3. Financial risk management (Continued)

3.1 Financial risk factors (Continued)

(c) Cash flow interest rate risk

As the Group has cash balances placed

with various reputable banks, which

generate interest income for the Group.

The Group manages its interest rate risk by

p l a c i n g  s u c h  b a l a n c e s  o n  va r i o u s

maturities and interest rate terms.

The Group has no interest-bearing

borrowings, the exposure to the interest-

rate risk from borrowing is considered

limited, the Group will monitor this risk on

a continuous basis where necessary.

3.2 Fair value estimation

The nominal  va lue less  est imated credit

adjustments of accounts receivable and payable

are assumed to approximate their fair values. The

fair value of financial liabilities for disclosure

purposes is estimated by discounting the future

contractual cash flows at the current market

interest rate that is available to the Group for

similar financial instruments.

4. Critical accounting estimates and
judgements

Estimates and judgements are continually evaluated and

are based on historical experience and other factors,

including expectations of future events that are believed

to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning

the future. The resulting accounting estimates will, by

definition, seldom equal the related actual results. The

estimates and assumptions that have a significant risk of

causing a material adjustment to the carrying amounts

of assets and liabilities within the next financial year are

discussed below.

3.

3.1

(c)

3.2

4.
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4. Critical accounting estimates and
judgements (Continued)

(a) Impairment of film rights, films in progress and

film deposits

The Group assesses annually whether the film

rights, films in progress and film deposits have

suffered any impairment, in accordance with the

accounting policy stated in Note 2. Such annual

assessment is performed at each balance date

with reference to current market conditions and

each film deposit recipients’ reputation, trade

history and current financial position. According

to the management’s cash inflow forecast in

respect of each film title and realization of each

film deposit, an impairment loss of HK$3,977,000

(2005: HK$5,584,000) was recognized in the

consolidated income statement to reduce the

carrying amounts of certain film rights and film

deposits to their recoverable amounts. If projected

cash inflow from these films were deteriorated,

additional provision for impairment may be

required. As at 30th June 2006, the carrying value

of film rights, films in progress and film deposits

i s  a p p rox i m a te l y  H K $ 1 0 5 , 0 6 5 , 0 0 0  ( 2 0 0 5 :

HK$94,374,000).

(b) Pr o v i s i o n  f o r  i m p a i r m e n t  o f  a c co u n t s

receivable

The provision policy for accounts receivable of the

Group is based on the evaluation of recoverability

of those receivables and management’s judgment.

A considerable judgment is required in assessing

the ultimate realization of these receivables,

including the current creditworthiness and the

past collection history of each customer, and the

realization of any repayment pattern promised.

During the year, an impairment losses of

HK$395,000 (2005: Nil) was recognized in the

consolidated income statement to reduce the

carrying amounts of certain receivables of the

Group to their recoverable amounts. If  the

financial conditions of these customers were

deteriorated, additional provision for impairment

may be required. As at 30th June 2006, the carrying

value of accounts receivable is approximately

HK$16,309,000 (2005: HK$32,219,000).

4.

a

2

3,977,000

5,584,000

105,065,000

94,374,000

b

395,000

16,309,000

32,219,000
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4. Critical accounting estimates and
judgements (Continued)

(c) Useful lives of property, plant and equipment

In accordance with HKAS 16, the Group estimates

the useful lives of property, plant and equipment

in order to determine the amount of depreciation

expenses to be recorded. The useful lives are

estimated at the time the asset is acquired based

on historical experience, the expected usage, wear

and tear of the assets, as well as technical

obsolescence arising from changes in the market

demands or service output of the assets. The

Group also performs annual reviews on whether

the assumptions made on useful lives continue to

be valid.

(d) Estimate of fair value of investment properties

The best evidence of fair value is current prices in

an active market for similar lease and other

contracts. As described in note 2.6, the investment

properties situated in Hong Kong were revalued

at the balance sheet date by independent

professional valuer. For the investment property

situated in the People’s Republic of China (the

“PRC”), which was acquired from the developer in

June 2006, the Directors determine the purchase

consideration to be the reasonable fair value of

the property at the balance sheet date. Such

valuations were based on certain assumptions,

which are subject to uncertainty and might

materially differ from the actual results.

4.

c

16

d

2.6
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5. Segment information

Primary reporting format — business segments

As a result of the closure of the business of leasing of

machineries for replication of optical discs in the second

half of last fiscal year, the Group is organized into the

following main business segments for the current year:

— Distribution of films in various videogram formats

— Licensing and sub-licensing of film rights and film

exhibition

— Leasing of investment properties

The Group’s inter-segment transactions mainly consist of

licensing of film rights, which are transferred at cost.

Secondary reporting format — geographical

segments

Distribution of films in various videogram formats is solely

operated in Hong Kong and Macau, while the Group

operates its licensing, sub-licensing of film rights and film

exhibition in five (2005: five) main geographical segments.

There are no sales between geographical segments.

5.

  

—

—

—
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5. Segment information (Continued)

Primary reporting format — business segments

Licensing and
sub-licensing
of  film rights Leasing of

Sale of and film investment
goods exhibition properties Others Elimination Group

2006 2006 2006 2006 2006 2006

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Turnover
External sales 38,794 48,359 4,772 1,480 — 93,405
Inter-segment sales — 11,789 — 195 (11,984) —

38,794 60,148 4,772 1,675 (11,984) 93,405

Results
Segment results before impairment losses (2,541) (103) 3,829 503 — 1,688
Impairment losses of film rights

and film deposits (2,733) (1,244) — — — (3,977)

Segment results (5,274) (1,347) 3,829 503 — (2,289)
Interest income 4,310
Finance costs (2)
Increase in fair value of investment properties — — 29,950 — — 29,950
Share of profit of an associated company 20

Profit before income tax 31,989
Income tax expense (4,684)

Profit attributable to equity holders
of the Company 27,305

Assets
Segment assets 35,864 27,302 83,744 4,362 — 151,272
Unallocated assets 224,178

Total assets 375,450

Liabilities
Segment liabilities 6,617 27,467 4,701 4,244 — 43,029
Unallocated liabilities 15,722

Total liabilities 58,751

5.
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5. Segment information (Continued)

Primary reporting format — business segments

(Continued)

Licensing and
sub-licensing
of  film rights Leasing of

Sale of and film investment
goods exhibition properties Others Group

2006 2006 2006 2006 2006

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Other information
Capital expenditures 11,156 3,555 5,745 — 20,456
Unallocated capital expenditures 48,777

Total capital expenditures 69,233

Depreciation and amortization
of leasehold land 1,128 46 66 4 1,244

Unallocated depreciation and
amortization of leasehold land 640

Total depreciation and amortization
of leasehold land 1,884

Amortization charge 15,818 25,055 — — 40,873

5.
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5. Segment information (Continued)

Primary reporting format — business segments

(Continued)

Leasing of
Licensing and investment
sub-licensing properties and
of film rights machineries for

Sale of and film replication of
goods exhibition optical discs Others Elimination Group

2005 2005 2005 2005 2005 2005

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Turnover
External sales 71,585 96,802 4,599 2,965 — 175,951
Inter-segment sales — 14,933 — 579 (15,512) —

71,585 111,735 4,599 3,544 (15,512) 175,951

Results
Segment results before impairment losses (1,179) 8,215 (294) 2,378 — 9,120
Impairment losses of film rights

and film deposits (470) (5,114) — — — (5,584)

Segment results (1,649) 3,101 (294) 2,378 — 3,536
Interest income 788
Finance costs (345)
Increase in fair value of investment properties — — 8,600 — — 8,600
Share of loss of an associated company (725)

Profit before income tax 11,854
Income tax expense (2,016)

Profit attributable to equity holders
of the Company 9,838

Assets
Segment assets 56,505 51,918 38,650 1,128 — 148,201
Unallocated assets 173,299

Total assets 321,500

Liabilities
Segment liabilities 6,902 10,732 1,058 4,447 — 23,139
Unallocated liabilities 9,420

Total liabilities 32,559

5.
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5. Segment information (Continued)

Primary reporting format — business segments

(Continued)

Leasing of
Licensing and investment
sub-licensing properties and
of film rights machineries for

Sale of and film replication of
goods exhibition optical discs Others Group

2005 2005 2005 2005 2005

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Other information

Capital expenditures 12,844 8,735 8 — 21,587

Unallocated capital expenditures 67,168

Total capital expenditures 88,755

Depreciation and amortization

of leasehold land 2,647 120 4,671 4 7,442

Unallocated depreciation and

amortization of leasehold land 1,648

Total depreciation and amortization

of leasehold land 9,090

Amortization charge 38,957 56,091 — — 95,048

5.
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5. Segment information (Continued)

Secondary reporting format — geographical

segments

Total Capital
Turnover assets expenditures

2006 2006 2006

HK$’000 HK$’000 HK$’000

Hong Kong and Macau 64,963 360,620 63,488
Asia (other than Hong Kong and Macau) 23,016 14,524 5,745
North America 260 4 —
Australia and New Zealand 200 — —
Europe 4,491 160 —
Other 475 142 —

93,405 375,450 69,233

Total Capital
Turnover assets expenditures

2005 2005 2005

HK$’000 HK$’000 HK$’000

Hong Kong and Macau 116,126 304,327 88,755
Asia (other than Hong Kong and Macau) 55,280 14,937 —
North America 1,814 382 —
Australia and New Zealand 338 17 —
Europe 2,370 1,837 —
Other 23 — —

175,951 321,500 88,755

5.
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6. Leasehold land

2006 2005

HK$’000 HK$’000

Group

Cost

Beginning of the year, as restated 12,941 12,060

Revaluation upon transfer

19 to investment properties (Note 19) 164 444

Transfer to investment properties

8 (Note 8) (3,037) (4,926)

Transfer from investment

8 properties (Note 8) — 5,363

End of the year 10,068 12,941
------------------- -------------------

Accumulated amortization

Beginning of the year, as restated 820 1,003

Amortization for the year 254 243

Transfer to investment properties

8 (Note 8) (37) (426)

End of the year 1,037 820
------------------- -------------------

Net book value

End of the year 9,031 12,121

Beginning of the year, as restated 12,121 11,057

6.

The Group’s interests in leasehold land represents prepaid

operating lease payments and their net book value are

analyzed as follows:

2006 2005

HK$’000 HK$’000

Held in Hong Kong on:

10 50 Leases of between 10 to 50 years 9,031 12,121
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7. Property, Plant and Equipment

Machinery

Leasehold and Furniture Motor Office

Buildings improvements equipment and fixtures vehicles equipment Total

Group HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Cost or valuation

At 1st July 2005,

as restated 20,413 6,193 25,275 1,537 450 6,936 60,804

Additions — 380 1,158 16 458 168 2,180

34 Disposals (Note 34) — — (427) (61) (146) (179) (813)

Transfer to investment properties (6,489) — — — — — (6,489)

Revaluation upon transfer to

19 investment property (Note 19) 385 — — — — — 385

At 30th June 2006

14,309 6,573 26,006 1,492 762 6,925 56,067
---------------- ---------------- ---------------- ---------------- ---------------- ---------------- ----------------

Accumulated depreciation

At 1st July 2005,

as restated 1,023 6,059 24,052 1,379 222 6,557 39,292

Charge for the year 372 112 682 69 174 221 1,630

34 Disposals (Note 34) — — (427) (61) (117) (177) (782)

Transfer to investment properties (89) — — — — — (89)

At 30th June 2006

1,306 6,171 24,307 1,387 279 6,601 40,051
---------------- ---------------- ---------------- ---------------- ---------------- ---------------- ----------------

Net book value

At 30th June 2006

13,003 402 1,699 105 483 324 16,016

At 30th June 2005,

as restated 19,390 134 1,223 158 228 379 21,512

At 30th June 2006, net book value of machinery and

equipment held by the Group under finance leases is

HK$264,000 (2005: HK$173,000).

7.

264,000 173,000
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7. Property, Plant and Equipment (Continued)

Machinery

Leasehold and Furniture Motor Office

Buildings improvements equipment and fixtures vehicles equipment Total

Group HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Cost or valuation

At 1st July 2004,

as restated 19,635 10,726 76,089 1,614 735 7,387 116,186

Additions — 5 548 55 — 9 617

34 Disposals (Note 34) — (4,538) (51,362) (132) (285) (460) (56,777)

Transfer to investment

8 properties (Note 8) (11,494) — — — — — (11,494)

Transfer from investment

8 properties (Note 8) 11,237 11,237

Revaluation upon transfer to

19 investment properties (Note 19) 1,035 — — — — — 1,035

At 30th June 2005,

as restated 20,413 6,193 25,275 1,537 450 6,936 60,804
---------------- ---------------- ---------------- ---------------- ---------------- ---------------- ----------------

Accumulated depreciation

At 1st July 2004,

as restated 1,629 9,345 66,804 1,301 223 6,086 85,388

Charge for the year 388 1,246 5,970 204 118 921 8,847

34 Disposals (Note 34) — (4,532) (48,722) (126) (119) (450) (53,949)

Transfer to investment

8 properties (Note 8) (994) — — — — — (994)

At 30th June 2005,

as restated 1,023 6,059 24,052 1,379 222 6,557 39,292
---------------- ---------------- ---------------- ---------------- ---------------- ---------------- ----------------

Net book value

At 30th June 2005,

as restated 19,390 134 1,223 158 228 379 21,512

At 30th June 2004,

as restated 18,006 1,381 9,285 313 512 1,301 30,798

7.
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7. Property, Plant and Equipment (Continued)

The carrying value amount of buildings of the Group is

analyzed as follows:

2006 2005

HK$’000 HK$’000

Held in Hong Kong on:

10 50 Leases of between 10 to 50 years 13,003 19,390

8. Investment properties

2006 2005

HK$’000 HK$’000

Beginning of the year, as restated 38,400 31,400

Addition 5,745 —

Transfer from leasehold land

6 7 and buildings (Notes 6 and 7) 9,400 15,000

Transfer to leasehold land

6 7 and buildings (Notes 6 and 7) — (16,600)

Change in fair value 29,950 8,600

Transfer to non-current assets

held for sale (31,650) —

End of the year 51,845 38,400

7.

8.
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(a)

35

(b)

(c)

(a) As at 30th June 2006, all investment properties,

leasehold land and buildings and non-current

assets held for sale situated in Hong Kong were

pledged as securities for the Group’s banking

facilities (Note 35).

(b) Investment properties situated in Hong Kong were

revalued at 30th June 2006 by independent,

professionally qualified valuer, CS Surveyors

Limited, a member of the Hong Kong Institute of

Surveyors employed by the Group. Valuations

were based on current prices in an active market.

(c) Investment property situated outside Hong Kong

was initially recognized at cost. The Directors

determined the purchase consideration in June

2006 to be the reliable fair value of the property

at the balance sheet date.

8. Investment properties (Continued)

The carrying value amount of investment properties of

the Group is analyzed as follows:

2006 2005

HK$’000 HK$’000

Held in Hong Kong on:

10 50 Leases of between 10 to 50 years 46,100 38,400

Held outside Hong Kong on:

10 50 Leases of between 10 to 50 years 5,745 —

51,845 38,400

8.
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Property Consideration Completion date

192 200 33,303,400

20 2 P59

20th Floor and car parking no. P59 on HK$33,303,400 1st August 2006

2nd Floor, Wyler Centre Phase II,

192-200 Tai Lin Pai Road, Kwai Chung,

New Territories, Hong Kong

9. Non-current assets held for sale

On 22nd March 2006, Universe Property Investment

Limited (“UPI”), an indirect wholly owned subsidiary of the

Company entered into a provisional agreement with an

independent third party whereby UPI sold the following

investment property. The formal agreement was signed

on 4th April 2006 and the transaction was completed on

1st August 2006. In accordance with HKFRS 5, the

investment property has been presented as non-current

assets held for sale in the consolidated balance sheet of

the Company for the year ended 30 June 2006.

9.

5
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10. Film rights and films in progress

Films in

Film rights progress Total

HK$’000 HK$’000 HK$’000

Group

Cost

At 1st July 2005

704,941 40,586 745,527

Additions 13,382 47,926 61,308

Transfers 25,661 (25,661) —

Write-off of expired film rights (84,923) — (84,923)

At 30th June 2006

659,061 62,851 721,912
----------------- ----------------- -----------------

Accumulated amortization

and impairment

At 1st July 2005

668,171 — 668,171

Amortization for the year 40,873 — 40,873

Impairment losses 1,928 — 1,928

Write-off of expired film rights (84,795) — (84,795)

At 30th June 2006

626,177 — 626,177
----------------- ----------------- -----------------

Net book value

At 30th June 2006

32,884 62,851 95,735

At 30th June 2005

36,770 40,586 77,356

10.

40,873,000

95,048,000

Amortization of HK$40,873,000 (2005: HK$95,048,000) is

included in the cost of turnover in the income statement.
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10. Film rights and films in progress (Continued)

Films in

Film rights progress Total

HK$’000 HK$’000 HK$’000

Group

Cost

At 1st July 2004

707,510 30,954 738,464

Additions 21,021 67,117 88,138

Transfers 57,485 (57,485) —

Write-off of expired film rights (81,075) — (81,075)

At 30th June 2005

704,941 40,586 745,527
---------------- ---------------- ----------------

Accumulated amortization

and impairment

At 1st July 2004

648,792 — 648,792

Amortization for the year 95,048 — 95,048

Impairment losses 5,115 — 5,115

Write-off of expired film rights (80,784) — (80,784)

At 30th June 2005

668,171 — 668,171
----------------- ----------------- -----------------

Net book value

At 30th June 2005

36,770 40,586 77,356

At 30th June 2004

58,718 30,954 89,672

10.
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11. Investments in subsidiaries

Company

2006 2005

HK$’000 HK$’000

Unlisted shares, at cost 52,052 52,052

The following is a list of the subsidiaries as at 30th June

2006:

Place of Issued and
incorporation fully paid up Percentage of equity Principal activities

Name and kind of legal entity share capital held by the company and place of operation

Direct Indirect

*Universe Films (Holdings) Limited 100 —
100

British Virgin Islands, limited Ordinary US$100 100 — Investment holding, Hong Kong
liability company

— 100
1,000,000

Universe Laser & Video Co. Limited Hong Kong, limited Ordinary HK$1,000,000 — 100 Distribution of films in
liability company various videogram formats,

Hong Kong

2 — 100
Universe Films Distribution Hong Kong, limited Ordinary HK$2 — 100 Sub-licensing of film rights

Company Limited liability company and film exhibition, Hong Kong

— 100
100

Universe Interactive Limited Hong Kong, limited Ordinary HK$100 — 100 Operation of a web site, Hong Kong
liability company

— 100
10,000

5%
10,000

Universe Information Hong Kong, limited Ordinary HK$10,000 — 100 Distribution of films in
Technology Limited liability company 5% deferred various videogram formats,

HK$10,000  Hong Kong

11.

* No registered Chinese names for these companies* 
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11. Investments in subsidiaries (Continued)

Place of Issued and
incorporation fully paid up Percentage of equity Principal activities

Name and kind of legal entity share capital held by the company and place of operation

Direct Indirect

— 100
10,000

5%
10,000

Universe Management Hong Kong, limited Ordinary HK$10,000 — 100 Provision of management services
Services Limited liability company 5% deferred for the Group, Hong Kong

HK$10,000

2 — 100

Universe Entertainment Limited British Virgin Islands, Ordinary US$2 — 100 Investment in films production
limited liability company and licensing of film rights,

Hong Kong

*Universe Pictures International Limited 2 — 100

British Virgin Islands, Ordinary US$2 — 100 Film acquisition agent
limited liability company for the Group, Hong Kong

2 — 100
Universe Property Investment Limited Hong Kong, limited Ordinary HK$2 — 100 Properties holding and rental,

liability company Hong Kong

2 — 100

Universe (China) Development Limited Hong Kong, limited Ordinary HK$2 — 100 Investment holding and
liability company investment in television

series production, Hong Kong

*Globalink Advertising Limited 2 — 100
Hong Kong, limited Ordinary HK$2 — 100 Advertising agent for the Group,

liability company Hong Kong

2 — 100
Century Creator Company Limited Hong Kong, limited Ordinary HK$2 — 100 Investment in films production,

liability company Hong Kong

2 — 100
Matrix Productions Company Limited Hong Kong, limited Ordinary HK$2 — 100 Investment in films production,

liability company Hong Kong

2 — 100
Digital Programme Production Limited Hong Kong, limited Ordinary HK$2 — 100 Production of infotainment

liability company programme, Hong Kong

2 — 100
Universe International Hong Kong, limited Ordinary HK$2 — 100 Purchasing agent for the Group,

Technology Limited liability company Hong Kong

11.

* * No registered Chinese names for these companies
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11. Investments in subsidiaries (Continued)

Place of Issued and
incorporation fully paid up Percentage of equity Principal activities

Name and kind of legal entity share capital held by the company and place of operation

Direct Indirect

— 100
10

Universe Artiste Management Limited Hong Kong, limited Ordinary HK$10 — 100 Management of contracted
liability company artistes, Hong Kong

*Films Station Production Limited 2 — 100
Hong Kong, limited Ordinary HK$2 — 100 Films production, Hong Kong

liability company

2 — 100
Universe Music Limited Hong Kong, limited Ordinary HK$2 — 100 Distribution of films in various

liability company videogram formats, Hong Kong

2 — 100
Universe Information & Hong Kong, limited Ordinary HK$2 — 100 Inactive

Entertainment Limited liability company

2 — 100
Universe Industrial Hong Kong, limited Ordinary HK$2 — 100 Inactive

Development Limited liability company

2 — 100
Universe Intellectual Property Limited Hong Kong, limited Ordinary HK$2 — 100 Inactive

liability company

1 — 100
Joy Talent Investment Limited Hong Kong, limited Ordinary HK$1 — 100 Property holding, the PRC

liability company

*Universe Films Acquisition Limited 2 — 100
Hong Kong, limited Ordinary HK$2 — 100 Sub-licensing of film rights,

liability company Hong Kong

11.

* * No registered Chinese names for these companies
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The following is the details of the associated company as

at 30th June 2006:

Place of

incorporation Particulars of Interest held

Name and operation Principal activities issued shares held Assets Liabilities Revenue Profit/(Loss)  indirectly

HK$’000 HK$’000 HK$’000 HK$’000

400 1 65 1,843 — 47 40%

2006 Hong Kong Production of 400 ordinary share of 65 1,843 — 47 40%

Elite Master Holdings Limited television series HK$1 each

400 1 1,311 3,177 25,807 (1,813) 40%

2005 Hong Kong Production of 400 ordinary share of 1,311 3,177 25,807 (1,813) 40%

Elite Master Holdings Limited television series HK$1 each

Note:

(a) The result of this associated company has been equity
accounted for based on its audited financial statements for
the year ended 30th June 2006.

(b) The amount due is unsecured, interest-free and has no fixed
terms of repayment.

(a)

(b)

12. Interest in an associated company

Group

2006 2005

Note HK$’000 HK$’000

Share of net liabilities (a) (712) (731)

Amount due from an associated company (b) 1,487 2,817

Less: Provision for Impairment (775) (792)

— 1,294

Investment at cost:

Unlisted shares 1 1

12.
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13. Interest in jointly controlled assets

The Group has entered into four jointly controlled asset

arrangements to produce television series and a film

(2005: four). The Group has participating interests ranging

from 60% to 80% in these joint ventures. As at 30th June

2006, the aggregate amounts of assets and liabilities

recognized in the financial statements relating to the

Group’s interests in these jointly controlled asset

arrangements are as follows:

Group

2006 2005

HK$’000 HK$’000

Assets

Television series production

in progress 28,083 24,555

Film in progress 14,426 10,292

Accounts receivable 4,765 1,713

Prepayments 512 —

Cash and bank balances 39 2,765

47,825 39,325

Liabilities

Accounts payable 1,818 —

Accruals 393 464

Deposits received 10,789 2,670

13,000 3,134

14. Long-term bank deposit

The long-term bank deposit is fixed, denominated in

United States Dollars and will be matured on 4th March

2009. Interest is receivable semi-annually and interest rate

is linked to the London Inter-Bank Offer Rate.

13.

60%

80%

14.



Notes to the Consolidated Financial Statements

2006
Annual
Report94

15. Accounts receivable

Group

2006 2005

HK$’000 HK$’000

Accounts receivable 16,704 32,219

Less: Provision for impairment

of accounts receivable (395) —

Accounts receivable — net 16,309 32,219

As at 30th June 2006, the ageing analysis of the accounts

receivable was as follows:

Group

2006 2005

HK$’000 HK$’000

90 Current to 90 days 10,014 16,259

91 180 91 days to 180 days 1,028 8,460

180 Over 180 days 5,267 7,500

16,309 32,219

Sale of video products is with credit terms of 7 days to 60

days. Sale from film exhibition, licensing and sub-licensing

of film rights are on open account terms.

There is no concentration of credit risk with respect to

accounts receivable, as the Group has a large number of

customers, internationally dispersed.

The Group has recognized a loss of HK$395,000 (2005: Nil)

for the impairment of its accounts receivable during the

year ended 30th June 2006. The loss has been included in

other operating expenses in the income statement.

15.

7 60

395,000
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16. Inventories

Group

2006 2005

HK$’000 HK$’000

Raw materials 1,732 2,143

Finished goods 13,478 17,079

15,210 19,222

Less: Provision for

slow-moving inventories (3,206) (1,864)

12,004 17,358

17. Cash and cash equivalents

Group Company

2006 2005 2006 2005

HK$’000 HK$’000 HK$’000 HK$’000

Cash at bank and in hand 3,776 37,720 60 175

Short-term bank deposits 104,847 44,367 7,800 —

108,623 82,087 7,860 175

The effective annual interest rate on short-term bank

deposits is ranging from 4.32% to 4.80% (2005: ranged

from 1.40% to 3.00%); these deposits have an average

maturity of 178 days.

16.

17.

4.32 4.80

1.40 3.00

178
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18. Share capital

Number of Ordinary

ordinary shares shares

HK$’000

At 1st July 2005 and

30th June 2006 1,624,605,370 32,492

The total authorized number of ordinary shares is 5,000

million shares (2005: 5,000 million shares) with a par value

of HK$0.02 per share (2005: HK$0.02 per share). All shares

issued are fully paid.

Share options

Pursuant to a resolution passed in the annual general

meeting held on 26th November 2003, the Company

conditionally approved and adopted a share option

scheme (the “Scheme”) in compliance with the Listing

Rules.

There were no share options granted under the Scheme

for the period from 26th November 2003 to 30th June

2006.

18.

5,000,000,000

 5,000,000,000

0.02  

0.02
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19. Other reserves

a) Group

Reserve

Share arising on Revaluation

premium consolidation reserve Total

HK$’000 HK$’000 HK$’000 HK$’000

At 1st July 2005

127,211 821 1,220 129,252

Fair value adjustment upon

transfer from leasehold land

and buildings to

6 7 investment properties

(Notes 6 and 7) — — 549 549

Deferred tax effect on

fair value adjustment upon

transfer from leasehold land

and buildings to

investment properties

24 (Note 24) — — (96) (96 )

At 30th June 2006

127,211 821 1,673 129,705

19.

a)
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19. Other reserves (Continued)

a) Group (Continued)

Reserve

Share arising on Revaluation

premium consolidation reserve Total

HK$’000 HK$’000 HK$’000 HK$’000

At 1st July 2004

127,211 821 — 128,032

Fair value adjustment upon

transfer from leasehold land

and buildings to

6 7 investment properties

(Notes 6 and 7) — — 1,479 1,479

Deferred tax effect on

fair value adjustment upon

transfer from leasehold land

and buildings to

investment properties

24 (Note 24) — — (259) (259 )

At 30th June 2005

127,211 821 1,220 129,252

19.

a)
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19. Other reserves (Continued)

b) Company

Contributed

Share premium surplus Total

HK$’000 HK$’000 HK$’000

At 1st July 2005 and

30th June 2006

127,211 51,852 179,063

The contributed surplus of the Company represents the

difference between the nominal value of the Company’s

shares issued in exchange for the issued shares of

Universe Films (Holdings) Limited and the value of net

assets of the underlying subsidiaries acquired on 28th

June 1999. Under the Companies Act of 1981 of Bermuda

(as amended), the contributed surplus shall not be

distributed to the shareholders if there are reasonable

grounds for believing that:

(i) the Company is, or would after the payment be,

unable to pay its liabilities as they become due; or

(ii) the realizable value of the Company’s assets would

thereby be less than the aggregate of its liabilities

and its issued share capital and share premium

accounts.

At Group level, the contributed surplus is reclassified into

its components of reserves of the underlying subsidiaries.

20. Amount due from/to subsidiaries and
ultimate holding company

The amounts due are unsecured, interest-free and have

no fixed terms of repayment.

19.

b)

Universe Films (Holdings) Limited

(i)

(ii)

20.
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21. Accounts payable

As at 30th June 2006, the ageing analysis of the accounts

payable was as follows:

Group

2006 2005

HK$’000 HK$’000

90 Current to 90 days 4,335 2,803
91 180 91 days to 180 days 296 18
180 Over 180 days 5,053 4,724

9,684 7,545

22. Obligations under finance leases

As at 30th June 2006, the Group’s obligations under

finance leases were repayable as follows:

Group

2006 2005

HK$’000 HK$’000

Within one year 95 77
In the second year 44 77
In the third to fifth year 55 25

194 179
Future finance charges on

obligations under finance leases — —

Present value of obligations
under finance leases 194 179

The present value of obligations
under finance leases is as follows:

Within one year 95 77----------------- -----------------

In the second year 44 77
In the third to fifth year 55 25

99 102----------------- -----------------

194 179

21.

22.
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23. Other long-term liabilities

Group

2006 2005

HK$’000 HK$’000

22 Obligations under finance

leases (Note 22) 99 102

24. Deferred income tax

Deferred income tax assets and liabilities are offset when

there is a legally enforceable right to offset current tax

assets against current tax liabilities and when the deferred

income taxes relate to the same fiscal authority. The offset

amounts are as follows:

Group Company

2006 2005 2006 2005

HK$’000 HK$’000 HK$’000 HK$’000

Deferred income tax assets (5,447) (5,270 ) (264) (206)

Deferred income tax liabilities 8,892 3,935 — —

3,445 (1,335 ) (264) (206)

23.

24.



Notes to the Consolidated Financial Statements

2006
Annual
Report102

24. Deferred income tax (Continued)

The amounts shown in the balance sheet include the

following:

2006 2005

HK$’000 HK$’000

12 Deferred income tax assets to be

recovered after more than 12 months (5,447) (5,270)

12 Deferred income tax liabilities to be

settled after more than 12 months 8,892 3,935

Deferred income tax is calculated in full on temporary

differences under the liabilities method using a principal

taxation rate of 17.5% (2005: 17.5%). The movement of

the deferred income tax (assets)/liabilities during the year

is as follows:

Group Company

2006 2005 2006 2005

HK$’000 HK$’000 HK$’000 HK$’000

At 1st July (1,335) (3,610 ) (206) (210 )

Deferred income tax charged to/

29 (credited) — income statement

(Note 29) 4,684 2,016 (58) 4

Deferred income tax arising from

surplus on revaluation of

19(a) investment properties

charged to equity

(Note 19(a)) 96 259 — —

As 30th June 3,445 (1,335 ) (264) (206 )

24.

17.5% 17.5%
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24. Deferred income tax (Continued)

Deferred income tax assets are recognized for tax losses

carried forward to the extent that realization of the related

tax benefit through the future taxable profit is probable.

The Group has unrecognized tax losses of HK$5,415,000

(2005: HK$5,764,000) to carry forward against future

taxable income.

The movement in deferred income tax assets and

liabilities (prior to offsetting of balances within the same

taxation jurisdiction) during the year is as follows:

Group

Deferred income tax liabilities Prepayment and others Accelerated tax depreciation Total

2006 2005 2006 2005 2006 2005

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 1st July 17 — 3,628 2,952 3,645 2,952

(Credited)/charged to

income statement (17) 17 5,593 417 5,576 434

19(a) Charged to revaluation reserve

(Note 19(a)) — — 96 259 96 259

At 30th June — 17 9,317 3,628 9,317 3,645

Group

Deferred income tax assets Tax losses Provisions Total

2006 2005 2006 2005 2006 2005

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 1st July (4,970) (6,552) (10) (10) (4,980) (6,562)

(Credited)/charged to

income statement (902) 1,582 10 — (892) 1,582

At 30th June (5,872) (4,970) — (10) (5,872) (4,980)

24.

5,415,000 5,764,000



Notes to the Consolidated Financial Statements

2006
Annual
Report104

24. Deferred income tax (Continued)

Company

Tax loss and total

Deferred income tax assets 2006 2005

HK$’000 HK$’000

At 1st July (206) (210)

(Credited)/charged to

income statement (58) 4

At 30th June (264) (206)

25. Other gains — net

Group

2006 2005

HK$’000 HK$’000

Interest income 4,310 788

Gain on disposal of property, plant

and equipment 41 351

Sponsorship income for film exhibition 240 503

Deposit forfeited 229 299

Net exchange gain 169 —

Bad debt written back 242 —

Compensation received — 600

Building management fee

and rates incomes — 265

Overprovision for long service payment 11 164

Overprovision for leave entitlement — 111

Overprovision for royalty cost — 149

Other incomes 571 1,075

5,813 4,305

24.

25.   
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26. Expenses by nature

Expenses included in cost of turnover, administrative

expenses, selling expenses and other operating expenses,

are analyzed as follows:

Group

2006 2005

HK$’000 HK$’000

10 Amortization of film rights (Note 10) 40,873 95,048

6 Amortization of leasehold land (Note 6) 254 243

7 Depreciation on owned assets (Note 7) 1,552 8,809

7 Depreciation on leased assets  (Note 7) 78 38

Impairment losses of

10 film rights (Note 10) 1,928 5,115

Impairment losses of film deposits 2,049 469

Provision for impairment of

accounts receivable 395 —

Provision for slow-moving inventories 1,342 —

Write-off of expired film rights 128 291

Write-off of inventories 35 373

27 Employee benefit expenses (Note 27) 17,147 17,793

Cost of inventories sold 19,584 29,534

Advertising costs 880 1,146

Direct operating expenses arising

from investment properties that

generate rental income 758 1,423

Auditors’ remuneration 600 600

26.
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27. Employee benefit expenses

On 1st December 2000, a Mandatory Provident Fund

scheme (“the MPF scheme”) has been set up for

employees, including executive directors. Under the MPF

scheme, the Group’s contributions are at 5% of employees’

relevant income as defined in the Hong Kong Mandatory

Provident Fund Schemes Ordinance up to a maximum of

HK$1,000 per employee per month. The employees also

contribute a corresponding amount to the MPF scheme

if their relevant income is more than HK$4,000 per month

before 1st February 2003 and HK$5,000 after 1st February

2003. The MPF contributions are fully and immediately

vested in the employees as accrued benefits once they

are paid.

Group

2006 2005

HK$’000 HK$’000

Wages and salaries 14,380 15,684

Unutilized annual leave 110 40

Staff welfare 2,217 1,484

  Pension costs — defined

contribution plan 440 585

Total including

directors’ emoluments 17,147 17,793

27.

5%

1,000

4,000

5,000
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27. Employee benefit expenses (Continued)

(a) Directors’ and senior management’s

emoluments

The remuneration of each Director for the year

ended 30th June 2006 is set out below:

Employer’s
Salary, housing contribution to

allowances, and Discretionary retirement
Name of Director Fees benefits in kind bonuses scheme Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Mr Lam Shiu Ming, Daneil — 1,950 125 12 2,087
Ms Chiu Suet Ying — 1,940 150 12 2,102
Mr Yeung Kim Piu — 517 22 12 551
Mr Ng Kwok Tung 80 — — — 80
Mr Chiu Shin Koi 80 — — — 80
Mr Ma Ting Hung 80 — — — 80

The remuneration of each Director for the year

ended 30th June 2005 is set out below:

Employer’s
Salary, housing contribution to

allowances, and Discretionary retirement
Name of Director Fees benefits in kind bonuses scheme Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Mr Lam Shiu Ming, Daneil — 840 — 12 852
Ms Chiu Suet Ying — 800 — 12 812

i Mr Yeung Kim Piu (note i) — 410 — 10 420
Mr Ng Kwok Tung 80 — — — 80
Mr Chiu Shin Koi 80 — — — 80

ii Mr Ma Ting Hung (note ii) 52 — — — 52

Notes:

(i) Mr Yeung Kim Piu was appointed on 27th
September 2004.

(ii) Mr  Ma T ing Hung was appointed on 27th
September 2004.

D i re c t o r s ’ f e e s  d i s c l o s e d  a b ove  i n c l u d e

HK$240,000 (2005: HK$212,000) paid to the

independent non-executive directors.

No directors waived emoluments in respect of the

years ended 30th June 2006 and 2005.

27.

(a)

(i)

(ii)

240,000

212,000
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27. Employee benefit expenses (Continued)

(b) Five highest paid individuals

The five individuals whose emoluments were the

highest in the Group for the year included three

directors (2005: three) whose emoluments are

reflected in the analysis presented above. The

emoluments payable to the remaining two (2005:

two) individuals during the year are as follows:

Group

2006 2005

HK$’000 HK$’000

Basic salaries, housing allowances,

other allowances and benefits in kind 1,369 1,138

Contributions to retirement scheme 24 24

1,393 1,162

The emoluments of each of these individuals fall

within the emolument band of  HK$Nil  to

HK$1,000,000.

28. Finance costs

Group

2006 2005

HK$’000 HK$’000

Interest on bank loans wholly

repayable within five years 2 344

Interest element of finance leases

wholly repayable within five years — 1

2 345

27.

(b)

0

1,000,000

28.
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29. Income tax expense

Hong Kong profits tax has been provided at the rate of

17.5% (2005: 17.5%) on the estimated assessable profit

of the Group for the year.

The amount of income tax expense charged to the

consolidated income statement represents:

Group

2006 2005

HK$’000 HK$’000

Hong Kong profits tax — —

24 Deferred income tax (Note 24) 4,684 2,016

4,684 2,016

The tax on the Group’s profit before income tax differs

from the theoretical amount that would arise using the

Hong Kong profits tax as follows:

2006 2005

HK$’000 HK$’000

Profit before income tax 31,989 11,854

17.5% Tax calculated at a tax rate of

17.5% 17.5% (2005: 17.5%) 5,598 2,074

Income not subject to taxation (864) (404)

Expenses not deductible for

taxation purpose 11 367

Utilization of previously

unrecognized tax loss (61) (21)

Income tax expense 4,684 2,016

29.

17.5%

17.5%
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30. Net foreign exchange gains/(losses)

The exchange differences recognized in the consolidated

income statement are included as follows:

Group

2006 2005

HK$’000 HK$’000

  Other gains — net 169 —

Other operating expenses — (47)

31. Profit attributable to equity holders of
the Company

The profit attributable to equity holders of the Company

is dealt with in the financial statements of the Company

to the extent of a profit of approximately HK$19,726,000

(2005: profit of approximately HK$10,000).

32. Earnings per share

Basic

Basic earnings per share is calculated by dividing the

profit attributable to equity holders of the Company over

the weighted average number of ordinary shares in issue

during the year.

30.

31.

19,726,000

10,000

32.
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32. Earnings per share (Continued)

2006 2005

Profit attributable to equity holders

of the Company (HK$’000) 27,305 9,838

Weighted average number of

ordinary shares in issue 1,624,605,370 1,624,605,370

Basic earnings per share

(HK cent per share) 1.68 0.61

The diluted earnings per share is not presented as there

were no dilutive potential ordinary shares outstanding

during the years ended 30th June 2006 and 2005.

33. Dividends

A dividend in respect of 2005/2006 of 0.9 HK cent per

share, amounting to a total dividend of HK$14,621,448 is

to be proposed at the annual general meeting of the

Company to be held on 24th November 2006. These

financial statements do not reflect this dividend payable.

2006 2005

HK$’000 HK$’000

Proposed final dividend of

0.9 0.9 HK cent (2005: Nil) per

ordinary share 14,621 —

32.

33.

0.9

14,621,448
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34. Cash generated from operations

2006 2005

HK$’000 HK$’000

Profit for the year 27,305 9,838

Adjustment for:

 29 — Income tax expense (Note 29) 4,684 2,016

 — Depreciation of owned assets 1,552 8,809

 — Depreciation of leased assets 78 38

 — Amortization of leasehold land 254 243

 — Amortization of film rights 40,873 95,048

 — Impairment losses of film rights 1,928 5,115

 — Write-off of expired film rights 128 291

 — Increase in fair value of

investment properties (29,950) (8,600)

 — Write-off of inventories 35 373

 — Gain on disposal of property, plant

 and equipment (41) (351)

 — Interest income (4,310) (788)

 — Interest on bank loans 2 344

 — Interest element of finance leases — 1

 — Provision for investment in an

associated company (18) 792

 — Share of (profit)/loss of an associated

company (20) 725

 — Provision for impairment of

accounts receivable 395 —

 — Impairment losses of film deposits 2,049 469

 — Provision for slow-moving inventories 1,342 —

Changes in working capital:

 — Film deposits 5,639 13,138

 — Inventories 3,977 (1,389)

 — Accounts receivable 15,515 4,039

 — Deposits paid and prepayments (4,595) 487

 — Pledged bank deposit 2,000 —

 — Accounts payable 2,139 (8,866)

 — Other payable and accrued charges 1,550 (974)

 — Deposits received 17,531 (9,854)

 — Amount due to ultimate holding

company — 3

 — Amount due from an associated company 1,332 (1,179)

Cash generated from operations 91,374 109,768

34.
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34. Cash generated from operations (Continued)

In the cash flow statement, proceeds from sale of property,

plant and equipment comprise:

2006 2005

HK$’000 HK$’000

7 Net book amount (Note 7) 31 2,828

Gain on disposal of property,

plant and equipment 41 351

Proceeds from disposal of property,

plant and equipment 72 3,179

35. Banking facilities

At 30th June 2006, banking facilities of approximately

HK$50 million (2005: HK$55 million) granted by banks to

the Group, of which HK$Nil (2005: Nil) have been utilized

by the Group, were secured by the following:

(i) first legal charges over all properties situated in

Hong Kong held by the Group;

(ii) charge on time deposit of a subsidiary of the

Company of HK$2 million (2005: HK$4 million); and

(iii) corporate guarantees given by the Company.

34.

35.

50,000,000

55,000,000

 

(i)

(ii)

2,000,000

4,000,000

(iii)
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36. Pending litigations

A Court of First Instance was commenced in Hong Kong

on 17th April 2002 by Star Overseas Limited (“Star”), an

independent third party, against Universe Entertainment

Limited (“UEL”), an indirect wholly owned subsidiary of

the Company.

By the above action, Star  al leges that a sum of

US$935,871.65 (equivalent to HK$7,299,798.84) was

payable by UEL to Star as its share of the revenue of the

movie entitled “Shaolin Soccer” (the “Movie”).

Pursuant to an Order (the “Order”) made by High Court

on 21st February 2003, the Company was ordered and has

paid to Star a sum of HK$5,495,699.80, being part of the

licence fee of the Movie received by UEL from Miramax

Films (being the licencee of the Movie) and which was

also part of the sum claimed by Star. Pursuant to the Order,

UEL is also liable to pay Star interest in the sum of

HK$350,905.30 and some of the costs of the application

leading to the making of the Order, all of which have been

settled. As the Order has not disposed of all the claims of

US$935,871.65 (equivalent to HK$7,299,798.84) by Star,

UEL is entitled to continue to defend the claim by Star for

recovering the remaining balance in the sum of

approximately HK$1,804,099.04 (HK$7,299,798.84 less

HK$5,495,699.80).

On 30th April 2002, UEL issued a Writ of Summons against

the Star above for the latter’s wrongful exploitation of

certain rights in the Movie co-owned by both parties. UEL

claimed to recover loss and damages suffered by UEL as

a result of the wrongful exploitation.

36.

935,871.65 7,299,798.84

5,495,699.80

Miramax Films

350,905.30

935,871.65 7,299,798.84

1,804,099.04

7,299,798.84 5,495,699.80
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36. Pending litigations (Continued)

On 9th September 2002, Universe Laser & Video Co.

Limited (“ULV”), an indirect wholly owned subsidiary of

the Company issued a Writ of Summons against Star for

the latter’s infringement of the licensed rights in the

Movie above held by ULV. ULV claimed to recover all loss

and damages suffered by ULV as a result of the said

infringement.

In the opinion of legal counsel, it is premature to predict

the outcome of the claim against UEL. The Board is of the

opinion that the outcome of the claim against UEL will

have no material financial impact to the Group.

Save as disclosed above, as at 30th June 2006, no litigation

or claim of material importance is known to the Directors

to be pending against either the Company of any of its

subsidiaries.

36.
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Group

2006 2005

HK$’000 HK$’000

Land and buildings

Not later than one year — 40

(b) Others

As at 30th June 2006, the Group had commitments

contracted but not provided for in these financial

statements as follows:

Group

2006 2005

HK$’000 HK$’000

Purchase of film rights and

production of films 39,016 45,662

(b)

37. Commitments

(a) Operating leases

As at 30th June 2006, the Group had future

aggregate minimum lease payments under non-

cancellable operating leases as follows:

37.

(a)

Note: As at 30th June 2006, the Group had no any
commitment in respect of jointly controlled assets
(2005: HK$2,963,000).2,963,000
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38. Future Operating Lease Arrangements

As at 30th June 2006, the Group had future aggregate

minimum lease receipts under non-cancellable operating

leases as follows:

Group

2006 2005

HK$’000 HK$’000

Not later than one year 3,594 3,987

Later than one year and

not later than five years 1,127 4,703

4,721 8,690

39. Related party transactions

(a) On 23rd January 2006, ULV entered into an

unconditional multiple rights assignment with

Universe Film Productions Company Limited

(“UFP“) whereby ULV acquired the full and

complete rights, titles and interest in and to seven

motion picture titles produced between 1994 and

1997 and all the physical materials pertaining

thereto from UFP for a total consideration of

HK$3,160,000.  The transaction was announced by

the Company in compliance with requirements of

Chapter 14A of the Listing Rules.

38.

39.

(a)

3,160,000

14A
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39. Related party transactions (Continued)

The entire  issued share capital  of  UFP is

beneficially owned by Globalcrest Enterprises

Limited (“Globalcrest”), the entire issued share

capital of which is in turn held by Central Core

Resources Limited, the trustee of a discretionary

trust under which certain immediate family

members of Mr Lam Shiu Ming, Daneil and Ms Chiu

S u e t  Yi n g  ( w h o  a re  b o t h  D i r e c to r s )  a r e

discretionary objects. Globalcrest, a substantial

shareholder of the Company and a connected

person of the Company within the meaning of the

Listing Rules, owns approximately 53.70% of the

entire issued shares of the Company. Mr Lam Shiu

Ming, Daneil  is  also a founder of the said

discretionary trust.

(b) During the year ended 30th June 2006, ULV had

paid rental on motor vehicles and apartment

leased for directors of  HK$300,000 (2005:

HK$300,000) and HK$840,000 (2005: HK$240,000)

to Mightlong Investments Limited (“MIL”) and

Mass Express Development Limited (“MEDL”),

respectively. The entire issued share capital of MIL

(a company incorporated under the Hong Kong

Companies Ordinance with limited liability) is

owned by Globalcrest; and the entire issued share

capital of MEDL (a company incorporated under

the Hong Kong Companies Ordinance with limited

liability) is owned by Globalcrest until 26th July

2005 whereupon the entire issued share capital

of MEDL was transferred to Ms Chiu Suet Ying.

39.

Globalcrest Enterprises Limited

Globalcrest Globalcrest

Central Core

Resources Limited Central

Core Resources Limited

Globalcrest

53.70%

(b)

300,000

300,000

8 4 0 , 0 0 0

240,000

Globalcrest

Globalcrest
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39. Related party transactions (Continued)

(c) Details of key management compensation

Group

2006 2005

HK$’000 HK$’000

Salaries and other short-term

employee benefits 6,073 3,398

Employer’s contribution to

retirement scheme 60 60

6,133 3,458

Save as disclosed above and elsewhere in these financial

statements, no other material related party transactions

have been entered into by the Group. The directors are of

the opinion that the above transactions were conducted

on normal commercial terms in the ordinary and usual

course of business.

40. Events after the balance sheet date

On 22nd March 2006, UPI, an indirect wholly owned

subsidiary of the Company entered into a provisional

agreement with an independent third party whereby UPI

sold the property situated in 20th Floor and car parking

no. P59 on 2nd Floor, Wyler Centre Phase II, 192-200 Tai

Lin Pai Road, Kwai Chung, New Territories, Hong Kong for

a consideration of HK$33,303,400. The formal agreement

was signed on 4th April 2006 and the transaction was

completed on 1st August 2006.

39.

(c)

40.

33,303,400

192 200

20 2 P59
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40. Events after the balance sheet date
(Continued)

On 18th September 2006, UPI entered into a sale and

purchase agreement with another independent third

party whereby UPI sold the property situated in 9th Floor

and car parking no. P53 & P58 on 2nd Floor, Wyler Centre

Phase II, 192-200 Tai Lin Pai Road, Kwai Chung, New

Te r r i t o r i e s , H o n g  K o n g  fo r  a  co n s i d e r at i o n  o f

HK$31,125,870. It is expected that the completion of the

sale and purchase agreement will take place on or before

18th December 2006. In accordance with HKFRS 5, the

property has been presented as non-current assets held

for sale in the consolidated balance sheet of the Company

as at 30th June 2006.

Each of the above disposal transactions constituted a

major transaction for the Company under the Listing

Rules and was subject to the approval of the shareholders

at a special general meeting. However, the Company

received from Globalcrest, which is interested in

approximately 53.70% of the entire issued share capital

of the Company, written certificates approving the

disposals pursuant to rule 14.44(2) of the Listing Rules.

Accordingly, no special  general  meeting of  the

shareholders was held for the approval of any such

disposals.

41. Ultimate holding company

The directors regard Globalcrest Enterprises Limited, a

company incorporated in the British Virgin Islands, as

being the ultimate holding company of the Company.

42. Comparative figures

(a) Certain comparative figures have been adjusted

or reclassified as a result of the changes in

accounting policies. Further details are disclosed

in Note 2.1.

(b) The comparative figure of amounts due from

subsidiaries has been reclassified to current assets

in order to conform with the current year ’s

presentation based on terms applicable to the

outstanding balance.

40.

31,125,870

192 200

9 2 P53 P58

5

14.44(2) Globalcrest

53.7%

41.

Globalcrest Enterprises Limited

42.

(a)

2.1

(b)
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Effective for

accounting periods

beginning on or after

 6

HKFRS 6 Exploration for and Evaluation of Mineral Resources 1st January 2006

 7

HKFRS 7 Financial Instruments: Disclosures 1st January 2007

  4

HKFRS-Int 4 Determining whether an Arrangement contains a Lease 1st January 2006

  5

HKFRS-Int 5 Rights to Interests arising from Decommissioning,

Restoration and Environmental Rehabilitation Funds 1st January 2006

  

6

HK(IFRIC)-Int 6 Liabilities arising from participating in a specific market

— Waste electrical and electronic equipment 1st December 2005

 29

   7

HK (IFRIC)-Int 7 Applying the Restatement Approach under HKAS 29 1st March 2006

Financial Reporting in Hyperinflationary Economies

 2

   8

HK (IFRIC)-Int 8 Scope of HKFRS 2 1st May 2006

   9

HK (IFRIC)-Int 9 Reassessment of Embedded Derivatives 1st June 2006

   10

HK (IFRIC)-Int 10 Interim Financial Reporting and Impairment 1st November 2006

43. Possible impact of amendments, new
standards and interpretations issued but
n o t  ye t  e f f e c t i ve  f o r  t h e  a n n u a l
accounting period ended 30th June 2006

Up to the date of approval of these financial statements,

the HKICPA has issued the following amendments, new

standards and interpretations issued but not yet effective

for the annual accounting period ended 30th June 2006

and which have not been adopted in these financial

statements:

43.
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43. Possible impact of amendments, new
standards and interpretations issued but
n o t  ye t  e f f e c t i ve  f o r  t h e  a n n u a l
accounting period ended 30th June 2006
(Continued)

Effective for

accounting periods

beginning on or after

 19

Amendments to HKAS19 Employee benefits:

Actuarial Gains and Losses, Group Plans and Disclosures 1st January 2006

21

Amendments to HKAS21 The Effects of Changes in Foreign Exchange Rate:

Net Investment in a Foreign Operation 1st January 2006

 39

Amendments to HKAS39 Financial Instruments: Recognition and Measurement:

Cash Flow Hedge Accounting of Forecast Intragroup Transactions 1st January 2006

The Fair Value Option 1st January 2006

Financial Guarantee Contracts 1st January 2006

Amendments, as a consequence of the Hong Kong Companies (Amendment) Ordinance 2005, to:

 1

HKAS 1 Presentation of Financial Statements 1st January 2006

 27

HKAS 27 Consolidated and Separate Financial Statements 1st January 2006

 3

HKFRS 3 Business Combinations 1st January 2007

 1

Amendment to HKAS 1 Presentation of Financial Statements:

Capital Disclosures 1st January 2007

43.
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43. Possible impact of amendments, new
standards and interpretations issued but
n o t  ye t  e f f e c t i ve  f o r  t h e  a n n u a l
accounting period ended 30th June 2006
(Continued)

In addition, the Hong Kong Companies (Amendment)

Ordinance 2005 came into effect on 1st December 2005

and would be first applicable to the Group’s financial

statements for the period beginning 1st July 2006.

The Group is in the process of making an assessment of

what the impact of these amendments, new standards

and new interpretations would be in the period initial

application, but is not yet in a position to state whether

t h e s e  a m e n d m e n t s , n e w  s t a n d a r d s  a n d  n e w

interpretations would have a significant impact on the

Group’s result of operations and financial position.

44. Approval of financial statements

The financial statements were approved by the board of

directors on 19th October 2006.

43.

44.


