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LAM Shiu Ming, Daneil #/J\88
Chairman &

On behalf of the board of directors (the “Director(s)”) (the
“Board”) of Universe International Holdings Limited (the
“Company”), | am pleased to present the 2006/2007 annual
results of the Company and its subsidiaries (collectively the
“Group”).

DIVIDENDS

The Board does not recommend the payment of a final
dividend for the year ended 30th June 2007 (2006: HKO0.9
cent per ordinary share).

OPERATING RESULTS

For the year ended 30th June 2007, the turnover and gross
profit for the Group rose by 45.9% and 18.4% over the same
period last year, to HK$136.2 million and HK$31.7 million
respectively. Gross profit margin has however decreased to
28.3% from 28.7% in the same period last year.
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CHAIRMAN’S STATEMENT
ESPER e

Profit attributable to equity holders of the Company declined
by HK$15.8 million to HK$11.5 million compared to the
previous year mainly due to a lesser increase in fair value
of investment properties (after deducting income tax) of
HK$1.3 million when compared to that of the previous year
of HK$24.7 million. Such significant decrease was partly
offset by gains on disposals of the two investment properties
amounting to an aggregate of HK$5.4 million and a reversal
of taxable temporary differences of HK$5.6 million arising
from these two investment properties upon their disposals
during the year. Consequently, the Group was able to
maintain its profitability despite the various challenges it
faced. Earnings per share was HK0.71 cent compared to
that of HK1.68 cents during the corresponding period in
2006.

During the year under review, the performance of the video
distribution business continued to be hindered by an
unfavourable market environment. Nevertheless, the
turnover from film exhibition, licensing and sub-licensing of
film rights showed an encouraging growth of 99.7% as more
films were released during the year. In particularly, the
turnover contribution from the market of the People’s
Republic of China (the “PRC”) in the year under review was
outstanding.

Looking ahead, the management expects the operating
environment in the PRC will continue to be conducive to the
business of film exhibition, licensing and sub-licensing of
film rights as a result of further relaxation of regulations
governing the film industry as well as in line with overall
economic growth. To capture such growth opportunity, the
Group aims to continue with its strategy of investing in the
production of high quality films and television series catering
to the mass market. Meanwhile, the management will
continue to refine its business strategies where necessary
to meet with various challenges in the future.
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APPRECIATION

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

By Order of the Board
Lam Shiu Ming, Daneil
Chairman

Hong Kong, 18th October 2007
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BUSINESS REVIEW

Video distribution

Turnover contribution from the video distribution business
segment has been gradually decreasing over the past few
years as this business segment remained to be hindered by
an adverse operating environment. During the year, it
accounted for 25.0% (2006: 41.5%) of the Group’s total
turnover, where it recorded a decline of 12.2% to HK$34.1
million compared to the previous year.

Despite the pressure of a stagnant market and keen
competition in the local video distribution business, the gross
profit of this business segment improved from approximately
HK$3.4 million to approximately HK$5.1 million, as a result
of our stringent cost control measures.

Film exhibition, licensing and sub-licensing of film rights

Turnover contribution from this business segment was
HK$96.6 million, representing an increase of 99.7% over
the same period last year and contributed 70.9% (2006:
51.8%) of the Group’s total turnover. The significant increase
in turnover from this business segment reflects the positive
results of the success of the strategy of investing in
production of films and television series as well as the
Group’s efforts in strengthening its distribution network.

Turnover contribution from film exhibition business was
HK$12.8 million, representing an increase of HK$10.5
million, compared to the same period last year. Such
increase was mainly driven by more films being produced
and released during the year. However, the operating loss
widened to HK$3.4 million from HK$1.2 million as a result
of the increase in promotional and marketing costs incidental
to the film releases and the continual contraction of the local
Chinese language film exhibition business.
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MANAGEMENT DISCUSSION AND ANALYSIS

EREHRRD N

Turnover contribution from licensing and sub-licensing of
film rights rose by 81.8% to HK$83.8 million, representing
61.5% of the Group’s total turnover. Gross profit from
licensing and sub-licensing of film rights recorded an
encouraging growth of 40.8%, to a level of HK$26.0 million.
Such considerable increases in turnover and gross profit
contribution was a result of our continual efforts of
implementing the strategies of geographical diversification
and investing in production of films and television series.

As we continually expand our marketing channel and
distribution network, the Group has been successful in
capturing the sales growth across overseas markets.
Contribution from these overseas markets to the Group has
been growing and is expected to be increasingly important.
During the year, sales to overseas market in this business
segment increased by HK$33.5 million to HK$60.7 million,
representing 44.5% (2006: 29.1%) of the Group’s
consolidated turnover.

Leasing of investment properties

On 1st August 2006, the Group completed the disposal
transaction of investment properties (which were presented
as non-current assets held for sale in the consolidated
balance sheet as at 30th June 2006) at a consideration of
HK$33.3 million and recorded a profit of HK$1.6 million.
On 18th December 2006, the Group completed another
disposal transaction of investment properties at a
consideration of HK$31.1 million and recorded a profit of
HK$3.8 million.

Following the disposals of the aforesaid investment
properties during the year, turnover from this business
segment decreased correspondingly by 44.7% to HK$2.6
million.
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OUTLOOK

Going forward, the management believes the Group has
developed a solid foundation to facilitate its future expansion
and is well positioned to leverage on this to meet the potential
and increasing demand from different markets, particularly
the PRC. The PRC economy is expected to continue to
prosper which in turn should benefit the film industry as a
whole. In line with this, the management expects that
demand for films and television series of high quality will
continue to grow.

To respond to the adverse operating environment of the
video distribution business, the Group strives to continually
to manage its operating cost and enhance operational
efficiency and productivity.

Leveraging on our experience, we are confident that the
Group can overcome the market challenges and bring
satisfactory returns to shareholders in the future.

FINANCIAL RESOURCES/LIQUIDITY AND CAPITAL
STRUCTURE

As at 30th June 2007, the Group had cash balances of
HK$146.9 million and unutilized banking facilities amounted
to HK$30.0 million while the corresponding figures in last year
were HK$118.4 million and HK$50.0 million respectively.

As at 30th June 2007, the Group had total assets of
approximately HK$366.1 million, representing a slight
decrease of HK$9.3 million over that of 30th June 2006.

The Group’s gearing ratio as at 30th June 2007 was
approximately 0.1% (2006: 0.1%), which was calculated on
the basis of the Group’s long term borrowings of
approximately HK$106,400 (of which HK$40,400,
HK$28,600 and HK$37,400 are repayable within one year,
in the second year and in the third to fifth year respectively)
and on the total equity of the Company of approximately
HK$313.9 million.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEE W LD

There was no finance costs incurred for the year ended 30th
June 2007 (2006: HK$2,000).

In light of the fact that most of the Group’s transactions are
denominated in Hong Kong dollars and US dollars, the
management considered the exposure to fluctuation in
exchange rates is limited and no financial instruments for
hedging purposes are used by the Group.

THE PLEDGE OF GROUP’S ASSETS

As at 30th June 2007, certain assets of the Group with
aggregate carrying value of HK$4.0 million (2006: HK$107.5
million) were pledged to secure banking facilities utilized by
subsidiaries.

EMPLOYEES AND REMUNERATION POLICIES

As at 30th June 2007, the Group employed 68 staff (2006:
69). Remuneration is reviewed annually and certain staffs
are entitled to commission. In addition to the basic salaries,
staff benefits included discretionary bonus, medical
insurance scheme and mandatory provident fund.

SHARE OPTION SCHEME

Pursuant to an ordinary 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 Rules Governing the
Listing of Securities on the Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) (the “Listing Rules”).

There were no share options granted by the Company under
the Scheme for the period from 26th November 2003 to 30th
June 2007.
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DIRECTORS AND SENIOR
MANAGEMENT PROFILE
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BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Executive Directors

Mr LAM Shiu Ming, Daneil, aged 45, is the founder and
Chairman of the Group. He is involved in marketing,
corporate strategy, business planning and development and
overall management of the Group. Mr Lam has 26 years’
experience in the film industry in Hong Kong. He was
awarded the “Young Industrialist Awards of Hong Kong” by
the Federation of Hong Kong Industries in 2002.

Ms CHIU Suet Ying, aged 45, is responsible for the
formulation of sales and marketing strategies. Ms Chiu is
the wife of Mr Lam Shiu Ming, Daneil. She joined the Group
in 1993.

Mr YEUNG Kim Piu, aged 46, is mainly responsible for
overseeing the operation of artiste management division.
Mr Yeung joined the Group in 1993 and has over 10 years of
experience in the film distribution industry in Hong Kong.

Independent Non-executive Directors

Mr NG Kwok Tung, aged 57, is a practising accountant. He
holds a Bachelor of Commerce degree and a licentiate in
accountancy from McGill University, Canada and a diploma
in Chinese law from the University of East Asia, Macau.
Mr Ng is a member of the Hong Kong Institute of Certified
Public Accountants, the Institute of Chartered Accountants
of British Columbia, the Order of Chartered Accountants of
Quebec, the Canadian Institute of Chartered Accountants
and the Taxation Institute of Hong Kong. He joined the Group
in 1999.
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Mr CHIU Shin Koi, aged 71, is a tax consultant in a certified
public accounting firm in Hong Kong. Mr Chiu has worked
for the Inland Revenue Department for over 17 years. After
retirement from the Hong Kong government, he joined an
international accounting firm. From June 1988 to February
1990, Mr Chiu was the financial controller of a large
organisation. He later joined the Securities and Futures
Commission and served there from March 1991 to March
1993. He is a fellow member of the Hong Kong Institute of
Certified Public Accountants and a fellow member of the
Taxation Institute of Hong Kong. He joined the Group in 1999.

Mr MA Ting Hung, aged 44, is the non-executive director of
CITIC Resources Holdings Limited. He holds a Bachelor of
Arts Degree majoring in Economics from the University of
Southern California. Mr Ma has over 20 years of experience
in the banking, finance and natural resources industries. He
joined the Group in 2004.

Senior Management

Mr LAM Siu Keung, Alvin, aged 37, is the Chief Operation
Officer of the Group. He is responsible for overseeing the
daily operation of the Group. Prior to joining the Group in
2002, he has over eight years experience in finance and
internal control consulting for both Hong Kong and US listed
companies in Arthur Andersen. He earned his Bachelor of
Accountancy at the Hong Kong Polytechnic University. He
is a fellow member of both the Association of Chartered
Certified Accountants and the Hong Kong Institute of
Certified Public Accountants. He is the younger brother of
Mr Lam Shiu Ming, Daneil.

Mr CHAN Hau Chuen, aged 37, is the Financial Controller
and Company Secretary of the Group. He is responsible for
the financial and accounting functions of the Group. Prior to
joining the Group in 1998, he has over six years of
experience in finance and accounting in an international
accounting firm and a publicly listed company in Hong Kong.
He is a fellow member of the Association of Chartered
Certified Accountants and an associate member of the Hong
Kong Institute of Certified Public Accountants.
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CORPORATE GOVERNANCE REPORT
CEEREE

CORPORATE GOVERNANCE PRACTICES

The Company is committed to the establishment of a good
standard of corporate governance practices by emphasizing
transparency, accountability and responsibility to our
shareholders.

CODE ON CORPORATE GOVERNANCE PRACTICES

The Company has, throughout the year ended 30th June
2007, complied with the Code Provisions on the Code on
Corporate Governance Practices (the “Code”) set out in
Appendix 14 to the Listing Rules except for the code
provision A.2.1 of the Code for the separation of the roles of
Chairman and Chief Executive Officer (“CEQ”) as described
in the following.

The Company does not at present have any officer holding
the position of CEO. Mr Lam Shiu Ming, Daneil is the founder
and Chairman of the Company and has also carried out the
responsibilities of CEO. Mr Lam possesses the essential
leadership skills to manage the Board and extensive
knowledge in the business of the Group. The Board
considers the present structure to be more suitable to the
Group because it can promote the efficient formulation and
implementation of the Group’s strategies.

THE BOARD
Duties and composition of the Board

The Board is collectively responsible for the oversight of
the management of business, strategic decisions and
financial performance of the Group for the best interests of
the shareholders. The Board has delegated the day-to-day
management power of the Group to the Executive Directors
and the senior management of the Company. The Board
reviews its arrangement on delegation of responsibilities and
authority regularly to ensure that such delegations are
appropriate in view of the Company’s prevailing
circumstances.
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CORPORATE GOVERNANCE REPORT

The following matters (including changes to any such
matters) are reserved for the approval by the Board:

(a) any matter determined by the Board to be material
involving any conflict of interest for a substantial
shareholder of the Company or a Director;

(b) any matter relating to the formulation of the
Company’s strategies and directions including:

(i) policies relating to the overall strategic direction
and strategic plans of the Company;

(i) policies relating to key business and financial
objectives of the Company ;

(iii)  policies relating to the declaration of dividend;
and

(iv) the entering into of contracts involving
acquisitions, investments, disposal of assets
or any significant capital expenditure which are
deemed to be material by the Board.

(c) financial controls, compliance and risk management:

(i) the approval of annual operating and capital
expenditure budgets for the Company;

(i)  the approval of the Company’s financial
statements and published reports;

(iii) the establishment and review of the
effectiveness of the Company’s systems of
internal control and risk management process;
and

(iv)  the adoption of, or approval for any significant
changes in, accounting policies or procedures
of the Company and its subsidiaries.

(d)  changes to the Company’s capital structure, including
reductions of share capital, share buy-backs or issue
of new securities, other than in accordance with the
terms of the share option scheme(s) or other incentive
schemes adopted by the Company from time to time;
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(e)  major appointments and removal:

(i) appointments to the Board, taking into account
any recommendations of the Nomination
Committee;

(i)  the appointment of the Chairman;

(iii)  recommendation to the shareholders on the
appointment or removal of external auditors
after taking into consideration the
recommendations of the Audit Committee; and

(iv)  the appointment or removal of the Company
Secretary.

(f) delegation of authority:

(i) changes to terms of reference or membership
of any committee of the Board;

(i)  changes to the authority delegated to the
Chairman and the senior management; and

(i)  matters which exceed the authority delegated
to the Chairman and the senior management.

(g) the adoption, review and approval of changes to the
Corporate Governance Practice Manual of the
Company, the Code of Ethics and Securities
Transactions applicable to the Directors and senior
management of the Group.

The Board currently comprises a total of six Directors, with
three Executive Directors and three Independent Non-
executive Directors. The names and biographies of the
Directors are set out on pages 14 and 15 of this annual
report.

The Independent Non-executive Directors are all
experienced individuals, of whom two have accounting
professional qualification. Their mix of professional skills and
experience is beneficial to the Board to formulate the long-
term business strategies and monitor the operational and
financial matters of the Group.
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The Company has received, from each of the Independent
Non-executive Directors, an annual confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules.
The Company considers all of the Independent Non-
executive Directors to be independent.

The Company has arranged for appropriate liability
insurance to cover the liabilities of the Directors that may
arise out of the corporate activities. The insurance coverage
is reviewed on an annual basis.

APPOINTMENT AND RE-ELECTION

The appointment of a new Director is made on the
recommendation of the Nomination Committee of the
Company or by shareholders in general meeting. Any
Director who is appointed by the Board shall retire at the
next annual general meeting.

Currently, all Independent Non-executive Directors are
appointed for a specific term of three years. All Directors
are subject to retirement by rotation at least every three years
and re-election in accordance with the provision of the Listing
Rules and the bye-laws of the Company (the “Bye-law(s)”).
At least one-third of Directors shall retire from office every
year at the Company’s annual general meeting.

Messrs Yeung Kim Piu, Ng Kwok Tung and Chiu Sin Koi will
retire by rotation and, being eligible, will offer themselves
for re-election at the forthcoming annual general meeting of
the Company.
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BOARD MEETINGS

Each year, the Board normally held four regular board
meetings at approximately quarterly interval. Eight board
meetings were convened during the year ended 30th June
2007 and the attendances of individual Directors at these
meetings are set out as follows:

Attendance
Executive Directors
Mr Lam Shiu Ming, Daneil (Chairman) 8/8
Ms Chiu Suet Ying 8/8
Mr Yeung Kim Piu 8/8
Independent Non-executive Directors
Mr Ng Kwok Tung 7/8
Mr Chiu Shin Koi 7/8
Mr Ma Ting Hung 7/8

BOARD COMMITTEES

The Board has established a Remuneration Committee,
Nomination Committee and an Audit Committee.

Remuneration Committee

A Remuneration Committee with specific written terms of
reference was established by the Company on 15th July
2005. The Remuneration Committee currently comprises
three Independent Non-executive Directors, namely Mr Ma
Ting Hung (as Chairman), Mr Ng Kwok Tung and Mr Chiu
Shin Koi, and two Executive Directors, namely, Mr Lam Shiu
Ming, Daneil and Ms Chiu Suet Ying. The terms of reference
of the Remuneration Committee are available on the
Company’s website.

The principal duties of the Remuneration Committee include
making recommendations to the Board on the remuneration
policy and structure of the Directors and senior management
and reviewing the specific remuneration package of all
Executive Directors and senior management from time to
time.
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The main principles of the Group’s remuneration policies
are:

(@) no Director should be involved in deciding his or her
own remuneration;

(b)  remuneration should be determined by taking into
consideration factors such as salaries paid by
comparable companies, time commitment, levels of
responsibilities, employment conditions elsewhere in
the Group and desirability of performance-based
remuneration; and

(c) performance-based remuneration should be reviewed
and approved by reference to corporate goal and
objectives resolved by the Board from time to time.

Two committee meetings were convened during the year
ended 30th June 2007 and the attendances of individual
committee member at these meetings are set out as follows:

Attendance
Independent Non-executive Directors
Mr Ma Ting Hung (Chairman) 2/2
Mr Ng Kwok Tung 2/2
Mr Chiu Shin Koi 2/2
Executive Directors
Mr Lam Shiu Ming, Daneil 2/2
Ms Chiu Suet Ying 2/2

The Remuneration Committee has reviewed and discussed
the remuneration of the Directors and senior management.
The Committee has also approved the remuneration and
the discretionary bonuses of the Executive Directors by
reference to their respective levels of responsibilities and
performance, industry benchmarks, prevailing marketing
conditions and Group’s financial performance and delegated
the Executive Directors to determine and formulate the
remuneration policy for the senior management of the Group.
No Director is involved in deciding his or her own
remuneration.
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Nomination Committee

A Nomination Committee with specific written terms of
reference was established by the Company on 15th July
2005. The Nomination Committee currently comprises three
Independent Non-executive Directors, namely Mr Chiu Shin
Koi (as Chairman), Mr Ng Kwok Tung and Mr Ma Ting Hung,
and two Executive Directors, namely, Mr Lam Shiu Ming,
Daneil and Ms Chiu Suet Ying. The terms of reference of
the Nomination Committee are available on the Company’s
website.

The principal duties of the Nomination Committee include
reviewing the structure, size and composition of the Board
on a regular basis and making recommendations to the
Board regarding any proposed changes.

The Nomination Committee did not hold any meeting during
the year ended 30th June 2007.

Audit Committee

The Company established an Audit Committee on 11th
October 1999. The written terms of reference which describe
the authority and duties of the Audit Committee were
prepared and adopted with reference to “A Guide for
Effective Audit Committee” published by the Hong Kong
Institute of Certified Public Accountants and in accordance
with the Code. The terms of reference of the Audit Committee
are available on the Company’s website.

The Audit Committee is responsible for the appointment of
external auditor, review of the Group’s financial information
and oversight of the Group’s financial and accounting
practices, internal control and risk management. It is also
responsible for reviewing the interim and final results of the
Group.

The audited financial statements for the year ended
30th June 2007 have been reviewed by the Audit Committee.

Five committee meetings were convened during the year
ended 30th June 2007 and the attendances of the individual
committee member at these meetings are set out as follows:

Attendance
Independent Non-executive Directors
Mr Ng Kwok Tung (Chairman) 5/5
Mr Chiu Shin Koi 5/5
Mr Ma Ting Hung 5/5
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The Audit Committee has reviewed the terms of engagement
of the external auditor, the revised accounting standards,
the financial year 2006/2007 interim financial report and
annual financial statements. The Audit Committee also
reviewed the internal control systems and met with the
external auditor to discuss with them the nature and scope
of the audit and reporting obligation prior to the
commencement of and after the completion of the audit.

INTERNAL CONTROL

The Directors have the overall responsibility for internal
control and sets appropriate policies. The Board, through
the Audit Committee, has reviewed the effectiveness of the
Group’s system of internal control.

In compliance with code provision C.2.1 of the Code and to
further improve the effectiveness of the internal control, the
Company engaged an independent accounting firm (the
“Consultant”) to conduct a review of the effectiveness of the
system control of the Group for the year ended 30th June
2007 on 5th December 2006. All findings for improvement
and recommendations made by the Consultant, which
require management’s attention, have been properly
addressed and implemented by the Company during the
year.

The system of internal control aims to help achieving the
Group’s business objectives, effective and efficient
operations, safeguarding assets and maintaining proper
accounting records for provision of reliable financial
information. The design of system is to provide reasonable,
but not absolute, assurance against material misstatement
in the financial statement or loss of assets and to manage
rather than eliminate all risks of failure in the Group’s
operational systems and in the achievement of the Group’s
business objectives. No material suspected frauds and
irregularities, internal control deficiencies or infringement
of relevant regulations and rules have come to the attention
of Board to cause the Board to believe that the system of
internal control is inadequate.
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DIRECTORS’ RESPONSIBILITY FOR FINANCIAL
REPORTING

The Directors acknowledge their responsibilities for the
preparation of the consolidated financial statements of the
Group and ensure that the consolidated financial statements
of the Group for the year ended 30th June 2007 have been
prepared in accordance with Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standard and
Interpretations issued by the Hong Kong Institute of Certified
Public Accountants, accounting principles generally
accepted in Hong Kong and disclosure requirements of the
Hong Kong Companies Ordinance.

The statement of external auditor of the Company,
PricewaterhouseCoopers, about their reporting
responsibilities on the consolidated financial statements of
the Group is set in the Auditor's Report on pages 37 and 38
of this annual report.

AUDITOR’S REMUNERATION

PricewaterhouseCoopers was appointed as the external
auditor of the Company by the shareholders at the last annual
general meeting of the Company. For the year ended 30th June
2007, the remuneration payable to PricewaterhouseCoopers
is set out as follows:

< ANNUAL REPORT 2007 >

EEHMBRRZEE

ESHAREFREARERAMHRERL
B UYHERBE_ZTLFAA=1H
LHFEEZHEEVMBHRRDRBHE LS
B AR BEEMERELEN BEER
AERRRE  BEARGTRALES
RAEDVEPIRE R E MAmEL -

RN R)INEZ BN ZE FUOK BRI E T
Fr StEBASE e MG HRER 2 KB
WETEREHNAFRFEI7TEREIBE
RFIZBEIRE A °

A T

RE—ERFBFRG  BEFKEBEG:T
M EBFTERREZERBAR T 2 INEIZE
Bl e BHE-ZTTLFA=THLFE -
XA T #EROKE G ST Bl 1
T~

Fees payable

Services rendered Frig AR FE e ER
HK$’000

BT T

Audit services ETER 650
Non-audit services FEEETER 50
700

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

During the year ended 30th June 2007, the Company has
adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 to the Listing Rules as the code for dealing in
securities of the Company by the Directors. Having made
specific enquiry, all the Directors confirmed that they have
complied with the Model Code throughout the year.
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The Board submit its report together with the audited
consolidated financial statements of Universe International
Holdings Limited (the “Company”) and its subsidiaries (the
“Group”) for the year ended 30th June 2007.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATIONS

The principal activity of the Company is investment holding.
The activities of the subsidiaries are set out in Note 11 to
the consolidated financial statements.

An analysis of the Group’s performance for the year by
business and geographical segments is set out in Note 5 to
the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year are set out in the

consolidated income statement on page 42.

The directors do not recommend the payment of a final
dividend (2006: HKO0.9 cent per ordinary share).
FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of
the Group for the last five financial years is set out on page
112.

RESERVES

Movements in the reserves of the Group and the Company
during the year are set out in Note 19 to the consolidated
financial statements.

DONATIONS

No charitable and other donation was made by the Group
during the year (2006: HK$nil).

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment
of the Group are set out in Note 7 to the consolidated
financial statements.
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PRINCIPAL PROPERTIES

Details of the principal properties held for investment
purposes are set out on page 111.

SHARE CAPITAL

Details of the share capital of the Company are set out in
Note 18 to the consolidated financial statements.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company as at 30th June 2007
amounted to HK$56,304,000 (2006: HK$70,888,000)
including contributed surplus of HK$51,852,000 (2006:
HK$51,852,000) which is only distributable subject to
conditions as set out in Note 19 to the consolidated financial
statements.

PARTICULARS OF BANK LOANS AND OTHER
BORROWINGS

Particulars of bank loans and other borrowings as at
30th June 2007 are set out in Note 35 to the consolidated
financial statements.

SHARE OPTION SCHEME

Pursuant to an ordinary resolution passed in the annual
general meeting held on 26th November 2003, the Company
conditionally approved and adopted the Scheme in
compliance with the Listing Rules. Details of the Scheme
are as follows:

(@) Purpose of the Scheme

The purpose of the Scheme is to enable the Company
to grant options to selected Participants (as defined
below) as incentive and/or rewards for their
contribution and support to the Group and any
invested entity.

(b) Participants of the Scheme

The Board may, at its discretion, invite any person
belonging to any of the following classes of
participants for their contribution and support to the
Group and any invested entity (the “Participants” and
individually, a “Participant”) to take up options to
subscribe for shares of the Company (the “Share(s)”).
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(ii)

(iii)

(iv)

(vii)

(viii)
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any full-time employee of the Company, any of
its subsidiary or any invested entity, including
(without limitation) any Executive Director of
the Company, any of its subsidiary or invested
entity (individually, an “Employee”);

any Non-executive Director (including
Independent Non-executive Directors) of the
Company, any of its subsidiary or any invested
entity;

any supplier of goods or services to any
member of the Group or any invested entity;

any customer of the Group or any invested
entity;

any person or entity that provides research,
development or other technical support to the
Group or any invested entity;

any shareholder of any member of the Group
or any invested entity or any holder of any
securities issued by any member of the Group
or any invested entity;

any adviser (professional or otherwise) or
consultant to any area of business or business
development of any member of the Group or
any invested entity; and

any joint venture partner or counter-party to
business operation or business arrangements
of the Group, and for the purposes of the
Scheme, the options may be granted to any
company wholly owned by one or more persons
belonging to any of the above classes of the
Participants.
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Maximum number of shares available for issue
under the Scheme

(i) The maximum number of shares which may
be issued upon exercise of all outstanding
option granted and yet to be exercised under
the Scheme and any other schemes for the
time being of the Company shall not exceed
30% of the shares in issue from time to time.
Options lapsed or cancelled for the time being
of the Company shall not be counted for the
purpose of calculating the said 30% limit; and

(ii) The maximum number of shares available for
issue under the Scheme is 143,460,537 shares
of the Company, representing 10% of the
shares of the Company in issue as at the date
the shareholders conditionally approved and
adopted the Scheme.

Maximum entitlement of each Participant

The total number of shares issued upon exercise of
the options granted and to be granted to each grantee
under the Scheme and any other schemes for the
time being of the Company (including both exercised
and outstanding options) in any 12-month period up
to the date of grant to each grantee must not exceed
1% of the aggregate number of shares for the time
being in issue.

Remaining life and exercisable period of the
options

There is no general requirement that an option must
be held for any minimum period before it can be
exercised but the Board is empowered to impose at
its discretion any such minimum period at the time of
grant of any particular option. An option may be
exercised in accordance with the terms of the Scheme
at any time during a period of 10 years commencing
on the date of grant and expiring on the last day of
the said 10-year period.

Payment on acceptance of the options offer

A sum of HK$1 is payable by the Participant on
acceptance of the option offer.

(c)

(d)

(e)

()
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(g) Basis of determining the subscription price

The subscription price for the shares under the
Scheme shall be a price notified by the Board to a
Participant to whom any offer of the grant of an option
is made and shall be at least the higher of (i) the
closing price of the shares as stated in the Stock
Exchange’s daily quotations sheet on the date of grant
which must be a business day; and (ii) the average
closing price of the shares as stated in the Stock
Exchange’s daily quotations sheets for the five
business days immediately preceding the date of
grant, provided that the subscription price shall not
be the lower than the nominal value of a share.

There were no share options granted under the Scheme for
the period from 26th November 2003 to 30th June 2007.

On 21st August 2007, the Company granted 143,460,537
share options, which represented 8.83% of the issued share
capital of the Company as at 30th June 2007, to the
Employees at the subscription price of HK$0.264 per share
option which were vested immediately and exercisable for a
two-year period between 21st August 2007 and 20th August
2009 (both days inclusive). Each share option gives the
holder the right to subscribe for one ordinary share of the
Company. The Directors of the Company individually and
other employees of the Group in aggregated had the
following personal interests in share option to subscribe for
ordinary shares of the Company on 21st August 2007:
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< ANNUAL REPORT 2007 >

Price per Market value
Period during  share on per share
which exercise Number of on grant
Date of share options of share share options of share
grant are exercisable options granted options
fTiEmRRE
BAfz RUEBKE RHBRES
Participants ZEA R BaH RRETER SKER ZHE ZBRWE
HK$ HK$
B B
Directors Es
Mr Lam Shiu Ming, Daneil ~ #/\B3%E4  21/8/2007  21/8/2007-20/8/2009 0.264 16,245,000 0.243
Ms Chiu Suet Ying EEELT 21/8/2007  21/8/2007-20/8/2009 0.264 16,245,000 0.243
Mr Yeung Kim Piu BEZLAE  21/8/2007  21/8/2007-20/8/2009 0.264 16,245,000 0.243

Eligible employees RIRER

working under BHTHE
employment ZBHER
contracts &8 21/8/2007  21/8/2007-20/8/2009 0.264 94,725,537 0.243
143,460,537
DIRECTORS BE

The Directors during the year and up to the date of this report
were:

Mr LAM Shiu Ming, Daneil
Ms CHIU Suet Ying
Mr YEUNG Kim Piu
Mr NG Kwok Tung '
Mr CHIU Shin Koi !
Mr MA Ting Hung *

! Independent Non-executive Directors

Messrs Yeung Kim Piu, Ng Kwok Tung and Chiu Shin Koi,
retire by rotation in accordance with Articles 87(1) and (2)
of the Bye-laws and, being eligible, offer themselves for re-
election.
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All Independent Non-executive Directors have been
appointed for a specific term and subject to retirement by
rotation as specified by the provision of the Listing Rules
and the Bye-laws.

The Company has received from each of the above
Independent Non-executive Directors a confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules
and the Company is satisfied that they are independent as
such.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors proposed for re-election at the
forthcoming annual general meeting has a service contract
with the Company which is not determinable within one year
without payment of compensation, other than statutory
compensation.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

Save as disclosed in Note 39 to the consolidated financial
statements, no contracts of significance in relation to the
Group’s business to which the Company, its holding
company, its subsidiaries or its fellow subsidiaries was a
party and in which a director of the Company had a material
interest, whether directly or indirectly, subsisted at the end
of the year or at any time during the year.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

None of the Directors has an interest in a business which
competes or may compete with the business of the Group.
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS IN EQUITY OR DEBT SECURITIES

As at 30th June 2007, the interests which are all long position
of each of the Directors and chief executives of the Company
in the share capital of the Company (within the meaning of
the Securities and Futures Ordinance (“SFO”)) which were
required to be (a) notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interest which any such Director was taken
or deemed to have under such provisions of the SFO) or (b)
entered in the register required to be kept by the Company
pursuant to Section 352 of the SFO or; (c) notified to the
Company and the Stock Exchange pursuant to the Model
Code were as follows:

Name of Director Nature of interest
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Number of
shares of
the Company Percentage of
held shareholding

Fifs R AT
EEfs EEME a0 E 4= BikESEE
Mr Lam Shiu Ming, Daneil Founder of a discretionary trust (Note) 872,406,705 53.70%

M/NBRSE A —HEEERZAISA (i)

Note: The trustee of the discretionary trust is Central Core Resources
Limited which owns the entire issued share capital of
Globalcrest Enterprises Limited which in turn is interested in
872,406,705 shares of the Company.

Save as disclosed above, as at 30th June 2007, none of the
Directors or chief executives of the Company had any
interests or a short position in the share, underlying shares
and debentures of the Company or any of its associated
corporations which were required to be (a) notified to the
Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests which they
were deemed or taken to have under such provisions of the
SFO) or (b) notified to the Company and the Stock Exchange
pursuant to the Model Code or (c) entered in the register
kept by the Company pursuant to Section 352 of the SFO.

i EZE2#EEZFFLA ACentral Core
Resources Limited - % XN AHEH
Globalcrest Enterprises LimitedZ &£ 2 %
7THR A + if1Globalcrest Enterprises
Limited | 75 7K 72 7]872,406, 705 % %
% o

BREXFHREEN  R-FZELFNRAZ
TH ARARZEFHATIBTRAEBHRE
RAR R REAMAAREB O - 107
Bt MEEETEE T AEEIORR - M
78 (a)RIEE %&%f%%%mﬁﬁﬁ&%
8N HAHE AR 3P (BIE R ERE
W%&%fh% MﬁMXWF“iﬁ%
BB 2 BEBORR) (b)RIFARLE ST B A
GARE M AP (C) RN A R AR FE
M B EDIFEI526EF 2 ERLMA

UNIVERSE INTERNATIONAL HOLDINGS LIMITED



i B

<

[
Al

REPORT OF THE DIRECTORS

At no time during the year, the Directors (including their
spouse and children under 18 years of age) had any interest
in, or had been granted, or exercised, any rights to subscribe
for shares of the Company and its associated corporations.

In addition, at no time during the year was the Company, its
holding company, its subsidiaries, its associated company
or its fellow subsidiaries a party to any arrangement to enable
the directors of the Company to hold any interests or short
position in the shares or underlying shares in or debentures
of, the Company or any other body corporate.

SUBSTANTIAL SHAREHOLDERS

As at 30th June 2007, in accordance with the register kept
by the Company under Section 336 of the SFO, the following
corporations were interested in the issued share capital of
the Company (including short positions) representing 5%
or more of the issued share capital of the Company:

Number of shares of
the Company held

Name of shareholders

TEEHEE

AEER REF(BRESZEBR
18FA T2 FROWEER » KER T
TTEEAI R BB AR 7 N A E 2 i
D 2R -

BESN  REER - AnE) - RERAT
Hif@B AR - HEtE s ERRNE A
BIRFARL BT LA LH - EARFE
FNHEBEARRSEMEMEAER
Btk ErmEs o

FEIRR

R-TELEXA=+A - BARTRE
L3 P
67 - TFHIALEAEAD RS BITIRA
5% | 2 AR B BT A (B4
KA -

Percentage of
shareholding

BEEE A AT REGEE =R 0 4
Globalcrest Enterprises Limited (Note) (it) 872,406,705 53.70%
Central Core Resources Limited (Note) (i) 872,406,705 53.70%

All the interests disclosed above represent long positions in
the shares of the Company.

Save as disclosed above, as at 30th June 2007, no other
person has any interests or short position in the shares,
underlying shares and debentures of the Company as
recorded in the register required to be kept by Company
under section 336 of the SFO.

Note: The entire issued share capital of Globalcrest Enterprises
Limited is 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 Suet Ying
are discretionary objects.
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MANAGEMENT CONTRACTS

No contracts concerning the management and
administration of the whole or any substantial part of the
business of the Company were entered into or existed during
the year.

PRE-EMPTIVE RIGHTS

There are no provision for pre-emptive rights under the Bye-
laws and there are no restrictions against such rights under
the laws in Bermuda.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

The Company has not redeemed any of its shares during
the year. Neither the Company nor any of its subsidiaries
has purchased or sold any of the Company’s listed securities
during the year.

MAJOR SUPPLIERS AND CUSTOMERS

The percentage of purchases and sales for the year
attributable to the Group’s major suppliers and customers
are as follows:

Purchases

— the largest supplier 15.22%
— five largest suppliers combined 50.01%
Sales

— the largest customer 16.09%
— five largest customers combined 42.22%

None of the Directors, their associates or any shareholder
(which to the knowledge of the directors owns more than
5% of the Company’s share capital) had an interest in the
major suppliers and customers noted above.
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CONNECTED TRANSACTIONS

As announced on 19th December 2006, Universe Laser &
Video Co. Limited (“ULV”), an indirect wholly owned
subsidiary of the Company, entered into a transaction which
constituted a continuing connected transaction for the
Company under Rule 14A.14 of the Listing Rules, the details
of which are set out as follows:

On 19th December 2006, ULV entered into a tenancy
agreement with Rainbow Nice Limited (“RNL’) whereby ULV
agreed to lease a premises (the “Premises”) from RNL for a
term of 3 years commencing from 1st January 2007 for the
use of Mr Lam Shiu Ming, Daneil and Ms Chiu Suet Ying
(both are the Directors) for residential purpose. The monthly
rental payable by ULV is HK$200,000 which is inclusive of
furniture, fixtures and home electronic appliances but
excluding government rent, rates, taxes and all other
outgoings.

The entire issued share capital of RNL, the landlord of the
Premises, is beneficially owned by Ms Chiu Suet Ying. By
virtue of the interest of Ms Chiu Suet Ying in RNL, the
entering into of the tenancy agreement constituted a
continuing connected transaction for the Company under
Rule 14A.14 of the Listing Rules.

As the continuing connected transaction satisfied the
exemption under Rule 14A.32(2) of the Listing Rules, it was
only subject to the annual review requirement and reporting
and the announcement requirements set out in Rules 14A.37
to 14A.41 and 14A.45 to 14A.47 of the Listing Rules
respectively and was exempted from the independent
shareholders’ approval requirement under Chapter 14A of
the Listing Rules.

The Independent Non-executive Directors of the Company
have reviewed the continuing connected transaction and
confirmed that the transaction has been (i) entered into in
the ordinary and usual course of business of the Group;
(ii) either on normal commercial terms or terms no less
favourable to the Group than terms available to or from
independent third parties; and (iii) in accordance with the
tenancy agreement governing it on terms that are fair and
reasonable and in the interests of the shareholders of the
Company as a whole.
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The auditor of the Company has also confirmed that for the
year ended 30th June 2007, the continuing connected
transaction (i) has received the approval of the Board; and
(ii) has been entered into in accordance with the relevant
agreement governing the transaction, and (iii) has not
exceeded the cap disclosed in the related announcement.

Apart from the above, there are other related party
transactions entered into by the Group during the year ended
30th June 2007, certain of which constituted exempted
connected transactions for the Company under the Listing
Rules, the details of these are disclosed in Note 39 to the
consolidated financial statements.

SUFFICIENCY OF PUBLIC FLOAT

Based on information publicly available to the Company and
within the knowledge of the Directors as at the date of this
annual report, the Company has maintained the prescribed
public float under the Listing Rules.

AUDITOR

The consolidated financial statements have been audited
by PricewaterhouseCoopers who retire and, being eligible,
offer themselves for re-appointment.

On behalf of the Board

Lam Shiu Ming, Daneil
Chairman
Hong Kong, 18th October 2007
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INDEPENDENT AUDITOR’S REPORT

PRICEWATERHOUSE(QOPERS

BB RE S

B R K B R E A AT

TO THE SHAREHOLDERS OF
UNIVERSE INTERNATIONAL HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of
Universe International Holdings Limited (the “Company”) and
its subsidiaries (together, the “Group”) set out on pages 39
to 110, which comprise the consolidated and Company
balance sheets as at 30th June 2007, and the consolidated
income statement, the consolidated statement of changes
in equity and the consolidated cash flow statement for the
year then ended, and a summary of significant accounting
policies and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FORTHE FINANCIAL
STATEMENTS

The directors of the Company are responsible for the
preparation and the true and fair presentation of these
consolidated 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 to
the preparation and the true and fair presentation of financial
statements that are free from material misstatement,
whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting
estimates that are reasonable in the circumstances.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these
consolidated financial statements based on our audit and
to report our opinion solely to you, as a body in accordance
with Section 90 of the Companies Act 1981 of Bermuda and
for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents
of this report.

EFERERERAA

PricewaterhouseCoopers
33rd Floor

Cheung Kong Center

2 Queen’s Road Central
Hong Kong
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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 from material misstatement.

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation
and true and fair presentation of the financial statements in
order to design audit procedures that are appropriate 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 obtained is
sufficient and appropriate to provide a basis for our audit
opinion.

OPINION

In our opinion, the consolidated financial statements give a
true and fair view of the state of affairs of the Company and
of the Group as at 30th June 2007 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.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 18th October 2007
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CONSOLIDATED BALANCE SHEET
REEERER

As at 30th June 2007
RZETLFARA=+H

2007 2006
—EBEtEF TEERF
Note HK$’000 HK$’000
B 5 BETR BRI
ASSETS BE
Non-current assets ERHEE
Leasehold land HELH 6 8,793 9,031
Property, plant L/ E T
and equipment &5 7 16,438 16,016
Investment properties wWEYE 8 26,107 51,845
Film rights and BRI K
films in progress BUHER 2B 10 112,654 95,735
Interest in an associated iR l/NE]
company e 12 — —
Deferred income tax assets IEIEFTIEFEE 24 5,762 5,447
Long-term bank deposit REFIRTTER 14 7,800 7,800
177,554 185,874
Current assets REEE
Film deposits EX-A kA 2,947 9,330
Inventories FE 16 8,997 12,004
Accounts receivable & ST BR X 15 25,638 16,309
Deposits paid EffiEe
and prepayments SSEENE ] 11,942 9,660
Pledged bank deposits SRR ITER 35 4,000 2,000
Cash and cash equivalents IR&NIRESHEY 17 135,054 108,623
Non-current assets BIELREZ
held for sale FERBEE 9 — 31,650
188,578 189,576
Total assets HEE 366,132 375,450
EQUITY s
Capital and reserves AATHELE
attributable to HAEAEL
the Company’s BEXR
equity holders s
Share capital & 7 18 32,492 32,492
Share premium I 17 5 (B 19(a) 127,211 127,211
Other reserves E b 19(a) 1,274 2,494
Retained earnings REB AR
— Proposed final dividend — BORREARR B 33 — 14,621
— Others — HAh 152,886 139,881
Total equity e 313,863 316,699
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CONSOLIDATED BALANCE SHEET
RBEERERER

As at 30th June 2007
RZZEZE+FA=+H

2007 2006
—ETtHE TEBETRF
Note HK$’000 HK$’000
B 7 EETIT BT T
LIABILITIES Bf&
Non-current liabilities ERHERE
Other long-term liabilities HEtREBE 23 66 99
Deferred income tax IRIEFTISH
liabilities AafE 24 3,446 8,892
,,,,,,,,,,,,,,, stz ege
Current liabilities mEBERE
Accounts payable FETER X 21 5,142 9,684
Other payables and E b PR BRI
accrued charges JESTSZ I 9,639 7,258
Deposits received EET & 33,923 32,629
Amount due to the ultimate BT &I A A
holding company IR 20 3 86
Obligations under BMEHE
finance leases AE 22 40 95
Taxation payable FES T IE 10 8
48,757 49,760
Total liabilities HafE 52,269 58,751
Total equity and liabilities  4B#ES % & {& 366,132 375,450
Net current assets RENEEFE 139,821 139,816
Total assets less BEER
current liabilities REBERE 317,375 325,690

On behalf of the Board

EEEGH

Lam Shiu Ming, Daneil Chiu SuetYing
Director Director
IR HER

EF EE

The Notes on pages 45 to 110 are an integral part of these consolidated financial statements.
HENFAEEFZM0EZMARUEFGREMBHREK 2 —2H -

UNIVERSE INTERNATIONAL HOLDINGS LIMITED
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BALANCE SHEET
EERER

As at 30th June 2007
RZETLFARA=+H

2007 2006
—EE2tEF ZETRF
Noje HK$’000 HK$’000
B 7 BETR BRI
ASSETS :
Non-current assets ERENEE
Investments in subsidiaries B A AR E 11 52,052 52,052
Deferred income tax assets  IRIEFTEREE 24 302 264
52,354 52,316
Current assets REBEE
Amounts due from FEURHT B A
subsidiaries I8 20 186,645 171,233
Prepayments and TEA FRIE &
other receivables H b fE UL R 134 170
Cash and cash equivalents E& NREEEY 17 2,551 7,860
... 189330 179,263
Total assets HEE 241,684 231,579
EQUITY s
Capital and reserves RATHER
attributable to HAEAEL
the Company’s XK
equity holders EiE
Share capital & 7 18 32,492 32,492
Share premium 0 4 B 19(b) 127,211 127,211
Other reserves H b 19(b) 51,852 51,852
Retained earnings REE & A
— Proposed final dividend ~ — %tk RHIfE 8 33 — 14,621
— Others — EAb 4,452 4,415
Totalequity aws 216007 20,591
Current liabilities REIBE
Amount due to a subsidiary &1 & 2 B FIE 20 24,870 —
Accrued charges JEFHZ 807 988
Total liabilities weaw 25,677 988
Total equity and liabilities ##EHEREE 241,684 231,579

On behalf of the Board
AEEZWD

Lam Shiu Ming, Daneil Chiu SuetYing
Director Director
#/NER HEX

EF EF

The Notes on pages 45 to 110 are an integral part of these consolidated financial statements.
HNFAEEFM0EZMARUEFGREMBREK 2 25 -

EFERERERAA
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CONSOLIDATED INCOME STATEMENT

I:I \/
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For the year ended 30th June 2007

BE_ZZLFRNA=THLFE

< ANNUAL REPORT 2007 >

2007 2006
Note(s) HK$°000 HK$ 000
=g BETT BT T

Turnover =X 5 136,240 93,405
Cost of turnover BRI R 26 (105,017) (66,634)
Other gains — net El s — 55 25 6,364 5,813
Gain on disposal of HEREE

investment properties 2 Wz 8 &34 3,776 —
Gain on disposal of HERELE

non-current assets ZIEREBEE

held for sale Z Wz 9 &34 1,653 —
Selling expenses HEEHR 26 (2,841) (1,748)
Administrative expenses THER 26 (27,516) (22,938)
Other operating expenses E g 26 (8,233) (5,877)
Finance costs B RS AR 28 — )
Increase in fair value of WEMEZ

investment properties NFEE 8 1,611 29,950
Share of (loss)/profit of JE (L& 1 7]

an associated company 2 (E18) 18T 12 (3) 20
Profit before income tax BT H A &R 6,034 31,989
Income tax credit/(expense)  FT{5F:i @&/ (& ) 29 5,492 (4,684)
Profit for the year EERF 11,526 27,305
Attributable to equity EAT

holders of the Company A AELER 11,526 27,305
Earnings per share for profit EERALAF

attributable to the EZBEA

equity holders of FEIE R T

the Company ZBEEF

during the year

(expressed in HK cents) (AR #EWLED)

— basic — &K 32 0.71 1.68

— diluted — g 32 N/A FER N/A & A
Dividends 35 33 — 14,621

The Notes on pages 45 to 110 are an integral part of these consolidated financial statements.

HENEASEEF 0B ZMERILFREMBHRR 2 — 1 °
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

= A 45 £ 454
FeEmEE R
For the year ended 30th June 2007
HE-_ZZLFRA=THILFE
Attributable to equity holders of the Company

FATRBRANES
Share Share Other Retained
capital premium reserves earnings Total
E Tt i (8 Rt REEH ]
Note HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

GE BBTL BETT BETT BETT BBTT

Balance at 1st July 2005 RZZTRELA-A
A 32,492 127,211 2,041 127,197 288,941

Fair value adjustments upon ~ BEELIHR

transfer from leasehold EFERL

land and buildings to RENEL

investment properties NYERE 19 - - 549 - 549
Deferred tax effect on RHEETIR

fair value adjustment upon BTEEA

transfer from leasehold RENEZ

land and buildings to RTEREL

investment properties ELHEy 2 19 - - (96) - (96)
Net income recognized EERERRERN

directly in equity FUA - — 453 - 453
Profit for the year EERF — - — 27,305 27,305
Total recognized income RZZERERAL

for 2006 ELON - - 453 27,305 27,758

Balance at 30th June 2006 RZZERERAZTH
b5 32,492 127,211 2,494 154,502 316,699

Balance at 1st July 2008, RIS ELA-H

as per above JES (L) 32,492 127,211 2,494 154,502 316,699
Revaluation reserve HEREME

adjustment upon Fralige

disposal of EftGHE

investment properties HE 19 — — (1,220) 1,220 —
Deferred income tax LEREME

adjustment upon Fralz

disposal of M

investment properties HE 24 — — — 259 259
Net income recognized FREERERL

directly in equity FUA - - (1,220) 1,479 259
Profit for the year FEEM — - — 11,526 11,526
Total recognized income RZBZLFHAL

for 2007 LT ON - — (1,220) 13,005 11,785
Dividends related to RIZERETZATR

2005/2006 paid Sl
inDecombr 2006 SETEEERE - - - Geen) (e
Balance at 30th June 2007 RZZZ+ERA=TH

288 32,492 127,211 1,274 152,886 313,863

The Notes on pages 45 to 110 are an integral part of these consolidated financial statements.
HNFAEEFM0EZMTARUEFGREMBRK 2 25 -

EFERERERAA

43



44

< ANNUAL REPORT 2007 >

CONSOLIDATED CASH FLOW STATEMENT

= AL AN = — 1
meRe /ILE%E
For the year ended 30th June 2007
HE-TTLFAAA=ZTAHLEFE

2007 2006
—BTtE ZEERF
Note HK$’000 HK$'000
=g BETT BT T
Cash flows from BETH
operating activities ZIHRERE
Cash generated EEES
from operations ZHE 34 65,889 91,374
Tax paid B AR (8) —
Interest on bank loans RITERFE — )
Net cash generated EEESES
from operating activities ZFRE 65,881 91,372
Cash flows from BEFEH
investing activities ZIRERE
Purchase of property, A - e
plant and equipment & 7 (2,076) (2,180)
Purchase of an BARE
investment property L/ES 8 — (5,745)
Proceeds from disposal HEYE - HES
of property, plant Kz
and equipment Fr 1S 3% 34 — 72
Proceeds from disposal HEREYE
of investment properties Z FTIB K 34 31,125 —
Proceeds from disposal HERFEEEZ
of non-current assets SEMBEE
held for sale Z SR 34 33,303 —
Purchase of film rights BAE MR
and films in progress RBMERZER 10 (93,147) (61,308)
Interest received 2 F B 25 6,054 4,310
Net cash used in wEEEFTA
investing activities ZFRE (24,741) (64,851)
Cash flows from BIEEE
financing activities ZIRERE
Dividend paid BB A (14,621) —
Inception of A
finance leases HE — 93
Capital element of XNBERE
finance lease payments 2B ARE A (88) (78)
Net cash (used in)/ BhE S E
generated from (FTR)IE4%
financing activities FIEE (14,709) 15
Net increase incashand IIR&RIALZEY
cash equivalents Z B 26,431 26,536
Cash and cash equivalents at RF#E &
beginning of the year RIREEEY 108,623 82,087
Cash and cash equivalents REXRRE
at end of the year RIS ZEY 17 135,054 108,623

The Notes on pages 45 to 110 are an integral part of these consolidated financial statements.

FNFAEELI0B ZME R FREM BRI 2 — B0 °

UNIVERSE INTERNATIONAL HOLDINGS LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

GENERAL INFORMATION

Universe International Holdings Limited (the
“Company”) and its subsidiaries (together the
“Group”) are principally engaged in distribution of films
in various videogram formats, film exhibition, licensing
and sub-licensing of film rights 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 18th
October 2007.

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
Group 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 (“HKASs”) and Interpretations
(“Ints”) 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.1

Basis of preparation (Continued)

The preparation of consolidated 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
Group’s accounting policies. The actual results
may differ from these estimates. 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 HKICPA has issued certain new and
revised HKFRSs that are first effective for the
current accounting period of the Group. The
Group has adopted the new HKFRS below,
which is relevant to its operations, in the
preparation of the consolidated financial
statements.

— HKFRS-Int 4
Determining whether an Arrangement
contains a Lease

The adoption of this new HKFRS has no
material effect on the Group’s results and
financial position for the current or prior
accounting periods reflected in these
consolidated financial statements.

The Group has not adopted any new standard
or interpretation that is not effective for the
current accounting period, details of which are
set out in Note 42.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.2

Consolidation

The consolidated financial statements include
the financial statements of the Company and
all of 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 group companies are
eliminated. 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.

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 the Company on the basis
of dividend received and receivable.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.2 Consolidation (Continued)

(b)

Associates

Associates are all entities over which the
Group has significant influence but not
control, generally 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 consolidated income
statement, and its share of post-
acquisition movements in reserves is
recognized in reserves. The cumulative
post-acquisition movements are
adjusted against the carrying 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.

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 policies of
associates have been changed where
necessary to ensure consistency with
the policies adopted by the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.2 Consolidation (Continued)

(b)

(c)

Associates (Continued)

In the Company’s balance sheet, the
investment in an associated company is
stated at cost less provision for
impairment losses. The result of an
associated company is accounted for by
the Company on the basis of dividend
received and receivable.

Jointly controlled assets

Jointly controlled assets are assets of a
joint venture over which the Group has
joint control with other venturers in
accordance with contractual
arrangements and through the joint
control of which the Group has control
over its share of future economic
benefits earned from the assets.

The Group’s share of jointly controlled
assets and any liabilities incurred jointly
with other venturers are recognized in
the consolidated 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 incurred
by the joint ventures, are recognized in
the consolidated income statement
when it is probable that the economic
benefits associated with the transactions
will flow to or from the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.3

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
consolidated financial statements.

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. Segment revenue, expenses and
segment performance include transactions
between segments. Inter-segment pricing is
based on similar terms as those available to
other external parties for similar services.
These transactions are eliminated upon
consolidation.

Segment capital expenditure is the total cost
incurred during the year to acquire segment
assets (both tangible and intangible) that are
expected to be used for more than one year.

Unallocated items mainly comprise financial
and corporate assets and liabilities, cash and
cash equivalent, deferred income tax assets,
deferred income tax liabilities and interest
income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.4

2.5

Foreign currency translation
(a) Functional and presentation currency

Items included in the financial
statements of each of the Group’s
entities 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 HK dollars, which is the
Company’s functional and presentation
currency.

(b) Transactions and balances

Foreign currency transactions are
translated into the functional currency
using the exchange rates prevailing at
the dates of the transactions. Foreign
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.

Property, plant and equipment

The following items of property, plant and
equipment are stated in the consolidated
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

— other items of plant and equipment.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.5

Property, plant and equipment (Continued)

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 property, plant and
equipment or recognized as a separate item
of property, plant and equipment, as
appropriate, 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 costs, such as
repairs and maintenance and overhaul costs,
are recognized in the consolidated 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.

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
buildings

Over the unexpired
term of land lease

Leasehold improvements 2 — 5 years
Machinery and equipment 3 — 5 years
Others 5 years
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.5

2.6

Property, plant and equipment (Continued)

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 carrying amount is greater than its
estimated recoverable amount (Note 2.8).

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.

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 are performed 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.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6

Investment properties (Continued)

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 liabilities in respect of land classified as
investment property; others, including
contingent rent payments, are not recognized
in the financial statements.

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 consolidated income
statement during the financial period in which
they are incurred.

Changes in fair values are recognized in the
consolidated 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.

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 consolidated
income statement. On subsequent disposal of
the investment property, the revaluation surplus
included in equity may be transferred to
retained earnings. The transfer from revaluation
surplus to retained earnings is not made
through profit and loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6 Investment properties (Continued)

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.

2.7 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 consolidated 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
consolidated income statement as an
integral part of the aggregate net lease
payments made. Contingent rentals are
charged to the consolidated 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
consolidated balance sheet as
“Leasehold land” and is amortized to the
consolidated income statement on a
straight-line basis over the period of the
lease term except where the property is
classified as an investment property.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.7

2.8

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 finance
balance outstanding. The 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 consolidated income
statement over the lease period so as
to produce a constant periodic rate of
interest on the remaining balance of the
liability for each period. The investment
properties acquired under finance
leases are carried at their fair value.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.9

2.10

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 proportion of all
production overhead. It excludes borrowing
costs. Net realizable value is the estimated
selling price in the ordinary course of business,
less applicable variable selling expenses.

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.

Film rights are stated at cost less
accumulated amortization and
accumulated impairment losses.

The cost of film rights is amortized over
the shorter of the underlying license
period and their economic lives, 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 films. Cost of films
is transferred to film rights upon
completion.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.10

2.1

2.12

Film rights and films in progress
(Continued)

(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 consolidated income statement.

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.

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 default or delinquency in
payments are considered indicators that the
accounts 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 consolidated
income statement.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.13

2.15

Cash and cash equivalents

Cash and cash equivalents include cash in
hand, deposits held at call with banks.

Share capital

Ordinary shares are classified as equity.

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
assets, 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.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.16 Employee benefits

(i)

(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.

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 forfeited by
those employees who leave the scheme
prior to vesting fully in the contributions.

2.17 Provisions

Provisions are recognized when: (i) the Group
has a present legal or constructive obligation
as a result of past events; (ii) it is probable that
an outflow of resources will be required to settle
the obligation; and (iii) the amount has been
reliably estimated. Provisions are not
recognized for future operating losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.17

2.18

2.19

Provisions (Continued)

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.

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.

(i) Income from the licensing 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.

(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.

Dividend distribution

Dividend distribution to the Company’s
shareholders is recognized as a liability in the
Group’s consolidated financial statements in
the period in which the dividends are approved
by the Company’s shareholders.
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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.

(a)

(b)

(i)

(ii)

Market risk

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
exposure to fluctuation in
exchange rate is considered
limited.

Credit risk

The Group has no significant
concentrations of credit risk. It
has policies in place to ensure
that wholesale sales of products
and license of films are made to
customers with an appropriate
credit history respectively. The
Group obtains bank guarantees
from certain customers.

Liquidity risk

The Group manages its liquidity risk by
maintaining sufficient cash and the
availability of funding through an
adequate amount of committed credit
facilities and monitoring the liquidity

requirements from time to time.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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 placing such balances on various
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 value less estimated 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.

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.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

(a)

(b)

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 recipient’s
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$4,640,000 (2006: HK$3,977,000)
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 to deteriorate, additional
provision for impairment may be required. As
at 30th June 2007, the carrying value of film
rights, films in progress and film deposits
amounted to approximately HK$115,601,000
(2006: HK$105,065,000).

Provision for impairment of accounts
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$2,000,000
(2006: HK$395,000) was recognized in the
consolidated income statement to reduce the
carrying amount of certain receivables of the
Group to their recoverable amounts. If the
financial conditions of these customers were
to deteriorate, additional provision for
impairment may be required. As at 30th June
2007, the carrying value of accounts receivable
amounted to approximately HK$25,638,000
(2006: HK$16,309,000).

4
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(a)

(b)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

(c)

(d)

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.

Amortization of film rights

The Group estimates the projected revenue of
the film rights within the shorter of the
underlying license period and their economic
lives in order to ascertain the amount of
amortization charges for each reporting period.
The Group performs the reviews to assess the
appropriateness of the amortization estimate
with reference to prevailing and future market
conditions. The Group has revised its
amortization estimate of film rights for video
distribution business segment for the year to
reflect the expected cashflow pattern of the
projected revenue within the shorter of the
underlying license period and their economic
lives of the film rights.

EFERERERAA

4

e B R M A

FASEE T M H R FER (@)

(c)

(d)

ME HBRBEZTER
F R

NEBIRE S ERFE 1657
ZIRTEGFTE - A R
BZAfEAER - EMERE
RS BR 2 ITERY « A&
BREAEEZR - RIEU
T BEZEHER
B BRERE  UkEME
EHRAMEERREERBE
EHEMEKBE - fHitHE
AEAFR - AEETER
BEELBE - AHEHA
FERFERAELZBRES
TMAGE -

ER R

AEEE AT ERRERMR
RERAIR s K AT A HAR AR
FEE ) ZTRRHRA - DARE
EEE2HRYFENEHESHRE -
AEBG2EER LRKH
BARUETTIRE ARHE B B
BERATREEE - NF
W NEED B RERERET
XD BB REHH G
FHAVE [ BR B 32 AR B A iR 4
HARR S HL ] A B (ABAE
EBRE) Z FARHRA Z TEHER

mEEAN -

65



66

SEGMENT INFORMATION
Primary reporting format — business segments

The Group is organized into the following main
business segments for the current year:

— Distribution of films in various videogram
formats

— Film exhibition, licensing and sub-licensing of
film rights

— 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 film exhibition, licensing and sub-
licensing of film rights in five (2006: five) main
geographical segments.

There are no sales between geographical segments.
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5  SEGMENT INFORMATION (Continued) 5 SHEBER @
Primary reporting format — business segments FESBHE —EBBER (@)
(Continued)
Film exhibition,
licensing and Leasing of
Sale of  sub-licensing investment
goods of film rights properties Others Elimination Group
S
RitiRER HiE RS
HEER £t 0% Hib 1 F5E
2007 2007 2007 2007 2007 2007
—B%tE k- o 2 k- 2 2 —B%tE “B%tE “ETtE
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$°000

EETR AETR EETR BRI AT EETR

Turnover B5H
External sales bz HE 34,066 96,582 2,639 2,953 - 136,240
Inter-segment sales AR HEE - 12,143 — 340 (12,483) -
34,066 108,725 2,639 3,293 (12,483) 136,240
Results ES
Segment results before HEBER
impairment losses LAB%E (2,594) (1,043) 1,394 (174) - (2,417
Impairment losses of film E@i?fﬁﬂ’é& E¥ild
rights and film deposits REERE (120) (4,520) - - - (4,640)
Segment results PEEE (2,7114) (5,563) 1,394 (174) — (7,057)
Gain on disposal of investment ﬁ% RENE
properties bt - - 3,776 - — 3,776
Gain on disposal of non-current £ {1 &
assets held for sale ZERBEE Wa - — 1,653 — — 1,653
Increase in fair value of RENE
investment properties Z DB - - 1,611 - - 1,611
Interest income FISMA 6,054
Share of loss of an associated [& {5 % 2 7]
company ZER 3)
Profit before income tax BEGHAZN 6,034
Income tax credit FETE & 5,492
Profit attributable to equity A2 REZHEE A
holders of the Company gl 11,526
Assets BE
Segment assets PHEE 27,438 41,478 26,755 5,003 - 100,674
Unallocated assets RABREE 265,458
Total assets BEE 366,132
Liabilities afs
Segment liabilities PHEE 4,280 34,229 385 5,753 - 44,647
Unallocated liabilities KAEAE 7,622
Total liabilities Bag 52,269

EFERERERAA
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5 SEGMENT INFORMATION (Continued) 5 SEEE (&)
Primary reporting format — business segments FTEQPRE —EBBEH (B
(Continued)
Film exhibition,
licensing and Leasing of
Sale of  sub-licensing investment
goods of film rights properties Others Group
ER M
R RER HiRE
HEER ERRE L7ES Hity F&E
2007 2007 2007 2007 2007
k- o 2 “E3tE CEEtE %%t k- o 2
HK$’000 HK$°000 HK$°000 HK$°000 HK$’000
BRI BETR BETT BETR BRI
Other information HiER
Capital expenditures ERERR 7,152 762 — 4 7,918
Unallocated capital expenditures A2 EARHE R 87,305
Total capital expenditures BEARREY 95,223
Depreciation and amortization of ~ &R
leasehold land METHEH 1,090 45 20 4 1,159
Unallocated depreciation and RABRFER
amortization of leasehold land RELTH &R 619
Total depreciation and BRER
amortization of leasehold land METH 7 &H 1,778
Amortization charge of film rights /B 16,405 55,810 — — 72,215

UNIVERSE INTERNATIONAL HOLDINGS LIMITED
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SEGMENT INFORMATION (Continued)

Primary reporting format — business segments
(Continued)

e B R M A

5 SEEHE (&)
FEFBRE —EHIBER (B

Film exhibition,
licensing and Leasing of
Saleof  sub-licensing investment
goods of film rights properties Others Elimination Group
VB
Bl RER
HEEm EYME MEREVE Eth ik F5E
2006 2006 2006 2006 2006 2006
—EERE “EERE ZEERE “EERE —EERE “EERE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BT BETFT BETT BETT BETT
Turnover 25
External sales o2 EE 38,794 48,359 4772 1,480 — 93,405
Inter-segment sales AR BEE - 11,789 - 195 (11,984) -
38,794 60,148 4,772 1,675 (11,984) 93,405
Results E4
Segment results before HEEER
impairment losses IhH%E (2,541) (108) 3,829 503 - 1,688
Impairment losses of film E?ﬁﬁbﬁ&& E¥ild
rights and film deposits LREER (2,733) (1,244) - - - (3,977)
Segment results PEEE (5,274) (1,347) 3,829 503 - (2,289)
Increase in fair value of RENE
investment properties ZATEIE — - 29,950 - - 29,950
Interest income FISHA 4,310
Finance costs BB A @
Share of profit of an associated fE/5 &4 2 )
company LB 20
Profit before income tax BETERAIRHN 31,989
Income tax expense FiEHER (4,684)
Profit attributable to equity RABRFEEA
holders of the Company JEfRRM 27,305
Assets BE
Segment assets PEHEE 35,864 27,302 83,744 4,362 — 151,272
Unallocated assets ROREE 224,178
Total assets BEE 375,450
Liabilities BE
Segment liabiliies AHaE 6,617 27,467 4701 4,244 - 43,029
Unallocated liabilities KORERE 15,722
Total liabilities BEE 58,751
EFEBERARAQ A
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5 SEGMENT INFORMATION (Continued)

Primary reporting format — business segments

5 SEEHEE)

FEFBRE —EHIBER (B

(Continued)
Film exhibition,
licensing and Leasing of
Sale of  sub-licensing investment
goods of film rights properties Others Group
EYHH
RINRER
HEEm ERMRE HERENE it rEE
2006 2006 2006 2006 2006
“EERE ZEERE “EERE —EERE “EERE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETFT BETT BETT BT
Other information HingH
Capital expenditures FuNidar 11,156 3,555 5,745 — 20,456
Unallocated capital expenditures KD B BN 48,777
Total capital expenditures BERMRY 69,233
Depreciation and amortization of &K
leasehold land MELH 2B 1,128 46 66 4 1,244
Unallocated depreciation and KARFER
amortization of leasehold land BELzBH 640
Total depreciation and BRER
amortization of leasehold land BETH BH 1,884
Amortization charge of film rights ~ EZ i # 15,818 25,055 - - 40,873

UNIVERSE INTERNATIONAL HOLDINGS LIMITED
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5 SEGMENT INFORMATION (Continued) 5 SEEE (&)
Secondary reporting format — geographical RBOBHE — S PER
segments

Total Capital
Turnover assets  expenditures
e BEE BERMHEX
2007 2007 2007
—¥%tE —¥%tE —%%tE
HK$°000 HK$’000 HK$’000
BRETR BETT BETT
Hong Kong and Macau BB RRM 72,582 338,166 95,223
Asia (other than Hong Kong and Macau) Tl (BB RRFRIN 53,337 25,367 —
North America EEM 3,886 2,320 —
Australia and New Zealand BN RARE 115 — —
Europe M 5,869 241 —
Others Hit 451 38 -
136,240 366,132 95,223
Total Capital
Turnover assets expenditures
BXE BEE BERMRY
2006 2006 2006
ZETRE ZETRE ZEERF
HK$'000 HK$'000 HK$'000
BETT BETT BETT
Hong Kong and Macau B TR 64,963 360,620 63,488
Asia (other than Hong Kong and Macau) DMl (BH KRR 23,016 14,524 5,745
North America EEM 260 4 —
Australia and New Zealand BN RARE 200 — —
Europe B 4,491 160 —
Others Hit 475 142 —
93,405 375,450 69,233

ETEBRZERER DA
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6 LEASEHOLD LAND et
2007 2006
HK$’000 HK$ 000
Group FEH BEFRT BT T
Cost BN
Beginning of the year F) 10,068 12,941
Revaluation upon transfer to EEEREYE
investment properties 2 Efh
(Note 19) (KF3E19) — 164
Transfer to investment BEBRENE
properties (Note 8) Mz (HI5E8) — (8,037)
End of the year FR 10,068 10,068
Accumulated amortization EE ¥
Beginning of the year F4 1,037 820
Amortization for the year F S H# N 238 254
Transfer to investment HBERE
properties (Note 8) Mz (MIEE8) — (37)
End of the year $%§ 7777777777777777 1275 1,037
Net book value BREF(E
End of the year Fx 8,793 9,031
Beginning of the year F9) 9,031 12,121

The Group’s interests in leasehold land represents
prepaid operating lease payments and their net book

AEBEHE LM ERERNE
BHER  REK@FES NN

value are analyzed as follows: K
2007 2006
HK$’000 HK$ 000
EETR BT T
Held in Hong Kong on: EEERE -
Leases of between 10 to 50 years 10E50F B E 8,793 9,031

UNIVERSE INTERNATIONAL HOLDINGS LIMITED
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e R M R

PROPERTY, PLANT AND EQUIPMENT ME - WEREE
Machinery
Leasehold and Furniture Motor Office
Buildings improvements  equipment and fixtures vehicles  equipment Total
By HENEKE HEREE KGARKE RE  BAERE ek
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Group 50 BETL BETT BETT BETT EETT BETT BETT
Cost or valuation KA E
At 1st July 2006 RZZERE
+tA-R 14,309 6,573 26,006 1,492 762 6,925 56,067
Additions £ — — 529 - 1,411 136 2,076
Disposals (Note 34) HE (Fi3E34) - (283) (22) (57) - (46) (408)
At 30th June 2007 RZZZrE
~NAZTH 14,309 6,290 26,513 1,435 2,173 7,015 57,735
Accumulated depreciation 27 E
At st July 2006 RZTERE
+tA-A 1,306 6,171 24,307 1,387 279 6,601 40,051
Charge for the year FENE 325 82 599 27 317 190 1,540
Disposals (Note 34) L& (F13E34) - (212) (22) (17) - (43) (294)
At 30th June 2007 RIZZrE
~NAZTH 1,631 6,041 24,884 1,397 596 6,748 41,297
Net book value RHFE
At 30th June 2007 RZZZ2t%F
~A=TH 12,678 249 1,629 38 1,577 267 16,438
At 30th June 2006 RZZER%E
~A=TH 13,003 402 1,699 105 483 324 16,016

At 30th June 2007, net book value of machinery and
equipment held by the Group under finance leases is

HK$97,000 (2006: HK$187,000).

ETEBRZERER DA

MN-ZEELEA=1TH  K&£E
BEMERERE I REREHEZ
BREFEABI7,000L (ZFZ
JNEE B %187,0007T) ©
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7 PROPERTY, PLANT AND EQUIPMENT 7 M - WRRREE)

(Continued)
Machinery
Leasehold and Furniture Motor Office
Buildings improvements  equipment and fixtures vehicles  equipment Total
B HEYEKE HEREE GRRRE RE  BAERE ok
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Group £ BETT BETT BETT BETT BETT BETT BETT
Cost or valuation KA E
At 1st July 2005 e
+A—H 20,413 6,193 25,275 1,537 450 6,936 60,804
Additions b — 380 1,158 16 458 168 2,180
Disposals (Note 34) e (Fiita4) - - (427) (61) (146) (179) (813)
Transfer to investment BEZRE
properties (Note 8) % (H38) (6,489) - - - - - (6,489)
Revaluation upon transfer ~ EZE &N %
to investment properties  Z Eff
(Note 19) (Hz19) 35 - - - - - 385
At 30th June 2006 RZBEAE
/;\flzj‘iﬁi o 14§0g o 767579 o 7290967 o 71,47927 o ZG% o 76792:’) o 75670977
Accumulated depreciation ~ Z:tE
At 1st July 2005 N-ZERE
+A—H 1,023 6,059 24,052 1,379 222 6,557 39,292
Charge for the year FENE 3 12 682 69 174 221 1,630
Disposals (Note 34) e (Fiita4) - - (427) (61) (117) (177) (782)
Transfer to investment BRZRA
properties (Note 8) 0 (fte) (89) - - - - - (89)
At 30th June 2006 RZEEAF
~NAZTH 1,306 6,171 24,307 o 71,37877 o 57% o ,6L60,1 o 7407,0§1 B
Net book value REFE
At 30th June 2006 RZBEARE
~AZTH 13,003 402 1,699 105 483 324 16,016
The carrying value amount of buildings of the Group AEBZEFEREESTAOT
is analyzed as follows:
2007 2006
—ETtE —EEREF
HK$’000 HK$’000
BT BT T
Held in Hong Kong on: REBRA -
Leases of between 10 to 50 years 10250F B E 12,678 13,003

UNIVERSE INTERNATIONAL HOLDINGS LIMITED
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INVESTMENT PROPERTIES BEYE
2007 2006
HK$’000 HK$ 000
BT BT T
Beginning of the year F 51,845 38,400
Addition N — 5,745
Transfer from leasehold land and HHEE i METF
building (Notes 6 and 7) i (Fe&k7) — 9,400
Change in fair value NTHEZH 1,611 29,950
Disposals & (27,349) —
Transfer to non-current assets ERERENEZ
held for sale EREBEE — (31,650)
End of the year FR 26,107 51,845

The carrying value amount of investment properties

AEEZEYEKREED T

of the Group is analyzed as follows: Nk
2007 2006
—ETtE ZEERF
HK$’000 HK$’000
EETR BT T
Held in Hong Kong: REERE :
On medium-term lease 102504 Bif)
(10 to 50 years) FHIEE 20,030 46,100
Held outside Hong Kong: REBAINEE -
On medium-term lease 102505 Bif)
(10 to 50 years) RHEIEE 6,077 5,745
26,107 51,845
All investment properties were revalued at 30th June FIBIRENMER_ZTZTLF A=
2007 by an independent, professionally qualified THEBAASEEA—HAEZXE

valuer, BMI Appraisals Limited, a member of the Hong
Kong Institute of Surveyors engaged by the Group.
Valuations were based on current prices in an active

market.

EFERERERAA
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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 agreed
to sell the following investment property. The formal
agreement was signed on 4th April 2006. In
accordance with HKFRS 5, the investment properties
were presented as non-current assets held for sale
in the consolidated balance sheet as at 30th June
2006.

Property
E/E S

Consideration
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FEHEZERDEE

RZEBEERF=ZA-+=-H ARQ
RIZEEE2ENBAR BFME
KREBRRAB ([BEFWME]) 828
VE=ZEHIUBERDGE  BILEETF
MEREHE THIREME - EX
HEOCN _STENFEMAMNASR
il e $ETFHM5‘/H‘J CREREY
%EJJ_A 7 /\Eﬁ/\ﬂ +EZ,\T\
EEEBERTPEINAFIELEZ
EMBNEE ©

Completion date

R{&E 52 A B

20th Floor and car parking no. P59 on 2nd Floor,
Wyler Centre, Phase I, 192-200 Tai Lin Pai Road,
Kwai Chung, New Territories, Hong Kong

BB A ZEMAEB B 192520055

B im0 —Hi2012 K 218 B 1 P595R

On 1st August 2006, the transaction was completed
and a gain on disposal of approximately
HK$1,653,000 has been credited to the consolidated
income statement for the year ended 30th June 2007.

HK$33,303,400

1st August 2006

B#33.303,400r —EENFENA—H

_Z %Fjﬁ/\_? = /\/EE/\H H5

B R & 2 W 25 4974585 1,653,0007T
B ABE-_ZTT+FEA=1H

EFEZHEEBTmERA -
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10  FILM RIGHTS AND FILMS IN PROGRESS 10 BEXHRERREPZER
Films in
Film rights progress Total
e
SR ZEY k]
HK$’000 HK$'000 HK$’000
BT T BETFT BB T
Group 5B
Cost X 2R
At 1st July 2006 RZEERFLA—H 659,061 62,851 721,912
Additions R 7,110 86,037 93,147
Transfers R 81,112 (81,112) —
Write-off of expired film rights BB E F AR 2 M SH (193,351) — (193,351)
At 30th June 2007 RZZETLFA=+H 553,932 67,776 621,708
Accumulated amortization and RETEE
impairment Kor &
At 1st July 2006 RZZEZERFLA—H 626,177 — 626,177
Amortization for the year FEEHE 72,215 — 72,215
Impairment losses WEEE 4,006 — 4,006
Write-off of expired film rights B BB R R 2 S (193,344) — (193,344)
At 30th June 2007 RZEZLFA=Z1+H 509,054 — 509,0547
Net book value FEFE
At 30th June 2007 RZZEZLFRA=TH 44,878 67,776 112,654
At 30th June 2006 RZEERNFAA=TH 32,884 62,851 95,735

Amortization of approximately HK$72,215,000 (2006: IS LB T72,215,0000T (=

HK$40,873,000) is included in the cost of turnover in TERNF - E¥40,873,0007T) B
the consolidated income statement. PBRAEFEETR CEETNRAK
m o

EFERERERAA
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e B R M AT

FILM RIGHTS AND FILMS IN PROGRESS 10

EXMERREPZER (@)

(Continued)
Films in
Film rights progress Total
e
HK$’000 HK$’000 HK$’000
AT BB T AT
Group 5@
Cost R
At 1st July 2005 RZEERFHLA—H 704,941 40,586 745,527
Additions =R 13,382 47,926 61,308
Transfers R 25,661 (25,661) —
Write-off of expired film rights BB E S MR 2 W (84,923) — (84,923)
At 30th June 2006 RZEEXFA=TH 659,061 62,851 721,912
Accumulated amortization and ZETEE
impairment Kom &
At 1st July 2005 RZEERFLA—H 668,171 — 668,171
Amortization for the year FE#H 40,873 — 40,873
Impairment losses WEEE 1,928 — 1,928
Write-off of expired film rights B EA S R R 2 i 3H (84,795) — (84,795)
At 30th June 2006 RZEZXFRNA=1TH 626,177 — 626,177
Net book value REFE
At 30th June 2006 RZEERNFAA=TH 32,884 62,851 95,735
INVESTMENTS IN SUBSIDIARIES 11 MBATKRE
Company
AATF
2007 2006
—ETtHE —EERF
HK$’000 HK$’000
EETR BT T
Unlisted shares, at cost FE LR - EAKANE 52,052 52,052

UNIVERSE INTERNATIONAL HOLDINGS LIMITED
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INVESTMENTS IN SUBSIDIARIES (Continued) 11 KEBAFKRE @)
The following is a list of the subsidiaries as at 30th UTAR-ZZEZLFA=TAHZ
June 2007: MEBARRE :
Place of Particulars of
incorporation and issued Percentage of equity Principal activities
Name kind of legal entity share capital held by the Company and place of operation
AR EE#f FAT R TEEH
4] RiEEERER RARE RAEA REKHEY
Direct Indirect
Ef 3
*Universe Films (Holdings) British Virgin Islands, Ordinary US$100 100 - Investment holding in Hong Kong
Limited limited liability company
RERLEE LRRER100%T 100 - RARR BE
BREERA
Universe Laser & Video Hong Kong, Ordinary HK$1,000,000 - 100 Distribution of films in various
Co. Limited limited liability company videogram formats
in Hong Kong
ERRIRYERAR Bk BRELLA EERRA - 100 DAREEHARTEY
#1,000,00070 &iE
Universe Films Distribution Hong Kong, Ordinary HK$2 - 100 Sub-licensing of film rights and
Company Limited limited liability company film exhibition in Hong Kong
EFYRETERAR B ARELLHA TRRRRES2T - 100 BREVRERIZHNM  BE
Universe Interactive Limited Hong Kong, Ordinary HK$100 - 100 Operation of a web site
limited liability company in Hong Kong
RTEMMBBRAR B ARELLHA TRRERERI00T - 100 mem A%
Universe Information Hong Kong, Ordinary HK$10,000 - 100 Distribution of films in various
Technology Limited limited liability company 5% deferred videogram formats
HK$10,000 in Hong Kong
RTEARBBRAR B BRELLHA TRREE - 100 IARSEHARTES
%7%10,0007 Bk
5%EERAA
##10,0007
Universe Management Hong Kong, Ordinary HK$10,000 — 100 Provision of management
Services Limited limited liability company 5% deferred services for the Group
HK$10,000 in Hong Kong
ETHEERERAR B BRELLHA TRREE - 100 AASERHEEERY £k
#%10,0007
5%ERE R A
#%10,0007
* No registered Chinese names for these companies * I 5 A B ST A S AR

=
=

FEBRZERER AR
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11 INVESTMENTS IN SUBSIDIARIES (Continued) 1

Place of Particulars of
incorporation and issued Percentage of equity Principal activities
Name kind of legal entity share capital held by the Company and place of operation
AR EE#f FAT TEEH
4] REERRER REHE RAEA REKHEY
Direct Indirect
Ef 3
Universe Entertainment British Virgin Islands, Ordinary US$2 — 100 Investment in films production
Limited limited liability company and licensing of film rights
in Hong Kong
EFREBRAF ARENES ERREAZT - 100 RABYRERRHEZMRY
EREART B
*Universe Pictures International  British Virgin Islands, Ordinary US$2 - 100 Film acquisition agent
Limited limited liability company for the Group in Hong Kong
RERLEE LRk R2ET - 100 REEZTRRERE  BE
EREART
Universe Property Investment Hong Kong, Ordinary HK$2 - 100 Properties holding and rental
Limited limited liability company in Hong Kong
EFNERABRAA R BRELLA LERRAES 2L - 100 BERLENE  FE
Universe (China) Development  Hong Kong, Ordinary HK$2 — 100 Investment holding in Hong Kong
Limited limited liability company and investment in television
series production in the PRC
EF(HE)RRERATF Bk BRELLA LERRAES 2 - 100 RARK BERREARIEER
g8
*Globalink Advertising Limited ~ Hong Kong, Ordinary HK$2 — 100 Advertising agent for the Group
limited liability company in Hong Kong
Bk BRELLA LERRAES 2L - 100 REEZEERE FE
Century Creator Company Hong Kong, Ordinary HK$2 - 100 Investment in films production
Limited limited liability company in Hong Kong
EREHEEARAF Bk BRELLA LERRAES 2 - 100 RAEYRE BE
Matrix Productions Company Hong Kong, Ordinary HK$2 — 100 Investment in films production
Limited limited liability company in Hong Kong
HERIERRAR B BRELLA LERRAES 2L - 100 RAEYRE BR
Digital Programme Production ~ Hong Kong, Ordinary HK$2 - 100 Production of infotainment
Limited limited liability company programme in Hong Kong
BEHERFERAT R BRELLA LERRAES 2 — 100 REREANGE - FR
Universe International Hong Kong , Ordinary HK$2 — 100 Purchasing agent for the Group
Technology Limited limited liability company in Hong Kong
EFERREERAR B BRELLA LERRAES 2 - 100 REEZREAE Tk
* No registered Chinese names for these companies *UE 2 N R A A SR T

UNIVERSE INTERNATIONAL HOLDINGS LIMITED
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INVESTMENTS IN SUBSIDIARIES (Continued)
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11 KEBATRSE (&)

Place of Particulars of
incorporation and issued Percentage of equity Principal activities
Name kind of legal entity share capital held by the Company and place of operation
AR EE#f FAT TEEH
4] RiEEERER RAHE RAEA REKHEY
Direct Indirect
Ef 3
Universe Artiste Management  Hong Kong, Ordinary HK$10 - 100 Management of contracted
Limited limited liability company artistes in Hong Kong
RTEAEEBRAHF B BRELLA LRREREEI0T - 100 ERANEA BE
*Films Station Production Hong Kong, Ordinary HK$2 - 100 Films production in Hong Kong
Limited limited liability company
Bk BRELLA LRRERES2T - 100 BRI R
Universe Music Limited Hong Kong, Ordinary HK$2 - 100 Licensing & sublicensing of music
limited liability company programmes in Hong Kong
ETEEERAA B BREMLA LERRAES 2L - 100 RERERSEOERE B8
Universe Information & Hong Kong, Ordinary HK$2 - 100 Inactive
Entertainment Limited limited liability company
ETEBRARER AR B BRELLA LRRERES2T - 100 Tmez
Universe Industrial Hong Kong, Ordinary HK$2 - 100 Inactive
Development Limited limited liability company
EFIXERBRAA B BRELLA LTRRERER2T - 100 Tmez
Universe Intellectual Property Hong Kong, Ordinary HK$2 - 100 Inactive
Limited limited liability company
ETHNAERBRAA R BRELLA TRRERER2T - 100 Tmex
Joy Talent Investment Limited Hong Kong, Ordinary HK$1 - 100 Property holding and rental
limited liability company in the PRC
KEREFRAR B BRELLA EERRAESIT - 100 NEFERES  PE
*Universe Films Acquisition Hong Kong, Ordinary HK$2 — 100 Sublicensing of film rights
Limited limited liability company in Hong Kong
B BRELLA LRRERER2T - 100 BREYME B
Mutual Faith Investment Limited ~ Hong Kong, Ordinary HK$100 — 100 Property development
limited liability company in Hong Kong
LEREBRAT &R ARALAF LRRRAEB100T - 100 WEER BE
* No registered Chinese names for these companies *It 55 A ]I A S R B AR

=
=

FEBRZERER AR
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12 INTEREST IN AN ASSOCIATED COMPANY 12 HBEATHER
Group
XEE
2007 2006
—ETtE TEERF
Note HK$’000 HK$’000
B 5 HEETT BT IT
Share of net liabilities EIEFAE (a) (715) (712)
Amount due from an JE LS B o
associated company NARIFRIA (b) 1,505 1,487
Less: Provision for B RE
impairment B (790) (775)
Investment at cost: HELKAE -
Unlisted shares FE E MRS 1 1

J’/(Tﬁb_/\—? ?‘tﬂz/\ﬂ +Eﬁ
R E N RIMEFIS

The following is the details of the associated company
as at 30th June 2007:

Place of
incorporation Particulars of Interest held
Name and operation Principal activities issued shares held indirectly
A AR 3L R RAECET HERE
&H BB TEEH BRSBEE 2L
Elite Master Holdings Hong Kong Production of 400 ordinary share of 40%
Limited television series HK$1 each
XEEEBRAA i BHEEREER 400/ FROE T 40%
2 AR AR 1

T REBEE QRN BN -

The financial position of the associated company was

as below:
(Loss)/
Assets Liabilities Revenue Profit
(E548)/
&E BfE Wz EZF
HK$’000 HK$’000 HK$'000 HK$’000
BEF T BT T BETT BETT
2007 27 1,815 — (9)
2006 65 1,843 — 47

UNIVERSE INTERNATIONAL HOLDINGS LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

INTEREST IN AN ASSOCIATED COMPANY

(Continued)
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 and unaudited
financial statements for the year ended 30th June 2007.

(b) The amount due is unsecured, interest-free and
repayable on demand.

ETEBRZERER DA

12

e R M R

BrEAEEE (B

A

(a)

(b)

e

BERBEEDERN R ZBEE
ZERERNA=THEERZY
BHREERBE_ZTELFER A=
THRIEZ REERTBIMRLE
BEFDEAR o

PR RFRIBIEGEEAR - 2B RER
3B ENR (EE -
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INTEREST IN JOINTLY CONTROLLED 13 #FEiEfIEE#EL
ASSETS
The Group has entered into three jointly controlled AEEDIV=BHRREHEESR
asset arrangements to produce television series and U EEREERREY (_ =
a film (2006: four). The Group has participating ; NEF :POIE) o AEERLE
interests ranging from 60% to 80% in these joint LB A H60%%280%22 ,WE
ventures. As at 30th June 2007, the aggregate wmeoRZET+FAA=+H A
amounts of assets and liabilities recognized in the RS ERILIEL RS EELHE
consolidated financial statements relating to the 2w  BERGEMBmERTE
Group’s interests in these jointly controlled asset RZBFEERBREET :
arrangements are as follows:
Group
AEH
2007 2006
—ETtE ZEERF
HK$°000 HK$’000
BETT BT T
Assets BE
Television series RER 2 BR
in progess HER — 28,083
Television series rights BREB BB R E 3,196 —
Film in progress BUER 2B — 14,426
Accounts receivable & LT BR 3K 4,884 4,765
Prepayments FEfFRIA 747 512
Cash and bank balances Re RRITER — 39
8,827 47,825
Liabilities BE
Accounts payable FETER X 4,579 1,818
Accruals FEET A — 393
Deposits received 2lET® 335 10,789
4,914 13,000
Income A 41,836 —
Expenses 2H (41,445) —
Profit after income tax BRFTG T2 AT 391 —
LONG-TERM BANK DEPOSIT 14 RHERITER
The long-term bank deposit is fixed, denominated in RERITERBETE - WAETR

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. The carrying amount of long term bank
deposit approximates to its fair value.

HEEEMMNER -_EENFE=AN

HEH - FIEABFFIMN—AK
ﬂ EARBERITRIEREARE -
ﬁﬁﬂfﬁﬁf K2 REEEEQNFE
BE

UNIVERSE INTERNATIONAL HOLDINGS LIMITED
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ACCOUNTS RECEIVABLE FE Wt BR 7%
Group
AEH
2007 2006
HK$’000 HK$ 000
EETR BT T
Accounts receivable JrE U BR 3K 27,928 16,704
Less: Provision for impairment of  J& : J& U BR FURE
accounts receivable B (2,290) (395)
Accounts receivable — net T U BR 3N 25,638 16,309
The carrying amount of accounts receivable FEW BR 3R 2 BRE B B B A P 1E 4
approximates to its fair value. Ao

As at 30th June 2007, the ageing analysis of the
accounts receivable was as follows:

R-TT+EXA=+0 - EIKE
R BEEATMT :

Group

XEE
2007 2006
HK$’000 HK$ 000
BETR BT T
Current to 90 days BIEAZ=90H 11,808 10,014
91 days to 180 days 91HZ=180H 10,920 1,028
Over 180 days 180H A F 2,910 5,267
25,638 16,309

Sales of videogram products is with credit terms of 7
days to 60 days. Sales 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, and are internationally
dispersed.

The Group has recognized a loss of HK$2,000,000
(2006: HK$395,000) for the impairment of its accounts
receivable during the year ended 30th June 2007. The
loss has been included in other operating expenses
in the consolidated income statement. The receivables
charged to the allowance account of HK$105,000
(2006: HK$nil) are written off as there is no
expectation that the amount can be recovered.

EFERERERAA

HEHREMZEEHRRATEE
60 T%F - BRI - HHE MBI
BEXMEZHERFHH AR
HEAT o

EUSERY EETNEERR - F
RAEBRERZEP - ARMt
}Il:ltH_j/

EHZE-_ZZT+FA=+tHLHF
A Zli’ilﬁ‘dtﬁﬁﬂﬁlﬁﬁ%\mﬁﬁ
WERE1EE 12,000,000 (CEZ
JNEE : B%6395,0007T) © ILIEEE
EREERABRRAZEMmgE
BT - @B AL SVER O 3%
$3E - A EEBE105,0007T
(ZEEARF - 8) NERFENE
TER F sy -

85



86

< ANNUAL REPORT 2007 >

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

N,

16

17
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AN

it
INVENTORIES 16 &
Group
AEE
2007 2006
—EEtHF “EBERFE
HK$°’000 HK$’000
BETR BT T
Raw materials R 1,725 1,732
Finished goods RIAY oh 11,721 13,478
13,446 15,210
Less: Provision for slow-moving & : ##81F&
inventories B (4,449) (3,206)
8,997 12,004
The cost of inventories recognized as expenses and FE KA i wu%%?ﬁﬁjlﬁlu\
included in cost of turnover amounted to approximately ERAMNSREEFTHOEE
HK$12,577,000 (2006: HK$19,584,000). 12,577,0007TC (7 ST REF B
19,584,0007T) °
CASH AND CASH EQUIVALENTS 17 HRERRSEFEY
Group Company
F5E AT
2007 2006 2007 2006
—B%tE “EERF —EEtE “EEREF
HK$’000 HK$000 HK$’000 HK$'000
ERTR BT BT BETT
Cash at bank and in hand FOREGFR 2 4,635 3,776 78 60
Short-term bank deposits BHRITER 130,419 104,847 2,473 7,800
135,054 108,623 2,551 7,860
The effective annual interest rate on short-term bank EHRITERNERFNE52.65

deposits is ranged from 2.65% to 4.65% (2006:
ranged from 4.32% to 4.80%); these deposits have
an average maturity of 193 days (2006: 178 days).

[EZE4.65F (ZZEFNF : 4.32BF
4.802) ; WEHFHNFHEEE A
193K (ZEZNF  178K) °

UNIVERSE INTERNATIONAL HOLDINGS LIMITED
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SHARE CAPITAL [
Number of Ordinary
ordinary shares shares
EiEKREE A
HK$’000
ABET T

At 30th June 2006 and RZBEERFAA=THEHK

30th June 2007 RZZEZE+FA=1H 1,624,605,370 32,492

The total authorized number of ordinary shares is
5,000 million shares (2006: 5,000 million shares) with
a par value of HK$0.02 per share (2006: HK$0.02
per share). All shares issued are fully paid.

Share options

Pursuant to an ordinary 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 2007.

On 21st August 2007, the Company granted
143,460,537 share options to its employees at the
subscription price of HK$0.264 per shares option
which were vested immediately and exercisable for a
two-year period between 21st August 2007 and 20th
August 2009 (both days inclusive). Each share option
gives the holder the right to subscribe for one ordinary
share of the Company.

EFERERERAA

B /A TE EE ,ﬁ@%ﬁi%
5 000,000,000 (ZZFZ/XF ¢
5,000,000,000/%) © SR EE LS
¥0.0270 (ZZEZEANF : BRAIE
B1£0.027T) © FTEEEITRMDHEE
EEBRE -

Rt

BER-_ZEZE=F+—A=+/XAH
RERBFAS FESBBY —BEYE
BRBRR  AREBELMRAE
IR HEE R B — B A T 81 (88
AEHERTEI]) ©

R-TBE=F+—-A-t+BEZ
ZREFNA=ZTHHRE - LER
EREER IR LB -

RZEBEE+FNA-+—HB AR
AN RAREEB0.264THE 1
143,460,53717 BN B 55 /& N2 7] FA
FRE R _ZEZLFENF - +—
HE-_SEZAFNA-_+HERE -
BREEMR) RITHEZERET
HES - BHhERBELTEEAR
BREANE 2 —REBERGD -

87



< ANNUAL REPORT 2007 >

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
krB B ¥R R I aE

88

19 SHARE PREMIUM AND OTHER RESERVES 19 KRHrRERHEMGHEE
(a) Group (a) ZFEH
Reserve
Share arisingon  Revaluation
premium consolidation reserve Total
HekE
BRiriifE Friia e EftfE o
HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT AR BETT
At 1st July 2006 RZEE F+A—H 127,211 821 1,673 129,705
Revaluation reserve adjustment ~ HERENEHIHEL
upon disposal of investment EfbEE
properties wE - — (1,220) (1,220)
At 30th June 2007 RZEE+&XA=1H 127,211 821 453 128,485
At 1st July 2005 R-EZHRE+LA-H 127,211 821 1,220 129,252
Fair value adjustment upon RETHRET
transfer from leasehold land BRERENE
and buildings to investment L RTERE
properties (Note 7) (Fit5E7) — — 549 549
Deferred tax effect on fair value ~ EEHBRHAE
adjustment upon transfer from T RETEE
leasehold land and buildings to EREMEZATE
investment properties (Note 24) 2 F/ 2 (Hit24) - - (96) (96)
At 30th June 2006 RZEERFAA=TH 127,211 821 1,673 129,705

UNIVERSE INTERNATIONAL HOLDINGS LIMITED
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SHARE PREMIUM AND OTHER RESERVES 19 [RpitiEREtiHE (&)

(Continued)

(b) Company (b) ZAATH

Share Contributed
premium surplus Total
B4 & EHRR L
HK$’000 HK$'000 HK$'000
BETT BT AT T
At 30th June 2006 and RZBERFRAA=ZTHER
30th June 2007 —ETHERA=TH 127,211 51,852 179,063

The contributed surplus of the Company KRAREBHBRIIARAE

represents the difference between the nominal #H Universe Films

value of the Company’s shares issued in (Holdings) Limited 2 B 317

exchange for the issued shares of Universe D MEITARRRIRMD 2B

Films (Holdings) Limited and the value of net BEA-AANEFESRAZT

assets of the underlying subsidiaries acquired NBFWEHRBAR < EE

on 28th June 1999. Under the Companies Act FECER BREBRE—
of 1981 of Bermuda (as amended), the AN—FREEBFIAR) -

contributed surplus shall not be distributed to BEREEAAEEHE T

the shareholders if there are reasonable BN A BE#MBBRTEDIK

grounds for believing that: THRE :

(i)  the Company is, or would after the () ARAEFHRIKN
payment be, unable to pay its liabilities rEOERIHZE
as they become due; or f& ¢ 5K

(i)  the realizable value of the Company’s iy ZARRZEEANEE
assets would thereby be less than the BEERKNmMEZR
aggregate of its liabilities and its issued BEREEEDETR
share capital and share premium R K gt 5 (B Bk 2 48
accounts. & -

At Group level, the contributed surplus is RAKENE @ BERRBHE

reclassified into its components of reserves of FIABBEMB AR 2/

the underlying subsidiaries. 1 o

AMOUNTS DUE FROM/(TO) SUBSIDIARIES 20 FEW/ (FEF) MIB AT REmaREE

AND THE ULTIMATE HOLDING COMPANY

The amounts due are unsecured, interest-free and
repayable on demand.

EFERERERAA

IR A B RIE

TR REE - 28 RARRE
S EE -
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ACCOUNTS PAYABLE 21

As at 30th June 2007, the ageing analysis of the
accounts payable was as follows:

FE& {4 BR =K

R-ZEZLFRA=1TH  ENE

RZERE DT

Group

F&E
2007 2006
ZBTtHF ZETRE
HK$°000 HK$’000
BETT BT T
Current to 90 days BIEAZ=90H 1,551 4,335
91 days to 180 days 918 %180A 138 296
Over 180 days 180H A I 3,453 5,053
5,142 9,684

OBLIGATIONS UNDER FINANCE LEASES 22 RIEWRERIE

As at 30th June 2007, the Group’s obligations under
finance leases were repayable as follows:

R-BELFAA=TE  A%E
2 BA TR BRI AR A T SR

NER :
Group
AEH
2007 2006
—EEtHF —EERF
HK$’000 HK$’000
EETR BT T
Within one year —F R 40 95
In the second year EF 29 44
In the third to fifth year FE=EFRF 37 55
106 194
Future finance charges on BEHEAE
obligations under finance leases 2 &R gt & 7 1 — —
Present value of obligations BEMEAE
under finance leases 2 BE 106 194
The present value of obligations  §l & & E
under finance leases was Z A
as follows: LU
Withinoneyear - N o 95_
In the second year - 29 44
In the third to fifth year F-EFERF 37 55
106 194

UNIVERSE INTERNATIONAL HOLDINGS LIMITED
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OTHER LONG-TERM LIABILITIES 23 HithREI&(E
Group
FEH
2007 2006
—EEtEF TEERF
HK$’000 HK$’000
EETT BT T
Obligations under finance leases &t & i & & &
(Note 22) (Mt3E22) 66 99
DEFERRED INCOME TAX 24 REFTHEH
Deferred income tax assets and liabilities are offset EBEZTEANITHENEREREE
when there is a legally enforceable right to offset ERBAEUBAEEE - BREMm
current tax assets against current tax liabilities and BRSPS KRR —B R - AR
when the deferred income taxes relate to the same LTRSS EEHEE ET R - K
fiscal authority. The offset amounts are as follows: HEVRFEMT
Group Company
FE£E ¥, /N
2007 2006 2007 2006
“E%tE TETRE —EEtEF —EERF
HK$°000 HK$'000 HK$°000 HK$'000
BEFT BETT BETFT BB
Deferred income tax assets ~ #EIE TS T & &= (5,762) (5,447) (302) (264)
Deferred income tax liabilities & %L AT 15 %5 B (& 3,446 8,892 — —
(2,316) 3,445 (302) (264)

The amounts shown in the consolidated balance

sheet include the following:

KA BERERTRRBERE
AT

2007 2006

—ETtE —EERF

HK$’000 HK$’000

BEFRT BT T
Deferred tax income assets Bid12E A%
to be recovered after I Bl 7 iR iE

more than 12 months IS &E (5,762) (5,447)
Deferred tax income liabilities HBiB12(8 B 12
to be settled after ¥ 2 IRE

more than 12 months FrisfasE 3,446 8,892

EFEEERERQA
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24 DEFERRED INCOME TAX (Continued) 24 REF®H (&)
The movement of the deferred income tax (assets)/ RERIBELEMEH (BE) /G #
liabilities during the year is as follows: B -
Group Company
X5E xAF
2007 2006 2007 2006

“FFLE  —TTAF ZFFLE CTESA
HK$’000 HK$'000 HK$°000 HK$'000
BRI ARTT BB AT

Beginning of the year F1) 3,445 (1,335) (264) (206)
Deferred income tax EiRABREERL

(credited)/charged to BRMER

consolidated income (B 10k

statement (Note 29) (Fi5E29) (5,502) 4,684 (38) (58)
Deferred income tax HEREME

transferred to retained FroleEks

earnings upon the disposal ~ RE&EF

of investment properties BLERER (259) = = =

Deferred income tax arising ~ HENEE(E
from surplus on revaluation ~ Z#F73[#E

of investment properties ZIEREFTEH

charged to equity RER Pk

(Note 19(a)) (BH5E19(a)) — 9 - —
End of the year FI (2,316) 3,445 (302) (264)
Deferred income tax assets are recognized for tax EEATS TR E E T A R
losses carried forward to the extent that realization 2 A 335 18 R 2R B AR A e 1) 2 3R T
of the related tax benefit through the future taxable Frétes o BIIBBEIEER - A5E
profit is probable. The Group has unrecognized tax B ARERTIEE1E5%6,073,0007T
losses of HK$6,073,000 (2006: HK$5,415,000) to (ZZZT /N : 5,415,0007T) A] 4588
carry forward against future taxable income. A AR R ERYA »

UNIVERSE INTERNATIONAL HOLDINGS LIMITED
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DEFERRED INCOME TAX (Continued) 24 REF®H (&)
The movement in deferred income tax assets and FRELEFRSHEERBEZES
liabilities (prior to offsetting of balances within the (ER[A — BB b [ 2 A5 eR I S RT) 20
same taxation jurisdiction) during the year is as o
follows:
Group
F£0
Prepayment and others Accelerated tax depreciation Total
Deferred income tax liabilities EEFEHER ERREREMH MERERE ekl
2007 2006 2007 2006 2007 2006
“E¥EtE  -IIAF ZEEtE -EERF ZEEtE CIERE
HK$’000 HK$'000 HK$’000 HK$'000 HK$’000 HK$'000
BETT BETT BETT BETT BETT BETT
Beginning of the year 2 = 17 9,317 3,628 9,317 3,645
(Credited)/charged to income ~ RBZER
statement GENELS - (17) (5,348) 5,593 (5,348) 5,576
Transferred to retained earnings & Z R E &7 - — (259) - (259) -
Charged to revaluation reserve 1 Ef i EMB
(Note 19(a)) (HrE£19(a) - - - % - 9
End of the year FiR - — 3,710 9,317 3,710 9,317
Group
F£0
Tax losses Provisions Total
Deferred income tax assets  BEFBHEE HIEKRE B ekl
2007 2006 2007 2006 2007 2006
—B%tE  -TEAE O ZBEtE  —ITRE O ZB%tE TTNE
HK$°000 HK$'000 HK$°000 HK$'000 HK$°000 HK$'000
BRETT BETL BRETT BETL BETT BETT
Beginning of the year 3] (5,872) (4,970) - (10) (5,872) (4,980)
(Credited)/charged to income ~ RBHX
statement (GtA) A0k (154) (902) - 10 (154) (892)
End of the year G2 (6,026) (5,872) - — (6,026) (5,872)

EFERERERAA
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N,

24

25

e B R M AT

DEFERRED INCOME TAX (Continued) 24 GREFRSEH (&)
Company
AT
Tax losses and total
Deferred income tax assets BEFBHEE BIEBEREH
2007 2006
—ETtE —EERF
HK$’000 HK$’000
BEETT BETT
Beginning of the year F4 (264) (206)
Credited to income statement REZERFA (38) (58)
End of the year FI8 (302) (264)
OTHER GAINS — NET 25 HihMrz — F8R
Group
AERE
2007 2006
—ETtHE —EERF
HK$’000 HK$’000
BETT BT T
Interest income B IA 6,054 4,310
Gain on disposal of property, HEWE - Hes
plant and equipment Rz W — 41
Sponsorship income for film Uk
exhibition Wz 76 240
Deposits forfeited &R U 153 229
Net exchange gain F B R — 169
Bad debt written back 125 AR [0 43¢ — 242
Overprovision for long service REIRG 2 HERE
payment B — 11
Others Hib 81 571
6,364 5,813

UNIVERSE INTERNATIONAL HOLDINGS LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
,\/T\ 7f 173 ﬁ i’% W E\f

EXPENSES BY NATURE

Expenses included in cost of turnover, selling
expenses, administrative expenses and other

EUESEZER

PR A - HEER TR
ERMEMEEERANERDT

operating expenses, are analyzed as follows: W
Group
AEH
2007 2006
—EEtF —EERF
HK$’000 HK$’000
BETT BT T
Amortization of film rights ER-ATE: 250
(Note 10) (Mf5E10) 72,215 40,873
Amortization of leasehold land T & 4 o 8 8
(Note 6) (Mf5Ee) 238 254
Depreciation of owned assets BEEEZITE
(Note 7) (MI5E7) 1,450 1,552
Depreciation of leased assets HEEECIE
(Note 7) (MI5E7) 90 78
Impairment losses of film rights & & ki 2R (EE 18
(Note 10) (H3£10) 4,006 1,028
Impairment losses of film B ®
deposits 2 REEE 627 2,049
Impairment losses of JE U BR 3K
accounts receivable ZRIEEE 2,000 395
Provision for slow-moving ik R E=Y
inventories B 1,243 1,342
Provision for investment in NN
an associated company I B 15 —
Loss on disposal of property, HEME - SR
plant and equipment R BB 114 —
Write-off of expired film rights B BRSSO MRAE 2 W 4R 7 128
Write-off of inventories 7 B85 143 35
Employee benefits expenses EERMNAX
(Note 27) (Mt3x27) 21,118 17,147
Cost of inventories sold BEEFEKA 12,577 19,584
Advertising costs & & R AR 1,441 880
Direct operating expenses arising E4A B & W AR
from investment properties that & Y%
generate rental income BEEEEER 445 758
Auditor’s remuneration = E AN EN & 650 600

EFERERERAA
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N,

27

2 B 75 9 R

EMPLOYEE BENEFITS EXPENSES

On 1st December 2000, a Mandatory Provident Fund
scheme (“the MPF scheme”) was 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

27

ES®EFIFEX

R_ZEETFE+-—F—H  ARQA
EARE (BEHITESR)FIY—HE
BHMEATEETE ([BRESE
2l - BIERESEE - AEBZ
HEEZEEZEBARA (EER
EEBH M RTEERETENES]) 5%t
H BREEBAZHRERAS
#1,0007C ° WEER -_TZT=F
“A—HZRZBEBRAT ARG
4,000 RN ST =ZF— A
—BrzezBEBRATABEEKE
5,000t © A MRIE @ 81T

immediately vested in the employees as accrued HEEE ZHX - BRESHRX
benefits once they are paid. & 2 RAEBREEZR
BECEUE
Group
XEE
2007 2006
HK$’000 HK$ 000
EETR BT T
Wages and salaries T & & 18,132 14,380
Unutilized annual leave RAFR — 110
Staff welfare 8 TEA 2,528 2,217
Pension costs iR 17k/i\ﬁ$
— defined contribution plan REH-FKEE 458 440
Total (including directors’ R (pEES
emoluments) B %) 21,118 17,147

UNIVERSE INTERNATIONAL HOLDINGS LIMITED
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27 EMPLOYEE BENEFITS EXPENSES (Continued) 27 BE®RABEXZ &)

(a) Directors’ and senior management’s (a) EEREHREEAEZH
emoluments &
The remuneration of each Director for the year BHE-TTLFA=TH
ended 30th June 2007 is set out below: EFE  SEEHHFMA
BN
Salary,
housing Employer’s
allowances, contribution
and benefits  Discretionary  to retirement
Fees in kind bonuses scheme Total
e EE BREHE
Name of Directors ] B BMREVIR BiFke ERHEA ik
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETT BETT
Mr Lam Shiu Ming, Daneil #/N882c 4 — 2,640 2,500 12 5,152
Ms Chiu Suet Ying ESRTL — 2,640 150 12 2,802
Mr Yeung Kim Piu BagEE — 569 44 12 625
Mr Ng Kwok Tung MERESE 80 - - - 80
Mr Chiu Shin Koi HEMLE 80 — — — 80
Mr Ma Ting Hung BEEEE 80 - — - 80
The remuneration of each Director for the year BH=E ERFANA=ZTH
ended 30th June 2006 is set out below: 1E4F &_ B EE 8B
BN
Salary,
housing Employer’s
allowances, contribution
and benefits  Discretionary  to retirement
Fees in kind bonuses scheme Total
e EE BRETE
Name of Directors EEHA e BHEREYIE gk BB okl
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETFL BETL BETL BETFL BETr
Mr Lam Shiu Ming, Daneil  #/)\B %t 4 - 1,950 125 12 2,087
Ms Chiu Suet Ying SR T — 1,940 150 12 2,102
Mr Yeung Kim Piu RIS E - 517 22 12 551
Mr Ng Kwok Tung Mm% 4 80 — — — 80
Mr Chiu Shin Koi HEREE 80 - — - 80
Mr Ma Ting Hung BEEEE 80 - - - 80
Directors’ fees disclosed above include tESweBEEE N TS
HK$240,000 (2006: HK$240,000) paid to the JERITES Z we ?ﬁ%
independent non-executive directors. 240,0007T (ZZZRF -

#240,0007T) °

No directors waived emoluments in respect of $E)E4H%$Eﬂl§%%ﬁ2@ii: =
the years ended 30th June 2007 and 2006. ZEFR_ZBETRFRA=Z
THRIEFEZME -

EFERERERAA
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(b)

28 FINANCE COSTS

27 EMPLOYEE BENEFITS EXPENSES (Continued) 27 EEERAEX @)
Five highest paid individuals (b) HBmEFAL
The five individuals whose emoluments were rEBRARSFHFATEE
the highest in the Group for the year included ZH(ZEERF: ZR)A
three directors (2006: three) whose RNAIESE  BFECZMEFS
emoluments are reflected in the analysis EEAJ:EE%EEE o ﬁﬁ%ﬁ%%
presented above. The emoluments payable to BFAT(ZEZRF - M
the remaining two (2006: two) individuals B2 EENT
during the year are as follows:
Group
FEH
2007 2006
—EEtEF —EERF
HK$’000 HK$’000
BETT BT T
Basic salaries, housing EXge  BE
allowances, other AL HAM
allowances and benefits ENEY
in kind Mz 1,629 1,369
Contributions to retirement R {KET 2|
scheme R 24 24
1,653 1,393
The emoluments of each of these individuals ZEATZHE BB
fall within the emolument band of HK$nil to JTE A ¥1,000,0007T 2 48
HK$1,000,000. Al o
28 BAFERA
Group
FEH
2007 2006
—EEtEF TEERF
HK$’000 HK$’000
BETT BT T

Interest on bank loans wholly AR AFANBEE]
repayable within five years

ZIRITERZHE

UNIVERSE INTERNATIONAL HOLDINGS LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
,\/T\ 7f 173 ﬁ i’% W Ef

INCOME TAX (CREDIT)/EXPENSE

Hong Kong profits tax has been provided at the rate
of 17.5% (2006: 17.5%) on the estimated assessable

profit for the year.

29

Fiiah (E#) /&R

T)‘?&E%ﬁﬁ”ﬂﬁifz{ﬁf
17.5% (ZZEE R

BENE

FERRT 2 FI AR &

F 1 17.5%) e B o

The amount of income tax (credit)/expense (credited)/ B ERERMEN (0 /&
charged to the consolidated income statement g GTA) /ZiEmT -
represents:
Group
AEH
2007 2006
—EEtF —EEREF
HK$’000 HK$'000
EETR BT T
Hong Kong profits tax BHENEH 10 —
Deferred income tax (Note 24) EIEFTS L (B 5E24) (5,502) 4,684
(5,492) 4,684

The tax on the Group’s profit before income tax differs
from the theoretical amount that would arise using
the weighted average tax rate applicable to profits of

REB AR TS T AT B A TR -

MBI E

ff /8 X B & FE A e

BFHYHREmMEEE 2 EmEEERN

the consolidated subsidiaries as follows: ZRmR
2007 2006
—ETTtE TEERF
HK$’000 HK$’000
BETR BT T
Profit before income tax R P15 30 A & 7 6,034 31,989
Tax calculated at domestic tax EEBEBERHERN
rates applicable to profits in RE AR E R X
the respective countries STEMRIE 1,131 5,598
Income not subject to taxation ,mc\p%fﬂzﬂﬁli\ (1,297) (864)
Expenses not deductible for AR 2 &
taxation purpose 203 11
Reversal of taxable ERBEREER
temporary differences [o] £ (5,644) —
Unrecognized tax losses REWRZRIBEE 115 —
Utilization of previously EAPRAIARBHER
unrecognized tax loss 2 MIEEE = (61)
Income tax (credit)/expense Fris®: (e134%) /8 FA (5,492) 4,684

EFERERERAA
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30

31

e B R M AT

NET FOREIGN EXCHANGE (LOSSES)/GAINS

30 [ER (H8KR)/MmiFHE

The exchange differences recognized in the e BaRBERNEL ZHOE
consolidated income statement are included as ETHERA :
follows:
Group
AEH
2007 2006
—EEtF —EERF
HK$°000 HK$’000
BETT BT T
Other gains — net Hublas — 58 — 169
Other operating expenses Hih k&2 &M (62) —

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$37,000 (2006: profit of approximately
HK$19,726,000).

31 FABEZFHAAEMGRT

ARSI E ARERBFEERD
T EBRRTRIENEENART
37,0000 (ZEZERF - AF
4] 119,726,0007T) °

UNIVERSE INTERNATIONAL HOLDINGS LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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.

32

e R M R
BREF
%

SRESBFREAR DERHE
ABEEEF] - B AERE 5T %@
L E2e CEE R

2007 2006
—ETtE ZZTTR
Profit attributable to equity holders AR RIEZIFHE A
of the Company (HK$’000) G BF (B TT) 11,526 27,305
Weighted average number of BT E BRI
ordinary shares in issue FH 8 1,624,605,370 1,624,605,370
Basic earnings per share BRELRAF

(HK cent per share) (AR AL

0.71 1.68

The diluted earnings per share is not presented as
there were no dilutive potential ordinary shares
outstanding during the years ended 30th June 2007
and 2006.

AR _EELFR_FTTRFNA
Z+HIEMERT &ELB H#ER
B7OBETEBRRBNGTESZS 2
FREERF -

DIVIDENDS 33 KB
2007 2006
—TTtE ZEERF
HK$’000 HK$’000
BETR BT T
Proposed final dividend — HKS$nil ##)k & B % 2 &%
(2006: 0.9 HK cent) Timk — &
per ordinary share (ZZTEREF:
0.9711L) — 14,621

ETEBRZERER DA
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34 CASH GENERATED FROM OPERATIONS 34 EZBEELEZRS
2007 2006
—EFEtHE —EERF
HK$’000 HK$'000
BETR BETT
Profit for the year FRERAF 11,526 27,305
Adjustment for: HEIEE
— Income tax (credit)/expense — FR1EH (B /
(Note 29) # £ (3% 29) (5,492) 4,684
— Depreciation of owned assets -~ BEBEZTE 1,450 1,552
— Depreciation of leased assets - HEBEZTE 90 78
— Amortization of leasehold land ~ — %ﬁ%iﬂtﬁﬁﬁ 238 254
— Amortization of film rights — BRI 72,215 40,873
— Impairment losses of film rights — B Mg 2 B EE 18 4,006 1,928
— Write-off of expired film rights — BEAE fohR i 2 S 7 128
— Increase in fair value of - REME
investment properties Z N EE M (1,611) (29,950)
— Write-off of inventories — FEMH 143 35
— Loss/(gain) on disposal of — HEWME  HER
property, plant and equipment Bl 5t U € 114 (41)
— Gain on disposal of investment — HEXREWE
properties 2 Was (3,776) —
— Gain on disposal of non-current — HEFIEHEZ
assets held for sale FERBEE 2= (1,653) —
— Interest income — FEWA (6,054) (4,310)
— Interest on bank loans — RITEFRFE — 2
102 — Provision/(reversal of provision) —— FHf& A A
for investment in an associated RE R/
company (Bt ) 15 (18)
— Share of loss/(profit) of — JEHEEE QA
an associated company BB/ (BF) 3 (20)
— Impairment losses of - BYERERZ
accounts receivable BEEE 2,000 395
— Impairment losses of - BE¥R &2
film deposits WEEE 627 2,049
— Provision for slow-moving — WBHFE
inventories ] 1,243 1,342
Changes in working capital: EEEREE
— Film deposits - B¥i® 5,756 5,639
— Inventories - 55 1,621 3,977
— Accounts receivable — FEUER K (11,329) 15,515
— Deposits paid and prepayments — 271 & MFEMHFHE (2,282) (4,595)
— Pledged bank deposits — EEAEITER (2,000) 2,000
— Accounts payable — ERTERK (4,542) 2,139
— Other payable and accrued — Hih AR KR
charges FEEt T H 2,381 1,550
— Deposits received - BlET & 1,294 17,531
— Amount due to the ultimate — BN &EER
holding company ARIFRIA (83) —
— Amount due from an associated ~ — J& U B &
company ARIFRIA (18) 1,332
Cash generated from operations EEEECZRE 65,889 91,374

UNIVERSE INTERNATIONAL HOLDINGS LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

CASH GENERATED FROM OPERATIONS

(Continued)

In the consolidated cash flow statement, proceeds
from sale of property, plant and equipment,

34

,\/T\ 7f 1%

&M A

BEELEZRS @)

EZRARSRERAN  HEWE -
WRRRE  REVMERFELE

investment properties and non-current assets held for ZIEMBEENFERERE -
sale comprise:
2007 2006
—ETtE “EBERFE
HK$’000 HK$’000
EETR BT T
Property, plant and equipment  #1% - #28 %R &
Net book amount (Note 7) BREFE (H5E7) 114 31
(Loss)/gain on disposal of HEWE - HER
property, plant and equipment Btz (BB M (114) 41
Proceeds from disposal of HEME  HER
property, plant and equipment B2 TSR — 72
2007 2006
—ETTtE —EERF
HK$’000 HK$’000
BETR BT T
Investment properties BEYME
Net book amount (Note 8) BREFE (H5E8) 27,349 —
Gain on disposal of investment HEREYE
properties pal & 3,776 —
Proceeds from disposal of HEREYE
investment properties 2SR 31,125 —
2007 2006
—EEtE ZEERF
HK$’000 HK$’000
EETR BT T
Non-current assets held for sale ##{EHEZEFREEE
Net book amount (Note 9) BREFE (H5E9) 31,650 —
Gain on disposal of non-current  HEFELRE 2
assets held for sale JEMBE B 2 W 1,653 —
Proceeds from disposal of HERFELE 2R
non-current assets held for sale  EBEE Z 115 33,303 —
EFBEBEERER AT
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35

36

e B R M AT

BANKING FACILITIES

At 30th June 2007, banking facilities of approximately
HK$30 million (2006: HK$50 million) granted by banks
to the Group, of which none (2006: HK$nil) have been
utilized by the Group, were secured by the following:

(i) charge on the time deposits of a subsidiary of
the Company of HK$4 million (2006: HK$2
million); and

(i)  corporate guarantees given by the Company.

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 alleges 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).

35

36

RITREE
RZZZLFRA *—1— B R&HE
EZHBTRHERTREQER

30,000,00075(_3 TONF B
50,000,0007T) - 3¢ LA 5 & IE/E
B B AREEWESHIFETR
B(ZZETRF &\

(i) UWARAG—FHBARZE
HHT 7B #:.4,000,0007T (=
ZTERF : E#2,000,000
Jo) B &

(i) BEARRARRHERFER -

AR REFL
RIZZE_FMA+ER BIUSF
=—EEEBIIARAR ([2E])#H
ARREE2EMNBRREFTRE
BRAR ([EFRE]) ZH 2 RN
EERAEERERR o

BB R APIETE S TIRLLE
M H % £1935,871.65% 7 (*E#EA
75¥57,299,798.847L)  EAEDFE—
WmEBI PRI ZEF ([ZE
1) 2 BB o

REEESS IR T =F—
H +— Eﬂﬁ?‘éz%‘a (ME=D -
FIRBEBEBES NEREBI B
%5 495, 699.807E BNEFIREE
% E & Mm% Miramax Films (Bl3% &
FZRERA AN) WELZ 2B 10 ik 4
BEREBREZIHNH TR - BEZ
2SS BFREFBREERL &
%8785 #350,905.3070 2 FI| B K H 55
ZESHESBNER  EEEBHAE
S - BREBESTERKERA
#935,871.65% ;t (HEN B
7 299 798.8470) Z B RIE - #Hult
IREERBEELEBBNGT
z%;%ﬁz,%ﬁ/%ﬁﬁ ,804,099.047T (BN/&#E
7,299,798.84 TR ¥ 5,495,699.80
TO) Z FBHEITIE ©
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PENDING LITIGATIONS (Continued) 36 ERREFFE E)
On 30th April 2002, UEL issued a Writ of Summons RZZBZ_FHA=1H  BFR
against the Star above for the latter’s wrongful LEEBEHEATRK  HhaiE
exploitation of certain rights in the Movie co-owned BEETEMERBENE R HA%E
by both parties. UEL claimed to recover loss and BZHBERR2ETHEN - %?ﬁﬁ
damages suffered by UEL as a result of the wrongful LI B SR Z T E T AER
exploitation. FRETZ 2 —1) TE%&TEEE °
On 9th September 2002, Universe Laser & Video Co. E’\fg‘gfijlﬂ jl Ei RREZ
Limited (“ULV”), an indirect wholly owned subsidiary Fﬁ%ﬁ’iéﬁﬁ% R
of the Company issued a Writ of Summons against NGRS ffEE%TJ) l?ai#ﬁ&?ﬁ
Star for the latter’s infringement of the licensed rights %?ﬁ%%?ﬁi%ﬁ%ﬁﬁﬁE’\Jﬁ%’ﬁgﬂ
in the Movie held by ULV. ULV claimed to recover all mmEEHERSR - EFESER
loss and damages suffered by ULV as a result of the EBNALERETAMRR 2 —1
said infringement. REBERESE -
In the opinion of legal counsel, it is premature to BBEAEBEMRZER - BEREA
predict the outcome of the claim against UEL. The HEFIRENRES %ﬁ%?Z?ﬂ
Board is of the opinion that the outcome of the claim FommA - é% SRAHE
against UEL will have no material financial impact to I RE & N ffé‘%l%%ﬁ
the Group. ﬁﬁﬁngﬁ °
Save as disclosed above, as at 30th June 2007, no Br EXXFriRERE SN Tg@‘ti
litigation or claim of material importance is known to /\JEJ =+8- Eﬁ%%ﬁﬁ%ﬂ PIN/N
the Directors to be pending against either the S E AR EA ﬂjﬁ,ﬁ?\@ﬁfﬂﬂé
Company or any of its subsidiaries. RIFRHRE
COMMITMENTS 37 RkiE
(a) Operating leases (a) =B
As at 30th June 2007, the Group had future R_ZEZE+FRA=1H "
aggregate minimum lease payments under ZK;’%I*E?FTT%H%Z?%E
non-cancellable operating leases as follows: MEMRRREZ N 2 &IEMRE
ENRBENT :
Group
AEHE
2007 2006
—E2tEF —EERF
HK$’000 HK$’000
BETR BT T
Land and buildings T RAETF
Not later than one year THB—F 2,400 —

EFERERERAA
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37 COMMITMENTS (Continued)
(b) Others

As at 30th June 2007, the Group had

37 kiE(E)
(b) Hitt

_7

—ETLFEXNA=TH

commitments contracted but not provided for K%‘%l BRI ERREE Y
in these consolidated financial statements as MR BHE 2 AENT -
follows:
Group
XEE
2007 2006
—ETtE —EBERFE
HK$’000 HK$’000
BETT BT T
Purchase of film rights and B8 & & & i &
production of films B RE 22,010 39,016
Note: As at 30th June 2007, the Group had no any T RIZEZTLEFARAZ=ZT
commitment in respect of jointly controlled B AEETETFRER
assets (2006: HK$nil). FLRI % ) & 2 ) e A

38 FUTURE OPERATING LEASE
ARRANGEMENTS

As at 30th June 2007, the Group had future aggregate
minimum lease receipts under non-cancellable
operating leases as follows:

/\ \|

77/\£E ﬁ)

38 XRRESHERH

R-ZEZLFRA=1H  A&E
ﬁL/{TT—J%HﬁZ?%ngifﬁﬁﬁﬁﬂi
RUE 2 A E IR

Group
xKEEH
2007 2006
—TTtE ZEERF
HK$’000 HK$’000
BB BT T
Not later than one year TBiE—F 1,059 3,594
Later than one year and HEiE—F &
not later than five years THBAF 352 1,127
1,411 4,721
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39 RELATED PARTY TRANSACTIONS

(@)

On 19th December 2006, ULV entered into a
tenancy agreement with Rainbow Nice Limited
(“BRNL’) whereby ULV agreed to lease a
premises (the “Premises”) from RNL for a term
of 3 years commencing from 1st January 2007
for the use of Mr Lam Shiu Ming, Daneil and
Ms Chiu Suet Ying, the directors of the
Company, for residential purpose. The monthly
rental payable by ULV is HK$200,000 which is
inclusive of furniture, fixtures and home
electronic appliances but excluding
government rent, rates, taxes and all other
outgoings. The entire issued share capital of
RNL, the landlord of the Premises, is
beneficially owned by Ms Chiu Suet Ying.

During the year ended 30th June 2007, ULV
had paid rental on apartment leased for
directors of HK$1,200,000 (2006: HK$nil) to
RNL.

During the year ended 30th June 2007, ULV
had paid rental on motor vehicles and
apartment leased for directors of HK$125,000
(2006: HK$300,000) and HK$480,000 (2006:
HK$840,000) to Mightlong Investments Limited
(a company incorporated under the Hong Kong
Companies Ordinance with limited liability)
(“MIL”) and Mass Express Development Limited
(a company incorporated under the Hong Kong
Companies Ordinance with limited liability)
(“MEDL”), respectively. The entire issued
share capital of MIL is owned by Globalcrest
Enterprises Limited (“Globalcrest”), a
substantial shareholder of the Company, and
the entire issued share capital of MEDL is
beneficially owned by Ms Chiu Suet Ying.

EFERERERAA

B B % R MY

39 FEANEZERS

(a)

EA:iEf/\$+ A+ h
FRGTEEERRA
ﬁ(r%ﬁﬁ JRI HE W
Bt EFREIEEREE
%ﬁﬁﬁ—%%(ﬁ%%%b y=1
H=F B-_ZZ+F—A8
—BFE - AEMRRBELEE
MHEERZLT (AR ﬂZ%
=) BEEERE - EFEY
ﬁs\ﬁzmﬂz%/%ﬂ%zoo,ooo
ﬁ(@a%@?ﬁ[\ CEEBENRES
BN EIEME  Ef
TRIE&FﬁﬁE11ﬂ§ZHj> wE
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39

40

41

e B R M AT

RELATED PARTY TRANSACTIONS (Continued) 39 FRAEALZXS (&)
(c)  Details of key management compensation (c) FEERERMM
Group
AEH
2007 2006
—ETtE ZEERF
HK$’000 HK$’000
EETR BT T
Salaries and other short-term % & & H b 52 #§
employee benefits & B & A 10,172 6,073
Employer’s contribution to  iR/K&HE|
retirement scheme 1B £ 2 3k 60 60
10,232 6,133
Save as disclosed above and elsewhere in BR LSRR E Rt AR e I
these consolidated financial statements, no BEERPI - AEEWEET
other material related party transactions have VEMBERBEREALTR
been entered into by the Group. The 5 %ERGBE—MRAEE
transactions were carried out after negotiations BREAREBREEATE
between the Group and the related parties in RIBHETT
the ordinary course of business.
EVENTS AFTERTHE BALANCE SHEETDATE 40 #HEB#%EIE
Save as disclosed in Note 18, on 21st August 2007, BANMITE18FTIREE - M _TTLF
the Company granted new share options to its NAZ+—H  KAAREHER
employees. The Group is in the process of making an HETYERS - AEERIEREZSE
assessment of the accounting impact to the ZEN\FRA= +EJL¢FZ?V?\A
consolidated financial statement for the year ended WBMER 2GR EEITI -
30th June 2008.
ULTIMATE HOLDING COMPANY 41 RBERAT

The directors regard Globalcrest, a company
incorporated in the British Virgin Islands, as being
the ultimate holding company of the Company.

BERE RNEBEEZBEETMAK
37 7 Globalcrest &N A 7] 2 fx 4% 4%
[ NCIR

-

UNIVERSE INTERNATIONAL HOLDINGS LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
iRB B ¥R R MY AR

42 POSSIBLE IMPACT OF AMENDMENTS, NEW 42 CECHEHGEREBE-SFTtLtES

STANDARDS AND INTERPRETATIONS BA=+8 1t FEEEsHHR R kK
ISSUED BUT NOT YET EFFECTIVE FOR THE AW IERT - FERR2EH
ANNUAL ACCOUNTING PERIOD ENDED BESE

30TH JUNE 2007

Up to the date of approval of these consolidated HEMGEUBREROERR -
financial statements, the HKICPA has issued the ERGHEASE /MU TIEET -
following amendments, new standards and BRI NERRE - BREER] - k&
interpretations which are not yet effective for the AIRZERBE_ZTTLF A=
accounting period ended 30th June 2007 and which TR IEgEEERARER - AR
have not been adopted in these consolidated financial UL AR & B Rk R AR -
statements:

Effective for
accounting periods
beginning on or after
RUTHHASZE
RGN E IR EN

HKFRS 7 Financial Instruments: Disclosures 1st January 2007

BITSAER| 7 TRIA K& —EE+F—-H—H

Amendment to HKAS 1 Presentation of Financial Statements 1st January 2007

— Capital Disclosures

A BHBRENZE — EARE —FE+E—F—R 09

HKAS 23(Revised) Borrowing Costs 1st January 2009 —

Gt ERI23 (K 1EAT) fEERAR —EZNF—-HA—H

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

&5 (AR BRE h ER B S R KO E —EZRF+—H—H
ZEZE®)—2F10

HK(IFRIC) — Int 11 HKFRS 2 — Group and Treasury Share 1st March 2007

Transactions

ENACT S IR — KEREERHR S —ZTE+F=HA—H
REZEg)— 2EF N

HK(IFRIC) — Int 12 Service Concession Arrangements 1st January 2008

& (BB GHRE AR TS FF e i 2 BE —TENF—-HA—H
ZRELZE®)— %E12

HK(IFRIC) — Int 13 Customer Loyalty Programmes 1st July 2008

E8 (ERM RS BEFERHMEER —EZNFtHA—H
2EEZEg)— RE13

HK(IFRIC) — Int 14 HKAS19 — The Limit on a Defined Benefit 1st January 2008

Asset, Minimum Funding Requirements
and their interaction

&8 (BBRY RS BB —REXHEEN LR - —EEN\F—-H—H
2ELZEe)—R2EF14 REIBEERLRHBEEXE

HKFRS 8 Operating Segments 1st January 2009

A5 #ERI8 EED B —EENF—-HA—H

EFERERERAA
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42

Ra BB mRRN

W

POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR THE
ANNUAL ACCOUNTING PERIOD ENDED
30TH JUNE 2007 (Continued)

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 of initial application, but not yet in a position
to state whether these amendments, new standards
and new interpretations would have a significant
impact on the Group’s results of operations and
financial position.

42

ERGERBEE_BTLER
A=tHIEFESHEEER
e 1EaT « BRI RERED
BEXNE H)

REBEENEZFER - #EL
KRN & RRAEE S &K
MFE  BREEEZRFER
HE R RES R H AR ENE
LRERMBINUERERTE

UNIVERSE INTERNATIONAL HOLDINGS LIMITED
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PRINCIPAL PROPERTIES HELD FOR INVESTMENT PURPOSES
TENXBEEREAR

Hong Kong

Location

Hh B

Lot number

b By

&

Type
ER

Lease term

HEFH

Unit A,17th Floor,

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

New Territories

Hong Kong

BB AZRANEGE
192% 20057

Z w088 — B

T AR

Unit B,17th Floor,

Wyler Centre Phase I,
192-200 Tai Lin Pai Road,
Kwai Chung,

New Territories

Hong Kong
BAMRZBREE
192% 20055

Z w088 — B

T EBEE

Kwai Chung Town
Lot number 130

2% 58 77 [ HD E% 1305%

Kwai Chung Town
Lot number 130

2X 0/ T & 1 EX 1305%

The People’s Republic of China

Location

Hh 25

Industrial

T

Industrial

T

PEARLFE

Type
EH

2047

“ETMF

2047

“EMEF

Lease term

HEFHY

No. 1501, 15th Floor,

Block 24, 5N (Jianwai) SOHO,

39 Dongsanhuan Zhonglu Road,

Chaoyang District,
Beijing, the PRC

B At R EA 5 @ B = R A B 3955

ZINSOHO 245712 5515/ 150157

EFERERERAA

Commercial

CES

2052
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FIVE YEAR FINANCIAL SUMMARY
A FMGERE

Results #£i5
Year ended 30th June
BE A=+HLEE
2007 2006 2005 2004 2003
“B%tE -—TTRF CZTTRFE CZTTWE C—TT=F
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

EETT BETIT BETT BETIT BETT

Turnover EEE 136,240 93,405 175,951 227,605 251,246
Profit/(loss) bR PT1SRU AT

before income tax AR/ (E5E) 6,034 31,989 11,854 (23,644) (34,112)
Income tax credit/ FTi5H:

(expense) m#/ (&) 5,492 (4,684) (2,016) 4,126 5,802

Profit/(loss) attributable 7872 B4 &
to the equity holders ~ #7H AFE(fL

of the Company AR/ (E5E) 11,526 27,305 9,838 (19,518) (28,310)
Proposed final dividend #/& A& Ef% 2. — 14,621 — — —
] Assets and liabilities EEREBE
112
As at 30th June
®7<B=+H
2007 2006 2005 2004 2003
“BT%tE —TTXF —TTHFE —TTNE —TT=F
HK$’000 HK$'000 HK$’000 HK$’000 HK$’000

EETR BETIT BETT BETIT BRI

Total assets BEE 366,132 375,450 321,500 347,048 292,043
Total liabilities @afE (52,269) (58,751) (32,559) (69,165) (71,117)

UNIVERSE INTERNATIONAL HOLDINGS LIMITED
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