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1. GENERAL

The Company was incorporated in Bermuda as an exempted company
with limited liability and its shares are listed on The Stock Exchange

of Hong Kong Limited.

The principal activities of the Group are production of and trading
in video products, film production, distribution of motion pictures
and television drama series, programme broadcasting, investment

holding and design and production of advertisements.

2. ADOPTION OF STATEMENTS OF STANDARD
ACCOUNTING PRACTICE

In the current year, the Group has adopted, for the first time, a number
of revised and new Statements of Standard Accounting Practice

(“SSAPs”) issued by the Hong Kong Society of Accountants.

Other than as disclosed below, the adoption of these revised and
new SSAPs has not resulted in any changes to the Group’s accounting
policies that have affected the amounts reported for the current or
prior periods. In addition, these revised and new SSAPs have
introduced additional and revised disclosure requirements which have
been adopted in these financial statements. Comparative disclosures
for the prior year have been restated in order to achieve a consistent

presentation.
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2. ADOPTION OF STATEMENTS OF STANDARD
ACCOUNTING PRACTICE (continued)

Goodwill and impairment of assets

In the current year, the Group has adopted SSAP 30 “Business
Combinations” and has elected not to restate goodwill and negative
goodwill previously eliminated against and credited to reserves.
However, impairment loss in respect of goodwill that arose between
the date of acquisition of the relevant subsidiaries and the date of
adoption of SSAP 30 has been recognised retrospectively in
accordance with SSAP 31 “Impairment of Assets”. Goodwill arising
on acquisitions prior to 1 January 2001 continues to be held in
reserves and will be charged to the income statement at the time of
disposal of the relevant subsidiary, or at such time as the goodwill is
determined to be impaired. Negative goodwill arising on acquisitions
prior to 1 January 2001 will be credited to income at the time of

disposal of the relevant subsidiary.

Goodwill arising on acquisitions on or after 1 January 2001 is
capitalised and amortised over its estimated useful life. Negative
goodwill arising on acquisitions on or after 1 January 2001 is
presented as a deduction from assets and will be released to income
based on an analysis of the circumstances from which the balance

resulted.

SSAP 31 prescribes procedures to be applied to ensure that assets
are carried at not more than their recoverable amounts. The
recoverable amount of an asset is defined to be the higher of its net
selling price and its value in use. The Group determines the value in
use of its assets (including property, plant and equipment, goodwill
arising on business combinations accounted for using the purchase
method and intangible assets) as the present value of estimated future
cash flows together with estimated disposal proceeds at the end of
its useful life. The Group is required to assess at each balance sheet
date whether there are any indications that assets may be impaired,
and if there are such indications, the recoverable amount of the assets

is to be determined.
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2. ADOPTION OF STATEMENTS OF STANDARD
ACCOUNTING PRACTICE (continued)

Goodwill and impairment of assets (continued)

The Group has performed an assessment of the fair value of its assets,
including the related goodwill that had previously been charge to
reserves, as at 31 December 2000. As a result, the Group has
retrospectively restated its previously reported net loss for the year
ended 31 December 2000 by HK$25,000,000 for the impairment loss
recognised on goodwill held in reserves arising from the acquisition
of subsidiaries. In the opinion of the directors, the carrying value of
the assets of these subsidiaries as at 31 December 2000 represented
the value in use of these assets. The carrying value was determined
with reference to the valuation performed by American Appraisal
Hongkong Limited as at 30 September 2000, which after making due
enquiry, the directors were satisfied that it was not materially different
from that at 31 December 2000. The valuation was determined based
on the present value of the expected future revenue which was
derived from discounting the projected cash flow by a discount rate.

The discount rate used was 25.5%.
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M B Wk WGk
NOTES TO THE FINANCIAL STATEMENTS

2. ADOPTION OF STATEMENTS OF STANDARD

ACCOUNTING PRACTICE (continued)

Goodwill and impairment of assets (continued)

The financial effect of the adoption of these new accounting policies

is summarised below.

7 45
THE GROUP
W Gl R ROk
Goodwill Accumulated B
reserve losses Total
HKS$ HKS$ HKS$
At 1 January 2001
As originally stated 147,915,356 47,563,546 195,478,902
Retrospective recognition
of impairment loss
recognised on goodwill
held in reserves (25,000,000) 25,000,000 —
As restated 122,915,356 72,563,546 195,478,902

The effect of this change in accounting policies on the results for

the current and prior periods is as follows:

3|

THE GROUP
—RRH CEEEE
2001 2002
# L T
HKS$ HK$
Amortisation of goodwill 16,985,384 —

Impairment loss recognised on goodwill

held in reserves 38,665,494 25,000,000
55,650,878 25,000,000
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2. ADOPTION OF STATEMENTS OF STANDARD
ACCOUNTING PRACTICE (continued)

Goodwill and impairment of assets (continued)

Reconciliation of the loss for the year ended 31 December 2000 is as

follows:

AR

THE GROUP
ZEREEF
2000

87

HKS$

31,100,606
25,000,000

Loss as originally stated
Impairment loss recognised on goodwill held in reserves

Loss as restated

56,100,606
3. SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical
cost convention as modified for the revaluation of investments in
securities and in accordance with accounting principles generally
accepted in Hong Kong. The principal accounting policies adopted

are as follows:
Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to 31

December each year.

The results of subsidiaries acquired or disposed of during the year
are included in the consolidated income statement from the effective
date of acquisition or up to the effective date of disposal, as

appropriate.
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3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

Goodwill

Goodwill arising on consolidation represents the excess of the cost
of acquisition over the Group’s interest in the fair value of the
identifiable assets and liabilities of a subsidiary or associate at the

date of acquisition.

Goodwill arising on acquisitions prior to 1 January 2001 continues
to be held in reserves and will be charged to the income statement
at the time of disposal of the relevant subsidiary or associate or at

such time as the goodwill is determined to be impaired.

Goodwill arising on acquisitions on or after 1 January 2001 is
capitalised and amortised on a straight-line basis over its useful
economic life. Goodwill arising on the acquisition of associates is
included within the carrying amount of the associates. Goodwill
arising on the acquisition of subsidiaries is presented as a separate

intangible asset.

On disposal of a subsidiary or an associate, the attributable amount
of unamortised goodwill or goodwill previously eliminated against
or credited to reserves is included in the determination of the profit

or loss on disposal.

Investments in subsidiaries

Investments in subsidiaries are included in the Company’s balance

sheet at cost, less any identified impairment loss.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Interests in associates

The consolidated income statement includes the Group’s share of
the post-acquisition results of its associates for the year. In the
consolidated balance sheet, interests in associates are stated at the
Group’s share of the net assets of the associates plus the premium
paid on acquisition in so far as it has not already been amortised to

the income statement, less any identified impairment loss.

The results of associates are accounted for by the Company on the
basis of dividends received or receivable during the year. In the
Company’s balance sheet, investments in associates are stated at cost,
as reduced by any identified impairment loss.

Revenue recognition

Sales of video products are recognised when goods are delivered

and title has passed.

Distribution fee income is recognised when the master materials have

been delivered.

Royalty income is recognised on an accrual basis in accordance with

the terms of the relevant agreement.

Production fee income is recognised when the services are rendered.

Dividend income from investments is recognised when the Group’s

rights to receive payment have been established.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition (continued)

Interest income is accrued on a time basis, by reference to the

principal outstanding and at the interest rate applicable.

Service income, advertising income and management fee income are

recognised when the services are rendered.

Rental income under operating leases is recognised on a straight-

line basis over the relevant lease term.

Property, plant and equipment

Property, plant and equipment is stated at cost less depreciation and

amortisation and any accumulated impairment losses.

Depreciation or amortisation is provided to write off the cost of items
of property, plant and equipment over their estimated useful lives
and after taking into account their estimated residual value, using

the straight-line method, at the following rates per annum:

Over the term of the lease
4.5% - 5%
20% - 25%
10% - 20%
18% - 25%
15% - 20%

Leasehold land

Buildings

Leasehold improvements
Furniture and fixtures
Machinery and equipment

Motor vehicles

The gain or loss arising from disposal or retirement of an asset is
determined as the difference between the sale proceeds and the
carrying amount of the asset and is recognised in the income

statement.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment

At each balance sheet date, the Group reviews the carrying amounts
of its tangible and intangible assets to determine whether there is
any indication that those assets have suffered an impairment loss. If
the recoverable amount of an asset is estimated to be less than its
carrying amount, the carrying amount of the asset is reduced to its
recoverable amount. Impairment loss is recognised as an expense
immediately, unless the relevant asset is carried at a revalued amount
under another SSAP, in which case the impairment loss is treated as

revaluation decrease under that SSAP.

Where an impairment loss subsequently reverses, the carrying amount
of the asset is increased to the revised estimate of its recoverable
amount, such that the increased carrying amount does not exceed
the carrying amount that would have been determined had no
impairment loss been recognised for the asset in prior years. A reversal
of an impairment loss is recognised as income immediately, unless
the relevant asset is carried at a revalued amount under another SSAP,
in which case the reversal of the impairment loss is treated as a

revaluation increase under that SSAP.

Investments in securities

Investments in securities are recognised on a trade-date basis and

are initially measured at cost.

All securities are measured at subsequent reporting dates at fair value.

Where securities are held for trading purposes, unrealised gains and
losses are included in net profit or loss for the year. For other
securities, unrealised gains and losses are dealt with in equity, until
the securities are disposed of or are determined to be impaired, at
which time the cumulative gain or loss is included in net profit or

loss for the year.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Inventories

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

Cost is calculated using the first-in, first-out method.

Film rights

Advances made by instalments during the production of films or
television drama series under licensing agreements for reproduction
and distribution of audio visual products and for sub-licensing of
film titles or television drama series, in specific geographical areas
and time periods, are recorded as prepayments. The balances of the
contracted consideration under the licensing agreements are disclosed
as commitments. Upon receipt of the master materials of films or
television drama series, all advance payments under the licensing
agreements are recorded as film rights. The balances payable under

the licensing agreements are recorded as liabilities.

For film rights acquired for reproduction and distribution of audio
visual products, the relevant portion of the film rights will be
transferred to the cost of production in the proportion that units
produced during the year bear to the total estimated number of units
to be produced. In the case where the Group decides not to exercise
its rights under a particular licensing agreement, the remaining

balance of the film rights will be written off in the income statement.

For film rights acquired for sub-licensing, the relevant portion for
film rights will be charged to income statement in the proportion
that actual income earned during the year bears to the total estimated
income from sub-licensing. Where the remaining balance of the film
rights is less than the estimated future income, the balance is written

down to its net realisable value.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Films in progress

Films in progress represents films and televisions drama series under
production and is stated at cost incurred to date, less any identified

impairment loss. Cost is transferred to film rights upon completion.

Convertible loan notes

Convertible loan notes are separately disclosed and regarded as
liabilities unless conversion actually occurs. The finance cost
recognised in the income statement in respect of the convertible
loan notes is calculated so as to produce a constant periodic rate of
charge on the remaining balances of the convertible loan notes for

each financial year.

The costs incurred in connection with the issue of convertible loan

notes are charged to the income statement in the year of issue.

Taxation

The charge for taxation is based on the results for the year as adjusted
for items which are non-assessable or disallowed. Timing differences
arise from the recognition for tax purposes of certain items of income
and expense in a different accounting period from that in which
they are recognised in the financial statements. The tax effect of
timing differences, computed using the liability method, is recognised
as deferred taxation in the financial statements to the extent that it is
probable that a liability or an asset will crystallise in the foreseeable

future.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Foreign currencies

Transactions in currencies other than Hong Kong dollar are initially
recorded at the rates ruling on the dates of the transactions. Monetary
assets and liabilities denominated in currencies other than Hong Kong
dollar are re-translated at the rates ruling on the balance sheet date.
Profits and losses arising on exchange are dealt with in the income

statement.

On consolidation the financial statements of subsidiaries and
associates which are denominated in currencies other than Hong
Kong dollar are translated at the rates ruling on the balance sheet
date. All exchange differences arising on consolidation are dealt with

in reserves.

Operating leases

Leases where substantially all the rewards and risks of ownership of
assets remain with the lessors are accounted for as operating leases.
Rentals payable under operating leases are charged to the income
statement on a straight-line basis over the relevant lease term.

Retirement benefits schemes

The retirement benefit costs charged in the income statement
represent the contributions payable in respect of the current year to
the Group’s Mandatory Provident Fund Scheme in Hong Kong and

the Central Pension Scheme in the People’s Republic of China.
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CRRE CERRRE

2001 2000

# T BT

HKS$ HKS$

BITERA Distribution fee income 200,324,232 54,684,710
SHE SR E N Sales of video products 43,713,909 7,725,838
R 75 e A Service income 3,522,238 2,203,894
Jik e e A Royalty income 1,451,200 400,369
e E KA Production fee income 2,681,634 206,888
J# 5 WA Advertising income 1,525,076 1,217
253,218,289 65,222,916
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5. BUSINESS AND GEOGRAPHICAL SEGMENTS

Business segments

For management purposes, the Group is currently organised into
two main operating divisions, namely film distribution and video
distribution. These divisions are the basis on which the Group reports

its primary segment information.

Principal activities are as follows:

Film distribution — distribution of motion pictures and television

drama series

Video distribution — production and trading of video compact discs

and compact discs
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5. B KM S @) 5. BUSINESS AND GEOGRAPHICAL SEGMENTS

(continued)

XA E (4)

Business segments (continued)

AW Lk EBERE_FFT AR _FF
FHETA=ZTHILEEZ I EER

Segment information about these businesses for the years ended 31

December 2001 and 2000 is presented below.

EHmT
BE_ZZ T _H=1—HIL¥EE Income statement for the year ended 31 December 2001
WA &
(82 £ 2% £ Y BT
Film Video Other ik 85 g
distribution distribution  operations Eliminations Consolidated
T T # 0 T T
HKS HK$ HK$ HKS HKS$
BEH Turnover
oo External sales 200,324,232 45,165,109 7,728,948 — 253,218,289
A ER A Inter-segment sales 26,675,274 861,298 1,203,923  (28,740,495) —
226,999,506 46,026,407 8,932,871 (28,740,495) 253,218,289

Vi [ 8 B

A A w5 o

Inter-segment sales are charged at cost plus a mark-up.

il Segment loss (96,958,249) (14,379,477)  (6,666,035) (11,162,101) (129,165,862)
HAb WA Other revenue 11,826,700
FAFAT Unallocated corporate

B X% expenses (15,168,406)
REER Loss from operations (132,507,568)
il A Finance costs (2,675,892)
T AW W 7 2 W] Shares of results of

S associates (5,332,742) (11,983,686) — —  (17,316,428)
Tk 8 8 W) 0 2 Gain on deemed

H £ 25 disposal of associates 21,200,614
MW= ATz  Allowance for amounts

B 1 5 due from associates (4,500,000)
BRI F A Impairment losses

L1 P recognised on goodwill

W s 1 held in reserves (38,665,494)
T2 4 B Amortisation of goodwill (16,497,736)
I At Tl A 45 Loss before taxation (190,962,504)
i Taxation (307,492)
At BR R Loss before minority

R 25 i s 18 interests (191,269,996)
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5. SEB R () 5. BUSINESS AND GEOGRAPHICAL SEGMENTS
(continued)
X B (HH) Business segments (continued)
UEABRR 224 Balance sheet as at 31 December 2001
+=ZH=+—H
BEHEST  SBWENL oAb 3% B
Film Video Other i
distribution  distribution operations Consolidated
VT V:yn T T
HKS$ HKS$ HKS$ HKS
904 Assets
Vimi %293 Segment assets 859,879,506 21,416,092 32,048,259 913,343,857
R B AT ZHER  Interests in associates 73,061,169 25,547,825 6,204,418 104,813,412
RABAREE Unallocated corporate assets 149,032,813
HEBEEMAE Consolidated total assets 1,167,190,082
15 Liabilities
7 FA K Segment liabilities 204,097,611 34,509,228 6,163,829 244,770,668
RAFAF AR Unallocated corporate
liabilities 29,526,300
A A A Consolidated total
liabilities 274,296,968

BRE-ZFAETHE1T—HIEEE Other information for the year ended 31 December 2001

3 fb % B
BRHRIT  SBWEs b R A A 4} i e
Film Video Other
distribution  distribution operations  Unallocated Consolidated
8T 8T # T # T #r
HK$ HK$ HK$ HK$ HK$
REWE Additions of property,

W2y Kokl plant and equipment 5,122,224 — 33,349,549 43,788,658 82,260,431
BB R Additions of film rights 333,727,123 4,089,527 — — 337,816,650
W~ WEEHEMHE  Depreciation and

AR Y& ¥t amortisation of propety,

plant and equipment 8,474,460 5,301,134 3,207,941 2,031,916 19,015,451
TR 2 4 8 Amortisation of goodwill 16,497,736 — — — 16,497,736
BT R Amortisation of film rights 165,905,819 22,247 — — 165,928,066
1 R A R Impairment losses

recognised 87,000,000 10,174,917 1,225,000 5,664,594 104,064,511
IR Al Allowance for bad and

doubtful debts 15,915,194 — — — 15,915,194
PR A7 £ fit Allowance for inventory

obsolescence — 2,045,895 — — 2,045,895
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5. BRI SB @) 5. BUSINESS AND GEOGRAPHICAL SEGMENTS
(continued)
EHAE (4) Business segments (continued)

BE -REREF H =4 —HIH4EE Income statement for the year ended 31 December 2000

WA
BB 2k £ Jofb % # 0 &5 i
Film Video Other
distribution distribution  operations Eliminations Consolidated
#T T # T #T T
HKS HKS HK$ HK$ HKS
BER Turnover
e External sales 54,684,710 8,126,207 2,411,999 — 65,222,916
23 1R 4 B Inter-segment sales 2,400,000 — — (2,400,000) —
57,084,710 8,126,207 2,411,999 (2,400,000) 65,222,916
43 B R 8 B > 4% A i A I A o Inter-segment sales are charged at cost plus a mark-up.
iR x| Segment loss (29,604,293)  (17,298,699)  (3,721,865)  (2,400,000)  (53,024,857)
H e A Other revenue 45,691,839
RAFAT Unallocated corporate
B % expenses (21,671,397)
-3 FiE| Loss from operations (29,004,415)
Al B A Finance costs (714,362)
AW W 7 2 Shares of results of
ES associates — — (1,108,845) = (1,108,845)

CHER M FH ARME  Impairment losses recognised on

ZHBBMEBE  goodwill held in reserves (25,000,000)
W A i A 18 Loss before taxation (55,827,622)
HIE Taxation (203,619)

A it R R Loss before minority
HE 4 0 s 112 interests (56,031,241)
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5. B0 KB SR (4 5. BUSINESS AND GEOGRAPHICAL SEGMENTS
(continued)
BB () Business segments (continued)

BEEAEER _ZFZE4 T+ _H=4+—H Balance sheet as at 31 December 2000

BT BBREA e fib 3% B

Film Video Other L
distribution distribution operations Consolidated
0 % 70 # 70 # T
HKS$ HKS$ HKS$ HKS
¥ Assets
o E E Segment assets 759,029,007 20,675,456 2,526,977 782,231,440
R E AR ZHER  Interests in associates — — 1,150,474 1,150,474
RAFAEEE Unallocated corporate assets 419,510,146
HAEEMAME Consolidated total assets 1,202,892,060
£ it Liabilities
B A fE Segment liabilities 124,592,185 6,801,657 1,173,781 132,567,623
KABAFAE Unallocated corporate
liabilities 37,843,658
Feael =R ki Consolidated total

liabilities 170,411,281

BRE _ZZZET_HA=Z+—HILEE Other information for the year ended 31 December 2000

3 b % B
BRI RBWRT  HAXE
Film Video Other # il R
distribution distribution operations Unallocated Consolidated
HKS HKS$ HK$ HK$ HK$
WHEME - BA  Additions of property,

& plant and equipment 14,944,168 21,941,106 1,781,926 14,801,456 53,468,656
B E R Additions of film rights 57,458,593 139,023 — — 57,597,616
W3~ W5 KB Depreciation and amortation of

Z 1B B kg property, plant and equipment 4,245,926 4,976,565 — 1,185,696 10,408,187
5 iR ORE 1 Amortisation of film rights 17,048,575 139,023 — — 17,187,598
CHER ML Impairment losses recognised 25,000,000 — = — 25,000,000
RIEIR A Allowance for bad and

doubtful debts — 2,818,203 — — 2,818,203
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5. B KM S @) 5. BUSINESS AND GEOGRAPHICAL SEGMENTS

(continued)

H I 23 38

Geographical segments

ACHR A T 9 B b 3N R OF B
W) (M) &3 -

The Group’s operations are located in Hong Kong and the People’s
Republic of China excluding Hong Kong (the “PRC”).

AR B B A A AR I A (S

The following table provides an analysis of the Group’s sales by

AR E R B Z R ) location of markets, irrespective of the origin of the goods/services:
XHREHZEE
BEH Contribution to
Turnover loss from operations
ZRE A CREFRE REE CERERE
2001 2000 2001 2000
HKS$ HKS HKS$ HKS$
W Hong Kong 122,640,733 24,592,919 (71,861,197) (16,108,675)
o The PRC 19,520,604 20,424,682  (3,182,312) (21,085,982)
R South-east Asia 41,617,055 16,418,012 (34,293,733)  (8,476,140)
HES America and Europe 63,047,542 3,329,712 (15,575,990) (6,288,701
Al Hh [ Other 6,392,355 457,591  (4,252,630)  (1,065,359)
253,218,289 65,222,916 (129,165,862) (53,024,857)
H A e A Other revenue 11,826,700 45,691,839
AR 4> B W] B X Unallocated corporate expenses (15,168,406) (21,671,397)
fEag R Loss from operations (132,507,568) (29,004,415)
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5. X KEWIESB () 5. BUSINESS AND GEOGRAPHICAL SEGMENTS

(continued)

o I 2y (A7)

Geographical segments (continued)

The following is an analysis of the carrying amount of segment assets,

& K E G and additions to property, plant and equipment and intangible assets,
analysed by the geographical area in which the assets are located:
BEHBE - RS R
WAl B4 0 ¥
4% %51 ¥ e MR i Additions to property,
Carrying amount of plant and equipment
segment assets and intangible assets
CRRAE ERRRE RR A EFRERE
2001 2000 2001 2000
#x T #x W T
HKS$ HKS$ HKS$ HKS$
3 Hong Kong 1,141,484,814 1,167,964,617 415,484,512 94,926,202
T The PRC 25,705,268 34,927,443 4,592,569 16,140,070
1,167,190,082 1,202,892,060 420,077,081 111,066,272
6. AW A 6. OTHER REVENUE
“EE -4 ZFFFF
2001 2000
# T
HKS$ HKS$
SRATAE T =4 B Interest earned on bank deposits 4,390,784 19,939,574
JE i 1 Wi 35k TE BT = A . Interest earned on other receivables 12,509 3,937,054
GRS ¢ Management fee received 240,000 402,000
HE EHimdsZ w88l Net realised gain on disposal of
i A B A listed securities — 15,198,411
4 WA Rental income 3,024,800 4,679,200
H & 2% A 5] 2 %z A Gain on disposal of an associate — 352,915
FEE e, WAL 4 Y 4 Net foreign exchange gain 2,226,653 359,858
LR N Sundry income 1,931,954 822,827
11,826,700 45,691,839
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7. BBER

REBRTME :

R SR 43 e
PRS2 B 184
(e &5 45 B R 85 A\ R
5 TR fi 8
(0 355 76 G 5 B IR 5 IR A )
A% W il N
LR i 8
8 A (6 456 76 & B 1 IR 85 A 9

E BN N A YE
& - B KBl
TR AT KBRS

Wk B B2 (RIS #E M 4)

8. WY E M

HARTAFERNEYERZ
FHA A
BRAT Bk I 7 3
EE 3 s e
3 At 2 3k

7. LOSS FROM OPERATIONS

M B Wk WGk
NOTES TO THE FINANCIAL STATEMENTS

ZEFR-H ZFFFF
2001 2000
# T
HKS HKS$
Loss from operations has been arrived at
after charging:
Allowance for bad and doubtful debts 15,915,194 2,818,203
Allowance for inventory obsolescence
(included in cost of sales and services) 2,045,895 —
Amortisation of film rights (included in cost
of sales and services) 165,928,066 17,187,598
Auditors’ remuneration 1,088,499 976,036
Bad debts written off 14,272 2,601,277
Cost of inventories
(included in cost of sales and services) 17,460,909 7,673,216
Depreciation and amortisation of property,
plant and equipment 19,015,451 10,408,187
Loss on disposal of property, plant and
equipment 900,470 73,982
Operating lease rentals in respect of land
and buildings 7,405,956 3,477,000
Staff costs including directors’ emoluments 42,495,660 34,605,348
8. FINANCE COSTS
SRR SRERE
2001 2000
# 7 T
HKS$ HKS$
Interest on borrowings wholly repayable
within five year:
Bank loans and overdrafts — 161,828
Convertible loan notes 1,503,561 552,534
Other loan 1,172,331 —
2,675,892 714,362
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9. EPME 9. DIRECTORS’ EMOLUMENTS
SRR SBERE
2001 2000
7 8 T
HKS$ HKS$
HHEME Directors’ fees:
AT Executive — —
B or e AT Independent non-executive 240,000 240,000
BITERZ H A4 - Other emoluments of executive directors:
3 4 B F Ath 4 B Salaries and other allowances 5,718,000 6,160,000
A8 R AR A S 4 Ak Retirement benefits scheme contributions 284,000 25,000
6,242,000 6,425,000
WA
Number of directors
SRR SRERE
2001 2000
HEEWERBEWNT ¢ The emoluments of the directors fell
within the following bands:
% % 1,000,000% 70 Nil to HK$1,000,000 3 2
2,500,001% JG 2 3,000,000% JT HK$2,500,001 to HK$3,000,000 1 1
3,000,001 JG % 3,500,0007 T HK$3,000,001 to HK$3,500,000 1 1
5 4
AR > AR ] RGO k) S S A T During the year, no emoluments were paid by the Group to the
A i N A 4 1) 2 5 D) 5 2k % Bk S directors as an inducement to join or upon joining the Group or as
ZHAE oI5 EE 35 AR N i AT A compensation for loss of office. None of the directors has waived

T 4 o any emoluments during the year.
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10. & H M 4

A% S 1 A e v S 08 B 4 A 48 ]
WA (CRBRE : W) o KM
WK LSRR - KB = (CFFF
A AL g R IR E T
T

W < S SC At B
AR AR A A B K

HBR=4 CRLEE  =4) B
5 0 EL 2 T I

21,000,000 7T

1,000,001 JC £ 1,500,0003 JT
1,500,001% JT 2 2,000,000% JC
2,500,001 %5 JC £ 3,000,000% JG

10. EMPLOYEES’ EMOLUMENTS

The five individuals with highest emoluments included two (2000:
two) directors of the Company, whose emoluments are set out in
note 9 above. The details of the emoluments of the remaining three

(2000: three) individuals were as follows:

SRR RRRE

2001 2000
# 0 i n
HKS$ HKS$
Salaries and other allowances 4,418,266, 4,410,000
Retirement benefits scheme contributions 145,997 126,000

4,564,263 4,536,000

The emoluments of the remaining three (2000: three) highest paid

individuals fell within the following bands:

B A%
Number of individuals

SRR RREE

2001 2000
Nil to HK$1,000,000 — 1
HK$1,000,001 to HK$1,500,000 1 1
HK$1,500,001 to HK$2,000,000 2 —
HK$2,500,001 to HK$3,000,000 — 1
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11. B 11. TAXATION
SRR R
2001 2000
7 8 T
HKS$ HK$
4 ¥ A Profit for the year
8 A5 BB 3K Hong Kong Profits Tax refunded — 387,708
1 Hh Bl I Overseas taxation (1,170,710) (591,327)
AR Z BLIH Taxation attribution to the Group (1,170,710) (203,619)
43 A i 2 2 ] BLIE KR Share of taxation credit attribution to
associates 863,218 —

(307,492) (203,619)

B A AR R B HOAE A v AR 2 P B A ) No provision for Hong Kong Profits Tax has been made in the
T4 A B S 1 > WO S 7 1A 5 R financial statements as the Company and its subsidiaries operating
FEELFENGBEAM - in Hong Kong incurred a tax loss for the year.

At ] 3 s 2 A T A R 9 s Taxation arising in other jurisdictions is calculated at the rates
Pl A prevailing in the relevant jurisdictions.

AT H > REMEEERIEE & (AF) At the balance sheet date, the major components of the unprovided

EEREMAWMT : deferred taxation assets (liabilities) were as follows:
AL M Y N/ |
THE GROUP THE COMPANY
SRR SBEBE SRR BEERE
2001 2000 2001 2000
HKS$ HKS$ HKS$ HKS$
B R 2 R R 2 Tax effect of timing differences
0 JE B 2 because of:
A 551 B TE s 4B Estimated tax losses 37,336,000 25,068,000 6,605,000 2,265,000
Bz P Excess of tax allowances over
4 Bl 4R depreciation (7,550,000)  (3,150,000) — —

29,786,000 21,918,000 6,605,000 2,265,000
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11. BLH a) 11. TAXATION (continued)

AR A5 T R > B B D DA IR B AR AR i The deferred tax asset has not been recognised in the financial
A Z A FBIE G R - AR B HEREA statements in respect of estimated tax losses available to offset future
W > JB IR 4 o RETHE JE il vt B JE S 12 B profits as it is not certain that the estimated tax losses will be utilised
W RARKEH - in the foreseeable future.

AR FEFE N (FUBR) Z BE 4 A 758 485 398 Bt The amount of unprovided deferred taxation credit (charge) for the

FHBHEMT year was approximately as follows:
A 45
THE GROUP
R CERFE
2001 2000
HKS HKS$
T B 51 Z R 2 B TE R - Tax effect of timing difference because of:
A 22 A ET B IE i 1 Estimated tax losses arising 12,268,000 4,123,000
4o B0 B A A BT 2 R Excess of tax allowances over depreciation (4,400,000) (1,729,000)

7,868,000 2,394,000
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12. 5 | 12. LOSS PER SHARE

B Tt FEA Je 8 e 1R 4% DL T B RS The calculation of the basic and diluted loss per share is based on
the following data:

SRR ZEFRRE

2001 2000

# T

HKS$ HKS

(#3))

(restated)

JBe I 4 s 4R Loss attributable to shareholders 191,207,134 56,100,606

ety H Number of shares:

B R EAR R HERZ Weighted average number of shares for
IR - ¥ 1B 45 the purposes of basic and diluted loss

per share 1,763,266,965 1,695,062,128

Hﬂﬁ"@lﬁqﬁﬁﬂi/\ﬁ i AR AT 8 Z Ik The computation of diluted loss per share for the years ended 31
RE ~ R B RE R B R R B SRR RN A December 2000 and 2001 does not assume the exercise of the
BREETR > WHGFHEKRE-ER Company’s outstanding share options, warrants and convertible loan
ERZRRAET A= HILEE notes existed during the years since their exercise would reduce
Z B T s AR AR % S AT B S loss per share.

I o

b SRR 2 B At B S i SR A A 2 A The adjustment to comparative basic and diluted loss per share, arising

JBe b i B A s R R B T - from the change in accounting policies shown in note 2 above, is as
follows:
Al
HK cents
“ERREERERYIE - Reconciliation of 2000 loss per share:

R R T A M 2 Ok 4R Reported loss per share before adjustments 1.83

PR 40 8 5 BB RIS 3058 Adjustments arising from the adoption of
B 55 31558 B 7 2 i SSAPs 30 and 31 1.48

) 5 i 1B Restated loss per share 3.31
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13. Py3% - BEAR Kok fli

AR
The GROUP

WA
RZZZ—F—f—H
HE i

i e 2 B %

HE
ik

REFFZ-FEF+ZA=+—H

i dh R WA

RoBR—H—A—H

E 50 i 4%

ERITE

5 I 2

LT 2 10 4

REFF-F+ZA=+—H

Wi 4
S A B

REEZEEFZA=ZS—H

13. PROPERTY, PLANT AND EQUIPMENT

M B Wk WGk
NOTES TO THE FINANCIAL STATEMENTS

A R i A
LaRMT MHWEEE  GBRRER Machinery i
Land and Leasehold Furniture and Motor M
buildings improvements  and fixtures equipment vehicles Total
¥ T ¥ ¥ % ¥
HK$ HKS$ HKS$ HKS$ HKS$ HK$
Cost
At 1 January 2001 15,124,333 6,064,800 9,912,376 53,858,217 3,471,335 89,031,061
Exchange adjustment 14,040 12,670 31,315 99,767 43,773 201,565
Acquired on acquisition
of subsidiaries — 136,533 380,847 30,757 — 548,137
Additions 42,796,965 — 4,005,445 34,909,884 — 81,712,294
Disposals — (606,240) (738,858) (127,715) — (1,472,813)
At 31 December 2001 57,935,338 6,207,763 13,591,125 88,770,910 3,515,108 170,020,244
Depreciation and
impairment
At 1 January 2001 2,258,315 4,612,430 3,329,374 16,213,416 2,250,100 28,663,035
Exchange adjustment 4,393 2,361 7,322 27,734 36,250 78,060
Charged for the year 1,302,424 1,065,942 2,348,997 13,811,517 486,571 19,015,451
Eliminated on disposals — (157,198) (144,964) (27,777) = (329,939)
Impairment loss
recognised — — — 10,399,017 — 10,399,017
At 31 December 2001 3,565,132 5,523,535 5,540,729 40,423,907 2,772,921 57,826,224
Net book values
At 31 December 2001 54,370,206 084,228 8,050,396 48,347,003 742,187 112,194,020
At 31 December 2000 12,866,018 2,052,370 6,583,002 37,644,801 1,221,235 60,367,426
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13. W3 ~ B Bk i ) 13. PROPERTY, PLANT AND EQUIPMENT (continued)
bl R S R HE T S A The net book value of land and buildings shown above comprises:
A4
THE GROUP
ZREE ERERE
2001 2002
# 70 8T
HK$ HKS
HWZHE L RME Land and buildings in Hong Kong
RHMA Long lease 6,606,417 6,966,767
WAL A Medium-term lease 47,436,647 5,560,175
B HE L R Land and buildings outside Hong Kong
w4 Medium-term lease 327,142 339,076

54,370,206 12,866,018

P AR > AL E AR E Subsequent to the balance sheet date, the Group disposed of its
16,649,017k 7 2 HE 2% M ek » MR machinery and equipment with an aggregate net book value of
$6,250,0000 70 o REkH % BHER HK$16,649,017 at a total considertion of HK$6,250,000. After making
B MR T R S Y B due enquiry, the directors were satisfied that the subsequent selling
Y T Nyt price of these machinery and equipment represented the carrying
H2 IR - B > Ot i 2 value of these machinery and equipment as at 31 December 2001.

_ Thus, total i i tl f HK$10, ,017 ised.
15 44 %110,399. 0179 7T o us, total impairment loss o $10,399 were recognise

14. pi % 14. GOODWILL
7 45
THE GROUP
T
HK$
A Cost
T A P R WA S T E A K% Arising on acquisition during the year and
“RF2-HTZA=ZT—H&®R at 31 December 2001 175,815,294
i & Amortisation
T A AR BE 41 B K Charged for the year and
“RFB2-HTZA=ZT—H&®R at 31 December 2001 16,497,736
TR Carrying amount
N_RZ4ET+HA=+—HEH At 31 December 2001 159,317,558
TR A T4 - The amortisation period adopted for goodwill is 10 years.
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15. W& A &) B2 15. INTERESTS IN SUBSIDIARIES

T
THE COMPANY
SRR RRRE

2001 2002

HKS HKS$

I BT A > BARE Unlisted shares, at cost 30,708,261 30,708,261

e W2 Uk AL s 4Bt Impairment loss recognised (30,299,000) (30,299,000)

409,261 409,261

JFEE Wi B S 2 ) ik T Amounts due from subsidiaries 1,492,538,443 1,056,416,000
JRE Wt R G 2 ]k T 8 A Allowance for amounts due from

subsidiaries (186,634,000) (86,634,000)

1,305,904,443 969,782,000

1,306,313,704 970,191,266

JAE W S B 2 ] sk T SR ~ 40 6L EL A The amounts are unsecured, non-interest bearing and have no fixed
FESR K o EHPLARIEEA G N ARK repayment terms. In the opinion of directors, the amount will not be
T =8 AR - repaid in the next twelve months.

A Z LEWE AR R E T Details of the Company’s principal subsidiaries at 31 December 2001
ZAZ1—HZFEE RO B RE3S - are set out in note 38.
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16. Wi 8 2 ) B 4

16. INTERESTS IN ASSOCIATES

7 4 | Y /|

THE GROUP THE COMPANY
CRRE O CRERE REE RERE
2001 2000 2001 2000
# o ¥ Fn # L # T
HKS$ HKS HKS$ HKS$
Ik B B A E Unlisted shares, at cost — — 5,000 5,000
JREAG & 2 Share of net assets 95,672,199 1,150,474 — —
ik Goodwill 7,641,213 — — —
103,313,412 1,150,474 5,000 5,000
T e AR B Loans to associates 5,000,000 — — —

B THE AR ZHMHE  Allowance for loans to

an associate (3,500,000) — — —
1,500,000 — — —
104,813,412 1,150,474 5,000 5,000
b i B A T A Market value of listed shares 587,520,000 — — —

BT s A W) B KRR R R K
1,500,000% G > T 7% e HG 1 B0 3K 3% 42 A
RIEFHAFE > AR ZRF AN
At H B 1% 3% 5 € %18 4 B 19
0 S8 R G A W) Z R o TR oAl
Bk ¥ By AR S 0 B, - i R R
PR A NHEE -

AR I W A A S A IR A ]
oA E R R A R A AW E A
9,752,950W JL Z T 28 o W Z M %
104F » A4 JiF 487,648 JC = #if 8 32
B A AT AR 2 3 2 B A T 2 2
R o AR R B R AR A R A
"] 7.72000E % O W8 1,624,089% o0 1
% °

EEHRAAR-FE T AST
BLES T VY F AR

Included in loans to an associate is a loan of HK$1,500,000 which is
unsecured, bears interest at 3% per annum and carries the right to
convert the amount into shares of the associate at an initial conversion
price of HK$1 per share on or after 17 September 2002. All other
loans are unsecured, non-interest bearing and in the opinion of

directors, will not be repaid within the next twelve months.

During the year, goodwill of HK$9,752,950 arose on the acquisition
of Ocean Shores Group Limited, a company listed on The Stock
Exchange of Hong Kong Limited. The amortisation period adopted
for the goodwill is 10 years and amortisation charge in the current
year amounting to HK$487,648 has been included in the amount
reported as share of losses of associates in the consolidated income
statement. HK$1,624,089 has been eliminated on the deemed disposal

of 7.72% interest in Ocean Shores Group Limited during the year.

Details of the principal associates at 31 December 2001 are set out

in note 39.
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16. BB A v BELR (41) 16. INTERESTS IN ASSOCIATES (continued)

DL RRIE % i R A A PR A ) AR The following details have been extracted from the audited
W br A BB R E - consolidated financial statements of Ocean Shores Group Limited:

SRR RRRE

2001 2000

T # F T

HKS$°000 HK$°000

-t Turnover 28,007 —
o A4, i js 18 Loss before taxation 100,731 —
[ Bt 4% A 45 8 JE A ) 18 Loss after taxation attributable to the Group 15,960 —
I i B B Non-current assets 147,676 —
I A Current assets 125,176 —
i B A K Current liabilities 23,861 —
El =R Non-current liabilities 2,728 —
& E FE Net assets 246,263 —

A 45 [ A R Net assets attributable to the Group 95,156 —
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17. B HE 17. INVESTMENTS IN SECURITIES

b 3% 7
Other securities

SRR CRBRE

2001 2000
A 4 THE GROUP # 7 0
HKS$ HKS$
AR I Equity securities:
AW Ll Listed in Hong Kong — 4,995,000
E e ] Unlisted in Hong Kong 390 390
390 4,995,390
Ewi@EHz A Market value of listed securities — 4,995,000
R E S T Ti= ) Carrying amount analysed
T (= 7 7 1 N for reporting purposes as:
I ¥t B Non-current 390 4,995,390
18. M £k 18. LOAN RECEIVABLE
¥ L]
THE GROUP
CRRME CERRRE
2001 2000
# %
HKS$ HKS$
R Wit £ 3k Loan receivable 5,426,060 5,176,060
% B0 K R AL e R UG e o IROR AR T— The loan represents a shareholder’s loan made to a company in which
) A4 ] e A R ) B A B 2 2 W] o DA the Group is holding a long-term equity interest, to finance the activity
B AT ZER - of that company according to the shareholders’ agreement.

% B AR 2 AR - SR R T I E R AR The loan is unsecured, non-interest bearing and has no fixed term
o REFZER » FHAKEAGHER of repayment. In the opinion of the directors, the amount will not
R4 i A R o be repaid within the next twelve months.
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19. #K 19. INVENTORIES
A4
THE GROUP
ZREB M EFRERE
2001 2000
# T . 3n
HKS$ HKS$
b g Work in progress 5,935,477 3,925,638
B 5 Finished goods 5,284,225 1,495,737
11,219,702 5,421,375

DI LB 353,687,553 00 (B ERE
4 1899, 5845 J0) DA S B A MR 2
B e

Included above are finished goods of HK$3,687,553 (2000:
HK$899,584) which are carried at net realisable value.

20. H 5 Wb 20. FILMS RIGHTS
7 4
THE GROUP
“RE AR
2001
#
HKS$
B A Cost
W_FE—-HE—H—H At 1 January 2001 250,432,326
wE Additions 337,816,650
N_FF4FE+ZH=1+—H At 31 December 2001 588,248,976
i 95 % WA Amortisation and impairment
R_FE—-HE—H—H At 1 January 2001 82,347,671
AR A R 8 Charged for the year 165,928,066
O 7 32 YA Js 4R Impairment loss recognised 55,000,000
R_FRHET_A=1+—H At 31 December 2001 303,275,737
I i fL Carrying amounts
W_EE—H£T_H=+—H At 31 December 2001 284,973,239
W_BRZFEHET_A=1+—H At 31 December 2000 168,084,655
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20. BIEWHE (#)

H 7 356 T 08 A A6 B A R & TR IR A
ML ERCHEABEEMERASEA ZW
Wi Do S > SN O T R B S 1R AR R AN
55,000,000 JC - TH R A - B IRAE
RoRR-F T A=+ —HZIREE
BB -2+ A=+ —HZM
BT 5 55 2 TR IR A A o bl
B 77 o 28 . B 3 A A AT 42 i A A R
A TE AT > WP B R 22000 THEF B4
TR BN Z U H AR AT RO E
5 hRORE W A B T R SR o

21. B 5 HE Wik K

BYHEPZIRRBIZ30E00H A% - B
Sy WE WO R 3k 2 W 18 A AT I R

0%Z30H

312 60H
612 90H
912 180H
w180 H

22, BB AT 2B A
"] 2 Ak W

3 LY % A

BEAKTE R FE AL~ 09 2 EL o
AR -

20. FILMS RIGHTS (continued)

As the price for old titles remained low due to keen competition, the
directors reassessed the recoverable amount of film rights at the balance
sheet date. Total impairment loss of approximately HK$55,000,000 was
recognised. In the opinion of the directors, the carrying value of film
rights as at 31 December 2001 represented the net selling price of the
film rights which was determined by reference to a valuation as at 31
December 2001. The valuation was performed by Adonis Appraisal
Limited, an independent firm of professional valuers, and was determined
based on the present value of the expected future revenue arising from
the distribution and sub-licensing of the film rights, which was derived
from discounting the projected cash flow by a discount rate. The discount

rate used was 22%.

21. TRADE DEBTORS

The credit period granted to customers ranges from 30 to 90 days.

The aged analysis of trade debtors is as follows:

b YL |

THE GROUP
ZRR - ZERRE
2001 2002
# T -
HKS$ HKS
0 to 30 days 14,738,630 4,468,183
31 to 60 days 8,492,306 1,034,876
61 to 90 days 2,903,447 1,238,699
91 to 180 days 33,463,294 3,072,282
Over 180 days 2,371,040 4,549,460
61,968,717 14,363,500

22. AMOUNTS DUE FROM/TO ASSOCIATES

The Group and the Company

The amounts are unsecured, non-interest bearing and have no fixed

repayment terms.
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23. ME W B B A v 2 sk E 23. AMOUNTS DUE FROM RELATED COMPANIES

g S g 2 S S ER R EDOR
+=H=+—H —H—H It W5 K
Z &k Z & Maximum
Balance Balance amount
at at outstanding
31.12.2001 1.1.2001 during the year
LM The GROUP 7T 7T 7
HK$ HKS$ HKS$
PR 45 B AT 10 ok 2 B Advances under distribution
(Kt &t a) agreements (note a) — 296,193,671 296,698,259
MR AR IR % 3 X ff  Deposit paid under production
Z %4 (Mf#Eb) service agreement (note b) 22,750,000 22,750,000 22,750,000
FR 45 6 5 1k S A Deposit paid under films agreement
Z 34 (Matc) (note c) — 10,000,000 10,000,000
22,750,000 328,943,671
Wit i = Notes:
(a) B A5 0 75 AR 88 A 5 T B 7 e i 42 LA (a) The balances represented advances made to Win’s Entertainment Limited

(b)

(©

AR AT ([ ]) B 30 g 2 7 (&
SRR AR 1) 6T 3 2 B AT hh vk 1 1 Ak e 4R
A2 Bk o RAFHEHEBRP KL LR
Iy 2 5 S A g (7] IRF 4f 4 K 8 7 S R 1T 2%
JBOR o %Ak JE O AR B AT 1k sk 4 1 IR
2 UAR -

BRI A A W 2 4 Y Wi JE 4 W o i
B R B B RO W SR 2 R
FRERE B A () A IRAF (TR
F AR 6T 3 SR S ton o DA SCAE AR
TR Z %4 - A B R I - A
B 5N A K AR B AR IR 5 i ok 2
K v 1B A BT PR A R TR A 2
W > AR R T AR AR R
FEA=+HHHER -

BREBEMMRER —FEEE T+ H WA
W 3L 2 U Tk ek S TR R I R Y
Fo FE AL 8 B T 10 K B S A 4 o

B

(©

(“Win’s”) and its subsidiaries (the “Win’s Group”) under distribution
agreements entered into between the Group and the Win’s Group Ms.
Chen Ming Yin, Tiffany and Mr. Heung Wah Keung, who are directors
of the Company, are directors and beneficial shareholders of Win’s. The
amount was fully settled during the year as the distribution agreements

were terminated.

The balance represents deposit paid to Win’s Music & Video Enterprises
(Hong Kong) Limited (“Win’s Music”), a wholly-owned subsidiary of
Win’s, under a production service agreement entered into between China
Star Management Limited, a wholly-owned subsidiary of the Company,
and Win’s Music. The balance is unsecured, interest-free and will be
used to set off against fee payable by China Star Management Limited
in accordance with the terms of the production service agreement and

any remaining portion will be repayable before 31 July 2002.

The balance represented deposit paid to Win’s for the purchase of motion
pictures and television programmes pursuant to the sale and purchase

agreement and assignment of films dated 14 December 2000.
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24. B 5 HEAT kX 24. TRADE CREDITORS
B O EMNRRZIRE ST : The aged analysis of trade creditors is as follows:
AW
THE GROUP
“RRAE ERERE
2001 2000
# 0 3
HKS$ HK$
0Z30H 0 to 30 days 7,760,231 7,454,117
312 60H 31 to 60 days 1,751,635 146,448
612 90H 61 to 90 days 153,151 5,042
912 180H 91 to 180 days 6,655,816 650,422
180 H Over 180 days 13,500,190 6,352,301

29,821,023 14,608,330
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25. i & 25. BORROWINGS
p. ¥ Y| % 2 W)
THE GROUP THE COMPANY
CERAE CEFRE _EFHE REFRH
2001 2000 2001 2000
HKS$ HKS HKS HKS$
A G R AT B K Secured bank loan 21,000,000 — — —
A HE T B R K Secured other loan from
a financial institution 25,000,000 — — —
MM AT EXEI Unsecured convertible
loan notes 70,000,000 — 70,000,000 —
116,000,000 — 70,000,000 —

bt B kR AR B H The original maturity of the

mE : above borrowings is as follows:
— 4N Within one year 25,000,000 — — —
W40 EAHA More than two years but not
AR AR exceeding five years 70,000,000 — 70,000,000 —
A Lk More than five years 21,000,000 — — —
116,000,000 — 70,000,000 —
W — N BB EA Less: Amount due within
wEHHMEZ one year shown under
AR IE current liabilities (26,860,988) — — —

— BRI 2 FKIE Amount due after one year 89,139,012 — 70,000,000 —
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25. 1 8 ()

SRAT B IR T S A R EH R > R 104E M BA
FHHR -

Ty — [ S 2 A A B 2 Bk 3 T S R
At & RN R BEOR -

AR > AR 2 W) B 4T 48 4E 70,000,000
LZHHBEEFRER ([E8]) - Fig
AR R 405 B BEREIZMNFE—
Ko MR ZBRNENA =T HBH -

EEEMARER > R S RE_EEH—
H i 3248 B 0. 209 76 2 91 25 Si 3 (8 - 1%
SRR AR 4 2 B4 AR S 4 R B T R i
0.05TLZARAF B - B B4
tHA—HZE_ZE2=4FANA=1H %
BRAEAVABRAEBRER=02—2Z
Rwif - A-EZ2=4#tLA-HE_%
FHWENA=ZTHAE - HEEEA >
SRR AV LI 6 TR A -
FRIEZ Al L iE » FRIR 2%
LA -HEZE s BB EATE
SRR R SR 2R SR AR 4 SR DL e
JEGHA R » M O s T AT B A o

25. BORROWINGS (continued)

The bank loan bears interest at commercial rate and is repayable in

instalments over a period of 10 years.

The other loan from a financial institution bears interest at commercial

rates and is repayable in lump sum within one year.

During the year, the Company issued convertible loan notes (the
“Notes”) in an aggregate amount of HK$70 million. The Notes bear
interest at 4% per annum which will be payable semi-annually in

arrears and will mature on 30 June 2004.

The Notes carry the right to convert the principal amount of the
Notes into shares of HK$0.05 each in the share capital of the Company
at an initial conversion price of HK$0.20 per share on or after 1 July
2002. From 1 July 2002 to 30 June 2003, the noteholders can convert
up to a maximum of one-third of the face value of the Notes. From 1
July 2003 to 14th business day immediately preceding 30 June 2004,
the noteholders can convert the remaining face value of the Notes.
Unless previously converted or repaid, at any time on or after 1 July
2002, the noteholders may request early repayment of up to the entire
amount of the outstanding principal amount of the Notes together

with accrued interest.
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26. JBAR 26. SHARE CAPITAL
By ¥ H X
Number of shares Amount
e 2 “RRRAE “RR A “RRRAE
2001 2000 2001 2000
HKS$ HKS$
5 B HE H0.05% 7T Ordinary shares of
Z % B HK$0.05 each
BE A Authorised 20,000,000,000 20,000,000,000 1,000,000,000 1,000,000,000
OB AT B SR B A Issued and fully paid
E 5 At beginning of year  1,763,266,965 1,252,529,823 88,163,348 62,626,491
it B BB A Placement of shares — 390,000,000 — 19,500,000
(X k9 Issue of shares on
S &% i} conversion of
BT convertible loan notes — 64,499,999 — 3,225,000
A7 15 % It Issue of shares on
247 4 exercise of share
options — 56,237,143 — 2,811,857
K At end of year 1,763,266,965 1,763,266,965 88,163,348 88,163,348
wl JBE HE Warrants

W_FRRENA—H » KAFEBRF On 1 August 2000, the Company issued 340,000,000 warrants at an
AN B DB AT 0.075% oL B AT issue price of HK$0.075 per warrant by private placement. Each
340,000,000 72 B RERS © 3% 5 50 IR HE 5 warrant entitles the holder to subscribe for one ordinary share of
Ry HEAEN > A -ZZEZENA= HK$0.05 each in the share capital of the Company at an initial
HEZRF=4"_H_H (BHEERM subscription price of HK$0.35 per share, subject to adjustment, at
H ) J91 [ W) B g DA B B 0.35% 8 Z 1 28 any time from 3 August 2000 to 2 February 2003, both dates inclusive.
R A AR A ) JE A o A S L 0.05

Wt Z 1R R -

AN AT B R B RE R o RMASSEH o AR During the year, no warrants were exercised. At the balance sheet
A A 340,000,000 1 A AT 2 2 BB HE date, the Company had outstanding 340,000,000 warrants.

)

A THAT B b At i e AR N | A A B AT The exercise in full of such warrants would result in the issue of
340,000,000 8% £ B 1 H.0.05 % 76 2 35 38 340,000,000 additional ordinary shares of HK$0.05 each.

H& °
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26. A (#) 26. SHARE CAPITAL (continued)
U B it Share option scheme

R-FRZFETHA=Z1—H » AR At 31 December 2001, the following options to subscribe for shares
25 ) Ji JE REE i ) YR B 2 AR AT were outstanding under the Company’s share option scheme:

BEHEW R

Jifk JBe HE % H 5 B AT 18 1y
Number of (R ] Exercise price
options Exercisable period per share
0
HKS$
— JLIUN A i A 1996 options 19,364,024 21.11.1996 - 20.11.2006 2.107
— JuJu LA i i 1999 options 1,271 5.1.1999 - 4.1.2009 0.175
“EREZEZAEBRM  March 2000 options 41,200,000 28.3.2000 - 27.3.2010 0.584
ZEFFENHBRME  June 2000 options 24,000,000 2.6.2000 - 1.6.2010 0.283

84,565,295

WMBARAFBRE Z BARLME » R FF The exercise in full of the outstanding 84,565,295 share options at
— &+ HA=Z+—H & mi7TH 31 December 2001 would, under the present capital structure of the
84,565,295 177 Jifk Jit RE 1% 25 BUAR 24 ] #% R Company, result in the issue of 84,565,295 additional ordinary shares
B 3% B4 FRAE 49 71,653,000% 70 8 47 for a total cash consideration, before expenses, of approximately
84,565,295 I 1AM 1 8 Bt - HK$71,653,000.
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27. JBe Atk A0 B i i

AREH

REFRRE
—~R—H
I 5 i 2
T
i & 1t 4
i B 32
A1 0 i I
BT R

T e
R %
T B AT M

ik Tk 8 0

i et 2 7

i G 6 7

i e A 2 T

HERE G R
W

T 2 2 7 2 o fi

BB
REERRE

+ZA=+—H

REZFEE

+ZA=+—H
RoRF R

~H—H
— WA

— B

(Hfit2)
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I i
A B R
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27. SHARE PREMIUM AND RESERVES

BAKH
Z (V%)
74 it 1 W ¥ A BEEM
(Goodwill) R % A o 5
JBe B i capital AR 1 34 it f i Capital Investment ROk
Share  reserve on Contributed Exchange Warrant reduction revaluation Accumulated B
The Group premium consolidation surplus reserve reserve reserve reserve losses Total
# T T # T #C # T T # T # T # T
HKS HK$ HKS$ HKS HKS HK$ HKS$ HKS HKS
At 1 January 2000 279,160,833 659,389 = (369,044) — 316,008,000 —  (16,462,940) 578,996,238
Exchange adjustment — — — (200,487) — — — — (200,487)
Placement of warrants — — — — 25,500,000 — — — 25,500,000
Placement of shares 477,500,000 — — — — — — — 477,500,000
Placement expenses (14,065,669) — — — (1,631,273) — — —  (15,696,942)
Issue of shares on
exercise of share
options 15,739,903 = = = = = — — 15,739,903
Issue of shares on
conversion of
convertible loan notes 50,955,000 — — — — — — — 50,955,000
Goodwill arising on
purchase of associates —  (75,570,194) — — — — — — (75,570,194
Goodwill arising on
purchase of subsidiaries —  (73,004,551) — — — — — —  (73,004,551)
Revaluation decrease
on investments in
other securities = — — — — —  (12,960,000) —  (12,960,000)
Impairment loss recognised
on goodwill = 25,000,000 = = = = = = 25,000,000
Net loss for the year — — — — — — —  (56,100,606)  (56,100,606)
At 31 December 2000
809,290,067  (122,915,356) = (569,531) 23,868,727 316,008,000 (12,960,000  (72,563,546) 940,158,361
At 31 December 2000
and at 1 January 2001
— as previously stated 809,290,067 (147,915,356) = (569,531) 23,868,727 316,008,000  (12,960,000) (47,563,546) 940,158,361
— Prior year
adjustments — 25,000,000 — — — — —  (25,000,000) —
(note 2)
As restated 809,290,067 (122,915,356 — (569,531) 23,808,727 316,008,000  (12,960,000) (72,563,546) 940,158,361
Released to interests in
associates = = = = = = 12,960,000 = 12,960,000
Impairment loss
recognised on goodwill — 38,605,494 — — — — — — 38,605,494
Exchange adjustment — — — (15,789) — — — — (15,789)
Net loss for the year — — — — — — —  (191,207,134) (191,207,134)
At 31 December 2001 809,290,067  (84,249,862) — (585,320) 23,868,727 316,008,000 — (263,770,680) 800,560,932




M B Wk Wk

NO TO THE FINANCIAL STATEMENTS

MEZFEE—4Ef ZH=+—HIE4EE FOR THE YEAR ENDED 31 DECEMBER 2001

27. By e A % Ak i ()

27. SHARE PREMIUM AND RESERVES (continued)

ERkH
2 (Fi#®)
A it 1l 4 ¥ A BE R
(Goodwill) B B¢ fa i
e B i capital L YN 4 B 54 ik i Capital Investment Y ]
Share reserve on Contributed Exchange Warrant reduction revaluation Accumulated B
AR The Company premium consolidation surplus reserve reserve reserve reserve losses Total
HKS§ HKS HKS$ HK$ HKS§ HKS HKS$ HK$ HKS$
RoRERE
—H—H At 1 January 2000 279,160,833 = 20,924,000 = — 316,008,000 —  (79,079,320) 537,013,513
i £ 3 Mo Placement of warrants — — — — 25,500,000 — — — 25,500,000
i B Placement of shares 477,500,000 — - - - — - — 477,500,000
BE i Placement expenses (14,065,669) — — — (1,631,273) — — —  (15,696,942)
56 I A Issue of shares on
§ﬁ’]ﬁﬁ exercise ()f share
options 15,739,903 — — — — — — — 15,739,903
AT e Issue of shares on
BHEE conversion of
i B 47 e 4 convertible loan notes 50,955,000 - - - - - - — 50,955,000
L3y bk Net loss for the year = = = = = = —  (25,984,249)  (25,984,249)
RoRERE
+ZAZ+—H
RZZFZ—4 At 31 December 2000
—H—H and at 1 January 2001 809,290,067 = 20,924,000 — 23,808,727 316,008,000 — (105,063,569 1,065,027,225
EREBRFH Net loss for the year — — — — — — —  (110,896,804) (110,896,804)
I
+ZH=+—H At 31 December 2001 809,290,067 — 20,924,000 — 23,868,727 316,008,000 —  (215,960,373) 954,130,421

H o B A B 4 WA R A B
B > MO AR O A T E A B A
B2 B B P Dol SR o T R O R
18 5 15 B8 B 41 38,665,494 70 b Jt I8
{8 e 18 A0 T K R0 W % B BT
ZHBREME HERE - ZHMZE
ER_FZ-HE+_A=+—HZEMH
EHRERBE-FZ -+ A=Z1+—HZ
A BT 5 55 2 5% B AL o AR o ol fiy
B 77 P 28 . B 3 A AF R AT 2 i A A R
A HEAT > NPT B R 26000 T HF B4
TR YT B NS 2 U B AR AT RO E
5 1R R W A\ B T BHAE o

Due to continous losses incurred by it cash-generating unit in the
PRC, the Group reassessed the recoverable amount of the assets of
this cash-generating unit. Total impairment loss of HK$38,665,494
was recognised. This impairment loss was allocated to reduce the
carrying amount of goodwill arising from the acquisition of this unit.
In the opinion of the directors, the carrying value of the assets of
this unit as at 31 December 2001 represented the value in use of this
unit which was determined by reference to a valuation on 31
December 2001. The valuation was performed by Adonis Appraisal
Limited, an independent firm of professional valuers, and was
determined based on the present value of the expected future revenue
which was derived from discounting the projected cash flow by a

discount rate. The discount rate used was 26%.
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27. By e B B Akt e ()

WE— N HRE A A > KT
Z B i 6 VT P AR SR A A R 2 R B AT
Jer > A T SR AL B B AT T BOR ©

Aoy V] 2Z BON TR R Ay ) i G i R D
A F A BA T S B F R
JUJU AR AT 4 T A IR T B AT 2 IR
i Z 2% »

MR —JUN 4R R A Al i (DUE AT
HREE) > AT ZHABRGTTHSIR -
R > A AFHAE T FIHOLT R BAR
B FP A B TR 2 B R B AR IR

(a) 4~ w) B SO 7 IR B 1% 48 ) R 2
Yot B OR 2 A 5 2R

(b) 2 7] ¥ A Z v 4 B PR IR B i
T B AR B B AT B AR B B Ay v 18
HeZ #AA -

W BRI R R R Z BB
Wz CHWOGRIEHIBR AT ST o % ff
S TR AT o 520 I R I 4 2 P A L A ik
iR -

) I At A 4 R — LU NI AR A ]
332,640,000/8 T 847 I 4y 2 T A i 45 Bt
T {H 1.00% 7T Wl W9 2 & B 1 5 0.05%
TG o RE R R o WU A A
TSR o

A 4 T 2 2 e A 35 A 4 I W 4 8
AL BRERE 116,453,495 70 (ZEER R
4 1 285WT0) ©

KERZER > REFF-HFRFF
FETZA=Z—H > ARA T W] 5
IRfEAE o

27. SHARE PREMIUM AND RESERVES (continued)

Under the Companies Act 1981 of Bermuda, the share premium of
the Company can be used in paying up unissued shares of the
Company to be issued to members of the Company as fully paid

bonus shares.

The contributed surplus of the Company represents the difference
between the underlying net tangible assets of the subsidiaries which
were acquired by the Company and the nominal amount of the share
capital issued by the Company at the time of the group reorganisation
in 1992.

Under the Companies Act 1981 of Bermuda (as amended), the
contributed surplus account of a company is available for distribution.
However, the company cannot declare or pay a dividend, or make a

distribution out of contributed surplus if:

(a) it is, or would after the payment be, unable to pay its liabilities

as they become due; or

(b) the realisable value of its assets would thereby be less than the
aggregate of its liabilities and its issued share capital and share

premium accounts.

The warrant reserve represents the amount received net of expenses
paid in relation to the placement of warrants on 2000. The reserve
will be released to the share capital and share premium accounts

upon exercise of the warrants.

The capital reduction reserve represents the amount arising in relation
to the reduction of the nominal value of 332,640,000 issued shares
of the Company from HK$1.00 each to HK$0.05 each in 1998. In the
opinion of the directors, the capital reduction reserve is not
distributable.

The accumulated losses of the Group include accumulated losses of
HK$16,453,495(2000: HK$285) attributable to associates of the Group.

In the opinion of the directors, the Company had no reserves available
for distribution to the shareholders of the Company as at 31 December
2001 and 2000.
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28. BN IR B REHZ  28. RECONCILIATION OF LOSS BEFORE TAXATION

B4 i 3 AU IR TO NET CASH OUTFLOW FROM OPERATING
ACTIVITIES
R CRRRE
2001 2002
7 7 T
HKS$ HK$
e Bt il s 48 Loss before taxation (190,962,504) (55,827,622)
F B WA Interest income (4,403,293) (23,876,628)
)8 57 Interest expenses 2,675,892 714,362
43 A Wi 8 O\ W) 3 Ak Share of results of associates 17,316,428 1,108,845
LE L Y& R E Depreciation and amortisation of property,
plant and equipment 19,015,451 10,408,187
MR i 6 Bad debts written off 14,272 2,601,277
T 6 Amortisation of goodwill 16,497,736 —
. il W2 Yok 1 s 48 Impairment losses recognised 104,064,511 25,000,000
5 B B A R Z W A Gain on deemed disposal of an associate (21,200,614) —
HEBFEREZCE#B Net realised gain on disposal of
Y A 5 A investments in securities —  (15,198,411)
WEWE - BB K& Loss on disposal of property, plant and
&5 18 equipment 900,470 73,982
B B A /] 2 % A Gain on disposal of an associate — (352,915)
JFEE VAL W 2 2 ) K TE A Allowance for amount due from associates 4,500,000 —
B2 & B Allowance for inventory obsolescence 2,045,895 —
A 3 HR A Allowance for bad and doubtful debts 15,915,194 2,818,203
HE GEm) wA (Increase) decrease in inventories (7,844,222) 265,815
B RE B8 Increase in film rights (171,888,584) (40,410,018)
B AR v 5 B Increase in films in progress (26,133,099) —
B 5 HE W k(B m) WA (Increase) decrease in trade debtors (49,534,683) 27,905,133
¥ 4 B AT K IE WA (38 fn) Decrease (increase) in deposits and
prepayment 63,644,484  (14,463,594)
JRE W Bgh 2% A H) 2 3K 8 (Increase) decrease in amounts due from
(3 Jm) WA associates (106,611) 49,561,896

JRE WA B A W] 22 a3k TR A (38 m) Decrease (increase) in amounts due from
219,828,354  (80,857,970)

15,212,693  (15,362,572)

related companies
B 50 HE A R sk 3 e (i A )
Al WA SR K K% B HIE (B A) 39

Increase (decrease) in trade creditors

(Decrease) increase in other creditors and
accruals (52,254,823) 61,965,580

WA B 8 O\ ) =2 3k JE 3 (9 A) Increase (decrease) in amounts due to

associates 189,710 (111,701,103)

REEBZBHERBEHE Net cash outflow from operating activities (42,507,343) (175,627,553)
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29. JE A B8 2 v

ZERRE+H > ALE 74,541,600
B 70 2 AR W A 4 T R 2 T 7 8 ]
Offshore Network LimitedZ S8%HE 25 °
3 5 DL Z BRI AR o

AREER _FFEALAUBER
18265,600,000% JC Ui High Productive
Trading Limited i BT AR - 22 5
VA& 5t 2 3R s AR -

ik N %E A

Y3k ~ W bs Mk i
A E

et

4 T BT R H
SRAT B Bl

At JE AR MR ok % HE 1 I H
T L % 14

b W e AR 2

W S P E A 2 T

29. ACQUISITION OF SUBSIDIARIES

W Wk WGk
NOTES TO THE FINANCIAL STATEMENTS

In October 2000, the Group acquired a 58% interest in Offshore

Network Limited, an associate of the Group, at a consideration of

HK$74,541,600. This transaction has been accounted for using the

purchase method of accounting.

On 5 February 2001, the Group acquired 100% of the issued share

capital of High Productive Trading Limited at a consideration of

HK$265,600,000. This transaction has been accounted for using the

purchase method of accounting.

R CERFE
2001 2000
HKS$ HKS$

Net assets acquired
Property, plant and equipment 548,137 13,456,846
Films in progress 110,062,934 —
Inventories — 162,990
Deposits and prepayments 1,237,775 4,661,415
Bank balances and cash 273,266 1,365,674
Other creditors and accruals (22,184,406) (14,771,520)
Provision for taxation (153,000) —
Minority interests — (2,225,321)
89,784,706 2,650,084
Goodwill arising on acquisition 175,815,294 73,004,551
265,600,000 75,654,635
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29. WEAWE A A )

SR

BaE
JE Wik e 5 1 K
Tt % 2 W 2 2R 9 A

A A B\ B e 2>
Z B KB e E
i F B Z A

BeRE
il A\ SRAT A5 A R B4
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MEZFEE—4Ef ZH=+—HIE4EE FOR THE YEAR ENDED 31 DECEMBER 2001

29. ACQUISITION OF SUBSIDIARIES (continued)

“EF-H ZFFFF
2001 2000
# 70 8T
HKS$ HKS$
Satisfied by:
Cash consideration 179,234,683 74,541,600
Amounts due from Win’s Group 86,365,317 —
Decrease in interests in associates — 1,113,035
265,600,000 75,654,635
Analysis of the net outflow of cash
and cash equivalents in respect of
the purchase of subsidiaries:
Cash consideration 179,234,683 74,541,600
Bank balances and cash acquired (273,266) (1,365,674)
Net outflow of cash and cash equivalents
in respect of the purchase of
subsidiaries 178,961,417 73,175,926
Cash flows of subsidiaries acquired during
the year:
Contribution of the Group’s net operating
cashflow 351,256 489,382
Net cash outflow for investing activities 51,050 446,969
Turnover and profit (loss) from operations
contributed by subsidiaries acquired
during the year:
Turnover 173,638,828 982,016
Profit (loss) from operations 12,876,790 (1,556,558)
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30. AN il 58 8 o Ar 30. ANALYSIS OF CHANGES IN FINANCING
DURING THE YEAR

JBe A (& 4% B By
i B0 % W) W
A Gk )
Share capital
(including
share premium i JBBE B YRR LEYS
and capital it % jig &% YT AL %
reduction Warrant Minority Convertible Bank Other
reserve) reserve interests  loan notes loan loan
T # T # T T # T # 0
HKS HK$ HKS$ HK$ HK$ HKS$
“ERRRE
—H—H&®% At January 2000 657,795,324 = 1,872,028 73,540,000 1,305,490 =
il & Jie i 2 Proceeds from placement
B33 H of shares 497,000,000 — — — — —
fERBERLZ  Proceeds from placement
i 44 3 0 of warrants — 25,500,000 — — — —
it & 37 i Placement expenses (14,065,669)  (1,631,273) — — — —
A7 05 s B Proceeds from issue of
BB Z shares as a result of
i 75 3K 0E exercise of share options 18,551,760 — — — — —
1 12 BT Bk Repayment of bank loan — — — — (1,305,490) —
12 VT 45 B Repayment of convertible
B EH loan notes — — = (19,360,000) = =
40 On conversion of
R ER convertible loan notes 54,180,000 = —  (54,180,000) = —
YN P On acquisition of subsidiaries — — 2,225,321 — — —
YR EA B A Share of profit by minority
interests — — 69,365 — — —
30, 3 % Exchange adjustment — — (7,644) — — —
“RRRELS
=t—HE
“ERRH At 31 December 2000
—H—H and at 1 January 2001 1,213,461,415 23,808,727 4,159,070 — — —
it Bk New loans raised — — — — 21,000,000 25,000,000
AT M Issue of convertible loan
BHEE notes = = — 70,000,000 — —
HE Al 4 B R Shares of loss of
18 minority interests — — (62,862) — — —
I 50 5 4% Exchange adjustment — — 72,626 — — —
QI =SS

+=HZ=+—H At 31 December 2001 1,213,461,415 23,868,727 4,168,834 70,000,000 21,000,000 25,000,000
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31. AL&I AR 31. LEASE COMMITMENTS

R-FRZ-HETHA=+—H ZEH At 31 December 2001, the Group had commitments for future
FRUEAS R H 8 Z 488 R A R 5 4 2 i 28 minimum lease payments under non-cancellable operating leases in

AR AR Z B AR B AR IEI T respect of rented premises which fall due as follows:
LM
THE GROUP
“RRAE CEREE
2001 2002
# 7 # T
HKS$ HK$
—4E N Within one year 5,372,820 1,079,000
G g T In the second to fifth year inclusive 1,500,379 6,190,337

6,873,199 7,269,337

REMAREEAREBA R BEEY Operating lease payments represent rentals payable by the Group
¥EMENZMAE o MAHFE PB4 for its office premises. Leases are mainly negotiated for an average
WIWAE > MALE FHMWENISEE o term of 2 years and rentals are fixed for an average of 2 years.
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32. H bR ¥ 32. OTHER COMMITMENTS

R-FRHETHA=Z1—H » ZELH At 31 December 2001, the Group had the following expenditure which
A5 4 TE T AT S0 AH i R 7 5 R R had been contracted but not provided for in the financial statements:

iz 32 -
3|
THE GROUP
SRR CRRRE
2001 2002
# 7 78 T
HKS$ HKS$
WA - BB Kk Purchases of property, plant and equipment 1,990,000 25,485,932
4% T 5 & T AR A B Acquisition of distribution rights under
REr R TR Z film and television drama series
BT RE licensing agreements 172,504,813 206,062,915
PR 45 B 4T 15 3k 1 8% Interest-free advances to licensors under
W HE N L 3R 0 BB the distribution agreements — 78,571,090
A 48 SR A R 5 o e Balance payable under production service
JRE A % B agreement 48,750,000 48,750,000
FEN Online advertising 4,348,300 8,240,183
227,593,113 367,110,120
33. A AN 33. CONTINGENT LIABILITIES
74 7k 4 7l
THE GROUP THE COMPANY
“REF-H ZERFHE FFF FERHE
2001 2000 2001 2000
HKS$ HK$ HKS HKS$
BEEREAFZ Corporate guarantee in respect
Fil 4 2 B My 42 £t of rental performance by

N T I AR wholly-owned subsidiaries — — 640,000 1,840,000
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34. ¥ pE A

HoBBETFZAZ—H > AREH
A7 7 A ¥ B YD R A B % 31,022,165%
TC(CFRRAE ) ZHE L REE
TR T ERAT > 1 4 AR 4 1B B 0 — TE SR AT
Bk Z A o

R-RR—HTH=Z1+—H » KEH
1] — [ B 25 B M K 3 183,600,000 B 38 52
B A B A ) Z ey (B A 52 7 36 )5
EEAEMRAFZEHER) - EA
25,000,000% 78 (Z B FF4E : M) H At
Bk Z I o KRR AR Z Wi A
#5587,820,000% JG °

R-FRZRETA=Z+—H » ZEH
F 821,991,127 L Z RITHER LT
AT - ERARTALEEZHRITRE Z
i o R _FFE—HET_H=1+—H >
G A 1) SR AT FR AT DL BRAR SR AT K o

34. PLEDGE OF ASSETS

At 31 December 2001, the Group’s leasehold land and building located
in Hong Kong with a total net book value of HK$31,022,165 (2000:
nil) were pledged to a bank to secure a bank loan granted to the

Group.

At 31 December 2001, the Group has pledged 183,600,000 shares in
Ocean Shores Group Limited, being the Group’s entire interest in
Ocean Shores Group Limited, to secure the other loan of
HK$25,000,000 (2000: nil) granted by a financial institution. The
market value of these shares at the balance sheet date amounted to

HK$587,520,000.

At 31 December 2000, the Group’s bank deposits amounting to
HK$21,991,127 were pledged to banks to secure banking facilities
granted to the Group. There were no bank deposits pledged to banks
as at 31 December 2001.
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35. 38 i A 5t 3

(a)

()

7SR 0 R4 5 o e At ) ([ 5
R 3 1) Z B30 B #4513 A
St o A SR B A
WHMZEESRA - AR OCRER
Rk HBE > WEERELSR
B B Z 590tk o BaROR 2 Az IR
TEW A BR o i 8 5% A e 8
A R 32 A BB AR R A &
il o R W BB Bk 2 A R R
Pt iR AR -

SZ AR T v 2 Fi ) 2 W) 2 R B 34 e
9 B R P B v R R 4t 2
BH o BAEHE AR Z AN TEZ
E R NI AL LS N RS
Ko MERAE B E 4 o AL M E
H IR ARt ) M B R AR R
H AR At A R T 2 K o

AR o R AR AE A EH ALK T Bt sk
239,363 (ZF R R 1 541,941
J6) B Z B FH £1,620,57500 (ZBZF
T R]I675,876¥ I0) °

35. RETIREMENT BENEFITS SCHEMES

(a)

(b)

The Group operated a pension scheme under rules and
regulations of Mandatory Provident Fund Scheme Ordinance
(“MPF Scheme”). The assets of the MPF Scheme are held
separately in an independently administrated fund. The Group
has chosen to follow the minimum statutory contribution
requirement of 5% of eligible employees’ relevant aggregate
income. The contributions are charged to the income statement
as incurred. In respect of employees who leave the MPF Scheme
before the employer’s voluntary contributions become fully
vested, the relevant portion of the voluntary contributions

forfeited will be refunded to the Group.

Employees of subsidiaries in the PRC are members of the Central
Pension Scheme operated by the PRC government. These
subsidiaries are required to contribute a certain percentage of
their payroll to the Central Pension Scheme to fund the benefits.
The only obligation of the Group with respect to the Central
Pension Scheme is the required contribution under the Central

Pension Scheme.

During the year, the retirement benefits scheme contributions net of
forfeited contributions of HK$239,363 (2000: HK$541,941) amounted
to HK$1,620,575 (2000: net refund of HK$675,876).
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36. WA LRZY 36. RELATED PARTY TRANSACTIONS

(a) ARPE A 45 1 Bk B 4 M i — Juuu (a) The significant transactions under the supply agreement dated 2

EFZHZHIT 2GS LE December 1999 and the various distribution agreements entered
BrBESHETMETZERLZ S W into between the Group and the Win’s Group are summarised as
T follows:
LM
THE GROUP
“EE-H ZFFFF
2001 2000
# 7 # T
HKS$ HK$
T AR Y T K e 4R Interest-free advances made to the
R4 4 B Bk Win’s Group during the year — 121,245,442
BAHBA Distribution fee income 496,500 20,212,298
MRR AT > AR 5 =H B Pursuant to the distribution agreements, the Group was entitled
BN Z WA 15%% 20% ° to 15% to 20% of the gross receipts generated from the relevant
productions.
MER _BEREF A TEHEGT Pursuant to the two termination agreements dated 14 December
LW A o R R4 2000, the Group terminated the supply agreement dated 2
T A TH B o AR A Ik B K BE December 1999 and the various distribution agreements entered
FEEPR—NNFE T A ZHET into with the Win’s Group with effect from 5 February 2001.
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36. BN LR 5 )

(b)) REFFFETZHTNE > AE

()

VB B2 7k e R K B AR T LA AR
BT % T b e ([ i ))

M ELW#®R - A% ERHE
187,900,000 JC i B A ¥ 21E T %
BB 2EEAREDPZERY
UKBEHMSERZEHRIGH ZIK
BE -~ T A RERMERZE - MIBERH
o AR E R DL — VSRR
ZR—VIENEHELZIBEME
Fl o AR % 4408 3r 55 2 A E B A 7
5% B AT A BR o 7 (3B FPAE ) 74
ZERBRREST—HA=1THRERHUZ M
EFHE - ML BRRER -FF 4
— A+ MEZERS -

R_RRRET A TNH » R4
H 5 sk B & More
Limited ([ More Distribution]) (I
2 5 e AR T BRI 9 2 1 T e A L
20.4% L MR RE 2% 7T A W4 B E
ik ([—EERw®]) -

Distribution

W48 — T AF b ek o A 4R ) DA
265,600,000% JC B A More
DistributionZ 2= ¥ Ff J§ 2 ®] High
Productive Trading Limited%: &B &4
BT B A > M High ProductiveZ &
LEHEEMR -AEELHRAA
ZEMOBRITBAZ LR » —HF
WA R E R R R R
BEZ o BT LR GHER %
FEE T -H=ZTHREZ A EF
HoMIBRROCR_-ZFZEHF—H
TR HHEZIHZ 5 -

36. RELATED PARTY TRANSACTIONS (continued)

(b) On 14 December 2000, the Group entered into a conditional sale

(©

and purchase agreement and assignment of films (“Films

Agreement”) with Win’s and Win’s Music.

Pursuant to the Films Agreement, the Group purchased the rights,
title and interest in an aggregate of 21 completed motion pictures,
2 motion pictures in progress and an aggregate of 8 television
programmes in Chinese language at a consideration of HK$187.9
million. Under the Films Agreement, the Group had the exclusive
right to exploit the films by all means and in all media worldwide.
The consideration was determined based on the valuation
prepared by American Appraisal Hongkong Limited (“American
Appraisal”), an independent firm of professional valuers, as at
30 November 2000. This transaction was approved by the

independent shareholders on 19 January 2001.

On 14 December 2000, the Group entered into a conditional sale
and purchase agreement (“One Hundred Years Agreement”) with
Win’s and More Distribution Limited (“More Distribution”), a
company in which Mr. Heung Wah Keung and Ms. Chen Ming

Yin, Tiffany have an indirect beneficial interests of 20.4%.

Pursuant to the One Hundred Years Agreement, the Group
acquired the entire issued share capital of High Productive Trading
Limited, a wholly-owned subsidiary of More Distribution, whose
principal assets are its interest in the entire issued share capital
of One Hundred Years of Film Company Limited which is
principally engaged in the production of Chinese language motion
pictures at a consideration of HK$265.6 million. The consideration
was determined based on the valuation prepared by American
Appraisal as at 30 November 2000. This transaction was approved

by the independent shareholders on 19 January 2001.



M B Wk WGk
NOTES TO THE FINANCIAL STATEMENTS

MEZFEE—4Ef ZH=+—HIE4EE FOR THE YEAR ENDED 31 DECEMBER 2001

36. ALY @)

(D) REZFFFETZHTNE > AF

(e)

[ Bl Samico Films Production
Company Limited ([ Samicol) %t ]
Samicol P R WAk T L L IE Y
EHE Wk - BT 11,200,000%
JC > JIR KRB FHE R R ERET
—A=ZtTHREZAGERF - B
BRER FFE-AHILEH]
WL 5 o

Bt BH 2 4 = % 1) 3% 38 56 £k % Samico
ZEERERBHR -

W_FE—F+—HZ+hH K
FEEBEA W REEAERA A
([ 7 8% 5% ) BELAS 4 [ 3T 7 o o »
AREBRBRERBEERE=E%
WBEMR > BIERRRE  M
BEATHE R AL BERE Z RER] - AR
5 B A RER] > AR 259,100,000
Woe o IR Y W R 2
o RGFHBERAAAF 2T —
E+—HA=Z+HRBZAMG -

36. RELATED PARTY TRANSACTIONS (continued)

(d) On 14 December 2000, the Group entered into five conditional

(e)

sale and purchase agreements with Samico Films Production
Company Limited (“Samico”) for the acquisition of properties from
Samico at an aggregate consideration of HK$11.2 million. The
consideration was determined based on the valuation prepared
by American Appraisal as at 30 November 2000. This transaction
was approved by the independent shareholders on 19 January
2001.

Mr. Heung Wah Keung and Ms. Chen Ming Ying, Tiffany are

directors and beneficial shareholders of Samico.

On 29 November 2001, Ocean Shores Video Limited (“OSVL”),
an associate of the Group, entered into agreements with the
Group pursuant to which the Group agreed to grant to OSVL the
exclusive rights which included the theatrical rights, video rights
and other medium rights except internet rights of three movie
titles for a total consideration of HK$9.1 million. The consideration
was determined at a price agreed between the parties. Details of
this transaction are set out in the Company’s announcement dated
30 November 2001.
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36. WEANLRY @) 36. RELATED PARTY TRANSACTIONS (continued)

() W > AEE [ i B g 2 ) OB K 32 (f) During the year, the Group received the following fee income

5 & WA KB X - from and paid the following expenses to the associate:
A 45
THE GROUP
B8 A 4 PR R CERFF
Name of associate Nature 2001 2002
# BT
HKS$ HKS$
% i RAEA R A B WA — 60,000
Top Yield Production Limited Management fee income
AR A R A A A 240,000 342,000
Lucky Assets Holdings Limited Management fee income
Ik 5 % e A\ — 78,000

Service fee income

WRBTHMAF LA

Ocean Shores Distribution Limited Rental expenses 405,470 —
o P e MR B B A AR ) 2 R A The management fee and service charges are charged at costs
7o incurred by the Group.

1h) % 5 S 2k R B S & A i R B Mr. Heung Wah Keung and Ms. Chen Ming Yin are directors and
FAHBRAF - ZHRREFGRAF K shareholders of Ocean Shores Distribution Limited, Top Yield
AMEEFGRAR ZEFIHBR - Production Limited and Lucky Assets Holdings Limited.

(g) W W e JRE A Wk 785 2 R T B 78 2 ) 3K (g) Details of amounts due from and to associates and related
TH Z 5F 1% 43 Bl SRS B ik 228 23 o companies are set out in notes 22 and 23 respectively.
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37.

B HBEH

ROBFZAETA T —H » RAF M
UTARSG :

(a)

(b)

RZBRZHEZHALH - BREHE
FRAFREREFEEIBAAFREZE
Fft 8§ /A %] China Star International
Distribution Limited ([ CSID]) ] 3%
BT RER R > CSIDA Mt 1)
= B 4 RE R o0 B H B SE-4E
W mMBREERNB1I1ETBER
W (KA RN R Z
WrHE > AR 25 33,800,000% JT ©
ARAE 775 4 78 . B 3E A% B A W] 22 3
FEEARARR 22 E A=
T—HRBZ AT o RENE
WHREBAEMRAR BITAE
33,800,000 JG Z ] ¢ B 5 38 7
e RGECRFFHNWANH
B ©

MoFRTHE_ANLH - BHEEH
B CSIDFE] 3 A & 14 Hh I 46 1 17 3%
CSIDHA 14 IF] 35 B Hb [ 4% 8 19 8 56
BH R E =R B - g R
RUBLEHERDBEGHER
(KA RN R Z B
FEEITHE ([BEATHED) -

R4 b 3 B B 5 - W R RE A
CSIDX A15,000,000% 7T Z ##4: > DA
A Wi B AT R B O I L RE >
M 2 1% T 51 o 2 Hh I B AT R 2 4
TERAREE - Mg HEIEE
BB ATRE > BN ZH ST oL Hb IR B AT W
oo MR EBIT R - WHEE
#H(RHBEZEEAR) AREE
B XA R B E R A5 Z i
BH > HCHERY BIERARLN BB
5,000,000% JC) Z 200,000 G &
A++# B (B IE R A &8 8
30,000,000% JG) Z 1,000,0003 JG A
E o BEFBEIHMEBITME10
o RGURFEF_MHEMNANH
SBHE ©

MEZFEE—4Ef ZH=+—HIE4EE FOR THE YEAR ENDED 31 DECEMBER 2001

37. POST BALANCE SHEET EVENTS

On 11 February 2002, the Company announced the following
transactions:

(a) On 5 February 2002, Ocean Shores Pictures Limited (“OSP”) and
China Star International Distribution Limited (“CSID”), a wholly-
owned subsidiary of the Company entered into a conditional
licensing agreement pursuant to which CSID conditionally agreed
to grant to OSP the licensing rights in the PRC (except Macau
and Taiwan) and Mongolia in respect of 116 movies for a term
of 10 years from the date of completion of the licensing agreement
at a total consideration of HK$33,800,000. The consideration was
determined based on the valuation report prepared by Adonis
Appraisal Limited, an independent firm of professional valuers,
dated 31 January 2002. The consideration will be settled by the
issue of the convertible notes in the principal amount of
HK$33,800,000 by the Ocean Shores Group Limited. This
transaction was completed on 8 April 2002.

(b) On 5 February 2002, OSP and CSID entered into a conditional
territory supply agreement whereby CSID conditionally agreed
to, during the term of three years from completion of the territory
supply agreement, grant in favour of OSP a first right of refusal
to acquire the exclusive distribution rights in respect of each
films in the PRC (except Macau and Taiwan) and Mongolia
(“Distribution Rights”).

Pursuant to the territory supply agreement, OSP shall pay an
amount of HK$5 million to CSID as a deposit for the grant of the
first right of refusal to acquire the Distribution Rights and as
security for the licence fees payable under the territory
distribution agreements to be entered into. If OSP elects to acquire
the Distribution Rights, a territory distribution agreement in
respect of the film will be entered into pursuant to which OSP
(or its designated group company) shall pay a licence fee in
respect of each film calculated by reference to its grading, ranging
between HK$200,000 for a Grade C film (cost of production not
more than HK$5 million) to HK$1,000,000 for a Grade A++ film
(cost of production at least HK$30 million). The territory
distribution rights in respect of a film will be for a period of 10
years. This transaction was completed on 8 April 2002.
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37. S HHBEFEH @)

(©

(d

M_FRTHE=ZHTH » KAEW
MEEBRRESERTMRALSA K
Porterstone Limited ( i) 3 i 4 A4 K
B BA 25 4 - 3 B 25 BE A % W A F
ZHERR) B — BB R AR A H] 4
B RTS8 1 R B R I R o AR
BEm# > 2HAEAMRAAR
Porterstone Limited B 43 31 [l & 1
W B F AR 0.095% 0T Z H A
fit £ 107,000,0008% & 195,000,000/8
BL & e 4 o B AMBRIRE T % - &2
B A Al &Porterstone Limited
B4 A A ) R A 1B 0.095 ¥ T8
Z B ¥ W@ M 131,653,393 K&
221,000,000 ¥ W& B v - %
32,000,000% JG Z 58 i Fir 44 K JH 5
BRI R RAEE — BB

RoZRFZE=ZAZH s KA
BH®W _—FRANUH T HRHFE
5 T B BLA B0 v B — A R
By Z Vo Bt JBe > 45 B B IR B 3 A
0.05% T > £ & #152,900,000% JC
(RIMBRBAZ) o BB BT 155K 8 55
3B R AR 5 R B A A T — g
BE o

37. POST BALANCE SHEET EVENTS (continued)

(©

(D

On 2 March 2002, Dorest Company Limited and Porterstone
Limited, the substantial shareholders of the Compnay and in which
Mr. Heung Wah Keung and Ms. Chen Ming Yin, Tiffany have
beneficial interests, entered into a placing agreement with a
placing agent and a subscription agreement with the Company
respectively. Pursuant to the placing agreement, Dorest Company
Limited and Porterstone Limited have agreed to place 107,000,000
and 195,000,000 placing shares respectively to independent
investors at a price of HK$0.095 per share. On the other hand,
according to the subscription agreement, Dorest Company Limited
and Porterstone Limited conditionally agreed to subscribe for
131,653,393 and 221,000,000 subscription shares respectively at
a price of HK$0.095 per share. The net proceeds from the
subscription of approximately HK$32 million will be used for

movie production and as general working capital of the Group.

On 20 March 2002, the Company proposed to raise not less than
about HK$52.9 million before expenses by issuing one rights
share for every two existing share held on 12 April 2002 at a
subscription price of HK$0.05 per rights share. The net proceeds
from the rights issue are intended to be used for movie production

and for general working capital of the Group.



38. LEHHE A vl Z Wk

M B Wk WGk
NOTES TO THE FINANCIAL STATEMENTS

MEZFEE—4Ef ZH=+—HIE4EE FOR THE YEAR ENDED 31 DECEMBER 2001

38. PARTICULARS OF PRINCIPAL SUBSIDIARIES

TR FE R I B B A A The following table lists the subsidiaries of the Company which, in
REEZARAFAMBAR - EERSE - the opinion of the directors, principally affected the results or assets
550 A B 2 W) 2 R 4 i R of the Group. To give details of other subsidiaries would, in the
YT =3 opinion of the directors, results in particulars of exercise length.
AR W i K CH#iT R
CRfT R A B A
(i3 00 B A ik Tk ¥ A% i fEL b Bl ok ik ¥ A
BifE B % Proportion of Issued and
Place/ Pt % )6 £ nominal value of fully paid
country of B issued capital/ share capital/
W& 2 ¥ % 4 incorporation/ Class of registered capital registered FEEH
Name of subsidiary formation share held held by the Company capital Principal activities
%
Anglo Market International %EELHE HER 100 IMRWEAE13ETE  fRAEE N RFE
Limited British Virgin ~ Ordinary 1 share of Provision of artists
Islands USs$1 services
b A 0 s E# 49 300,000%7C Rk KR
FWAH (ita, c Xd) the PRC Capital US$300,000 Design and production
Beijing Creative Star contribution of advertisements
International
Advertising
Co. Ltd. (notes a, ¢ and d)
(“Beijing Creative Star”)
Business First Limited EHELRE  HER 100 1BRE1EIT FAH 4Rk YR
British Virgin ~ Ordinary 1 share of Holding of cable right
Islands USs$1
China Star Entertainment ~ %BELHE HER 100 200 HEER
(BVD Limited British Virgin ~ Ordinary BB 1EIC  Investment holding
Islands 200 shares
of US$1

each
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38. REMWBAFZWN @)

38. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(continued)
A 2w B oK
vHfRAS BRBAS
i ok i 6 A i 4 B ok i ¥ A
Bi fE B % Proportion of Issued and
Place/ Pt % JBt 43 nominal value of fully paid
country of iR issued capital/ share capital/
I I8 2 ¥l % 4 incorporation/ Class of registered capital registered FEEH
Name of subsidiary formation share held held by the Company capital Principal activities
%
hREREERARAR B Wi 100 2B BEEK
China Star Entertainment  Hong Kong Ordinary BREM1¥IC  Investment holding
Holding Limited 3 B K
1,000,000/
5 i 1 19 T
0 45 5% M A I
(ite)
2 ordinary
shares of
HK$1 each

THEGFERITAMRAR B
China Star HK Distribution Hong Kong
Limited

and 1,000,000
deferred non-
voting shares
of HK$1 each

(note e)

W 98 f 100
Ordinary

100,000

5 Ji T A
198 70 % 78 i
100,000
ordinary
shares of

HKS$1 each

EEREHERRERRX
BT B R
B G B BAT

Production of and
trading in compact
discs and cassette
tapes, and
distribution of
motion pictures and
television drama

series
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38. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(continued)
A2 W B K CH#iT R
CRT R A, B BeA
30 DA wl: Tk ¥ A% i L B Bl ok M ¥ A
B e, B % Proportion of Issued and
Place/ Pt % 1B £y nominal value of fully paid
country of %A issued capital/ share capital/
W & 2 ¥l % A incorporation/ Class of registered capital registered 1 EEH
Name of subsidiary formation share held held by the Company capital Principal activities
%
PREFBREAMAF HiE W9 M 100 1,000,000/ Az 7 B ' 5 8% 5 75 &
China Star HK Hong Kong Ordinary 5 B T o B ¥
Entertainment 1L EBER  Production of and
Company Limited 1,000,000 trading in video
ordinary product and
shares of investment holding
HKS$1 each
B 2 AR A B i 8 i 100 2f FHERBE R
China Star i-Content Hong Kong Ordinary 4 Ji I B (o3 ik
Limited 1L EER  Holding of film footage
2 ordinary and making of
shares of entertainment
HK$1 each content
China Star International KBELHE HER 100 8,001 BR KB HE B BT
Distribution Limited British Virgin ~ Ordinary B 1%L Distribution of motion
(#b) (note b) Islands 8,001 shares of pictures and
US$1 television drama

each

series
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38. REMWBAFZWN @)

38. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(continued)
A 2w B oK
vHfRAS BRBAS
i ok i 6 A i 4 B ok i ¥ A
Bi fE B % Proportion of Issued and
Place/ Pt % JBt 43 nominal value of fully paid
country of iR issued capital/ share capital/
I I8 2 ¥l % 4 incorporation/ Class of registered capital registered FEEH
Name of subsidiary formation share held held by the Company capital Principal activities
%
RSB RARAT B Wi 100 15,000/ & Bt #2680 B K
China Star Laser Disc Hong Kong Ordinary T £ 100% 75 "R
Company Limited LER  Provision of
15,000 management services
ordinary and investment
shares of holding
HK$100 each
PREERAEHARAT B W R 100 1,000,000/ 32 £t 26 B R 2% & AR
China Star Management Hong Kong Ordinary 5 JB i A AR
Limited WL EER  Provision of artists
1,000,000 services and
ordinary production of
shares of television drama

HK$1 each

series
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38. FEWBAFAZWN @)

38. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(continued)
A2 W B K CHEITR
CRT R A, B BeA
30 DA wl: Tk ¥ A% i L B Bl ok M ¥ A
B e, B % Proportion of Issued and
Place/ Pt % 1B £y nominal value of fully paid
country of %A issued capital/ share capital/
W & 2 ¥l % A incorporation/ Class of registered capital registered 1 EEH
Name of subsidiary formation share held held by the Company capital Principal activities
%
B A R A i W R 100 2B KEA Y U
China Star Pictures Hong Kong Ordinary BREM  Holding of film right
Limited 198 70 8 Bt
2 ordinary
shares of
HK$1 each
b RERERBEARAR  FE W 100 2B SRR AR R B
(T 7 2% W5k B B2 A PR A W]) Hong Kong Ordinary BB WM Provision of post
China Star Production 198 70 ¥ 18 i production services
Services Limited 2 ordinary
(Formerly known as shares of
Winwell International HKS$1 each
Limited)
o 2 R A PR A REELHE TER 100 B FA PR R
China Star Trademark British Virgin ~ Ordinary WAE13€7C Holding of trademark
Limited Islands 1 share of and copyrights
US$1
China Star Worldwide 145 W W9 fB 100 400 BHREHREAR RS
Distribution B.V. The Netherlands Ordinary HRMEM  Distribution of
(7b) (note b) 10074 B J& motion pictures and
A 5 i television drama

400 ordinary

shares of

Dutch Guilders

100 each

series
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38. REMWBAFZWN @)

38. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(continued)
A 2w B oK
vHfRAS BRBAS
i ok i 6 A i 4 B ok i ¥ A
Bi fE B % Proportion of Issued and
Place/ Pt % JBt 43 nominal value of fully paid
country of iR issued capital/ share capital/
I I8 2 ¥l % 4 incorporation/ Class of registered capital registered FEEH
Name of subsidiary formation share held held by the Company capital Principal activities
%
Classical Statue Limited EBRELBEE L@ 100 R REER
British Virgin ~ Ordinary WE13£JC  Investment holding
Islands 1 share of
US$1
v I S A PR il W8 i 100 10,000/ WL H B #E 2
Cyber Cineplex (China) Hong Kong Ordinary 5 1B i A FH BA AR 5 K 42 43t
Limited ETEER  REMSRREER
10,000 ordinary  Provision of advance
shares of technology and
HK$1 each relevant services on
visual programme
broadcasting and
investment holding
Exceptional Gain Profits ERELRE HER 100 1 WERE
Limited British Virgin  Ordinary HAH13EIC  Property investment
Islands 1 share of

US$1
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38. LEWB AW ZFEN @) 38. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(continued)
A2 W B K CHEITR
CRT R A, B BeA
30 DA wl: Tk ¥ A% i L B Bl ok M ¥ A
B e, B % Proportion of Issued and
Place/ Pt % 1B £y nominal value of fully paid
country of %A issued capital/ share capital/
W & 2 ¥l % A incorporation/ Class of registered capital registered 1 EEH
Name of subsidiary formation share held held by the Company capital Principal activities
%
ZHR(F#) AMAH LR W R 100 2B FHEYE
Newrich (HK) Limited Hong Kong Ordinary BRMEE1WIC  Property holding
Wi R
2 ordinary
shares of
HK$1 each
—HEBEHRAF B 1 i 100 3,000,000 R
One Hundred Years of Hong Kong Ordinary BIRMEME  Film production
Film Company Limited IR
3,000,000
shares of
HKS$1 each
SR W R S T W A 70 H Hg 70 ARW  BREE R %
HRAHE (itc) the PRC Capital 10,000,0007C  Visual programme
S & E Cyber Cine Plex contribution RMB10,000,000 broadcasting
Ltd. (note ¢)
A A AT B W18 i 100 2B RUREE R BRI AR
S & W Entertainment Hong Kong Ordinary BRI  Production of motion
Limited 1% 70 ¥ 18 i picture and
2 ordinary television drama
shares of

HKS$1 each
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38.

(a)

(b)

(©)

(d)

(e)

Chin

M B W Rk WGk

LB A 25N @)

A A 7R TS — ] v A 4R ] B — o i
BB E=FER L2 EEAT - &5
Bl — iU L E R 4 o
MRBR R Bk A8 5 A LRI e 2 4
Bk REMAFRE LREGEAN
ZH B R B A RE AR A B
AR A > FEMER WAL
ZEBE B > WA RO R %
A W) Z 8 i A 2 e 4R R o UL > 7
—JULEEILA LA E R 4+
ZA=ZtT BB o AREEEEES
A6 IR Al B 100002 5875 HE 25 -

T R BRAC B H -

e v B R S e

W] Z R B MR R e B H BT &
st il 47 %V
432 2 S S e A A N S R B

S SN SR PN
A > ELE B E B A T EA F 2
&

a Star Entertainment (BVI) Limited &

China Star Worldwide Distribution B.V.H

Az
A s

B ELERHEA > T T A At i 2 7 B e
F A

EGR R LR D) A et - 3
W R AW -

i Ol Ja 2 ] 4 A H B4R v AT A0 IR ]
HBE B A o A W [o] 2 £ 5 o 0% o

100

38. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(continued)

Notes:

(a)

(b)

(©

(D

(e)

Beijing Creative Star is an equity joint venture company established by
the Group with an independent third party in PRC for a joint venture
period of 20 years starting from 9 September 1997. Under a management
agreement with the Chinese party on the same date, the Group is
responsible for all of the assets and liabilities of the equity joint venture
company and is entitled to all of the net profits or losses of the operation
after payment of fixed amount as management fee to the Chinese party
each year during the term of the management agreement. The Group
therefore effectively has 100% attributable economic interest in Beijing
Creative Star for the term running from 9 September 1997 to 31 December
2002.

Operating internationally.

Operating in the PRC.

Company not audited by Deloitte Touche Tohmatsu.

The non-voting deferred shares carry no right to dividend or receive

notice of or to attend at any general meeting and principally carry no

right to receive any surplus in a return of capital in a winding up.

China Star Entertainment (BVI) Limited and China Star Worldwide Distribution

B.V. are directly held by the Company. All other subsidiaries are indirectly

held by the Company.

Except otherwise stated, the principal place of operation of the subsidiaries

is Hong Kong.

None of the subsidiaries had any debt securities outstanding at the end of

the year, or at any time during the year.
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39. TEBBAGAZER 39. PARTICULARS OF PRINCIPAL ASSOCIATES
T T A S
REEZANTGEAT o HHDE >
2B AT 4 A 7 2 R R R 0 R

The following table lists the associate of the Company which, in the
opinion of the directors, principally affected the results and assets

of the Group. To give details of other associated would in the opinion

YT =3 of directors, result in particulars of exercise length.
A2 B R B
Wk it AT B A
Pife b, TH i b 4 C#1T
EHEBUR HE Proportion of B 8 R e A
Form of Place/ nominal value of Issued and
B8 AT AR business country of issued capital held fully paid FEEH
Name of associate structure incorporation indirectly by the Group share capital Principal activities
%
Manful Corporation G WA U 50 10,0008 % Ji§ 36 %
Limited* Incorporated ~ Hong Kong BRI E Operation of a lounge
198 76 35 18 1
10,000 ordinary
shares of HK$1
each
R AR A A Al R 3 A 38.64 4,752,000,000/% 5 H Sk HHE > BT
Ocean Shores Group Incorporated ~ Bermuda BREAE HECRRBE R
Limited 0.1¥ 6% BB Sub-licensing of video
4,752,000,000  programme rights,
ordinary shares  distribution of video
of HK$0.1 each  compact discs and
Investment holding
Ocean Shores Licensing b At L FF IR LB 38.64 10,0008 7675 ¥ S W™ DL Ah b [
Limited Incorporated  British Virgin TREAE B H BT
Islands 1£LEBER  Sub-licensing of video

10,000 ordinary
shares of US$1

each

programme rights
outside Hong Kong

and Macau
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39. PARTICULARS OF PRINCIPAL ASSOCIATES

(#) (continued)
A2y W 4 B 4
3 AT IR A
Pifess,/ Tii L b Bl C#1T
EHAMBR HE Proportion of B 8 R B AR
Form of Place/ nominal value of Issued and
B8 A\l 44 business country of issued capital held fully paid FEEH
Name of associate structure incorporation indirectly by the Group share capital Principal activities
%
7 B A R il B 38.64 10 7E7 W KRMBTHH
Ocean Shores Video Incorporated Hong Kong BREMA YR BRRK
Limited 100 H B SRt il X e e B
J%20,000/ Distribution of video
BHREH 10086 programmes, film
R EZHEE LR~ exhibition, provision
10 ordinary  of video conversion
shares of HK$100  services in Hong Kong
each and 20,000 and Macau
non-voting
deferred shares of
HK$100 each**
wRBETARA A ik R 3 B 38.04 1,000,000 7575 ¥ ¥ £ 6 H 8% 3% 1
Ocean Shores Incorporated Hong Kong BB ME Sub-licensing of video
Distribution Limited WELEBMR  programme rights in
1,000,000  Hong Kong

ordinary shares
of HK$1 each
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39. LEBE AN 39. PARTICULARS OF PRINCIPAL ASSOCIATES
(%) (continued)
A2 W [ 4% B 4
3 AT B A
Pife s,/ % /A% T fEL Ve Bl C#fT
EHRAMBR HE Proportion of B 880 R JBE A
Form of Place/ nominal value of Issued and
BEAE AR business country of issued capital held fully paid FEE#H
Name of associate structure incorporation indirectly by the Group share capital Principal activities
%
ERBEHRAF 3N A iR 38.64 2B B H BREAE
Smart Choice Incorporated ~ Hong Kong HE 1T BEEHH &AL
Investments Limited TERk SRR

2 ordinary Distribution of video
shares of  programmes,
HK$1 each  television
programmes and
other video features

in PRC

= WIRMER o BARBIT G ATE o * Company not audited by Deloitte Touche Tohmatsu.

s SRR SIREAR A IR A SR N BT BRI SR * The non-voting deferred shares carry practically no rights to dividends
RSB S T R R A A 2 EF > R nor to receive notice of nor to attend or vote at any general meeting
A RR ARG RS BR of the relevant companies nor to participate in any distribution on
T R A W] 2 BT ) 439K o winding up.




