The directors present their annual report and the audited
financial statements for the year ended 31st December,
2002.

Pursuant to a special resolution passed at a special general
meeting held on 27th May, 2002, the name of the Company
was changed from Ocean Shores Group Limited to Riche
Multi-Media Holdings Limited with effect from 10th June,
2002.

The Company acts as an investment holding company. The
activities of its subsidiaries and associates are set out in
notes 14 and 17 respectively to the financial statements.

The results of the Group for the year ended 31st December,
2002 are set out in the consolidated income statement on
page 25.

A summary of the audited results and the assets and
liabilities of the Group for the last five financial years ended
31st December, 2002 is set out on page 79.

The Group’s leasehold land and buildings were revalued at
31st December,
approximately HK$874,000 has been charged to the
properties revaluation reserve.

2002. The revaluation deficit of

During the year, the Group disposed of its plant and
machinery and studio and lighting equipment with an
aggregate carrying value of approximately HK$23,500,000.

Details of these and other movements during the year in
the property, plant and equipment of the Group are set
out in note 13 to the financial statements.
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Details of movements during the year in the share capital
and outstanding warrants of the Company are set out in
note 24 to the financial statements.

Details of movements in the reserves of the Group and of
the Company during the year are set out in page 29 and
note 25 to the financial statements respectively.

As at 31st December, 2002, the Company’s had no reserves
available for distribution.

The percentages of the aggregate turnover for the year
attributable to the Group’s five largest customers are as
follows:

The largest customer 60%
Five largest customers combined 95%

The percentages of the aggregate purchases for the year
atfributable to the Group’s five largest suppliers are as
follows:

The largest supplier 72%
Five largest suppliers combined 89%

At 31st December, 2002, China Star Entertainment Limited
("China Star”), a shareholder holding more than 5% of the
Company’s share capital had a beneficial interest in one
of the Group’s five largest suppliers. All fransactions between
the Group and the supplier concerned were carried out on
normal commercial terms. Mr. Heung Wah Keung and his
spouse, Ms. Chen Ming Yin, Tiffany, are also directors of and
have beneficial interests in China Star.

Other than as disclosed above, none of the directors, their
associates or any shareholders (which to the knowledge of
the directors owned more than 5% of the Company’s issued
share capital) had an interest in any of the Group’s five
largest customers or suppliers.
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The directors of the Company during the year and up to
the date of this report were:

Executive directors:
Mr. HEUNG Wah Keung (Chairman)
Ms. CHEN Ming Yin, Tiffany (Vice Chairman)

Mr. LEl Hong Wai (Chief Executive Officer)

Independent non-executive directors:

Mr. LAl Hok Lim
Mr. TANG Chak Lam, Gilbert (appointed on

6th February, 2002)
Mr. WONG Yuen (resigned on

27th May, 2002)

In accordance with the Company’s bye-laws, Ms. Chen Ming
Yin, Tiffany shall retire by rotation at the forthcoming annual
general meeting and, being eligible, offer herself for re-
election.

The term of office of each independent non-executive
director is the period up to his retirement by rotation in
accordance with the Company’s bye-laws.

There are no existing or proposed service confracts between
any of the directors and the Company or any of ifs
subsidiaries, other than contracts expiring or determinable
by the employer within one year without payment of
compensation (other than statutory compensation).
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At 31st December, 2002, the interests of the directors and
their associates in the share capital of the Company and
its associated corporations, within the meaning of the
Securities (Disclosure of Interests) Ordinance (the “SDI
Ordinance”), as recorded in the register maintained by the
Company pursuant to Section 29 of the SDI Ordinance or
otherwise notified to the Company and The Stock Exchange
of Hong Kong Limited (the "Stock Exchange”) pursuant to
the Model Code for Securities Transactions by Directors of
Listed Companies were as follows:

1. Interests in shares in the Company
Name of director Nature of interest
EFEHE EmME
Mr. Heung Wah Keung * Corporate
[m) 3 58 5 A NS
Ms. Chen Ming Yin, Tiffany * Corporate
PREAZR ZZ L+ NS
* This refers to the same number of 192,998,000 shares

beneficially held by Classical Statue Limited ("CSL"), a
wholly-owned subsidiary of China Star, a company in
which Mr. Heung Wah Keung and Ms. Chen Ming Yin,
Tiffany, have controlling interests.

2. Rights to acquire shares in the Company

Pursuant fo the share option scheme of the Company
adopted on 21st January, 2002, the directors may, atf
their discretion, invite partficipants to fake up options
at a consideration of HK$1.00 to subscribe for ordinary
shares in the Company. Further details of the share
option scheme are set out in note 32 to the financial
statements and the section under the heading “Share
Option Scheme” below.
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Rights to acquire shares in the Company (continued) 2. BEXQATRMDZEFRN (E)

Details of movements in the share options to subscribe AABMETESR LD BRENRE
for shares of HK$0.10 each in the Company granted KAEEBE0I0E L2 RHDEEFIS
to certain directors are as follows: mr

Number of options

BREZR
Exercise At Granted Cancelled At
Date Exercisable price 1.1.2002 during during 31.12.2002
Name of director of grant period per share R-FE- the year theyear RZZEZ_-F
EZERB Rt AH T BRITEE -B-B RAFERE RAFEHE +t-B=1+-H
(Note i) HKS (Nofe i) (Note i)
(i) BT (3i) (&iii)
Mr. Heung Wah Keung  8.3.2002 8.3.2002 to 7.3.2012 2.60 - 475,000 (475,000) —
MERLE “5%-% —ZS-_%#=-FA)\RZ
AN “T-Zf=AtH
Ms. Chen Ming Yin, 8.3.2002 8.3.2002 to 7.3.2012 2.60 - 475,000 (475,000) —
Tiffany Z2%-F ZZTZZE-ANHE
RERTT =ANR “Z--FZAtH
Mr. Lei Hong Wai 8.3.2002 8.3.2002 0 7.3.2012 2.60 — 4,750,000 — 4,750,000
TEBRE “ZE-F -—ZFT-F=A)\BZE
=ANAB “T--F=-AtH
- 5,700,000 (950,000) 4,750,000
Notes: it
0) The exercisable period commenced on the date of 0) TFEHBBEEBERER LA A
grant of the relevant share options. 15 o
(i) The closing price of the share immediately before the (i EHREBEBHAZEOKTES
date of grant was HK$2.525. 2525 T °
(i) Pursuant to the minutes of the directors’ meeting dated (i) WERZZTZ-_FRA=-+=A%
23rd May, 2002, the unexercised options of 475,000 held TEEEHRIGHTH - MERE
by Mr. Heung Wah Keung and 475,000 held by Ms. Chen EERARZTR-_TT=_FAHA
Ming Yin, Tiffany at 23rd May, 2002 were cancelled. ZT=HZ B A 2475,00017 &
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(iv) No option was exercised during the year. (v) AEEWEITEERE -



3. Interests in warrants

The following directors have interests in the warrants
which carry rights to subscribe for shares of HK$0.10
each in the Company at a subscription price of
HK$3.60 per share (subject to adjustment) during the
period from 17th June, 2002 to 16th June, 2005 (both
days inclusive):

Name of director
EEEH

Mr. Heung Wah Keung* MR S A
Ms. Chen Ming Yin, Tiffany* PBRAFEE 2z £+
* These warrants are held by CSL, a wholly-owned

subsidiary of China Star.

Details of the warrants issued by the company are set
out in note 24 to the financial statements.

Save as disclosed above, at no tfime during the year
was the Company or its holding companies,
subsidiaries or fellow subsidiaries, a party fo any
arrangements to enable the directors or chief
executives of the Company or to the spouse or
children under 18 years of age of such director or
chief executives, to acquire benefits by means of the
acquisition of shares in, or debenfures of, the Company
or any other body corporate or had exercised any
such rights.

Particulars of the Company’s share option scheme and
details of movements during the year in the share options
to subscribe for shares of HK$0.10 each in the Company
granted under the share option scheme adopted on 21st
January, 2002 are set outf in note 32 to the financial
statements.

As disclosed in note 32 to the financial statements, the
Company had granted a total number of 19,950,000 options
during the year. The fair value of the options granted during
the year measured at the date of options granted on 8th
March, 2002 was HK$2.25 per option. The following significant
assumptions were used to derive the fair values using the
Black-Scholes option pricing model:

1. an expected volatility of 90.59%;

2. no annual dividends; and
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3. the estimated expected life of the optfions granted is
10 years. The corresponding 10 year Hong Kong
Exchange Fund Notes interest rate at the date the
options were granted was 6.17 % per annum.

For the purposes of the calculation of fair value, no
adjustment has been made in respect of options expected
to be forfeited due to lack of historical data.

The Black-Scholes option pricing model requires the input
of highly subjective assumptions, including the volatility of
share price. Because changes in subjective input
assumptions can materially affect the fair value estimate, in
the directors’ opinion, the existing model does not necessary
provide a reliable single measure of the fair value of the
share options.

Details of the discloseable connected transactions with
China Star and its subsidiaries and directors’ interests in
conftracts for the year are set out in note 34 (a) to (h) to
the financial statements.

The independent non-executive directors of the Company
have reviewed and confirmed that the connected
fransactions as set out in note 34 (a) to (g) to the financial
statements entered intfo by the Group were in the ordinary
course of its business, on normal commercial ferms and in
accordance with the tferms of the agreement governing
such fransactions.

Save as disclosed above, no contracts of significance to
which the Company or any of its subsidiaries was a party
and in which a director of the Company had a material
interest, whether directly or indirectly, subsisted at end of
the year or at any time during the year.
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As at 31st December, 2002, the following parties were
interested in 10% or more of the issued share capital of the
Company as recorded in the register kept by the Company

RZZEZZF+A=+—8  BEALQ
ARBREEERGOEI16(NEFEE 2 &R
sl - THATHEAEERRB D BITRA

under Section 16(1) of the SDI Ordinance: 10%3K A E#EE -
Percentage
Number of shares of issued
BB EE Total  share capital
Shareholding interests B HEBTRXK
R EH BOK
Name Direct Deemed
g8 E# &
CsL CSL 192,998,000 — 192,998,000 40,61%
China Star FEE — 192,998,000 192,998,000 40,61%
Top Vision Management Limited Top Vision Management
Limited 79,200,000 — 79,200,000 16.67%

The shareholding interests held by China Star in the
Company are held indirectly through CSL.

Save as disclosed above, at 31st December, 2002, no other
parties were recorded in the register required by the SDI
Ordinance to be kept as having an inferest of 10% or more
of the issued share capital of the Company.

Details of the Group’s retirement benefits scheme are set
out in note 33 to the financial statements.

Neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s listed securities
during the year.

There are no provisions for pre-emptive rights under the
Company’s bye-laws, or the laws of Bermuda, which would
oblige the Company to offer new shares on a pro-rata basis
to existing shareholders.
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In the opinion of the directors, the Company has complied
throughout the year ended 31st December, 2002 with the
Code of Best Practice as set out in Appendix 14 of the
Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”).

The audit committee of the Company as at 31st December,
2002 comprised Messrs. Lai Hok Lim and Tang Chak Lam,
Gilbert, the independent non-executive directors. The
principal duties of the audit committee are to review with
management the accounting principles and practices
adopted by Group and discussed internal controls and
financial reporting matters including reviews of interim and
annual financial statements.

As at 31st December, 2002, the aggregate amount of
advances made by the Group to an associate, namely
Gainful Fortune Limited, in the form of convertible notes
was HK$160 million, which represents approximately 73% of
the net assetf value of the Group as set out in its latest
audited consolidated financial statements for the year
ended 31st December, 2002. Particulars of these advances
are set out in note 17 to the financial statements.

The consolidated balance sheet of Gainful Fortune Limited
as at 31st December, 2002 is as follows:

Non-current assets EMBEE
Current assets MENEE
Current liabilities mEEE

Net current assets mMEEEFE
Non-current liabilities FMEBEEFE
Deficiency in shareholders’ funds IR R & S AL

Details of the above associate are set out in note 17 to the
financial statements.

BEEZRA ARARBE-_ZTZT_F+=
A=+—BUHEREFEELETHIME
FEMBRAU(TEMRAD) M4 H 2 &
ERASFR -

RZIZBZE_F+_A=+—H8 AQAZ
BRZECHBINTEETRERELE
REGEMSEEEARK  BREZEEEZEER
ELETEERMNASEERA 2R
REG TR ABEERMEERS
H PEEETHRFEVTHRE -

RZZEE-_F+=—A=+—R8 " A&£ER
H B% & A Rl Gainful Fortune Limited A A]
AR TR 77 A AEH 2 25K & 160,000,000
B EE-_ZEE-_F#+-_A=+—H
IFFE&OMEEREREVBRERME
REBEEFENTI% - 2R 2FHB
AR BEREMZET7 -

Gainful Fortune LimitedR — & —F +

“A=t-RZBAREERBRWT :

HKS 000
FAT

82,096

63,350
(2.252)

61,098

(160,000)

(16,806)

bl B N R 2 R B BN BT R P R
17 »



Details of the significant event occurring after the balance
sheet date are set out in note 35 to the financial statements.

Messrs. PricewaterhouseCoopers, Certified Public
Accountants, acted as auditors of the Company during the
period from 29th October, 1999 (date of incorporation of
the Company) to 31st December, 2000. Messrs. Deloitte
Touche Tohmatsu acted as auditors of the Company for
the past fwo years ended 31st December, 2002. A resolution
will be submitted tfo the annual general meeting to re-
appoint Messrs. Deloitte Touche Tohmatsu as auditors of the
Company.

On behalf of the Board

Heung Wah Keung
Chairman

Hong Kong, 25th April, 2003
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