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Chairman’s Statement
FEWmE

Dear shareholders,

On behalf of the board (“Board”) of directors (the “Directors”) of
Starlight Culture Entertainment Group Limited (the “Company”),
together with its subsidiaries (the “Group”), | present herewith
to the shareholders of the Group the annual report and audited
consolidated results of the Group for the year ended 31
December 2017.

RESULTS OF THE YEAR

During the year of 2017, the Group engaged in media and
culture business, entertainment and gaming business as well
as trading business. The Group’s revenue was HK$39,958,000
(2016: HK$195,562,000) for the year ended 31 December
2017, with a gross loss of approximately HK$3,203,000 as
compared to a gross profit of approximately HK$77,072,000
in the year of 2016. The Company recorded a loss for the year
attributable to owners of the Company of HK$294,439,000
(2016: HK$39,766,000).

Basic loss per share for the year was approximately 49.15 HK
cents (2016: 8.06 HK cents).

DIVIDEND

The Board does not recommend the payment of a final dividend
for the year ended 31 December 2017.

FUTURE PLANS AND PROSPECTS

The Group has established its media and culture business
through engaging with Hollywood famous film directors during
2017. The Group shall continue to explore the possibility of
further extending its business into the media market to further
broaden its income sources. Leveraging on Mr. Yan Xu’s and
Mr. Luo Lei’'s extensive experience in the entertainment business
and under the leadership of an experienced and energetic core
management team, we have full confidence we can steadily
develop our businesses. At the same time, the Group will
strive to improve its performance in its trading business and its
entertainment and gaming business.

Starlight Culture Entertainment Group Limited
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The Group shall strive to take a prudent approach in business
development to safeguard a higher shareholder’s return.

ACKNOWLEDGEMENTS

Finally, on behalf of the Board, | would like to express my sincere
gratitude to the management and all the employees of the Group
for their dedication. | would also like to thank our shareholders,
suppliers, bankers and customers for their continuous support.

Mr. Yan Xu
Chairman

Hong Kong
29 March 2018
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Management Discussion and Analysis

B IR R am AT

BUSINESS AND OPERATIONAL REVIEW

The Group reported a loss attributable to owners of the
Company of approximately HK$294,439,000 for the year ended
31 December 2017 (2016: approximately HK$39,766,000). The
loss was mainly attributable to (i) the gross loss of approximately
HK$3.2 million recognized during the year of 2017 as compared
to gross profit of approximately HK$77.1 million recognized
in the year of 2016; (i) the decrease in impairment losses of
approximately HK$26 million; (iii) the loss on change in fair value
of derivative financial liabilities of approximately HK$29.9 million
recognized during the year of 2017 as compared to a gain of
approximately HK$89.2 million recognized in the year of 2016 in
relation to the convertible bonds issued by the Company; and
(iv) an increase of approximately HK$74.4 million in the Group’s
operating expenses for the year ended 31 December 2017 as
a result of the exploration and development of the media and
culture business.

Basic loss per share for the year amounted to approximately
49.15 HK cents (2016: 8.06 HK cents). Net liability of the Group
were approximately HK$110,445,000 as at 31 December 2017
as compared to net assets of approximately HK$64,505,000 as
at 31 December 2016. The net liability was attributable to the
loss of the Group for the year ended 31 December 2017.

As at 31 December 2017, the Group’s deficiency attributable
to the owners of the Company amounted to HK$69.0 million,
representing a decrease in equity (leading to deficiency) of
HK$177.4 million over the Group’s equity attributable to the
owners of the Company of HK$108.4 million as at 31 December
2016. The deficiency per share attributable to the owners of the
Company as at 31 December 2017 was approximately HK$0.10
(81 December 2016: net asset value per share attributable to the
owners of the Company of approximately HK$0.22).

Starlight Culture Entertainment Group Limited
Annual Report 2017
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Management Discussion and Analysis

MATERIAL ACQUISITION AND
DISPOSAL

During the year, the Group has acquired the entire equity interest
in Starlight Legend Investment Limited. Details can be referred to
the announcements of Company dated 13 December 2017 and
14 September 2017 and the circular of the Company dated 26
October 2017.

Except as disclosed above, there is no material acquisition and
disposal conducted by the Group during the year that should be
notified to the shareholders of the Company.

SEGMENTAL ANALYSIS

Entertainment and Gaming

Affected by the junket arrangement with NagaWorld, an indirectly
wholly-owned subsidiary of NagaCorp Ltd. (“NagaCorp”) came
to an end in early 2017, and under the tightened credit control
over the Group’s gaming promotion business, this segment
recorded a significant decrease in revenue and a gross loss for
the year of 2017.

For the year ended 31 December 2017, the Group generated
revenue and gross loss in the amount of approximately HK$9.1
million (2016: HK$193.1 million) and HK$3.9 million (2016: gross
profit of HK$76.9 million) respectively from entertainment and
gaming business.

Trading of chemical products, and energy
conservation and environmental protection
products

During the year ended 31 December 2017, the Group has
shown improvement towards its trading businesses, its chemical
products business, and energy conservation and environmental
protection products business. The Group’s revenue amounted
to HK$30.9 million (2016: HK$2,419,000), with a gross profit of
HK$870,000 (2016: HK$152,000).
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Management Discussion and Analysis

B IR R am AT

Media and Culture

During the year ended 31 December 2017, the Group has
engaged with the following famous Hollywood film directors to
tap into the business of film production and distribution.

Engagement with Mr. Felix Gary Gray

With the commitment in further diversifying and enhancing
the entertainment business of the Group so as to broaden the
income sources, the Group has engaged Mr. Felix Gary Gray
(“Mr. Gray”) on 28 June 2017 in relation to the development and
production of motion picture projects, which enable the Group to
tap into the business of film production and distribution.

Mr. Gray is an American film director, film producer, music
video director and actor. In 2004, he won the “Best Director”
award awarded by the American Black Film Festival and the
“Outstanding Film Director” award awarded by the Black Reel
Awards. He has directed a number of films such as “The Fate
of the Furious (2017)”, “Straight Outta Compton (2015)", “The
ltalian Job (2003)”, “The Negotiator (1998)" and “Set It Off
(1996)".

The accumulated record of worldwide box office of Mr. Gray’s
films amounted to approximately US$1,949.8 million.

During a term of three years, Mr. Gray will develop three
theatrical motion picture projects (the “Project(s)”) (expected
to be one Project per year) for the Group’s consideration and
approval. If the Group approves such Project(s), the Group will
further negotiate with Mr. Gray for designating such Project(s)
for production and further details of the production film package
which including but not limited to fully developed screenplays,
detailed production budgets, tentative start dates, proposed
locations, and suggested cast lists will be further discussed
between the Group and Mr. Gray. Mr. Gray may participate in the
production of such approved Project(s) as a director, a producer
or an executive producer. Mr. Gray also agreed that he will not
engage with other Chinese owned or controlled company for
similar arrangement.

Starlight Culture Entertainment Group Limited
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Management Discussion and Analysis

Engagement with Mr. Roland Emmerich

The Group has also engaged Mr. Roland Emmerich (“Mr.
Emmerich”), an America’s Hollywood film director, screenwriter
and producer well-known for his disaster films, in July 2017, in
relation to the development and production of motion picture
projects.

Mr. Emmerich is an America’s Hollywood film director,
screenwriter and producer, and is widely known for his
disaster films. He has directed a number of popular films
such as “Independence Day: Resurgence (2016: recorded
worldwide box office of approximately US$389 million*)”, “The
Day After Tomorrow (2004: recorded worldwide box office of
approximately US$544 million*)”, “Godzilla (1998: recorded
worldwide box office of approximately US$379 million*)”,
“Independence Day (1996: recorded worldwide box office of
approximately US$817 million*)”, “Stargate (1994: recorded
worldwide box office of approximately US$196 million*)” and
“The Noah’s Ark Principle (1984)". The accumulated record
of worldwide box office of Mr. Emmerich’s films amounted to
approximately US$3,802 million*.

* Source: www.boxofficemojo.com

During a term of three years, Mr. Emmerich will develop three
Projects (expected to be one Project per year) for the Group’s
consideration and approval. If the Group approves such
Project(s), the Group will further negotiate with Mr. Emmerich
for designating such Project(s) for production and further details
of the production film package which including but not limited
to fully developed screenplays, detailed production budgets,
tentative start dates, proposed locations, and suggested cast
lists will be further discussed between the Group and Mr.
Emmerich. Mr. Emmerich may participate in the production
of such approved Project(s) as a director, a producer or an
executive producer. Mr. Emmerich also agreed that he will not
engage with other Chinese owned or controlled company for
similar arrangement.
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Management Discussion and Analysis

BIEE R wm AT

Engagement with each of Mr. Bryan Singer,
Mr. Robert Zemeckis, Mr. Alan Taylor and Mr.
Jonathan Murray Chu

After the engagement with each of Mr. Felix Gary Gray and Mr.
Roland Emmerich for the development and production of motion
picture projects, the Group has then successively engaged (i)
Mr. Bryan Singer (“Mr. Singer”), (i) Mr. Robert Zemeckis (“Mr.
Zemeckis”), (i) Mr. Alan Taylor (“Mr. Taylor”) and (iv) Mr. Jonathan
Murray Chu (“Mr. Chu”) for the development and production of
motion picture projects

Set out below is the brief biographies and cooperation details of
each of Mr. Singer, Mr. Zemeckis, Mr. Taylor and Mr. Chu:

Mr. Singer is an American Hollywood film director, television
series director, screenwriter and producer, being well known
for action adventure films. He had directed various popular
films, including “X-Men (2000: recorded worldwide box office of
approximately US$296.3 million*)”, “X2: X-Men United (2003:
recorded worldwide box office of approximately US$407.7
million®)”, “Superman Returns (2006: recorded worldwide box
office of approximately US$391.1 million*)”, “Valkyrie (2008:
recorded worldwide box office of approximately US$200.3
million*)”, “Jack the Giant Slayer (2013: recorded worldwide
box office of approximately US$198 million*)”, “X-Men: Days
of Future Past (2014: recorded worldwide box office of
approximately US$747.9 million*)” and “X-Men: Apocalypse
(2016: recorded worldwide box office of approximately
US$543.9 million*)”. He was also one of the producers and
directors of the television series “House”. The accumulated
record of worldwide box office of the seven aforesaid films

amounted to approximately US$2,784.9 million*.
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During a term of three years, Mr. Singer will develop three
Projects (expected to be one Project per year) for the Group’s
consideration and approval. If the Group approves such
Project(s), the Group will further negotiate with Mr. Singer for
designating such Project(s) for production and further details
of the production film package which including but not limited
to fully developed screenplays, detailed production budgets,
tentative shooting dates, proposed locations and suggested cast
lists will be further discussed between the Group and Mr. Singer.
Mr. Singer will serve as the director of the first approved Project
and participate in the production of other approved Project(s)
as a director or producer. Mr. Singer also agreed that he will not
engage with other Chinese owned or controlled companies for
similar arrangements.

Mr. Zemeckis had been awarded Oscar Best Director and
received several nominations. His magnum opuses include
“Forrest Gump”, “Back to the Future”, “Back to the Future Part
II”, “Who Framed Roger Rabbit”, “Cast Away” and “The Polar
Express”. The accumulated record of worldwide box office of Mr.

Zemeckis's films amounted to approximately US$4,243 million*.

During a term of three years, Mr. Zemeckis will develop six
Projects (expected to be two Projects per year) for the Group’s
consideration and approval. If the Group approves such
Project(s), the Group will further negotiate with Mr. Zemeckis for
designating such Project(s) for production and further details
of the production film package which including but not limited
to fully developed screenplays, detailed production budgets,
tentative shooting dates, proposed locations and suggested
cast lists will be further discussed between the Group and Mr.
Zemeckis. Mr. Zemeckis will serve as a director of all approved
Project(s). Mr. Zemeckis also agreed that he will not engage
with other Chinese owned or controlled companies for similar
arrangements.
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Mr. Taylor is a famous American director across film and
television industries. His major film works include “Thor:
The Dark World (2013: recorded worldwide box office of
approximately US$644.6 million*)” and “Terminator Genisys
(2015: recorded worldwide box office of approximately
US$440.6 milion*)”. He had also participated in the shooting
of certain popular television series as a director as follows:
“The West Wing”, “Six Fest Under”, “Sex and the City”, “Lost”,

» o«

“‘Rome”, “The Sopranos”, “Mad Men” and “Game of Thrones”.

The accumulated record of worldwide box office of Mr. Taylor’'s
flms amounted to approximately US$1,085 million.

During a term of three years, Mr. Taylor will develop six
Projects (expected to be two Projects per year) for the Group’s
consideration and approval. If the Group approves such
Project(s), the Group will further negotiate with Mr. Taylor for
designating such Project(s) for production and further details
of the production film package which including but not limited
to fully developed screenplays, detailed production budgets,
tentative shooting dates, proposed locations and suggested cast
lists will be further discussed between the Group and Mr. Taylor.
Mr. Taylor will serve as the director of all approved Project(s). Mr.
Taylor also agreed that he will not engage with other Chinese
owned or controlled companies for similar arrangements. In
addition, Mr. Taylor will provide the Company with a three year
priority adoption right for his original projects. That means during
the three-year term of cooperation, Mr. Taylor’s original projects
or the projects of which controls over development or production
owned by him and which he intends to develop will first be
submitted to the Group for consideration.

Mr. Chu is a young and new prominent ethnic Chinese American
film director and screenwriter. His magnum opuses include
“G.l. Joe: Retaliation (2013: recorded worldwide box office of
approximately US$375.7 million*)”, “Now You See Me 2 (2016:
recorded worldwide box office of approximately US$334.9
million*)”, “Step Up 2: The streets” and “Step Up 3D”, in
which the return on investment of “G.l. Joe: Retaliation” was
considerably high. The accumulated record of worldwide box
office of Mr. Chu’s films amounted to approximately US$1,128
million.

Starlight Culture Entertainment Group Limited
Annual Report 2017

ZYREREZEZANEBYRZANER HE
DERIERBREERE  EEER (=2 —=
F 83185 2R E R 49644,600,000% 7T ) | F1 [ R
REE AERE (T —RAF HE82REEY
440,600,000 7t )] - TMEREFELABUTE T
H2MPERE:TATRE] [NRAZ]  [REH
Ml TLostiER| - [BEMER] [BERK] -
[EEEA] R IKEK 2 EFDER -

THRE
EYIL

BYZE2REFEE4)A1,085,000,000

R=ZFHPA THREKABNEHRE (RHEFM
EER) HAKEEZLILE - WAEEHREFRE
HE AKREBE-SRFYREETER U
HERARYE BASE SRS TEE— TR
EXRFEENEMFERS ERETRNERTE
MBIA BUEREMNFE EEFRMBAY ZREH
REZERERE -FYLESRIMEELERZ
BER-FYPARENABEBEITGEEMPEREHR
2l ARG UL BN B RERHETA
ARAEHRAER =ZFWELRMNE D=FEFH
B FHEEZRAIER S H AR ERBEZH
RAEBEFENEE $ELARRBAKEZE-

REELTBFEEFEIRNEFERNEE K2
REMER EFEIB2 : EEEOR (T —=5: 815
2IREF49375,700,000% 7)) ~ [ AL2(ZF
— N 8RS 2B E R #9334,900,000% T ) |~ [£E
HeRIRIEHNZ2HEAID] Ef MFERH2 : E@
R 2 RERBERES - KREECEFZEHKAR
s EE#/51,128,000,0003 7T



Management Discussion and Analysis

During a term of three years, Mr. Chu will develop at least
three Projects (expected to be one Project per year) for the
Group’s consideration and approval. If the Group approves
such Project(s), the Group will further negotiate with Mr. Chu
for designating such Project(s) for production and further details
of the production film package which including but not limited
to fully developed screenplays, detailed production budgets,
tentative shooting dates and suggested cast lists will be further
discussed between the Group and Mr. Chu. If all the three
Projects are approved, Mr. Chu will serve as the director of two
of the approved Projects and participate in the production of
another approved Project as a producer. Mr. Chu also agreed
that he will not engage with other Chinese owned or controlled
companies for similar arrangement.

Engagement with Mr. Jonathan Liebesman

The Group has also engaged Mr. Jonathan Liebesman (‘Mr.
Liebesman”) for the development and production of motion
picture projects.

Mr. Liebesman is a famous Hollywood film director and his
magnum opuses include “Battle: Los Angeles (2011: recorded
worldwide box office of approximately US$211.8 million*)”,
“Wrath of the Titans (2012: recorded worldwide box office of
approximately US$305.3 million*)” and “Teenage Mutant Ninja
Turtles (2014: recorded worldwide box office of approximately
US$493.3 million*)”. The accumulated record of worldwide
box office of Mr. Liebesman’s films amounted to approximately
US$1,109.7 million*.

During a term of three years, Mr. Liebesman will develop at
least six Projects (expected to be two Projects per year) for the
Group’s consideration and approval. If the Group approves such
Project(s), the Group will further negotiate with Mr. Liebesman
for designating such Project(s) for production and further details
of the production film package which including but not limited
to fully developed screenplays, detailed production budgets,
tentative shooting dates, proposed locations and suggested cast
lists will be further presented to the Group by Mr. Liebesman.
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Mr. Liebesman will serve as a director of all approved Project(s).
Mr. Liebesman also agreed that he will not engage with
other Chinese owned or controlled companies for similar
arrangements.

Marshall — Oscar’s nomination for Best
Original Song at the 90th Oscars’ Academy
Awards

In addition, as disclosed in MATERIAL ACQUISITION AND
DISPOSAL of this report, the Group has acquired the entire
equity interest in Starlight Legend Investment Limited during
the year of 2017 (the “Acquisition”). The fim product, namely
Marshall, acquired by the Group through Acquisition received a
nomination for Best Original Song at the 90th Academy Awards
(“Oscars”).

For the year ended 31 December 2017, the Group has not yet
generated revenue from media and culture business.

CAPITAL STRUCTURE

As at 31 December 2017, the Company’s deficiency attributable
to its owners was approximately HK$68,990,000 (equity
attributable to its owners was approximately HK$108,370,000
for the year ended 31 December 2016).

ASSESSMENT OF RECOVERABILITY OF
THE AMOUNT OF TRADE AND OTHER
RECEIVABLES

The Company had impairment loss on trade and other
receivables of HK$24.7 million for year ended 31 December
2017 (“2017 Impairment Loss”). For financial reporting
purpose, the Group was required to assess the recoverability
of the amount of trade and other receivables on an individual
basis at each reporting date and to provide for impairment
for those trade and other receivables which were considered
irrecoverable. In determining the recoverability of a trade/gaming
receivable, the Group considers any change in credit quality of
the receivable from the date credit was initially granted up to the
end of the reporting period.
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Upon assessment on an individual basis, trade receivables and
advance to patrons totaling HKD6.8 million and HKD17.9 million
respectively were overdue and had no indication of the likehood

of recovery, and as such 2017 Impairment Loss was then {E&518°

CREAREETER EHRVUFBERRARFER
2 48385 Bl 56,800,000/% 7T &% 17,900,000/ 7T 2 %t

HAYEA KB 2R R ER T —tFR

recognized.

The below table provides for the ageing of those advances TF&RIEHZER —F —+FE R E 224,700,000

impaired in the year of 2017 of HKD24.7 million. TLERR 2 BRER D AT ©
Impairment
amount in
Ageing of trade receivables impaired CREE S EIFRIENRE 57 year of 2017
R-ZT—t&E®D
RES£E
As at 31 December 2017 R-F—tE#+=-HA=+—H (HKD’million)
(@A)
0 - 30 days 0£30H -
31 - 90 days 31£290H -
91 — 365 days 912365H 6.8
Over 1 year fB R -
Total et 6.8
Impairment
amount in
Ageing of the advance to patron impaired EiREREF2RRE ST year of 2017
R-ZZT—t&E®D
BELE
As at 31 December 2017 R-ZF¥—t&E+=-H=+—H (HKD'million)
(B&BT)
0 - 30 days 0Z30H -
31 - 180 days 31£180H =
181 — 365 days 181£365H 0.6
Over 1 year FB R F 17.3
Total et 17.9

For the year ended 31 December 2017, the impairment of
advance to patrons of HKD17.9 million was attributable to the

total uncollected advance to 5 patrons.

RABREPTESL -

RE-F—+F+-A=+—BLFE NEFBD
K2 JL{E17,900,000% 7T T3 1 E 4 B F B R M 1 22

EXXCREEEGRRAA

“F LR



17

Management Discussion and Analysis

BIEERN WA

For those trade and other receivables that are impaired, the
Group continues to pursue collection efforts which include
periodic reminder letters, phone contact, issue of demand
letters, etc. During the year, the Group has discussions with
several patrons and finalized their repayment plans which would
be proceeded within the year of 2018. In addition, the Group has
consulted with external legal counsel for advice on what actions
can be taken against certain customers.

LIQUIDITY AND FINANCIAL
RESOURCES

The Group generally finances its operation by internally
generated cash flow, short term loans, and through issuance of
promissory note and convertible bonds.

Prudent financial management and selective investment criteria
have enabled the Group to maintain a stable financial position.
As at 31 December 2017, the Group’s bank balances and
cash amounted to approximately HK$96,647,000 (2016:
HK$133,000,000).

As at 31 December 2017, the current ratio was approximately
0.56 (2016: approximately 3.29) based on current assets of
approximately HK$253,473,000 (2016: HK$360,037,000) and
current liabilities of approximately HK$451,314,000 (2016:
HK$109,590,000).

EXPOSURE TO FLUCTUATION IN
EXCHANGE RATES

Most of the Group’s assets, liabilities and business transactions
are denominated in Hong Kong dollars, Renminbi, Australian
dollars and U.S. dollars which have been relatively stable
during the year. The Group was not exposed to material foreign
exchange risk and has not employed any financial instruments
for hedging purposes.
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EMPLOYEES AND REMUNERATION
POLICIES

The Group employed 12 (2016: 43) employees in Hong Kong
and Macau as at 31 December 2017. The Group’s remuneration
policies are primarily based on prevailing market salary levels and
the performance of the respective companies and individuals
concerned. Employees may also be invited to participate in the
share option scheme of the Group.

CONTINGENT LIABILITY

On 14 September 2017, the Company entered into share
purchase agreement with a related party, controlled by a director
and a controlling shareholder of the Company for the acquisition
of entire equity interest of Starlight Legend Investment
Limited and its subsidiaries. According to the share purchase
agreement, agreed payment is a contingent consideration
that will be realised if the acquired business and the existing
projects achieve their respective profit target, calculated on
certain predetermined basis, during the designated period of
time. For the year ended 31 December 2017, the contingent
consideration payable is HK$1,563,000.

Save as disclosed above, the Group had no significant
contingent liability as at 31 December 2017 (2016: nil).

CHARGE ON ASSET

As at 31 December 2017, film product in the amount of
approximately HKD16,682,000 was pledged to secure a bank
borrowing of approximately HKD4,846,000. Save as disclosed
above, there was no charge on asset of the Company as at 31
December 2017.
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MAJOR CORPORATE EVENT

Change of Company Name

The Change of Company Name and Change of Stock Short
Name: Pursuant to the special resolutions passed by the
Shareholders at the special general meeting of the Company
held on 30 June 2017 and as certified by the Certificate
of Incorporation on Change of Name and the Certificate of
Secondary Name of the Company issued by the Registrar of
Companies in Bermuda on 11 August 2017, the change of
English name of the Company to “Starlight Culture Entertainment
Group Limited” and the secondary name of the Company to
B LIRZEE B H R AR came into effect from 6 July
2017. The Certificate of Registration of Alteration of the Name
of Registered Non-Hong Kong Company was issued by the
Registrar of Companies in Hong Kong on 24 August 2017,
certifying the registration of the said new name of the Company
in Hong Kong under Part 16 of the Companies Ordinance
(Chapter 622 of the Laws of Hong Kong) with effect from that
date. With effect from 30 August 2017, the stock short name
for trading in its Shares on The Stock Exchange of Hong Kong
Limited has been changed to “STARLIGHT CUL” in English and
to “E %X {t” in Chinese.

The new name of the Company brings a fresh corporate
image and more accurately reflects the Group’s commitment
to diversifying its business in the future. As the management
team has fully participated in formulating a clear development
roadmap of the Group, we expect the business diversification
approach to bring new momentum and start a new chapter in
the development history of the Group.

Starlight Culture Entertainment Group Limited
Annual Report 2017

EETLEEIR

X ENCIEE

BRAREEEESRDEHE  RERRERQFRN
ZE—tEFRA=THBTHREEN RS LBBKY
BRARERYKCBERERAAFMEERR = —
FNAT—HELINEREHAMBHERE S
HERAEER AR ANEZBEE R [Starlight
Culture Entertainment Group Limited | * & ZA&RQ &2
Fo_EWMEBEAIEAXRESERRAF]ER
ZE—LEFLARBAER-BARFTEMERZE
—tFNA T HBEBLFMEETERAREELRRE
HRPE BERAEAQEz LM EBEREREE
BlE622E A RHEHI 16N BB ZMIT EE AR
ER-BZFTE—+tFNAZTHB  ARABROHRES
BERXSFMERRARBEENRNENERBEEE R
[STARLIGHT CUL ] Bt XEBEE /2K X
bl

AR B HY R A T S R B B Y (D Y R AL ERE
RMRAREBAREKBIONEZERHZITLHRL - H
RERBRERNSEAREBWHEREREN
HlE BABAEBSZTEREEERIANERY
N BAMAEBERENFTRE-



Management Discussion and Analysis

Major acquisition and connected transaction

During the year, the Group has acquired the entire equity interest
in Starlight Legend Investment Limited. Details can be referred to
the announcements of Company dated 13 December 2017 and
14 September 2017 and the circular of the Company dated 26
October 2017.

Save as disclosed above, there is no other major event during
the year that should be notified to the shareholders of the
Company.

EVENT AFTER THE REPORTING
PERIOD

Reference is made to the announcements of the Company
dated 14 September 2017 and 13 December 2017 and the
circular of the Company dated 26 October 2017 (the “Circular”),
in relation to, among other things, the acquisition of the entire
equity interest in Starlight Legend Investment Limited (the
“Acquisition”). Capitalised terms used herein shall have the
meanings as defined in the Circular unless the context requires
otherwise.

The Promissory Note issued by the Company in favour of
the Vendor dated 13 December 2017 in the principal amount
of USD12,884,615.38 as part of the consideration for the
Acquisition is due for payment on 12 December 2018. On 29
March 2018, the Vendor entered into a side letter (the “Side
Letter”) with the Company, pursuant to which the Vendor has
irrevocably and unconditionally agreed and undertaken to the
Company the following:

(i) The Vendor and the Company shall jointly appoint an
independent valuer, to conduct a valuation of the Target
Group as at 31 December 2018 (the “Updated Valuation”).
The determination by the independent valuer shall be final
and binding on the Vendor and the Company.
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(i)  If the Updated Valuation is less than US$25,000,000, the
Vendor irrevocably, unconditionally, and absolutely agrees
to waive and forgo the principal amount of the Promissory
Note payable by the Company under the Promissory Note
to the extent of an amount equal to the difference between
the Updated Valuation and US$25,000,000 (the “Waiver”).

(i) The due date of the Promissory Note shall be extended
until 12 December 2019.

The Vendor is wholly owned by Mr. Yan Xu, an executive
Director, and thus is a connected person of the Company. The
Waiver constitutes financial assistance provided by the Vendor
to the Company. Since the Wavier is provided to the Company
on normal commercial terms or better and no security will be
provided over the assets of any member of the Group in relation
to the Waiver, the Waiver is fully exempt from all reporting,
announcement and independent shareholders’ approval
requirements according to Rule 14A.90 of the Listing Rules.

Reason for the Vendor entering into the Side
Letter

As disclosed in notes 18 and 35 of consolidated financial
statements in this annual report, goodwill of HKD98,671,000
was recognized as an asset of the Company upon completion
of acquisition of Target Group on 13 December 2017. An
impairment loss of goodwill in the amount HKD43,844,000
was recognized and the carrying amount of goodwill as at 31
December 2017 was HKD54,827,000.
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Management Discussion and Analysis

Recognition of goodwill at acquisition and
goodwill impairment

Reference is made to audited consolidated statements of
financial position as at 31 July 2017 of Target Group (“Pre-
acquisition Accounts”), as shown in page 5 of Appendix Il and
in page 2 of Appendix Ill of the circular of the Company dated
26 October 2017, which had a fim product as current asset
with a book value of approximately USD12,773,000 (equivalent
to approximately HK$99,629,000). This film product reflected a
film, namely Marshall, which had not been released until October
2017.

Upon completion of acquisition of Target Group on 13
December 2017, the fair value of the above mentioned film
product was determined to be approximately USD2,157,000
(equivalent to approximately HK$16,855,000) in a valuation
conducted by an independent valuer based on the discounted
future cash flow of this film product over the next five years with
reference to the accumulated boxing record of this film. With
the decrease in value of film product and together with other
factors, the goodwill generated from the Acquisition amounted
to HK$98,671,000.

As mentioned above, as at 31 December 2017, the recoverable
amounts of the Target Group have been determined based on
a value in use calculation by discounting future cash flows to be
generated from the film production and investment projects over
the next five years. Due to the possible delay or uncertainty in
the production of some potential projects in the coming years,
the management took a prudent approach to exclude those
potential projects from the future cash flows in the calculation
of value in use, and this resulted in a decrease in recoverable
amount of the Target Group.
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Management Discussion and Analysis

B IR R am AT

However, the Vendor is confident that those potential projects
would be proceeded over the next five years although
they might not be proceeded within one year and that the
recoverable amounts of the Target Group should be no less than
USD25,000,000, i.e. the Consideration for acquisition of Target
Group. As such, the Vendor has agreed to extend the due date
of the Promissory Note for one year to 12 December 2019 and
has agreed to discount the principal value of the Promissory
Note of an amount equivalent to the difference between the
recoverable amounts of the Target Group as at 31 December
2018 and USD25,000,000, provided that the recoverable
amounts of the Target Group as at 31 December 2018 is lower
than USD25,000,000.

Details can also be referred to the Company’s announcement
- UPDATE ON MAJOR AND CONNECTED TRANSACTION
IN RELATION TO ACQUISITION OF THE ENTIRE EQUITY
INTEREST IN STARLIGHT LEGEND INVESTMENT LIMITED
dated 29 March 2018.

There is no other major event after the reporting period that
should be notified to the shareholders of the Company.
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Corporate Governance Report

CORPORATE GOVERNANCE
PRACTICES

The Company recognises the importance of maintaining a high
standard of corporate governance with an aim to protect the
interest of shareholders.

The Company has adopted the Corporate Governance Code
(the “Code”) as set out in Appendix 14 of the Rules Governing
the Listing of Securities (the “Listing Rules”) on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”)
including those revised code provisions which became effective
on 1 April 2012, 1 September 2013 and 1 January 2016. During
the year ended 31 December 2016, the Company complied
with all applicable provisions of the Code for their respective
applicable periods except for the deviations stated below:

Code Provision A.6.7

Under code provision A.6.7, independent non-executive
directors and other non-executive directors should attend
general meetings and develop a balanced understanding of
the views of the shareholders. Due to other pre-arranged
commitments, three of the independent non-executive directors
was unable to attend the Company’s annual general meeting
held on 30 June 2017.

THE BOARD

The Board is responsible for the leadership and control of
the Company and oversees the Group’s business strategic
decisions and performances.

As at the date of this report, the Board comprised six Executive
Directors, Mr. Yan Xu (Chairman), Mr. Chau Chit (Deputy
Chairman), Mr. Luo Lei (Chief Executive Officer), Ms. Chen Hong,
Mr. Hung Ching Fung and Mr. Li Haitian; one Non-executive
Director, Wang Shoulei, and four Independent Non-executive
Directors, Mr. Wong Wai Kwan, Mr. Michael Ngai Ming Tak, Mr.
Kong Chi Mo and Mr. Hong Tao.
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Corporate Governance Report
TERERRS

The Independent Non-executive Directors of the Company are
persons with academic and professional qualifications in the
fields of accounting and appropriate expertise. They provide
strong support towards the effective discharge of the duties and
responsibilities of the Board. Each Independent Non-executive
Director gives an annual confirmation of his independence to
the Company and the Company considers these directors to be
independent under Rule 3.13 of the Listing Rules.

ARBZBIFATESTAREAEER LMK
BEERLBEERZALT - RERBUETES
GZBAEREEREMH h#)‘]i‘i?—iwxﬁj#%ﬂﬁ%%
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Details of Directors’ attendance records during the year ended REZ-_FT—+tF+_A=+—HILFERN E=
31 December 2017 are set out below: HEe® aaﬁzz FEEHIIAT
Meetings Attended/Held
HRERE BrERaY
Anti-money Investment
Audit  Nomination Remuneration  Laundering Credit Steering
Directors gz AGM Board ~ Committee = Committee = Committee =~ Committee ~ Committee ~ Committee
RS hagE
REEEXE EZE BHZEE  REZEE  FHZEE %88 [HZEE %88
Executive Directors HiTEE
Dr. Lam Yin Lok (resigned on 31 May 2017) MELET
(RZB-tFRAZT-ARE) 00 310 03 000 00
Mr. Tsui Kin Ming (resigned on 31 May 2017) HEALE
(RZB-tFRAZT-ARE) 00 8/10 00 000
Mr. Ng Kuen Hon REERE
(resigned on 28 February 2017) (RZZ—tFZA=+\BEH) 00 0
Mr. Hung Ching Fung HEEEE 17 19/21 00
Mr. Chau Chit BE%E 1 2721 1N
Mr. Yan Xu (appointed on 11 May 2017) BlEE
(R=F-t5RAT-REZA) n 1216 0/0 0/0 00
Mr. Chen Hong (appointed on 11 May 2017) Mﬁi
(R=F-t5RAT-REZA) n 15/16 0/0 0/0 00
Mr. Luo Lei (appointed on 31 May 2017) K&E%E
“EtERA-T-HEZME) o 1213
Mr. Li Haitian (appointed on 31 May 2017) ?i% 3
(RZZ-tFRA=T-REZH) 11 13113 000 000 00
Non-executive Directors FHTES
Mr. Wang Shoulei TFEEE
(appointed on 25 August 2017) (RZE—tENA-THREEHR) 00 m
Independent Non-executive Directors BUkHTES
Mr. Daniel Domingos Anténio Daniel Domingos Antdnioft £
(resigned on 31 May 2017) (R=F-tFRA=1-HRE) 00 910 202 3 33 00 00
Mr. Kwok Chi Chung (resigned on 31 May 2017) B84 4
(R=F-tFRA=1-HREE) 00 710 212 33 3/3 0/0 00
Mr. Chow Wing Tung (resigned on 31 May 2017)  BIAR %4
(R=F-tFRA=1-HREE) 00 8/10 212 3/3
Mr. Wong Wai Kivan IREEE(RZF J[ﬁ
{eppointed on 31 May 2017) EA=+-BRER) % 12113 1 10 " 00 00
Mr. Michael Ngai Ming Tak REEEE(R=F J[ﬁ
(appointed on 31 May 2017) RA=t-REZER) 0 13/13 1 1 1" 00
Mr. Kong Chi Mo (appointed on 31 May 2017) I8REE(R-F J[ﬁ
RA=t- E| BZf) il 1213 n n 0/0 00
Mr. Hong Tao (appointed on 31 May 2017) HEEE (R {ﬁ
RA=t- E| BZf) 0/ 1213 n n 0/0 00
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Corporate Governance Report

Apart from the above regular board meetings of the year, the
board of Directors will meet on other occasions when a board-
level decision on a particular matter is required. The Directors
receive details of agenda items for decision and minutes of
committee meetings in advance of each board meeting. The
board of Directors has reserved for its decision or consideration
matters covering corporate strategy, annual and interim results,
Directors’ appointment, succession planning, risk management,
major acquisitions, disposals and capital transactions, and other
significant operational and financial matters. Major corporate
matters that are specifically delegated by the board of Directors
to the management include the preparation of annual and interim
accounts for board approval before public reporting, execution
of business strategies and initiatives adopted by the board
of Directors, implementation of adequate systems of internal
controls and risk management procedures, and compliance with
relevant statutory requirements, rules and regulations.

APPOINTMENT AND RE-ELECTION OF
DIRECTORS

Non-executive Directors of the Company including Independent
Non-executive Directors, are appointed for terms of one year or
three years. In addition, all Directors are subject to retirement by
rotation and re-election at the annual general meeting pursuant
to the Bye-laws of the Company.

According to the Company’s Bye-laws, Directors appointed to fil
casual vacancies shall hold office until the next following general
meeting and can be eligible for re-appointment at that time.

CONTINUOUS PROFESSIONAL
DEVELOPMENT OF THE DIRECTORS

The Directors are continually encouraged to update themselves
with legal and regulatory developments, and the business
and market changes to facilitate the discharge of their
responsibilities.

All Directors are requested to provide the Company with their
respective training records pursuant to the Code.
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During the year, the Directors have confirmed their participation
in appropriate continuous professional development activities by
ways of attending seminars or self-reading.

DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted a code of conduct regarding
Directors’ securities transactions on terms no less exacting than
the required standard of dealings as set out in Appendix 10 to
the Listing Rules. Having made specific enquiry of all Directors,
the Directors have complied with such code of conduct and the
required standard of dealings and its code of conduct regarding
securities transactions by the Directors throughout the year
ended 31 December 2017.

NOMINATION COMMITTEE

The Nomination Committee was established on 28 March 2012,
[t comprises two Independent Non-executive Directors and the
Chairman of the Board, and is currently chaired by Mr. Chau
Chit.

Its primary objectives include reviewing the structure, size and
composition of the Board under diversified perspectives set out
in the Board Diversity Policy, including but not limited to gender,
age, cultural and educational background, ethnicity, professional
experience, skills, knowledge and length of services, identifying
individuals suitably qualified to become Board members,
assessing the independence of independent non-executive
Directors, making recommendations to the Board on relevant
matters relating to the appointment or re-appointment of
Directors and review the Board Diversity Policy, as appropriate.

The Nomination Committee held four meetings during the year
ended 31 December 2017.
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REMUNERATION COMMITTEE

Under the code provision B.1.1, the Company should establish
a remuneration committee (the “Remuneration Committee”)
with specific written terms of reference which deal clearly
with its authority and duties. The roles and functions of the
Remuneration Committee include the determination of the
specific remuneration packages of all executive Directors and
senior management of the Company, including benefits in
kind, pension rights and compensation payments, such as any
compensation payable for loss or termination of their office or
appointment, and make recommendations to the board of the
remuneration of non-executive Directors.

As at the date of this report, members of the Remuneration
Committee included:

Mr. Michael Ngai Ming Tak
Mr. Wong Wai Kwan

Mr. Kong Chi Mo

Mr. Hong Tao

Four meetings of the Remuneration Committee were held in
2017 to discuss remuneration related matters.

The Remuneration Committee has considered and reviewed
the existing terms of employment contracts of the executive
Directors and appointment letters of the non-executive
Directors with reference to the factors including salaries paid by
comparable companies, time commitment and responsibilities
of the Directors, employment conditions elsewhere in the
Company and desirability of performance-based remuneration.
The Remuneration Committee considers that the existing
terms of employment contracts of the executive Directors and
appointment letters of the non-executive Directors are fair and
reasonable. Details of the emolument policy of the Directors are
set out on page 79 of this report.
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AUDITOR’S REMUNERATION

The Company’s external auditors are BDO Limited (the
“Auditors”). The audit committee of the Group (the “Audit
Committee”) is responsible for considering the appointment
of the external auditors and reviewing any non-audit functions
performed by the external auditors, including whether such non-
audit functions could lead to any potential material adverse
effect on the Group. For the year ended 31 December 2017, the
Auditors have performed audit service and their remuneration in
respect of audit service is HK$681,000.

AUDIT COMMITTEE

As required by Rule 3.21 of the Listing Rules, the Company has
established an Audit Committee with written terms of reference
which deal clearly with its authority and duties. Its principal
duties are to review and supervise the Group’s financial reporting
process, risk management and internal control systems. As
at the date of this report, members of the Audit Committee
included:

Mr. Wong Wai Kwan

Mr. Michael Ngai Ming Tak
Mr. Kong Chi Mo

Mr. Hong Tao

The Audit Committee held three meetings during the year ended
31 December 2017.

The Audit Committee has discussed with the Auditors on the
accounting principles and practices adopted by the Group and
the consolidated results of the Group for the year ended 31
December 2017, and is of the opinion that the preparation of
the consolidated results complied with the applicable accounting
standards, the Listing Rules and legal requirements, and that
adequate disclosures have been made.

The Audit Committee considered that the existing terms in
relation to the appointment of the Group’s external auditors are
fair and reasonable.

Starlight Culture Entertainment Group Limited
Annual Report 2017

ZEETEN &

ARBZINEZBERBEL GRS EEM
BERAT ([Z8E]) AEBZERZEE ([FX
ZEg|)AEZEREZEIMNERBED KR SN B
B PR TT < (E R FEAZ BBl BE - B FR A 5 FF AR BBt
ELHAEERBKNEMNBEERATNEE -HE—
E—+HE+_A=+—HLFE REMECETXK
RS - RFB B ERERF <& /681,0008 T

EREST

ARAFERB ETRAEI2MRZ R EXLAE R
RENEAEREC2ERZES AHEEHERE
FREREREBE-HIZBRERRIMEELRE
B MBRERF RREERAMEZERS KA
BEEH BREREGIKEERE:

ITRERL
BEATELEE

RBE_Z—+tF+-_A=+T—-RHLFE F%E

=2 & e R =
BE E;:ETT*/A =i

ERZECDEREMRAEEFEMA G REIK
ERUAEREBREE _T—+F&+-_A=+—RH1t
FEZEAEXERANR UIRAXSHRAEEZ
BEUFABRAGER  ETBRREEREE FE
ERFE D HE -



Corporate Governance Report

ANTI-MONEY LAUNDERING
COMMITTEE

An Anti-money Laundering Committee was established on 12
February 2015. At the date of this report, members composed
of four Executive Director and three Independent Non-executive
Directors. The Committee is responsible for reviewing the
Company’s anti-money laundering policy and procedures and
making recommendations on any proposed changes to the
Board, monitoring the implementation and compliance with
the Company’s standard operation procedures for anti-money
laundering and reviewing such policy, as appropriate, and
making recommendations on any revisions that may be required
to the Board.

CREDIT COMMITTEE

A Credit Committee was established on 12 February 2015. At
the date of this report, members composed of three Executive
Directors. The Committee is responsible for reviewing of the
Company’s process and policies on credit approval and recovery
and making recommendations on any proposed changes to the
Board, monitoring the implementation and compliance with the
Company’s standard operation procedures for credit approval
and recovery and reviewing such policy, as appropriate, and
making recommendations on any revisions that may be required
to the Board.

INVESTMENT STEERING COMMITTEE

An Investment Steering Committee was established in June
2010. At the date of this report, members composed of
three Executive Director and four Independent Non-executive
Directors. The Committee is responsible for the consideration,
recommendation of potential investment projects. Ad-hoc
meetings will be held when potential projects are identified.
During the meeting, they will review individual project’s position
and action to be taken if necessary, and to recommend to the
board for consideration and approval.
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DIRECTORS’ AND AUDITOR’S
RESPONSIBILITIES FOR ACCOUNTS

The Directors’ responsibilities for the accounts and the
responsibilities of the Auditors to the shareholders of the
Company are set out on pages 90 and 91 of this report.

RISK MANAGEMENT AND INTERNAL
CONTROL

The Board has overall responsibility for maintaining an adequate
risk management and internal control system and for reviewing
its effectiveness on an annual basis, in respect of controls on
financial, operational, compliance and risk management, to
safeguard shareholders’ interest and the Group’s assets.

The risk management and internal control system are designed
to provide reasonable, but not absolute, assurance. The system
aims to eliminate, or otherwise manage, risks of failure in
achieving the Company’s objectives.

Main features of the risk management and
internal control system

The objectives of the risk management and internal control
framework of the Group include:

° to enhance corporate governance standards;

° to continuously establish and improve the company-wide
and top-down approach risk management and internal
control system;

° to strengthen the Group’s risk management and internal
control in compliance with the Main Board Listing Rules
requirements; and

° to address on-going changes and challenges and reduce
uncertainties.
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Three-line defense risk management model

The Group has used a three-line defense risk management
model to identify, assess, mitigate and manage risks. At the
first line of defense, operational departments are responsible for
identifying, assessing and monitoring risks associated with each
business. The management, as the second line of defense, sets
out policies and procedures, defines management structure, and
provide guidance on risk management. It ensures that risks are
within the acceptable range and that the first line of defense is
effective. As the third line of defense, the Audit Committee, with
the assistance of the Group’s internal audit department, ensures
that the first and second lines of defense are effective through
on-going assessment of the adequacy and effectiveness of the
Group’s risk management and internal control system.

Process Used to Identify, Evaluate and Manage Significant Risks
The processes used to identify, evaluate and manage significant
risks by the Group are summarised as follows:

Identification

° Identifies risks that may affect the Group’s businesses.

Assessment
o Assesses the risks identified by using the assessment

baseline developed by the management; and

° Considers the impact on the business and the likelihood of
their occurrence.

Responding

° Prioritises the risks by comparing the results of the risk

assessment; and

o Determines the risk management strategies and internal
control processes to prevent, avoid or mitigate the risks.
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TERERRS

Monitoring and Reporting

Performs ongoing and periodic monitoring of the risk and
ensures that appropriate internal control processes are in
place; and

° Reports the results of risk monitoring to the management
and the Board regularly.

With the assistance of the Group’s internal audit department for
implementation of risk management framework, management
promptly identifies risks, evaluates the likelihood and impact of
risks, assesses the adequacy of action plans to manage these
risks and monitor and evaluate the effectiveness of the actions
plans. A risk register is prepared to summarise the identified key
risks, the assessment of risk and related risk mitigating actions
and tabled for discussion by the Audit Committee, and for
reporting to the Board through the Audit Committee members.
The risk register summary facilitates the Board in reviewing the
changes in the nature and extent of significant risks, the Group’s
ability to respond to changes in its business and the external
environment, as well the scope and quality of management’s
ongoing risk monitoring and related mitigating internal control
measures.

Internal Control

The Group’s internal audit function is performed by an internal
audit team. The team plays an important part in the assessment
of the effectiveness of the internal control systems of the Group
and reports directly to the Audit Committee on a regular basis.
The team conducts internal audit reviews on material controls
and compliance with policies and procedures of the Group.
Plans and tools for corrective actions and control improvement
are identified and communicated with operations management
to address any issues or deficiencies identified. The team
monitors the implementation of remediation plans and actions
by the operations management and reports the outcome to the
Audit Committee.
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During the year ended 31 December 2017, the Board
conducted a review of the Group’s system of internal control
to ensure the effective and adequate risk management and
internal control system and convened meetings regularly to
discuss financial, operational and compliance controls and risk
management functions.

Based on the foregoing, the Group concludes that the
Group’s risk management and internal control system, as
well as resources, staff qualifications and experience, training
programmes and budget of the Group’s accounting, internal
audit and financial reporting functions, is adequate and effective.

WHISTLEBLOWING POLICY

The Audit Committee also ensures that proper whistleblowing
policy is in place so that employees can report any concerns,
including misconduct, impropriety or fraud in financial reporting
matters and accounting practices, in confidence and without
fear of recrimination, for a fair and independent investigation
and the appropriate follow-up action. Employees can report
these concerns to either the Group internal audit department
or chairman of the Audit Committee. The identity of the
whistleblower will be treated with the strictest confidence.

In 2017, no incidents of fraud or misconduct were reported
from employees, Shareholders or stakeholders that had a
material effect on the Company’s financial statements or overall
operations.

INSIDE INFORMATION

The Board ensures the inside information is kept strictly
confidential until the relevant announcement is made. The
Directors are not aware of any significant areas which need to be
brought to the attention of the Shareholders.
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COMPANY SECRETARY’S TRAINING

During the year ended 31 December 2017, Mr. Cheung has
received no less than 15 hours of relevant professional training
to refresh his skills and knowledge.

SHAREHOLDERS’ RIGHTS

Convening a Special General Meeting

Shareholders holding not less than one-tenth of the paid up
capital of the Company carrying the right of voting at general
meetings can send a written request to the Board or the
Secretary of the Company to request a Special General Meeting
(“SGM”).

The written request should be deposited at the principal place of
business of the Company in Hong Kong at Room 1203, 12/F,,
118 Connaught Road West, Hong Kong, for the attention of the
Company Secretary.

The written request must state the resolution(s), accompanied by
a statement of the matters referred in the proposed resolution(s)
and signed by the shareholder(s) concerned.

The request will be verified with the Company’s share registrar
and upon its confirmation that the request is proper and in order,
the Company will convene a SGM within twenty-one (21) days of
the deposit of the request. The actual SGM shall be held within
two (2) months after the deposit of the written request.

Putting Forward Proposals at Shareholders’
Meeting

The procedures for shareholder(s) to put forward proposals at
SGM include a written notice of those proposals being submitted
by the shareholder(s) of the Company, addressed to the Board
or the Company Secretary at the principal place of business
of the Company in Hong Kong at Room 1203, 12/F., 118
Connaught Road West, Hong Kong.
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Procedures for nomination of Directors for
election

The procedures for shareholders to propose a person for
election as a Director are available on the Company’s website at
www.starlightcul.com.hk.

AMENDMENT TO CONSTITUTIONAL
DOCUMENT

During the year ended 31 December 2017, there were no
significant changes to the Company’s constitutional document.

COMMUNICATION WITH
SHAREHOLDERS

The Company discloses relevant information to shareholders
through the Company’s annual report and financial statements,
the interim report, as well as the AGM. The AGM allows the
Directors to meet and communicate with shareholders.

To further promote effective communication, the corporate
website is maintained to disseminate Company announcements
and other relevant financial and non-financial information
electronically on a timely basis.
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IR e NERIRE

The Company is of the view that sound environmental, social
and governance (“ESG”) performance is important to the
sustainable development of its business and community, and
hence is committed to promoting environmental protection,
social responsibility and effective corporate governance.

The Board is responsible for the Group’s ESG strategy and
reporting. The Group has engaged the management and
employees across all functions in order to identify relevant ESG
issues and to assess their materiality to the Group’s business as
well as the Company’s stakeholders stipulated below, through
reviewing our operations and internal discussions. Disclosures
relating to the material ESG issues identified have been included
in this ESG Report pursuant to the requirements of Appendix 27
of the Listing Rules (the “ESG Guide”).
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Stakeholders Expectations and concerns Communication Channels
FinrE H2 RRAE BERE
Customers — Customer relationship — Face-to-face meetings and on-site
Y - BFBERE visits
- Protect the rights of customers - BHEERERENED
— REEFERN
Suppliers — Fair and open procurement — Suppliers’ satisfactory assessment
HrER — N ARBERE — R W E R
—  Win-win cooperation — Face-to-face meetings and on-site
— BRatE visits

EHEEENMEMAFD

General public
NN

— Involvement in communities

- HR2HE

— Business compliance

- XBEM

— Environmental protection

awareness
— RRER

Organization of community activities

— BRI
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RIE g MERRE

The table below shows the ESG issues which were determined
to be material to the Group, together with the aspects on the
ESG Guide to which they relate, based on the assessment
performed by the Group. This ESG Report mainly covers the
policies, initiatives and performance of the Group’s business in
relation to these issues, for the year ended 31 December 2017
(the “Reporting Period”):

ESG aspects as set forth in ESG Guide
RIE -HERESESIMHSRE - HERESER

TRINTREBEAREET I EMBEECHAKHE
MEBEAZERE HEhErHE ERZEHE
PR ZEBRE HERERESIEH -ARE HE
RERREFEREBREZE_T—tF+TA=1+—
BIEEE ((REHE)) BZERERRZARE X
BHE i hRAE -

Material ESG issues for the Group

HASKEMSBEAZRE HERESHE

A. Environmental

BE

A1 Emissions
P

A2 Use of resources
BIRE R

A3 The environment and natural resources
BRERRABR
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ESG aspects as set forth in ESG Guide

RIR

R g MEARSE

Material ESG issues for the Group

HASEMEBEAZRE HEREGHE

B.

Note:

HERELIESIFHRE - HERELGER

Social

e

B1  Employment
(A

B2 Health and safety
fEEEZ S

B3 Development and training
BR RIED

B4  Labour standards
8 T8

B5  Supply chain management
e g E R

B6  Product responsibility
EmEE

B7  Anti-corruption
R&ES

B8 Community investment
HERRE

Since the Group is principally engaged in entertainment and
gaming business, trading business and media and culture, no
substantial amounts of packaging materials were used in the
Reporting Period. Therefore, disclosures relating to this aspect, as
set forth in the ESG Guide, is not applicable to the Group and so
has not been made.

Labour practices

BITER

Workplace health and safety
TESidRER 2

Employee development and training
1B B8R &I

Anti-child and forced Labour
RETI K& T

Supplier management

HrEn e R

Product quality

EmEE

Anti-corruption and anti-money laundering
RERRREERE

Community programs
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ENVIRONMENTAL

The operation of the Group has limited impact on
the environment. The main business of the Group is
entertainment and gaming, media and culture, and trading,
which is not the main cause of environmental pollution.
Moreover, the business of the Group does not involve
industrial activities and thus the total amount of emission,
resources used and waste produced is low.

However, the Group understands that it is the responsibility
of all corporations to ensure that emission of pollutants
and consumption of resources are minimized and carbon
footprints are produced. For such purpose, the Group has
identified the following goals to reduce consumption of
resources:

Goals

- Reducing emission of carbon dioxide
- Reducing consumption of resources
- Reducing production of waste

During the Reporting Period, the Group was in compliance
with the rules and regulations related to environmental
protection and did not identify any violations that were
related to environmental protection and had significant
impact on the Group.

EMISSION

There were mainly two types of greenhouse gases
emissions of the Group during the current fiscal year,
including (but not limited to) direct emission from vehicles,
and indirect emissions from purchased electricity in offices.

As at 31 December 2017, the Group'’s vehicles travelled
18,085 km in total. Total emission of nitrogen oxides and
sulfur dioxide amounted to 16 kg and 26 g respectively.
Particle emission amounted to 1.5 kg while carbon dioxide
emission amounted to 4.3 tonnes. The vehicles were
monitored and inspected by the system on a regular basis
to keep them in the best conditions in order to increase
fuel consumption efficiency and ensure road safety.
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For purchased electricity in offices, the Group encourages
the employees to set the air conditioners at the most
comfortable temperature and switch them off and switch
off lights when it is not necessary so as to reduce emission
of greenhouse gases. The Group has also put notices at
eye-catching areas in the offices to remind our employees
about energy saving in the course of business.

USE OF RESOURCES

The Group has always been promoting sustainability
by assuming the social responsibility of environmental
protection in the course of business and, on the premise
of minimizing the impact on the environment, creating
unlimited possibilities with limited resources. In this regard,
the Group attaches great importance to employees’
environmental awareness, thus has put forth a number
of initiatives with the goal of “green office”, educating
employees about how to fully utilize the resources and
save energy. The Group aims at maximizing the efficiency
of our resources in commercial aspect while eliminating
waste and contributing to the society in social aspect.

The Group also embraces its responsibility in
environmental protection throughout the course of office
administration and daily operation. Apart from adhering to
the principle of recycling and reducing use, the Group is
committed to creating green offices to minimize the impact
on the environment. In light of the nature of the business
of the Group, the consumption of energy, electricity, water
and other natural resources in the offices are limited.
Power consumed by the Group for the current fiscal year
amounted to 69,388 kWh (5.782 kwh per employee) and
total carbon dioxide emission amounted to 54.8 tonnes,
mainly due to daily consumption in the offices.
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Below are measures taken by the Group in saving energy:

Adopting double-sided printing and promoting use of
recycled paper;

Switching off unused lights and electric appliances to
reduce energy consumption;

Keeping the room temperature at a comfortable
level and switching off the air conditioners when not
necessary;

Switching off the air conditioners and lights after
office hour and when they are not in use;

Requiring employees to turn their computers and
other devices to the sleep mode or switch them off
when leaving the office (including visiting clients and
having lunch); and

Conducting regular maintenance for office equipment
(such as air conditioners, computers, lights,
refrigerators and paper shredders) to ensure normal
operation.

As per the business nature of the Group, water
consumption is very limited, mainly daily water
consumption by the employees in offices during business
hours. The domestic sewage of the Group does not
include hazardous wastewater and is directly discharged

to the municipal sewer pipeline. In order to reduce
wastewater, employees of the Group are encouraged to
save water. In the Reporting Period, water consumption

amounted to 2 m® (0.16 m® per employee).
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DATA ON GREENHOUSE GAS EMISSION

R g NEARSE

BERBEHFHEBE

Unit Data

KPI 1.2 & 2.1 BRSBTS E1.2%2.1 =Lims iR
Vehicles i 18,085 km CO2: 4.3 tonnes
18,0852 2 Z&{bhx : 4.008

Power consumption H&E 69,388 kWh CO2: 54.8 tonnes
69,388 FLBF Z & bk : 54.8MF

Total S Total CO2: 59.1 tonnes

48 — LK - 59,118

PRODUCTION OF WASTE

Solid waste of the Group is mainly produced in the daily
operation of the offices, including daily paper consumption,
office paper waste and food waste made by employees. All
domestic waste is collected and disposed by the property
management office of the office building on a regular basis.

The Group is committed to reduce waste production. The
Group encourages the employees to recycle stationery and
reduce waste with an aim to prevent waste production at
the initial stage. Moreover, the Group has adopted a digital
operation method to centralize all documents and regularly
educates its employees about environmental protection.
For example, the employees are required to print double-
sided and reuse paper printed single-sided in order to save
and reduce the use of paper and other natural resources.
Permission is also required for printing in the offices for
statistical and adjustment purposes on the use of paper,
so that resource utilization can be enhanced.

The Group has established appropriate measures for
disposal of computers and related products such as
printers and toner cartridges. Unused digital products are
transferred or reused while obsolete accessories and used
toner cartridges are collected by third party companies for
recycling.

In case it is necessary to dispose of an item, the Group
encourages our employees to collect and classify the
waste before disposing so as to reduce the negative
impact on the environment.
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SOCIAL

B1 Employment
Labour practices

To ensure that the Group is able to operate according
to professional and ethical labour practices, the Group
has developed clear work processes with robust control
mechanisms which have been clearly communicated
to all employees. Certain policies to govern employees’
affairs such as payroll, attendance and termination are
clearly set out in staff appointment letters in compliance
with Hong Kong Employment Ordinance. USA, Macau,
PRC, Australia and Kingdom of Cambodia offices are in
compliance with the relevant labour laws and regulations
locally respectively.

The Group also aims to promote the diversity of workforce,
including in terms of age, gender and nationality, as well as
a culture of equal opportunity. The management regularly
reviews the Group’s remuneration policy in relation to
relevant market standards.

B2 Health and safety
Workplace health and safety

The Group has established a set of policies which is
focused on maintaining a healthy and safe working
environment, and which includes the following
requirements:

- The facilities operated by employees should meet
safety and health standards; and

= relevant information and training should be provided
to employees in respect of risks to their health and
safety which may arise out of their work.

The Group did not violate any health and safety laws and
regulations of USA, Australia, Kingdom of Cambodia,
PRC, Macau and Hong Kong, where applicable, during the
Reporting Period.
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The Group has established a mechanism for monitoring
occupational health and safety, as well as procedures for
dealing with related risks. The Group engages employees
in the determination of appropriate occupational health
and safety precautionary measures. Accident reporting and
investigation procedures have also been adopted for the
follow-up of any health and safety incidents.

Regular inspections and management review of health and
safety have been performed to ensure the effectiveness of
the policies and measures.

B3 Development and training
Employee development and training

The Group strives to promote the long-term development
of its employees by providing learning opportunities that
broaden their skills and make them valuable assets to the
Group.

Internal training and external seminars are offered to
employees including in the areas of finance, governance,
rules and regulations, supervisory and managerial skills, as
well as various technical training courses relating to their
respective job duties.

B4 Labour standards
Anti-child and forced labour

The Group strictly prohibits the use of child and forced
labour in the Group, and is totally committed to creating a
work environment which respects human rights.

In addition to having well-established recruitment
processes requiring background checks on candidates
and formalised reporting procedures to address any
exceptions found, the Group also performs regular reviews
and inspections to detect the existence of any child or
forced labour in the operations.
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B5 Supply chain management
Supplier management

The Group interacts with a number of suppliers for trading
businesses. We have established and implemented
supplier management policies and procedures to manage
the risks associated with our supply chain, including those
associated with environmental, social and governance
practices.

B6 Product responsibility

With the traded products entirely sourced from suppliers
regarding our trading businesses, the group has
established and implemented product quality checking
policies and procedures to manage the risks associated
with our traded products to mitigate risk related to health
and safety, advertising, labelling and privacy matters
relating to products and services.

The Group did not violate any related laws and regulations
of USA, Australia, Kingdom of Cambodia, PRC, Macau
and Hong Kong, where applicable, during the Reporting
Period.
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B7 Anti-corruption
Ant-corruption and anti-money laundering

The Group has in place a number of policies addressing
anti-corruption, such as acceptance of gifts, and conflicts
of interest, which provide guidance to employees in
this area. The Group has also established policies and
procedures to deal with anti-money laundering in its
operations.

In addition, the Group has established prevention system
by setting up communication channels for faults and anti-
corruption reporting. The whistle-blowing system can
handle any breach of laws and regulations.

Relevant articles on anti-corruption and anti-money
laundering are provided to employees for their study and
reference in order to raise their awareness of the code of
conduct as well as related procedures and guidelines.

During the Reporting Period, no legal case regarding
corruption was brought against the Group or its em-
ployees. Also, there were no cases of non-compliance with
laws and regulations on anti-money laundering in USA,
Australia, Kingdom of Cambodia, PRC, Macau and Hong
Kong.

B8 Community investment
Community programs

The Group has been supporting sports and other
charitable activities many years. During the Reporting
Period, the Group arranged several sports activities to
promote health and community involvement.
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HKEX ENVIRONMENTAL, SOCIAL AND B (BE HEREAREE
GOVERNANCE REPORTING GUIDE 5|y &g
INDEX

Key performance Section containing
indicators (KPls) ESG Report disclosures Remarks

Al $2 4R BB R (KPI) (RE-HEREQRE) REBEHE st

A. Environmental
A IBIE
Aspect A1: Emissions

BEA1 :

General Disclosure Environmental
— MR =i

Information on:

BEBERKBEREH
B MoK R T BE
TR EMEERERE
MEESH

=

the policies; and
BR M

=

(b) compliance with relevant laws and regulations
that have a significant impact on the issuer
relating to air and greenhouse gas emissions,
discharges into water and land, and generation of
hazardous and non-hazardous waste.

b) BTHRTABEAZENHRBEIERIRINE

e
A1.1 The types of emissions and respective emissions  Emissions
data
A1 BERU R R AR B BE R BUE e
A1.2 Greenhouse gas emissions in total Emissions
A2 BRERBETNE R
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Key performance Section containing

indicators (KPls) ESG Report disclosures Remarks

A 82 (B SIB R (KPI) (RE -HEREEGRE) HBEM ik

A1.3 Total hazardous waste produced Not applicable During the course of

A3 FMELEEEEEDER NiE A business, the Company
did not produce any
chemical or medical-
related hazardous waste.
RRAEBEERER W
EEATA 2R EENA
B ESEEREY -

A1.4 Total non-hazardous waste produced Not applicable During the course of

AMAFMEAEESEEYRE TiE A business, the Company

did not produce a large
amount of non-hazardous
waste, therefore, it did not
include the data of non-
hazardous waste in the
calculation this time.
RRAEBEERER W
BEXREEZEEED
E AR R R KRB IEE
EEEY CBBENAGE
#HE A o

A1.5 Description of measures to mitigate emissions  Emissions
and results achieved BE

A1.5 3R E BE PR E B 1 b K P 1R BCR

A1.6 Description of how hazardous and non-  Waste production
hazardous wastes are handled, reduction EEES
initiatives and results achieved
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Key performance

Section containing

indicators (KPls) ESG Report disclosures Remarks
FASEIE R (KPI) (RIE -HEREEGRE) HBEM st
Aspect A2: Use of Resources

BEA2 : EiRER
General Disclosure Environmental
—AIRE RE

Policies on the efficient use of resources, including
energy, water and other raw materials.

BREAER (BIERER - KR EARME) #BR

A2.1

A2.1

A2.2

A2.2

A2.3

A2.3

A2.4

A2.4

A2.5

A2.5

Direct and/or indirect energy consumption by
type
ERRESNERR, RNBERERE AR
1%

Water consumption in total and intensity
BREKEREE

Description of energy use efficiency initiatives and
results achieved

Tt BE TR R R s 5 B PTG AR

Description of whether there is any issue in
sourcing water that is fit for purpose, water
efficiency initiatives and results achieved

it SRERE A /KR AT BRI RE - LA R R T
KR e A 8 R PTG RCR

Total packaging material used for finished
products

HEXmABERTHNAE
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R g MEARSE

Section containing

indicators (KPls) ESG Report disclosures Remarks
FAS B IE R (KPI) (RE -HEREEGRE) HBEM ik
Aspect A3: The Environment and Natural

Resources

BHEA3  IRIERXAER

General Disclosure Environmental

— MK R

Policies on minimising the issuer’s significant impact on
the environment and natural resources.
MIEBEITAHRERRAERERERZENBRK -

A3.1 Description of the significant impacts of activities
on the environment and natural resources and the
actions taken to manage them

A1 HIREEBHRERRAERNERATERE
KREREUTENTH
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Key performance Section containing

indicators (KPls) ESG Report disclosures Remarks
FASEIE R (KPI) (RIE -HEREEGRE) HBEM st

B. Social

B. #&

Aspect B1: Employment

EEB1: E{E

General Disclosure Employment

—RRIREE (=

Information on:

BT RE BB R
B IERHE R
b~ RIBAR A KR H Ath
FBREN

=

the policies; and

BR: R

S

(b) compliance with relevant laws and regulations
that have a significant impact on the issuer
relating to compensation and dismissal,
recruitment and promotion, working hours,
rest periods, equal opportunity, diversity, anti-
discrimination, and other benefits and welfare.

(b)) BETFTHBETABEAZEMNEBZEERRRMNE
¥} o
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Key performance
indicators (KPls)
A 82 (R SIB R (KPI)

ESG Report

(RE-HEREQRE) REBEHE

RE g NERRSE

Section containing

disclosures Remarks

st

Aspect B2: Health and Safety
[EEB2 : @RHEZE

General Disclosure
— B R

Information on:

FRRRZE2THEREMREREBEBELEEN:

(@) the policies; and

@ BX: X

(b) compliance with relevant laws and regulations
that have a significant impact on the issuer
relating to providing a safe working environment
and protecting employees from occupational
hazards.

(b)) BETFTHBETABEAXENEBZERRRMNE
¥l o

Aspect B3: Development and Training

[ETEB3 : 3 & RIEH

General Disclosure

—RIKE

Policies on improving employees’ knowledge and skills
for discharging duties at work. Description of training
activities.
ERRAEREBITIEBRENNBE R EENBE -#
MIEEE) o
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Key performance Section containing
indicators (KPls) ESG Report disclosures Remarks
A 82 (R SIB R (KPI) (RE -HEREEGRE) HBEM st

Aspect B4: Labour Standards
[EEB4 : ¥ T %A

General Disclosure Labour standards
— B R & TR

Information on:

BRI E TR A ST

a) the policies; and

BR: R

S

(b) compliance with relevant laws and regulations
that have a significant impact on the issuer
relating to preventing child and forced labour.
Labour standards.

b) BFHBTABEAZENEBEIRZLAOE
o

Aspect B5: Supply Chain Management
[ETEBS : #tFEsEEE

General Disclosure Supply chain management
—MRIREE HEsE R

Policies on managing environmental and social risks of
the supply chain.
EIEHEENRE L g ARBR-
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Key performance
indicators (KPls)
A 82 (R SIB R (KPI)

ESG Report
(RE -HEREEGRE)

RE g NERRSE

Section containing
disclosures

1% 5B E AR

Remarks

st

Aspect B6: Product Responsibility
[EEB6 : EREE

General Disclosure
— B R

Information on:
ERFREESNREORERRS &
BB E LA R R

of

S

the policies; and

BER: R

S

compliance with relevant laws and regulations
that have a significant impact on the issuer
relating to health and safety, advertising, labelling
and privacy matters relating to products and
services provided and methods of redress.
BTHRTABERZENEBERLBRHE
o

(b)
Aspect B7: Anti-corruption
[E@EB7 : RE/S

General Disclosure
— MR

Information on:

BRADLEFERE B BRGF R R E

S

the policies; and
128> SN

=

compliance with relevant laws and regulations
that have a significant impact on the issuer
relating to bribery, extortion, fraud and money
laundering.

b) BETFHETAFBBEAZENHBERER -

Product responsibility
EmEE

Product responsibility
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RIE g MERRE

Key performance

indicators (KPls) ESG Report
FASEIE R (KPI) (RE -HEREEGRE)

Section containing
disclosures

% 5 E &R

Remarks

st

Aspect B8: Community Investment

[EmEBS : #HEiRE

General Disclosure
— B R

Policies on community engagement to understand the
needs of the communities where the issuer operates
and to ensure its activities take into consideration the
communities’ interests.
BRLME2ERTREEMELRFTEMBREE
BEBEE EAREFZOBUR -
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EXECUTIVE DIRECTORS

Mr. Yan, aged 48, Mr. Yan was accredited as an Economist
with a specialty in Management by the Personnel Department
of Sichuan Province* (P0/I|%& AZEE&) in 2003. He has 20
years of experience in property development in the PRC and
extensive experience in the entertainment business through
investment in various companies, and financing films. Mr. Yan is
the legal representative and an executive director of Chengdu
Xuhe Property Development Group* (XEBIEM S ERF S
A7), a company established in the PRC. He is also the
legal representative and an executive director of Sichuan Xuhe
Film Company Limited* (PUJIIJEM 2% BR A E]), a company
established in the PRC.

Mr. Chau Chit (“Mr. Chau”), aged 53, was an Executive
Director of the Company on 22 July 2013. Mr. Chau currently
serves as the chairman of the Hong Kong Jiangyin Trade
Association and the vice president of Federation of HK Jiangsu
Community Organisations Limited. He holds a bachelor degree
in chemistry from Zhejiang University and an EMBA degree
(Executive Master of Business Administration) from Zhejiang
University.

Mr. Chau was appointed as an executive director and as
the Chairman of Vision Fame International Holding Limited
(@ company listed on the main board of the Stock Exchange
in Hong Kong (stock code: 1315)) on 22 July 2015 and 23
September 2015 respectively. He was re-designated to Co-
Chairman and appointed as the chief executive officer of Vision
Fame International Holding Limited on 1 March 2017.

Mr. Chau was appointed as an executive director and the chief
executive officer of Sino Stride Technology (Holdings) Ltd (Stock
Code: 8177). Mr. Chau was appointed an executive director,
the managing director, the chairman of the executive committee
and a member of the investment committee of HNA International
Investment Holdings Limited (Stock Code: 521) in June 2006.
Mr. Chau resigned his positions at HNA International Investment
Holdings Limited with effect from 24 October 2013.
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Mr. Luo Lei (2E), aged 47, is a television and film director
and producer. He has been in the television and film industry for
over 15 years, and has directed several Chinese mid- and long-
length television series and films, including the television series
TIERS N EIEEE (Love in Sunshine®), EZEF (Blossoms of
Hibiscus Flowers®), #8—LEfF =% (Cheng Du Wang Shi*), i3
T (Snow Region Eagles*), and the film A&5E BB 75 H) i &
(The Story of Panda and Assi*). He also has extensive working
experience in the film and television advertisement industry.

Ms. Chen, aged 46, obtained a Master’s Degree in Economics
from Shanghai University of Finance and Economics in 2004,
and is the angel investor of Shanghai Ma Shang Fei Yang
Calculation Technology Company Limited* ( /85 FRiGTE
HRITAMRAR) . Ms. Chen is an experienced investor with
investments covering technology and telecommunication sectors
and has interest in various PRC-based technology and/or
telecommunication related companies, and listed companies in
Hong Kong.

Mr. Hung Ching Fung (“Mr. Hung”), aged 34, was appointed
as an Executive Director of the Company on 27 September
2014. Mr. Hung obtained a Bachelor Degree in Commerce from
Macquarie University in Australia in 2007. Mr. Hung worked as
an auditor in Deloitte Touche Tohmatsu and Grant Thornton from
2007 to 2010. Mr. Hung is a full member of CPA Australia. Mr.
Hung has been the Financial Controller of Jimei Group since
2010 and has been an executive director of Cloud Investment
Holdings Limited (previously known as China Bio Cassava
Holdings Limited), a company whose shares are listed on the
Stock Exchange (stock code: 8129), since August 2013. He was
a non-executive director of Asa Resource Group Plc, a company
whose shares are listed on the Alternative Investment Market of
London Stock Exchange Plc. (AIM code: asa.l) from September
2015 to July 2017.
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Mr. Li Haitian (ZE3X) , aged 25, graduated from the China
Central Radio and TV University (now known as The Open
University of China) with a major in finance in 2014, and was
registered and approved as a securities broker by the Securities
Association of China in 2013. Mr. Li worked at CITIC Securities
Co., Ltd. from 2013 to 2017, and has experience in investment
financing and securities brokerage. He has acted as a sole
financial adviser in the financing of first round share capital of
Chengdu Century Club International Traveling Limited* ( 5% #85z
Bt AR BB IRTTAE AR A A]) in 2015 and the fund raising and
issue of units of the new media film fund of Dahan Investment
Asset Management (Beijing) Company Limited* ( K& #% &
E4EE (dbR)EMRAA) from 2016 to 2017, and has
extensive experience in providing financial services related to the
entertainment industry.

NON-EXECUTIVE DIRECTORS

Mr. Wang, aged 34, graduated from Shanghai International
Studies University with a master’s degree in Economics in 2009.
He is currently the head of the debt capital market department
and structured finance department of Zhongtai International
Capital Limited (=B ELE AR A Al), responsible for
monitoring the operation of the debt capital market department
and structured finance department. Prior to that, he had acted
as the general manager of the greater Shanghai region of
Zhongtai Financial International Limited (A 2= & @ E KB R A
7)) , responsible for the development in the Hong Kong market.

Mr. Wang has also been a non-executive director of Yuhua
Energy Holdings Limited, whose shares are listed on the Main
Board of the Stock Exchange (stock code: 02728), since April
2017.
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INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Wong Wai Kwan (Ef#&), aged 49, obtained a
bachelor’s degree in accountancy from City University of Hong
Kong in 1992 and a master’s degree in business administration
from Washington University in St. Louis, U.S.A. in 2009. He
is a member of The Hong Kong Institute of Certified Public
Accountants and a member of The Association of Chartered
Certified Accountants. Currently, Mr. Wong is the Chief Financial
Controller of Thinktank Learning Inc., and previously was the
general manager of the financial audit department of Shanghai
Fosun High Technology (Group) Co., Ltd., a wholly owned
subsidiary of Fosun International Limited, whose shares are
listed on the Main Board of the Stock Exchange (stock code:
00656). Mr. Wong has extensive working experience in the audit
and consulting areas, particularly in initial public offerings, risk
management and mergers and acquisitions. Mr. Wong was
an independent non-executive director of Shougang Concord
Technology Holdings Limited (now known as HNA Holding
Group Co. Limited), whose shares are listed on the Main Board
of the Stock Exchange (stock code: 00521) and a member of
each of the audit committee, the nomination committee and the
remuneration committee of that company, for the period from
June 2010 to October 2013.

Mr. Wong was previously appointed an independent non-
executive director of the Company from September 2013
to November 2014 and served as a member of each of the
audit committee, the nomination committee, the remuneration
committee and the investment steering committee of the
Company. He has been an independent non-executive director
of Vision Fame International Holding Limited, whose shares are
listed on the Main Board of the Stock Exchange (stock code:
01315) since July 2015 and is a member of each of the audit
committee and nomination committee of that company.

He has been a non-executive director of Vobile Group Limited,
whose shares are listed on the Main Board of the Stock
Exchange (stock code: 03738) since June 21, 2017 and is a
member of the audit committee of that company.
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Mr. Michael Ngai Ming Tak ($£BA%8), aged 50, obtained
a master degree from University of Cambridge in 1991. He is
the Chairman of The Red Group Investment Limited and was
previously the Managing Director of UBS Investment Bank. He
has a wealth of experience in the international financial sector.
Mr. Ngai is also a member of the National Committee of the
Chinese People’s Political Consultative Conference, a Standing
Committee member of the Heilongjiang Provincial Committee
of the People’s Political Consultative Conference, Fellow
Commoner and Development Advisory Council Member of Clare
Hall, University of Cambridge, Council Member and Chairman of
the Institutional Advancement Committee of Lingnan University,
member of the Barristers Disciplinary Tribunal Panel, and a
member of the Administrative Appeals Board.

Mr. Kong Chi Mo (iZT& &) (“Mr. Kong”), aged 42, has
over 19 years of experience in accounting, auditing, financial
management, corporate finance, investor relations, company
secretarial affairs and corporate governance. Presently, Mr. Kong
holds the position of independent non-executive director in
Aowei Holding Limited, Huazhang Technology Holding Limited,
ZACD Group Ltd. and AK Medical Holdings Limited whereas
in China Vanadium Titano-Magnetite Mining Company Limited
(“China Vanadium”), he holds the position of Company Secretary
and Authorised Representative. All these public companies are
listed on the main board or growth enterprise market of the
Hong Kong Stock Exchange.
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Prior to this, he was the independent non-executive director
of CAA Resources Limited, a company also listed on the main
board of the Hong Kong Stock Exchange from April 2013
to August 2017. Mr. Kong was the executive director and
chief financial officer of China Vanadium from October 2013
to May 2015 and from May 2008 to May 2015, respectively.
Mr. Kong worked at KPMG from October 1999 to December
2007 and was promoted to senior manager during his term of
office. Prior to joining KPMG, Mr. Kong worked as a finance
trainee in Hutchison Telecommunications (Hong Kong) Limited
from June 1997 to March 1998, and as an associate in
PricewaterhouseCoopers from March 1998 to October 1999.

Mr. Kong obtained his Bachelor’s Degree in Business
Administration from The Chinese University of Hong Kong in
December 1997. Mr. Kong has been a fellow of The Association
of Chartered Certified Accountants since February 2008, a
member of The Hong Kong Institute of Directors since May
2010, a fellow of each of The Hong Kong Institute of Chartered
Secretaries and The Institute of Chartered Secretaries and
Administrators since February 2012, an ordinary member of
Hong Kong Securities and Investment Institute since October
2017 and a full member of Hong Kong Investor Relations
Association since November 2017.
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Mr. Hong (i#i8) , aged 40, obtained a master’s degree in
business administration from the Asian Institute of Management
in 2006. Mr. Hong has around 15 years of working experience in
the PRC, the United Kingdom and Hong Kong and experience
in project development and investment as well as corporate
governance in the energy, aviation and real estate fields. Mr.
Hong previously worked at Yunnan Power Grid Co., Ltd. from
1999 to 2004, and was a business consultant at C&C Business
Solutions Limited from 2006 to 2008. Mr. Hong served as
deputy manager of the board office of Honghua Group Limited
(@ company whose shares are listed on the Main Board of the
Stock Exchange (stock code: 00196)) from 2008 to 2012, board
secretary of Xiangyu Dredging Holdings Limited (now known
as China Dredging Environment Protection Holdings Limited)
(@ company whose shares are listed on the Main Board of the
Stock Exchange (stock code: 00871)) from 2012 to 2013 and
Head of Investment of Yue Da Holdings Limited (now known as
Yue Da Mining Holdings Limited) (a company whose shares are
listed on the Main Board of the Stock Exchange (stock code:
00629)) from 2013 to 2015
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The Directors have pleasure in presenting their annual report
and the audited consolidated financial statements of Starlight
Culture Entertainment Group Limited (the “Company”) and its
subsidiaries (collectively the “Group”) for the year ended 31
December 2017.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities
of its subsidiaries are set out in note 33 to the consolidated
financial statements.

RESULTS

The results of the Group for the year ended 31 December 2017
are set out in the consolidated statement of comprehensive
income on page 94 of the annual report.

BUSINESS REVIEW

The Group reported a loss attributable to owners of the
Company of approximately HK$294,439,000 for the year ended
31 December 2017 as compared with a loss of approximately
HK$39,766,000 in the year of 2016. The loss was mainly
attributable to (i) the gross loss of approximately HK$3.2 million
recognized during the year of 2017 as compared to gross profit
of approximately HK$77.1 million recognized in the year of
2016; (i) the decrease in impairment losses of approximately
HK$26 million; (i) the loss on change in fair value of derivative
financial liabilities of approximately HK$29.9 million recognized
during the year of 2017 as compared to a gain of approximately
HK$89.2 million recognized in the year of 2016 in relation to the
convertible bonds issued by the Company; and (iv) an increase
of approximately HK$74.4 million in the Group’s operating
expenses for the year ended 31 December 2017 as a result
of the exploration and development of the media and culture
business.
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Basic loss per share for the year amounted to approximately
49.15 HK cents (2016: approximately 8.06 HK cents). Net
liabilities of the Group were approximately HK$110,445,000
as at 31 December 2017 as compared to net assets of
approximately HK$64,505,000 as at 31 December 2016. The
net liabilities was attributable to the loss of the Group for the year
ended 31 December 2017.

Key risks factors

The following section lists out the key risks and uncertainties
which the Group faces. It is a non-exhaustive list and there
may be other risks and uncertainties in addition to the key risks
factors outlined below. Besides, this report does not constitute a
recommendation or advice for anyone to invest in the securities
of the Company and investors are advised to make their own
judgment or consult their own investment advisors before
making any investment in the securities of the Company.

1. We are subject to the credit risk of our gaming patrons and
trading customers.

2. Local taxation may increase and tax liability may increase
for future amendment of tax rules.

3. A weakening in economic and credit market conditions
may adversely affect tourism and the profitability of our
entertainment business.

Future development and important events
after the end of the financial year

Looking ahead, the business environment remains very
challenging as downward pressure on economy of the PRC, the
global financial and economic conditions are expected to remain
unstable. Nevertheless, the Group will cautiously review and
adjust the business strategies from time to time, and seek the
best returns to maximise value of the Shareholders.
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Environmental policies and performance

The Group is committed to the long term sustainability of the
environment and communities in which it operates. We are
aware that, minimizing the consumption of resources and
adoption of best environmental practices in the business
process of the Group to the extent practicable is our underlying
commitment to preserving and improving the environment.
Acting in an environmentally responsible manner, the Group
endeavours to comply with laws and regulations regarding
environmental protection and adopts effective measures to
achieve efficient use of resources, energy saving and waste
reduction. Green initiatives include recycling of used papers,
energy saving and water saving.

The Board is pleased to present you the environmental, social
and governance report (the “ESG Report”) set out on pages
37 to 57 of this report which depicts the performance on the
sustainability of the Group.

Relationship with suppliers, customers,
employees and other stakeholders

The Group understands the importance of maintaining a good
relationship with its suppliers, customers, employees and other
stakeholders to meet the Group’s medium and long-term goals.
The Company creates a framework for motivating staff and
a formal communication channel in order to maintain healthy
relationships with its employees and other stakeholders.

Compliance with the relevant laws and
regulations

In relation to human resources, the Group is committed to
complying with the requirements of the ordinances relating to
disability, gender, family status and racial discrimination, as well
as the Employment Ordinance, the Minimum Wage Ordinance
and ordinances relating to occupational safety of employees of
the Group, so as to safeguard the interests and well-being of its
employees.
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There is no reported case of non-compliance with relevant laws
and regulations in relation to the groups’ entertainment and
gaming business as well as trading business.

SHARE CAPITAL

There was no movement in the authorised share capital of the
Company during the year. Details of the movement in the issued
share capital of the Company are set out in note 29 to the
consolidated financial statements.

RESERVES

Details of movements in reserves of the Group during the year
are set out in the consolidated statement of changes in equity on
page 98 of the annual report.

DISTRIBUTABLE RESERVES OF THE
COMPANY

The Company had no distributable reserves at 31 December
2017 calculated under The Companies Act 1981 of Bermuda
(as amended). The Company’s share premium account, in
the amount of HK$196,230,000 at 31 December 2017 (2016:
HK$76,385,000) may be distributed in the form of fully paid
bonus shares.

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

(@ 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.
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MAJOR CUSTOMERS AND SUPPLIERS

During the year, sales to the largest one and five largest
customers accounted for 37% and 82% respectively of the
total sales for the year. Purchases from the largest one and five
largest suppliers accounted for 33% and 73% respectively of the
total purchases for the year.

None of the directors, their associates or any shareholders of
the Company (which to the knowledge of the directors of the
Company own more than 5% of the Company’s share capital)
had any interest in the five largest suppliers or customers.

DIRECTOR’S INTERESTS IN
COMPETING BUSINESSES

During the year, the interests of Directors of the Company in
the businesses which compete or are likely to compete, either
directly or indirectly, with the businesses of the Company
(“Competing Business”) as required to be disclosed pursuant to
the Listing Rules were as follows:

1. Core Business Activities of the Company

(1) Entertainment and Gaming business
(2)  Trading business

(8)  Media and Culture business

Starlight Culture Entertainment Group Limited
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2. Interests in Competing Business
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2. MHFERB2ES

Competing
Name of Director Name of Company Nature of Interest Business
EEna AT EH EamE MPEH
(Note)
(BitaE)
Lam Yin Lok International Junket Promoter Company  Director and sole shareholder (1)
(resigned on Limited EERE—RE
31 May 2017) BEREYHRN—ABRAF
PREEEE
(RZF—+F
LA=+T—B#ME)
Clark Resort Travel and Director and controlling shareholder (1)
Amusement Corp. EEREBREE
RURERRBREEEFR AR
Ng Kuen Hon Clark Resort Travel and Chairman (1)
(resigned on Amusement Corp. EE
28 February 2017) REuREBRKERLEERRDA"
RiEZE
(RZF—+F

—RAZt+\BEE)
* For identification purpose only

Note: Such businesses may be conducted through subsidiaries,
associated companies or by way of other forms of
investments.

Save as disclosed above, none of the Directors of the Company
is interested in any business apart from the Company’s
businesses which compete or is likely to compete, either directly
or indirectly with businesses of the Company.

DEED OF NON-COMPETITION

Dr. Lam Yin Lok and Reach Luck International Limited (“Reach
Luck”), being the controlling shareholders of the Company,
entered into a deed of non-competition (“Deed of Non-
Competition”) dated 19 September 2014, details of which
have been set out in the paragraph headed “6. MATERIAL
CONTRACTS” in the section headed “APPENDIX V — General
Information” of the Composite Document jointly issued by Reach
Luck and the Company dated 26 September 2014, and the
paragraph headed “Deed of Non-Competition” in the section
headed “ Letter from the Board” of the Circular issued by the
Company dated 18 August 2014.
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The Company has received the annual declarations from Reach
Luck and Dr. Lam on compliance with their undertakings under
the Deed of Non-Competition. The Independent Non-executive
Directors have reviewed the status of compliance and confirmed
that all the undertakings under the Deed of Non-Compliance
have been complied with by Reach Luck and Dr. Lam.

DIRECTORS

The directors who held office during the year and up to the date
of this report were:

Chairman

Mr. Yan Xu (appointed on 31 May 2017)
Dr. Lam Yin Lok (resigned on 31 May 2017)

Chief Executive Officer
Mr. Luo Lei (appointed on 31 May 2017)

Executive Directors

Mr. Chau Chit (Deputy Chairman)

Ms. Chen Hong (appointed on 11 May 2017)

Mr. Tsui Kin Ming (resigned on 31 May 2017)

Mr. Ng Kuen Hon (resigned on 28 February 2017)
Mr. Hung Ching Fung

Mr. Li Haitian (appointed on 31 May 2017)

Non-executive Directors

Mr. Wang Shoulei (appointed on 25 August 2017)

Independent Non-executive Directors

Mr. Wong Wai Kwan (appointed on 31 May 2017)
Mr. Michael Ngai Ming Tak (appointed on 31 May 2017)
Mr. Kong Chi Mo (appointed on 31 May 2017)
Mr. Hong Tao (appointed on 31 May 2017)
Mr. Daniel Domingos Anténio
(resigned on 31 May 2017)
Mr. Kwok Chi Chung (resigned on 31 May 2017)
Mr. Chow Wing Tung (resigned on 31 May 2017)
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In accordance with Bye-laws 86(2), 87(1) and 87(2) of the
Company’s bye-laws, Mr. Hung Ching Fung, Mr. Chau Chit, Mr.
Yan Xu, Ms. Chen Hong, and Mr. Wang Shoulei shall retire from
office and, being eligible, offer themselves for re-election at the
forthcoming annual general meeting of the Company.

None of the directors being proposed for re-election at the
forthcoming annual general meeting has a service contract with
the Company or any of its subsidiaries which is not determinable
by the Group within one year without payment of compensation
(other than statutory compensation).

INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company has received, from each of the Independent Non-
executive Directors an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company
considers that all of the Independent Non-executive Directors
are independent.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2017, the interests or short positions of the
Directors and Chief Executive of the Company in the shares,
underlying shares and debentures of the Company or any
associated corporation (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO”)) which were disclosed
to the Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”), or as recorded in the register required to
be kept under Section 352 of the SFO or as otherwise notified
to the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors of Listed
Issuers (“Model Code”) set out in the Appendix 10 to the Rules
Governing the Listing of Securities on the Stock Exchange (“the
Listing Rules”) were as follows:

Ordinary shares of HK$0.1 each of the
Company (Long positions)

ERE
& ==

EITHAE
EREEZERRRE

R-FB—tF+_A=1t—8B ARAEFKTE
THRABRARASEEMEEE (EXREH
REERD ([EHFEME RG] ) EXVER) 2B
HERNEESTRERARBRTARAREEHRE
ZXHAARAR (TBRA]) » HEHER AR AIRE
EH M B GRPIEIG2GA T 7 E 2 B L iR
RFrES EmARR ([ EMARR) MR 10pE 2z L
BOTANESETEFXSHRESTA ([1REFRI])
ARTTHEARRB LB ZERIORRWNT -

g;&ﬂ%ﬁ’i@ﬁmiﬁizjéﬁﬂﬁ (4

Approximate

Number of ordinary percentage

shares held of issued

Name of Director personal interests share capital
HEBEANERZ HEBFTREZ

EEna LiEREE BHAESEH
Mr. Yan Xu BB 4 390,313,514 57.95%
Mr. Chau Chit B kE 49,693,600 7.38%
Mr. Hung Ching Fung HIF g S 1,500,000 0.22%
Ms. Chen Hong PR YT 20 &= 200,400 0.03%

Starlight Culture Entertainment Group Limited
Annual Report 2017



Save as disclosed above, as at 31 December 2017, none of
the Directors nor the Chief Executive of the Company nor their
associates had any interest or short position in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
SFO) which were required to be disclosed to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO or as recorded in the register required to be kept by the
Company pursuant to Section 352 of the SFO or as otherwise
disclosed to the Company and the Stock Exchange pursuant to
the Model Code.

DIRECTORS’ INTEREST IN CONTRACTS
OF SIGNIFICANCE

During the year of 2017, the Company has acquired Starlight
Legend Investment Limited from the Vendor which is wholly
owned and controlled by Mr. Yan Xu, the controlling shareholder
and chairman of the Company. Details can be referred to the
Company’s announcements dated 14 September 2017 and 13
December 2017, and the Company’s circular dated 26 October
2017.

Save as disclosed above, no contract of significance in relation
to the Group’s business (as defined in the Listing Rules) 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 the end of the year or at any
time during the year.
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PERMITTED INDEMNITY PROVISION

The Bye-laws of the Company provide that each Director,
secretary or other officer of the Company shall be indemnified
and secured harmless out of the assets and profits of the
Company from and against all actions, costs, charges, losses,
damages and expenses which any of them may incur or sustain
in or about the execution of the duties in their respective offices.
The Company has taken out and maintained appropriate
insurance to cover potential legal actions against its Directors.

The above provision for the benefit of the Directors is currently in
force and was in force throughout the year.

SHARE OPTION SCHEME

The Company adopted a share option scheme on 1 June 2012
(“Share Option Scheme”). No options have been granted under
the Share Option Scheme since its adoption.

DIRECTOR’S RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Save as the Share Option Scheme of the Company, at no time
during the year was the Company or any of its subsidiaries
a party to any arrangements to enable the directors of the
Company to acquire benefits by means of the acquisition of
shares in, or debentures of, the Company or any other body
corporate.
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INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS

As at 31 December 2017, so far as was known to the Directors
and the Chief Executive of the Company, the following persons
(other than any director and chief executive of the Company)
who had interests or short positions in the shares and underlying
shares of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV
of the SFO, or as recorded in the register to be kept by the
Company under Section 336 of the SFO, or as otherwise notified
to the Company and the Stock Exchange:

Directors’ Report
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FEIRR 2 SRR

RZE—tF+_A=+—HB HEARREERE
BITBAERH ATAT (RAREANEERTE
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Approximate

percentage
Number of of issued
ordinary share capital of
Name of shareholder Capacity shares held the Company
BEAT EBITR
MRREE BB 514 FifsEiEReE AEHE S
(Note 1)
(B EE1)
Qilu International Funds SPC Person having a security 419,007,114 (L) 62.21%
(acting for and on behalf of interest in shares
Zhongtai Dingfeng Classified (note 2)
Fund SP)
(A& Rt &k Zhongtai Dingfeng R BEEESESZALT
Classified Fund SP77%) (BtzE2)
Zhongtai International Asset Investment manager (note 3) 419,007,114 (L) 62.21%
Management Limited
P REREEEEERAA BE R (fTEES)
Cosmic Leader Holdings Limited Beneficial owner (note 4) 369,313,514 (L) 54.83%
EmEB A (H4)
Rare Jewels Limited Beneficial owner (note 4) 21,000,000 (L) 3.12%
EnEA A (Fzd)
Yan Xu Interest held by controlled 390,313,514 (L) 57.95%
B corporation (note 4)
EAJB Rt EEsE 2 s (MH5Ee)
Mega Start Limited Beneficial owner (note 5) 49,693,600 (L) 7.38%
EnEA A (FsEs)
Chau Chit Interest held by controlled 49,693,600 (L) 7.38%
B corporation (note 5)
Ik REGEERE 2w (H5E5)

EAXIBREBERAA g0
s
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Notes:

(8

Save

All the shares are long positions.

The percentages are calculated based on the total number of
issued shares of the Company of 673,564,799 shares as at 31
December 2017.

Based on the information available to the Company, Qilu
International Funds SPC is an exempted segregated portfolio
company incorporated in the Cayman Islands and is acting for and
on behalf of Zhongtai Dingfeng Classified Fund SP.

Based on the information available to the Company, Zhongtai
International Asset Management Limited is the investment
manager of Qilu International Funds SPC.

The entire issued share capital of Cosmic Leader Holdings Limited
is beneficially owned as to 80% by Mr. Yan Xu. By virtue of the
Securities and Futures Ordinance, Mr. Yan Xu is deemed to be
interested in the 369,313,514 shares of Cosmic Leader Holdings
Limited. In addition, the entire issued share capital of Rare Jewels
Limited is wholly and beneficially owned by Mr. Yan Xu. By virtue
of the Securities and Futures Ordinance, Mr. Yan Xu is deemed to
be interested in the 21,000,000 shares of Rare Jewels Limited.

The entire issued share capital of Mega Start Limited is wholly and
beneficially owned by Mr. Chau Chit. By virtue of the Securities
and Futures Ordinance, Mr. Chau Chit is deemed to be interested
in the 49,693,600 shares of the Company.

as disclosed above, the Company had not been notified

and is not aware of any other persons who had an interest
or a short position in the shares and underlying shares of the
Company as recorded in the register required to be kept by
the Company pursuant to section 336 of the SFO as at 31
December 2017.

Starlight Culture Entertainment Group Limited
Annual Report 2017

B aE -

FTERMGIEBITR -
ZEAOHIBER T —+F+_A=+—HZXK
NAB BT B 2673,564,7990% 515 -

RIEAR QBB E R Qilu International Funds SPCA
RESHEAMK T MWEREBIIREHLE AR A
X 3% Zhongtai Dingfeng Classified Fund SP77% °

BRERARGEER PREBEEEEERAAA
Qilu International Funds SPCZ #% & 4538 o

Cosmic Leader Holdings Limited®) & &8 2 217 LA
HEBLEEBESEAORES RIEZSHRBEK
Bl + BANB %% 4 #1008 A 72369,313,514 % Cosmic Leader
Holdings Limitedf& {7 7 # A # % © 1L 5 - Rare Jewels
Limited®) & BEEITRABEBLEEREB R
BB A RS E - BB 5 £ 148 57 21,000,0008%
Rare Jewels Limitedf% 19 A # 5 £ 7

Mega Start LimitedZ 2 #E #TRATI REAT £ ESE
EERBER -BREZBLRAEGRI AERERRR
1849,603,6008 75 2 7 B4 o 7 1 25 o

R EXFWEEN R-T—tF+-_A=+—8"

EON

A EENE B TR EMEMALRART

B dn B AR A B A0 o B AR 1R °E 75 I B B {5k 1) 55336

A

/=

MARRGFEZECMACHEZERIAR -



CONVERTIBLE SECURITIES,
WARRANTS OR SIMILAR RIGHTS

2014 Convertible Notes

On 11 July 2014, the Company entered into a subscription
agreement with Reach Luck International Limited to issue
the 3-year zero coupon Convertible Notes with an aggregate
principal amount of HK$55,650,000, and the subscription was
completed on 19 September 2014.

The Convertible Notes are denominated in Hong Kong dollars
and are convertible at the option of the bondholder at any
time after the date of issuance up to and including the date
which is five business days prior to the maturity date of 19
September 2017, into new shares of the Company at a price
of HK$0.35 per share, subject to anti-dilutive adjustments.
Upon full conversion a total of 159,000,000 new ordinary
shares would be issued by the Company. The Company shall
redeem any Convertible Notes which remain outstanding on the
maturity date at its principal amount. As at 31 December 2017,
HK$55,650,000 of the Convertible Notes was converted into
158,999,999 shares of the Company.

2015 Convertible Bonds

On 5 November 2015, the Company entered into the
Subscription Agreements with the Subscribers, pursuant to
which the Subscribers have severally and conditionally agreed
to subscribe, and the Company has conditionally agreed to
issue, the Convertible Bonds in an aggregate principal amount
of HK$365,000,000, in respect of the issue and allotment of
an aggregate of 73,000,000 Shares to the Subscribers at the
Subscription Price of HK$5 per Subscription Share.

Directors’ Report
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THESEEETBRREBELRAERRR ZFERNG
(AIFPRESEFAE) - REBEBI % AQRBEITE
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Among the aggregate principal amount of HK$365,000,000,
Subscriptions of Convertible Bonds in an aggregate principal
amount of HK$315,000,000 were completed on 2 December
2015. The net proceeds were approximately HK$314,700,000.
Based on the initial Conversion Price of HK$5.00 per Conversion
Share, a maximum number of 63,000,000 Conversion Shares
may fall to be allotted and issued upon exercise of the
conversion rights attached to the Convertible Bonds. As at 31
December 2017, none of the Convertible Bonds was converted
into shares of the Company.

Saved as disclosed above, the Company had no outstanding
convertible securities, warrants or other similar rights as at
31 December 2017 and there has been no exercise of any
convertible securities, warrants or similar rights during the year.

RELATED PARTY TRANSACTIONS

Related party transactions entered into for the year are set out in
note 28 to the consolidated financial statements.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is based
on their merits, qualifications and competence.

The emoluments of the directors of the Company are decided
by the Remuneration Committee, upon considering the Group'’s
operating results, individual performance and comparable
market statistics.

The Company has adopted the Share Option Scheme as an
incentive to directors and eligible employees.

PRE-EMPTIVE RIGHTS

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

During the year ended 31 December 2017, neither the Company
nor any of its subsidiaries has purchased, sold or redeemed any
of the Company’s listed securities.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to and within
the knowledge of the Directors, it is confirmed that there is a
sufficient public float of the issued share capital of the Company
throughout the year ended 31 December 2017.

CORPORATE GOVERNANCE

The Board recognises the importance of maintaining a high
standard of corporate governance with an aim to protect the
interests of shareholders. A report on the principal corporate
governance practices adopted by the Company is set out on
pages 24 to 36 of the annual report.

AUDIT COMMITTEE

The Audit Committee has reviewed the consolidated financial
statements of the Group for the year ended 31 December 2017.

AUDITORS

A resolution will be submitted to the forthcoming annual general
meeting to re-appoint BDO Limited as auditor of the Company.

On behalf of the Board

Mr. Yan Xu
Chairman
Hong Kong

29 March 2018
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IBDO

E5E - +852 2218 8288
{8H : +852 2815 2239
www.bdo.com.hk

TO THE SHAREHOLDERS OF

STARLIGHT CULTURE ENTERTAINMENT GROUP LIMITED
(formerly known as Jimei International Entertainment
Group Limited)

(incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of
Starlight Culture Entertainment Group Limited (formerly known
as Jimei International Entertainment Group Limited) (the
“Company”) and its subsidiaries (together the “Group”) set
out on pages 94 to 226, which comprise the consolidated
statement of financial position as at 31 December 2017,
and the consolidated statement of comprehensive income,
the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended,
and notes to the consolidated financial statements, including a
summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group
as at 31 December 2017, and of its consolidated financial
performance and its consolidated cash flows for the year then
ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) and have been properly
prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

Starlight Culture Entertainment Group Limited
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Tel : +852 2218 8288
Fax: +852 2815 2239
www.bdo.com.hk

25t Floor Wing On Centre
111 Connaught Road Central
Hong Kong
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Independent Auditor’s Report

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (‘HKASs”) issued by the HKICPA. Our
responsibilities under those standards are further described in
the “Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements” section of our report. We are independent
of the Group in accordance with the HKICPA’s “Code of Ethics
for Professional Accountants” (the “Code”), and we have fulfilled
our other ethical responsibilities in accordance with the Code.
We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

MATERIAL UNCERTAINTY RELATED TO
GOING CONCERN

We draw attention to note 3 to the consolidated financial
statements, which stated the Group incurred a loss attributable
to owner of the Company of HK$294,439,000 and at the
end of reporting period, the Group had net current liabilities
and net liabilities of approximately HK$197,841,000 and
HK$110,455,000 respectively. As stated in note 3, these
conditions indicate that a material uncertainty exists that may
cast significant doubt on the Group’s ability to continue as going
concerns. Our opinion is not modified in respect of this matter.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion
on these matters. In addition to the matter described in the
“Material Uncertainty Related to Going Concern” section, we
have determined the matters described below to be the key
audit matters to be communicated in our report.
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KEY AUDIT MATTERS (continueq)

Significant business combinations

During the year, the Group acquired 100% equity interests in
Starlight Legend Investment Limited (“Starlight Legend”) at
total consideration of approximately HK$161,015,000. The
acquisition constituted business combinations for accounting
purpose.

The accounting for business combination is an area of focus
due to the significance of the transactions and the judgements
involved, including the identification and valuation of assets
acquired and liabilities assumed. Any error made in the
identification and/or valuation of these assets and liabilities
may have a significant impact on the consolidated financial
statements.

Up to the date of approval of these consolidated financial
statements, the initial accounting for the acquisition of Starlight
Legend during the year ended 31 December 2017 was
determined provisionally in the consolidated financial statements
as the corresponding valuations had not been completed.

Refer to accounting policies per note 4 and note 35 to the
consolidated financial statements for further details.

Our response:

Qur procedures in relation to the significant business
combinations included:

- Obtaining and reviewing the terms of the share purchase
agreement and other documents in relation to the
acquisition;

- Challenging the reasonableness of key assumptions based
on our knowledge and understanding of the businesses
and markets; and

- Reconciling input data to supporting evidence, such as
approved budgets and evaluating the reasonableness of
the budgets.

Starlight Culture Entertainment Group Limited
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KEY AUDIT MATTERS (continueq)

Valuation of contingent consideration payable
for business acquisition

As at 31 December 2017, the Group had contingent
consideration payables of approximately HK$1,563,000, which
will be payable when certain conditions are met between year
2017 and 2021.

The Group recognised contingent consideration payable at fair
value at the date of acquisition and as at 31 December 2017.
These fair value measurements require management’s estimation
and significant judgment on post-acquisition performance of the
acquired business and discount rate used.

Any resulting gain or loss is recognised in the consolidated profit
and loss account.

We focused on this area as the assessment made by
management involved significant estimates and judgments
in relation to the post-acquisition performance of individual
businesses and discount rates applied, which may be affected
by unexpected changes in future market or economic conditions
or significant events or circumstances related to the acquired
business.

Refer to the contingent consideration of acquisition of
subsidiaries per note 5 and note 27 to the consolidated financial
statements for further details.
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KEY AUDIT MATTERS (continueq)

Valuation of contingent consideration payable
for business acquisition (continuea)

Our response:

Our audit procedures in relation to the valuation assessment
included:

= Checking the contingent consideration payable calculation
prepared by management against the formula stated in the
sale and purchase agreement;

= Evaluating performance forecasts used in the contingent
consideration payable calculation and tested the
mathematical accuracy of the underlying calculation of
consideration payable and agreed them to the financial
projection prepared by management for the specific
financial period stipulated by the sales and purchase
agreement;

- Analysing the key assumptions adopted by management
with reference to their business plan and historical actual
results to assess the quality of management’s financial
projection; and

- Comparing the discount rates used by management
against market information and internal data.

Recoverability of receivables from trading and
gaming businesses

Receivables from trading and gaming businesses mainly
comprise trade receivables and amounts due from gaming
patrons. Trade debtors and gaming patrons are obliged to settle
amounts due according to the terms mutually agreed by both
parties. Management determines the allowance for irrecoverable
debts on a regular basis and reassesses the estimates to
recognise impairment on the receivables at the reporting dates
and did not identify any impairment not being recorded.

Starlight Culture Entertainment Group Limited
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KEY AUDIT MATTERS (continueq)

Recoverability of receivables from trading and
gaming businesses (continued)

We identified the recoverability of the receivables from trading
and gaming businesses as key audit matter due to the size of
the trade receivables past due as at 31 December 2017 and
the significant management judgement used to evaluate the
recoverability of such balances.

Refer to the provisions in respect of recoverability of trade and
other receivables critical accounting judgement per note 5,
accounting policies per note 4 and note 19 to the consolidated
financial statements for further details.

Our response:

Our procedures in relation to recoverability of receivables from
trading and gaming businesses included:

- We assessed the judgment and estimation adopted by
management in respect of provision on doubtful debts and
impairment testing;

- We checked the calculation of the recoverable amount of
receivables from trading and gaming businesses based on
estimation adopted by management; and

- We checked the adequacy of disclosure of the valuation of
the receivables.
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KEY AUDIT MATTERS (continueq)

Impairment of goodwill and film product

The Group has recognised goodwill of approximately
HK$54,827,000, net of impairment of HK$43,844,000
recognised for the year ended 31 December 2017 and film
products of HK$16,855,000 arising from the acquisition of
Starlight Legend near the end of the reporting period.

Management has performed impairment tests and concluded
that an impairment loss of HK$43,844,000 should be recognised
in relation to goodwill during the year. This conclusion was
based on the estimation of the recoverable amount of the
cash generating units (“CGUSs”) using the value-in-use (“VIU
calculation”) model or the assets-based approach that required
significant judgements with respect to the inputs to the VIU
calculation.

Refer to impairment of goodwill and estimated impairment of film
products per note 5, accounting policies per note 4 and note 18
and note 20 to the consolidated financial statements for further
details.

Our response:

Our audit procedures in relation to the impairment assessment
included:

- Evaluating the valuation specialists’ competence,
capabilities and objectivity;

- Assessing the appropriateness of the valuation
methodologies, including the VIU calculations and the
assets-based approach, used by the valuation specialists
and management to estimate the recoverable amount of
the CGUs;

Starlight Culture Entertainment Group Limited
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KEY AUDIT MATTERS (continueq)

Impairment of goodwill and film product
(continued)

Our response: (continued)

- Challenging the reasonableness of key assumptions based
on our knowledge and understanding of the businesses
and markets;

- Reconciling input data to supporting evidence, such as
approved budgets and evaluating the reasonableness of
the budgets; and

S Evaluating the sensitivity of the impairment tests to
changes in key assumptions.

Valuation of financial instruments

The Group’s derivative financial liabilities (Tranche 2) are
recorded at fair value in the statement of financial position. These
were grouped into level 3 fair value hierarchy measurements
respectively in accordance with HKFRS 13 Fair Value
Measurement.

We focused on this area because fair value changes recognised
in profit or loss may be misstated due to the application of
inappropriate valuation techniques which often involve the
exercise of significant management judgement and the use of
assumptions and estimates. We identified and assessed the
following risks that could lead to inaccurate fair values:

- Inputs such as the Company’s own credit risk, discount
rate, volatilities, which are subject to significant judgment.

Refer to the fair value measurement critical accounting
judgement per note 5, accounting policies per note 4 and note
26 to the consolidated financial statements.
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KEY AUDIT MATTERS (continueq)

Valuation of financial instruments (continuead)
Our response:

Our procedures in relation to valuation of financial instruments
included:

= Utilising our valuation specialists to assess the valuation
model and methodologies;

- Testing the selection criteria of instrument comparables
with reference to active markets which have similar terms
of the financial instrument;

- Assessing the financial statement disclosure of the fair
value hierarchy assigned to the instrument, including
sensitivity to key inputs and the Group’s exposure to
valuation risk;

- Checking input data to supporting evidence and
considering its reasonableness; and

- Evaluating the competence, capabilities, and objectivity of
the management’s valuation expert.

OTHER INFORMATION IN THE ANNUAL
REPORT

The directors are responsible for the other information. The
other information comprises the information included in the
Company’s annual report, but does not include the consolidated
financial statements and our auditor’s report thereon.

Starlight Culture Entertainment Group Limited
Annual Report 2017
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Independent Auditor’s Report

OTHER INFORMATION IN THE ANNUAL
REPORT (continued)

QOur opinion on the consolidated financial statements does not
cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial statements
or our knowledge obtained in the audit or otherwise appears
to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement
of this other information, we are required to report that fact. We
have nothing to report in this regard.

DIRECTORS’ RESPONSIBILITIES FOR
THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors are responsible for the preparation of the
consolidated financial statements that give a true and fair
view in accordance with HKFRS issued by the HKICPA and
the disclosure requirements of the Hong Kong Companies
Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the consolidated financial statements, the directors
are responsible for assessing the Group’s ability to continue as
a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the Group or to
cease operations, or have no realistic alternative but to do so.

The directors are also responsible for overseeing the Group’s
financial reporting process. The Audit Committee assists the
directors in discharging their responsibility in this regard.
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AUDITOR’S RESPONSIBILITIES FOR
THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes our opinion. This
report is made solely to you, as a body, in accordance with
Section 90 of the Bermuda Companies Act 1981, and for no
other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs
will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional skepticism
throughout the audit. We also:

° Identify and assess the risks of material misstatement
of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal
control.

Starlight Culture Entertainment Group Limited
Annual Report 2017
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AUDITOR’S RESPONSIBILITIES FOR Fiﬂlﬁﬂhﬁ%?ﬁAﬂﬁ*#ﬁ%/ﬁﬁ?ﬁ*z
THE AUDIT OF THE CONSOLIDATED —R:300
FINANCIAL STATEMENTS (continued)

Obtain an understanding of internal control relevant to
the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the
Group’s internal control.

Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by the directors.

Conclude on the appropriateness of the directors’ use of
the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast
significant doubt on the Group’s ability to continue as a
going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated
financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the
Group to cease to continue as a going concern.

Evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and
events in a manner that achieves fair presentation.

THREEZHEBENAMER URFTEENE
*%%F% 18 B /3 3F & ;‘%IW*B?T‘*E’J 03

RRERER-

HAEEEMRAETRENREERMIFLE
AHEFHAEEREER AR

LHEERAKELLSEMNREEAEDL
mw UREBEMENEREREREEEFE
4 BEEERBKENRENBRERRENE
TR BERNEEEATHEE - HEMRBRF
EEATHEEE MALEERBMBETR
FEIBRAMBRERTNWEBNEER WA
BMHREENTR  ARMEE HRIFERE
BR-BFIAA Eﬁﬁ%ﬁ’\%zi$?§&8ﬂi#&iﬂﬁﬁ
JJ:ﬁ)’THX M E IR A *X%#‘}ZI
AREEY ERETREERERLE-

FEZAVBRER (BEREER) WEET
BHX BBRAT UARGEEMBRRES
NARRBERXZMEE-

EXXCREEEGRRAA
R LSRR

92



Independent Auditor’s Report
Y3 1z 2R A

AUDITOR’S RESPONSIBILITIES FOR
THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (continuec)

° Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction,
supervision and performance of the group audit. We
remain solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among
other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide the Audit Committee with a statement that
we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on
our independence, and where applicable, related safeguards.

From the matters communicated with the directors, we
determine those matters that were of most significance in the
audit of the consolidated financial statements of the current
period and are therefore the key audit matters. We describe
these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

BDO Limited

Certified Public Accountants

Lee Ka Leung, Daniel

Practising Certificate Number: P01220

Hong Kong
29 March 2018
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Consolidated Statement of Comprehensive Income

rE R EE

tET-AZT—ALEE

For the year ended 31 December 2017 HZ=-F—

o %

2017 2016
—ET—tF ZE—RF
Notes HK$’000 HK$’000
B 5 FHET T T
Revenue W gs 7 39,958 195,562
Cost of goods sold and services EEEmEERERBEAR
provided (43,161) (118,490)
Gross (loss)/profit E(18) F (3,203) 77,072
Other revenue H bz 8 746 1,193
Operating expenses RIS 10 (78,304) (3,938)
Administrative expenses TERAX (34,262) (42,780)
Impairment loss on goodwill EEREEE 18 (43,844) -
Impairment loss on available-for-sale  B] it i & % & @ E & 18
investments (3,000) -
Impairment loss on property, Y- BE RERERESR
plant and equipment 15 (5,132) (1,740)
Impairment loss on trade and B 5 R E MK I
other receivables BEEE 19 (24,753) (100,855)
(Loss)/gain on change in fair value of T4 SR B (&2 A F(EE
derivative financial liabilities (EB8), W= 26 (29,893) 89,221
Finance costs & AN 9 (77,351) (68,736)
Reversal of impairment loss on trade & 5 & W Zk T8 R (B &5 18 # [T
receivables 19 1,017 -
Loss before income tax expense B P15 %1 B 2 AT S 18 10 (297,979) (50,563)
Income tax expense FrisHif & 11 - (331)
Loss for the year FEREE (297,979) (50,894)
Items that may be reclassified HETHREHFIEE
subsequently to profit or loss: EE2EEB:
Exchange difference on translating of 33 # G 5MN EME L ~
foreign operations P& & Z R (3,381) (843)
Increase/(decrease) in fair value of AHEEREY
available-for-sale investments DFEEI, CRD) 1,108 (2,006)
Release of investment revaluation FAHLERERESE
reserve to profit or loss for BiEEEhMEREERE
impairment loss on B
available-for-sale investments 2,000 -
Other comprehensive income for FREMGMEEIKZE (BiE)
the year, net of tax (273) (2,849)
Total comprehensive income for fERZEWZEEEE
the year (298,252) (63,743)
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Consolidated Statement of Comprehensive Income
iFe 2 ENEmR

For the year ended 31 December 2017 B2 - E—+E+-A=+—-HBItEE

2017 2016
—E—tf —T—RF
Notes HK$’000 HK$’000
B 5 FHET T T
Loss for the year, attributable to: FEAL N ESE
— Owners of the Company VNI ZEDN (294,439) (39,766)
- Non-controlling interests —FEIE AR M 34 (3,540) (11,128)
(297,979) (50,894)
Total comprehensive income for EEFRNEEKEREE:
the year, attributable to:
— Owners of the Company —ARRIER A (294,778) (42,560)
- Non-controlling interests —JEE S A S 34 (3,474) (11,183)
(298,252) (63,743)
Loss per share BREE 13
- Basic —HA HK cents#ll HK centsi& 1l
(49.15) (8.06)
~ Diluted 88 HK centsi il HK centsi Ll
(49.15) (8.50)
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Consolidated Statement of Financial Position

sre MBI R

At 31 December 2017 R=Z—tF+-A=+—H

2017 2016
— T+t —T—RHF
Notes HK$’000 HK$’000
B 5 FHEIT T T
Non-current assets ERBHEE
Property, plant and equipment Y BB KR 15 11,187 12,410
Club debenture EES 16 320 =
Available-for-sale investments A ERE 17 9,313 9,205
Film product TR Em 20 13,312 =
Goodwill EES 18 54,827 =
88,959 21,615
Current assets RENEE
Trade and other receivables B REMERFIE 19 153,456 227,037
Film product B Em 20 3,370 -
Bank balances and cash MITHEBEES 21 96,647 133,000
253,473 360,037
Current liabilities HEaE
Trade and other payables B 5 kEAMENFKIA 22 26,672 14,924
Amount due to a related company FE—FERE Eﬁ%’& Gl /TAIE 23 - 2,519
Amounts due to non-controlling FETBT B &
interest of subsidiaries FEE A% %E?ﬁ( 24 22,985 22,580
Borrowings and Bank loan EENMIEITER 25 12,799 12,220
Promissory note EHEE 36 95,226 =
Derivative financial liabilities MEEHaE 26 36,153 6,260
Convertible bonds AR ES 26 256,562 50,028
Current tax liabilities EHNIEAE 917 1,059
451,314 109,590
Net current (liabilities)/assets BREH(BE) BE (197,841) 250,447
Total assets less current BEERREER
liabilities (108,882) 272,062
Non-current liabilities EREBER
Convertible bonds AR E S 26 - 207,557
Contingent consideration payable FERTSARAE 27 1,563 =
1,563 207,557
Net (liabilities)/assets F(BE) BE%E (110,445) 64,505
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fre MIEIAONR

At 31 December 2017 R=Z—+&+-A=1—H

2017 2016
—ET—t5F —E—RF
Notes HK$’000 HK$’000
B 5 FHET T T
Equity ]

Share capital [N 29 67,356 49,356
Reserves 1 (136,346) 59,014

Equity attributable to owners of the ~ AATIHEA AEGHER
Company (68,990) 108,370
Non-controlling interests JEE R R 34 (41,455) (43,865)
Total (deficiency)/equity (B54l) HEZS4%E (110,445) 64,505

The consolidated financial statements on pages 94 to 226 were
approved and authorised for issue by the Board of Directors on
29 March 2018 and are signed on its behalf by:

Yan Xu
Eam
Chairman and Director

THEREZE
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Consolidated Statement of Changes in Equity
AR BER

tET-AZT—ALEE

/\‘/T\

For the year ended 31 December 2017 EE =% —

Attributable to owner of the company

AATHANEE
Retained
Capital  Investment  Convertible earnings/ Non-
Share Share  redemption  revaluation bonds Exchange (Accumulated controlling
capital premium reserve reserve reserve reserve losses) Total interests Total
&% #& T REERH/
[:ZS iy HREGE EftfE REGE B  (RiER) Bt FHERER &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR Fi#n Ti#n Tin T Fi#n Ti#n Tin Tin Fi#n
(note i) (note i (note il
(Bt (Fiiti) (B 3Eii)
At 1 January 2016 W=ZF-AF-A—-H 49,356 76,385 1,564 702 20,427 (1,349) 3,845 150,930 (32,682) 118,248
Loss for the year FRER S S o = = = (39,766) (39,766) (11,128) (50,894)
Exchange difference on translating of foreign 3 850 £ B &£ 2
operations ERER - - - - - (788) - (788) (55) (843)
Decrease in fair value of avallable-for-sale AT HERENTER D
investments - - - (2,006) - - - (2,006) - (2,006)
Other comprehensive income Hih2ERE - - - 2,006) - (788) - (2,794) (55) (2,849)
Total comprehensive income 2AKEAE - - - 2,006) - (788) (39,766) (42,560) (11,183) (53,743)
At 31 December 2016 RZZ-7%F
+=B=t+-B 49,356 76,385 1,664 (1,304) 20,427 2,137) (35,921) 108,370 (43,865) 64,505
Loss for the year TEEER - - - - = = (294,439) (294,439) (3,540) (297,979)
Exchange difference on translating of foreign 5285 EKE L 2
operations ERER - - - - - (3,447) - (3,447) 66 (3,381)
Increase in fair value of avallable-forsale A HEREATFEEM
investments S S o 1,108 S S o 1,108 S 1,108
Release of investment revaluation reserve AL EREFESE
to profit or loss for impairment loss on BREEGFERERZ
avallable-for-sale investments B - = = 2,000 = = = 2,000 - 2,000
Other comprehensive income Hth2ARE - - - 3,108 - (3,447) - (339) 66 (273)
Total comprehensive income 2EYEEE - - - 3,108 - (3,447) (294,439) (294,778) (3,474) (298,252)
Share issued upon conversion of ERARERE
convertible bonds BIRG 15,900 57,265 - - (20,427 - - 52,738 - 52,738
Acquisition of non-controlling interests Pt £z in - - - - - - - - 5,884 5,884
Share issued upon completion of acquisition 74 52 ik 4B B B 2 AR
of subsidiaries BRA 2,100 62,580 S S S S S 64,680 - 64,680
At 31 December 2017 RZZ—t%
+=A=t-8 67,356 196,230 1,564 1,804 - (5,584) (330,360) (68,990) (41,455) (110,445)
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Consolidated Statement of Changes in Equity
AR BBR

For the year ended 31 December 2017 HEZ-E—+ &+ -A=+—HItFE

Notes: P EE

() The share premium of the Group represents the amount () AEBZRMDEENERERACHBEIAEZ S
subscribed for share capital in excess of nominal value. ¥ o

(i) The investment revaluation reserve represents the cumulative (i) IREBBHFHE HERERDEAEAFETEZAH
gains/losses arising on recognising financial assets classified as tlj%?xéZﬁmﬂﬁéﬁﬁéﬁiﬂ’\]%%ﬂ&ﬁ?&/iﬂﬁ°

available-for-sale investments at fair value.

(i)  The convertible bonds reserve represents the equity components (i)  AIMAREHFEHE TR O BTl I E S 2 S 28D ©
of the convertible bonds issued. The convertible bonds issued are ERTAIMREFNVIFIRAFERRSTRRES
split into their liability and equity components at initial recognition Ko RBERERSD -

at the fair values of each of the convertible bonds.
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Consolidated Statement of Cash Flows

,u/‘r\/\iﬁ sz /}ILJE%%

For the year ended 31 December 2017 #Z2-Z—+&+-A=1+—HI&E

2017 2016
—ET—tF ZE—RF
Notes HK$’000 HK$’000
B 5 FHET T T
Cash flows from CEEBZHERE
operating activities
Loss before income tax expense B 1S % B 2 AT S 18 (297,979) (50,563)
Adjustments for: BTV S IEAE:
Interest income B WA (341) (317)
Dividend income A B A (330) (343)
Finance costs A& RN 77,351 68,736
Depreciation of property, WE -BEEEEZ
plant and equipment e 1,299 1,261
Loss/(gain) on change in fair value MEEMAaBEATES
of derivative financial liabilities B EE (e) 29,893 (89,221)
Impairment loss on goodwill e R EEE 43,844 =
Impairment loss on property, mE - -BER
plant and equipment HEREEE 5,132 1,740
Impairment loss on A ERERERE
available-for-sale investments 3,000 -
Amortisation of film product BREMEHE 173 =
Impairment loss on trade and B 5 I H fth fE W IR
other receivables DR SE] 24,753 100,855
Reversal of impairment loss on B 5 Kk E ARG
trade and other receivables BEBEEE (1,017) =
Operating (loss)/profit before working BESEFHEIZ
capital change é<<<< & (B518) 5 F) (114,222) 32,148
Decrease/(increase) in trade and g5 &H 1t JE W SR IE
other receivables A (1) 85,625 (90,723)
Increase/(decrease) in trade and B 5 REMENTKIE
other payables #n, Cid) 4,805 (79,390)
Decrease in amount due to a related &t — & BE B X 5] 7018
company DA (2,519) =
Cash used in operations AREEZRE (26,311) (137,965)
Income taxes paid [=ENRIESE (222) (239)
Net cash used in operating AREEEBZRSFE
activities (26,533) (138,204)
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Consolidated Statement of Cash Flows
SFEREMER

For the year ended 31 December 2017 HEZ-E—+ &+ -A=+—HItFE

2017 2016
—F—tF ZE—RF
Notes HK$’000 HK$’000
B 5E FHET T T
Cash flows from investing BREEBZHRERE
activities
Purchases of property, plant and BEWME -BEL&E
equipment (4,811) (963)
Purchases of available-for-sale BEUHESERE
investments = (6,275)
Purchase of club debenture BEEMES (320) -
Cash from acquisition of subsidiary KB WKENB AR ZRE 35 5,556 =
Loans receivable FEUE R 20,330 (20,330)
Dividend income P& BIA 330 343
Interest received BUF 8 33 45
Net cash generated from/ KB (AR IREER
(used in) investing activities ZIRE B 21,118 (26,180)
Cash flows from financing REXBZEHESRE
activities
Advance from a non-controlling PR eI NGIE] 225
interest of subsidiary a2 BN 256 1,680
Proceeds from borrowings KEEEZHERE 5,999 5,000
Repayment of borrowings BEEE 2FIE (12,220) -
Interest paid ERFE (25,200) (25,200)
Net cash used in financing ARMEEBZREFHE
activities 37(b) (31,165) (18,520)
Net decrease in cash and cash HeRRE&EEIER
equivalents BB (36,580) (182,904)
Cash and cash equivalents at the E#ZHER
beginning of the year HE&%{EEE 133,000 316,193
Effect of exchange rate changes EXZHEHIESR
on cash and cash equivalents HeEXEEHZRE 227 (289)
Cash and cash equivalents at the £XRZIRE&®
end of the year, represented by IR&%{EIER
bank balances and cash EBRITHBRRS 96,647 133,000
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Annual Report 2017



Notes to the Consolidated Financial Statements

IN=R NGRS e b

For the year ended 31 December 2017 H#E-FE—+ &+ -A=1+—HItFE

GENERAL

Starlight Culture Entertainment Group Limited (formerly
known as Jimei International Entertainment Group Limited)
(the “Company”) is incorporated in Bermuda as an
exempted company with limited liability and its shares are
listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). The addresses of the registered office
and principal place of business of the Company are at
Unit 3, 12/F, No. 118 Connaught Road West, Hong Kong,
respectively.

The Company’s parent is Cosmic Leader Holdings
Limited and the directors of the Company (the “Directors”)
consider its ultimate holding company is Cosmic Leader
Holdings Limited and the ultimate controlling shareholder
is Mr. Yan Xu, with effect from April 2017. Cosmic Leader
Holdings Limited is incorporated in the Republic of
Seychelles.

The Company is an investment holding company
where the Group, comprising the Company and its
subsidiaries as detailed in note 33, is principally engaged
in entertainment and gaming business, and trading
of chemical products, and energy conservation and
environmental protection products, and media and culture
business.

—REIA

ENLREEBER AR (FIHEAEEHE
REEBMBRAF) ([AQF]) EEREZM
K B—REREBRAE RERMNDNE B
BRGFBRAT ([BRAT]) £ AR aEFE
MREERFELEE B o AE B THE
1185512483 = -

K27 Z &2 F ACosmic Leader Holdings
Limited* R AR 2 EZ ([EF])RR/EARA]
2 & IR A A A Cosmic Leader Holdings
Limited &R ERBRA/BABREE (BT
—+HF P ARER) o Cosmic Leader Holdings
Limited 28 & B8 A A0 B GE M A A7

ARAH/—MREZRLF MAKE (81
ARARREMBAR) (FHIFENHESS) EE
MERERBRER  C TE MU RERERIER
REMESDEBARBER LRS-

EXREREERA
s
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2017 HEZ-E—+ &+ -A=+—HItFE

2. ADOPTION OF HONG KONG 2. F’Fﬁégﬂﬁ%a’éﬁﬁ-iﬁﬁu (I &FEM
FINANCIAL REPORTING i‘gik’z%’ Hl1)
STANDARDS (“HKFRSs”)
(a) Adoption of new/revised HKFRSs - (@) RAFEKBIEBUKR
effective 1 January 2017 HE-ZF-—tF—-A—H
43
Amendments to Disclosure Initiative EBSHERNETR TPRE
HKAS 7 pA-HES
Amendments to Recognition of Deferred Tax BB G ERFE12N HAREABR
HKAS 12 Assets for Unrealised Losses AL TIE MEAE
Annual Amendments to HKFRS 12, iﬁ?’éﬁﬁ%iﬁ%ﬁﬂﬂ ERUBREEL
Improvements Disclosure of Interests in —E-WEE F12R 2B
to HKFRSs Other Entities ; NEBEH REREMER ER
2014-2016 FEYE
Cycle
Amendments to HKAS 7 — Disclosure BEEBETERETHZIEET A —F
Initiative B E
The amendments introduce an additional disclosure ZEBE S A MBEE BV BME2(F
that will enable users of financial statements to AEAFERETHMEEEBEED-
evaluate changes in liabilities arising from financing
activities.
The adoption of the amendments has led to the HanzSeile s RenesxkMaE
additional disclosure presented in the notes to SN FE (BH5E 37(b)) ° WARIBIEZ
the cashflow statement, note 37(b). Comparative LR MEMNBEEEURE EFED
information for prior year has not been provided in ttféﬂ
account with the transitional provision set out in the
amendments.
Amendments to HKAS 12 — Recognition BB ERFEI125 2 155T K —
of Deferred Tax Assets for Unrealised AR ERERELENEEE
Losses
The amendments relate to the recognition of deferred ZEEI S REREERIBEEN XE
tax assets and clarify some of the necessary ETHEZERE SRAAKLEEZAF
considerations, including how to account for deferred B ENEHBLIAEBZEERBEEE
tax assets related to debt instruments measured of ABR o
fair value.
The adoption of the amendments has no impact RSB B B BE 32 75 =\ B AR 4R B 2k AT AR
on these consolidated financial statements as the RIELEHIEEEN R —B FLRMZ
clarified treatment is consistent with the manner in ZRTHZEHFREVBERRIELE
which the Group has previously recognised deferred
tax assets.

Starlight Culture Entertainment Group Limited
Annual Report 2017



Notes to the Consolidated Financial Statements
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tET-AZT—ALEE

2. FATEVBREERL ([FEM
BHREER]) #)

For the year ended 31 December 2017 HZ=-F—

2. ADOPTION OF HONG KONG
FINANCIAL REPORTING
STANDARDS (“HKFRSSs”) (continued)

(@) Adoption of new/revised HKFRSs - (@) HAHRETEBHER
effective 1 January 2017 (continued) HERA-—FT—-—tF—-—H—H
i+ % (%)
Annual Improvements to HKFRSs 2014- BEEBUBHREEN —FE—FF
2016 Cycle - Amendments to HKFRS 12, ZE-ANFHAHZEFENE-FE
Disclosure of Interests in Other Entities BIBHEERFE 1205 Z155TF 0 %
BEREMER R

The amendments issued under the annual
improvements process make small, non-urgent
changes to standards where they are currently
unclear. They include amendments to HKFRS 12,
Disclosure of Interests in Other Entities, to clarify that
the disclosure requirements of HKFRS 12, other than
the requirements to disclose summarised financial
information, also apply to an entity’s interests in other
entities classified as held for sale or discontinued
operations in accordance with HKFRS 5, Non-
Current Assets Held for Sale and Discontinued
Operations.

The adoption of the amendments to HKFRS 12 has
no impact on these financial statements as the latter
treatment is consistent with the manner in which the
Group has previously dealt with disclosures relating
to its interests in other entities classified as held for
sale or discontinued operations in accordance with
HKFRS 5.

REBEFEICERFRMNZEETHAE
AN EMT ) ERIE LA BT EEME
B ZFEFRETEVBRELERE12
BRI AR RERE BB A
BEEBMBHRESEYNE 12K ZRER
E(BEMEVHERNRERIN) INE
AR—HEBNREZTEVHHRSER
FEOW [FHEHEFRBDEERCKILELE
EBEBIDBABFHENREMERS
BaERIEEERR-

HRE—RESABASELENEER
RREREMFEREENFSR D BAF
FHENERMERERN DR ILELSE
EHNERNEMERNERN T A -2
DR L R 4 7B B 7 S ZE R SR 1 25 0 8
RIABREVHHRRALBEE -

EXXCREEEFRRAA
R LSRR
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2017 #Z-Z—+F+-A=+—HI&E

2. ADOPTION OF HONG KONG
FINANCIAL REPORTING
STANDARDS (“HKFRSSs”) (continueq)

(b) New/revised HKFRSs that have been
issued but are not yet effective

The following new/revised HKFRSs, potentially
relevant to the Group’s consolidated financial
statements, have been issued, but are not yet
effective and have not been early adopted by the
Group. The Group’s current intention is to apply
these changes on the date they become effective.

*HAEEMBREERL ([FER
HwmEZEL]) =)

(o) B SEMRE M K AE RIHTET /48

CHE LR

ARG B IR ATERA T 52 8 E H R
EREBRARE 2 HAWERREEN
BER TR BB B RERER - K
SEENBRERSRALERZAER

HHED-

Annual Amendments to HKFRS 1, BB BREEA ERUBREEL
Improvements First-time adoption of Hong —E-mEE EAL AL HP
to HKFRSs Kong Financial Reporting “E-NFES BARMBEANBRS
2014-2016 Standards' FEME AR
Cycle
Amendments to  Classification and Measurement BB BHREEA KR BERARR S 2
HKFRS 2 of Share-Based Payment E2RZBFIR AEREE
Transaction’
HKFRS 9 Financial Instruments’ BB BREEA FRTA
Fo%
HKFRS 15 Revenue from Contracts with BB BREEA REEPAKHZBWA
Customers' $15%
Amendments to Revenue from Contracts with BB BREEA REEPEHZWA
HKFRS 15 Customers E15% BRI R (BRI BREER
(Clarifications to HKFRS 15)! F155H 2 BB
HK(FRIC)-Int 22 Foreign Currency Transactions BB (BRMBHRE IEXFREFRE
and Advance Consideration’ ZEZE9)
-RBE2R
HKFRS 16 Leases? ERMBREED HE?
£165
HK(FRIC)-Int 23 Uncertainty over Income Tax E5 (BRHBRE EHEENTITHETER
Treatments? ZR%ZE9)
—REE23%

U Effective for annual periods beginning on or after 1

January 2018

s Effective for annual periods beginning on or after 1

January 2019

1 05 Starlight Culture Entertainment Group Limited

Annual Report 2017
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Notes to the Consolidated Financial Statements

IR pGET ek

—tFT-A=t-BHLFE

2. FATEVBREERL ([FEM
BHREER]) #)

For the year ended 31 December 2017 HZ=

2. ADOPTION OF HONG KONG
FINANCIAL REPORTING
STANDARDS (“HKFRSSs”) (continued)

(b) New/revised HKFRSs that have

been issued but are not yet effective
(continued)

Annual Improvements to HKFRSs 2014-
2016 Cycle - Amendments to HKFRS

1, First-time Adoption of Hong Kong
Financial Reporting Standards

The amendments issued under the annual
improvements process make small, non-urgent
changes to standards where they are currently
unclear. They include amendments to HKFRS
1, First-time Adoption of Hong Kong Financial
Reporting Standards, removing transition provision
exemptions relating to accounting periods that
had already passed and were therefore no longer
applicable.

Amendments to HKFRS 2 — Classification
and Measurement of Share-Based
Payment Transactions

The amendments provide requirements on the
accounting for the effects of vesting and non-
vesting conditions on the measurement of cash-
settled share-based payments; share-based
payment transactions with a net settlement feature
for withholding tax obligations; and a modification to
the terms and conditions of a share-based payment
that changes the classification of the transaction from
cash-settled to equity-settled.

(o) B SEHMRE M K £ REHTET /48

BT BB BREER (#2)

BENBHEER —F—FZE
—E-NFEZFENE-FE

B R E 1 TR B
AR B B B A

REBEFEICERFRMNZEETHAE
AN EMT ) ERIE LA BT EEME
B-ZFEIREER E?ﬁrﬁt&%ﬁ%,ﬁﬁ%1
MBI ABERREABTERBRE
Al A EEeERAM A EE ﬁHZ
S HHEABENBEGEH R

BB TS E BRI 29 2 55T
%fu%ﬁﬁgﬁﬁﬂxgz g
HE

ZEEI BB MIEREBREHTEN
TRIERZEMESHEEIELRE
LIRS &£ EURMDAERN: BHRE
TEEFHEAERAZARD BERN
KRG UARRZGENHRECEHEEEE R
B EE 2 ARG B ETE FUR R R K
2 1EET -

BEX(IREEMERA
“F LR

106



107

2. ADOPTION OF HONG KONG

FINANCIAL REPORTING

STANDARDS (“HKFRSSs”) (continued)

(b) New/revised HKFRSs that have

been issued but are not yet effective

(continued)

HKFRS 9 - Financial Instruments

HKFRS 9 introduces new requirements for the
classification and measurement of financial assets.
Debt instruments that are held within a business
model whose objective is to hold assets in order to
collect contractual cash flows (the business model
test) and that have contractual terms that give rise
to cash flows that are solely payments of principal
and interest on the principal amount outstanding
(the contractual cash flow characteristics test)
are generally measured at amortised cost. Debt
instruments that meet the contractual cash flow
characteristics test are measured at Fair Value
Through Other Comprehensive Income (“FVTOCI”) if
the objective of the entity’s business model is both
to hold and collect the contractual cash flows and
to sell the financial assets. Entities may make an
irrevocable election at initial recognition to measure
equity instruments that are not held for trading at
FVTOCI. All other debt and equity instruments are
measured at Financial Assets and Liabilities at Fair

Value Through Profit or Loss (“FVTPL”).

HKFRS 9 includes a new expected loss impairment
model for all financial assets not measured at FVTPL
replacing the incurred loss model in HKAS 39 and
new general hedge accounting requirements to
allow entities to better reflect their risk management

activities in financial statements.

Starlight Culture Entertainment Group Limited
Annual Report 2017
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sre SRR MR

For the year ended 31 December 2017 HEZ-E—+ &+ -A=1+—HItFE
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Notes to the Consolidated Financial Statements

B BHRRN

2. FATEVBREERL ([FEM
BHREER]) #)

/\\/T\
For the year ended 31 December 2017 HZ=-F—

2. ADOPTION OF HONG KONG
FINANCIAL REPORTING
STANDARDS (“HKFRSSs”) (continueq)

(b) New/revised HKFRSs that have

been issued but are not yet effective
(continued)

HKFRS 9 - Financial Instruments
(continueq)

HKFRS 9 carries forward the recognition,
classification and measurement requirements for
financial liabilities from HKAS 39, except for financial
liabilities designated at FVTPL, where the amount

(b)

EEMAE R RERBIT K
BAIERMBHREER (2)

BB BHEEREIHR - T

A (&)

BREMBMEENEOF AT BT A

AIEIRE TR B ENER - DB R

BRE HEEEATEFABRRNER
BERIN MBEEERRES I HOHQ

of change in fair value attributable to change in IFTE P B R E M 2 I S R 5?%
credit risk of the liability is recognised in other FEASERSFEERARRIERNR
comprehensive income unless that would create Sh BA B REERE 9%(%55%5/%2

or enlarge an accounting mismatch. In addition,
HKFRS 9 retains the requirements in HKAS 39
for derecognition of financial assets and financial
liabilities.

During 2017, the Group has performed a detailed
assessment of the impact of the adoption of HKFRS
9. The expected impacts relate to the classification
and measurement and the impairment requirements
are summarised as follows:

(@) Classification and measurement

With respect to the Group’s financial assets
currently classified as “available-for-sale”, these
are investments in equity securities which the
Group has the option to irrevocably designate
as FVTOCI (without recycling) on transition
to HKFRS 9. The Group plans to elect this
designation option for the investments held
on 1 January 2018 and will recognise any
subsequent fair value changes in respect of
these investments in other comprehensive
income as they arise. More detailed
assessment will be performed by the Group.

FHEAEORRIERCREERT R
BEMRE -

—E—F AKECDHRABT BN
HEERBSRNTEETHATME - éﬁi
DERFEARBEREEBENEE
ERatanT

77

(@) SERE
AEBERMSBER[AIHLE IS
mﬂﬁ?ﬁﬁﬁ%/\’li{ %?E!’J?fxé{ ZIN
‘;‘EE'JMQ?RH—%T—H@@%&H HEER
BRAFEFAEMEE WS (T8
BE) AEBEFERH _T—N\F
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EMZEREREEREEMRD
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2017 #Z_-F—

2. ADOPTION OF HONG KONG
FINANCIAL REPORTING
STANDARDS (“HKFRSSs”) (continued)

(b) New/revised HKFRSs that have
been issued but are not yet effective

(continued)

HKFRS 9 — Financial Instruments
(continueq)

(@) Classification and measurement (continued)

(b)

The classification and measurement
requirements for financial liabilities under
HKFRS 9 are largely unchanged from HKAS
39, except that HKFRS 9 requires the fair
value change of a financial liability designated
at FVTPL that is attributable to changes of the
financial liability’s credit risk to be recognised
in other comprehensive income (without
reclassification to profit or loss). The Group
currently does not have any financial liabilities
designated at FVTPL and therefore this new
requirement will not have any impact on the
Group on adoption of HKFRS 9.

Impairment

The new impairment model in HKFRS 9
replaces the “incurred loss” model in HKAS 39
with an “expected credit loss” model. Under
the expected credit loss model, it will no longer
be necessary for a loss event to occur before
an impairment loss is recognised. Instead, an
entity is required to recognise and measure
either a 12-month expected credit loss or a
lifetime expected credit loss, depending on
the asset and the facts and circumstances.
The Group has assessed how its impairment
provisions would be affected by the new
model. So far it has concluded that there would
be no material impact for the application of the
new impairment requirements.

Starlight Culture Entertainment Group Limited
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Notes to the Consolidated Financial Statements
e IS ERR M T

For the year ended 31 December 2017 #Z-Z—+&+-A=+—HI&E

2. BRBEUBHREEA ([FELH
HEEEL]) &

2. ADOPTION OF HONG KONG
FINANCIAL REPORTING
STANDARDS (“HKFRSSs”) (continued)

(b) New/revised HKFRSs that have

been issued but are not yet effective
(continued)

HKFRS 15 - Revenue from Contracts with
customers

The new standard establishes a single revenue
recognition framework. The core principle of the
framework is that an entity should recognise
revenue to depict the transfer of promised goods
or services to customers in an amount that reflects
the consideration to which the entity expects to be
entitled in exchange for those goods and services.
HKFRS 15 supersedes existing revenue recognition
guidance including HKAS 18 Revenue, HKAS 11
Construction Contracts and related interpretations.

HKFRS 15 requires the application of a 5-step
approach to revenue recognition:

Step 1: |dentify the contract(s) with a customer

Step 2: Identify the performance obligations in
the contract

Step 3: Determine the transaction price

Step 4: Allocate the transaction price to each
performance obligation

Step 5: Recognise revenue when each

performance obligation is satisfied

(o) B SEHRE M K £ R HTET /48

BRI ERUBREER (2

BB BRERERE159 —KH
BEFEHZHUA

7R I8 3 48 A1) 3R 7 — {IE B 08 ) MR A RERRAE
R ZERNZLRAAEBREZEA
NAeRHIEEARARIRE TE
P Z%eBRRENZERAEMRIRZ
EEmEREAMBBNRE - FERH
s AR E1658 S IR IR T A TR S
S (BREBGFEAE 18R A&
BB EAE R [RESH] REMAR
) e

BN B REEYNFE1GRESE B
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Notes to the Consolidated Financial Statements

= 4 23
e I SRR M
For the year ended 31 December 2017 HEZ-E—+ &+ -A=1+—HItFE

2. ADOPTION OF HONG KONG
FINANCIAL REPORTING
STANDARDS (“HKFRSSs”) (continued)

(b) New/revised HKFRSs that have
been issued but are not yet effective
(continued)

HKFRS 15 - Revenue from Contracts with
customers (continued)

HKFRS 15 includes specific guidance on particular
revenue related topics that may change the current
approach taken under HKFRS. The standard also
significantly enhances the qualitative and quantitative
disclosures related to revenue.

The Standard permits either a full retrospective or a
modified retrospective approach for the adoption.
The new standard is effective for first interim period
within annual reporting periods beginning on or
after 1 January 2018, and will allow early adoption.
Management is currently assessing the effects of
applying the new standard on the Group’s financial
statements.

Amendments HKFRS 15 — Revenue from
Contracts with Customers (Clarifications
to HKFRS 15)

The amendments to HKFRS 15 included
clarifications on identification of performance
obligations; application of principal versus agent;
licenses of intellectual property; and transition
requirements.

Management is currently assessing the effects of
applying the new standard on the Group’s financial
statements.
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Annual Report 2017

REEVMBREERL ([FEM
BHREE

All) &)

(o) B SEMRE M K AE REHTET /48

BT BB BEHREED (&)

BB BREERE 155 —KE
EEAHZUA (&)

FEMEREERF155 B 2 BT EW
AR ERES ZEEINEERE
BB mEEAIRE A 270 - %A
FEWARBOREFLAEGLEE
{2 -

ZEAFAEEERREETER S
AT AR - ERER=—F—N\F—A
—HE KRR ZFEREHENEE
AR AR SRR ATER A - EIEE IE
AR S AR B B |E
WEE-

BB BHEERIE15% 2155
E-KEEFENZKUA (BELY
BHEERE15952 &)
BERMBREEAB IR 2B REY
BRIBTEEERZBE  BAREAR
RIBA HBERT A FOBEME

EEELAENGEAZHENEAEE
MBmEROTE-



Notes to the Consolidated Financial Statements
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2. FATEVBREERL ([FEM
BHREER]) #)

For the year ended 31 December 2017 HZ=

2. ADOPTION OF HONG KONG
FINANCIAL REPORTING
STANDARDS (“HKFRSSs”) (continueq)

(b) New/revised HKFRSs that have

been issued but are not yet effective
(continued)

HK(IFRIC)-Int 22 — Foreign Currency
Transactions and Advance Consideration

The Interpretation provides guidance on determining
the date of the transaction for determining an
exchange rate to use for transactions that involve
advance consideration paid or received in a foreign
currency and the recognition of a non-monetary
asset or non-monetary liability. The Interpretations
specifies that the date of the transaction for the
purpose of determining the exchange rate to use
on initial recognition of the related asset, expense
or income (or part thereof) is the date on which the
entity initially recognises the non-monetary asset or
non-monetary liability arising from the payment or
receipt of advance consideration.

(o) B SEHR{E M K 4E I HTET /48

B ERUBREER (2

BB (ERUBEREZBEZE
E) —BBER2HE-INIEXZER
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ZRBR A AEERRE KA E X
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2. ADOPTION OF HONG KONG
FINANCIAL REPORTING
STANDARDS (“HKFRSSs”) (continued)

(b) New/revised HKFRSs that have

been issued but are not yet effective
(continued)

HKFRS 16 — Leases

HKFRS 16, which upon the effective date will
supersede HKAS 17 “Leases” and related
interpretations, introduces a single lessee accounting
model and requires a lessee to recognise assets
and liabilities for all leases with a term of more 12
months, unless the underlying asset is of low value.
Specifically, under HKFRS 16, a lessee is required
to recognise a right-of-use asset representing its
right to use the underlying leased asset and a lease
liability representing its obligation to make lease
payments. Accordingly, a lessee should recognise
depreciation of the right-of-use asset and interest on
the lease liability, and also classifies cash repayments
of the lease liability into a principal portion and an
interest portion and presents them in the statement
of cash flows. Also, the right-of-use asset and the
lease liability are initially measured on a present value
basis. The measurement includes non-cancellable
lease payments and also includes payments to be
made in optional periods if the lessee is reasonably
certain to exercise an option to extend the lease,
or to exercise an option to terminate the lease. This
accounting treatment is significantly different from
the lessee accounting for leases that are classified
as operating leases under the predecessor standard,
HKAS 17.
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For the year ended 31 December 2017 #EZ-E—+F+-A=+—HBI-FE

2. ADOPTION OF HONG KONG 2. FEEEUBREEL ([F#E
FINANCIAL REPORTING HEEEL]) &

STANDARDS (“HKFRSSs”) (continueq)

(b) New/revised HKFRSs that have

been issued but are not yet effective
(continued)

HKFRS 16 — Leases (continued)

In respect of the lessor accounting, HKFRS 16
substantially carries forward the lessor accounting
requirements in HKAS 17. Accordingly, a lessor
continues to classify its leases as operating leases or
finance leases, and to account for those two types of
leases differently.

HKFRS 16 will primarily affect the Group’s
accounting as a lessee of leases for properties,
plant and equipment which are currently classified
as operating leases. The application of the new
accounting model is expected to lead to an increase
in both assets and liabilities and to impact on the
timing of the expense recognition in the statement of
profit or loss over the period of the lease.
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2. ADOPTION OF HONG KONG
FINANCIAL REPORTING
STANDARDS (“HKFRSSs”) (continued)

(b) New/revised HKFRSs that have

been issued but are not yet effective
(continued)

HK(IFRIC)-Int 23 — Uncertainty over
Income Tax Treatments

The Interpretation supports the requirements of
HKAS 12, Income Taxes, by providing guidance over
how to reflect the effects of uncertainty in accounting
for income taxes. Under the Interpretation, the entity
shall determine whether to consider each uncertain
tax treatment separately or together based on
which approach better predicts the resolution of
the uncertainty. The entity shall also assume the tax
authority will examine amounts that it has a right
to examine and have full knowledge of all related
information when making those examinations. If the
entity determines it is probable that the tax authority
will accept an uncertain tax treatment, then the entity
should measure current and deferred tax in line
with its tax filings. If the entity determines it is not
probable, then the uncertainty in the determination of
tax is reflected using either the “most likely amount”
or the “expected value” approach, whichever better
predicts the resolution of the uncertainty.
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For the year ended 31 December 2017 BZ=%—

2. ADOPTION OF HONG KONG
FINANCIAL REPORTING
STANDARDS (“HKFRSSs”) (continueq)

(b) New/revised HKFRSs that have (b) TREMENREROHFT &

been issued but are not yet effective
(continued)

HK(IFRIC)-Int 23 — Uncertainty over
Income Tax Treatments (continued)

An entity must determine whether to consider each
uncertain tax treatment separately or together with
one or more other uncertain tax treatments. The
approach that better predicts the resolution of the
uncertainty should be followed. The interpretation is
effective for annual reporting periods beginning on or
after 1 January 2019, but certain transition reliefs are
available. The Group will apply interpretation from its
effective date. The interpretation is not expected to
have any significant impact on the Group’s financial
statements.

Except as described above, the Directors of the
Company anticipate that the application of other new
and amendments to HKFRSs and Interpretations
will have no material impact on the results and the
financial position of the Group in the foreseeable
future.
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Notes to the Consolidated Financial Statements
rE I ERRMIEE

For the year ended 31 December 2017 HEZ-E—+ &+ -A=+—HItFE

3.

BASIS OF PREPARATION

Statement of compliance

The consolidated financial statements have been prepared
in accordance with all applicable HKFRSs, Hong Kong
Accounting Standards (“HKASs”) and Interpretations
(hereinafter collectively referred to as the "HKFRS”) and
the disclosure requirements of the Hong Kong Companies
Ordinance. In addition, the consolidated financial
statements include applicable disclosures required by the
Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”).

Basis of measurement and going concern
assumption

The consolidated financial statements have been prepared
under the historical cost basis except for certain financial
instruments, which are measured at fair values as
explained in the accounting policies set out below.

During the year, the Group incurred a loss attributable
to owners of the Company of HK$294,439,000 for
the year ended 31 December 2017 and at the end of
reporting period, the Group had net current liabilities
and net liabilities of approximately HK$197,841,000 and
HK$110,445,000 respectively. These conditions indicate
the existence of a material uncertainty which may cast
doubt on the Group’s ability to continue as a going
concern and, therefore, that it may be unable to realise its
assets and discharge its liabilities in the normal course of
business.

In view of these circumstances, the directors of the
Company have given consideration to the future liquidity
and performance of the Group and its available sources of
finance in assessing whether the Group will have sufficient
financial resources to continue as a going concern.

Starlight Culture Entertainment Group Limited
Annual Report 2017

EREE

EREH

5 4 B S R T IR AR BT R B R IS TR
B BB G EA ([EB G0 Rk
(A THTEAR (BB BHRE L)) REEA
02 BB R TR« LON - A BT 3R
RUEHRFABEE LR (LR R
R -

STEEERFALERR

BARBRRDAELRAARUEE T
XH R BEARRZETERTANRA
FlEHE

FRN - AEBBESHE_ZT—+FE+ A
=+ BLEFEARQRREAR AEMEISE
294,439,000/ 7L RIEHAR AEERBE
BFHELRBEFED R AL197,841,0007% 7T
110,445,000 7T - Z SRR BB R FERIGES
AEBMNBELEENEERBOERNTET
Az Al AEEAREEEEASEBRBRE
HFERHEEEREEHEBE-

ERZERR ARAEFEFHAEERST
BRERENUBERAEBLER EERAN
SENARRBHE S RRBEAREAFOTB



Notes to the Consolidated Financial Statements

IN=R NGRS e b

For the year ended 31 December 2017 #Z2-Z—+&+-A=1+—HI&E

BASIS OF PREPARATION (continueq)

Basis of measurement and going concern
assumption (continuea)

The directors have been taking various initiatives to
improve the Group’s operating cash flows, which include:

- The Group obtained consent from the existing
Convertible Bond holders, with principal amount of
approximately HK$315,000,000 due on 1 December
2018, to extend the due date of the captioned
Convertible Bond for a year till 2 December 2019
upon the request by the Company before the due
date;

- The Group obtained consent from the existing
Promissory Note holder, with principal amount
of approximately HK$100,500,000 (equivalent to
approximately US$12,885,000) due on 12 December
2018, to extend the due date of the captioned
Promissory Note for a year till 12 December 2019;

- The Group is actively considering disposal of
available-for-sale investments;

- The Group has substantially expanded its media
and culture business during the year with business
acquisitions (details in Note 35). The directors of the
Company expect that income from this business
segment and related film licensing income will
contribute operating cash flows to the Group in the
coming years;

- The Group is actively considering raising new capital
by obtaining new bank borrowings and carrying out
fund raising activities including but not limited to
rights issue, open offer, placing of new shares and
issuance of other convertible bonds.
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For the year ended 31 December 2017 HEZ-E—+ &+ -A=+—HItFE

3.

BASIS OF PREPARATION (continueq)

Basis of measurement and going concern
assumption (continuea)

In the opinion of the directors of the Company, after
considering the Group’s forecast and projections,
operation as well as capital expenditure and the above
financing arrangements of the Group, the Group is
expected to have sufficient liquidity to finance its
operations for the next twelve months subsequent to end
of reporting period. Therefore, the consolidated financial
statements of the Group have been prepared on a going
concern basis.

Should the aforesaid financing arrangement cannot
be realised, the Group may not be able to continue in
business as a going concern, adjustments would have to
be made to adjust the value of assets to their estimated
realisable values, to reclassify non-current assets and
liabilities as current assets and liabilities respectively, and
to provide for any further liabilities which may arise. The
effects of these potential adjustments have not been
reflected in the consolidated financial statements.

The preparation of consolidated financial statements in
conformity with HKFRSs requires management to make
judgements, estimates and assumptions that affect the
application of policies and reported amounts of assets,
liabilities, income and expenses. The estimates and
associated assumptions are based on historical experience
and various other factors that are believed to be
reasonable under the circumstances, the results of which
form the basis of making the judgements about carrying
values of assets and liabilities that are not readily apparent
from other sources. Actual results may differ from these
estimates.
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For the year ended 31 December 2017 #Z-Z—+&+_-A=+—HI&E

BASIS OF PREPARATION (continueq)

Basis of measurement and going concern
assumption (continuea)

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

Judgements made by management in the application of
HKFRSs that have significant effect on the consolidated
financial statements and major sources of estimation
uncertainty are discussed in consolidated financial
statements.

Functional and presentation currency

The consolidated financial statements are presented in
Hong Kong dollars (“HK$”), which is the same as the
functional currency of the Company and all values are
rounded to the nearest thousand except when otherwise
indicated.

SIGNIFICANT ACCOUNTING
POLICIES

Business combination and basis of
consolidation

The consolidated financial statements comprise the
financial statements of the Company and its subsidiaries.
Inter-company transactions and balances between group
companies together with unrealised profits are eliminated
in full in preparing the consolidated financial statements.
Unrealised losses are also eliminated unless the
transaction provides evidence of impairment on the asset
transferred, in which case the loss is recognised in profit or
loss.
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Business combination and basis of
consolidation (continuea)

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated statement of
comprehensive income from the dates of acquisition or up
to the dates of disposal, as appropriate. Where necessary,
adjustments are made to the financial statements of
subsidiaries to bring their accounting policies into line with
those used by other members of the Group.

Acquisition of subsidiaries or businesses is accounted for
using the acquisition method. The cost of an acquisition
is measured at the aggregate of the acquisition-date
fair value of assets transferred, liabilities incurred and
equity interests issued by the Group, as the acquirer. The
identifiable assets acquired and liabilities assumed are
principally measured at acquisition-date fair value. The
Group’s previously held equity interest in the acquiree is re-
measured at acquisition-date fair value and the resulting
gains or losses are recognised in profit or loss. The
Group may elect, on a transaction-by-transaction basis,
to measure the non-controlling interests that represent
present ownership interests in the subsidiary either at
fair value or at the proportionate share of the acquiree’s
identifiable net assets. All other non-controlling interests
are measured at fair value unless another measurement
basis is required by HKFRSs. Acquisition-related costs
incurred are expensed unless they are incurred in issuing
equity instruments in which case the costs are deducted
from equity.

Any contingent consideration to be transferred by the
acquirer is recognised at acquisition-date fair value.
Subsequent adjustments to consideration are recognised
against goodwill only to the extent that they arise from new
information obtained within the measurement period (a
maximum of 12 months from the acquisition date) about
the fair value at the acquisition date. All other subsequent
adjustments to contingent consideration classified as an
asset or a liability are recognised in profit or loss.

Starlight Culture Entertainment Group Limited
Annual Report 2017

FEEFBE &

E¥BEHRGERERE &)

RAFERBALENMB LR 2 XEBWE
PHEKEELEAHILE (WER) ERESE
PHRER - HEBARZHBERREN BB
FHRABUEESTRREAEEEMKER
BIFTAM ST ERERM -

W BB BT B A RIS TS IR AR A BR - B K
AIVZEFIEBREE FMELAERASE (R
WRETT )BT RENKEE A 22 FEAR
ArE-MRBZARBIEERAAERERE
ERWEERZRAVERE - AEB AR
WUE T 2 B ANIBEE A R EEHTE
mATEEZ Wat kBB RN B R - A&
B i8R 5 EER QT EIIREGERKE
ET%%éE@@Z%W#zW?KHWKW
T%E%Z#?h%*°@#§%%ﬁﬁ
mﬁﬁﬁmkﬁﬁm%ig BRIFEH A
#%k%\ﬁﬁiﬁfi,%EEZ%%ﬁﬁ
RAFHERS MRIFEEEBHTRATA
BT BERKAEEETIE-

BHUWET K TERE ZERRKARERKRE R
ZANEER RERHREZABERHBR
BRFAER(REAKRBERAMEI2EA) AMHM
RSARNKEEz ARBEZHERK &
HEER DHEAEEXBBZHARREZM
BEMERBHRYGNIBaE P HER -



Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 HZ=-F—

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Business combination and basis of
consolidation (continuea)

When the Group loses control of a subsidiary, the profit or
loss on disposal is calculated as the difference between
() the aggregate of the fair value of the consideration
received and the fair value of any retained interest and
(i) the previous carrying amount of the assets (including
goodwill), and liabilities of the subsidiary and any non-
controlling interest. Amounts previously recognised in other
comprehensive income in relation to the subsidiary are
accounted for in the same manner as would be required if
the relevant assets or liabilities were disposed of.

Subsequent to acquisition, the carrying amount of non-
controlling interests that represent present ownership
interests in the subsidiary is the amount of those
interests at initial recognition plus such non-controlling
interest’s share of subsequent changes in equity. Total
comprehensive income is attributed to such non-
controlling interests even if this results in those non-
controlling interests having a deficit balance.

Subsidiaries

A subsidiary is an investee over which the Company is able
to exercise control. The Company controls an investee if
all three of the following elements are present: power over
the investee, exposure, or rights, to variable returns from
the investee, and the ability to use its power to affect those
variable returns. Control is reassessed whenever facts and
circumstances indicate that there may be a change in any
of these elements of control.

De-facto control exists in situations where the Company
has the practical ability to direct the relevant activities of
the investee without holding the majority of the voting
rights. In determining whether de-facto control exists the
Company considers all relevant facts and circumstances,
including:
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B BRRME

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Subsidiaries (continuead)

The size of the Company’s voting rights relative to both the
size and dispersion of other parties who hold voting rights;

Substantive potential voting rights held by the Company
and other parties who hold voting rights;

Other contractual arrangements; and
Historic patterns in voting attendance.

In the Company’s statement of financial position,
investments in subsidiaries are stated at cost less
impairment loss, if any. The results of subsidiaries are
accounted for by the Company on the basis of dividend
received and receivable.

Goodwill

Where the fair value of identifiable assets and liabilities
exceed the aggregate of the fair value of consideration
paid, the amount of any non-controlling interest in
the acquiree and the acquisition date fair value of the
acquirer’s previously held equity interest in the acquiree,
the excess is recognised in profit or loss on the acquisition
date, after re-assessment.

Goodwill is measured at cost less impairment losses. For
the purpose of impairment testing, goodwill arising from
an acquisition is allocated to each of the relevant cash-
generating units that are expected to benefit from the
synergies of the acquisition. A cash-generating unit is the
smallest identifiable group of assets that generates cash
inflows that are largely independent of the cash inflows
from other assets or groups of assets. A cash-generating
unit to which goodwill has been allocated is tested for
impairment annually, by comparing its carrying amount
with its recoverable amount (see Impairment of non-
financial assets paragraph as below), and whenever there
is an indication that the unit may be impaired.
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For the year ended 31 December 2017 HZ-F—

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Goodwill continuead)

For goodwill arising on an acquisition in a financial year,
the cash-generating unit to which goodwill has been
allocated is tested for impairment before the end of that
financial year. When the recoverable amount of the cash-
generating unit is less than the carrying amount of the unit,
the impairment loss is allocated to reduce the carrying
amount of any goodwill allocated to the unit first, and then
to the other assets of the unit pro-rata on the basis of the
carrying amount to each asset in the unit. However, the
loss allocated to each asset will not reduce the individual
asset’s carrying amount to below its fair value less cost of
disposal (if measurable) or its value in use (if determinable),
whichever is the higher. Any impairment loss for goodwiill
is recognised in profit or loss and is not reversed in
subsequent periods.

Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and accumulated impairment
losses, if any.

The cost of property, plant and equipment includes its
purchase price and the costs directly attributable to the
acquisition of the items.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the
cost of the item can be measured reliably. The carrying
amount of the replaced part is derecognised. All other
repairs and maintenance are recognised as an expense in
profit or loss during the financial period in which they are
incurred.
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4,

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Property, plant and equipment (continued)

Property, plant and equipment are depreciated so as to
write off their cost or valuation net of expected residual
value over their estimated useful lives on a straight-line
basis. The useful lives, residual value and depreciation
method are reviewed, and adjusted if appropriate, at
the end of each reporting period. The useful lives are as
follows:

Furniture and fixtures 4 years
Office equipment 4 years
Motor vehicles 3'/s years
Land and building 40 years

Leasehold improvements Over the remaining life of the
leases but not exceeding 2
years

An asset is written down immediately to its recoverable
amount if its carrying amount is higher than the asset’s
estimated recoverable amount.

The gain or loss on disposal of an item of property, plant
and equipment is the difference between the net sale
proceeds and its carrying amount, and is recognised in
profit or loss on disposal.

Leasing

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified
as operating leases.
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For the year ended 31 December 2017 HZ=-F—

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leasing (continued)
The Group as lessee

Assets held under finance leases are initially recognised
as assets at their fair value or, if lower, the present value
of the minimum lease payments. The corresponding
lease commitment is shown as a liability. Lease payments
are analysed between capital and interest. The interest
element is charged to profit or loss over the period of the
lease and is calculated so that it represents a constant
proportion of the lease liability. The capital element reduces
the balance owed to the lessor.

The total rentals payable under the operating leases are
recognised in profit or loss on a straight-line basis over the
lease term. Lease incentives received are recognised as an
integrated part of the total rental expense, over the term of
the lease.

Film products and film production in
progress

Film products represent proportional distribution rights
and legal copyrights of films, television programmes and
television drama series produced by the Group or acquired
by the Group. Film products are stated at cost less
accumulated amortisation and identified impairment loss.
Costs of film products comprise fees paid and payable
under agreements, direct costs/expenses incurred during
the production of films and TVs, fees for the reproduction
and/or distribution of films and TVs. Amortisation is
calculated using the straight-line method to allocate the
cost of film and TV copyrights over their estimated useful
lives which are determined based on individual title basis
and ranged from within one year to five years after the
showing of the respective film, or the delivery of master
tapes of the respective TVs.
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Film products and film production in
progress (continuea)

Film production in progress are accounted for on a film-
by-film basis and are stated at cost less accumulated
impairment losses, if any. Cost of film production in
progress includes production costs, costs of services,
direct labour costs, facilities and raw materials consumed
in the creation of a film. Upon completion, these films
under production are reclassified as film rights.

Impairment assessment of the film products and film
production in progress is assessed on an annual basis or
whenever events or changes in circumstances indicate
that the carrying amount is below the recoverable amount,
where relevant, an impairment loss is recognised to reduce
the asset to its recoverable amount. Such impairment loss
is recognised in the consolidated statement of profit or
loss. The recoverable amounts of the film products and film
production in progress are determined and reviewed on
a title-by-title basis and are based on their fair value that
include unobservable inputs and assumptions derived from
the Group.

Financial instruments
Financial assets

The Group classifies its financial assets at initial
recognition, depending on the purpose for which the
asset was acquired. Financial assets at fair value through
profit or loss are initially measured at fair value and all
other financial assets are initially measured at fair value
plus transaction costs that are directly attributable to
the acquisition of the financial assets. Regular way
purchases or sales of financial assets are recognised
and derecognised on a trade date basis. A regular way
purchase or sale is a purchase or sale of a financial asset
under a contract whose terms require delivery of the asset
within the time frame established generally by regulation or
convention in the marketplace concerned.

Starlight Culture Entertainment Group Limited
Annual Report 2017

tET-AZT-ALEE

FEEFBE &

TRREREX (#)

EREY IRE B ZEEFE  WIERA
BERFHRERR (ME) Al -EREF 2K
REBREKRA  RIFEAA - EESTRA
REEEZREE 2R LR - RTKERIE
% ZEERETRENDBREXMRE-

%F/EDD&E LERHREF SR FET X
ERFHRYABREDBIERERRAIKE S
BE EREBRATNEERREBERAKE
EREEAKEESE  F /WEEE%@E%?E\
BRERAAER BEXEMREHEFZOHATROD
THEAEEERSER REARQ ﬁ:f‘f{ﬁ(@%
FUBEGABBRAEHEERNER)E
ek

TRIA

EHEE
AEBERFABABEZB O RIIGERE
ETERMEES R -BAFEMAAREZEH

BEDRATVFENGRTE THAAELERE
EARATESNKESREEEREAHZIR
DRANEFTE-UERTABESILEZS
MEEHRR S HELET AR MEUBHER -
NERTABEXHERHERBESOEGEIRTE
EHEETSR ZRAUREBIBEBENEZRKRER
RNEEMETZEMEEBERLE -



Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 #Z_-F—

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continued)
Financial assets (continued)

Loans and receivables

These assets are non-derivative financial assets with
fixed or determinable payments that are not quoted in an
active market. They arise principally through the provision
of goods and services to customers (trade debtors), and
also incorporate other types of contractual monetary
asset. Subsequent to initial recognition, they are carried
at amortised cost using the effective interest method, less
any identified impairment losses.

Available-for-sale financial assets

These assets are non-derivative financial assets that are
designated as available-for-sale or are not included in
other categories of financial assets. Subsequent to initial
recognition, these assets are carried at fair value with
changes in fair value recognised in other comprehensive
income, except for impairment losses and foreign
exchange gains and losses on monetary instruments,
which are recognised in profit or loss.

For available-for-sale equity investments that do not have
a quoted market price in an active market and whose fair
value cannot be reliably measured and derivatives that are
linked to and must be settled by delivery of such unquoted
equity instruments, they are measured at cost less any
identified impairment losses. These assets are non-
derivative financial assets that are designated as available-
for-sale or are not included in other categories of financial
assets. Subsequent to initial recognition, these assets are
carried at fair value with changes in fair value recognised
in other comprehensive income, except for impairment
losses and foreign exchange gains and losses on monetary
instruments, which are recognised in profit or loss.
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continued)
Impairment loss on financial assets

The Group assesses, at the end of each reporting period,
whether there is any objective evidence that financial asset
is impaired. Financial asset is impaired if there is objective
evidence of impairment as a result of one or more events
that has occurred after the initial recognition of the asset
and that event has an impact on the estimated future cash
flows of the financial asset that can be reliably estimated.
Evidence of impairment may include:

° significant financial difficulty of the issuer or
counterparty; or

o breach of contracts, such as default or delinquency
in interest or principal payments; or

° it becoming probable that the borrower will enter
bankruptcy or financial re-organisation; or

o disappearance of an active market for that financial
asset because of financial difficulties.

For loans and receivables

An impairment loss is recognised in profit or loss and
directly reduces the carrying amount of financial asset
when there is objective evidence that the asset is impaired,
and is measured as the difference between the asset’s
carrying amount and the present value of the estimated
future cash flows discounted at the original effective
interest rate. The carrying amount of financial asset is
reduced through the use of an allowance account. When
any part of financial asset is determined as uncollectible, it
is written off against the allowance account for the relevant
financial asset.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 HZ=-F—

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continued)
Impairment loss on financial assets (continued)

For available-for-sale financial assets

Where a decline in the fair value constitutes objective
evidence of impairment, the amount of the loss is removed
from equity and recognised in profit or loss.

Any impairment losses on available-for-sale debt
investments are subsequently reversed in profit or loss
if an increase in the fair value of the investment can
be objectively related to an event occurring after the
recognition of the impairment loss.

For available-for-sale equity investment, any increase in fair
value subsequent to an impairment loss is recognised in
other comprehensive income.

For available-for-sale equity investment that is carried
at cost, the amount of impairment loss is measured as
the difference between the carrying amount of the asset
and the present value of estimated future cash flows
discounted at the current market rate of return for a similar
financial asset. Such impairment loss is not reversed.

Financial liabilities

The Group classifies its financial liabilities, depending on
the purpose for which the liabilities were incurred. Financial
liabilities at fair value through profit or loss are initially
measured at fair value and financial liabilities at amortised
cost are initially measured at fair value, net of directly
attributable costs incurred.

Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss include
financial liabilities held for trading and financial liabilities
designated upon initial recognition as at fair value through
profit or loss.
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continued)
Financial liabilities (continued)

Financial liabilities at fair value through profit or loss
(continued)

Financial liabilities are classified as held for trading if they
are acquired for the purpose of sale in the near term.
Derivatives, including separated embedded derivatives,
are also classified as held for trading unless they are
designated as effective hedging instruments. Gains or
losses on liabilities held for trading are recognised in profit
or loss.

Where a contract contains one or more embedded
derivatives, the entire hybrid contract may be designated
as a financial liability at fair value through profit or
loss, except where the embedded derivative does not
significantly modify the cash flows or it is clear that
separation of the embedded derivative is prohibited.

Financial liabilities may be designated upon initial
recognition as at fair value through profit or loss if the
following criteria are met: (i) the designation eliminates or
significantly reduces the inconsistent treatment that would
otherwise arise from measuring the liabilities or recognising
gains or losses on them on a different basis; (i) the
liabilities are part of a group of financial liabilities which are
managed and their performance evaluated on a fair value
basis, in accordance with a documented risk management
strategy; or (iii) the financial liability contains an embedded
derivative that would need to be separately recorded.

Subsequent to initial recognition, financial liabilities at fair
value through profit or loss are measured at fair value,
with changes in fair value recognised in profit or loss in the
period in which they arise.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2017 HE-E—+ &+ -A=1+—HItFE

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continued)
Financial liabilities (continued)

Financial liabilities at amortised cost

Financial liabilities at amortised cost including trade
and other payables, borrowings and the debt element
of convertible loan note issued by the Group are
subsequently measured at amortised cost, using the
effective interest method. The related interest expense is
recognised in profit or loss. Gains or losses are recognised
in profit or loss when the liabilities are derecognised as well
as through the amortisation process.

Convertible loan notes

Convertible loan notes contain liability and equity
components

Convertible loan notes issued by the Company that contain
both the liability and conversion option components are
classified separately into their respective items on initial
recognition. Conversion option that will be settled by the
exchange of a fixed amount of cash or another financial
asset for a fixed number of the Company’s own equity
instruments is classified as an equity instrument.

On initial recognition, the fair value of the liability
component is determined using the prevailing market
interest of similar non-convertible debts. The difference
between the proceeds of the issue of the convertible
loan notes and the fair value assigned to the liability
component, representing the conversion option for the
holder to convert the loan notes into equity, is included in
equity (convertible loan notes equity reserve).
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continued)
Convertible loan notes (continued)

Convertible loan notes contain liability and equity
components (continued)

In subsequent periods, the liability component of the
convertible loan notes is carried at amortised cost using
the effective interest method. The equity component,
represented by the option to convert the liability
component into ordinary shares of the Company, will
remain in convertible loan notes equity reserve until the
embedded option is exercised (in which case the balance
stated in convertible loan notes equity reserve will be
transferred to share capital). Where the option remains
unexercised at the expiry dates, the balance stated in
convertible loan notes equity reserve will be released to
the retained earnings. No gain or loss is recognised upon
conversion or expiration of the option.

Convertible loan notes contain liability component
and conversion option derivative

Convertible loan notes issued by the Company that
contain both liability and conversion option components
are classified separately into their respective items on initial
recognition. Conversion option that will be settled other
than by the exchange of a fixed amount of cash or another
financial asset for a fixed number of the Company’s own
equity instruments is a conversion option derivative. At
the date of issue, the conversion option derivative is
recognised at fair value. Any excess of proceeds over the
amount initially recognised as the derivative component is
recognised as liability.

In subsequent periods, the liability component of the
convertible loan notes is carried at amortised cost using
the effective interest method, until extinguished on
conversion or maturity. The conversion option derivative
is measured at fair value with changes in fair value
recognised in profit or loss.
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For the year ended 31 December 2017 HE-E—+ &+ -A=1+—HItFE

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continued)
Convertible loan notes (continued)

Convertible loan notes contain liability component
and conversion option derivative (continued)

When the notes are converted, the carrying amount of the
liability portion together with the fair value of the conversion
derivative at the time of conversion are transferred to
share capital as consideration for the shares issued.
When the notes are redeemed, and difference between
the redemption amount and the carrying amounts of both
components is recognised in profit or loss.

Transaction costs that relate to the issue of the convertible
loan notes are allocated to the liability and conversion
option components in proportion to the allocation of
the proceeds. Transaction costs relating to the equity
component are charged directly to equity/the conversion
option derivative is recognised in profit or loss immediately.
Transaction costs relating to the liability component are
included in the carrying amount of the liability portion and
amortised over the period of the convertible loan notes
using the effective interest method.

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial asset or financial liability
and of allocating interest income or interest expense over
the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash receipts or
payments through the expected life of the financial asset or
liability, or where appropriate, a shorter period.

Equity instruments

Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial instruments (continued)
Derecognition

The Group derecognises a financial asset when the
contractual rights to the future cash flows in relation to
the financial asset expire or when the financial asset has
been transferred and the transfer meets the criteria for
derecognition in accordance with HKAS 39.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled
or expired.

Where the Group issues its own equity instruments to a
creditor to settle a financial liability in whole or in part as a
result of renegotiating the terms of that liability, the equity
instruments issued are the consideration paid and are
recognised initially and measured at their fair value on the
date the financial liability or part thereof is extinguished. If
the fair value of the equity instruments issued cannot be
reliably measured, the equity instruments are measured to
reflect the fair value of the financial liability extinguished.
The difference between the carrying amount of the financial
liability or part thereof extinguished and the consideration
paid is recognised in profit or loss for the year.

Revenue recognition

Revenue from sales of goods is recognised on transfer of
risks and rewards of ownership, which is at the time of
delivery and the title is passed to customer.

Revenue from entertainment and gaming business
represents revenue from gaming promotion operations
which is recognised upon share of the net gaming wins
and losses from the gaming tables.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 HZ-F—

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Revenue recognition (continued)

Dividend income is recognised when the right to receive
the dividend is established.

Interest income is accrued on time basis on the principal
outstanding at the applicable interest rate.

Revenue from rendering of services is recognised when
services are provided.

Income taxes

Income taxes for the year comprise current tax and
deferred tax.

Current tax is based on the profit or loss from ordinary
activities adjusted for items that are non-assessable or
disallowable for income tax purposes and is calculated
using tax rates that have been enacted or substantively
enacted at the end of reporting period.

Income taxes are recognised in profit or loss except when
they relate to items recognised in other comprehensive
income in which case the taxes are also recognised in
other comprehensive income or when they relate to items
recognised directly in equity in which case the taxes are
also recognised directly in equity.
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Income taxes (continued)

Deferred tax is recognised in respect of temporary
differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the
corresponding amounts used for tax purposes. Except
for goodwill and recognised assets and liabilities that
affect neither accounting nor taxable profits, deferred
tax liabilities are recognised for all taxable temporary
differences. Deferred tax assets are recognised to the
extent that it is probable that taxable profits will be
available against which deductible temporary differences
can be utilised. Deferred tax is measured at the tax rates
appropriate to the expected manner in which the carrying
amount of the asset or liability is realised or settled and
that have been enacted or substantively enacted at the
end of reporting period.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries,
associates and jointly controlled entities, except where
the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference
will not reverse in the foreseeable future.

Foreign currencies

Transactions entered into by group entities in currencies
other than the currency of the primary economic
environment in which they operate (the “functional
currency”) are recorded at the rates ruling when the
transactions occur. Foreign currency monetary assets and
liabilities are translated at the rates ruling at the end of
reporting period. Non-monetary items carried at fair value
that are denominated in foreign currencies are retranslated
at the rates prevailing on the date when the fair value
was determined. Non-monetary items that are measured
in terms of historical cost in a foreign currency are not
retranslated.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 #Z_-F—

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Foreign currencies (continuea)

Exchange differences arising on the settlement of monetary
items, and on the retranslation of monetary items, are
recognised in profit or loss in the period in which they
arise. Exchange differences arising on the retranslation of
non-monetary items carried at fair value are included in
profit or loss for the period except for differences arising on
the retranslation of non-monetary items in respect of which
gains and losses are recognised in other comprehensive
income, in which case, the exchange differences are also
recognised in other comprehensive income.

On consolidation, income and expense items of
foreign operations are translated into the presentation
currency of the Group (i.e. Hong Kong dollars) at the
average exchange rates for the year, unless exchange
rates fluctuate significantly during the period, in which
case, the rates approximating to those ruling when the
transactions took place are used. All assets and liabilities
of foreign operations are translated at the rate ruling
at the end of reporting period. Exchange differences
arising, if any, are recognised in other comprehensive
income and accumulated in equity as foreign exchange
reserve (attributed to minority interests as appropriate).
Exchange differences recognised in profit or loss of group
entities’ separate financial statements on the translation
of long-term monetary items forming part of the Group’s
net investment in the foreign operation concerned
are reclassified to other comprehensive income and
accumulated in equity as foreign exchange reserve.

Employee benefits
Short term employee benefits

Short term employee benefits are employee benefits (other
than termination benefits) that are expected to be settled
wholly before twelve months after the end of the annual
reporting period in which the employees render the related
service. Short term employee benefits are recognised in
the year when the employees render the related service.
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For the year ended 31 December 2017 #Z_-F—

4,

B MBI

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Employee benefits (continuea)
Retirement benefit costs

Payments to the Mandatory Provident Fund Scheme (the
“MPF Scheme”) and a defined contribution provident
fund under Occupational Retirement Scheme Ordinance
(the “ORSO Scheme”) are recognised as expenses when
employees have rendered service entitling them to the
contributions.

Contribution to defined contribution retirement plans
are recognised as an expense in profit or loss when the
services are rendered by the employees. The contributions
to the central pension scheme are recognised as an
expense in profit or loss when the services are rendered by
the employees.

Impairment of non-financial assets

At the end of each reporting period, the Group reviews
the carrying amounts of the following assets to determine
whether there is any indication that those assets have
suffered an impairment loss or an impairment loss
previously recognised no longer exists or may have
decreased:

o property, plant and equipment under cost model;
and

° investments in subsidiaries

If the recoverable amount (i.e. the greater of the fair
value less costs of disposal and value in use) of an asset
is estimated to be less than its carrying amount, the
carrying amount of the asset is reduced to its recoverable
amount. An impairment loss is recognised as an expense
immediately.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 HZ-F—

SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of non-financial assets
(continued)

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, to the extent 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.

Value in use is based on the estimated future cash flows
expected to be derived from the asset, discounted to their
present value using a pre-tax discount rate that reflects
current market assessments of the time value of money
and the risks specific to the asset.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing
or amount when the Group has a legal or constructive
obligation arising as a result of a past event, which it is
probable will result in an outflow of economic benefits that
can be reliably estimated.

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

For the year ended 31 December 2017 HEZ-E—+ &+ -A=+—HItFE

4. SIGNIFICANT ACCOUNTING 4. EESEHBER 2
POLICIES (continued)
Related parties BEAL
(@) A person or a close member of that person’s family (@ MWBILTAL BIZALTHZALTZER

is related to the Group if that person: RiEAK B EARE[E AR E

() has control or joint control over the Group; (i) e RS A EE

(i) has significant influence over the Group; or (i) HAKBEEATE =K

(i) is a member of key management personnel of (il AEAEBRARRERARZEEE
the Group or the Company’s parent. BEKE -

(b)  An entity is related to the Group if any of the following (b) 1@?—? THMEAEE - B EBEAERS
conditions apply: Eaptd

()  The entity and the Group are members of the () ZEBEAXSEBR-—SEIXE
same group (which means that each parent, AAE (BANEEAR - WEARREER
subsidiary and fellow subsidiary is related to the WEBAREILHEAERE) -
others).

(i) One entity is an associate or joint venture of the iy —HEBAES TR ZEENRNL
other entity (or an associate or joint venture of a GEPE(XEZ—EBAEKERA
member of a group of which the other entity is ZEBBETHKE AR ZBENRH
a member). BEDE) -

(i)  Both entities are joint ventures of the same (i) MAERBHRR-—F=Aza%l
third party. E

(v)  One entity is a joint venture of a third entity vy —HEBAF-FERBZAZD
and the other entity is an associate of the third X ME—EBRZFE=-FTEREZ
entity. RN

(v)  The entity is a post-employment benefit plan v) ERARTEEFIHEAEEBREE.
for the benefit of the employees of the Group or EETIE B FI &R 2 BEB AR B 5T
an entity related to the Group. 2o
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Notes to the Consolidated Financial Statements

sre MR R

For the year ended 31 December 2017 #Z-Z—+&+-A=1+—HI&E

4. SIGNIFICANT ACCOUNTING 4. EESEBER 2
POLICIES (continued)
Related parties (continued) BEAL (2
(b)  (continued) o) (%)

(vi)  The entity is controlled or jointly controlled by a (vi) EEEX@PTHEBIATES T
person identified in (a). R

(vi) A person identified in (a)(i) has significant (i) RE@OFTFINALTHERBEERT
influence over the entity or is a member of key ZHIBZREL (AZERB IR
management personnel of the entity (or of a AFTEEEENXE -
parent of the entity).

(vii) The entity, or any member of a group of (viiy Ef IEBZEMKEQRT (A%
which it is a part, provides key management Brz—Ho)AMEEXARAGER
personnel services to the group or to the AR EREEX B R -
Company’s parent.

Close members of the family of a person are those family BERATZAFRRENERBHRZATHE
members who may be expected to influence, or be Rl /sui}\tiiEZ)\j:@’ ZEE
influenced by, that person in their dealings with the entity KGR E B
and include:
()  that person’s children and spouse or domestic () BATZFERERBEBIKREMNE
partner;
(i) children of that person’s spouse or domestic partner; (i) RATEBIREHEZTFZ: K
and
(i)  dependents of that person or that person’s spouse (i) ZATHEEBIREHBZZEA-

or domestic partner.

B3 LIRS M HRA
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Notes to the Consolidated Financial Statements
4o A

sre MR

For the year ended 31 December 2017 HZ-Z—+F+-A=+—HI&E

5.

CRITICAL ACCOUNTING
JUDGMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, which
are described in note 4, the directors of the Company are
required to make judgments, estimates and assumptions
about the carrying amounts of assets and liabilities that are
not readily apparent from other sources. The estimates and
associated assumptions are based on historical experience
and other factors that are considered to be relevant. Actual
results may differ from these estimates. The estimates
and underlying assumptions are reviewed on an ongoing
basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision
and future periods if the revision affects both current and
future periods. Key sources of estimation uncertainty are
as follows:

Useful lives of property, plant and
equipment

In accordance with HKAS 16, the Group estimates the
useful lives of property, plant and equipment in order to
determine the amount of depreciation expenses to be
recorded. The useful lives are estimated at the time the
asset is acquired based on historical experience, the
expected usage, wear and tear of the assets, as well as
technical obsolescence arising from changes in the market
demands or service output of the assets. The Group also
performs annual reviews on whether the assumptions
made on useful lives continue to be valid.

Fair value measurement

A number of assets and liabilities included in the Group’s
consolidated financial statements require measurement at,
and/or disclosure of, fair value.
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Notes to the Consolidated Financial Statements

sre MR R

For the year ended 31 December 2017 #Z-Z—+&+-A=1+—HI&E

CRITICAL ACCOUNTING
JUDGMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

(continued)

Fair value measurement (continuead)

The fair value measurement of the Group’s financial
and non-financial assets and liabilities utilises market
observable inputs and data as far as possible. Inputs used
in determining fair value measurements are categorised
into different levels based on how observable the inputs
used in the valuation technique utilised are (the ‘fair value
hierarchy’):

° Level 1:  Quoted prices in active markets for
identical items (unadjusted);

o Level 2:  Observable direct or indirect inputs other
than Level 1 inputs;

o Level 3:  Unobservable inputs (i.e. not derived from
market data).

The classification of an item into the above levels is based
on the lowest level of the inputs used that has a significant
effect on the fair value measurement of the item. Transfers
of items between levels are recognised in the period they
occur.
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Notes to the Consolidated Financial Statements
4o A

sre MR

For the year ended 31 December 2017 HZ-Z—+F+-A=+—HI&E

5.

CRITICAL ACCOUNTING
JUDGMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

(continued)

Impairment of property, plant and
equipment

Property, plant and equipment are carried at cost
less accumulated depreciation, where appropriate,
and impairment losses. These carrying amounts are
reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amounts may not
be recoverable. An impairment loss is recognised for the
amount by which the non-current asset’s carrying amount
exceeds its recoverable amount. The recoverable amount
is the higher of an asset’s fair value less costs of disposal
and value-in-use. In estimating the recoverable amounts
of the non-current assets, various assumptions, including
future cash flows to be associated with the non-current
assets and discount rates, are made. If future events do
not correspond to such assumptions, the recoverable
amounts will need to be revised, and this may have an
impact on the Group’s results of operations or financial
position.

Impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the value-in-use of the cash-generating units
to which goodwill has been allocated. The value-in-use
calculation requires the directors to estimate the future
cash flows expected to arise from the cash-generating
unit and a suitable discount rate in order to calculate the
present value.
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Notes to the Consolidated Financial Statements

sre MR R

For the year ended 31 December 2017 #Z-Z—+&+-A=1+—HI&E

CRITICAL ACCOUNTING
JUDGMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

(continued)

Provisions in respect of recoverability of
trade and other receivables

The Group’s management determines the allowance for
irrecoverable debts on a regular basis. The estimate is
based on the credit history of the debtor’s past default
experience and the current market condition. When the
Group’s management determines that there are indicators
of significant financial difficulties of the debtors such as
default or delinquency in payments, allowance for debts
are estimated. The Group’s management reassesses the
estimates at the reporting dates.

When the Group’s management determines the debts are
uncollectible, they are written off against the allowance
account for the debts.

Estimated impairment of film product

At the end of the reporting period, the management of
the Group assesses the impairment on fim product with
reference to its recoverable amount. The assessment was
made on a film-by-film basis. The recoverable amount of
the film product was determined based on the higher of
Fair Value less costs of disposal and value-in-use.

If the recoverable amount is lower than the carrying
amount, the carrying amount of the film product will be
written down to its recoverable amount. The Group’s
estimation of impairment provision of film product reflects
the management’s best estimate of future cash flows
expected to be generated from film product.

Based on the management assessment’s on the
recoverability of film product, the directors of the Company
determined that no impairment provision for the film
product was made during the year ended 31 December
2017.
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Notes to the Consolidated Financial Statements
4o A

sre MR

For the year ended 31 December 2017 HZ-Z—+F+-A=+—HI&E

5.

CRITICAL ACCOUNTING
JUDGMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

(continued)

Accounting for film product

The costs of fim product, are amortised by straight-line
method to allocate the cost of film over their estimated
useful lives.

The Group is required to estimate the length of year that
such film product will bring the economic benefits into the
Group in order to ascertain the useful lives as well as the
amount of amortisation charges for each reporting period.
The appropriateness of the amortisation estimate requires
the use of judgment and estimates with reference to the
prevailing and future market conditions and the expected
audience favour of the film product. Changes in these
estimates and assumptions could have a material effect on
the amortisation expenses.

Contingent consideration of acquisition of
subsidiaries

The business acquisition of the Group during the year has
involved post-acquisition performance-based contingent
considerations. The Group follows the requirement of
HKFRS 3 to recognise the fair value of those contingent
considerations for acquisition, as of the respective
acquisition date as part of the consideration transferred
in exchange for the acquired subsidiary. These fair value
measurements require, among other things, significant
estimation of post-acquisition performance of the acquired
subsidiary and significant judgement on time value of
money. Contingent consideration shall be remeasured at
their fair value resulting from events or factors emerging
after the acquisition date, with any resulting gain or
loss recognised in the consolidated statements of
comprehensive income in accordance with HKFRS 3.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2017 #Z-Z—+&+-A=1+—HI&E

CRITICAL ACCOUNTING
JUDGMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

(continued)

Contingent consideration of acquisition of
subsidiaries (continued)

As stated in note 27, there was a contingent consideration
payable of HK$1,563,000 as at 31 December 2017.
The contingent consideration is measured at fair value
taking into account the management’s estimate on post-
acquisition financial profitability of specified projects.
Agreed payment is a contingent consideration that will
be realised if the acquired businesses and the existing
projects achieve their respective profit target, calculated
on certain predetermined basis, during the designated
period of time. Consequently, the actual consideration
payable may vary according to the future performance of
the acquired subsidiaries and the aforementioned specified
projects, and the liabilities provided reflect estimates of
such future performances. The Group recognises the fair
value of those contingent consideration for acquisitions,
as of their respective acquisition dates, as part of the
consideration transferred in exchange for the acquired
business. The fair value measurement requires, among
other things, significant estimation of post-acquisition
performance of the acquired businesses and significant
judgement on time value of money.

Going concern

As disclosed in note 3, the directors have prepared the
consolidated financial statements on a going concern
basis as they are of opinion that the Group has adequate
sources of liquidity to fund the Group’s working capital and
to meet its debt obligations as they become due based
on the cash flow forecast prepared by the directors. Any
adverse result on the actual future cash flow would affect
the Group’s ability to continue as a going concern.
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rE IR ERRMIEE

For the year ended 31 December 2017 HEZ-E—+ &+ -A=+—HItFE

6. SEGMENTAL INFORMATION 6. SEEE

The Group determines its operating segments based on AEBEBREIELERRE ([FELERKE])
the reports reviewed by the chief operating decision-maker FEMuBAER AR BEETHLEE D
(“CODM”) that are used to make strategic decisions. 7B o

The Group has three reportable segments. The segments AEEEE=FEURED B -BARFTHEEBR
are managed separately as each business offers different HIAREREREAEETRMEFRE )
products and services and requires different business ZESBOIFABE - U TAAEETITRES
strategies. The following summary describes the BEB2ME:

operations in each of the Group’s reportable segments:

e Media and culture business— Investment, production o FEEENIEBK-TE BUHERBITEY
and distribution of entertainment content such as NEBRBIEREANT -

films and drama series.

e Entertainment and gaming business — receiving o  IREBRERERIRLGIRE LI IE
commission and services income from casino BRR% 2 Me RRBKRA &

entertainment and gaming promotion services; and

e Chemical products, and energy conservation and o [IEMUKEIREMRRER (LIE
environmental protection products — trading of mAREIERIRREME S -

chemical products, and energy conservation and
environmental protection products.
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For the year ended 31 December 2017 #EZ-E—+F+-A=+—HBI-FE

SEGMENTAL INFORMATION (continueq) 6. ‘FEREH ()

Segment revenue, results, assets and oM EK BEERES
liabilities
The following is an analysis of the Group’s revenue and UWTAREEZREEDHE D NS REED
results by operating segments: #r
For the year ended 31 December 2017 BE-_F—tH#+=-A=+—HLEE
Chemical
products,
and energy
conservation and
Media and Entertainment environmental
culture and gaming protection
business business products
segment segment segment Total
tIERUR
BERXIL REREY iR RIRIR
EB5E ES0 ERTE &%
HK$’000 HK$’000 HK$’000 HK$’000
TERT TET TET THER
(Note 1)
(BtaE1)
Revenue - External sales Wris - ShERSH & - 9,098 30,860 39,958
Segment loss NEEE (126,743) (17,906) (12,416) (157,065)

Unallocated income(expense) items:  RAEKA (FX)IER:
Central administration costs and FRITBKARESEH &
directors’ salaries *

(33,807)
Other revenue Hiplhzs 102
Loss on change in fair value of derivative  $TE4BEEBATEEE
financial liabiliies (note 26) B8 (P E26) (29,893)
Finance costs ** BE A (77,316)
Loss before income tax expense BREEHAZATER (297,979)
Segment Assets PHEE 192,052 46,999 12,027 251,078
Segment Liabilities Simaf 21,068 29,172 11,789 62,029
Note 1: The Group has commenced the new business segment Wikl AEEERTFARAMEERERXEHELS
of media and culture during the year which is mainly B 2R EBRARETRIEER-
involved in the business of film production in the United
States.
* The costs mainly represent directors’ remuneration, staff * RAEERARNAAGRPRITBBEMEECE
costs in Hong Kong, entertainment costs, legal and EPE REBZEINA BEE EZEEE
professional fees, rental expenses incurred by the Company ¥ERALKHESAL -

for central administrative function.

** Certain finance costs are allocated to operating segments. ** ETRERAPEELED -
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Notes to the Consolidated Financial Statements
4o A

sre MR

For the year ended 31 December 2017 HZ-Z—+F+-A=+—HI&E

6.

SEGMENTAL INFORMATION (continueq)

Segment revenue, results, assets and

liabilities (continued)

For the year ended 31 December 2016

DEEE )

TEHWNR ¥XE BEEREE (&)

BE_Z-R"ET-_A=T—HILFE

Chemical
products,
and energy
conservation and
Entertainment environmental
and gaming protection
business products
segment segment Total
TIEMUR
RER B ER & IR IR
EBoHH EmHE Bt
HK$'000 HK$'000 HK$'000
TAT FTAT TAT
Revenue - External sales WS- ShEpssE 193,143 2,419 195,562
Segment loss HEEE (41,337) (4,426) (45,763)
Unallocated income(expense) KAEKA (FX)IEE:
items:
Central administration costs and FRITBRAREZF &

directors’ salaries * (25,633)
Other revenue Ho iz 348
Gain on change in fair value of MEEMBEATE

derivative financial liabilities B8 Wz (Mskoe)

(note 26) 89,221
Finance costs (note 9) BERA (FT3E9) (68,736)
Loss before income tax expense BRETS A X B R (50,563)
Segment Assets THEE 296,874 12,753 309,627
Segment Liabilities B fE 32,564 4,909 37,473

The costs mainly represent directors’ remuneration, staff

costs in Hong Kong, entertainment costs, legal and

professional fees, rental expenses incurred by the Company

for central administrative function.

Starlight Culture Entertainment Group Limited
Annual Report 2017
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For the year ended 31 December 2017 #EZ-E—+F+-A=+—HBI-FE

SEGMENTAL INFORMATION (continueq) 6. ‘FEREH ()

Segment assets and liabilities PTHEERARE
The reconciliation between the segment assets and NHEERBERSZAREAEHR CHEERD
liabilities and the respective consolidated balances is as DK
follows:
2017 2016
= g —93 35 —F— 7N ¢
HK$’000 HK$’000
FET TFAT
Assets BE
Segment assets DEEE 251,078 309,627
Bank balances and cash ** RITHEBR RIS 66,189 59,430
Other unallocated assets B kDB EE 25,165 12,595
Consolidated assets FEEE 342,432 381,652
Liabilities afE
Segment liabilities SEBEE 62,029 37,473
Convertible bonds (note 26) AR &S (KI5E26) 256,562 257,585
Derivative financial liabilities (note 26) T4 & r & & (Mi:E26) 36,153 6,260
Borrowings B - 12,220
Promissory note (note 36) L EE (M3E36) 95,226 =
Contingent consideration payable JERT SR RAB
(note 27) (MFEE27) 1,563 -
Other unallocated liabilities ERkoREaE 1,344 3,609
Consolidated liabilities ra AR 452,877 317,147
** Certain bank balances and cash are allocated to operating * BETRITHEBREFASHIOEELE S -

segments
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NN RGET ek

For the year ended 31 December 2017 HZ_-F—

tET-AZT-ALEE

6. SEGMENTAL INFORMATION (continueq)

Other segment information
For the year ended 31 December 2017

6. PEEE )

H 7 #R &
BE—F—tF+t-A=+-ALEE

Chemical
products,

and energy
conservation and

Media and Entertainment environmental
culture and gaming protection
business business products
segment segment segment Unallocated Consolidated
tIERUR
BRRXL REREEY i RIR R
E3 L 3D Emi ROE &8
HK$000 HK$'000 HK$°000 HK$’000 HK$000
TET TEL TET FET TET
Amounts regularly provided to the  THIRHEE T FELLREE
CODM but not included in the BEGENHERL
measure of segment profit or loss A HEER LB R 2
or segment assets: I
Additions to non-current assets KB FERBNAE 68,517 - 4,904 177 73,598
Depreciation of property, NE BERRERE
plant and equipment - 255 714 330 1,299
Impairment loss on property, nE BERXERESE
plant and equipment 7 1,209 2,493 1,423 5,132
Impairment loss on avallable-for- Al ERAFERSE
sale investments - - - 3,000 3,000
Impairment loss on goodwill BENEEE 43,844 - = = 43,844
Reversal of impairment oss on 2 oENGERERERE
trade receivables - - (1,017) - (1,017)
Impairment loss on trade and ECYEN e
other receivables mEBE - 17,913 6,840 - 24,753
Loss on change in fair value of TELRABLATE
derivative financial liabilities 2HIEHR - - - 29,893 29,893
Finance costs BEHK 30 - 5 77,316 77,351

Starlight Culture Entertainment Group Limited
Annual Report 2017
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For the year ended 31 December 2017 #EZ-E—+F+-A=+—HBI-FE

SEGMENTAL INFORMATION (continueq) 6. ‘FEREH ()

Other segment information (continued) HihpHER (2)
For the year ended 31 December 2016 HE_Z—R"REF+HA=1+T—HIEFE
Chemical
products,
and energy
conservation
and
Entertainment environmental
and gaming protection
business products
segment segment Unallocated Consolidated
LIERNAR
REREY EigE RIRIR
(B8 EmnH KOB e
HK$'000 HK$'000 HK$'000 HK$'000
THET TET TET TET

Amounts regularly provided to ~ THIRETFEBLLRRE
the CODM but not included BEFEDPERR

in the measure of segment NPEERIL BT R

profit or loss or segment A

assets:
Additions to non-current assets R E IERBEE 14 449 5,775 6,238
Depreciation of property, plant ~ #1% BE KR E2 T E

and equipment 299 394 568 1,261
Impairment loss on property, mE BERIENEER

plant and equipment 1,740 = = 1,740
Impairment loss on trade and B 5 R E BB RERFE

other receivables 99,819 1,036 - 100,855
Gain on change in fair value of miémﬂ@ BERTE

derivative financial liabilties & EEpAl6 - - 89,221 89,221
Finance costs BERA - - 68,736 68,736
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For the year ended 31 December 2017 HZ-Z—+F+-A=+—HI&E

6.

SEGMENTAL INFORMATION (continueq) 6.

Information about major customers

Revenue from major customers of the corresponding years
contributing over 10% of total revenue of the Group are as
follows:

DEEE )

FREEREFZEHR

REEFEREEARE RS BTER10%ME
EEPH Y EHEIINT

2017 2016

—F—tF —E—RF

HK$’000 HK$’000

FHET T T

Customer A EFEA 14,792 =
Customer B ZFB 8,635 =
Customer C EFC 4,231 =
Customer D EFD 1,083 99,324
Customer E BFEE - 77,351
28,741 176,675

The revenue from Customers A, B and C for the year
ended 31 December 2017 is contributed from chemical
products, and energy conservation and environmental
protection products segment. Revenue from Customers
D and E for the year ended 31 December 2016 is
contributed from gaming and entertainment business
segment.

Save as disclosed above, none of the individual customers
contributing over 10% of total revenue for both years.

Starlight Culture Entertainment Group Limited
Annual Report 2017
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For the year ended 31 December 2017 #EZ-E—+F+-A=+—HBI-FE

SEGMENTAL INFORMATION (contiveqy 6. EBREF (%)
Geographical information i EE R

AREBZRETEMMNEM RFREEAKLH
FARAME (TREEE) ([FE]) REF
BERH-

The Group’s operations are mainly located in Australia,
the Kingdom of Cambodia and the People’s Republic of
China excluding Hong Kong (“PRC”) and United States of
America.

TREHRKREFEANIBREEEEZINBE
FlRamz o (TwEmREM) RIREEM
HEWES D ZBMEFRBEECESR -

The following table provides an analysis of revenue from
external customers derived from operations in countries
outside Hong Kong, irrespective of the origin of the
goods and information about its non-current assets by
geographical location of the assets.

Revenue from
external customers

REIMBEEZ KIS
2017 2016
—ET—+t5 —E—RF
HK$’000 HK$’000
FHET FAET
Australia SE M 7,272 181,927
Kingdom of Cambodia RIHET 1,826 11,216
PRC s 30,860 2,419
39,958 195,562

Non-current assets

ERHEE

2017 2016
—ET—+t5F —E—RF
HK$’000 HK$’'000
FHET FET
Hong Kong BA 1,106 1,748
Australia SEMN 8,713 10,100
Kingdom of Cambodia RIEETE - 76
PRC s 1,311 486
United States of America EHEAR 68,516 =
79,646 12,410

Wit: FRBDEETERAHEERE -

Note: Non-current assets exclude available-for-sale investments.
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For the year ended 31 December 2017 HZ-Z—+F+-A=+—HI&E

7.

REVENUE 7. Wiz
The Group is engaged in fim production and investment, AREBRSEEZRIERKE RENEL AR
entertainment and gaming as well as trading of chemical L TEmNAKRERE RRRERE S X - W
products, and energy conservation and environmental EFANRBEBEEHEELRE WA (RELER
protection products business. Revenue represents income A NEFOFHEER) BEZHEMREKRA
from gaming promotion arrangement, which is recognised (F RAR e B IR 2635 T X RIRTT B RIS ) K
upon share of the net gaming wins and losses, other HEZREFHE - FABTRERRETLRE
service income from patrons in relation to provision of N
ancillary casino betting and travel related services and the
net invoiced value of sales for the year. No income from
film production and investment was generated in the year.
2017 2016
—T—tF T —RF
HK$’000 HK$’000
FET FET
Sales of goods HEE R 30,860 2,419
Promotion commission HEMAE 2,827 185,829
Rendering of services RRER 6,271 7,314
39,958 195,562
OTHER REVENUE 8. HbUg A
2017 2016
—T—tF —E-REF
HK$’000 HK$’000
FHET FHT
Interest income A B U A 341 317
Dividend income P& B A 330 343
Other income EHAbg A 75 533
746 1,193
FINANCE COSTS 9. BMEMAE
2017 2016
—T—tF —E-RE
HK$’000 HK$’000
FHET T T
Effective interests on borrowings ARAFRNEBHEE L
wholly repayable within five years: BEZERFE:
Convertible bonds (note 26) gk ES (KM5E26) 76,915 68,191
Promissory Notes (note 36) FHEE (M3E36) 283 =
Borrowings B 153 545
77,351 68,736

Starlight Culture Entertainment Group Limited
Annual Report 2017



Notes to the Consolidated Financial Statements

10. LOSS BEFORE INCOME TAX

/\‘/T\

For the year ended 31 December 2017 HZ-F—

B M BHRRN

tET A=t ALEE

10. BRFT R BB A48

EXPENSE
2017 2016
—FT—tF —E—RF
HK$’000 HK$’000
FHET T T
Loss before income tax expense for FARATSHHEZAIEBEIIL
the year is arrived at after charging/ R (BT RIBRE
(crediting): B
Directors’ remuneration (note 12) BEEHH (FFsE12) 9,534 8,961
Other employee costs Ha8 TR
— Salaries and other benefits —HeMEMEH 13,225 19,860
- Retirement benefits scheme —IRRREFIEHEIBE 5k
contribution 464 465
13,689 20,325
Total employee costs 8 T A 23,223 29,286
Auditor’s remuneration 1% BRI B & 681 580
Depreciation of property, M- BERBENTE
plant and equipment 1,299 1,261
Cost of sales 85 & KA 29,990 2,267
Operating expense (note) B (MFE) 78,304 3,938
Impairment loss on goodwill R EEE 43,844 =
Impairment loss on available-for-sale A it H & 3% & E &2
investments 3,000 -
Impairment loss on property, M BRERZEREEE
plant and equipment 5,132 1,740
Impairment loss on trade and other 2 5 Rk EH b FEUGRIE R B B 18
receivables 24,753 100,855
Reversal of impairment loss on trade & 5 & E b e W F BRI E
and other receivables =ik (1,017) -
Note: During the year ended 31 December 2017, included in Miz: REZ-_FE—tF+-_A=+—HILFE"
operating expenses of approximately HK$78,018,000 LR 4/578,018,0008 7L (=T —XF :

(2016: Nil) was film agency fee paid to Etech International,

Inc, which in the opinion of directors of the Company is

an independent third party, in relation to the referral and

successful arrangement of 6 film directors to sign movie

pictures production and development agreements with the

Group.

) TIFEIN LR L H6 R ER BIRER
SEFEFTEFRERRBE RN FEtech

International, Inc ( A"

AEZERREBET S

=HMEZHRREER-

EXXCREEEFRRAA
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Notes to the Consolidated Financial Statements

NN RGET ek

For the year ended 31 December 2017 HEZ-E—+ &+ -A=+—HItFE

1. BB X

The amount of taxation in the consolidated statement of FErTHWRK ZMIBLEEE:
comprehensive income represents:

1. INCOME TAX EXPENSE

2017 2016
—FT—tF —E—RF
HK$’000 HK$’000
FHET FiE T
Current tax for the year FRNENEATIE

— Australian income tax —BIMFTIS R - 310

— Kingdom of Cambodia tax on —RIFETEFEH
profits - 21
Income tax expense FriS i & - 331

R EFE BN FT S B LA S 5 7 RR B8 Fi%
0% ZFE(ZZT—RNF :130% ) BB

Australian income tax has been provided at the rate of
30% (2016: 30%) on the estimated assessable profits for
both years.

RIFRBETOERNERES AFERLF

Under the Cambodian law on Taxation and Prakas of Tax

on Profit, the standard tax rate on profit in Kingdom of
Cambodia is 20% (2016: 20%) for the both years.

For the years ended 31 December 2017 and 2016, no
provision for Hong Kong Profits Tax has been made as
the Group has no assessable income derived from Hong
Kong.

Under the Law of the PRC on Enterprise Income Tax (the
“EIT Law”) and Implementation Regulation of the EIT Law,
tax rate of the PRC subsidiaries is 25% for both years.

Under the Law of the United States Enterprise Income
tax, the tax rate of 39.8% (2016: nil) on the estimated
assessable profit is applied on the USA subsidiaries.

Starlight Culture Entertainment Group Limited
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Notes to the Consolidated Financial Statements

sre MR R

For the year ended 31 December 2017 #Z-Z—+&+-A=1+—HI&E

1. INCOME TAX EXPENSE (continued)

The income tax expense for the year can be reconciled to
the loss before taxation per the consolidated statement of
comprehensive income as follows:

. FIRBEX »)

REEZFSHFH T HEER
B ATEIBEBRT -

EEBERMAIIZ

2017 2016

—EF—tE —E—RF

HK$’000 HK$’000

FHET FHE T

Loss before income tax expense: MATBHAZRIEER: (297,979) (50,563)
Tax calculated at domestic tax rates BRI R16.5%+ & 2 18

of 16.5% (2016: 16.5%) —T—NF 16.5%) (49,166) (8,344)

Effect of different tax rate of subsidiary £ Eff B ERER KL 7
operating in other jurisdiction MEBARMEIR zEE (12,565) (1,808)

Effect of tax loss not recognised RERRBEEEZZE 61,764 10,569
Tax effect of temporary differences not KERERMUHEER Z Bxa
recognised (33) (86)
Income tax expense FriS®if = - 331
A deferred tax asset has not been recognised for the WARSEATIEE BRIRELERIBEE :
following:
2017 2016
—ZE—tF —E-RF
HK$°000 HK$’000
FHET T T
Unused tax losses RERFIBEEE 70,006 68,631

No deferred tax asset has been recognised in respect of
the unused tax losses due to the unpredictability of future
profit streams.

At 31 December 2017, the Group’s unused tax losses
of HK$68,364,000 (2016: HK$67,907,000) are available
indefinitely for offsetting against any future taxable profits of
the subsidiary in which the losses arose. Under the current
tax legislation of the PRC, tax loss of HK$1,642,000 (2016:
HK$724,000) can be carried forward for five years since
the year the loss is incurred. This unrecognised tax loss is
loss of approximately HK$1,642,000 (2016: HK$724,000)
that will expire at various dates up to and including 2022
(2016: up to and including 2021).

EF$Xmﬂm ATER - AW R ARE A
HiIEE 1A EEFIIRE E o

RZB—+E+_A=+—HB KXEHEKF
FB B 78 8548 568,364,000/ 7T ( ZF — /N F
67,907,000/8 7)) - A ER BRI E L E B
B B B8 2 &) Y A {A] AR 2K FE BR A v ) o AR R R B
WITHE 1,642,000 TR EEE (=
—7NEF 1 724,00080) A BB BIEEE T
EREE AT - RERMIEBEL A1,642,000
BT (T T —NF 724,000 7T) BREE
ZEIF (RREEF) (ZE—XRF #HEZ
EZ-—F (RREF) ) NZEATRBHER-
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For the year ended 31 December 2017 HZ-Z—+F+-A=+—HI&E

12. DIRECTORS’ AND KEY
MANAGEMENT’S REMUNERATION
AND HIGHEST PAID EMPLOYEES

The emoluments paid or payable to each of the seventeen
(2016: nine) directors were as follow:

(@) Directors’ and key management’s
remuneration

For the year ended 31 December 2017

12.

%m

=
&

o &

FETHEHWNIRR

it

ENRERNTHH (ZE—RF: L) ES
EEMMMEIT

(a)

EERER

EEEHMN

BE-_TS—tE+=-A=+—HIEE

Other emoluments

Hipii &
Salaries Retirement
and other benefits scheme
Fee benefits contributions Total
ek BIREF
Name of directors EENA e Hip g5 PR &%
HK$’000 HK$’000 HK$’000 HK$’000
TET TET TET TET
Executive directors: WITES:
Mr. Yan Xu (i) BIRLA() 767 - - 767
Mr. Chen Hong () BRAT 2T () 767 - - 767
Mr. Luo Lei (i) BE L) 1,055 - - 1,055
Mr. Li Haitian (i) TR 351 - - 351
Mr. Chau Chit Ekips - 3,250 18 3,268
Mr. Hung Ching Fung MBI 960 - - 960
Dr. Lam Yin Lok (i) IR S5 = (i) 500 - - 500
Mr. Ng Kuen Hon (i) REEET (W) 200 10 - 210
Mr. Tsui Kin Ming (v) BRERTEVY 700 - 8 708
5,300 3,260 26 8,586
Non-executive director: FHTES:
Mr. Wang Shoulei (vi) TF&EEEV) 84 - - 84
Independent non-executive BUFHTES:
directors:
Mr. Ngai Ming Tak (i) BEEELA) 14 - - 141
Mr. Wong Wai Kwan (i T EE KA 14 - - 141
Mr. Kong Chi Mo (i) PR ) 141 - - 14
Mr. Hong Tao (il HEE S A (i) 141 - - 141
Mr. Daniel Domingos Anténio (i)~ Daniel Domingos
Antoniodt  (ii) 100 100
Mr. Chow Wing Tung (i) ERS: Sias i) 100 100
Mr. Kwok Chi Chung (i) 2D 5 K i) 100 - - 100
864 - - 864
Total directors’ emoluments R E 6,248 3,260 26 9,534

1 61 Starlight Culture Entertainment Group Limited
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e M HRRN

—tFT-A=t-BHLFE

12. EERFTEEREFWNLUERS

12. DIRECTORS’ AND KEY

For the year ended 31 December 2017 #ZE=

MANAGEMENT’S REMUNERATION FEE @

AND HIGHEST PAID EMPLOYEES

(continued)

(a) Directors’ and key management’s () EBERTEEEETM o)
remuneration (continuead)
For the year ended 31 December 2016 HE_Z—R"F+ZA=1+—HLEFE

Other emoluments

Hifie
Salaries Retirement
and other  benefits scheme
Fee benefits contribut\igns Total
\ e BiEF
Name of directors BEHL we HEbiE BEIESA =
HK$'000 HK$’O(p HK$’00_0 HK$’00_0
AT FET FAET FAET
Executive directors: WITES:
Mr. Chau Chit 5 - 3,000 18 3,018
Mr. Hung Ching Fung ] 960 S = 960
Dr. Lam Yin Lok (i) R S 1 i) 1,200 - - 1,200
Mr. Wong Kwok Leung, EEH [
Kennis (iv) 169 - - 169
Mr. Ng Kuen Hon (iv) R 1,200 60 - 1,260
Mr. Tsui Kin Ming (v) REALEWN 1,617 - 17 1,634
5,146 3,060 35 8,241
Independent non-executive BUEHTES:
directors:
Mr. Daniel Domingos Antonio (i) Daniel Domingos
AnténioZ 4 (i) 240 - - 240
Mr. Chow Wing Tung (iii) ] 240 - - 240
Mr. Kwok Chi Chung (i) 240 - - 240
720 - - 720
Total directors’ emoluments EZHcEE 5,866 3,060 35 8,961
Other emoluments
Hinble
Salaries Retirement
and other  benefits scheme
Fee benefits contribu;@ns Total
‘ Fe R BIAET) |
Name of key management ik HitigFl e CH
HK$'000 HK$'000 HK$'000 HK$'000
AT FAET FAT FHET
Mr. Tsui Kin Ming (v) REBEEWY - 63 1 64
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For the year ended 31 December 2017 HZ-Z—+F+-A=+—HI&E

12. DIRECTORS’ AND KEY 12 EERFTEEEEFMNURES
MANAGEMENT’S REMUNERATION RS &)
AND HIGHEST PAID EMPLOYEES
(continued)
(a) Directors’ and key management’s () EBERTEEEEHFMHN o)
remuneration (continuead)
()  Appointed on 11 May 2017. i) R-Z—+FRA+—BEXZT-
(i)  Appointed on 31 May 2017. i) RZTE—+tFRA=+—HEZ
Eo
(i) Resigned on 31 May 2017. iy R —+FHA=1+—HBET-
(v) Resigned on 28 February 2017. vy RZZE—+F A=+ N\HEE-
(v)  The executive director, Tsui Kin Ming, was V) BEBETER-ZT—XRNF—A+H
appointed on 15 January 2016. Mr. Tsui BEZTAHNNTEE HE_Z
received a total emoluments of approximately —~"NFEF+ZA=T—HLEFE &
HK$1,698,000 for the year ended 31 5 4 B W ER B & 42 58 491,698,000
December 2016. The amount included BIL - ZeHRERFEEZEARINT
remuneration of approximately HK$64,000 FEE HAE WM £ 464,000
received before the date of appointment as B -BRAEAER_ZE—+tFHA
Executive Director. Mr. Tsui has resigned on 31 =+ —H#fE-
May 2017.
(vi)  Appointed on 25 August 2017, vy RZFE—+tFNAZ+HBEEZ
fEo
No emoluments have been paid by the Group to the REZMEFE AEERELTESHE
directors as an inducement to join or upon joining the EABBEMAKRMAREER 2 86
Group or as compensation for loss of office and no SEBHE BEEEENETAME -

directors have waived any emoluments in both years.

Starlight Culture Entertainment Group Limited
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For the year ended 31 December 2017 B#E-Z—+F+-A=+—-HILEE

12. DIRECTORS’ AND KEY
MANAGEMENT’S REMUNERATION
AND HIGHEST PAID EMPLOYEES

(continued)

(b) Five highest paid individuals

Of the five individuals with the highest emoluments
in the Group, four were directors (2016: Four) of the
Company whose emoluments are included in the

b) EfuEEHFAL

12.EERFIECHEFHURRS
FEE @

AEBRUKEHFALH OER/EARQF
B (T R"F:0H%R)  HFMEN L
NEFER - BT —R(ZF—R"F:—

directors above. The emolument of the remaining BINLTZFHMMT:
one (2016: One) individual was as follows:
2017 2016
—E—tF ZE—RF
HK$’000 HK$’000
FHET T T
Salaries and other benefits Fe REMBER 762 1,294
Retirement benefits BRIRER 18 =
780 1,294
Their emoluments were within the following bands: BEZHMN T THEE:
2017 2016
—FT—tF AN
No. of No. of
individuals individuals
A A
Nil to HK$1,000,000 £ 21,000,000/ 7T 1 -
HK$1,000,000 to HK$1,500,000 1,000,000/ 7T &=
1,500,0007% 7T - 1
HK$1,500,000 to HK$2,000,000 1,500,000/ T &
2,000,000/ 7T = =
1 1

EXXCREEEFRRAA
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Notes to the Consolidated Financial Statements

NN RGET ek

For the year ended 31 December 2017 HZ_-F—

13.

Starlight Culture Entertainment Group Limited

tET-AZT-ALEE

LOSS PER SHARE 13. BIZE51E
The calculation of the basic and diluted loss per share NABEE ABEERERNREEBERE
attributable to the owners of the Company is based on the LATNSIREE
following data:
2017 2016
—E—tx —E—RHF
HK$’000 HK$’'000
FHET T T
Loss B8
Loss for the purpose of basic loss per R EFRANEE 2 B8
share (294,439) (89,766)
Effects of dilutive potential ordinary TBARB T ENE
shares:
Gain on change in fair value T#Hﬂz%mil LEB 5z
of derivatives component of NEEEE 2 W
convertible bonds (note 26) (MI3E26) - (89,221)
Interest on convertible bonds TR ESHRE (HiE26)
(note 26) - 68,191
Loss for the purpose of diluted loss FRBEEIEZEIE
per share (294,439) (60,796)
2017 2016
—T—tF —E—KRF
’000 000
T B% T A%
Number of shares & E
Weighted average number of ordinary A b_/\\n-l— I GREREENTR
shares for the purpose of basic loss i 04 T 15 £k
per share 599,077 493,565
Effect of dilutive potential ordinary TS T EEE U
shares:
— Convertible bonds — AR EH - 222,000
Weighted average number of ordinary R s+ E &I 5 B 1B
shares for the purpose of diluted gk R ak
loss per share 599,077 715,565

Annual Report 2017
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14.

Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 HZ-F—

LOSS PER SHARE (continued)

For the year ended 31 December 2017, diluted loss per
share is equal to the basic loss per share as there was
no diluted potential ordinary shares in issue during the
year ended 31 December 2017. The computation of
diluted loss per share did not assume the conversion of
the Company’s outstanding convertible bonds since their
exercise would result in decrease in loss per share for the
year then ended.

DIVIDENDS

No dividend has been paid or declared during each of the
years ended 31 December 2017 and 2016. The Directors
do not recommend the payment of a final dividend for
2017 (2016: nil).

13.

14.

B M BHRRN

tET A=t ALEE

mm

BIkEE &)

BE_Z-—tF+_A=+t—BLFE 8K
%ﬁ%ﬁﬁ#h%$%ﬁﬁv»%ﬂmmﬁi
Tt F+ A=t BLFEYESHET
MEEEEE T AR -HEERESTERYLE
BREARRZ WAL B BEEFREL R R
ARZEARBRESFNTERSSEREREZA
LHFEzBREBERRD -

Hx I[N

BE_T—tFR-_FT-—RFET-_A=1+—
BUEFESFAYERNKEREMRE &
FXTEBREN —T—EF2RARE (=T
—NEE) o

EXXCREEEFRRAA
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Notes to the Consolidated Financial Statements

4= A

VN

BRI ot

For the year ended 31 December 2017 HZ_-F—

15. PROPERTY, PLANT AND

tET-AZT-ALEE

15. Y% - W ERRE

EQUIPMENT
Furniture and Office Land and Motor Leasehold
fixtures equipment building vehicles improvements Total
HHRERE  BAZRE  IHRETF RE  HEMEEE &it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET TET TET
Cost M
At 1 January 2016 W-Z-~F¥—A-H 108 2,401 11,960 1,158 228 15,855
Additions AE = 963 S - - 963
Impairment loss (note) WEES () - = (1,740) = = (1,740)
Exchange realignment i EREE - (87 - (76) - (113)
At 31 December 2016 RIZ-R"E+ZA=1+—-8 108 3,327 10,220 1,082 208 14,965
Additions AE 168 223 S 1,623 2,797 4811
Acquisition of subsidiaries KERBAR 15 35 - 217 - 327
Impairment loss (note) MEEE (M) ) 2,141) (1,019) - (1,969) (5,132)
Exchange realignment EHAE - 47 - 150 86 283
At 31 December 2017 RZZ—t$+=A=1+—H 282 1,491 9,201 3,132 1,148 15,254
Accumulated depreciation RitiE
At 1 January 2016 RZE-~F—-A—-AH 58 264 70 745 228 1,365
Charge for the year FRE 27 684 209 341 = 1,261
Exchange realignment EHAE - ®) - (63) = 71)
At 31 December 2016 RZZ-~E+ZA=1—8 85 940 279 1,023 228 2,555
Charge for the year FAZH 26 423 209 429 212 1,299
Exchange realignment EHAE - 33 - 9% 85 213
At 31 December 2017 RZZ—+%+=A=1+—H 111 1,396 488 1,547 525 4,067
Net book value IREFE
At 31 December 2017 RZE—tF+ZA=+-H 17 95 8,713 1,685 623 11,187
At 31 December 2016 RZF-~F+-f=1-H 23 2,387 9,941 59 - 12,410

Starlight Culture Entertainment Group Limited
Annual Report 2017



Notes to the Consolidated Financial Statements

B M BHRRN

15. V¥ -BERRE 2

/\\/T\
For the year ended 31 December 2017 HZ-F—

15. PROPERTY, PLANT AND

EQUIPMENT (continued)
Bt :

Note: During the year ended 31 December 2017, the Group T+t F+ZA=+—BLFE K&

has incurred segment loss in entertainment and
gaming business segment, chemical products, and
energy conservation and environmental protection
product segments and media and culture business
segment, impairment loss of approximately HK$9,000,
HK$2,141,000, HK$1,019,000 and HK$1,963,000 were
recognised in profit or loss to write down the carrying
amount of furniture and fixtures, office equipment, land and
building and leasehold improvements to its recoverable
amount of HK$171,000, HK$95,000, HK$8,713,000 and
HK$623,000 respectively.

The recoverable amount of land and buildings, motor
vehicles and office equipment were determined based on
the fair value less costs of disposal, estimated by reference
to recent market transactions in similar assets adjusted
for differences in condition. The fair value less costs of
disposal of the land and building, motor vehicles and office
equipment are classified as a level 3 measurement.

During the year ended 31 December 2017, impairment
loss of approximately HK$1,963,000 represented the write-
down of certain leasehold improvements as the Group had
refurnishment of the office.

For the year ended 31 December 2016, an impairment
loss of HK$1,740,000 was recognised to write the carrying
amount of the building to its recoverable amount of
HK$9,941,000.

@ﬁ;e KSR RB S E L TE A REAE &
RRE D 8P A RE R R R 5 2Rk
/ﬁ%ﬂ}éﬁa’ﬁé%amaﬁﬁw%ﬁ%%z%aooo&m
2,141,000 7T * 1,019,000 7T K 1,963,000
TZREBESEMREE RAZTERE Lig
RigF HEMEXKERTERREETKEE
5 Rl #3171,0007 7T - 95,0007 7T - 8,713,000
7T 623,000 7T °

THEBT RERRAERENTREESHE
DRBEAFERBERA (E2ZHUEED
MHMER S (ERMRAEZREHFER) FLHS
HED) MEE - L RET TERRAERE
M AFEBREERFTE DB RFEIRNE-

REBEE-Z—tFT-_A=t—HLFE &
TEJ%?E i’ﬂ 963,000 TREARNEEEERNZE
ETHEREHR -

gj@:n:f—; NE+ZA=+—HIEFEE B®
1,740,000/ 7T 2 BB B 1B A48 F AR E MUK
Eﬁ—MﬁZ@ > 589,941,000 7T °

EXXCREEEFRRAA
R LR
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Notes to the Consolidated Financial Statements

NN RGET ek

For the year ended 31 December 2017 HZ-Z—+F+-A=+—HI&E

16. CLUB DEBENTURE

16. EFtE S

2017 2016

—T—tF —T—RF

HK$’000 HK$’000

FHET T T

Club Debenture as at 31 December Rt A=+—BzemMEsH 320 =

At the end of the reporting period, the club debenture is
stated at cost less accumulated impairment losses.

As at 31 December 2017, the Directors considered that
there was no impairment of the club debenture since the
market price less costs to sell was higher than its carrying
value.

17. AVAILABLE-FOR-SALE

REBEIR - GATESFIIIRAAR R REE
1Bk -

R-ZFE-—EF+-A=1t—B ARTHER

ﬁﬁ%&ﬁmﬁﬁﬁﬂﬁﬁﬁ At ESRREME
75 3 & R RL(E -

17. o[ Eiw &

INVESTMENTS
Amounts comprised: THEBRE
2017 2016
—E—tF —E—RF
HK$’000 HK$’000
T FHET
Equity securities listed in Hong Kong, E’\E/%J: M2 EmESH
at fair value (note) NEE (MFE) 9,313 9,205

Note: The fair value is based on the quoted prices of the
respective securities in active markets.

Starlight Culture Entertainment Group Limited
Annual Report 2017

fia: ATFEDREBSEESFNERTSZHESE

B



Notes to the Consolidated Financial Statements

18. GOODWILL

sre MR R

For the year ended 31 December 2017 #Z-Z—+&+-A=1+—HI&E

The amount of goodwill capitalised as an asset recognised
in the consolidated statement of financial position, arising
from business combinations, is as follows:

18. &

AEBAFELENRGEPBRARNKRERNE
AMEREENBESBUT:

2017
—E—tHF
HK$’000
FHET
Cost 5%
Acquired through business FHBEBE O (MFE35)
combination (note 35) 98,671
At 31 December R+=—A=+—AH 98,671
Impairment RBiE
Impairment loss recognised for FRNERBAEEE
the year 43,844
At 31 December WN+-—A=+—8H 43,844
Net carrying amount AREFE
At 31 December W+=—A=+—H 54,827
As at 31 December 2017, goodwill represented the RZE—+tF+ZA=+—H HE2AHKE

amount attributable to the acquisition of Starlight Legend
and its subsidiaries (collectively referred to as “Starlight
Legend Group”), details of which are set out in note 35.
The goodwill acquired through business combination
had been allocated to cash-generating units (the “Media
CGUs"), which is related to the media and culture
reportable segment for impairment testing.

Starlight Legend X Z K@ A &) ( £i#F [ Starlight
LegendSE ) EAMNE R BRATBEHNIE
3B FBREBEHNEEEE - EEZHEEK
X{thiﬁ“*B*ﬁ_?ﬁH’ﬁﬁiFiﬁﬁ (M5 %
WEELEM]) AETRERR -

EXXCREEEFRRAA
R LR
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18. GOODWILL (continued)

During the year ended 31 December 2017, the
management of the Group determined that an impairment
loss of HK$43,844,000 should be recognised in relation
to goodwill in the Media CGUs (2016: nil). The recoverable
amounts of the Media CGUs have been determined
based on a value-in-use calculation. The value in use is
determined by discounting the future cash flows to be
generated from the film production and investment projects
over the next five years, using a pre-tax discount rate
of 21% (2016: nil) per annum. No projection has been
extrapolated for any subsequent years beyond this 5-years
cash flow forecast. The key assumptions for the value-in-
use calculation were those regarding the discount rate and
budgeted gross margin and revenue. The Group estimated
discount rate using the rate that reflected current market
assessments of the time value of money and the risks
specific to the film production business. Budgeted gross
margin and revenue were based on market data and
expectations associated with the film production industry.

After year ended date, there is new Promissory Note
arrangement, details refer to note 43 and "Event After
The Reporting Period" section under Management
Discussion and Analysis.

19. TRADE AND OTHER RECEIVABLES

Notes to the Consolidated Financial Statements
4o A

1 Ay | /\ﬁﬂv’%i&% MTJ‘%\I

For the year ended 31 December 2017 HEZ-E—+ &+ -A=+—HItFE

18. BE& (#)

HE-_T—+H&E+-_A=+—HILFEE K&
EEEEET BRREEREeELSUNEE
MR R B E1843,844,00008 7T (T — N
T) - BERSEEEMN UL £ BB E
FREETEMEE ERBEFRETF21%
ZE—ARF E)NBRBEAITERBRAREF
BEEFEERREBEEANARRETE
WEMEE - AEBETERLAFRERENRE
Az ETAFEDELTEER EREAETHE
MESBITERIMERRBEEMNE KRGS
BIRRER - AL EE AR E I T 5 &R
BEEIEZEEEBNETERBROTEHF X
TR R - BEEF R RS IIRIEERER
BUETERBEOMSERE RIEHETE -

REEBR FTAEFARLEBRRE HBEH2
BIPY 43 E R E Rl wm R AT [|EMRE
B —ffe

19. ES5 RH B RIE

2017 2016
—ET—tF —E—RF
HK$’000 HK$’000
FHET T T
Trade receivables from trading B HEK B S EWFIE
business (notes (i), (iv)) (PR =E () R (iv) ) 6,214 5,197
Advances to patrons (notes (i), (v)) M52 (& (v)) 31,189 162,835
Amounts due from casinos JE WU IR B 35 SR IR
(notes (iii), (vi)) (B 72 (i) K. (vi) ) 3,329 30,753
Film project prepayment (note (vii)) B2 18 B T 5RIE (B (vii) )
— Prepayment to film directors BN TEFEEBENFIEA 91,542 =
— Prepayment to film/television —-BE BHREIRTE
series production TEfF A 13,305 =
Other receivables H b fE U FRIB
— Loan receivable —ERER = 20,330
- Prepayments — T FRIB 675 812
— Trade and other deposits paid — B KEMEMNEZS 7,202 7,110
153,456 227,037

Starlight Culture Entertainment Group Limited
Annual Report 2017



Notes to the Consolidated Financial Statements

For the year ended 31 December 2017 HZ-F—

19. TRADE AND OTHER RECEIVABLES

(continued)

The Group generally allows credit periods of 30 to 180
days (2016: 30 to 180 days) to its trade customers from
trading business and credit period of 90 days (2016:
90 days) to its patrons from entertainment and gaming
business. The Group generally does not charge interest
for credit granted. The Group did not hold any collateral
from the trade debtors in trading business but may require
personal cheque or other acceptable forms of security
from patrons. The Group has a rental deposit paid to a
director’'s company of approximately HK$358,000 during
the year.

()  Trade debtors from trading business with the
following ageing analysis, based on invoice dates, as
of the end of reporting period:

B M BHRRN

tET A=t ALEE

19. BES R HMEBWRIE &)

/\‘/T\

REB—RETHEZFEB Z2E HEF30E
180H (::f/—\i-soimoEl)ZﬁEfﬁﬁjf
RPHBRERBUEBZEFOA (ZE—

FOR)ZEEH -AEEBETE E‘JEEI\WT
BNEERDAE -NEELEREE HER
ZESRURERFAEMERR B BKE
EPMBEAXZEREMARIEAZ KR F
A AEER-RZEENARXNEERESH
358,000/ T °

() BEREHR BIEBZEIRKERR

REZHH2IZREDTET

2017 2016
—T—tF —E—REF
HK$’000 HK$'000
FHT THT
0 to 30 days 0£30H 2,642 349
31 to 90 days 31290H - 15
91 to 180 days 912180H 68 -
181 to 365 days 181£365H 7,669 2,343
Over 1 year tBiR1E 2,675 3,526
13,054 6,233

Impairment loss on trade and B 5 KA b W IB R B S 18
other receivables (6,840) (1,036)
6,214 5,197

EXXCREEEFRRAA
R LR
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Notes to the Consolidated Financial Statements

NN RGET ek

For the year ended 31 December 2017 BZ=%—

tETZA=T-RIEER

19. TRADE AND OTHER RECEIVABLES

(continued)

(i) Advances to patrons with the following ageing
analysis, based on the date of credit granted, as of

the end of reporting period:

19.

BESRHEMEWRIE &)

(i) BEREHR AEFBREREHEERAR

HETT 2RI AT A0 T

2017 2016

—T—tF AN

HK$’000 HK$'000

FTHET T

0 to 30 days 0£30H - 4,714

31 to 180 days 312180H - 65,342

181 to 365 days 181%365H 7,342 139,857

Over 1 year BiBE1F 160,987 67,653

168,329 277,566

Allowance for doubtful debt RIREE (137,140) (114,731)

31,189 162,835

(i)  Amounts due from casinos with the following ageing (i) BEREFHR EURRESFIBRZLE
analysis, based on the date of credit granted, as of ERHETCRRTAOT

the end of reporting period:

2017 2016

—T—+tF —E—RF

HK$’000 HK$’000

FHET TFAT

0 to 30 days 0£30H - 30,753
31 to 90 days 31Z290H - -
91 to 365 days 91£365H 3,329 -
3,329 30,753

1 73 Starlight Culture Entertainment Group Limited
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Notes to the Consolidated Financial Statements

sre MR R

For the year ended 31 December 2017 HE =% —

19. TRADE AND OTHER RECEIVABLES

(continued)

tETZAZT-ALEE

10. B S R HMEWRIE 2

(iv) The ageing of trade debtors from trading business vy EBHERRECEZIEB2EFHER
which are past due but not impaired are as follows: BRI REAT :
2017 2016
—E—tx —E—RHF
HK$’000 HK$’000
FET FHET
Neither past due nor impaired R E IR AR E 2,642 349
Past due but not impaired B @ EERRE
0 to 30 days past due # HI0E30H 68 2,358
31 to 90 days past due B EI31E90H - =
91 to 365 days past due 11 HA912=365H 910 2,490
Over 1 year past due 0 B A 2,594 =
6,214 5,197
(v)  The ageing of advances to patrons which are past (v) BEHERBEZARP 2R ZEE D
due but not impaired are as follows: ™~
2017 2016
—E—+tHF —E—RHF
HK$’000 HK$'000
FTHET FHET
Neither past due nor impaired Ko HATR R BE - 33,408
Past due but not impaired B ERRBE
0 to 30 days past due #HI0E30H - 22,286
31 to 180 days past due #EA31£180H 716 100,464
181 to 365 days past due B HA1812365H 30,473 6,677
31,189 162,835

EXXCREEEFRRAA
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Notes to the Consolidated Financial Statements

e M HRRIE

For the year ended 31 December 2017 HZ-Z—+F+-A=+—HI&E

19. TRADE AND OTHER RECEIVABLES

(continued)

(vi)  The ageing of amounts due from casinos which are
past due but not impaired are as follows:

10. B S R HMEWRIE 2)

(vi)

BB HHE R R E 2 FE W RIS 50R 2 fR
B

2017 2016

—B—t% —E i

HK$’000 HK$’000

TFHET FHET

Neither past due nor impaired R EA AR R E - 30,753
Past due but not impaired B @ EERRE

0 to 30 days past due # HI0E30H - -

31 to 180 days past due B EAB1Z=180H - -

181to 365 days past due B HA1812365H 3,329 -

3,329 30,753

The balance which are past due but not impaired
relate to a number of customers who have a good
track record with the Group during the year.

Starlight Culture Entertainment Group Limited
Annual Report 2017
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Notes to the Consolidated Financial Statements

sre MR R

For the year ended 31 December 2017 #Z-Z—+&+-A=1+—HI&E

19. TRADE AND OTHER RECEIVABLES

(continued)

(vij  Prepayment to film directors represent advance
payments to four directors for their services in the
preparation of motion picture development proposal
and the development cost to be incurred by them
in the course of work, while prepayment to film/
television series production represent the production
cost incurred for one movie and one TV series
projects in progress.

The below table reconciled the impairment loss of trade
and other receivable for the year:

19. BES R HMEBWRIE &)

(viij BN FEFERNRASMMNEZE =]
HEREZHEASPNHAORE KA
THEBETREENREERMBEMNH
A - ﬁ%% BRBIREENFIARE
THN—HEX R -HERBBEBEL
%%ﬁ%%o

TREBHFEAB S R EMERFIBRERBEZ
HER

2017 2016

—T—tF —T—RF

HK$’000 HK$'000

TR T

At 1 January Kn—HA—H 115,767 15,413

Impairment loss recognised EERBEEE 24,753 100,855
Reversal of impairment loss ERRBERERD

recognised (1,017) -

Exchange realignment PE N 4,477 (501)

At 31 December W+ZA=+—H 143,980 115,767

The Group and the Company recognised impairment loss
based on the accounting policy stated in note 4.

The Group closely monitors the granting of credit period
and periodically reviews the recoverability of each trade
receivable and each advance to patrons. None of the
trade and bills receivables and advances to patrons that
are neither past due nor impaired has any default payment
history. Before accepting any new customer or patron,
the Group assesses the potential customer’s credit quality
and defines credit limits by customer. Limits attributed
to customers and patrons are reviewed periodically.
Management considers that these third parties have
sufficient financial capacities to repay.

REBE RARRBIRIEN 4P E A S 5T BURTE
AR EREE -

AEEZVNEREENREYFEHRMERE
7 WA K A& P B E) AT B - % FBE
REMITRBENE ZRUKARERRRE
BB HIEN R BRI TP AT

AEEEHEEEEPNEEERYEERP
MEEBEE -RTEPNEEREETHT U
W BEEERRREFE=THAR TN

NRESEEEAIR -

EXXCREEEFRRAA 176
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Notes to the Consolidated Financial Statements
4o A

sre MR

For the year ended 31 December 2017 HZ-Z—+F+-A=+—HI&E

20.

19. TRADE AND OTHER RECEIVABLES 19. ES R H hEURIE (&)
(continued)
For the prepayments to film directors and film/television RENTEXEENHERER EHREIEIE
series production, the Group closely monitors the progress AR RIE S - AN& B %) BE R I8N FIBE R
of utilisation of the prepayment and periodically reviews the FR#EE N TE BiAR 5T & T8 FOE Y AT Y=l 1 o
recoverability of each prepayment.
FILM PRODUCT 20. EXEM
2017
—F—tF
HK$’000
FHETT
Cost: R :
Addition through business BREBEMHAE
combination 16,855
At 31 December R+=-A=+—H 16,855
Accumulated amortisation: FetiEey:
Amortisation for the year F N (173)
At 31 December n+=-A=+—H (173)
Net carrying amount REFE
At 31 December Rt+-—A=+—H 16,682
Classified as: DR
Current portion e 3,370
Non-current portion EMENER S 13,312
16,682

Starlight Culture Entertainment Group Limited

Annual Report 2017



Notes to the Consolidated Financial Statements

sre MR R

For the year ended 31 December 2017 HE-E—+ &+ -A=1+—HItFE

20. FILM PRODUCT (continueq)

Amortisation charge of approximately HK$173,000 with
respect to film product has been included in cost of goods
sold and service provided in the consolidated statement
of comprehensive income. The Group reviewed its film
product regularly to reassess the estimated recoverable
amounts of the film product with reference to marketability
of each film and current market condition. The estimated
recoverable amounts of the film product was determined
based on a value-in-use calculation which uses the present
value of the expected future cash flows arising from the
sub-licensing and distribution of film product subsequent
to the completion of film production, which was derived
from discounting the projected future cash flows at a
discount rate of 27%.

Key assumptions for the value-in-use calculations
relate to the estimation of cash inflow/outflow which
include budgeted sales and gross margin, growth rate
and discount rate. Such estimation is based on market
comparable data and management’s expectations of the
market development.

Since the recoverable amount based on the
aforementioned value-in-use calculation was not less than
the carrying amount, no impairment provision for the fim
product was made during the year ended 31 December
2017.

0. EXEmRM &)

ERETEmNEIHX HA173,0008 T E G
AGFErHRRRADEEm R RHERBEK
K- AEBETEHRANEAEXLEMUREZEY
WS TERERN MR ERTHETE
mE AT 5 - B EmMNMGE AT E 5
TRBEREBEFE (RAEEXRIETKE
EREBTEYEREENTERRKESRE
R2T%RN TR R ENIRE) MEE -

EREEAENEIERRERSTAMEH
Bt (BREBAEHERUAREN R ERXE
FRER)BR b DERT S A L REBIE
MRERBHMBERNEL-

RBE-Z—tF+t_A=+—HLFE H
iR i EREE EMEEN R W@ EHE
MERERHE BRI AREZERELRE
Bime

EXREREERA T
S
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Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2017 #Z-Z—+F+-A=+—HI&E

21. BANK BALANCES AND CASH

Bank balances denominated in currencies other than the
functional currencies of the relevant group entities are set

21. RITERRE R

SRR E 88 2 0 DA SN WA EHE 2
RITHABIIDT -

out below:
2017 2016
—T—tHF —E—RF
HK$’000 HK$’000
FHET T T
Renminbi (‘RMB”) AR (TAR®]) 3,879 2,621
United States dollars (“USD”) Ex (%)) 5,833 3,093
Macau Pataca (“MOP”) BT (DRFT)) 12 78
Australian Dollar (“AUD”) BIT ([87T]) 1,803 3,564

At the end of the reporting period, the cash and bank
balances of the Group denominated in RMB amounted
to approximately HK$3,879,000. RMB is not freely
convertible into other currencies, however, under
Mainland China’s Foreign Exchange Control Regulations

RBEHR AEEBRAAREFEZRS KR
1T#ERRAI /33,879,000 L - ARETREE BN
BAEMER  HEARED B R 2 IMNEE IR F
PIARAEE - EERMEETERE  AEEA]
BREEEETINE SRR 2 RITHARE LI

and Administration of Settlement, Sale and Payment of b
Foreign Exchange Regulations, the Group is permitted to

exchange RMB for other currencies through banks that are

authorised to conduct foreign exchange business.

22. TRADE AND OTHER PAYABLES

Hip G’ -

22, & 5 & H th FE TR IE

2017 2016
—B—t% —E i
HK$’000 HK$’'000
T FET

Trade payables from trading business Z Z¥& 28 5 B 5KE
(note (i) (MF&EG) ) 3,177 1,393
Amounts due to casinos (note (ii)) FETIR 4235 2 A (M FE() 2,478 3,353
Amounts due to patrons (note (i) JENE P 2 28 (B i) 1,176 583
Other payables and accruals HiEsERETER 7,096 5,490
Trade deposits received BEWE ZEE 1,024 4,105
Film agency fee payable ENEXHERIZER 11,721 =
26,672 14,924

179
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Notes to the Consolidated Financial Statements

ire ISR R

For the year ended 31 December 2017 #2-Z—tF+-_A=+—HLFE

22. TRADE AND OTHER PAYABLES

(continued)

)

(i

Ageing analysis of the trade payables from trading
business, based on invoice dates, at the respective
reporting dates are as follows:

22.

BESRHEMEMRRIE 2

) EBEZXEBIBEZERMNFAZBEZAHRN
EREAHZREDFTAT

2017 2016

—F—tF —E—RF

HK$’000 HK$'000

FTHET FHET

0 to 30 days 0&30H - 133
31 to 90 days 31£E90H - 703
91 to 365 days 91%365H 2,628 -
Over 1 year BiB1F 549 557
3,177 1,393

Ageing analysis of the amounts due to casinos,
based on the date of credit granted, at the respective
reporting dates are as follows:

(i) ENREFIHRBRREEEAHNZ
HEBHPZREINAOT

2017 2016

—F—tF —E—RF

HK$’000 HK$’000

FET AT

0 to 30 days 0&30H - 378
31 to 90 days 31%90H - 600
91 to 365 days 91%365H 2,478 2,375
2,478 3,353

EXXCREEEFRRAA

R LSRR
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For the year ended 31 December 2017 #Z-Z—+F+-A=+—HI&E

22. TRADE AND OTHER PAYABLES 22. B REMEMNRIE @)
(continued)
(i)  Ageing analysis of the amounts due to patrons, (i) ENEPZIEZRLEEBHINS®
based on the date of credit granted, at the respective EBEBZERESITIAT

reporting dates are as follows:

2017 2016
—T—tF —E—REF
HK$’000 HK$’000
TFHET FH T
0 to 30 days 0&30H - 23
31 to 90 days 31290H - 448
91 to 365 days 91ZE365H 808 112
Over 365 days BiA365H 368 -
1,176 583
The Group has a trade deposit received from FR AEERA—ZESHARKRRE S
director’'s company with the amount of approximately 4 49302,000 T e
HK$302,000 during the year.
23. AMOUNT DUE TO A RELATED 23. F&{+— R EA Bk A ) FRIE
COMPANY
The amount due to a related company controlled by a BN —HBAARR —RESZEHN—EEEA
director of the Company is unsecured, interest free and AMREAERE 2EREREREE-
repayable on demand.
24. AMOUNTS DUE TO NON- 24. FEFTM B A S FEIE R ERRIE
CONTROLLING INTEREST OF
SUBSIDIARIES
The amounts due to non-controlling interest of subsidiaries ERHBAREEREENEAREIER 28
are unsecured, interest free and have no fixed maturity By&EETFHEHE-
date.

Starlight Culture Entertainment Group Limited
Annual Report 2017
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For the year ended 31 December 2017 #Z-Z—+&+-A=1+—HI&E

25. BORROWINGS AND BANK LOAN

25 EERRITER

2017 2016
—E—+tF —E—RF
HK$’000 HK$’000
FHET FBTT
Bank loan and other loans RITERRHEMER

Interest-bearing loans FTEER M (M)
— unsecured (note i) 7,953 12,220
Bank loan — secured (note ii) RITER—BEM (M 5Ti) 4,846 =
12,799 12,220

(i) The interest-bearing loans of HK$7,953,000 at 31
December 2017 are repayable on 19 March 2018
and 31 December 2018. Interest is charged at 2%
and 15% per annum. The interest-bearing loan of
HK$12,220,000 at 31 December 2016 were repaid
on 27 and 28 February 2017. Interest is charged at
6% per annum.

(i)  The bank loan of USD$620,171 at 31 December
2017 is repayable on 19 May 2018 and secured by
film product as set out in note 20. Interest is charged
at 4% per annum.

() RZZE—+tE+-_A=1+—HB2:8&
K7,953,0008 T ER = —NFE=A
TABRZZE-—NE+ZA=+—HE
B-FEDRIEEF2ERI15EFE -
R-E—RF+_A=Z+—HZHEE
812,220,000 TER _ZE—tF = A
—t+EHEZTNBEE-FEERETF6
ERct

(i) RZZE—tF+-A=+—HZRTE
ME2017T1ETAR_ZE—N\FHATN
BEE  WAM 20BN B E MmIERE

RoFBERSFAEFTE -

At 31 December, total loans were scheduled to repay as R+ZA=+—H ERETETHAATERE
follows: Bg:

2017 2016

—T—tF —T—RF

HK$’000 HK$’000

FHET T T

Within one year —FR 12,799 12,220

The amounts due are repayable by the scheduled
repayment date in the loan agreements with no repayment
on demand clause stated.

ZERNFBERRERBHAAHBRITERAR
HIRT(EE - RSP U BT RIREREEG
%}A_’O

EXXCREEEFRRAA
R LSRR 182
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For the year ended 31 December 2017 #Z_-F—

B BRRME

26. CONVERTIBLE BONDS/DERIVATIVE
FINANCIAL LIABILITIES

(i)

Zero-coupon Tranche 1 Bonds due
2017

On 11 July 2014, the Company entered into a
subscription agreement with a then independent
investor (“bondholder”) to issue the 3-year Zero
Coupon Convertible Bonds with an aggregate
principal amount of HK$55,650,000. The
subscription was completed on 19 September
2014 and the Company issued the Tranche 1
Convertible Bonds. The consideration of the Tranche
1 Convertible Bonds was used to finance the
establishment of the Group’s entertainment and
gaming business.

The Tranche 1 Convertible Bonds are denominated
in Hong Kong dollars and are convertible at the
option of the bondholder at any time after the date
of issuance up to and including the date which is
five business days prior to the maturity date of 19
September 2017, into new shares of the Company at
a price of HK$0.35 per share, subject to anti-dilutive
adjustments.

Upon full conversion, a total of 159,000,000 new
ordinary shares would be issued by the Company.
During the year ended 31 December 2017, the
Tranche 1 Convertible Bonds at the principal amount
of HK$55,650,000 were fully converted into ordinary
shares of the Company and total number of ordinary
shares converted was approximately 158,999,999
(Note 29).

The Tranche 1 Convertible Bonds contain liability
and equity components. The equity component is
included in the equity headed “convertible bonds
reserve”.

The fair value of the liability component of the
convertible bonds at the issue date was valued by
an independent valuer determined based on the
present value of the estimated future cash outflows
discounted at the prevailing market rate for an
equivalent non-convertible loan. The effective interest
rate of the liability component is approximately 16%
per annum.

Starlight Culture Entertainment Group Limited
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tET-AZT-ALERE

26. AKIESR TTEEMEE

REZ2—tHFEHHPz2F-HZT
BEZ

RZZE—OFEtA+—H ARREER
mﬁ4&§%U1ﬁHEAUT¢a$
W WBRT=FZEBRRES ~&
w@%%ﬁwpw@noﬂ$$ﬁaﬁ_
T-MENLATABETNR MARAEDE
TE—MWAIRRES - F— T BRRES
CRECARBIXEIANEBIRERIE
TET o

—HARRESF LB TTRHE - BESR
BAMEERETRHREZIHA
E—tFNAATNBARMAEEERR (2%
2 0) 2B EMERE - ASR0.358 T
ZER(IETRETSAB)BELBRES
RRBZFHBAD o

BEHABRE ARAKBETAE R
159,000,000k Fr @R -REBE-F
—tF+TA=+—RHILFE XLBER

55,650,000/ LM E — LA R EHB
BEERARNNB LB BRI

MR /5158,999,99901% (Kt5E29) -

%—?tt—ﬁﬁ REFBRSEBRERTS -
BRI UERE T 2 [T 8RR &5
HBI25-

AMBREFEEXSNETHHEZAE

ERBYHEMKERSIETRIRER
BRRITMSANEME ZHARARRES R
L2 REMEE - AEBS Z2EBEMNEY
BBF16% o
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For the year ended 31 December 2017 HZ=-F—

26. CONVERTIBLE BONDS/DERIVATIVE
FINANCIAL LIABILITIES (continuec)

(if)

8% coupon Tranche 2 Bonds due
2018

On 5 November 2015, the Company entered into
a subscription agreement with seven independent
investors (“Subscribers”) to conditionally issue the 3
years redeemable convertible bonds of the Company
in an aggregate principal amount of HK$365,000,000
at 8% coupon rate per annum. On 2 December
2015, the subscriptions were completed and
convertible bonds of HK$315,000,000 were issued
with maturity on 1 December 2018 (the “Tranche
2 Convertible Bonds”) by the Company to certain
Subscribers (“Bondholders 2”). The consideration
of the Tranche 2 Convertible Bonds was used as
general working capital of the Group and as funds
for future development of the existing business of the
Group, including development of the entertainment
and gaming business in Australia and Cambodia.

The Tranche 2 Convertible Bonds are denominated
in Hong Kong dollars and are convertible at the
option of the Bondholders 2 at any time on or after
the 90th day of the date of issuance up to and prior
to the maturity date of 1 December 2018, into new
shares of the Company at a price of HK$5 per share,
subject to adjustment on the occurrence of dilutive or
concentrative event.

Upon full conversion a total of 63,000,000 new
ordinary shares would be issued by the Company.
The Company shall redeem any Tranche 2
Convertible Bonds which remain outstanding on the
maturity date at its principal amount together with
the outstanding interest.

B BHRRN

tET-AZT—ALEE

mm

26. ATk RS TTEERMARE @

(if)

REZB-—N\FRHH2EZH8%
BREH

RZE—RAF+—ARB ARAIELSR
BUREE ([RBADTLRBE R
A 21T N2 R) = F Hi ] fE [0 AT 32
% 1& % - N & 4258 5365,000,0007% 7T -
FB A% - R-_E—HE+-A-B R
BREIELETK  ARAERE TREA
(IE=EHFAE AL)F17315,000,000

\
/

BATR-_ZE-N\FT+-_A—BIHP2H
MBS ([F-HaBRES]) -F-

HABRBESFZKEBEREAKRE K
LEES MERAREBERAKERAR
BB BRNEMNERIERERIRE
ISSERE R

FE_HMRESFAE T E BFE 1t
B A AT EENEITHHIREWOR
ERARCREIHA T NF+_A—
B Z AT B ) - AR ARG T 2 (B 1%
(AIREEA R ERELRETHAE)
RBRARRAZHA

EEHLBIE sz AKEITAE &
63,000,000 51 & A% o A A &) fE R A
%ﬁ%ﬁ@@fﬁ;ﬂﬁﬂ%ﬁ%@ﬁéﬂﬁﬁElﬁéﬁi
H AR E - #amiRES -

EXXCREEEGRRAA
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tET-AZT-ALEE

26. CONVERTIBLE BONDS/DERIVATIVE

FINANCIAL LIABILITIES (continueq)

The Tranche 1 and Tranche 2 Convertible Bonds
recognised in the consolidated statement of financial
position at the date of issuance on 19 September 2014
and 2 December 2015 respectively are calculated as
follows:

26.

iRk ES TEEHERE #)

DHRBETEHR-_ZT-—MOFAATNABR-F
—hAF T A RESREUBIARTER
FHRE_MABMBESTENT

Tranche 2 Tranche 1
Convertible Convertible
Bonds Bonds
E-Ht E—H#t
TR R ES R ES
HK$’000 HK$’000
T T T T
Face value of Convertible Bonds issued 2 2T AR ES 2 EE 315,000 55,650
Equity component on initial BT (E H 18 V] Ia FE R B
recognition upon issuance of = AR
Convertible Bonds - (20,427)
Derivative financial liabilities AT AR AR (B 1R W) IR FERR A
component on initial recognition MEEREEHS
upon issuance of Convertible Bonds (147,720) -
Liability component on initial BT E H1&
recognition upon issuance of (B=ZZE—"F+=-A=RH/
Convertible Bonds, ZE-WNFAATAN EI)
i.e. 2 December 2015/19 o6 R BB A
September 2014 167,280 35,223
The Tranche 2 Convertible Bonds contain liability FE_HAIMBRESES ﬁfé EED MATHEEE D -

component and derivative component. The derivative
component is measured at fair value on initial recognition
while any excess of proceeds over the amount initially
recognised as the derivative component is recognised as a
financial liability. The fair value of derivative components of
the convertible bonds at the issue date was valued by an
independent valuer. The fair value of the derivative financial
liability valued by the independent valuer is based on
valuation technique whose variables include that uses only
data from observable market. The effective interest rate of
the liability component is approximately 31% per annum.

Starlight Culture Entertainment Group Limited
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PTEBORVARERFIZ AT EE M
RIBBEVEERBTEL P 2 EERES
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For the year ended 31 December 2017 #EZ-E—+F+-A=+—HBI-FE

26. CONVERTIBLE BONDS/DERIVATIVE  26.
FINANCIAL LIABILITIES (continuec)

The carrying values of the liability component of the
Tranche 1 and Tranche 2 Convertible Bonds recognised in
the consolidated statement of financial position at the end
of the reporting period are as follows:

Tranche 1 Convertible Bonds

RRES TESMAEHE @)

R & 5 HEEZ*’—\HH%J%R%%EP R 2 % — it
RE-MARKESAERS <FREEDT

F—HtAUrRES

2017 2016

—T—+tF —E—RF

HK$’000 HK$’'000

FHET FAETT

At 1 January Rn—HA—H 50,028 42,954

Interest charge for the year FEZFBZE 2,710 7,074

Conversion of convertible bonds* BT R R S 5 (52,738) =

At 31 December R+=-A=+—H - 50,028

Categorised as: DR

Convertible bonds — current liabilites — AR ES —nE#AE - 50,028
Convertible bonds AR ES-FERBERE

— non-current liabilities = -

- 50,028

The interest charge of the Tranche 1 Convertible Bonds for
the year ended 31 December 2017 is calculated using the
effective interest method by applying an effective interest
rate of 16% (2016:16%) to the liability component.

* On 30 March 2017 and 8 June 2017, Convertible Bonds
with amount of HK$24,266,000 and HK$28,472,000
respectively were converted to subscribe for a total of
158,999,999 ordinary shares in the Company.

HE-_T—tFt+-_A=+—RHLFE"
Tﬁt—HﬁHXﬁ%ZﬂﬁﬁﬂjE%Fﬁﬁ%ﬂ%/ﬂ&
REEXS zgﬁf’%ﬂzm%(:%fﬁi:
16% )5t &

* RZZT—tFZA=Z+ARER-_ZT—tF AN
A & %5 5l 524,266,000 7T 528,472,000
BT RREFDRERURERAAAA K
158,999,9998% & i %

EXXCREEEGRRAA
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For the year ended 31 December 2017 #Z-Z—+F+-A=+—HI&E

26. CONVERTIBLE BONDS/DERIVATIVE
FINANCIAL LIABILITIES (continuec)

Tranche 2 Convertible Bonds

26. TMRRIESR TTEERMER 2

Bt RRES

2017 2016

—F—tx —E—RF

HK$’000 HK$’'000

F#EIT FAETT

At 1 January Kn—HA—H 207,557 171,640

Interest charge for the year FEZFEZH 74,205 61,117

Interest payment BT (25,200) (25,200)

At 31 December W+=H=+—H 256,562 207,557

Categorised as: DR

Convertible bonds — current liabilities ~ Al EH - BB E G 256,562 =
Convertible bonds AR ES-FERBEE

— non-current liabilities - 207,557

256,562 207,557

The interest charge of the Tranche 2 Convertible Bonds for
the year ended 31 December 2017 is calculated using the

BE_T—tF+-_A=t—HLFE"
BRI IRAE 5 2 B X TH R aﬁ%‘%lJ+/£

effective interest method by applying an effective interest REEBY 2 BEBRFEL31% — N
rate of approximately 31% (2016: 31%) to the liability 31% )FrE o
component.
Derivative component (Tranche 2) - TEARBEBNITERS (F=
classified as current liabilities #t)
2017 2016
—T—tF ZE—RF
HK$’000 HK$’000
FHET T T
At 1 January Rn—H—H 6,260 95,481
Loss/(Gain) on change in fair value of {TA S RIBEBEAFEZSH 2
derivative financial liabilities EiE, (dras) 29,893 (89,221)
At 31 December R+ZA=+—H 36,153 6,260

Starlight Culture Entertainment Group Limited
Annual Report 2017
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For the year ended 31 December 2017 #Z2-Z—+&+-A=1+—HI&E

27. CONTINGENT CONSIDERATION

27. R ARE

PAYABLE
2017 2016
—FT—tF —E—RF
HK$’000 HK$’'000
F#EIT T T
Arising from business combination EBEBHITEE 1,563 =
At 31 December W+—A=+—8 1,563 =

On 14 September 2017, the Company entered into share
purchase agreement with a related party, controlled by
a director and a shareholder of the Company for the
acquisition of entire equity interest of Starlight Legend
Group. On 13 December 2017, the Group completed
the acquisition at an aggregate consideration of
HK$161,015,000, details of the acquisition are set out in
note 35.

According to the share purchase agreement, if the cash
dividends received by the Group or its relevant subsidiaries
in the course of operating those existing projects operated
by the Starlight Legend Group for three years immediately
following specified period pursuant to the terms of share
purchase agreement have exceeded the total amount
of consideration share and promissory note issued plus
the relevant interest according to the term of the share
purchase agreement, the vendor shall be entitled to 30%
of all excess mentioned above.

Agreed payment is a contingent consideration that will
be realised if the acquired businesses and the existing
projects achieve their respective profit target, calculated on
certain predetermined basis, during the designated period
of time.

RZZE—tFNA+TTEA AR F)HE—ZB
F(AERRAGR —BESRBREES) T B
199 355 LA U B8 Starlight Legend e B #) 2 SFAL#E -
AEEERZTE—tEFTAT=BERZK
BEE BREAK161,015000%8 7 WIEHEE
ZEFIBE R MIEESS ©

RIFERGZE WASENXEREHREARE
ZHEERGEEIR TN ARE =FELSE
Starlight Legend% B FT4C & #3858 B I E
#IR & IR BB B IRIRIE R KA BTN
ERMEFRLEEBSENHEBENE  BEAH
B REURER R H £ BAI80% ©

BEMRS—HAARKE  HEBBOHRS K
REEBERESEHNBRAEER KK
REERRBRARE - FALRENEESE -

EXXCREEEGRRAA
R LSRR

188



189

Notes to the Consolidated Financial Statements
4o A

sre M HRER I

For the year ended 31 December 2017 #Z-Z—+F+-A=+—HI&E

27.

28.

CONTINGENT CONSIDERATION
PAYABLE (continued)

The Group recognises the fair value of those contingent
consideration for acquisitions, as of their respective
acquisition dates as part of the consideration transferred
in exchange for the acquired business. The fair value
measurement require, among other things, significant
estimation of post-acquisition performance of the acquired
businesses and significant judgement on time value of
money.

For details in relation to the contingent consideration
payable for the acquisition of the Starlight Legend Group,
please refer to the Company’s Circulars dated 26 October
2017.

RELATED PARTY DISCLOSURES

During the year and at the end of the reporting period,
the Group had the following transactions and balance
respectively with related parties. These transactions do
not constitute either disclosable connected transaction
or continuous connected transaction as defined under
Chapter 14A of the Listing Rules.

() Particulars of rental expenses paid to
a related party

27. FEHERAKME (2)

AEEBRBSENZSAARERES AR
BEHNAFERRSARIBRERBEEHD
BEREN—HBH -ATEFASRE(EHE
) BREBEERBBRERANER G R
HEBREEEENE RS-

A B UL B8 Starlight Legendf= B 09 E(F sk AR (B
WEE FLHAARBHA-T—tF1+ A
ZHRNBZBE-

28. FABE N THHEE

FARRBEHRR AEEERBBA LD RIE
BTIRG KR - ZER A TER TR
AIFVAAB IR E 2B TRBHNBER HHEF
BUERERS-

() BH-REBALZESMX
B

2017 2016
—FT—tF AN
HK$’000 HK$’000
FHET T T
A related company — controlled ~ — & Bg B A &
by a director of the Company —HBARR —REETH 425 =
A director of the Company KRR —RES - 360

Starlight Culture Entertainment Group Limited
Annual Report 2017
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For the year ended 31 December 2017 EE =% —

28. RELATED PARTY DISCLOSURES

B TR M

tETZAZT-ALEE

/\‘/T\

28. BBt N THRE o)

(continued)
(i) Key management compensation iy TEEBEAESHMH
The remuneration of the key management of the FAREEXTEZEEBAEHFHOT
Group during the year was as follows:
2017 2016
:@—‘bﬁi —F— /\¢
HK$’000 HK$’000
FHT FHE T
Short-term benefits pSR-ERER 9,508 8,989
Retirement benefits scheme RIRAE AR B
contributions 26 36
9,534 9,025
The remuneration of directors and other members EENHMIETEEXNEZHFMEE
of key management is determined by the board EEKLEMARBETSEBEEE -
of directors having regard to the performance of
individual and market trends.
(iii) Particulars of utilities expenses paid (i) EN—BBEBALT L RAEER
to a related party S FH1E
2017 2016
—E—tF —ET—RF
HK$’000 HK$’000
FHT FHE T
A related company —MEH A7
— controlled by the directors —HEERERBTG
or their close family members 18 41
(iv) Connected transaction in relation the (ivy ERAWBEENEERS

acquisition

During the year ended 31 December 2017, the
Group acquired the entire equity interest of Starlight
Legend Group from a controlling shareholder at an
aggregate consideration of HK$161,015,000, details
of the acquisition is set out in note 35.

REBEEZFTE—tF+A=+—HIHF
&+ A& Bl | — 4 15 % IR 3R UK B Starlight
Legend S Bz 2 ElfE BRER
161,015,000/ 7T - W EIE 2 F B E#H R
Bf5E35 °

EXXCREEEGRRAA
R LSRR
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For the year ended 31 December 2017 #Z_-F—

tET-AZT-ALEE

29. SHARE CAPITAL 29. g X
Number of Nominal
shares value
k& mH{E
HK$’'000
FHET
Ordinary shares of HK$0.1 each FREEIB T EEBR
Authorised: EE:
At 1 January 2016, R—_FE—REFE—H—H"
31 December 2016 and 2017 ZE-RERZE
+=-—A=+—H 20,000,000,000 2,000,000
Issued and fully paid: EETRERE:
At 1 January 2016, 31 December 2016 HN_E—F—H—H"
and 1 January 2017 (par value of ZE-RE+TZA=FT—HEK
HK$0.10 each) —+tF—HA—H
(ZREEC.10%TT) 493,564,800 49,356
Share issued upon conversion of AT IR RS (B 5 i By
convertible bonds (note i) BITHIRR M (BYaED) 158,999,999 15,900
Share issued upon completion of 7 TE A U i — R BT B A B B
acquisition of a subsidiary (note ii) BITHIRR Y (M EEi) 21,000,000 2,100
At 31 December 2017 RZZE—tF+-_A=+—H 673,564,799 67,356
Note () During the year ended 31 December 2017, certain M) RBE=_T—tF+_A=1+—RHLLE &

Note (i)

convertible bonds (Tranche 1) were converted to
subscribe for a total of 158,999,999 ordinary shares
in the Company. HK$15,900,000 was transferred to
share capital and balances of HK$36,838,000 was
transferred to the share premium account. An amount of
HK$20,427,000 was also transferred to share premium
account from convertible bonds equity reserves upon
the conversion of convertible bonds.

On 13 December 2017, a total of 21,000,000 ordinary
share in the Company was allotted and issued for partial
settlement of total consideration of the acquisition at
a market price of HK$3.08 per share at the date of
acquisition. HK$2,100,000 was transferred to share
capital and balance of HK$62,580,000 was transferred
to the share premium amount.

Starlight Culture Entertainment Group Limited
Annual Report 2017
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FABBRESR (F—H)EEBRURBELH
158,999,9990% 7K 1 7] & AR - H 715,900,000
7 7T M #4 T36,838,00058 7T 2 Bl © 48 5 = AR A
R B A7 3% /B BR © 20,427,00058 7T 75 & R 3 Al
BIREFHRIRRES EaFRERERS
/ﬁn'fg,ﬁﬁ °

AZE—+F+ZA+=H AR ERE
114 #£21,000,0000% & 18 f% LA 30 5575 (B R A U
EEHHERI.08BTHMELETZKESE Y
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For the year ended 31 December 2017 #Z2-Z—+&+-A=1+—HI&E

30. SHARE OPTION SCHEME

At the annual general meeting of the Company on 1
June 2012, an ordinary resolution to propose a new
share option scheme (the “2012 Share Option Scheme”)
has been passed. The 2012 Share Option Scheme was
thus approved and adopted at the general meeting and
subsequently approval has been granted by the Stock
Exchange. The 2012 Share Option Scheme is valid and
effective for 10 years commencing from the adoption date
(i.e. 1 June 2012). The number of shares, which may be
issued upon exercise of all outstanding options granted
under the 2012 Share Option Scheme and other schemes
adopted by the Group, is not permitted to exceed 30% of
the shares of the Company in issue at any point in time.
The total number of shares in respect of which options
may be granted under the 2012 Share Option Scheme and
other schemes adopted by the Group in aggregate is not
permitted to exceed 10% of the shares of the Company in
issue at the adoption date. The total number of shares in
respect of which options may be granted to any individual
is not permitted to exceed (i) 0.1% of the shares of the
Company in issue, and (i) HK$5,000,000 in aggregate
value based on the closing price of the shares at the date
of each grant, at any 12-month period unless such grant is
approved by independent shareholders at general meeting.

Consideration of HK$1 is payable by the grantee on the
acceptance of option granted. Option maybe exercised
from the date of acceptance of the offer of such option to
the earlier of the date on which such option lapses and 10
years from the offer date of that option. The exercise price
is determined by the directors of the Company, and will not
be less than the higher of the closing prices of the shares
on the Stock Exchange on the date of the grant of the
options, the average of the closing prices of the shares for
the five trading days immediately preceding the date of the
grant of the options.

Since the adoption of the above schemes, no share
options have been granted under the 2012 Share Option
Scheme up to 31 December 2017.

30. s lix #E&t &l

EARARRR - —F XA —BRTZREA
FReL gn—EFERETE (22—
FHERESSE D 2 ERAZRCEBBE - -F
——FERETERENRREARG FEMER
B BEREERBRAELE - — T —=F
BRETE R EAE R (A 2 — —F XA
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31.

32.

ire SRR MR

RETIREMENT BENEFITS SCHEMES

The Group participates in Mandatory Provident Fund
Scheme (the “MPF Scheme”) established under the
Mandatory Provident Fund Ordinance in December 2000.
The assets of the schemes are held separately from those
of the Group, in funds under the control of trustees.

The retirement benefits scheme contributions charged to
profit or loss represent contributions payable to the MPF
schemes by the Group at specified rates.

The employees of one of the Group’s subsidiaries which
operate in Mainland China are required to participate in a
central pension scheme operated by the local municipal
government. The contributions are charged to the
statement of comprehensive income as they become
payable in accordance with the rules of the central pension
scheme.

During the year ended 31 December 2017, the retirement

benefits scheme contributions are approximately
HK$490,000 (2016: HK$500,000).

CAPITAL COMMITMENTS

The Group did not have any significant capital commitment
as at 31 December 2017 and 2016.

Starlight Culture Entertainment Group Limited
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For the year ended 31 December 2017 HZ=-F—

33. INVESTMENTS IN SUBSIDIARIES 3. RMBATIZ’E

Particulars of the Company’s subsidiaries as at 31 RZTE—tFR_FE—A"F+ZA=+—8"
December 2017 and 2016 are as follows: ARABZWBARFBOT
Place of Nominal value of
incorporation issued and fully paid
Form of or registration/ ordinary share capital/
Name of subsidiary business structure operation registered capital Proportion of ownership interest Principal activities
ERBIHEL/ ERTRARLER
HWEASEH EBREES BRI kx/GREFEE BERRELA TEER
Group’s Held by
effective the Held by
interest ~ Company a subsidiary
350 328 HWEAT
BREL bkl o]
Fortune Appraise Limited Corporation British Virgin Islands US$1 100% - 100% Provision of services
Ordinary share to patrons
A EBRAES EaRIET A% PR AR
Fortune Global Limited Corporation British Virgin Islands USS1 100% = 100% Provision of services
Ordinary share to patrons
A ERENHS LaRIET & PR AR
Fortune Paradise Limited Corporation British Virgin Islands USS$1 100% = 100% Inactive
Ordinary share
A RERTES LakiEn TEex
Fortune Sky Limited Corporation British Virgin Islands US$1 100% - 100% Provision of services
Ordinary share to patrons
A EBRAES EaRIET % PR AR
Fortune Uberty Limited Corporation British Virgin Islands US$1 100% - 100% Inactive
Ordinary share
A ERENHS LaRIET BEex
Fortune Zillion Limited Corporation British Virgin Islands USS$1 100% = 100% Inactive
Ordinary share
A RERTES LakiEn TEex
Innovative Era Limited Corporation British Virgin Islands US$1 100% - 100% Property holding
Ordinary share
A EBRAES EaRIET NERE
JEASD Limited Corporation British Virgin Islands USS1 100% = 100% Provision of gaming
Ordinary share promotion activities
A ERENHS LaRkIET REBVEREY
Jimei Entertainment Australia Corporation British Virgin Islands USS$1 100% = 100% Provision of gaming
Development Limited Ordinary share promotion activities
A RERTES LakiEn REBYERED

EXXCREEEGRRAA
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For the year ended 31 December 2017 B2 - E—+E+-A=+—-HBItEE

33. INVESTMENTS IN SUBSIDIARIES 33. RMIBABZIRE (#)

(continued)
Place of Nominal value of
incorporation issued and fully paid
Form of or registration/ ordinary share capital/
Name of subsidiary business structure operation registered capital Proportion of ownership interest Principal activities
HERBIHEL EETRARLER
BATEH ERREES BEHE B%/AMEFEE BEEELLA TEEE
Group’s Held by
effective the Held by
interest ~ Company a subsidiary
F£E 328  HWEAF
Eh#R bkl #H
Jimei Entertainment Cambodia ~ Corporation British Virgin Islands US$10,000 51% = 51% Provision of gaming
Development Limited Ordinary share promotion activities
A RERTES L@Mk10,0005% T REBVERED
Jimei Entertainment Company ~ Corporation British Virgin Islands US$1 100% 100% - Investment holding
Limited Ordinary share
A EBRAHS LakiEn REER
JENZD Limited Corporation British Virgin Islands US$1 100% - 100% Inactive
Ordinary share
A KBRS LaRIET IE2x
Jimei Entertainment Holdings Corporation British Virgin Islands US$1 100% 100% - Investment holding
Limited Ordinary share
A RERTES LakiEn REER
Jimei Entertainment Investments ~ Corporation British Virgin Islands USS$1 100% 100% = Investment holding
Limited Ordinary share
A EBRAHS LakiEn REER
JEPD Limited Corporation British Virgin Islands US$1 100% - 100% Inactive
Ordinary share
A KBRS LaRIET IE2x
Jimei Entertainment Overseas Corporation British Virgin Islands US$1 100% 100% - Investment holding
Development Limited Ordinary share
A RERTES LakiEn REER
Jimei Global Entertainment Corporation Macau MOP $25,000 100% - 100% Inactive
(Macau) Company Limited
SXRIRE (RM)BRAF AF BF 25,000%F7% TEex
Jimei Global Management Corporation Macau MOP $25,000 100% - 100% Provision of
(Macau) Company Limited management services
to group companies
SXRNER (RM)ARRA  AF R 25,0002 9% REBLNAREERR
%
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Annual Report 2017



Notes to the Consolidated Financial Statements

B M BHRRN

tET-AZT—ALEE

33. RMIBATIZI’RE &)
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For the year ended 31 December 2017 HZ=-F—

33. INVESTMENTS IN SUBSIDIARIES

(continued)
Place of Nominal value of
incorporation issued and fully paid
Form of or registration/ ordinary share capital/
Name of subsidiary business structure operation registered capital Proportion of ownership interest Principal activities
ERBIHEL EETRARLER
BATEH ERREES BRI B%/tMEFEE BEEELLA TEEE
Group’s Held by
effective the Held by
interest ~ Company a subsidiary
F£E 28  HEAF
ER#n bkl bl
Jimei International Investments  Corporation British Virgin Islands US$1 100% 100% - Investment holding
Limited Ordinary share
A RERTES LakiEn REER
Jimei Management Holdings Corporation British Virgin Islands USS$1 100% 100% = Investment holding
Limited Ordinary share
A EERAHS LakiEn REER
Ostar International Entertainment -~ Corporation Australia AUD$200 51% - 51% Provision of
Ply Ltd entertainment project
services
A il 20087 REREIEE R
Sino Green Energy International ~ Corporation Hong Kong HKS1 100% = 100% Trading in chemical
Co., Limited Ordinary share products
PEGHEEERAA A A LakiEn EEIER
Sino Green Energy Investment  Corporation Hong Kong HK$1 100% - 100% Investment holding
Co., Limited Ordinary share
PEZEREERAR A B ERRIET RERR
Sino Yale Holdings Ltd Corporation British Virgin Islands US$1 100% 100% - Investment holding
Ordinary share
A RERTES LakiEn REER
Surin Development Ltd. Corporation British Virgin Islands USS$1 100% 100% = Investment holding
Ordinary share
A EBRAHS LakiEn REZR
Zhejiang Sino Green Energy Wholly foreign The PRC RMB20,000,000 100% - 100% Trading in energy
Technology Company Limited owned enterprise conservation and
environmental
protection products
MIPERRERANRARAE HEBECE HE AR 20,000,007 EES R RERER

B3 LIRS M HRA A
S
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For the year ended 31 December 2017 B2 -"E—+E+-A=+—-HBItEE

33. INVESTMENTS IN SUBSIDIARIES

33. RMIBATIZI’RE &)

(continued)
Place of Nominal value of
incorporation issued and fully paid
Form of or registration/ ordinary share capital/
Name of subsidiary business structure operation registered capital Proportion of ownership interest Principal activities
ERBIBEE EETRARLER
BATEH ERREES BRI B%/MEFEE BEEELLA TEEH
Group’s Held by
effective the Held by
interest ~ Company a subsidiary
F£E 28  HEAF
Eh#n bkl bl
Star Media International Limited ~ Corporation Republic of US$1 100% - 100% Film investment
i Seychelles Ordinary share
27 EEAANE ERRIET EYRE
Star Promise Global Limited (i) ~ Corporation British Virgin Island US$1 100% - 100% Inactive
Ordinary share
A EERAHS LakiEn Fakid & 3
Starry Ample Limited (ii) Corporation British Virgin Island US$1 100% - 100% Inactive
Ordinary share
A EBRUES LaRIET IE2x
Hong Kong Star Media Culture  Corporation Hong Kong HK$100 100% = 100% Inactive
Limited (i)
TEEER MLARARW AR i 10078 7T BEEx
Hong Kong Star Media Corporation Hong Kong HK$100 100% = 100% Inactive
Management Limited (v)
REREHERBRAA  AF B 10087 Fakid & 3
ERFMETEEEAERAE Wholy forsign The PRC RMB5,000,000 100% = 100% Provision of
(vi) owned enterprise management
services to group
companies
NEBELE HE AR #5,000,0007 MEER A RE
EERS
Starlight Legend Investment Corporation Republic of US$1 100% 100% - Investment holding
Limited (vii) Seychelles Ordinary share
27 EEAANE ERRIET REER
Starlight Media Inc. (vi) Corporation United State of US$1,000,000 100% - 100% Media and movie
America Ordinary share operation
A EHZERE Ei@Mk1,000,000%7T BERIVER
Marshall Holding, LLC (vi) Corporation United State of US$7,138,000 51% - 51% Investment holding
America Ordinary share
A FHBARE Li@Mk7,138,000% T RERR

Starlight Culture Entertainment Group Limited
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3. NMBATIZIRE &)

For the year ended 31 December 2017 HZ=-F—

33. INVESTMENTS IN SUBSIDIARIES

(continued)
Place of Nominal value of
incorporation issued and fully paid
Form of or registration/ ordinary share capital/
Name of subsidiary business structure operation registered capital Proportion of ownership interest Principal activities
ERBIBEE EETRARLER
BATEH ERREES BRI B%/tMEFEE mREEnLe TEEH
Group’s Held by
effective the Held by
interest ~ Company a subsidiary
F£E 28  HEAF
ER#n bkl bl
Marshall Film, LLC (vii) Corporation United State of US$8,413,867 46.15% - 90.49% Media and movie
America Ordinary share Operation
A FHBARE LiRR8 4138672 BEREYEE
Marshall Movie, Inc. (v Corporation United State of 46.15% - 100% Media and movie
America Ordinary share operation
A EHZERE T i8MR00,000% T BERIVER
None of the subsidiaries had issued any debt securities at ZEMBARIRNERBETEMNEBES -

the end of the year.

(vi)

(vii)

Star Media International Limited was established on
24 April 2017 in Republic of Seychelles.

Star Promise Global Limited was established on 21
December 2017 in British Virgin Islands.

Starry Ample Limited was established on 27
December 2017 in British Virgin Islands.

Hong Kong Star Media Culture Limited was
established on 16 June 2017 in Hong Kong.

Hong Kong Star Media Management Limited was
established on 21 June 2017 in Hong Kong.

ERRITEN{E 2 ERAERA A was established on
14 July 2017 in the People’s Republic of China.

Starlight Legend Investment Limited, Starlight Media
Inc., Marshall Holding, LLC, Marshall Fiim, LLC and
Marshall Movie, Inc were acquired on 13 December
2017.

(i

(i)

(iv)

(vi)

(vii)

Star Media International Limited A==
—+tFEA -+ HNHEETHEFMBEK

VAL

Star Promise Global Limitedi ? —ZZ&—+
FH+_A-+—HAEEBREZEEMT

Starry Ample Limited R = —+F+ =
A TtHERBREXASKIL -

FREBRXEERAAR-_ZF—LHF
NATARBEFBKL-
FEEEBREERARARAR-_ZT—LHF

NAZ+—BEFEKL-

ERRNEARLANERAARE
—EFEATHAETEARKMOEL

TLO

Starlight Legend Investment Limited*
Starlight Media Inc. * Marshall Holding,
LLC » Marshall Film, LLC} Marshall
Movie, Inc. R —Z—+F+-A+=HWK
o

BEX(IREEMERA
SF LR

198



199

Notes to the Consolidated Financial Statements
rE I ERER MR

For the year ended 31 December 2017 HEZ-E—+ &+ -A=+—HItFE

34. NON-CONTROLLING INTERESTS 34. iEERER

Jimei Entertainment Cambodia Development Limited, Jimei Entertainment Cambodia Development
and Marshall Holding, LLC which are both 51% owned Limited & Marshall Holding, LLC] &/ 24 A &
subsidiaries of the Company, have material non-controlling BEST1BHMB AR - BAEERIETERES
interests (“NCI”). The non-controlling interests of other (IFEZERiER]) - Kt IE2EMB A FIMIEE
non-wholly owned subsidiaries considered to be immaterial DB A TER B IWET A

and therefore be excluded.

Summarised financial information in relation to the NCI B #Jimei Entertainment Cambodia
of Jimei Entertainment Cambodia Development Limited, Development Limitedi? £ ] & 1K $5 511 49 FE42 %
before intra-group eliminations, are presented below: MM EERB MO T
2017 2016
—F—tF ZE-RF
HK$°000 HK$’000
FHET T T
For the year ended 31 December #HE+_A=+—BILEE
Revenue e 1,743 9,154
Loss for the year FAEE (5,673) (22,265)
Total comprehensive income for AEEEHER=LE
the year (5,673) (22,265)
Loss allocated to NCI Bl TIEERER 2 EE 2,780 10,910

Dividends paid to NCI

For the year ended 31 December
Cash flows generated from

BEX T IR R 2 B - -

BE+-—A=+—HLEE
REEZPMERLRE

operating activities 2,216 41,404
Cash flows generated from REGTBMEHRSRE

investing activities - 32
Cash flows used in financing activities BB /EBFMTARERE (3,279) (40,754)
Net cash (outflow) inflow /e ) mAFE (1,063) 682
At 31 December w+=H=+—H
Current assets MEEE 13,206 13,523
Non-current assets ERENEE - 76
Current liabilities mENEE (107,847) (102,563)
Net liabilities BEFHE (94,641) (88,964)
Accumulated non-controlling interests 25t JEIE AL #E 2§ (46,374) (43,592)

Starlight Culture Entertainment Group Limited
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34. NON-CONTROLLING INTERESTS

(continued)

Summarised financial information in relation to the NCI of

sre MR R

For the year ended 31 December 2017 #Z-Z—+&+-A=1+—HI&E

34. FEI=IRIER 2

& B Marshall Holding, LLCH = B[ K §5 51 #9 3k

Marshall Holding, LLC, before intra-group eliminations, are ERER M AR T

presented below:

2017
—T—tF
HK$’000
FHET
For the year ended 31 December BE+-HA=+—B1L=EE
Revenue & -
Loss for the year FAEE (202)
Total comprehensive income for the year AFEREEENKERE (202)
Loss allocated to NCI DT IEERER 2 EE 99
Dividends paid to NCI EXfNTIEERER ZKRE =
For the year ended 31 December gEZE+-A=+—HiItEE
Cash flows generated from KEEHMERSRE
operating activities 1
Cash flows generated from KREEHMERSRE
investing activities -
Cash flows generated from BERHFAERERE
financing activities -
Net cash inflow BRERAFEE 1
At 31 December R+=BA=+—H
Current assets MEEE 46,706
Non-current assets FRBEE -
Current liabilities mEBAaE (36,582)
Net assets BEFE 10,124
Accumulated non-controlling interests Rt R 4,207

B IVIREEBMABR AT 200

R LR



Notes to the Consolidated Financial Statements

=1 A\ A7 X 3
e I SRR M
For the year ended 31 December 2017 HEZ-E—+ &+ -A=+—HItFE

35. ACQUISITION OF SUBSIDIARIES 35.

On 13 December 2017, the Group completed the
acquisition of entire equity interest of the Starlight Legend
Group from a controlling shareholder and also a director of
the Company with effect from April 2017 at an aggregate
consideration of HK$161,015,000.

The principal activities of the Starlight Legend Group is set
out in Note 33 to the consolidated financial statements.

The fair values of net assets acquired at the date of
acquisition are as follows:

e B B /B8 22 ]

RZE—+tF+ZA+=0 AEEZTKAX
RAl—RZERBREREE (BT —tF @
A R A 30 Uk B Starlight Legend®: B 2 2 ZBR%
¥ K {E /161,015,000 7T °

Starlight Legend%E B = Z E B H N 486 B 15 #
= MIFE33 °

REBERRRENFEEN A FENT:

HK$’000
T T
Property, plant and equipment S EN ] 327
Film product (note a) BExEm (Mita) 16,855
Prepayments, deposits and other receivables TETSRIE - e K E b FE YRR
(note b) (M3Eb) 58,637
Bank and cash balances RITRIREEHR 5,556
Other payables H b FE < 3RIB (8,306)
Bank loan RITER (4,844)
Total identifiable net assets oA FEEEEREIFATFEE
at provisional fair value 68,225
Non-controlling interests (note c) FEdERR RS (FsEc) (5,881)
Goodwill arising on acquisition (note 18) WEEPTE A 2 2 (K3E18) 98,671
Total consideration MR (E 161,015
Total consideration satisfied by: LTHAREEHBKE:
Ordinary shares (note d) TBAE (HeEd) 64,680
Promissory note (note 36) L EE (MT3E36) 94,772
Contingent consideration payable (note 27) FER S ARE (M 5E27) 1,563
161,015
Net cash outflow arising on acquisition: WHEFEENIRERHFE:
Bank and cash balances acquired BB IRTT R IR & &k 5,556
5,656

201 Starlight Culture Entertainment Group Limited
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For the year ended 31 December 2017 HZ=-F—

35. ACQUISITION OF SUBSIDIARIES

(continued)

Notes:

(@ The film product represents a motion picture held by one of
the subsidiaries of the Starlight Legend Group.

The amount contains prepayment to film directors and
prepayment to film/television series production in course
of production of entertainment content including films and
drama series.

(¢)  The amount represents the non-controlling interest in the
subsidiaries of the Starlight Legend as at the acquisition
date.

The amount represent issue of 21,000,000 ordinary shares
at HK$3.08 per share, which is the market value as at
the date of acquisition, with a total share consideration of
approximately HK$64,680,000.

The Group has appointed an independent professional
valuer to perform valuations at the date of acquisition
for the purpose of accounting for the acquisition of the
Starlight Legend Group according to HKFRS 3.

The initial accounting for the above acquisition in the
consolidated financial statements has been determined
provisionally as the Group is awaiting the final result of
an independent valuation in relation to property, plant
and equipment, film product, prepayment, deposits and
other receivables and other net assets acquired in the
transaction and contingent consideration payable for the
acquisition of the Starlight Legend Group. The valuation
has not been completed by the date of the approval
of the consolidated financial statements. Accordingly,
the amounts of identifiable net assets in contingent
consideration payable and goodwill as stated above may
be subsequently adjusted.

IR pGET ek

tET-AZT—ALEE

35. WM B AT (2

P &E -

(a) EEEMIEStarlight Legends: B — & B A 7
FifaENER -

ZERERNEFERNANHEAREZRE
BEISRENTREPENNER, EREIH
YRR -

(0) Z&FE AR B 8 Starlight Legend i B A &)
B FEIERR MR ES o

ZEeRAKRERIBET (NKREARZT
{E) #1721,000,000% B RO RBELHOS
64,680,000/ 7T °

AEECZE—RB L EEMEMAKE R
BT E AR IR A S B 53R &5 2RI 357 ¥k
88 Starlight Legendse BT 2 5T 12 -

ERBBERGEETBRERANT T S EEEB
T RARAKELESHAEBYE BE

L&k EXER BNRE REREME
WORRIE K 2 5 i BRAS H) EL A% B BE DA B SR U B

Starlight Legend% B BT AR EN B LB E
MERER BERSVBREMLESR  Z
MEMAKRTR Bt FEMFRKAREREE
WA ER FEESHEEBRERS FTURAE-

BEX(IREEMERA
SF LR
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For the year ended 31 December 2017 #Z_-F—
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tET-AZT-ALEE

35. ACQUISITION OF SUBSIDIARIES

(continued)

The fair value of contingent consideration payable is
determined provisionally using monte carlo simulation
valuation method which is awaiting the final result of an
independent valuation.

For further details in relation to the contingent
consideration payable for the acquisition of the Starlight
Legend Group, please refer to the Company’s Circulars
dated 26 October 2017.

The goodwill arising on the acquisition is attributable to
broaden the revenue base of the Group so as to enhance
the overall competitive ability of the Group.

Impairment provision for goodwill of HK$ 43.8 million with
reference to the management’s estimation was made
during the year ended 31 December 2017.

Since acquisition, the Starlight Legend Group has no
revenue and make a loss of HK$627,839 to the Group. If
the acquisition of Starlight Legend Group effected during
the year had been taken place at the beginning of the
year, the revenue and loss of the Group would have been
HK$39,958,000 and HK$330,672,000 respectively.

Acquisition-related costs amounting to HK$4.7 million have
been excluded from the consideration transferred and have
been recognised as an expense in profit or loss under
other operating expenses.

The Group has selected to measure the non-controlling
interests at their proportionate interests in the identifiable
assets and liabilities of the Starlight Legend Group.

Starlight Culture Entertainment Group Limited
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LUk B Starlight LegendE B H) B M S AR B
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+AZ+Bz@

WEEHEENAZDREBEREENOEA
EREmEarsE@nBEERF NAE-

REBEE-_E—tF+_-_A=+—HILEE"
EE Eﬁﬂﬁuﬂ’ﬁﬂjﬁﬁgmﬁﬁéﬁw 800, ooo
BT o

B U B 1% - Starlight Legend e B 3F # Ui 25 B A&
REEE R E18627,83978 T © MR F AT A
I B2 Starlight Legend®E B 25 T8 72 F ¥ 2% 4 - A
REBE W REE D 5l 739,958,000/ 7T
$330,672,0007% Tt °
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For the year ended 31 December 2017 #Z-Z—+&+-A=1+—HI&E

36. PROMISSORY NOTE

Promissory Note — Current portion

36. & R

2017

—E—tF

HK$’000

FHET

Issuance of promissory note (note 35)  EX17& W Z & ([1:E35) 94,772
Imputed interest BERME 283
Exchange realignment E WA 171
At 31 December R+=-—A=+—H 95,226

On 13 December 2017, the Company issued a promissory
note with a principal amount of US$12,884,615 (equivalent to
HK$100,500,000), as part of the consideration for the acquisition
of entire equity interests in the Starlight Legend Group. The
promissory note is unsecured, interest free, and with a maturity
date of 12 December 2018, which is 12 months from the
completion date of the business acquisition (defined in note 35).
The promissory note is measured at amortised cost using the
effective interest rate method with the effective interest rate at 6%
per annum.

As at 31 December 2017, all promissory notes are carried
at zero coupon rate.

After year end date, there is new arrangement for
Promissory Note, details refer to note 43 and “Event
After The Reporting Period” section under Management
Discussion and Analysis.

R-B—+E+-A+=0 KARABBTLALHEA
12,884,6153 7T (48 & 7 £100,500,0007% 7T ) K 3 5,
= EE AU EE Starlight LegendSE B 2 SR E R —
Ho -AAZEAEER RERIBAA=ZZT—N
FHZA+=B  BNEBE (EERHESS) KB
Hf&12M8 A o K E R A BB R R IR 8 A ARG
2 EBRMNERETF6%

2 +tHF+-_A=+—"8 FEEALERE
S BRI -

E%E& Jﬁﬁ%%%%ﬁm%iﬁﬁi
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tETZA=T-RIEER

37. NOTES SUPPORTING CASH FLOW 37.

STATEMENT

(@ Cash and cash equivalents comprise:

HanBRMEE

@ ReEkREEFEEAEHE:

2017 2016
—E—tF —E—RF
HK$’000 HK$’000
FHET T T
Cash available on demand REXKAES RS
(note 21) (KtzE21) 96,647 133,000
Significant non-cash BAIFREXRZWT :
transactions are as follows:
Investment activities REZE
Equity consideration for XBatt o RERE
business combination (FI3E35)
(note 35) 64,680 _
Promissory note issued for BEERFETEALEE
business transaction (note 36) (MI3E36) 94,772 =
Financing activities AL )
Conversion of convertible bonds 3,3 A] # f% {& 5 & % 1D
into Share (note 26) (Ff3E26) 52,738 =

Starlight Culture Entertainment Group Limited
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For the year ended 31 December 2017 EE =% —

37. NOTES SUPPORTING CASH FLOW
STATEMENT (continued)

37. REREFRME =)

b) MEERBFELEREZHEK:

(b) Reconciliation of liabilities arising from

financing activities:

Borrowings Amount 2015 2014
and due to non- Promissory Convertible Convertible
bank loan controlling note bonds bonds
(note 25) interest (note 36) (note 26) (note 26) Total
HER —%-1f —E-mE
RITER FEf IR RRER ThEES ThEkES
(B&t25) ERRE (Bzk36) (Bizk26) (BzE26) &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T FHTL TET T T T
At 1 January 2017 R-F—+F—-A—-H 12,2201 22,580 - 207,557 50,028 292,385
Changes from cash flows: BERERE:
Proceeds from new bank loans HRTERZBERE 5999 = = = = 5999
Repayment of bank loans BERTER (12,220) - - - - (12,220)
Interest payment FlE M= - = = (25,200) = (25,200)
Advance from non-controlling interest REFERER 2B = 256 = = S 256
Total changes from financing cash flows: ~ BIER&HELHLHE: (6,221) 256 - (25,200) - (31,165)
Other changes: Eh8:
Interest expenses flem% - - 283 74,205 2,710 77,198
Conversion into shares ABake - - - - (52,738) (52,738)
Issue for acquisition of subsiciary AN B AR MRS - - 94,772 - = 94,772
Acquisition of subsidiaries BB AR 6,800 - - - = 6,800
Exchange realignment ERAE - 149 171 - - 320
6,800 149 95,226 74,205 (50,028) 126,352
At 31 December 2017 R-B—tF+-A=t-H 12,799 22,985 95,206 256,562 - 387,572

EXXCREEEGRAA

R LSRR

206



Notes to the Consolidated Financial Statements

ire SRR MR

For the year ended 31 December 2017 HZ2-Z—+F+-A=+—HI&E

38. HOLDING COMPANY STATEMENT

OF FINANCIAL POSITION

38. FIR A B M BARA R

2017 2016
—F—+tF —E—RF
Notes HK$’000 HK$’'000
B 5 FETT FAET
Non-current assets ERBHEE
Property, plant and W BERERE
equipment 162 1,739
Available-for-sale A ERE
investments 9,313 9,205
Investment in RHBARZIRE
subsidiaries 161,015 -
170,490 10,944
Current assets HREEE
Other receivables H e W 5RIE 15,692 1,651
Amounts due from UG BT JB B FRIB
subsidiaries 50,311 272,156
Bank balances and cash RITEBR KRS 66,189 59,430
132,192 333,237
Current liabilities RBEE
Other payables H M FE T 5RI8 1,346 3,611
Borrowings BE - 12,220
Promissory note HH R 95,226 =
Derivative financial MTESmMEE
liabilities 36,153 6,260
Amounts due to FESTB B R R FIE
subsidiaries 50,881 -
Convertible bonds Al (E 5 256,562 50,028
440,168 72,119
Net current (liabilities)/  FHEN (AE) EE
assets (307,976) 261,118
Total assets less current HEEREHEE
liabilities (137,486) 272,062
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38. HOLDING COMPANY STATEMENT 38. ERATIMBIRAK 2
OF FINANCIAL POSITION (continued)

2017 2016
—T—tf —E—RF
Notes HK$’000 HK$’000
k3 TR THT
Non-current liabilities FERBE
Convertible bonds AR E S - 207,557
Contingent consideration JERT S A RAB
payable 1,563 -
Net assets BEFE (139,049) 64,505
EQUITY i
Share capital [ 67,356 49,356
Reserves ] 39 (206,405) 15,149
Total (deficiency) equity (BS54t ) #4888 (139,049) 64,505
Yan Xu Chau Chit
BB Ag
Chairman and Director Deputy Chairman and Director
FTEREE AIFEREE
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39. RESERVES

it

tET-AZT-ALEE

39. &

Company
34§
Capital Investment Convertible
redemption revaluation bonds Accumulated
Share premium reserve reserve reserve losses Total
Tk
BiEE  EAFEEEE  REEREE BHEE RitEE Bit
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T T FHT FHT FHT
At 1 January 2016 RZZE-~E-A-8 76,385 1,564 702 20,427 (30,187) 68,891
Loss for the year TEEER - - - - (51,736) (51,736)
Decrease in fair value of available-for-sale ARLEREATERD
investments - - (2,008) - - (2,008)
Total comprehensive income for the year FEEREYEEE - - (2,006) - (51,736) (53,742)
At 31 December 2016 RoB-AE+ZA=+-A 76,385 1,564 (1,304 20427 (81,.923) 15,149
Loss for the year ~EEBE - - - - (324,080) (324,080)
Increase in fair value of available-for-sale AREEREATEEN
investments - - 1,108 - - 1,108
Release of investment revaluation reserve to FARMERERESE
profit or loss for impairment loss on available- B BB EEATER
for-sale investments - - 2,000 - - 2,000
Total comprehensive income for the year rEERENELE - - 3,108 - (324,080) (320,072)
Share issued upon conversion of convertible FRTRREFEEIRG
bonds 57,265 - - (20,427) - 36,838
Share issued upon completion of acquisition of  FER A4S —FIMB A AR TR
a subsidiary 62,580 - - - - 62,580
At 31 December 2017 RoB-+E+-A=+-A 196,230 1,564 1,804 - (406,003) (206,405)
40. LEASES 0. %y
Operating leases - lessee REHN-HEA
The lease payments recognised as an expenses are as BRAEMI CHEERENT
follows:
2017 2016
—B—tf EF SNy
HK$’000 HK$’000
FHET AT
Minimum leases payments paid under RELLEHENEN 2 RELE
operating leases KIE 3,864 2,360
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40. LEASES (continued)

Operating leases — lessee (continued)

At the end of reporting period, the Group had outstanding
minimum commitments under non-cancellable operating
leases, which fall due as follows:

40. 4y (#)

KREPHN-HEA (&)

NBREHR AERERBETARBELHEOZ
AN REAEZDRBEROT

2017 2016

—F—tF —F—RF

HK$’000 HK$’000

FHET T T

Not later than one year THB—F 3,594 1,934
Later than one year and not later than @ —FE BB RF

five years 4,906 1,431

8,500 3,365

Operating lease payment represents rentals payable by the
Group for leased offices with a term of 1 to 3 years. None
of the leases include contingent rentals.

41. CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in
the Group will be able to continue as a going concern
while maximising the return to shareholders through the
optimisation of the debt and equity balance. The Group’s
overall strategy remains unchanged from prior year.

The capital structure of the Group consists of debt
and equity attributable to owners of the Company.
This includes the convertible bonds amounting to
HK$256,562,000 (2016: HK$257,585,000) disclosed
in note 26, and equity attributable to owners of the
Company, comprising issued share capital amounting to
approximately HK$67,356,000(2016: HK$49,356,000)
and various reserves less accumulated losses (2016:
less accumulated loss) amounting to approximately
HK$136,346,000 (2016: HK$59,014,000), totalling
deficiency of HK$68,990,000 (2016: equity of
HK$108,370,000).

REHEREEASERERBAE (BHA
—E=ZF)ENzHEE -ZFHELTBEX

41. EXEPEE TR

AREBFEBELLEBMEATFEMEEELEAR
NHERAEBSERERNSELETRFEE
R R R EAB R NEE BERBEEF

REBZEREERREEBRANAREE AR
THREZS - Itk B 45 PO B #E26 1% 52 2 256,562,000
BT (ZZF— /K% :257,585,000/8 L) 2 Al
B8 & % - K 5 4t 48 %8 568,990,000/ 7T (=&
—7NE REZ5108,370,0008 7T ) Z N A EIHEA
ANEGER  EHPBIEL 54 467,356,000
TTHBEBITIRA (ZF —/XF : 49,356,000
L) R & FE4 AH136,346,00008 T (— T — X
#:59,014,0008 L) v S ERERENEE
(ZE—XRF RBRFER) -

B3 LIRS M HRA A
S
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41. CAPITAL RISK MANAGEMENT

(continued)

The directors of the Company review the capital structure
regularly. As part of this review, the directors consider
the cost of capital and the risks associated with each
class of capital. Based on recommendations of the
directors, the Group will balance its overall capital structure
through the payment of dividends, new share issues or
share buybacks, as well as the issue of new debt or the
redemption of existing debt.

42. FINANCIAL INSTRUMENTS

(@) Categories of financial instruments

M. EXBEBER 2)

ARREFEHERMNEARBE - (FREHNHN—
Mo EFEZRESHEELABENELAKAR
R -ARESREFTZHBERZZERIRMK
B BITHRSEBENBEIA LI E B KER
REEG UWFOEBREARE-

42. TR T H
(@) €M EEH

2017 2016
—ET—tF —T—KRF
HK$’000 HK$'000
FHET F#E T
Financial assets SRIEE
Available-for-sale investments AHHERE 9,313 9,205
Loans and receivables (including & 5 & fE U 5K 1B
cash and cash equivalents) (BREBEsMASEEER)
(note) (FMF5E) 157,886 359,225
Financial liabilities SRBE
Derivative financial liability PESBEE 36,153 6,260
Financial liabilities measured at ~ Z#HEK A2z /A E
amortised cost (note) (M) 414,244 309,828
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42. FINANCIAL INSTRUMENTS (continued)

(a)

Categories of financial instruments
(continued)

Note:

Financial instruments not measured at fair value include
cash and cash equivalents, trade and other receivables
excluding prepayment, trade and other payables, amount
due to non-controlling interests of subsidiaries, amount due
to a related company, convertible bonds, and borrowings.

Due to their short term nature, the carrying value of cash
and cash equivalents, trade and other receivables, and
trade and other payables, amounts due to non-controlling
interest of subsidiaries, amount due to a related company,
borrowings approximates then fair value.

The fair value of convertible bonds carried at amortised cost
as at 31 December 2017 is approximately HK$280,000,000
(2016:HK$363,949,000). The fair value is determined
using discounted cash flow models and is classified as
level 3 in the fair value hierarchy. Significant inputs include
the discount rate used to reflect the credit risks of the
Company.

Financial risk management objectives
and policies

The Group’s major financial instruments include
available-for-sale investments, trade and other
receivables, bank balances and cash, trade and
other payables, short-term loans and convertible
bonds. Details of the financial instruments are
disclosed in respective notes. The risks associated
with these financial instruments include market
risks (currency risk and equity price risk), credit
risk, interest rate risk and liquidity risk. The policies
on how to mitigate these risks are set out below.
The management manages and monitors these
exposures to ensure appropriate measures are
implemented on a timely and effective manner.
There has been no change to the policies on how to
mitigate these risks.

B M BHRRN

tET A=t ALEE

mm

42. €T H #)

(a)

eI EREER &)

B g

YHRAFEFEZERTABERE RS
ZEEE B REMEKKE (TRERM
HIR) B HREMMENFRIA - RSB QR
PR R TR - RN — R R E A B UR - ATRAR
EHrREE-

HRAZBEHUEE ReRRSEEEAR
B LEMBYIE B 5 REMENKE-
JEASS P B 2 B FHR AR i e OO - JE A — ] R B
REFELEEZ RAEEEATERES-

RZZT—+tF+Z A=+ BIRBHEAATIR
Z AR E H 2 A F{E %) /280,000,000 7T
— T — X4 1 363,949,000/ 7T ) ° A FEEA
MRASREENETRIEAAFERBRZ
FoLZH -TEHABELEAREBEAARE
BERBRZITRE-

HHEEEEREEEREE

ZX‘EIZI%@Eﬂlﬁ BAfHER
B EHNMEMEYGIR  RITEBR LR
T B REMEMNKE EHERLA
Tﬁﬂx{a% BHZEEMIAZFHBEER
M ENE RXESRTABRZA

ﬁ?ﬁmiﬁﬂ (B R & AREE SR
) {;E ﬂ_i_ﬂ //lb@]ﬁiﬂ
o °—|—Kﬁ§”yu{jﬁé{fﬁ;& [R\ B 2 TR

EEEEIEREEZFRR - AR K
Ko B Rt BR B ' 16 0t © A B AR AT PR K %
FRkZBRBEFELE-
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42. FINANCIAL INSTRUMENTS (continued) 42. T H #)

(b) Financial risk management objectives b) BHKEKEEBEERBE &)
and policies (continued)
Market risk % 7 B
() Currency risk (i) BEEkE

The Group operates in Hong Kong and PRC
with most of the transactions denominated and
settled in Hong Kong dollars (“HK$”), USD,
RMB, AUD or MOP.

All the Group’s borrowings are denominated in
either HK$ or USD.

In view of the fact that the HK$ is pegged
to the USD, the Group does not expect any
significant movements in USD/HK$ exchange
rate.

The carrying amounts of the Group’s foreign

AEBREBBERFPEELEES K
MARHABT ([BT]) =TT
AR RTTHRFIEINEREE -

AEBEMBEESAETHETT
=
ERBTRETHE AEERS

ETLAETERSGHREMER
BB o

RB|EHR NEBIAIINEINELZ

77

currency denominated monetary assets at the EREEZREENT
end of the reporting period are as follows:
2017 2016 2017 2016
—T—tE —E-RE —T—tE —T-RE
AUD’000 AUD’000 RMB’000 RMB’000
Tilx TR ARETT ARETT
Trade and other receivables & 5 K £ ft JE i Z0E 2,528 26,249 13,886 8,573
Bank balances and cash RITEHRNRE 296 636 3,233 2,350
Trade and other payables B 5 R E A E{T 5B (158) (481) (4,793) (896)
Short-term loan REHER - = (5,000) -
Overall net exposure BEREREH 2,666 26,404 7,326 10,027
Sensitivity analysis BRERE DN

The following table indicates the approximate
change in the Group’s loss for the year and
other components of consolidated equity in
response to reasonably possible changes
in the foreign exchange rates to which the
Group has significant exposure at the end
of reporting period. The sensitivity analysis
includes balances between group companies
where the denomination of the balances is in a
currency other than the functional currencies of
the lender or the borrower. The number below
indicates an increase/decrease in loss and
other equity where the HK$ strength weakens
against the relevant currency.

Starlight Culture Entertainment Group Limited
Annual Report 2017

TRETRBERR ~AEEHE
BERRARZERSIER L Z B RS
RzAREBFABERRGAEDRHE
Eo 2 MOES -FRESTE
BEEQABEABRALERAL
REEBIAINZ B IE R &8 - A
THEBRTHETLABEEEHE
SRE RSB R EMESE M
B> o



Notes to the Consolidated Financial Statements

sre MR R

For the year ended 31 December 2017 #EZ-E—+F+-A=+—HBI-FE

42. FINANCIAL INSTRUMENTS (continueq) 42. SR T R (=)

(b) Financial risk management objectives b) HERBEEEEREEK &)
and policies (continued)
Market risk (continued) S EEE (&)
()  Currency risk (continued) () EEER£)
Sensitivity analysis (continued) BRREDN (&)
2017 2016
—Z—t% —EAF
Effect on Effect on
Increase loss for Increase loss for
in foreign the year in foreign the year
exchange and other exchange and other
rate equity rate equity
HER HENRN
BHEREM B8 R E M
ExELH #R2BE XA Eaow®
HK$’000 HK$’000
TFHETT FHET
RMB AR 1% 93 2% 180
AUD JRIT 1% 139 1% 1,197
The sensitivity analysis has been determined BRESMERER IEREN RS
assuming that the change in foreign exchange HMREX SO HLE WEER
rates had occurred at the end of the reporting REESER: SINTRITER
period and had been applied to each of the FITESRMIEZEBRARNZH
group entities; exposure to currency risk for BT TMEREMBEEMEH (LH
both derivative and non-derivative financial M) T o

instruments in existence at that date, and that
all other variables, in particular interest rates,
remain constant.
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42. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives
and policies (continued)

Market risk (continued)

(i)

(i)

Currency risk (continueq)

Sensitivity analysis (continued)

The stated changes represent management’s
assessment of reasonably possible changes
in foreign exchange rates over the period until
the next annual reporting date. In this respect,
it is assumed that the pegged rate between
the HK$ and the USD would be materially
unaffected by any changes in movement in
value of the USD against other currencies.
Results of the analysis as presented in the
above table represent an aggregation of the
effects on each of the group entities’ loss for
the year and equity measured in the respective
functional currencies, translated into HK$ at
the exchange rate ruling at the end of reporting
period for presentation purposes. The analysis
is performed on the same basis for 2016.

Equity price risk

The Group is exposed to equity price risk
through its investments in listed equity
securities that accounted for as available-for-
sale investments of the Group. The Group’s
equity price risk is mainly concentrated
on equity instruments quoted in the Stock
Exchange.

Sensitivity analysis

The sensitivity analyses below have been
determined based on the exposure to equity
price risks at the reporting date. If the prices of
the respective equity securities had been 10%
higher/lower, investment revaluation reserve
of the Group as at 31 December 2017 would
increase/decrease by HK$931,300 (2016:
HK$920,500) as a result of the changes in
fair value of the listed equity available-for-sale
investments held by the Group.
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TS E (&)
() &E%EK(E)
B EDAT (4F)
P EBHREEEEHEE T —
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AaL BB Y i - BT S BEE
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BTEREXTZBBEXREIEREAX
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XENEAFE - ERFAIIRDITZ
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42. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives

and policies (continued)
Credit risk

In order to minimise the credit risk arising from
the financial assets held by the Group, the Group
reviews the recoverable amount of each individual
trade and other debt at each end of the reporting
period to ensure that adequate impairment losses
are made for irrecoverable amounts. In this regard,
the management of the Company consider that the
Group’s credit risk is significantly reduced.

In respect of trade and other receivables, individual
credit evaluations are performed on all customers
requiring credit over a certain amount. These
evaluation focus on the customer’s past history of
making payments when due and current ability to
pay, and take into account information specific to
the customers as well as pertaining to the economic
environment in which the customers operate.
Debtors with balance that are past due are requested
to settle all outstanding balances before any further
credit is granted. Normally the Group does not obtain
collateral from customers.

The Group’s exposure to credit risk is influenced
mainly by the individual characteristics of each
customer. At the end of 31 December 2017, there
is concentration of credit risk with respect to the
receivables, as three customer (2016: One) is
responsible for more than 10% of the Group’s trade
and other receivables. In addition, the Group has
concentration of credit risk on liquid funds which are
deposited with several banks with good reputation.
Other than the above, the Group does not have any
other significant concentration of credit risk.

sre MR R

+tE+-A=+—BIEE
42. €T H )

b) BEREBEEEERBK &)

EEm A

REREAEEREZEREEMEL L
EEER AEEENEREMRENS
1IE‘JT£%&%¢M§%%ZEM&@:%§E\ * DATE
RELESA W S BRAHE R SRE R IR - 5L
o ARBERERR ARBEZEER
e AR -
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42. FINANCIAL INSTRUMENTS (continued) 42. T H #)

(b) Financial risk management objectives b) HERREEEEREEK &)
and policies (continued)
Interest rate risk Yk
The Group’s fair value interest-rate risk mainly arises AEBZAFENERREZHREME

25 26 K19 RIKBE 2 BE - AT RKES
REMEEER - ZFEE  ATRRES
REMEWE R TIIRE E MR L - EE

from borrowings, convertible bonds, and other loan
receivables as disclosed in Notes 25, 26 and 19
respectively. Borrowings, convertible bonds, and

other loan receivables were issued at fixed rates REBHBERFENERRE - AEEL &
which expose the Group to fair value interest-rate ReneMEREE  REAIEIZZEF

KB ZEE « AN B & R (T E R
BEMNEEBSOMBETA-

risk. The Group has no cash flow interest-rate risk
as there are no borrowings which bear floating
interest rates. The Group has not used any financial
instruments to hedge potential fluctuations in interest

rates.
The following table details the interest rate profile of THRAVNREBEENHREPHRF =X
the Group’s borrowings at the end of the reporting AR
period.
Group
ARE
2017 2016
—®—t# —E-rE
Effective Effective
interest rate interest rate
(%) HK$ (%) HK$
IR = (%) B BRFE %) BT

Borrowings BE 2-15% 12,799 6% 12,220
Convertible bonds AR E S 31% 256,562 16-31% 257,585
Other loan receivables E fib JE & X - - 8% (20,330)
Promissory note L EIR 6% 95,226 =
Total net borrowings ~ JF{EE42%8 364,587 249,475
Net fixed rate FELBEWFEE

borrowings as a BB DL

percentage of total

net borrowings 100% 100%

Starlight Culture Entertainment Group Limited
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42. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives

and policies (continued)
Interest rate risk (continued)

The interest rates and terms of repayment of the
Group’s borrowings, convertible bonds and other
loan receivables are disclosed in note 25, 26, 19
respectively to the consolidated financial statements.

At 31 December 2017, it is estimated that a general
increase of 100 basis points in interest rates, with all
other variables held constant, would decrease the
Group’s loss for the year and accumulated losses
by approximately HK$0.67 milion (2016: decrease
Group’s loss for the year HK$1.3 million).

The sensitivity analysis above has been determined
assuming that the change in interest rates had
occurred at the end of reporting period and had been
applied to the exposure to interest rate risk for the
borrowings in existence at that date. The 100 basis
point increase or decrease represents management’s
assessment of a reasonably possible change in
interest rates over the period until the next annual
reporting date.

The analysis is performed on the same basis for
2016.

B M BHRRN
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42. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives

and policies (continued)

Liquidity risk

Individual operating entities within the Group are
responsible for their own cash management,
including the short term investment of cash
surpluses and the raising of loans to cover expected
cash demands, subject to approval by the parent

company’s board when the borrowings exceed
certain predetermined levels of authority.

The Group’s policy is to regularly monitor current
and expected liquidity requirements to ensure that
it maintains sufficient reserves of cash to meet its
liquidity requirements in the short and longer term.

The following table details the Group’s contractual
maturity for its financial liabilities based on the agreed
repayment terms. The tables for non-derivative
financial liabilities have been drawn up based on the
undiscounted cash flows of financial liabilities based
on the earliest date on which the Group can be
required to pay.
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42. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives
and policies (continued)

Liquidity and interest risk table

B M BHRRN

tET A=t ALEE

/\‘/T\

42. €T H #)

b) BEREBEEEERBK &)

B EE KT @

Weighted More than More than
average 1 year but 2 years but Total Carrying
effective Less less than less than  undiscounted amount at
interest rate than 1 year 2 years 5 years cash flows 31 December
®+=A
IEEH Bil-F BBME AHE  =t+-82
BERHE PR-%£ (EFREME (ETBBLE HLREH fREE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% TAL FET FET FET FET
2017 - ok -3
Non-derivative financial liabilities 3474 &5 & &
Trade and other payables B REAMERTE 26,672 = = 26,672 26,672
Amounts due to non-controling ENRERREER
interest of subsidiaries ErnTE 22,985 - - 22,985 22,985
Borrowings &g
- interest bearing ) 2t015
2Z15 13,060 - - 13,060 12,799
Promissory note EAZE 6 100,500 - - 100,500 95,226
Convertible bonds —WHQ%%
- liability component (Note) BESA (M) 31 340,200 = = 340,200 256,562
503,417 - - 508,417 414,244
2016 ZE-RF
Non-derivative financial liabilities 474 &5 & &
Trade and other payables 25 &EWEH* 14,924 = = 14,924 14,924
Amount due to a related company B —EBE ARFE 2,519 = = 2,519 2,519
Amount dug to anon-controling R —RIIELR
interest of a subsidliary RS TAIE 22,580 - - 22,580 22,580
Borrowings B8
- interest bearing —38 6 12,340 - - 12,340 12,220
Convertible bonds nmHERES 1610 31
- liability component (Note) —-BEHH (M) 16231 80,850 340,200 = 421,050 257,585
133,213 340,200 - 473,413 309,828

Note: This is categorised based on contractual term of
redemption at maturity on the assumption that there
are no redemption or conversion of the convertible
bonds before maturity.

MIEE: b TR AR R AR A B H A 3 8 P () X 48 3
TR ES MR B HEE D2 & 0%
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For the year ended 31 December 2017 HZ-Z—+F+-A=+—HI&E
42. FINANCIAL INSTRUMENTS (continuea)

(c) Fair value measurements recognised
in the statement of financial position

(i)  Financial instruments measured at
fair value

HKFRS 13 requires an entity to classify
fair value measurements using a fair value
hierarchy that reflects the significance of the
inputs used in making the measurements. The
fair value hierarchy should have the following
levels:

(@) quoted prices (unadjusted) in active
markets for identical assets or liabilities
(Level 1);

(b) inputs other than quoted prices included
within Level 1 that are observable for
the asset or liability, either directly (i.e.
as prices) or indirectly (i.e. derived from
prices) (Level 2); and

(c) inputs for the asset or liability that are
not based on observable market data
(unobservable inputs) (Level 3).

Starlight Culture Entertainment Group Limited
Annual Report 2017
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© REBRREERZAFEH

() BAFEAEZZHIA
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(a)
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42. FINANCIAL INSTRUMENTS (continued)

(©)

Fair value measurements recognised
in the statement of financial position
(continued)

(i)  Financial instruments measured at
fair value (continued)

As at 31 December 2017, the financial assets
and liabilities measured at fair value in the

42. TR T H (@)
) REMBRRRERZAFET

E#)

() BAFESEZZHTAE
(&)

tET A=t ALEE

R-ZFB—+tF+-_A=+—B"R

BHEARARE AV EFENTRE

statement of financial position are grouped into E;RBEIRATAFEER:
the fair value hierarchy as follows:
Level 1 Level 2 Level 3 Total
£—0 et E=H st
HK$'000 HK$'000 HK$'000 HK$'000
FHT FHT FHAT TAT
Asset BE
Available-for-sale investments ~ A] #t &% & 9,313 = = 9,313
Liability BfE
Derivative financial liability TEemas = - (36,153) (36,153)
Contingent consideration B ARE
payable - - (1,563) (1,563)
Net fair values NTEFER 9,313 - (37,716) (28,408)
As at 31 December 2016, the financial assets RZE—RE+=ZA=+—H"
and liabilities measured at fair value in the HMBMRAREATEFENE ﬁsﬂlﬁ
statement of financial position are grouped into EXBESBUTAFEERT:
the fair value hierarchy as follows:
Level 1 Level 2 Level 3 Total
-8 -t E=8] st
HK$'000 HK$'000 HK$'000 HK$'000
FAET FAET FAET TAET
Asset BE
Avallable-for-sale investments A &% E 9,205 - - 9,205
Liability afg
Derivative financial liability TEemAE = = (6,260) (6,260)
Net fair values AFEFE 9,205 - (6,260) 2,945

EXXCREEEFRRAA
R LR
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For the year ended 31 December 2017 #Z_-F—

tET-AZT-ALEE

42. FINANCIAL INSTRUMENTS (continued)

(©)

Fair value measurements recognised
in the statement of financial position
(continued)

()

Financial instruments measured at
fair value (continued)

There have been no transfers between the
levels in the reporting period. The methods and
valuation techniques used for the purpose of
measuring fair value are unchanged compared
to the previous reporting periods.

Information about Level 1 fair value
measurement

Available-for-sale investments represent the
Group’s investments in listed securities in Hong
Kong, amounted to HK$9,313,000 (2016:
HK$9,205,000) as set out in note 17, is based
on Level 1 measurement which is determined
by quoted prices in active markets.

Information about Level 3 fair value
measurement

The fair value of derivative financial instrument
is determined using binomial option pricing
model and the significant unobservable input
used in the fair value measurement is the
expected volatility. The fair value measurement
is positively correlated to the expected volatility.
As at 31 December 2017, it is estimated
that while all other variables held constant,
an increase in the expected volatility by 5%
would have increased the Group’s loss by
HK$3,494,000 (2016: HK$1,503,000) while
a decrease in the expected volatility by 5%
would have decreased the Group’s loss by
HK$3,530,000 (2016: HK$1,888,000) for the
derivative component of Convertible Bond.

Starlight Culture Entertainment Group Limited
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42. €T H »)
(©) REHMRR KRR Z A FER

= (%)
() BAFEFIEZL@EITA
(#)

RBERN EBR 2 BESE -
REt8RTEZ ARG ERME
BAFE B 3R 45 B AR b 3 4 A o

FRASE—RAFHEHFEZER
AHPEREREASBREE LM
FEHZIEE  £%A9,313,0008 T
(ZZF—7X%F :9,205,000/87T) (|
WMIEEI7EIE) - 22 REIIIRIBEE —
BErE (RERM S 2 MEET )&

st
H o
It

FRAR=RAFEAEZEH

MTESBMTIAZAFENRA=E
ANHEEEEAEE  mAFER
EFRAZERTABRGAES
JEER IR AP EFTEHEIBHIL IR
EFREBEM R-_EE—+F+_-HA
EJF*E! THABMBRESITATLA
HomeE Gt A e &R

%,&%T """"" i FE R R _EFH5%
Al 7N £ B 2 &5 18 7% 42 503,494,000
B (ZZF— X% :1,503,000%
JT)  MIBERK IR T #5%  BIAREE
2 BB 43,530,000 7T (=&
—7N4F © 1,888,000 7T ) °
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42. FINANCIAL INSTRUMENTS (continueq)

(©)

Fair value measurements recognised
in the statement of financial position
(continued)

(i)  Financial instruments measured at
fair value (continued)

Information about Level 3 fair value
measurement (continued)
Significant inputs as follows:

Derivative financial liability — Convertible Bond
derivative component

42. TR T H (@)
) REMBRRRERZAFET

E#)

() BAFEHEZEBTA
(%)
FAE=RAFEABRZER
(%)

ARAEAHABET:

TEERBE-ARRESITET
E&n

2017 2016
—T—tF AN &

Underlying stock price R E
Conversion price B E
Risk-free rate 1 3 g 1 2
Expected volatility TEHA R b
Expected dividend yield TEHARR B &
Discount rate IR

HK$3.08 per share  HK$1.45 per share

B 1%3.08# T TR1.458 T
HK$5 per share HK$5 per share
BH5ET FREE T
1.039% 1.032%

84.83% 63.36 %

9.188% 7.436 %

EXXCREEEFRRAA
R LR
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For the year ended 31 December 2017 HEZ-E—+ &+ -A=+—HItFE

42. FINANCIAL INSTRUMENTS (continued) 42. T H #)

(c) Fair value measurements recognised
in the statement of financial position
(continued)

(i) Financial instruments measured at
fair value (continued)

Information about Level 3 fair value
measurement (continued)

The fair value of contingent consideration
payable is determined using monte carlo
simulation valuation method and the significant
unobservable input used in the fair value
measurement is the expected revenue drift
rate. The fair value measurement is positively
correlated to the expected revenue drift rate.
As at 31 December 2017, it is estimated that
while all other variables held constant, an
increase in the expected revenue drift rate
by 5% would have increased the Group’s
loss by HK$2,779,000 (2016: HK$NIl) while
a decrease in the expected revenue drift rate
by 5% would have decreased the Group’s
loss by HK$1,387,000 (2016: HK$NIl) for the
contingent consideration payable.

€ RMBHRRRERD>AFEE

E#)

() BAFESEZZHTAE

(%)
FRS=RAFEFEZEH
(%)

ERIARBZRAFEDNERR
WREERGELET MAFE
HEPRBZERTABEEHA
EABHKZRBER A FEFE
HBEHKREYEEERE-R=F
—t+tE+-_A=+—HB mENK
AREME EHeHWATE Etbr &
AE#HFTE MBHKRRE R
EF5% - BIARNEE 2 & E % hn
2,779,000 L (ZE—RF - T&
J0) ¢ MmIB RIS RS R T 5% Al
REE 2 EERER 41,387,000 7T
ZE-RFEET) o

Significant inputs as follows: BEREABNT:
Contingent consideration payable component JERT S AR E &5
2017
—T—tE
Number of simulation RigE 5,000
Annualized revenue drift rate FlozERB = 156%
Annualized revenue volatility F W R R 56%
Discount rate PrimE 27%

Starlight Culture Entertainment Group Limited
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43. EVENTS AFTER THE REPORTING
PERIOD

44,

On 29 March 2018, Rare Jewels Limited (the “Vendor”),
a company incorporated in the British Virgin Islands with
limited liability and is wholly owned by Mr. Yan, the Vendor
entered into a side letter (the “Side Letter”) with the
Company, pursuant to which the Vendor has irrevocably
and unconditionally agreed and undertaken to the
Company the following:

M

(il

)

The Vendor and the Company shall jointly appoint
an independent valuer, to conduct a valuation of
Starlight Legend Group as at 31 December 2018
(the “Updated Valuation”). The determination by the
independent valuer shall be final and binding on the
Vendor and the Company.

If the Updated Valuation is less than US$25,000,000,
the Vendor irrevocably, unconditionally, and
absolutely agrees to waive and forgo the principal
amount of the Promissory Note payable by the
Company under the Promissory Note to the extent
of an amount equal to the difference between the
Updated Valuation and US$25,000,000.

The due date of the Promissory Note shall be
extended until 12 December 2019.

APPROVAL OF CONSOLIDATED
FINANCIAL STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the Board of Directors on 29 March
2018.

sre MR R

tET A=t ALEE

43. REMREIR

R-_ZE—N\F=8=-+518 Rare Jewels
Limited (&7 ] - *FEJJE’\”J%JEﬁ%%E\Eﬂ%W
YHBERARVHELEZERF)HAR

T — 0B ek CTRZB ] ) - &tk - EHTT@
B EE G ARRRE AR TSE:

() EBEARARBEHRZE-ZBILAE
B ¥f Starlight Legend&E BN — T — )\ F
T A=+ —RAZHEETHME ([EH
HED -BUHEMZREHES A
NEHBEBARAEMERLORS -

(i)  HEFEEE®25,000,000% T QIEH
TATEE - BEEETEHEERER
BMEARRRBRBE &L EEE T2 &
HEBASTE HUMEERENGER
25,000,000 T2 Mz ZE B AR -

(i) AREBEZIBHABERE_FT—NF
+=—A+=H-
44. It G SMBRE
KA MBRETIEEETERN —NE=ZA

T NABHERRETE

EXXCREEEFRRAA
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Financial Summary

B T5 AR

RESULTS

E 3

For the year ended 31 December

BE+-RA=+—-HIL=EE

2013 2014 2015 2016 2017
—E-ZF —ZZT-NF —FT-HF —T—RF ZE—tHF
HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
TBT T FBT FET FHET
Revenue (including continuing and Ytz ( B EHE L&
discontinued operations) LM 2 TE) 75,791 52,165 194,857 195,562 39,958
Profit (loss) before taxation BREETE T (BE) 338,037 (17,736) (23,026) (50,563) (297,979)
Income tax (expense) credit FER (AR 6,274 = (961) (331) -
Profit (loss) for the year FERA (BE) 344,311 (17,736) (23,987) (50,894) (297,979)
attributable to owners of RRAFHEE AEML
the Company 344,311 (17,736) 8,734 (39,766) (294,439)
attributable to non-controlling IR EG
interests - - (32,721) (11,128) (3,540)
ASSETS AND LIABILITIES EEREBRE
As at 31 December
R+ZA=+-H
2013 2014 2015 2016 2017
—E-=F ZZ—mnmFg —ZT-hF ZT-—RF ZET—tF
HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
FET FETT FHBT FET FHET
Total assets BEE 139,457 191,258 553,785 381,652 342,432
Total liabilities BafE (106,104) (46,560) (435,537) (317,147) (452,877)
33,353 144,698 118,248 64,505 (110,445)
Equity ey
attributable to owners of KRB AR
the Company 33,353 144,698 150,930 108,370 (68,990)
attributable to non-controlling FEIEREREG
interests - - (32,682) (43,865) (41,455)
Total Bt 33,353 144,698 118,248 64,505 (110,445)

Starlight Culture Entertainment Group Limited

Annual Report 2017
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