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Principal accounting policies

The principal accounting policies adopted in the preparation of these accounts

are set out below:

(a)

(b)

Group reconstruction and basis of preparation

The company was incorporated in Bermuda on 29th October 1999 as
an exempted company with limited liability under the Companies Act

1981 of Bermuda (as amended).

Pursuant to a group reconstruction (the “group reconstruction”) completed
on 19th January 2000 to rationalise the group structure in preparation of
the listing of the company’s shares on The Stock Exchange of Hong Kong
Limited (the "Stock Exchange”), the company became the holding company
of the group. The company’s shares were listed on the Stock Exchange
on 15th February 2000.

The group comprising the company and its subsidiaries resulting from the
group reconstruction is regarded as a confinuing entity. Accordingly, the
accounts of the group have been prepared as if the company had always
been the holding company of these subsidiaries. The group reconstruction
is accounted for using merger accounting as permitted by the Hong Kong
Statement of Standard Accounting Practice 2.127 "Accounting for group
reconstructions”. In the opinion of the directors, the accounts prepared
on this basis present fairly the state of affairs, results and cash flows of
the group.

The accounts have been prepared under the historical cost convention as
modified by the revaluation of certain leasehold land and buildings in
accordance with accounting principles generally accepted in Hong Kong
and comply with accounting standards issued by the Hong Kong Society

of Accountants.
Basis of consolidation

The consolidated accounts included accounts of the company and its
subsidiaries made up to 31st December. Apart from the group
reconstruction set out in note 1(a) above, the results of a subsidiary
acquired during the year are included in the consolidated profit and loss

account from the effective date of acquisition.
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(b)

(c)

Principal accounting policies (Continued)

Basis of consolidation (Continved)

A subsidiary is @ company in which the group, directly or indirectly,

controls more than half of the voting power or issued share capital or

controls the composition of the board of directors.

All significant intercompany transactions and balances within the group

are eliminated on consolidation.

In the company’s balance sheet the investments in subsidiaries are stated

at cost less provision, if necessary, for any diminution in value other than

femporary in nature. The results of subsidiaries are accounted for by the

company on the basis of dividends received and receivable.

Fixed assets

(i

leasehold land and buildings

leasehold land and buildings are stated at valuation, being open
market value for existing use at the date of revaluation, less
subsequent accumulated depreciation. Independent valuations are
performed periodically. In the infervening years, the directors review
the carrying value of the leasehold land and buildings and
adjustment is made where there has been a material change.
Increases in valuation are credited to the properties revaluation
reserve. Decreases in valuation are first offsef against increases
on earlier valuations in respect of the same property and are
thereafter debited fo the profit and loss account. Any subsequent
increases are credited to the profit and loss account up to the
amount previously debited.

Depreciation of leasehold land is calculated fo write off its valuation
over the unexpired period of the lease.

Depreciation of leasehold buildings is calculated to write off their
valuation over the unexpired periods of the leases or their expected
useful lives to the group whichever is shorter. The principal annual

rate used for this purpose is 2%.

(b)

(c)
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Principal accounting policies (Continued)

Fixed assets (Confinued)

(i)

(i)

(iv

(v)

Other tangible fixed assets

Other tangible fixed assefs are stated at cost less accumulated
depreciation. Other tangible fixed assets are depreciated af rates
sufficient to write off their cost over their estimated useful lives on a

reducing balance basis. The principal annual rates are as follows:

leasehold improvements 33.3%
Plant and machinery 10%
Office equipment 20%
Studio and lighting equipment 20%
Motor vehicles 20%
Furniture and fixtures 15%

Gain or loss on disposals of fixed assets

The gain or loss on disposal of a fixed asset is the difference
between the net sales proceeds and the carrying amount of the
relevant asset, and is recognised in the profit and loss account.
Any revaluation reserve balance remaining attributable fo the
relevant asset is transferred fo refained profits and is shown as a

movement in reserves.
Cost of restoring and improving fixed assets

Maijor costs incurred in restoring fixed assets fo their normal working
condition are charged fo the profit and loss account. Improvements
are capitalised and depreciated over their expected useful lives to
the group.

Impairment of fixed assets

The carrying amounts of fixed assets are reviewed regularly fo
assess whether their recoverable amounts have declined below
their carrying amounts. Expected future cash flows have not been

discounted in defermining the recoverable amount.

(c)
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(d)

(e)

Principal accounting policies (Continued)
Assets under leases
(i) Finance leases

leases that substantially transfer to the group all the risks and
rewards of ownership of assefs, other than legal fitle, are accounted
for as finance leases. At the inception of a finance lease, the fair
value of the assef is recorded together with the obligation, excluding
the inferest element, fo pay future rentals. The corresponding lease

commifments are shown as obligations under finance leases.

Payments fo the lessor are freated as consisting of capital and
inferest elements. Finance charges are debited fo the profit and

loss account in proportion fo the capital balances outstanding.
[i)  Operating leases

leases where substantially all the risks and rewards of ownership
of assets remain with the leasing company are accounted for as
operating leases. Rentals applicable to such operating leases are
charged to the profit and loss account on a straightline basis over

the lease term.
Inventories

Inventories are stated at the lower of cost and net realisable value. Cost
is defermined on the first-in, firstout basis on the purchase prices of
inventories including direct expenses. Nef realisable value is the price at
which inventories can be sold in the normal course of business affer
allowing for the costs of realisation and, where appropriate, the cost of

conversion from their existing state fo a finished condition.

(d)

(e)
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(f)

(9)

Principal accounting policies (Continued)
Film right deposits

licence fees paid in advance and/or by instalments during the production
of films under licensing agreements for the reproduction and distribution
of audio visual products and subrlicensing of film titles, mainly in the form
of video programmes, in specific geographical areas and time periods,
are accounted for as film right deposits. The balance payable under the

licensing agreement is disclosed as a commitment.

In those cases where the group is unable to exercise its rights under a
licensing agreement because the film producer fails to complete the film,
the group writes off the difference between the advances made and the

estimated recoverable amount from the film producer.

When the group decides nof to exercise its rights under a particular
licensing arrangement after the licensor has fulfilled all the licensing
conditions, all advances made under that licensing arrangement will be
written off o the profit and loss account.

Film rights
[i)  Film rights

Film rights represent licence fees fully prepaid and are stated at
cost less accumulated amortisation. They are rights for the
production and distribution of audio-visual products and sub-
licensing of film titles, mainly in the form of video programmes.

[i)  Amortisation of film rights

The cost of film rights is amortised in the proportion that actual
income earned during the year bears fo the total esfimated income
from the reproduction and distribution of audio visual products

and sub-licensing of film rights.

(f)

(9)
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(9)

(h)

(i)

Principal accounting policies (Continued)

Film rights (Confinved)

(i)

[iv

v)

Current/non-current portion of film rights

The portion of film rights expected to be amortised within twelve
months of the balance sheet dafe is reported as a current asset.
The portion of film rights expected fo be amortised in more than
twelve months from the balance sheet date is reported as a non-

current asset.

Provision against film rights

In the case where there is a permanent diminution in value, the
remaining balance is written down to its estimated recoverable
amount.

Write-off of film rights

In the case where the film rights cannot be distributed or fully

amortised within five years from their dates of acquisition, the
remaining balance will be written off at the end of the fifth year.

Trade receivables

Provision is made against frade receivables fo the extent that they are

considered to be doubtful. Trade receivables in the balance sheet are

stated nef of such provision.

Deferred taxation

Deferred taxation is accounted for at the current taxation rafe in respect

of timing differences between profit as computed for taxation purposes

and profit as sfated in the accounts to the extent that a liability or an

asset is expected fo be payable or recoverable in the foreseeable future.
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(i)

(k)

()

Principal accounting policies (Continued)

Translation of foreign currencies

Transactions in foreign currencies are translated af exchange rates ruling

at the transaction dafes. Monetary assets and liabilities expressed in

foreign currencies at the balance sheet date are translated at rates of

exchange ruling at the balance sheet date. All exchange differences

arising in these cases are dealt with in the profit and loss account.

Borrowing costs

Borrowing costs are charged fo the profit and loss account in the years in

which they are incurred.

Revenue recognition

(i

i)

(i)

[iv)

v

Revenue from the distribution of video programmes is recognised
on the fransfer of risks and rewards of ownership, which generally
coincides with the fime when the video programmes are delivered

fo customers and the title has passed.

Revenue from sub-icensing of video programme rights is recognised
upon delivery of the pre-recorded audio visual products and other
materials for the video programme rights including the master fapes
fo the customers, in accordance with the terms of the underlying

contracts.

Film exhibition income is recognised when the right to receive
payment is esfablished.

Video conversion fee income is recognised when the video
conversion process has been completed. The process includes

duplication, editing and subHitling services rendered.

Rental income and interest income are recognised on an accruals

basis.
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2 Turnover, revenues and segment information 2 BRE -BARSHEEH
The group is principally engaged in distribution of video programmes, sub- AEEBFERESHTEGAHE  ERFKEHE BT
licensing of video programme rights, film exhibition and provision of video 7 BYRBRRREZ G ERRYE - FRAEHER
conversion services. Revenues recognised during the year are as follows: ZWAIT
2000 1999
. 1 1 22 —hhh%E
HK$’000 HK$'000
FET TET
Turnover ERRE
Distribution of video programmes BITHRENE 98,145 107,546
Sub-licensing of video programme rights ERYGHE BTHE 45,489 52,525
Film exhibition income EFHBZ A 429 —
Video conversion fee income TG ERIRA 502 1,863
144,565 161,934
Other revenues HA A
Rental income in respect of plant and BUaL vtk
machinery WA 3,150 4,660
Rental income in respect of studio and TREERBES
lighting equipment WA 728 —
Inferest income MEWA 1,080 2,164
......... 4,958 . 5824
Total revenues FEUIPN 149,523 168,758
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2 Turnover, revenues and segment information 2 EX¥E -BARSEEHE)
(Continued)
An analysis of the group’s turover and contribution fo profit before taxation by AEEREB RS D 2 & X8 RRTANE N 2B
business segment and geographical segment is as follows: DITWAT :
Contribution to
Turnover profit before taxation
ExH BT T
2000 1999 2000 1999
—ETTE —NNNE ZBEEFE —ANANE
HK$’000 HK$'000 HK$’000 HK$'000
FET FET FET FHET
Business segments: REKE S -
Distribution of video programmes BITARE B 98,145 107,546 3,341 6,461
Sub-licensing of video programme rights BRYGHE RTHE 45,489 52,525 26,944 27,657
Film exhibition income B Z A 429 — 429 —
Video conversion fee income TR A ERA 502 1,863 502 1,863
Other revenues and expenses Hip AR F = - - (488) 6,784
144,565 161,934 30,728 42,765
less: finance costs W MEER (363) (2,383)
Profit before taxation B 5 A A 30,365 40,382
Geographical segments: BHRE S
Hong Kong and Macau BE KRN 99,340 109,569 4,272 8,484
Asia [other than Hong Kong and Macau) Tl (B8 BRI AN 31,625 30,310 18,842 16,255
North America pIES 3,000 8,300 1,787 4,268
Australia SN 10,600 13,755 6,315 6,974
Other revenues and expenses Hit g A R A% - = (488) 6,784
144,565 161,934 30,728 42,765
less: finance costs W REER (363) (2,383)
Profit before taxaion B 3 A @ 30,365 40,382
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3 Operating profit

Operating profit is stated after charging the following:

Cost of inventories sold
Amortisation of film rights
Provision against film rights
Auditors’ remuneration

— current year

— underprovision in prior year
Depreciation

— owned fixed assefs

— leased fixed assets

Staff costs including directors’ emoluments

4 Finance costs

Interest on bank loans and overdrafts
Interest element of finance lease

payments
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2000
—LEEE
HK$’000
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7,253

4 MREREA

2000
—ETEE

—_—=Ts
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FRT
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179
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5 Taxation

Hong Kong profits tax has been provided at the rate of 16% (1999: 16%) on
the estimated assessable profits for the year.

The amount of taxation charged to the consolidated profit and loss account

represents:

& B FEH

— REE

— LEERERG
EREHLE (H3E21)

Hong Kong profifs tax
— current year
— overprovision in prior year

Deferred taxation (note 21)

6 Profit attributable to shareholders

The profit atiributable o shareholders is dealt with in the accounts of the company
to the extent of a loss of HK$201,000 (1999: Nil).

7 Dividends

No dividends have been paid or declared by the company for the year (1999:
Nil). During the year ended 31st December 1999, interim dividends of
HK$54,575,000 were paid by a subsidiary of the company to its then

shareholder prior to the group reconstruction.

5 W&

BEANGHIRAFEGEAERTENEHNEI16%
(ZAARE : 16%) Bl -

KRB REIRMBR 2 HIARRE

2000 1999
—ESESF —hANE
HKS$’000 HK$'000
F#EIT TFET
4,665 6,110
(33) -
1,704 670
6,336 6,780
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8 Earnings per share

The calculation of basic earnings per share is based on the group's profit
aftributable to shareholders of HK$24,029,000 (1999: HK$33,602,000)
and on the weighted average of 145,389,344 (1999: 112,500,000 ordinary

shares in issue during the year.

In determining the number of ordinary shares in issue, the 2,000,000 shares
issued before the listing of the company’s shares set out in note 17(a) and the
capitalisation issue of 110,500,000 shares after the listing of the company’s
shares sef out in note 17(c) were deemed fo have been in issue on Tst January
1999.

No diluted earnings per share for each of the years ended 31st December

2000 and 1999 is shown as there were no dilutive potential ordinary shares.

9 Retirement scheme

With effect from the 1st December 2000, the group has set up a defined
contribution retirement scheme, the mandatory provident fund scheme (the “MPF
Scheme”) for all the eligible employees of the group. The group did not provide
retirement benefits for its employees prior fo sef up of the MPF Scheme.

Under the MPF Scheme, the employees are required to contribute 5% of their
monthly salaries up to maximum of HK$1,000 per employee and they can
choose to make additional confributions. The employer's monthly contributions
are calculated at 5% of each employee’s monthly salaries up to a maximum of
HK$ 1,000 (the “mandatory contributions’). The employees are entitled to 100%
of the employer's mandatory contribution upon their refirement af the age of 65

years old, death or fotal incapacity.

As at 31 st December 2000, the group’s contributions to the MPF Scheme
amounted fo HK$19,000 (1999: Nil).

Contingent liabilities for long service payments to employees of the group
pursuant fo the requirements under the Employment Ordinance of Hong Kong
are set outf in note 24.
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10 Directors’ and senior management’s emoluments 10 EXEREREEARHS
(a) Directors’ remuneration (a) EXEHE

The aggregate amounts of emoluments paid or payable to directors of REFEENIENARAETZMEBENT :

the company during the year are as follows:

2000 1999
—ZTETE —ANE
HK$’000 HK$'000
FHET T
Fees ok 200 -
Other emoluments: Hipfi& :
Basic salaries, housing allowances, ERgFe BEER
other allowances and benefits Hin 2 REY
in kind Fz 2,007 1,010
Discretionary bonuses TEAL - 43
Retirement scheme contributions RIRGT Bt 4 -

2,211 1,053

Directors’ fees disclosed above were paid to independent non-executive FXBRBEZEZHE IMBUFRTESIMN (—H
directors [1999: Nil). NNE : &) -

No directors waived any emoluments during the year (1999: Nil). The BEEENFARELAME —ANNEF  B) - &

emoluments of the directors fell within the following band: EMeBEMT :
Number of directors
EEAB
2000 1999
. 1 1 22 —hhh%E
Nil - HK$ 1,000,000 Z£—1,000,0004 7T 6 4
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10 Directors’ and senior management’s emoluments

(b)

(Continved)

Five highest paid individuals

The five individuals whose emoluments were the highest in the group for
the year include two (1999: Three) directors whose emoluments are

reflected in the analysis presented above. The emoluments payable to

the remaining three [1999: Two) individuals during the year are as follows:

Basic salaries, housing allowances, EX#Fe  BERY -

other allowances and benefits Hi R RED
in kind k=

Bonuses B4l

Retirement scheme contributions RIRFTEI R

The emoluments of these three (1999: Two) individuals fell within the
following band:

Nil - HK$ 1,000,000 Z—1,000,000/% 7T

10 EXREREEARMSE (@)

(b) EBBEFAL

AEERFEILRSHFALBERE CANNF
ZR)EF NEIHMECER EXZAM - RER
ENEH=2 (—ANNF : MB) ALZBEWT

2000 1999

t 1 1 23 —AANE
HK$’000 HK$'000
TExT THET
1,508 383

= 45

2 —

1,510 428

Z=B(CANNE  MB) AL ZHESBENT :

Number of individuals

AB
2000 1999
i £ 2 2:3 —AANE
3 2
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11 Fixed assets 11 BERE
Group
F5%E
Leasehold Plant Studio and Furniture
londand  Leasehold and Office lighting Motor and
buildings improvements  machinery | equipment  equipment vehicles fixtures Total
BRIBREF HERWRKE  BERAS | BOZER KOREXRRE RE  RARKE 2kt

HK$:000 Hk$'000 Hk$'000 HK$000 Hk$ 000 HK$'000 HK$'000 HK$'000
TEL AT AT TAT TEL TEL T TEL

Cost or valuation: A fhE :
At Tst Januory 2000 RZEEEF-f-H 7,730 = 22,088 17,925 - 4,081 2,580 54,404
Additions R = 1,164 4,574 2460 8,000 533 1,593 18,324
Revaluation &ff 100 = - - - - - 100
Disposals e = = = = (900) = - 900)
At 315t December 2000 RZFE5F+-A=1-H 7,830 1,164 26,602 20,385 7,100 4614 4173 71,928
Accumulated depreciafion: ZitE:
At 1t January 2000 RZZ5%5-f-H 26 - 3,962 14,763 - 2988 2,053 23792
Chorge for the year rEEER 154 258 2,103 769 462 265 134 4,145
Reveluation Bff (180 - - - - - - [180)
At 315t December 2000 RZEZTE+-R=1-A = 258 6,005 15,532 462 3,253 2,187 27757
Net book value: REFE:
At 315t December 2000 RZFTEET-A=1-H 7,830 906 20,597 4853 6,638 1,361 1986 44171
At 315t December 1999 R-AANETZA=1-H 7,704 - 18,126 3,162 - 1,093 527 30,612

The analysis of the costor valuation Ll EER-ESE5
as ot 31st December 2000 of TZR=+-BZRA
the above assets is as follows: SEEAET :

At cost KA = 1,164 26,602 20,385 7,100 4,614 4173 64,008
At 2000 valuation “TRTERR 7,830 = = = = = = 7,830
7,830 1,164 26,602 20,385 7,100 4,614 4,173 71,928
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11 Fixed assets (Continved)

[a]  The group's leasehold land and buildings are all situated in Hong Kong
and are held under mediumerm leases.

[b]  The leasehold land and buildings were revalued by directors at 31st
December 2000 on the basis of open market value in existing use with
reference fo a valuation report from Insignia Brooke (Hong Kong) Limited,
an independent firm of professional valuers. The net surplus arising on

valuation has been credited fo the properties revaluation reserve account.

[c)  The carrying amount of the leasehold land and buildings that would be
included in the accounts if they were carried at cost less accumulated
depreciation is HK$2,528,000 (1999: HK$2,602,000).

(d) At 31st December 2000, the leasehold land and buildings with a tofal
net book value of HK$7,580,000 (1999: HK$7,455,000) are pledged

to a bank to secure banking facilities granted to the group (nofe 23).

le) At 31st December 2000, the cost and accumulated depreciation of fixed
assefs held by the group for use in operating leases amounted to
HK$22,088,000 (1999:HK$22,088,000] and HK$5,775,000
(1999: HK$3,962,000) respectively.

[l The aggregate net book value of assets held under a finance lease af
31st December 2000 amounted to HK$101,000 (1999:
HK$7,696,000).

12 Investments in subsidiaries

Unlisted shares, at cost JE E W R R A
Amount due from a subsidiary & WL Y /&8 2 R R IE

The amount due from a subsidiary is unsecured, interest free and has no fixed

ferms of repayment.

[al

(b)

(c)

(d)

le]

12

EERE (&)

AKEMEHELHRBTHURERE @ LK
RHETHARA

MELHEBTFR-_ZZRF+_A=+—R
MEF2ZHUEXGEMRABEMTZHE
EREREZFRAREARTEELER - B
GEEFECTADEELRBR -

MERARBATERE - RISt ARE 2HE
T RIBTIREERE &2,528, 0008 T (— L
A&+ 2,602,000%7T) °

RZZZZF+_A=+—R  AEEERIK
HFEAH£7,580,0008 T (—AANF -
7,455,000%7T) < HET KRBT - (FRME
BITRE 2R (HEE23) -

“EETFEFT_A=1—H FTEEREBLE
BOBEETEEZKARRAFTED RS
22,088,000 T (—NAJLEF : 22,088,000/
) K5,775,000B L (—AAAF -
3,962,000/ 7T) °

RIZZTEF+-_A=+—R  BREREED
A EERMFERER101,000ETT (—1
ANE 1 7,696,000%7T) °

HNBARZRE

Company
FoF
2000
it 1 2 23
HK$’000
F&IT

83,553
42,072
125,625

FEMBLARFBEABRERRLE BEEEEN

,HH o
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12 Investments in subsidiaries (Continved)

The following is a list of the subsidiaries at 31st December 2000:

Name

KFER

Ocean Shores (BVI|
Limited

Ocean Shores

Licensing Limited

Ocean Shores Video
Limited
BEHYERAF

Ocean Shores
Distribution Limited
BEETARAH

*

Place of
incorporation

&F i 1L b B

British Virgin
Islands

ABRUES

British Virgin
Islands

RBRUES

Hong Kong
BB

Hong Kong
BB

shares held directly by the company

Principal activities
and place of operation

IRRBRERBE

Investment holding in
Hong Kong
REBEBREER

Subrlicensing of video
programme rights outside
Hong Kong and Macau

REERRFAIME R

BRTAREE BT

Distribution of video
programmes, film exhibition,
provision of video conversion
services in Hong Kong
and Macau

REBRRFIZETER
B R ERH
REZR G A BIRRS

Subrlicensing of video
programme rights in Hong Kong

REBEEZRME BT

12 HREARZE®RE (&)
UTAE-_ZZEF+_A=+—HZHEARIRE :
Interest

held
it £

Particulars of

issued share capital

cRiTR*

1,000 ordinary shares *100%
of US$1 each

1,0008 B AR EE1E T
BB

10,000 ordinary shares 100%
of US$1 each

10,000/ & fx E &
1€ 2 Bk

10 ordinary shares 100%
of HK$100 each and
20,000 non-vofing deferred
shares of HK$100 each
10/ A EE 10078 T
2 &Rk 5. 20,0008
BREEI00E T2
ERZRELTR D

,000,000 ordinary shares 100%
of HK$ 1 each
000,000/ FREHE &

1B BBk

Y REBRODBARREERRE
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13 Film rights

At Tst January
Additions
Amortisation

Provision against film rights

At 31st December

Current portion of film rights

14 Inventories

Raw materials

Finished goods

At 31st December 2000, no inventories were carried at net realisable value

[1999: Nil).

~A—A
RE
E
EHETRER

+=-R=+—8H
BRI ZREEBG

F#
BUK

13 ERRTH

2000
t- 1 -1 -
HK$7000

FET

78,300
60,198
(25,402)

113,096
(32,527)

80,569

14 #K

2000
k- 3133
HK$’000
FRT

1,637
3,428

5,065

BHEAR(-ANNE : E) -

Group
F5%E

1999
—hhh%E
HK$'000
TR

88,963

46,708

(56,671)
(700)

78,300
(25,290

53,010

Group
F5%E

1999
—hARF
HK$'000
TET

946
2,024

2,970
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15 Trade receivables

The distribution of video programmes, film exhibition income and video
conversion fee income are on open account terms with credit terms of 30 days
fo 60 days. The sub-licensing of video programme rights are covered by

customers' deposits placed with the group.

At 31st December 2000, the ageing analysis of the trade receivables is as

follows:

0-30 days ZZE30H
31-60 days 31ZE60H
61-90 days 61£90H
Over 90 days Q0B k£

16 Trade payables

At 31st December 2000, the ageing analysis of the trade payables is as follows:

T£30H
31260H

0-30 days
31-60 days

15 HAEKKRIEA

BIOPAME  ESRHRBEART R BRKAY
MR AN - EEHMNFI0RE0BTE - ER
BRYGHARTE FPARAKEXNEZEE -

—EETE+_A=+—0  BHREUFKEZIRESD
MaE -

Group

F5E
2000 1999
ot 1 1 22 —ANNEF
HK$’000 HK$'000
FET FET
178 100
1,450 1,108
1,968 1,616
873 29
4,469 2,853

16 RHEMAKREA

“ZEEREET_RA=+—R  ESEMNFIEZIRERS

WaE -

2000 1999

ot 1 1 22 —hhn%E
HK$’000 HK$'000
TET TR
329 499

141 192

470 691
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17 Share capital

Authorised:
Ordinary shares of HK$0.10 each
On incorporation, and af
31st December 1999
and Tst January 2000
Increase in authorised share capital
(note (a))

At 31st December 2000

lssued and fully paid:
Ordinary shares of HK$0.10 each

Issue of shares on 5th November 1999,

and at 31st December 1999 and
I'st January 2000

1,000,000 shares issued on
5th November 1999
credited as fully paid (note (al)
lssue of shares during the year
(notes (a), (b) and (c])

At 31st December 2000

EERA
SREEO.10B T2 EBK
REMBE - —AANE
+-A=+—-HkK
—ETTE—-H—H
VA TE BRI AN

(&(a))

—2FEET-A=1+-A

BEITRARRA :
SREEO. 1082 EBK
—AANFE+—RAEA
BIZBRH R—AANE
+-A=+—8
k=TT ETF—-H—H
—AANFE+—ARBET
Z.1,000,0008% f% 15
ARSI AEE (Ea)
FRETRN
(&Ela) ~ (b) Rfc])

—FFEFt-A=+-A

17 BF

Company

Number
of shares
['000)
FhR

1,000
999,000

1,000,000

1,000

149,000

150,000

HK$'000
TET

100
99,900

100,000

14,900

15,000
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17 Share capital (Continved)

Pursuant fo written resolutions of sole shareholder of the company passed
on 19th January 2000, the authorised share capital of the company was
increased from HK$ 100,000 to HK$ 100,000,000 by the creation of
an additional 999,000,000 shares of HK$0.10 each. On the same
date, 1,000,000 shares of HK$0.10 each of the company were issued
at par and credited as fully paid. The 1,000,000 shares previously
issued nil paid on 5th November 1999 were also credited as fully paid
at par.

(al

The then shareholders of Ocean Shore (BVI) Limited exchanged their shares
in Ocean Shore (BVI) Limited for these 2,000,000 shares of the company.
As a result, the proportion of their shareholding interests in the company
after the share exchange was the same as that of their shareholding
inferests in Ocean Shores (BVI) Limited before the share exchange.

(b)  On 15th February 2000, 37,500,000 ordinary shares of HK$0.10
each were issued for cash to the public at HK$1.33 per share (the “new
issue”]. The excess of the new issue proceeds over the par value of the

shares issued was credited fo the share premium account of the company.

[c]  Alsoon 15th February 2000, 110,500,000 ordinary shares of HK$0.10
each were issued (the "capitalisation issue”) and allotted as fully paid at
par to the shareholders whose names appeared on the register of members
of the company as af the close of business on 19th January 2000 in
proportion to their then respective shareholdings in the company by way
of capitalisation of a sum of HK$11,050,000 standing to the credit of

the share premium account of the company after the new issue.
18 Share options

On 19th January 2000, the company adopted a share option scheme under
which the directors may, at their discrefion, invite any fullime employees or
executive directors of the group to subscribe for ordinary shares of HK$0.10
each in the company. The maximum number of shares in respect of which options
may be granted under the scheme may not exceed 10% of the issued share
capital of the company from time to time, excluding the shares issued on the
exercise of opfions granted pursuant fo the share option scheme or any other
scheme.

No share options were granted during the year and there were no share options
outstanding at the balance sheet date. On 7th February 2001, the company
granted 10,000,000 shares options of HK$0.10 each to employees of the
company and its subsidiaries at exercise price of HK$0.361 with exercise

period from 7th February 2001 to 18th January 2010.

17 B&*F (&)
BEAAFARE-BRRR_ZZTF AT /A
BBZEEMARABRER - ARFIER99,000,000
BREREEC. V0BT 2B - FIEERAKH
100,000 7t % 100,000,000 T < R A -
RAFIREEET1,000,0000 FREEO. 10
BT ARINBHRRD - R—ANAAF+—
AT B AR A #1721,000,0008% A%
DIREREEARI AR -

(a)

Ocean Shore (BVI) Limited & B 7 BX B 1 F 5 2
Ocean Shore (BVI) Limitedf% 17 32322,000,000
BRARRRRGD o Bt - HERNIEREAE 2R
B IR HE L ) B2 1% F AR BT AT B 2 Ocean
Shore (BVI) Limited A& #E Lt BIFE R

bl —TETE_A+HE  ARRKRER .33

T2 BRARRALETTI7,500,0008 ZAE
BO. 10T EBRNARRS ([HTH
) - BITHRABRIARAD ETRNEE

F K

ZEBEBBARRR ZRMEER -

“ZEZFE_ATRA ARAERGEER
REEHIE I ZEIRT 1,050,000 THET
AR BEEA_-ZZTF-ATLBRIE
AERERIIADARREMZBIR - SEE
B E B MR R BRE L f 1T R
110,500,000/ SR EEO. 10B T 2 B2 & &
B (TER(ET]) -

[c]

18 FMRR i

“TETFE-[TNE ARARBEBRESE - E
FERERFEASEEMNEBERXNTESRE
ARAEREEO. 10ET 2 BB  RiFZT B
ZBBRES R 2 Bin BB T SBAA AR TR H
TIRA10% - A BRERITEREE R B ER
Hibet SR 2 BAEM #1T 2B -

AEEYERNEABRERBESE B LELMAR
TEBERE - —TT—F_A+R  ARFREARA
KA AR 2 BB % 110,000,000 Al RBEERE
BO. 108 TR 2 FEHE - MAFHEEEAIR_FF
—F_HAtHE-Z-ZF-A+/\BEHREEK
0.361BTTITE °
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19 Reserves

At 1st January 1999

Revaluation deficit on leasehold

land and buildings

Capital reserve arising from

issue of shares by a subsidiary

Profit for the year
Dividends

At 31st December 1999 and
I'st January 2000

Revaluation surplus on leasehold

land and buildings
Capital reserve arising from
additional consideration
received from previous issue
of shares by a subsidiary
Reserve arising from exchange

of shares pursuant fo the group

reconstruction (note1/(al)
New issue, net of issue
expenses [note 17(b))
Capitalisation issue
(note17(c))
Profit for the year

At 31st December 2000

—hWhhE—R—H

HEL W RBTER
BB

MBRRETRNES
ZBAERE

AR

BE

—“NWANE+ZA=1+—H
—EETHF—-H—H
HETHRIEFER
2
M AEEFEET
B 1 B W S
REMEELZ
BEAREHE
BEEESHETRRN
FTEE 2
(FH5E17(al))
BITHR (EMBREITHR)
(F5E17(b))
B BT
(F5E17(c))
NN

—FFEFI=A=+-A

19 @i
Group
*5H
Properties Share Capital Retained
revaluation | premium reserve profits Total
MEER  KRHER REEM HIEEN #st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET TET THET TET THET
6,425 = 2,079 82,143 Q0,647
(121) = = = (121)
= = 14,000 = 14,000
= = = 33,602 33,602
= = = [54,575) (54,575)
6,304 = 16,079 61,170 83,553
280 = = = 280
= = 3,955 = 3,955
= = (200} = (200)
= 38,285 = = 38,285
= (11,050) = = (11,050)
_ _ — 24029 24,029
6,584 27,235 19,834 85,199 138,852
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19 Reserves [Continved) 19 & (&)
Company
¥/
Share Contributed Accumulated
premium surplus loss Total
Rt E® Rz RHER it
HK$'000 HK$'000 HK$'000 HK$'000
FET FAET FET FET
At Tst January 2000 —ZTTF-A—H - - - -
Shares issued in exchange for shares RRAWENRE LR FARD

of a subsidiary [note17(al) MmETR % (EE17(a) - 83,353 - 83,353
New issue, net of issue expenses TR (ENRBETRX)

(note17(b)) (Kt3E17(b)) 38,285 = = 38,285
Capitalisation issue (note17]c)) BT (H317(c) (11,050) - - (11,050)
Loss for the year KEEER - - (201) (201
At 31st December 2000 “EETF+-A=1—H 27,235 83,353 (201) 110,387
[a)  The contributed surplus of the company represents the difference between () AAREHAEHBIEARHEOcean Shores (BVI)

the nominal value of the company’s shares issued in exchange for the limited 2 B1TRIH M EITZ AR BRI E{EER—

issued shares of Ocean Shores (BVI) Limited and the value of net assets EZTF-ATNBEEREREAERHEAL

of the underlying subsidiaries upon completion of the group reconstruction AEEFEMEZEZR - BEARE-—NN—

on 19th January 2000. Under the Companies Act 1981 of Bermuda [as FRENEERIA) » WEEHMBEHIRETIIE

amended), the contributed surplus shall not be distributed to the T AEREBRTEIRTRE

shareholders if there are reasonable grounds for believing that:

[i)  the company is, or would after the payment be, unable to pay its il AARABRRINDRRBEEEEINHNE
liabilities as they become due; or &%

[i)  the realisable value of the company's assets would thereby be less li) ZARRBEEAEREEAMEZERES
than the aggregate of its liabilities and its issued share capital and & EBTRARRMDEER LM -
share premium accounts.
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20 Long-term liabilities

At 31st December 2000, the group's secured bank loans [note 23) and
obligations under a finance lease, which are wholly repayable within five years,

are as follows:

Within one year
In the second year
In the third to fifth year inclusive

21 Deferred taxation

At Tst January

Transfer from profit and loss account (nofe 5)

At 31st December

R
=

IF (BRERMF)

~A—H
R EDE EIGED

+-A=+—H

Deferred taxation represents the tax effect of timing differences arising from

accelerated depreciation allowances which are expected fo crystallise in the

foreseeable future. There was no material unprovided deferred fax as at 31st

December 2000 (1999: Nil).

20 REIARK
“EETEFA=+—B  FAEEBREFAEH
BEzFEMRITER (ME23) REEHOAELN
T
Secured Obligations under a
bank loans finance lease
REFBROTRR MEEOKR
2000 1999 2000 1999

—PEEFE —NWNNE ZPPRE —NNNEF
HK$’000 HK$'000 HK$000 HK$'000
FET TET FET TET

- 5,272 23 1,318
- 2,505 78 =
- 2,709 - =
- 10,486 101 1,318
21 EBERSK
Group
F5%E
2000 1999
f 1 2 22 —WhNE
HK$’000 HK$'000
FET FHET
3,203 2,533
1,704 670

4,907 3,203

BEHIBRRH BRI BB RER 2 IR E R
BeBENBTE - —_TTTF+_A=1t—H ¥
EEMEARBBELERE (—AANLFE - E)
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22 Notes to the consolidated cash flow statement

(a)

Reconciliation of profit before taxation to net cash

(outflow)/inflow from operating activities

Profit before taxation

Depreciation of fixed assefs

Interest income

Interest expense on bank loans and
overdrafts

Inferest element of finance lease
payments

loss on disposals of fixed assets

Amortisation of film rights

Provision against film rights

Additions of film rights

(Increase)/decrease in film right
deposits

(Increase)/decrease in inventories

(Increase|/decrease in trade
receivables, other receivables,
prepayments and deposits

Increase/(decrease) in trade payables,
other payables, accrued charges

and receipfs in advance

Net cash [outflow)/inflow from

operating activities

BR 5t Ak 7
BEEENE
FEKA
RITERREXZ
MEBRX
BEBEROMNZ
FERH
HEBREEEZER
EXRTRMBE
ERRITRER
REBRRITE
EFERTRERS
(Em) m b
FEOEm RS
B FRWR - At
FERGRIE ~ RN FA
ke (), md
EHENFA  AMEMNRIE
JEAT & B R B UFR
#m/ ()

REXGZRE
ORi) /RAFER

22 FEReRERME

() BRAMATRAEERBZAL (RH) RAS

Wz Hik

2000
k- 3 133
HK$’000

FHT

30,365
4,145
(1,080)
330

33

25,402

(60,198)
(9,035)
(2,095)
(3,190)

8,644

(6,679)

1999
—hARF
HK$'000
TR

40,382
3,194
[2,164)

2,101

282

24

56,671
700
[46,708]

3,778
4,705

4,104

[1,927]

65,142
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22 Notes to the consolidated cash flow statement 22 FEBGRERME @)
(Continved)
(b) Analysis of changes in financing during the year (b) FRMESBSIN
Share capital Obligations under
including premium Bank loans a finance lease
Bx(B#ER) HBITER MEANXRE

ZB9%FE - AANF | Z98BE  AANE Z8BEE —ANNE
HK$’000 HK$'000 | HK$’000 HK$'000  HK$’000 HK$'000
FET TET FET TET FET TET

At st January —A—H - — 10,486 14,262 1,318 4,337
Issue of shares up fo TREEEAE
completion of the group AETIRG
reconsiruction 200 = = = = =
Issue of shares after the SESAR
the group reconsruction BTN 42,035 =
New bank loans raised ERITER - - - 3,200 - -
Repayment of bank loans BRIBTER - = (10,486) 16,976) - -
Inception of a finance lease  FTIZAE L) - = - = 117 =
Payment of capital element  ZRBERL
of finance leases - N - = - - (1,334) (3,019)
At 31st December +-A=+—H 42,235 - - 10,486 101 1,318
23 Banking facilities 23 #|ITER
At 31st December 2000, the group's banking facilities ufilised of approximately “ERRE+T_A=+—H AREERBZRIE
HK$2,402,000 (1999: HK$10,486,000) were secured by certain of the E492,402,0008 L (—AANE = 10,486,000
group’s leasehold land and buildings with a total net book value of 7T) - MAKEIREFES $£7,580,0008 T (=i
HK$7,580,000 (1999: HK$7,455,000). NE ¢ 7,455,000 ) 2 HE T RIEFERER o
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24 Contingent liabilities

At 31st December 2000, eleven (1999: Twelve | employees of the group have
completed the required number of years of services under the Employment
Ordinance to be eligible for long service payments on fermination of their
employment. The group is only liable to make such payments where the
fermination meets the required circumstances specified in the Employment
Ordinance.

In the event of termination of all these employees meeting the circumstances
required by the Employment Ordinance, the group’s liability in respect of long
service payments as at 3 1st December 2000 would be HK$ 1,995,000 (1999:
HK$1,086,000). No provision has been made for this amount in the accounts
as it is expected that fermination of their employment is remote.

25 Commitments
(a) Commitments under operating leases
At 31st December 2000, the group had commitments fo make payments

in the next twelve months under operating leases in respect of land and

buildings which expire as follows:

In the second to fifth year inclusive RE_ZLE (BEEEMEF)

(b) Other commitments

At 31st December 2000, the group had commitments contracted but not

provided for in respect of purchase of film rights amounting to

HK$10,276,000 [1999: HK$448,000).

24 BRAR

“EEREFA=T—H AREXFNA (N
NNE - 12%) BRI ZERRGHIRENELERES
FRSERERENRBEABLREEY - AEE
ERENRRBIRIIME 2B TR LERBERX
LR RBRES -

HAEZEREBENCERGAREZERTRILRE
REE  NAKER_ZTTF+_A=1—-HEH
KRGS BEHRT 0950008 T (—AANF :
1,086,000%7T) - MM ILZEREE 2 EBRAE
ZHEEDN - BULIRE WEBILE LB

25 &ift
(a) BEENER
—EEEE+-A=+—RA  ALERERT

SIHMR E R 2 i MR TEEBOMAR KR
TZEAMFEEDT

2000 1999

t £ 2 23 —AANF
HK$’000 HK$'000
FET T
815 =

(b) Hfthki

“ZETEF_A=+—0  FEERUEE
FERTRAETOEAREEZAE0,276,000
BT (—NNNF : 448,0008 ) °
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26 Related party transactions

Other than the details of directors’ and senior management's emoluments

disclosed in note 10 fo the accounts, the following is a summary of significant

related party fransactions which were carried out in the normal course of business

during the year:

Rental income (note (a))

Proceeds from sales of fixed assets
(note (bJ)

Receipts in advance for future subrlicensing
of video programme rights [note (c))

Note:

HE WA GEla)

HEBEBEMSHE
(&£ (b))

ARERTZGHERTE
2 FEWGERR (GE(c)

() Rental income was received and receivable by the group for the use of certain

studio and lighting equipment from China Star Entertainment Limited, a shareholder

of the company.

() The group sold certain studio and lighting equipment to China Star HK Entertainment

Company Limited, a subsidiary of China Star Enfertainment Limited. Sales proceeds

receivable are at the carrying value of these assets.

(c)  The group received in advance 50% future sub-licensing proceeds for video

programme rights of 14 films from China Star Pictures Limited, a subsidiary of

China Star Entertainment Limited.

27 Approval of accounts

The accounts were approved by the board of directors on 24th April 2001.

26

FREALRS

BIREMEIOMBEBCEZREREEABHEIN
RAEERERBPET EAAEREALR M

mF -

s

(a)

(b)

(c]

27

2000 1999
—ESESF —hhnE
HKS$’000 HK$'000
F#EIT TFET
213 -

900 =
10,000 -

AEBERHEETHREELRBMALRARRZ
REMERRTEEREERAR RN ERRZHE
SRA -

AEERTHEREERARZHBATTEESR
REARARHEETHERBLRE - HEMRBRK
ZRRBEZEBEZRAENMNE -

AEERARBRIIEYRHA cBTRMATHE
SEERARZMBLARTHEYEERARRNK
S50%FIH ©

REER -T2 FHA-+tHNAKLESZSHEAE -



