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NOTES TO THE FINANCIAL STATEMENTS

RE-SERFI A= —ALFE
For the year ended 31 December 2000

16. @& HH 16. INVESTMENTS IN SECURITIES
R¥i% it Yy
Trading securities Other securities Total
ZERRE UUVE Z2%%E JUUE 2222 A
2000 1999 2000 1999 2000 1999
7 T # T # W
HK$ HK$ HK$ HKS HKS HKS
3 3] THE GROUP
BAES - Equity securities:
&S Listed in Hong Kong — 18,360,000 4,995,000 — 4,995,000 18,360,000
FEB L Unlisted in Hong Kong — — 390 14,000,390 390 14,000,390

— 18360000 4995300 14000390 4995390 32,360,390

Bitks P Market value of listed securities — 18,360,000 4,995,000 — 4,995,000 18,360,000
B RREM = Carrying amount analysed
REEED T for reporting purposes as:

W Current — 18,360,000 - - — 18,360,000

ERE Non-current — - 4,995,390 14,000,390 4,995,390 14,000,390

18,360,000 499539 14000390 4995390 32,360,390

17. BEWCEE 17. LOAN RECEIVABLE
A
THE GROUP
CRBRA — LA
2000 1999
B BT
HK$ HK$
T U B 2 Loan receivable 5,176,060 3,900,000
GERERERE® BREE The loan represents a shareholder’s loan made to a company in which the Group
HF—HAEEEE R RAE is holding a long-term equity interest, to finance the activity of that company
2 haE s UEMEARIZ E according to the shareholders’ agreement.
¥ o
A A 58 R IEEE The loan is unsecured, interest free and has no fixed term of repayment. In the
BEHH  KEEZER AHEXR opinion of the directors, the amount will not be repaid within the next twelve
EARGERRKS M A REE - months.
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18. f# 1t 18. INVENTORIES
A 5 B
THE GROUP
“RERRE —LLILE
2000 1999
L T
HK$ HK$
£ Work in progress 3,925,638 4,641,759
B Finished goods 1,495,737 882,441
5,421,375 5,524,200
P # 3 . 15899,5841 7T (— I Included above are finished goods of HK$899,584 (1999: HK$433,736) carried at
I+ 483,736 70) LABE B iF net realisable value.
IR B -
19. S5 MO 19. TRADE DEBTORS
BTHEFZREMA30E90H A The credit terms granted to customers range from 30 to 90 days. The aged analysis
& o B 5 RENUR T Z IR 88 72 57 4 of trade debtors is stated as follows:
T
AL H
THE GROUP
CEFRE — LA
2000 1999
o T
HK$ HK$
TR at Aged:
0%30H 0 to 30 days 4,468,183 5,457,977
31%260H 31 to 60 days 1,034,876 548,888
612 90H 61 to 90 days 1,238,699 658,919
91%180H 91 to 180 days 3,072,282 2,035,474
#1801 Over 180 days 4,549,460 38,581,112
14,363,500 47,282,370
20. HEM (A BB A B 20. AMOUNTS DUE FROM (TO) SUBSIDIARIES/ASSOCIATES

P vl 2k i

LHREERBESEE > AR The amounts are in the nature of current accounts which are interest-free,
FHRIE ~ S A BRI K unsecured and repayable on demand. These amounts that, in the opinion of the
WrfEiR - EHTL > AFEAEGN directors, will not be repaid within one year are classified as non-current.

—AE N ERZ KIETET &

B o
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21, BB M A ) 2 Bk 21. AMOUNTS DUE FROM RELATED COMPANIES
RORRRAE R— LU FERARER
+ZA=Z+—H tZA=t+—H R
2 &tk ZHE Maximum
Balance at Balance at amount
31 December 31 December outstanding
2000 1999  during the year
#x iy oy
R ATk Advances under distribution
2R (fita) agreements (rote a) 296,193,671 225,335,701 296,193,671
R ERB R Deposit paid under production
LA 4 (HaED) service agreement (note b) 22,750,000 22,750,000 22,750,000
i EAE SR P& Deposit paid under films
(HtsEc) agreement (note c) 10,000,000 — 10,000,000
328,943,671 248,085,701

Bif 5E Notes:

(a) 7 BIAS R T AR A 42 1 B B R (@)  The balances represent advances made to Win’s Entertainment Limited (“Win’s”) and its
SRERRAF (TRED R subsidiaries (the “Win’s Group”) under distribution agreements entered into between the
BT (TREER)D FT 72817 Group and the Win’s Group as stated in note 38(a). Ms. Chen Ming Yin, Tiffany (“Ms.
10 R ] A B R AR 1 2 Bk Chen”) and Mr. Heung Wah Keung (“Mr Heung"), who are directors of the Company, are
0Bt 5E 38(2)BT 8k o AR\ R PR directors and beneficial shareholders of Win’s.

B34 (B ) Rm 3 5
A (TS 4 1) 0 16) I 468 4 ok 2 28
ES It T

FREHRATFL RS TH The balances are interest-free and repayable in accordance with the term of the distribution
wmzEREER S RED agreements. Of the balances, an amount of HK$209,776,636 (1999: HK$225,335,701)
209,776,636 7T (— JLJLIL4F - representing balance under distribution agreements signed before 31 December 1999 is
295,335,701 76) HR — LT secured by an indemnity given by Mr. Heung, while the remaining balances of
FHTAZ+— RS 2R iTH HK$86,417,035 (1999: Nil) are unsecured.

FRERE > HY SR A IR R (R (R
T3 > Br#E86,417,035% 70 (— L
LA ¢ ) BB -

(b) BEARBEARLAZZEWEL (b)  The balance represents deposit paid to Win’s Music & Video Enterprises (Hong Kong) Limited
) P R W) Bk (“Win’s Music”), a wholly-owned subsidiary of Win’s, under a production service agreement
BEEMEAFAKETRELE entered into between China Star Management Limited, a wholly-owned subsidiary of the
() A RN R (REERD 5T Company, and Win’s Music. The balance is unsecured, interest-free and will be used to set
SLZ BB AR > LA A AR off against fee payable by China Star Management Limited in accordance with the terms
HiRz e - A HGES RIK of the production service agreement and any remaining portion will be repayable before
P~ RUB A5 A SRS AR TR R AE 31 July 2002.

IS S Gl R e
FRAFFALAS 2B > WAL
TR E—FE_FE LA
=+—HhiER -
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21, WHBEA W 2ZHRE~ % 21, AMOUNTS DUE FROM RELATED COMPANIES - (continued)

(c)  BREEZ M RESO@)FT AR B —F (c)  The balance represents deposit paid to Win’s under a sale and purchase agreement and
FEETZA TN AH R assignment of films conditionally entered into on 14 December 2000 as stated in note 39(a).
ZHEWRBELEE > LS
KEZHE -

BHEL WM - AR R RE R The balance is unsecured, interest-free and will be used to set off against total consideration
CRACE S AT IVEE ) A0S payable to the Win’s Group upon completion of the sale and purchase agreement of films.
A AR -
22. $U 5 W sk 22. TRADE CREDITORS
B EMERZERINT The aging analysis of trade creditors is as follows:
AL H
THE GROUP
“ERER — LI
2000 1999
L7 o
HK$ HKS$
fReu Aged analysis:
0£30H 0 to 30 days 7,454,117 7,335,149
31%260H 31 to 60 days 146,448 566,926
612 90H 61 to 90 days 5,042 236,653
91%180H 91 to 180 days 650,422 23,821
Hi180H Over 180 days 6,352,301 7,036,833

14,608,330 15,199,382

23. i it 23. BORROWINGS
AR A4 H
THE GROUP THE COMPANY
CRERA —ULLE ZRRRA — UL
2000 1999 2000 1999
W o VT o
HK$ HK$ HK$ HK$
EEAFEUT Borrowings comprise
KR the followings:
WITH K Bank loans
— A - secured — 1,050,172 — —
— JE S - unsecured — 255,318 — —
MR K EE  Convertible loan notes
— AT - unsecured — 73,540,000 — 73,540,000
— 74,845,490 — 73,540,000
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23. fift— ) 23. BORROWINGS - (contined)
i B R 50 49 ) B The borrowings are repayable as follows:
3 | AR
The Group The Company
e 22 2 — UL CRRRAE — U
2000 1999 2000 1999
T BT Wi 70

ALV Repayable within

iR a period of:
— 4 One year — 992,764 — —
—4LE More than one year,
(B4 18 7 4 but not exceeding
M4 L L two years — 312,726 — —

AREMIE  More than two years,
but not exceeding
tive years — 73,540,000 — 73,540,000

— 74,845,490 — 73,540,000

W —4EREW  Less: Portion due within

P AT AR one year included
2 EB Ay in current
liabilities — (992,764) — -

— 73,852,726 — 73,540,000

R ER ([E#]) BEMI - The convertible loan notes (the “Notes”) were unsecured, bore interest at 10% per
FERLGI0E RN A MG annum and were due in three years from the date of issue of the Notes.
SAEREY -

R > 54,180,000 G2 EHE % During the year, HK$54,180,000 of the Notes were converted into shares of the
RN (E RS R 0.843 LR &5 A Company at adjusted price of HK$0.84 per share. The remaining balances of
Al 2 By o Br%H 19,360,000 T2 & HK$19,360,000 were fully repaid to the holders of the Notes.

HERTEERAA -
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24. Bk 24. SHARE CAPITAL
RB¥H Ee

Number of shares Amount
R —fUNE e £ 32 —UNE
2000 1999 2000 1999
7 o
HK$ HK$

B 0.0 T Ordinary shares of
ZERR HK$0.05 each
EERA Authorised: 20,000,000,000 20,000,000,000 1,000,000,000 1,000,000,000
CETRAERS Issued and fully paid:
39 At the beginning of year 1,252,529,823 573,990,000 62,626,491 28,699,500
REEEHRETHRN  Rights issue of shares — 575,090,000 - 28,754,500
RERD (Hitakb) Placement of shares (notes a and b) 390,000,000 80,000,000 19,500,000 4,000,000
BIRATRIEETE Issue of shares on conversion
ik G1i% of convertible loan notes 64,499,999 — 3,225,000 -
TEBRERMETRG  Issue of shares on exercise
of share options 56,237,143 23,449,823 2,811,857 1,172,491
& At the end of the year 1,763,266,965 1,252,529,823 88,163,348 62,626,491

Bif 3t Notes:

@) RZFFEF_A+—H> Wel (@)  On 11 February 2000, Well Hope Management Limited subscribed 110,000,000 new ordinary
Hope Management Limited#d shares of HK$0.05 each in the share capital of the Company at a price of HK$0.70 per
AL A B A B R 0.05i T 2 share.

110,000,000/ #7 ¥% 8 B Bt - {8

158 B0.70# 7T -

REMB B GIRFEGLY The net proceeds of approximately HK$74,300,000 were used by the Group as to
£ 74,300,000 7T - H & 4 approximately HK$50,000,000 for the expansion of the Group’s business and as to the
50,000,000 76 I fE B T A 4 balance of approximately HK$24,300,000 for general working capital.

¥ o AR A 24,300,000 7T

AfE—RBEEEZH -

FEMBOGREAL AR These new shares were issued under the general mandate granted to the directors at the
LESNAZ+HANBRITZREE annual general meeting of the Company held on 28 June 1999 and rank pari passu with

FREEVRTFHEEZ - REER other shares in issue in all respects.
fro g MERAE LD HET
e IR % 2 3 fiz
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24, A& - )

(b) RZFEFFE=AWH > KL7A (b)  On 4 March 2000, the substantial shareholders of the Company, comprising Mr. Heung,
ZEERF > BFREE - L
+ + Porterstone Limited & % &
ARAREEBMERFREMA
2 TR T B A IR R DA IR
131504 70 {8 4% 1o S8 o7 FL L2
RBEREENE > RIFEMHE
e I B AN B R AR o 8 0,054
TG4 #£280,000,000 8 B H %8
(L4 8 I Je 1 A £ 50,000,000
BB (TALE D) R LhAH W B 4%
BB & B2 T REAL
A A & R 0.05E Tt
280,000,000 8% 7 % 3 it -

24. SHARE CAPITAL - (continued)

Ms. Chen, Porterstone Limited and Dorest Company Limited, had sold, through Vickers
Ballas Hong Kong Limited as lead manager who placed on an underwritten basis, a total of
280,000,000 existing ordinary shares of HK$0.05 each in the share capital of the Company
(including an over-allotment option of 50,000,000 shares) to independent private,
professional and institutional investors at a price of HK$1.50 per share (the “Placing”) and
subscribed for 280,000,000 new ordinary shares of HK$0.05 each in the share capital of
the Company at the same price less the expenses associated with the Placing.

AEBBHRHFTBREFENS
409,000,000% T > H & #
243,000,000 T AEL ERRE
FRAEFIE > £120,000,0009 76
REMBAHBERREYHH
A% > TR 34 46,000,0008 70
AMAE-—REEES -

The net proceeds of approximately of HK$409,000,000 were used by the Group as to
approximately HK$243,000,000 to finance film production, approximately HK$120,000,000
to expand the Group’s other businesses and film distribution network, while the balance
of approximately HK$46,000,000 was used as general working capital.

25. e Jhe

NZRFEENA—H > KA
AL BB DUE 1T 00757
TEEE 1T 340,000,000 38 B HE 35 -
FERBEEBRT A AR
HoRZZFENAZHE_RR
SEZAZA(BRFEEE®MA) M
BT B RF LA AR 0.359 6 2 W1 25
0 A R G AR N A B AR P R IR
E0.054 02 LS8 i -

25. WARRANTS

On 1 August 2000, the Company issued 340,000,000 warrants at an issue price of
HK$0.075 per warrant by private placement. Each warrant entitles the holder to
subscribe for one ordinary share of HK$0.05 each in the share capital of the
Company at an initial subscription price of HK$0.35 per share, subject to
adjustment, at any time from 3 August 2000 to 2 February 2003 both dates
inclusive.

AEBE AT FEFHEEED The net proceeds of approximately HK$23,900,000 were used by the Group as to

K 28,900,000% T > H R #H
20,000,000% 7o i 1F i B 4850 £
7E B DA i AR EE B RO
HEAEFER T ARAEA 3,900,000
0 B) AR 0 7 S T e A 4 [
TER W Foih B 22 AR E 40 1 7

A RSl AT R AR A R - RS
H > A7 A 119,000,0008 75 4
RITMH 2 B -

China Star Entertainment Limited

approximately HK$20,000,000 for increasing the Group’s production capacity of
compact discs via the acquisition of additional production lines in Hong Kong
and the balance of approximately HK$3,900,000 for the expansion and
enhancement of the Group’s distribution network of video products in Hong
Kong and PRC.

During the year, no warrants were exercised. At the balance sheet date, the
Company had outstanding warrants of HK$119,000,000.



M % Wk MR
NOTES TO THE FINANCIAL STATEMENTS

RE-FERFI A= —ALFE
For the year ended 31 December 2000

26. BB B T 26. SHARE OPTION SCHEME

R AN B — LA E A
AZ A= Bt e 2 A 7 i
At #Z ek > AN R ER G AR
1w A AR B (AR R
HftE ARz &EE) T HER
s DIGR AR A R o 1701
MHAAREREGREE » S
AL B AN A BT W IR
H 2 A T4 5 2 B TE A i I A
25 B A R 7 2T # g i |
80% K (i) i fH (LA = &
HE) o B TR AT B FROPE AR A
F2 2 H W45 RIS 23 S AT
> Rz BEFER
17 o

AR B F P S 452 T A P i
I 2 B 1 M E R R 15
WA LA ARARCETRAZ
10% > M7 60 4 AR 485 0 T 3
ERfT kM -

Under the terms of the Company’s share option scheme approved by the
shareholders on 23 October 1996, the board of directors of the Company may at
their discretion grant share options to eligible employees, including directors of
the Company and its subsidiaries, to subscribe for shares in the Company. The
exercise price will be determined by the board of directors of the Company and
will not be less than (i) 80% of the average of the closing prices of the shares
quoted on The Stock Exchange of Hong Kong Limited on the five business days
immediately preceding the date of the offer of share option or (ii) the nominal
value of the shares, whichever is the greater. A share option may be exercised in
whole or in part at any time after the date on which the share option is deemed
to be granted and exercised before ten years after such date.

The maximum number of shares in respect of which share options may be granted
under the share option scheme may not exceed 10% of the share capital of the
Company in issue from time to time but excluding shares issued pursuant to the
share option scheme.

China Star Entertainment Limited
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W B - )
DA 2 AR08 At T ok 2

26. SHARE OPTION SCHEME - (continued)

A summary of movements in the share options during the year under the share

i B A AR R 2 B A option scheme are as follows:
RS H
Number of share options
AR TR
RoBEZE il i R RO%RRE
SRGHER  —f—H  Granted  Exercised Lapsed +ZA=+—H
Exercise price At during during upon At
fi M Exercisable period pershare 112000  theyear  theyear resignation  31.12.2000
#T
HES
“AARET A8 21 November 1996 to
ECRERFT-AZTA 20 November 2006 2.107 19,364,024 - - — 19,364,024
“IARET-AZTEH 25 November 199 to
ECREAET-AZTEA 24 November 2006 2107 9,682,013 - —  (9,682,013) -
“AALE-HLH § January 1999 to
EZRFNE-RIA 4 January 2009 0.175 7,338,414 - (7337,143) - 1,271
—“AALEARTRA 14]June 1999 to
EZFFNEAATZA 13 June 2009 0.317 45,200,000 — (31,200,000)  (14,000,000) -
“REEE-INA 4 January 2000 to
E-5-5F-f=H 3 January 2010 0.4168 — 17700000 (17,700,000) - -
ZREFEZACTAR 28 March 2000 to
ECF-FEZACTEA 27 March 2010 0.584 — 45,000,000 - — 45,000,000
“FEFEAAZAESEZ-FEAA-0 2 June 2000 to 1 June 2010 0.283 — 24,000,000 — — 24,000,000
81,584,451 86,700,000 (56,237,143) (23,682,013) 88,365,295

AR F BB R 2 R U
R RAAE -

China Star Entertainment Limited

The Company received notional consideration for options granted during the

year.
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27. It AU 27. SHARE PREMIUM AND RESERVES
FakEZ
(%) BABHE
(Goodwill) WHYARE  AVERRHE
Rt apill  MARR  ERRE aRESRE Capital ~ Investment
Share  reserveon Contributed  Exchange Warrant ~ reduction  revaluation ik
premium  consolidation surplus Teserve Teserve Teserve Teserve Total
T T i # #7 B3 iy 7
HK§ HK§ HK$ HK$ HK$ HK$ HK$ HK$
A%H THE GROUP
B AARE-B—F  At] January 1999 BDSIN0 65939 - e — 316008000 — 057142
fErwy Exchange adjustment - - - (36927) - - - (36,927)
&R Placement of shares 25,200,000 - - - - - — 25200000
&Lt Placement expenses (1,266,637) - - - - - - (1266637)
TERREMBRRA  Tssue of shares on exercise
of share options 3,497,618 - - - - - - 3497618
RBREHRBRETRD  Rightsissue of shares 120,768,900 - - - - - — 120,768,900
&SR Righits issue expenses (3,275,018) - - - - - - (3275018)
R=AANE
TZAZT—H At 31 December 1999 279,160,833 659,389 - (369,044) — 316,008,000 — 395,489,178
Rk Exchange adjustment - - - (200487) - - - (200,487)
RERRES Placement of warrants - - - — 25,500,000 - — 25500000
e i Placement of shares 477,500,000 - - - - - — 477500000
ME Lt Placement expenses (14,065,669) - - - (1,631,273) - —  (1569,942)
T8 BB e B Isstse of shares on exercise
Bk of share options 15,739,903 - - - - - — 15739903
BRMAREH Isste of shares on conversion
ZRMBTRG of convertible loan notes 50,955,000 - - - - - — 50,955,000
BEREAR Goodwill arising on purchase
NELZHE of associates —  (75,570,194) - - - - - (75570,194)
FEMBAT Goodwill arising on purchase
FEE HE of subsidiries — (300451 - - - - — (004551

ERREREND Revaluation decrease on

investments in other securities - - - - - (12,960,000)  (12,960,000)

Wz

+2R

3
B At 31 December 2000 809,290,067  (147915356) — (S69331) 23868727 316008000  (1,060000) 987,721,907

China Star Entertainment Limited
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27. W B B Y Bt o — a0 27. SHARE PREMIUM AND RESERVES - (continued)
e | WUYARE  REERRH
Fefii Capitll  MARR  BREHE AREEEE Capital  Investment
Share  reserveon Contributed  Exchange Warrant ~ reduction  revaluation bk
premium  consolidation surplus Teserve Teserve Teserve Teserve Total
i i T A by ®7 B B
HK$ HK$ HK$ HK$ HK$ HK$ HK§ HK$
RAE THE COMPANY
R AAE—=A—1  At1Janvary 199 134,235,970 — 20924000 - — 316,008,000 — 471167970
RERERTRAG Placement of shares 25,200,000 - — — — — — 25,200,000
RELH Placement expenses (1,266,637) - - - - - - {1,260,637)
GEERE Issue of shares on exercise
[EGEG of share options 3497618 - — — — — — 3,497,618
RERELRRBTRG  Rights issue of shares 120,768,900 - — — — — — 120,768,900
RERmTT Rights issue expenses (3,275,018) - - - - - - (3,275,018)
R=1AnE
tZAZt-0 At 31 December 1999 279,160,833 — 20924000 - — 316,008,000 — 616,092,833
RERERTARED  Placement of warrants - - - — 25,500,000 - — 25,500,000
REREETRH Placement of shares 477,500,000 - - - - - — 477,500,000
Bt Placement expenses (14,065,669) - - - (1,63,273) - - (15,696,942)
R ERE Issue of shares on exercise
%7 i of share options 15,739,903 - - - - - — 15,739,903
FEMHERER Issue of shares on conversion
BRMETRA of convertible loan notes 50,955,000 - — — — — — 50,955,000
HoZRZE
tZA=+-H At 31 December 2000 809,290,067 — 20924000 — 13868727 316,008,000 — 1,170,09,794
NS k- i) The contributed surplus of the Company represents the difference between the
BB AR EH AR EEFHE underlying net tangible assets of the subsidiaries which were acquired by the
BN R — LI AR T E Company and the nominal amount of the share capital issued by the Company
HHABNRBT2ZRATEZ £ at the time of the group reorganisation in 1992.
ZH o
RE—NLN\N—FHEELNAE Under the Companies Act 1981 of Bermuda (as amended), the contributed surplus
(LMEFT E B » ARIZEAR account of a company is available for distribution. However, the company cannot
WAl R o R > AT AETE declare or pay a dividend, or make a distribution out of contributed surplus if:
THUE PR A BN P E B
R B R BB AE A3 U
(a) 7~ 7 3R IRE B A R B 4R 4 (a) it is, or would after the payment be, unable to pay its liabilities as they
ﬁfﬁ’ti' 01 77 E 1 9 2 4R become due; or
by AREEZUBHEE (b) the realisable value of its assets would thereby be less than the aggregate of
d[& EmbhHEaGEND ® its liabilities and its issued share capital and share premium accounts.
TRAREGGERZ A
7FD o
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27. W B AR B — () 27. SHARE PREMIUM AND RESERVES - (continued)
R JR R R ot 1 4 B S 258 ik The warrant reserve represents the amount received net of expenses paid in relation
fic f 32 RRERE 2 CGRIEA R E to the placement of warrants during the year as described in note 25. The reserve
F 3T o WAL I I AT B R R will be released to the share capital and share premium accounts upon exercise
7 IR AR T I ik E R - of the warrants.
GIRCS e N i) I WIS The capital reduction reserve represents the amount arising in relation to the
A 71832,640,0008 B % 17 B A reduction of the nominal value of 332,640,000 issued shares of the Company
T 5 B T (1,00 e MY 38t from HK$1.00 each to HK$0.05 each in 1998. In the opinion of the directors, the
ZHREHC.0ET - REFZ capital reduction reserve is not distributable.
BR O HIERFEHE ST UD
28. BB 28. ACCUMULATED LOSSES
AL AR
THE GROUP THE COMPANY
“EREFRY — NI “RERE — LI
2000 1999 2000 1999
L G #L BT
HK$ HK$ HK$ HKS$
n—H—H At 1 January (16,462,940) (24,171,826) (79,079,320) (67,297,706)
R (ER) Net (loss) profit
iR IRE for the year (31,100,606) 7,708,886 (25,984,249) (11,781,614)
W+=HA=+—H At31December (47,563,546) (16,462,940) (105,063,569 (79,079,320)

FEEZ BEEROEAER
B R 1R 285 00 (—
FLILILAE ¢ 765,498 70) o

KERHRZER K
—hAAREF A= R A
7 Ay 486 7T 7 R 6K A4

N BEEIE

NeRRR

The accumulated losses of the Group include accumulated losses of HK$285 (1999:
HK$765,498) attributable to associates of the Group.

In the opinion of the directors, the Company does not have distributable reserves
at 31 December 2000 and 1999.

China Star Entertainment Limited



