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Principal accounting policies

The principal accounting policies adopted in the
preparation of these accounts are set out below:

Basis of preparation

The accounts have been prepared under the historical
cost convention, in accordance with accounting principles
generally accepted in Hong Kong and comply with
accounting standards issued by the Hong Kong Society
of Accountants.

Consolidation

The consolidated accounts include the accounts of the
Company and its subsidiaries made up to 30th June. The
results of subsidiaries acquired or disposed of during the
year are included in the consolidated profit and loss
account from the effective date of acquisition or up to
effective date of disposal as appropriate.

All significant intercompany transactions and balances
within the Group are eliminated on consolidation.

The gain or loss on the disposal of a subsidiary represents
the difference between the proceeds of the sale and the
Group's share of its net assets together with any goodwill
or capital reserve which was not previously charged or
recognized in the consolidated profit and loss account.

Goodwill represents the excess of purchase consideration
over the fair values ascribed to the net assets of
subsidiaries acquired and is taken to reserves in the year
of acquisition.
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Principal accounting policies (contv)

Consolidation (Contd)

In the Company's balance sheet, the investments in

subsidiaries are stated at cost less provision, if necessary,

for any permanent diminution in value. The results of

subsidiaries are accounted for by the Company on the

basis of dividends received and receivable.

Property, plant and equipment

(i)

(ii)

(iii)

Fixed assets are stated at cost less accumulated
depreciation. Depreciation of fixed assets is
calculated to write off their cost on the straight-line
basis over the unexpired periods of the leases or
their expected useful lives to the Group. The
principal annual rates used for this purpose are:—

2%

20% to 50%
20% to 33'/5%
20%

Leasehold land and buildings
Leasehold improvements
Machinery and equipment
Others

Impairment of fixed assets

The carrying amounts of fixed assets are reviewed
regularly to assess whether their recoverable
amounts have declined below their carrying
amounts. Expected future cash flows have not been
discounted in determining the recoverable amount.

Gain or loss on disposal 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.
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Principal accounting policies (contd)

Property, plant and equipment (ContQd)

(iv)

(v)

Cost of restoring and improving fixed assets

Major costs incurred in restoring fixed assets to their

normal working condition are charged to the profit

and loss account. Improvements are capitalised and

depreciated over their expected useful lives to the

Group.

Leased assets

(i)

Finance leases

Leases that substantially transfer to the group
all the risks and rewards of ownership of
assets are accounted for as finance leases.
Finance leases are capitalised at the inception
of the leases at the lower of the fair value of
the leased assets or the present value of the
minimum lease payments. Each lease
payment is allocated between the capital and
finance charges so as to achieve a constant
rate on the capital balances outstanding. The
corresponding rental obligations, net of
finance charges, are included in long-term
liabilities. The finance charges are charged to
the profit and loss account over the lease
periods.

Assets held under finance leases are
depreciated over the shorter of their estimated
useful lives or the lease periods.
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Principal accounting policies (contv)
Property, plant and equipment (ContQd)
(v) Leased assets (Contd)

(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. Payments made under
operating leases net of any incentives received
from the leasing company are charged to the
profit and loss account on a straight-line basis
over the lease periods.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost includes materials, direct labour and
an appropriate proportion of all production overheads. In
general, costs are assigned to individual item on a
weighted average basis.

Net realisable value is determined on the basis of
anticipated sales proceeds less estimated selling
expenses.

Film rights

(i)  Film rights comprise fees paid in advance and/or by
instalments during the production of films under
agreements for the reproduction and distribution of
films in various formats, film exhibition, licensing
and sub-licensing of film titles.
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Principal accounting policies (contd)

Film rights (Contd)

(ii)

(i)

(iv)

(vi)

Film rights are stated at cost less amortisation.
Provision is made against film rights to the extent
which they are not expected to generate any future
revenue for the Group.

An appropriate portion of film rights generated by
the Group or perpetual film rights acquired by the
Group are reported as a non-current asset. These
film rights are amortised over a period of not more
than 10 years.

In respect of the distribution of films in various
formats, upon the release of the pre-recorded audio
visual products and the materials for video features,
the attributable licence fees of purchased film titles
are amortised on a systematic basis, with reference
to projected revenues, over the underlying licence
periods.

In respect of licensing and sub-licensing, upon the
delivery of films in respect of licensing and sub-
licensing, the attributable licence fees of purchased
film titles are charged to the profit and loss account
up to the amount of sub-licensing income
recognised. When the licensing and sub-licensing
income is greater than the remaining film costs, all
these film costs will be taken to the profit and loss
account.

In respect of film exhibition, upon the release of
the films, the attributable licence fees of purchased
film titles are fully charged to the profit and loss
account.
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Principal accounting policies (contv)
Film rights (Cont<d)

(vii) ' When 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.

(viii) When the Group decides not 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 to the profit and loss account.

Accounts receivable

Provision is made against accounts receivable to the
extent which they are considered to be doubtful. Accounts
receivable in the balance sheet are stated net of such
provision.

Deferred taxation

Deferred taxation is accounted for at the current tax rate
in respect of timing differences between profit as
computed for taxation purposes and profit as stated in
the accounts to the extent that a liability or an asset is
expected to be payable or recoverable in the foreseeable
future.
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Principal accounting policies (contd)
Translation of foreign currencies

Transactions in foreign currencies are recorded at
exchange rates ruling at the transaction dates. Monetary
assets and liabilities expressed in foreign currencies at
the balance sheet date are translated at the rates of
exchange ruling at the balance sheet date. Exchange
differences arising in these cases are dealt with in the
profit and loss account.

Revenue recognition

(i) Revenue from the sale of goods is recognised on
the transfer of risks and rewards of ownership,
which generally coincides with the time when the
goods are delivered to customers and the title has
passed.

(i) Income from the licensing and sub-licensing of film
rights is recognised upon the delivery of the pre-
recorded audio visual products and the materials
for video features including the master tapes to the
customers, in accordance with the terms of the
underlying contracts.

(iii)  Film exhibition income is recognised when the right
to receive payment is established.

(iv) Income from the optical disc replication service is
recognised when the relevant services are
rendered.

(v)  Interest income is recognised on a time proportion
basis, taking into account the principal amounts
outstanding and interest rates applicable.
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2 EXHEREKZ 2 Turnover and revenues
AEBTEREBETIRFIXER - The Group is prinicpally engaged in the distribution of
RLMRAE - EEERE - ER N films in various formats, licensing, sub-licensing of film
TAEBHEE - TR &R K= rights, film exhibition and replication of optical discs.
™ Revenues recognised during the year are as follows:
xEME
Group
2T —TTTH
2001 2000

BETT EFTT
HK$'000  HK$'000

HEERE Turnover
HEE M Sale of goods 220,814 208,549
RERE BEEY Licensing, sub-licensing of film
hi 4 K2 B8 52 Bk rights and film exhibition 76,788 69,645
Rl S Replication of optical discs 8,974 4,626
306,576 282,820
g Other revenue
B A Interest income 1,170 2,117
el g Total revenues 307,746 284,937
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2 EXBRIEZ® 2 Turnover and revenues (Contd)

FEBAFERIZEBRIFHED
ZERBRIR IR AREE S

An analysis of the Group's turnover and contribution to
operating profit after finance costs for the year by principal

BRI - activities and geographical areas are as follows:
BREF T R & i%
pig Pl
1] Operating profit after
Turnover finance costs
—EE—fF —TTTF —_BB—F —TTTHF
2001 2000 2001 2000
BY¥TTT BETF T BETFiT BEFT
HK$°000 HK$'000 HK$’000 HK$'000
FTEER: By principal activities:
HEEm Sale of goods 220,814 208,549 46,229 47,6584
R AE - s Licensing, sub-licensing
BRRER of film rights
ES NS and film exhibition 76,788 69,645 7,069 19,873
BB Replication of optical discs 8,974 4,626 2,044 912
306,576 282,820 55,342 68,369
o HEales Add: other revenue 1,170 2,117
B B RS R AR Less: finance costs (6,573) (2,767)
49,939 67,719
Hhig By geographical areas:
A RIEP Hong Kong and Macau 278,937 263,647 48,178 63,665
TN (BER Asia (other than Hong Kong
SBPIBR SN and Macau) 25,159 17,420 6,604 4,311
Jb =M North America 2,081 1,568 451 341
SEOM K 40t 7 7S Australia and New Zealand 380 185 106 52
RER Eastern Europe 19 — 3 —
306,576 282,820 55,342 68,369
o HEalies Add: other revenue 1,170 2,117
B B RS R AR Less: finance costs (6,573) (2,767)
49,939 67,719

ST
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3 #EERF 3 Operating profit
*xEME
Group
—g-% -TTTF
2001 2000

BEFT EETT
HK$°000 HK$'000

EEFEFTA Operating profit is stated after crediting and

RABRTAIEE charging the following:
A Crediting
HERLER Compensation for damaged goods

BEmAEZBEE from suppliers = 2,066
SNE U = F RE Net exchange gain 613 161
I Charging
ZE AN & Auditors’ remuneration 585 500
TERA(BIEZEEME)  Staff costs (including directors’ emoluments) 35,921 26,858
BEEFERAE Cost of inventories sold 72,708 81,270
MIETFE Write-off of inventories 3,608 697
BEZEEEERE Depreciation of owned fixed assets 12,458 6,887
BBEEBEOEE 2 Depreciation on fixed assets held under

BEBEENE hire purchase contracts 11,584 6,823
T REFZ Operating lease rental in respect of land

LEHOHEE and buildings = 2,687
RIS (M 5E9) Retirement benefit costs (note 9) 756 —
HEBEEEEIR Loss on disposal of fixed assets 33 1,190
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4 HEREZ 4 Finance costs
xEE
Group
—EE—F —TTTHF
2001 2000
BEFT ENTT
HK$’000 HK$000
‘Tﬁ'l%ﬁﬁi*%ﬂ%% Interest on bank loans and overdrafts
ZfE ARFEL ZF B wholly repayable
= ﬂi A — within five years 239 224
— AF% — after five years 2,434 775
HARAFRNEHEE Interest element of hire purchase contracts
ZHBAEH 2T B H wholly repayable within five years 2,896 1,737
ARAFRNEBEEE Interest element of convertible notes
CIEY 5 NN ) wholly repayable within five years 1,004 31
6,573 2,767

5 RA

B RIS

SH BB ARFE 2 (HETER
BRAZHEI16% (ZEZEZF

5 Taxation

Hong Kong profits tax has been provided at the rate of
16% (2000: 16%) on the estimated assessable profit for

16%) B ° the year.
A5MH
Group
—BE—F _—TTTF
2001 2000
BEFT SBETIT
HK$’000 HK$'000
BAEMNEH Hong Kong profits tax
— XFE — current year 6,217 6,437
— BAFETZR (#B%) — Under/(over)provision
B in prior years 489 (221)
PEAEFE A (1 5E23) Deferred taxation (note 23) 3,045 440
9,751 6,656
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6 BREEMLRF 6 Profit attributable to shareholders
SFARRRIER B 2 AR FE(E = A The profit attributable to shareholders is dealt with in the
F#5 2,893,000 (ZEZEF : i accounts of the Company to the extent of a profit of
75 %5 6,360,0007T) ° HK$2,893,000 (2000: profit of HK$6,360,000).
7 RKRE 7 Dividends
xEE
Group
—g2-% —TTTF
2001 2000

BEFT EETT
HK$000  HK$'000

BEAHRE — 8K Final proposed
LBARAEHE0.310 dividend — HKO0.3 cent
(ZZ2EZF (2000: HKO.6 cent*) per
B0 61L*) ordinary share 2,859 5,670
* BB CA  —TTETFEZE * For comparison purpose, the final proposed dividend per
EAHRE EFAEREESE0.1 ordinary share for the year ended 2000 has been restated
TC 2 B 1 IR 4 RS B IR E A S from HK3 cents to HK0.6 cent following the sub-division
#¥0.027t 2R - MEBERAE3 of 1 share of HK$0.1 each into 5 shares of HK$0.02 each
WAEEZZRER0.61L (A during the year (Note 19(a))
19(a))
SERBEHFEANURREFIRE R The directors proposed that the final dividend will take
IRE - RERAGREZURS KM iz the form of scrip dividend, and the shareholders may elect
B (33 0) BRE (TARMR EETELD o to receive such dividend (or part thereof) in cash in lieu
AR EETEIEF T EMEZEE of such allotments (the “Scrip Dividend Scheme”). The
HERIEZET BB IT 2 3R D L & Script Dividend Scheme will be subject to the Listing
BEE®RSAEE - Committee of the Stock Exchange granting a listing of

and permission to deal in the new shares issued under
the scheme.
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Earnings per share

The calculation of basic earnings per share is based on
the Group's profit attributable to shareholders of
approximately HK$40,188,000 (2000: HK$61,063,000)
and on the weighted average of 948,802,551 ordinary
shares in issue (2000: 898,204,920 ordinary shares)
during the year on the assumption that the sub-division
of 1 share of HK$0.1 each into 5 shares of HK$0.02 each
had been completed on 1st July 1999.

The calculation of diluted earnings per share is based on
the Group's profit attributable to shareholders of
approximately HK$40,188,000 plus interest after taxation
on convertible notes of approximately HK$843,000 (2000:
Nil) and on 1,059,394,887 ordinary shares which is the
weighted average number of ordinary shares in issue
during the period plus the weighted average of
110,592,336 ordinary shares deemed to be issued at no
consideration if all outstanding options and convertible
notes had been exercised (2000: No diluted earnings per
share was presented as no dilution effect arising from
the share options granted and there was no convertible
notes issued by the Company in the year ended 30th
June, 2000).
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Retirement benefits costs

The Company did not operate any retirement scheme up
to 30th November 2000. With effect from 1st December
2000, a Mandatory Provident Fund (“MPF") scheme has
been set up for employees, including executive directors.
Under the MPF scheme, the Group’s contributions are at
5% of employees’ relevant income as defined in the Hong
Kong Mandatory Provident Fund Schemes Ordinance up
to a maximum of HK$1,000 per employee per month.
The employees also contribute a corresponding amount
to the MPF scheme from 31st December 2000 if their
relevant income is more than HK$4,000 per month. The
MPF contributions are fully and immediately vested in
the employees as accrued benefits once they are paid.

Directors’ and senior
management’s emoluments

Directors’ emoluments

The aggregate amounts of emoluments payable to the
directors of the Company during the year are as follows:

EHE

Group
—EE—F _—TITITH
2001 2000
BETIT EEFIL
HK$’000 HK$'000
wme Fees 240 180

AEXFE BEEM - Basic salaries, housing allowances,

H )28 R B Y &= other allowances and benefits in kind 3,389 4,094
RIRETEI K Contributions to retirement scheme 22 —
3,651 4,274

FMEEWRSOREEN FTBIENTT
FE 7478 %160,0007T (ZTEE
£ : B 1120,0007T) °
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Directors’ fees disclosed above include HK$160,000
(2000: HK$120,000) paid to the independent non-
executive directors.
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10 Directors’ and senior
management’s emoluments (contv)

(b)  The number of directors whose emoluments fell within
the following bands are as follows:

EFEAH
e Emolument Number of directors
—BT-F —TTTF
2001 2000
B0 ZE B 1,000,000 Nil to HK$1,000,000 8 7
75 #1,000,001 72 % 1,500,0007T HK$1,000,001 to HK$1,500,000 1 1
9 8

BEREENEHRZE_TT—FR_-_T
EEFRNA=THIEFEZME -

(00 RBEEFAL

AEEREARSHFALEERS (=
FTTF  WRA)AAFRESF - ®F
ZHEFBERN LRERE - =%
R AL (CEETF  —5) 2

No directors waived emoluments in respect of the years
ended 30th June 2001 and 2000.

(c)  Five highest paid individuals

The five individuals whose emoluments were the highest
in the Group for the year included two (2000: four)
directors whose emoluments are reflected in the analysis
presented above. The emoluments payable to the
remaining three (2000: one) individuals during the year

SREEWT :
are as follows:
EEE
Group
—2ZT—F —_ZTTZT
2001 2000
BETT BETT
HK$°000 HK$000
HA¥H¢  EEHEEM Basic salaries, housing allowances,
AR EYF = other allowances and benefits in kind 1,768 540
RRET B Contributions to retirement scheme 21 —
1,789 540

ZEANLTZNEBERBEOTESE
1,000,0007T 2 #8Al| °

The emoluments of each of these individuals fall within
the emolument band of Nil to HK$1,000,000.
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10 EEREREEARZ 10 Directors’ and senior

e = management’s emoluments (Contd)

(d)  Under a share option scheme (the “Share Option

(d) REARRBERR—ANNEFRAZ
TABHE 2 B 8 (TR R RT
gll) ARREFANERFREER
(BRAKENTES) REBE -
2B BIEREBFRERBAR K
e FRMER T RITEEAER
B UTAR-ZE—FA=+AH

Scheme”) approved by the shareholders of the Company
on 28th June 1999, the directors of the Company may, at
their discretion, invite employees, including executive
directors of the Group, to take up options to subscribe
for shares in the Company subject to the terms and
conditions stipulated therein. During the year, no options
have been granted or exercised. Details of options

ZARITEBIRRERE ¢ )
outstanding as at 30th June 2001 are as follows:
R-ES—%F
AA=+H
HRITEZ
MRS E
Number of option
TEE outstanding
£ Name Exercise price as at 30th June 2001
HK$
UNBR S A Mr LAM Shiu Ming, Daneil 0.4 22,500,000
EE R+ Ms CHIU Suet Ying 0.4 22,500,000
BRIREE Mr YEUNG Kim Piu 0.5 6,000,000
ZEBREATR_ZZTZTFATN These share options are exercisable from 19th June 2000
BEZZZThF A +/\BEBMET to 18th June 2005.
£ o
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11 BIEEE 11 Fixed assets
HENE BER RER WO
HELHRET 4 Bis RE RE B a8
Leasehold  Leasehold Machinery Furniture
land and improve- and and Motor Office
buildings ments  equipment fixtures vehicles equipment Total
BEFT  BEFr  AEFr  EEFr  EEFn EETr BETr
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
KA Cost
RZZZZ4tA-A At Tst July 2000 47,406 10,476 90,978 1,281 1,134 5,800 157,075
i Additions — — 8,900 224 — 983 10,107
e Disposals = (42) (92) (29) = (118) (281)
RZFE-4/ A=TH  At30th June 2001 47,406 10,434 99,786 1,476 1,134 6,665 166,901
ZitinE Accumulated depreciation
RZZE2F+A—H At 1st July 2000 272 910 17,431 273 214 956 20,056
FERE Charge for the year 948 2,088 19,250 243 227 1,286 24,042
e Disposals - (19) (38) (1) — (13) (7)
WZZEE—E7:A=1TH  At30th June 2001 1,220 2,979 36,643 515 441 2,229 44,027
EHFE Net book value
WZZEE-&F7:A=1TH At 30th June 2001 46,186 7,455 63,143 961 693 4,436 122,874
RZZFEZE/ A=TH  At30th June 2000 47,134 9,566 73,547 1,008 920 4,844 137,019

(a) AEERBAZHELHRIE (a)
FHIRERPRAOEE - R
TE—FXNA=+H " FTE#*
EHELHREFERELRSE
ERARITER I GERW
5£25) ©

The Group’s leasehold land and buildings are situated in
Hong Kong under medium term leases. At 30th June
2001, all these leasehold land and buildings were pledged
as securities for the Group's long-term bank loans (See
also note 25).

b) RZZEZ—FA=+H &K (b)
SEREBEEBEAORAEZEE
EEZEBFERBEK
43,880,0007C (- BEETF : B
#51,822,0007T) °

At 30th June 2001, net book value of fixed assets held
by the Group under hire purchase contracts amounted to
HK$43,880,000 (2000: HK$51,822,000).
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12 fiB 2 EIRE 12 Investments in subsidiaries
k. 3/
Company
—sE—5 —TTTF
2001 2000

BWTIT ENTIT
HK$°000 HK$'000

JEETMRAD - K AE Unlisted shares, at cost 52,052 52,052
NGV Due from subsidiaries 141,486 86,975
NG ¢ Due to subsidiaries (71) (1,865)

193,467 137,162

(a) MIBARZFIBTHNKREMHE28 - (a) Details of subsidiaries are set out in note 28 to the

accounts.

(b) FEULTEAFTHIE AR Z R EA IR (b) The amounts due from/to subsidiaries are unsecured and
R B - RN —EWEB AR ASE interest-free, except for an amount due from a subsidiary
#74,460,0000T (ZEETHF : B of HK$74,460,000 (2000: HK$20,000,000) which bears
20,000,0007T) 2 KR AR E BAERT interest of 4% per annum.

BHB o
13 #KF 13 Inventories
-3 |
Group
—EE—F _—_TTTHF
2001 2000

BETT EETT
HK$000 HK$°000

¥ Raw materials 1,811 4,225
RIEK [ Finished goods 22,043 11,245
23,854 15,470
B BB ERE Less: provision for slow-moving inventories (396) (401)
23,458 15,069
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AR H B it
14 B hRE R 14 Accounts receivable
RNomE—ExA=+0 EWKEXR At 30th June 2001, the ageing analysis of the accounts
SEBASFOT : receivable were as follows:
&M
Group
—EE—F —TTETF
2001 2000

BETT EETT
HK$000  HK$'000

BIEAZ90H Current to 90 days 23,428 27,699
90H £180H 90 days to 180 days 3,562 3,675
180H JA £ Over 180 days 4,331 359
31,321 31,733
HESRBREMRIEHRERRB 2EK Sale of video products and provision of replication service
IREAR7HZE60H 15 - IRiEER K& are with credit terms of 7 days to 60 days. Sales from
TR 2 SHE R SRR A sub-licensing and film exhibition are on open account
17 ° terms.
15 EfTAES 15 Accounts payable
RZZTZ—FA=+H ' ENERRX At 30th June 2001, the ageing analysis of the accounts
ZHRERTHAT ¢ payable were as follows:
£EME
Group
—EE—F _—_TTITHF
2001 2000

BWFET EETT
HK$°000  HK$'000

BIEAZ90H Current to 90 days 6,058 4,723
90H & 180H 90 days to 180 days 1,883 2,235
180H A E Over 180 days 7,593 5,793

15,534 12,751
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AR H B it
16 RE#IZMR 2 FIKIR 16 Due to the ultimate holding
company
FIR IR BEER - R ERARBA The amount due is unsecured, interest-free and repayable
B {ER o on demand.
17 HIES#HI*IE 17 Obligations under hire purchase
contracts
R=ZBEZE—FA=+H Xr&EEZ At 30th June 2001, the Group’s obligations under hire
TBENAEERIN T FHRANEE purchase contracts were repayable as follows:
EHE
Group
—se-% —TTIF
2001 2000

BETFTRT EETT
HK$000  HK$'000

—FR Within one year 11,445 10,704
E-FE In the second year 9,387 10,813
EZEERF In the third to fifth year 4,988 14,308
14,375 25,121
25,820 35,825
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A CCOUNTS
B it

18 Secured bank loans and overdrafts

&M
Group
BT _—TTTHE
2001 2000
BETFT EETIT
HK$’000 HK$000
RITBX Bank overdrafts = 651
EEIEE R Trust receipt loans 3,909 10,981
RITER Bank loans 25,643 29,115
29,552 40,747
R-BEZE—FNA=1+H - FiliR1T At 30th June 2001, the above bank loans and overdrafts
ERRELZ AR TS ERAERE : were repayable as follows:
xEM
Group
—EE—F _—_TTTHF
2001 2000
BETFT EETT
HK$°000 HK$000
—FR Within one year 8,149 14,985
F_F In the second year 4,468 3,687
E=FFERF In the third to fifth year 14,899 13,447
HEE After the fifth year 2,036 8,628
21,403 25,762
29,552 40,747

BRI LIIRITRE 2 B -
B P RE25

ik
P13
W

For details of securities for the above banking facilities,
please refer to note 25.
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19 B#F 19 Share capital
. 3AY|
Company
—EE—F —ERTF
2001 2000
HEREE EEREE
No. of ordinary ~ #B¥FIT No. of ordinary — EEFir
shares HK$000 shares HK$'000
AT ¢ Authorised:
wtA—H At 1st July 1,000,000,000 100,000 1,000,000,000 100,000
—{ARG Subdivision of 1 share into
A (FiE(a) 5 shares (Note (a)) 4,000,000,000 = — —
RNB=+H At 30th June 5,000,000,000 100,000 1,000,000,000 100,000
EETRAR Issued and fully paid:
Wt A—R At 1st July 189,000,000 18,900 2,000,000 200
BTl Issue of shares = — 187,000,000 18,700
— /ARG Subdivision of 1 share into
48 (3 (a) 5 shares (Note (a)) 756,000,000 = = —
BITRERN Issue of scrip dividends
(P 3E (b)) (Note (b)) 7,976,616 160 = =
WiRA=1+8 At 30th June 952,976,616 19,060 189,000,000 18,900

BRER_ZZTF+—HA_tLRAE
T2 ARRBERARIAE LRB IR
RRBR - ARFIESREEEKO0.
TTZRBEHETRARBETRNSHA
AEREEE¥0.027TT 2 B H A
(THFr#=m=E]) -

RER-_ZFZTTF+—A-+LHE
TZARRBRRBFRE LRBZE
BRFER - RETRAFER - A2
AEMhEREEEK0I10TT 2 &R
RRBEHE_TETFAA=THL
FREZRARESRBEM - R
AR BT R%E - BRI A E 2
WEGR 2 B 1E R Z B0k B

IS

RZZEZE—-—F—ANAH - H#£EB
7,976,616 F R EEHEH0.027T 2
R IE B AR B 0.632 T 2 (BIR 31T
ERRNEAIRE - BB FTEITRO EE
ZHBERARGRER -
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Pursuant to a shareholders’ resolution passed at the
Special General Meeting of the Company on 27th
November 2000, each of the existing issued and unissued
shares of HK$0.1 of the Company was subdivided into
five shares of HK$0.02 each (the “Sub-division”).

By an ordinary resolution passed at the Annual General
Meeting of the company held on 27th November 2000, a
final dividend of HK3 cents per ordinary share of par value
HK$0.10 each prior to the Subdivision was declared in
the form of scrip dividend with option to receive such
dividend wholly or partly thereof in cash in lieu of such
allotment for the year ended 30th June 2000.

On 8th January 2001, 7976,616 shares of HK$0.02 each
were issued at HK$0.532 per share as final scrip dividend.
The excess over the par value of the shares issued was
credited to the share premium account.



N O TE S T O T HE A CCOWUNTS
AR H B it
19 BF (&) 19 Share capital (conta)
() WBEAQRBER—NAANFRAZ (c) Under a share option scheme approved by the
RWAN=E A i - I /N od shareholders of the Company on 28th June 1999, the
SR MNERBEREE 2 EE R#T directors of the Company may, at their discretion, invite
EERMERE  UEEFAEHREZ employees and executive directors of the Group, to take
IER A HERBR TREBAR R 2K up options to subscribe for shares in the Company subject
e to the terms and conditions stipulated therein.
UTAR=ZZEZ—FA=+HZRX Details of the movement and outstanding share options
TEBRECZBHE as at 30th June 2001 were as follows:
R-ESEHE R-ZEES—%
tA—H®M*k RERES ANA=+HE
TEZ B ZHBEE RITHEZHEE
BB* &8 &8
Number of Number of Number of
options options options
HERITEE" outstanding cancelled outstanding
TER Exercise price as at during as at
Exercisable Period per share* 1st July 2000* the year 30th June 2001
—ETEFATNBE
—EZEREFESATNHB B #0.407T
19th June 2000
to 18th June 2005 HK$0.40 45,000,000 — 45,000,000

—EETERATNAAE
—ZTTH

- FRATNHE 75 ¥0.507T
19th June 2000
to 18th June 2005 HK$0.50 48,300,000 (12,850,000) 35,450,000
93,300,000 (12,850,000) 80,450,000
* FEBRESRE RITEEERFR o The number of options granted and exercise price have
HraE1E (R _E3Miat(a) BIEL A been adjusted following the Sub-division during the year
o (note (a) above).
RZZTE—FA=+H "  LillfEk As at 30th June 2001, none of the above share options
TERL T - have been exercised.
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20 #f§ 20 Reserves
F5E XA
Group Company
—EBE—Ff —TTTF —_BE—F _—_TTTF
2001 2000 2001 2000
BYTIT BEF T BYETIT BEF T
HK$°000 HK$'000 HK$°000 HK$'000
Bt 5 (B Share premium
BtA—H At 1st July 60,484 — 60,484 —
BTN RE Arising from the issue of
(B3 new shares, net of issue
TER) expenses = 53,784 = 53,784
RRABRER Avrising from conversion of
i aE convertible notes = 17,840 = 17,840
R R AET 21D Shares issued as fully paid = (11,140) - (11,140)
RAUBRR SR ETT Shares issued as scrip
Z Bt (BTE19(b) dividend (note 19(b)) 4,084 — 4,084 —
775&/_\551'57 - 7At73% i.lrﬁ - j4,568 60,484 64,568 60,484
EHRR Contributed surplus
RtA—HARK At 1st July and
7L\)iziiiiig)thi‘hﬂe 77777777 - — 51,852 51,852
HERAMERE Reserve arising on Consolidation
K+HA—H At 1st July 821 871 - —
W B A A Goodwill arising from
EEZEE acquisition of a subsidiary
(KT 7E24(d) (note 24(d)) - (50) - —
RRASTAE  mmane 21 e : -
{RE % F Retained profits
ntA—H At 1st July 115,384 59,991 659 (31)
KEERB Profit/(loss) for the year
wH (EiE) retained 37,329 55,393 34 690
RRASTA  mmame 2y 153 em oo
218,102 176,689 117113 112,995
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R

20 f&fF (=)

RRAREBRBBKTIARDE /BRI
Universe Films (Holdings) LimitedZ
BEITROMBEITAR ARG 2EHE
BR—NANFENAZ+N\BFTkE
MEBARCEEFRE L EZRE - REB
RE-NN—FRRPEUETA) « R

HFREHMBEESEHETIER - AE

BEBTEOIRTBR :

() ARAERFIRIKTEEE
BIHZAE =

(i) ARRZEENZEEESH
IR R 2ER A EEE T
PR R B e (B Rk 2 4218 -

- BRARREMIIAG

A CCOWUNTS
B it

20 Reserves (Contd)
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The contributed surplus of the Company represents the
difference between the nominal value of the Company’s
shares issued in exchange for the issued shares of
Universe Films (Holdings) Limited and the value of net
assets of the underlying subsidiaries acquired on 28th
June 1999. Under the Companies Act of 1981 of Bermuda
(as amended), the contributed surplus shall not be
distributed to the shareholders if there are reasonable
grounds for believing that:

(i)  the Company is, or would after the payment be,
unable to pay its liabilities as they become due; or

(i)  the realisable value of the Company's assets would
thereby be less than the aggregate of its liabilities
and its issued share capital and share premium
accounts.

At group level, the contributed surplus is reclassified into
its components of reserves of the underlying subsidiaries.
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21 THERERE 21 Convertible notes
FEERFLT

Group and Company
—EE—HF —TTTHF
2001 2000
BETT BEKTT
HK$’000 HK$'000
AR R i& Convertible notes 54,110 —

R-ZEZEZFLA—+8 ' KAQF]
BITANE A ££7,000,000% T 2
ERARRER ((EE]) - ZFEK
T3 AN A A2 17 FMultimedia Group
Limited (—HHELEZIZRE (M)
ERARERESZ2EHEBZA
7)) A ERIR €7,000,0003E 7T © %%
ERANBRFES2EFE AR
ZEEFL A+ NHE-TT-F
+tAZ+RABIEHERZREREE
0.51T* 2 RME LM ARA R EK
EEE#0.0270 2 TR ©

BRIFE LM RREE - TR
AR _EE A +HBEM
EHZERE - BREBZAREELRS
RAEFEEHER RS 2FEH - A2
BIZANE R A BRER N —F8H
R - WERZERE - ARERE
AR EF8% < AEBE AR o

BEARSEAY  ZERBEHEL
BRARBZBRNEWAARELD -

* BREBERFTRTMBEE @ A
ERBEE 2 GETLABREER B
0.517c (ffEE19(a))
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On 26th July 2000, the Company issued unsecured
convertible notes in the aggregate principal amount of
US$7,000,000 (the “Notes”). The Notes were issued by
the Company to Multimedia Group Limited (a company
wholly-owned by a fund under the management of HSBC
Private Equity (Asia) Limited) (the “Noteholder”) for cash
amounting to US$7,000,000. The Notes are interest-
bearing at the rate of 2% per annum and can be converted
into ordinary shares of HK$0.02 each of the Company at
the conversion price of HK$0.51* per share during the
period from 26th July 2000 to 25th July 2002.

Unless converted or redeemed earlier, all the Notes
outstanding shall be redeemed by the Company on 25th
July 2002. In addition to the principal amount outstanding
and any accrued but unpaid interest under the Notes, the
Company is required to pay an additional amount
calculated as provided in the conditions of the Notes
which would give the Noteholder an 8% internal rate of
return in the case of redemption of the Notes.

Up to the date of this report, none of the Notes had been
converted into the Company's shares or redeemed by
the Company.

* The conversion price per share has been restated from
HK$2.55 to HK$0.51 following the Sub-division during the
year (note 19(a)).
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22 AfhRAIAR 22 Other long-term liabilities
—ET-§ —TTTH
2001 2000
BE¥TiT BT T
HK$000  HK$'000
RITE R (FizE18) Bank loans (note 18) 21,403 25,762
HEAY Obligations under hire
A (FEE17) purchase contracts (note 17) 14,375 25,121
35,778 50,883
23 EERIE 23 Deferred taxation

VATS A R D 3 B0 s T AR AR 2 SR AT

The movements in deferred taxation, arising from

FIES S accelerated depreciation allowances, are as follows:

xEE
Group

—BT-—F —TTEIF

2001 2000

BETFIT EEFT

HK$°000 HK$'000

KntA—H At 1st July 2,023 1,583

NEEZ W (MF5E5) Charge for the year (note 5) 3,045 440

BANA=+H At 30th June 5,068 2,023

T B A B B4 SR 4 R R TE R
B L BERERERT -

The potential deferred taxation which is not expected to
be cystallised in the foreseeable future and has not been
provided for in these accounts amounts to:

—eT—F _TTITHF

2001 2000

BEFT BT

HK$’000 HK$000

IRITER & Accelerated depreciation allowances 2,508 2,656
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29 GEBRLTEEMIE 24 Notes to the consolidated cash flow

statement
(a) BREARFELEEKRESRAFE (a)  Reconciliation of profit before taxation to net cash inflow
Z AR e from operating activities
EHE
Group
—EE—F —_TTTH
2001 2000
BETIT EEFIL
HK$'000 HK$'000
B B2 B ) Profit before taxation 49,939 67,719
HEZEEEENE Depreciation of owned fixed assets 12,458 6,387
RIEBEHABEORFEZ Depreciation of fixed assets held under
EEEENE hire purchase contracts 11,584 6,823
A2 WA Interest income (1,170) (2,117)
RITERREZF L Interest on bank loans and overdrafts 2,673 999
A IR B F) 2 E D Interest element of convertible notes 1,004 31
TS X 25 B E81D Interest element of hire purchase contracts 2,896 1,737
HEBEEEER Loss on disposal of fixed assets 33 1,190
HEIMEFRE LI Increase in film rights — current portion (23,429) (48,253)
FEzEm Increase in inventories (8,389) (8,314)
FEURBRZN 24~ (3 hn)  Decrease/(increase) in accounts receivable 412 (18,682)
e RIENKIE Decrease/(increase) in deposits and
2 () prepayments 923 (735)
EEBBRIT TR Decrease/(increase) in pledged bank
B () deposit 2,000 (4,000)
JERBRFR 2 &N, Ofi4)  Increase/(decrease) in accounts payable 2,783 (4,086)
EMEMARIE - BT (Decrease)/increase in other payables,
R AR AR accrued charges, and amounts due to
I 2 CR A,/ #an ultimate holding company (8,490) 13,193
L 7S RmAFERE  Net cash inflow from operating activities 45,227 12,392

70



N OTES T O T HE A CCOUNTS
AR H B i
24 FEHELRBEME ) 24 Notes to the consolidated cash flow
statement (Contad)
(b) FAMEEBDN (b)  Analysis of changes in financing during the year
—E3-% ZZTZTE
2001 2000
B i B it
(BREAR) BTER ANEE TRERRE (8H8E) BROER  A0EE TARRE
Share Obligations Share Obligations
capital under hire capital under hire
including Bank purchase Convertible including Bank  purchase Convertible
premium loans contracts notes  premium loans  contracts notes

EBFT REWTT RENTT REBTT E¥Tn AEETn BETn BT
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000

WtA—H At 1st July 79,384 40,096 35,825 - 200 7,622 8,658 20,000
HBERRE Conversion into the

&in company's shares - - - - 20,000 — —  (20,000)
FRNRREFAES Issue of shares as scrip

Z Bt (EE19(0)) dividend (note 19(bl) 4,244 - - - = = = =
BAZHRE Cash inflow(outflow)

A/ () from financing - (10544) (10942) 54110 59184 32474  (6,381) -
REA O RER Inception of hire purchase

(Bit&E24(c)) contracts (note 24(c)) - - 937 - = — 33548 =
WRA=1H At 30th June 83,628 29,552 25,820 54,110 79,384 40,096 35,825 —

(c) ERFREXRH (c) Major non-cash transactions

BREIEE19(b) R 2 IR SR BN » &K Apart from the non-cash transaction disclosed under note
EERNE R D g T4 4 R B AR E 19(b), during the year, the Group entered into finance
AE1937,000T (ZETETF « Bl lease arrangements in respect of assets with a total
33,548,0007t) ¢ BEER Bt E M capital value at the inception of the leases of HK$937,000
# e (2000: HK$33,548,000).
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24 FEHELRBEME ) 24 Notes to the consolidated cash flow
statement (Contd)
(d BE-—BEHNBAF (d) Purchase of a subsidiary
e _—_TETTF
2001 2000
BYFIT EETT
HK$’000 HK$'000
FriiE z & &35 Net liabilities acquired
ER2AKRE Current account with directors - 46
H Ath &< R IE Other payables — 4
— 50
& Goodwill — 50
XA R Satisfied by
Re Cash _ _
25 SRITHE 25 Banking facilities
RZZEZ—FA=+H A&EEE As at 30th June 2001, banking facilities for approximately
ZHEHRTRHERTRENEE HK$91 million (2000: HK$95 million) were granted by
91,000,0007T (Z T T 4F : H)EHE banks to the Group, of which approximately HK$55 million
95,000,0007T) * I LA N5 & B {EK (2000: HK$77 million) have been utilised by the Group,
B AXEBEEHREFHNEE which were secured by the following:
55,000,0007C (ZZZTHF : L5
77,000,0007T) :
i) NRAEEBEZMEMFEER (i)  first legal charges over all properties held by the
E—IKETHRE Group;
(i) AAXRFR—MEHBRRZTEH (i) charge on time deposit of a subsidiary of the
FR A2 000,000 (ZEE Company of HK$2 million (2000: HK$4 million); and
T4 #E¥4,000,0007T) 1EIK
R
(i) BAARRAEIREAEER - (iiiy corporate guarantees given by the Company.
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26 #ig 26 Commitments
RZZEZ—FA=1+H  A&£EBE As at 30th June 2001, the Group had commitments
ATAVEARNERE BB 2R ENT ¢ contracted but not provided for in these accounts as
follows:
3L |
Group
—ee-% -—TTTH
2001 2000

BETT EFTT
HK$'000  HK$'000

BEERE Purchase of film rights 68,828 65,694
R 55 R M 25 Plant and machinery — 4,649
68,828 70,343
27 FHEALZXS 27 Related party transactions
REEZE_ZEE—FAA=ZTHIHF During the year ended 30th June 2001, Universe Laser &
B BEFEIBREERAR (RAA Video Co. Limited, a subsidiary of the Company, had paid
AlzMBAR) BHESHAZES rental on apartment leased for directors of HK$720,000
B [mMass Express Development (2000: HK$720,000) to Mass Express Development
Company Limited (B AR Z R & Company Limited, a fellow subsidiary to the Company.

WEBAR) (£ E#720,0007T
—ZETTTE : HF¥720,0007T) °

Br EXFTIEEIN - NEBWER L Save as disclosed above, no other material related party
HEMBEREFEALTRS - EERA transactions have been entered into by the Group. The
LR SR -—REEGRNBEESE directors are of the opinion that the above transactions
TEHHETT © were conducted on normal commercial terms in the

ordinary and usual course of business.
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28 MiiE &l 28 Subsidiaries
RZEBEZE—FNA=1+H ' KAQ7HF As at 30th June 2001, the Company held interests in the
BUTHBRAR 2% : following subsidiaries:—
HEMA I BERTR XAFFR
NS ZER BERF BFESL FERE
Issued and
Country/place fully paid up Percentage of equity
Name of incorporation share capital held by the Company Principal activities
E& [
Direct Indirect
Universe Films EBRETES ERBRA 100 — HEER
(Holdings) Limited 100%7T
British Virgin Ordinary 100 — Investment holding
Islands US$100
EFESBFERAR & LERA - 100 BOTRAMKXEZR
7%1,000,0007T BYMEER
Universe Laser & Video Hong Kong Ordinary — 100 Distribution of films
Co. Limited HK$1,000,000 in various formats and
sub-licensing of film
rights
EFYRETERDA Bt LEBRA — 100 EXMEEE
BT REY MM
Universe Films Hong Kong Ordinary — 100 Sub-licensing of
Distribution Company HK$2 film rights and film
Limited exhibition
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28 B2 Al () 28 Subsidiaries (contd)
EEf A 3L BERTR XTI
AFER ZER/ W RERSF BFESL FERE
Issued and
Country/place fully paid up Percentage of equity
Name of incorporation share capital held by the Company Principal activities
E& &
Direct Indirect
EFERMBRARAR Ei RN - 100 mem
ABE1007T
Universe Interactive Hong Kong Ordinary — 100 Operation of a web site
Limited HK$100
EFEAMRERAR £ EERA — 100 EITREIAER
#110,0007T
EIERA5%
7 110,0007T
Universe Information Hong Kong Ordinary — 100 Distribution of films
Technology Limited HK$10,000 in various formats
5% deferred
HK$10,000
Simple Trading Company Limited &% LBRA = 100 AEEZRBERE
FIBRFSHRBERAA) BT
Simple Trading Company Hong Kong Ordinary — 100 Purchasing agent for
Limited HK$2 the Group

(Formerly known as
Universe Multimedia
Limited)
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28 B2 Al () 28 Subsidiaries (contd)
EEf A 3L BERTR XTI
AFER ZER/ W RERSF BFESL TERE
Issued and
Country/place fully paid up Percentage of equity
Name of incorporation share capital held by the Company Principal activities
E& &
Direct Indirect
EFEBRERERAR Ei RN - 100 Emex
B2
Universe Information & Hong Kong Ordinary — 100 Inactive
Entertainment Limited HK$2
EFIEERERAA 9 EERA — 100 HEKERE
BT
Universe Industrial Hong Kong Ordinary — 100 Leasing of machinery
Development Limited HK$2 and equipment
EFABRHERRAA & LRI @ — 100 BERR
BT
Universe Optical Disk Hong Kong Ordinary — 100 Manufacture of optical
Limited HK$2 discs
EFEERARDA & RN - 100 MAKER®ERRY
#110,0007T
ERERA5%
##10,0007T
Universe Management Hong Kong Ordinary — 100 Provide management
Services Limited HK$10,000 services for the Group
5% deferred
HK$10,000
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28 Subsidiaries (contd)

28 B L& (&)
EEf A 3L BERTR XTI
AFER ZER/ W RERSF BFESL FERE
Issued and
Country/place fully paid up Percentage of equity
Name of incorporation share capital held by the Company Principal activities
E& &
Direct Indirect
EFREBBAT EEBER EERA - 100 BREVMEREY
#B 2ETT YR
Universe Entertainment British Virgin Ordinary — 100 Sub-licensing of film
Limited Islands Us$2 rights and film
acquisition agent
East Glory International KBRX LR — 100 Tmey
Group Limited BE VE
British Virgin Ordinary — 100 Inactive
Islands US$2
EFNEREERAA £ EERA — 100 RAEMZE
BT
Universe Property Hong Kong Ordinary — 100 Properties holding
Investment Limited HK$2
EF(RE)RERAERRA B RGN — 100 Lmax
BT

Hong Kong Ordinary — 100 Inactive

HK$2

Universe (China)
Development Limited
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28 B L& (&) 28 Subsidiaries (contd)
MR BETR e NG
INCEL ZEE/WE BERF BFESL TEXRE
Issued and
Country/place fully paid up Percentage of equity
Name of incorporation share capital held by the Company Principal activities
E& &
Direct Indirect
Globalink Advertising EE EEBRA — 100 TEEY
Limited BT BERE
Hong Kong Ordinary — 100 Advertising agent
HK$2 for the Group
HREHEEER A &t LERA — 100 B HIE
BT
Century Creator Company Hong Kong Ordinary — 100 Films production
Limited HK$2
HEEIEBERAF BB ERBRA — 100 BRI
2T
Matrix Productions Hong Kong Ordinary — 100 Films production
Company Limited HK$2
YEHEEEARLNA BB EmBRA — 100 SHEIRE AL B
BT
Digital Programme Hong Kong Ordinary — 100 Production of
Production Limited HK$2 infotainment
programmes
EFERRRERAT N LA — 100 AEERBERE
(AIEETEMREERAR) BT
Universe International Hong Kong Ordinary — 100 Purchasing agent
Technology Ltd. HK$2 for the Group

(Formerly known as

Universe Infotainment Ltd)
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29 REEZRLF] 29 Ultimate holding company
EERE RNEBEREZHEEEMAKT The directors regard Globalcrest Enterprises Limited, a
Z Globalcrest Enterprises Limited & company incorporated in the British Virgin Islands, as
ARA)ZREEERAT] © being the ultimate holding company of the Company.
30 #EKH 30 Approval of accounts
REER-_ZET—F+HA=-T+=-HE The accounts were approved by the board of directors
EEEHE - on 22nd October 2001.
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