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For the year ended 31 December 2001
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General
The Company was incorporated in Bermuda as an exempted
company with limited liability and its shares are listed on

The Stock Exchange of Hong Kong Limited.

The principal activities of the Group are distribution of video
programmes, sub-licensing video programme rights, film

exhibition and provision of video conversion services.

Adoption of Statements of Standard
Accounting Practice

In the current year, the Group has adopted, for the first
time, a number of revised and new Statements of Standard
Accounting Practice (“SSAPs”) issued by the Hong Kong

Society of Accountants.

The adoption of these revised and new SSAPs has not
resulted in any changes to the Group’s accounting policies
that have affected the amounts reported for the current or
prior periods. However, these revised and new SSAPs have
introduced additional and revised disclosure requirements
which have been adopted in these financial statements.
Comparative disclosures have been restated in order to

achieve a consistent presentation.
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Significant accounting policies

The financial statements have been prepared under the
historical cost convention as modified for the revaluation of
the leasehold land and buildings and in accordance with
accounting principles generally accepted in Hong Kong. The

principal accounting policies adopted are as follows:

Basis of consolidation
The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries

made up to 31 December each year.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated income statement
from the effective date of acquisition or up to the effective

date of disposal, as appropriate.

Investments in subsidiaries
Investments in subsidiaries are included in the Company’s

balance sheet at cost, less any identified impairment loss.

Property, plant and equipment
Property, plant and equipment are stated at cost or valuation

less depreciation and accumulated impairment losses.
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3. Significant accounting policies (continued) 3.

Property, plant and equipment (continued)

Leasehold land and buildings are stated in the balance sheet
at their revalued amount, being the fair value at the date of
revaluation less any subsequent accumulated depreciation
and amortisation and any subsequent impairment losses.
Revaluations are performed with sufficient regularity such
that the carrying amount does not differ materially from
that which would be determined using fair values at the

balance sheet date.

Any revaluation increase arising on revaluation of Leasehold
land and buildings is credited to the properties revaluation
reserve account, except to the extent that it reverses a
revaluation decrease of the same asset previously recognised
as an expense, in which case the increase is credited to the
income statement to the extent of the decrease previously
charged. A decrease in net carrying amount arising on
revaluation of an asset is dealt with as an expense to the
extent that it exceeds the balance if any, on the properties
revaluation reserve account relating to a previous revaluation
of that asset. On the subsequent sale or retirement of a
revalued asset, the attributable revaluation surplus is

transferred to retained profits.

Depreciation is provided to write off the cost or valuation of
items of property, plant and equipment over their estimated
useful lives and after taking into account their estimated

residual value, at the following rates per annum:

Leasehold land Over the unexpired period
of the lease

Buildings 2% straight-line basis

Leasehold improvements 33.3% reducing balance
basis

Plant and machinery 10% reducing balance basis

Office equipment 20% reducing balance basis

Studio and lighting equipment 20% reducing balance basis

Motor vehicles 20% reducing balance basis

Furniture and fixtures 15% reducing balance basis
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Significant accounting policies (continued)
Property, plant and equipment (continued)

The gain or loss arising on the disposal or retirement of an
asset is determined as the difference between the sale
proceeds and the carrying amount of the asset and is

recognised in the income statement.

Impairment

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have
suffered an impairment loss. If the recoverable amount of
an asset is estimated to be less than its carrying amount,
the carrying amount of the asset is reduced to its recoverable
amount. Impairment loss is recognised as an expense
immediately, unless the relevant asset is carried at a revalued
amount under another SSAP, in which case the impairment

loss is treated as revaluation decrease under that SSAP.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of
its recoverable amount, such that the increased carrying
amount does not exceed the carrying amount that would
have been determined had no impairment loss been
recognised for the asset in prior years. A reversal of an
impairment loss is recognised as income immediately, unless
the relevant asset is carried at a revalued amount under
another SSAP, in which case the reversal of the impairment

loss is treated as a revaluation increase under that SSAP.
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3. Significant accounting policies (continued)

Leased assets

Leases are classified as finance leases when the terms of the
lease transfer substantially all the risks and rewards of
ownership of the assets concerned to the Group. Assets
held under finance leases are capitalised at their fair values
at the date of acquisition. The corresponding liability to the
lessor, net of interest charges, is included in the balance
sheet as a finance lease obligation. Finance costs, which
represent the difference between the total leasing
commitments and the fair value of the assets acquired, are
charged to the income statement over the term of the
relevant lease so as to produce a constant periodic rate of
charge on the remaining balance of the obligations for each

accounting period.

All other leases are classified as operating leases and the
annual rentals are charged to the income statement on a

straight-line basis over the relevant lease term.

Inventories
Inventories are stated at the lower of cost and net realisable

value. Cost is calculated using the first-in, first-out method.

Other asset
Other asset is initially measured at cost less amortisation
and accumulated impairment losses and amortised on a

straight-line basis over its estimated useful life.
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Significant accounting policies (continued)

Film rights

Film rights are stated at cost less amortisation and
accumulated impairment losses. 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.

The cost of film rights is amortised in the proportion that
actual income earned during the year bears to the total
estimated income from the reproduction and distribution of

audio visual products and sub-licensing of film rights.

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

sheet date is reported as a non-current asset.

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
sub-licensing 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.
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3. Significant accounting policies (continued)
Film right deposits (continued)
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 income

statement.

Club memberships
Club memberships are stated at cost less any identified

impairment loss.

Revenue recognition
Revenue from the distribution of video programmes is
recognised when the video programmes are delivered to

customers and the title has passed.

Revenue from sub-licensing 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 tapes to the customers.

Film exhibition income is recognised when the right to receive

payment is established.

Video conversion fee income is recognised when the video

conversion process has been completed.

Rental income under operating leases is recognised on a

straight-line basis over the relevant lease term.

Interest income is accrued on a time basis, by reference to

the principal outstanding and at the interest rate applicable.
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Significant accounting policies (continued)
Taxation

The charge for taxation is based on the results for the year
as adjusted for items which are non-assessable or disallowed.
Timing differences arise from the recognition for tax purposes
of certain items of income and expense in a different
accounting period from that in which they are recognised in
the financial statements. The tax effect of timing differences,
computed using the liability method, is recognised as
deferred taxation in the financial statements to the extent
that it is probable that a liability or an asset will crystallise

in the foreseeable future.

Foreign currencies

Transactions in currencies other than Hong Kong dollar are
initially recorded at the rates ruling on the dates of the
transactions. Monetary assets and liabilities denominated in
currencies other than Hong Kong dollar are re-translated at
the rates ruling on the balance sheet date. Profits and losses

arising on exchange are dealt with in the income statement.

Retirement benefits scheme
The retirement benefit costs charged in the income statement
represent the contributions payable in respect of the current

year to the Group’s Mandatory Provident Fund Scheme.

Turnover

Distribution of video programmes
Sub-licensing of video programme rights

Video conversion fee income
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5. Business and geographical segments
Business segments
For management purposes, the Group is currently organised
into two operating divisions, namely distribution and sub-
licensing. These divisions are the basis on which the Group

reports its primary segment information.
Principal activities are as follows:

Distribution Distribution of video programmes

Sub-licensing Sub-licensing of video programme rights

Segment information about these businesses for the years

ended 31 December 2001 and 2000 is presented below.

Income statement for the year ended 31 December 2001

XK RHMESE
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RERME  AEBABS ARTREEE
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Distribution  Sub-licensing Other  Consolidated
BT ERBITE Hith we
HK$'000 HK$'000 HK$'000 HK$'000
FE T FEx FET FE T
Turnover SR 18,469 9,104 434 28,007
Segment (loss) profit 2B (E518) = A (35,093) (65,882) 434 (100,541)
Finance costs mEER (190)
Loss before taxation B B R & 1R (100,731)
Taxation credit HIBHE & 2,234

Loss attributable A% R E AL
to shareholders &5 18 (98,497)
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5. Business and geographical segments (continued)

Business segments (continued)

Balance sheet as at 31 December 2001

ASSETS
Segment assets

Unallocated corporate
assets

Consolidated total assets

LIABILITIES
Segment liabilities

Unallocated corporate
liabilities

Consolidated total liabilities

5. XBRHED I (&)

EBo® (&)

R-ZB2-—HF+-A=+-HZEEEEX

Distribution  Sub-licensing Other
B1T EERTE H ity
HK$'000 HK$°000 HK$°000
FET FET TET
BE
HEEE 59,234 202,395 8,414
ROBEEEEE
HEEEMRE
af&
DEAE 2,946 23,201 —

FEAREAR

Other information for the year ended 31 December

2001

Additions of property,
plant and equipment
Additions of film rights
Additions of other asset
Depreciation and
amortisation
Impairment losses
recognised in income
statement
Allowance for bad and
doubtful debts
Allowance for inventory
obsolescence

Consolidated
me

HK$'000
FAETT

270,043

2,809

272,852

26,147

442

26,589

BE-ZZ-—F+-A=+-HLEFEZH

Distribution  Sub-licensing Other  Consolidated
BT EHERRTE Ht we
HK$'000 HK$°000 HK$°000 HK$°000
FH#ET FH#ET FHETT F#ET
NEWE -

R 5 & 7% s 902 — 552 1,454
NEBREITE 2,166 7,000 — 9,166
AREHMEE — 152,064 — 152,064
TER

# 8 5,334 4,573 1,686 11,593
ERMERERZ

BB E B 11,964 69,075 — 81,039
RIRAR

B 3,173 1,674 — 4,847
REFE

B AR 1,034 — — 1,034
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5. Business and geographical segments (continued) 5. XBRUWED I 4)
Business segments (continued) EX Lt E
Income statement for the year ended 31 December 2000 BZEZ-ZEZZEF+-A=1+t—HLEEE2ZHK
bk
Distribution  Sub-licensing Other Consolidated
BT ERBITRE Hth we
HK$°000 HK$°000 HK$°000 HK$°000
FET FET F&T FET
Turnover = & 98,145 45,489 931 144,565
Segment profit 7 30 K 3,341 26,944 931 31,216
Unallocated corporate KOS
expenses 53 (488)
Profit from operations 4 2 | 30,728
Finance costs A& (363)
Profit before taxation B i A 5 18 30,365
Taxation I8 (6,336)
Profit attributable to A% R FE (G
shareholders i A 24,029
Balance sheet as at 31 December 2000 R-BEEF+-_A=+—HZEEAER
Distribution  Sub-licensing Other Consolidated
BT ERBITRE Hit me
HK$°000 HK$°000 HK$°000 HK$'000
FET FHET FHE T FET
ASSETS BE
Segment assets DEEE 82,896 102,063 9,935 194,894
Unallocated corporate KOS
assets BE 1,805
Consolidated total assets #R& & E4&E 196,699
LIABILITIES &
Segment liabilities A E 7,894 34,020 — 41,914
Unallocated corporate ROEEE
liabilities afE 933
Consolidated total liabilities 424 & & 4258 42,847
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5. Business and geographical segments (continued) 5. ¥XBR#ED I (&) i
Business segments (continued) EBo® (&) #
HH
Other information for the year ended 31 December BE-_ZSEEFE+_A=+—HILEEZHME 8
=
2000 B \
Distribution  Sub-licensing Other Consolidated
BT EHERTE Hity e ©
HK$°000 HK$'000 HK$'000 HK$'000 %
FET F&T FET FET g
Additions of property, RNEME  BE g
plant and equipment &L 8,053 — 10,271 18,324 5
Additions of film rights NBEEBHEITHE 14,968 45,230 — 60,198 'g
Depreciation and TER O
amortisation 5 11,560 17,192 795 29,547 i
2
o
Geographical segments it & 2 3B »
o)
All the Group’s operations are located in Hong Kong and REBMAEEBHOLRE SRR - g
Macau. Thus, no geographic analysis for the carrying amount I WEZINEESIHEE FAEWE -
of segment assets and additions to property, plant and BERZEREVEERDAEZMES
equipment and intangible assets is presented. oo
47
The following table provides an analysis of the Group's sales TRAEAEERMSE S ZHEBD I (T
by location of markets, irrespective of the origin of the goods/ wE M RIS HIRM)

services:

Hong Kong and Macau
Asia (other than

Hong Kong and Macau)
North America
Australia

Unallocated corporate
expenses

(Loss) profit from
operations

Contribution to (loss)

Turnover profit from operations
EER L (ER) BT
2001 2000 2001 2000
—EE-F —TTETRF —ET-—F —TTTHF
HK$°000 HK$°000 HK$°000 HK$'000
FHET FH#ET F#ET F#ETT
BB RIRM 19,079 99,340 (104,527) 4,272
TN (BER
SR PIBR A1) — 31,625 — 18,842
b3 8,928 3,000 3,986 1,787
SE N — 10,600 = 6,315
28,007 144,565 (100,541) 31,216
RHOBEER
53 — (488)
i (B1R)
i Al (100,541) 30,728
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6. Other revenue

Rental income in respect of plant and
machinery

Rental income in respect of studio and
lighting equipment

Interest income

Sundry income

7. (Loss) profit from operations

(Loss) profit from operations has been arrived
at after charging (crediting):

Amortisation of film rights
(included in cost of sales)
Amortisation of other asset
Auditors’ remuneration
Cost of inventories (included in cost of sales)
Depreciation and amortisation:
— owned assets
— leased assets

Operating lease rental in respect of rented
premises

Loss on disposal of property, plant and
equipment

Allowance for bad and doubtful debts

Allowance for inventories obsolescence

Staff costs including directors’ emoluments
— Salaries, allowances and benefits in kind
— Contributions to retirement

benefits scheme

Bad debts recovered

“p\_'\mlted 4

6. HA
THE GROUP
AEE
2001 2000
—ET—F —TTTF
HK$’000 HK$°000
Fi# T FHE T
TS R i 25
e UA 3,038 3,150
HIERE X EE
e A 2,534 728
FLE M A 317 1,080
FEIE A 808 —
6,697 4,958
7. K& (HHA) RA
THE GROUP
rEE
2001 2000
—EE—F —ZETEHF
HK$’000 HK$°000
F#ET F#ET
K (E1R) & A B Nk
(BFA) T3 &mE -
BRSBTS H 5,516 25,402
(BEFASEERD)
Hfh & EEH 793 —
Z A & 400 820
FERA (B AHEEKA) 15,029 73,756
FEME
— BEEE 5,264 3,239
— HEEE 20 906
5,284 4,145
HEMEZKERLY
Fizheis 815 746
HEME BE&E
B8 1,900 —
RIZRBEE 4,847 —
RETEREG (BEEERD) 1,034 —
BIRAN (BRESFHG)
— & RBREYAE 12,638 7,234
— RRAEFIET 8 £ 5% 392 19
13,030 7,253
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8. Finance costs

Interest on bank loans, overdrafts and
other borrowings wholly repayable
within five years

Interest on finance leases

9. Directors’ emoluments

Fees:
— Executive directors
— Independent non-executive directors
Other emoluments paid to executive directors:
— Salaries, allowances and benefits in kind
— Contributions to retirement benefits
schemes
— Discretionary bonus

The aggregated emoluments of each of the directors fell

within the HK$1,000,000 band for both years.

During the year, no emoluments were paid by the Group to
the directors as an inducement to join or upon joining the

Group. or as compensation for loss of office None of the

8. WMEEHR
THE GROUP
AEE
2001 2000
—ET—F —ETTF
HK$’000 HK$°000
Fi# T FET
ERAFRNEHEEZ
BOTER BIK
HifEEZ 58 188 330
BMEMRLZFE 2 33
190 363
9. EEMS
2001 2000
—EET—F —TETHF
HK$°000 HK3$'000
F#ET F#ET
B
— HITES — —
— BYIERITES 100 200
ENFRTEZSZEMEAMS
— ¥e - EMEREDIE 1,800 2,007
— RIREH T2
HK 31 4
— TNEBIA 600 —
2,531 2,211

BILZA °

EAME -

directors has waived any emoluments during the year.
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10. Employees’ emoluments 10.
Of the five individuals with highest emoluments of the Group,

one (2000: two) was director of the Company, whose

B 75 3R 3R M

emoluments are set out in note 9 above. The emoluments
of the remaining four (2000: three) individuals were as

follows:

Salaries, allowances and benefits in kind He  EREREYH &
Contributions to retirement benefits scheme R K48 # &t 2 it 5%

Notes to the Financial Statements

The aggregated emoluments of each these remaining four
(2000: three) highest paid individuals fell within the
HK$1,000,000 band for both years.

REASERERBZESHFALH  Hdh—% (=
ZZF :MAB)REARAES - REZH
SEHN EXEI - H#AWEZ (Z22RE
F=ZR)ALZBME20T -

A

2001 2000
—g2-% C_TTTF
HK3$'000 HK$'000
FHT THT
2,441 1,508

41 2

2,482 1,510

MEER @ EANE (CTZTFE : =R) &
mEATZHE B EEHE1,000,000% T2
ﬁq °

50
11. Taxation credit (charge) 11. BEKSR (ZH)
2001 2000
—EE-F —TTEF
HK$’000 HK$'000
FHT FBIT
Hong Kong Profits Tax BABFE

— current year — KFE = (4,665)
— overprovision in prior year — EFEHEREE — 33

Transfer from (to) deferred taxation ERGERERIE (M iF24)
(note 24) 2,234 (1,704)
2,234 (6,336)

\Limited .
0\)9 '4/7
(€} ’7(,‘9/
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B R R P EE

For the year ended 31 December 2001

HE—

11.

12.

TE-Et_A=t-ALEE

Taxation credit (charge) (continued)
No tax is payable for the year ended 31 December 2001

since the Group has no estimated assessable profits.

Hong Kong Profits Tax in year 2000 was calculated at 16%

on the estimated assessable profits for that year.

Basic and diluted (loss) earnings per share
The calculation of the basic and diluted (loss) earnings per

share is based on the following data:

(Loss) profit attributable to shareholders

Weighted average number of ordinary shares
for the purposes of basic and diluted (loss)
earnings per share

The computation of diluted loss per share does not assume
the exercise of the Company’s outstanding share options
for the year ended 31 December 2001 because the effect of
exercising an option to subscribe for an additional share of
the Company would result in a decrease of net loss per

share.

The weighted average number of ordinary shares for the
year ended 31 December 2000 for the purpose of basic
earnings per share has been adjusted for the bonus issue of

shares in November 2001.

P Limited .

11.

12.

B ER FE A (B51R) & A

BEE R (W) @)

PR A SR B3 SRR AR B A - UL EE
—EE-Ft A=+ - BUFELEEM
FEATBEIA -

“RRDE FBMNES R FE R G ER
i MR B T 16 %R 1 -

BREAREE (BR) BA
SREAREE (B8 BFRET 580

= =5 -
al = -

Rt BEEREXREE (B18)
2 B B 2 A hn 4

2001 2000
—g®-& _—TTEF
HK$°000 HK$’'000
Fi# T FitT
(98,497) 24,029
370,828,219 290,778,688

BT IR R A A R FEIMNR D 1§ B B
BROFEERD B ESREEERR
VERERBE_ZT—F+_A=+—HIt
FEEITEARE MARITEZBIME -

RE-STTF+-A=+—HILFEHE
SRERBFE A2 EBRIEFSHE
RFT—E+—AZARRTELEE -

B 75 3R 3R Y 5
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B R EE

For the year ended 31 December 2001
HE_ZT—F+-_A=t+—HILEFE

13. Property, plant and equipment 13. ¥ - BERRXE
Leasehold Studio and Furniture
landand  Leasehold Plant and Office lighting Motor and
THE GROUP buildings improvements ~ machinery  equipment  equipment vehicles fixture Total
HELH HENX BER i NS FER BRR
31 RETF % e RE BARME RE %E Ch

HK$'000 HK$000 HK$000 HK$000 HK$000 HK$'000 HK$'000 HK$000
TETL TAT TET TAT TET TETL TETL TET

COST OR KA
VALUATION -

At1lanuary 2001  R=-ZEZT4F

—R—H 7,830 1,164 26,662 20,385 7,100 4,614 4173 71,928
Additions b1 — 63 535 367 — — 489 1,454
Deficit on revaluation EfEJE (1,210) — — - - = = (1,210)
Disposals 3 — — = (17.192) — (3,959) (2,528) (23,679)
At 31 December 2001 R=ZFZ—F

+=AR

Er=E 6,620 1,227 27,197 3,560 7,100 655 2,134 48,493
DEPRECIATION E
At1January 2001  RZZZ-F

—fA—H = 258 6,065 15,532 462 3,253 2,187 27,757
Charged for the year AEEE 151 261 2,108 1,026 1,212 180 346 5,284
Written back on Bk

revaluation B (151) - - - — — — (151)

Eliminated on disposals ! £ B #& — — — (15,532) = (3,200) (2,181) (20,913)
At 31 December 2001 R=FZ—F

+=A

E=F = 519 8,173 1,026 1,674 233 352 11,977

NETBOOK VALUES ~ RERE
At 31 December 2001 R=ZE—F
+=A
== 6,620 708 19,024 2,534 5,426 422 1,782 36,516

At 31 December 2000 R=ZTZTTHE

+=R
=t-H 7,830 906 20,597 4,853 6,638 1,361 1,986 44171
The analysis of FREBEER
the cost or —3T-%
valuation as at +-R

31 December 2001  =+—HZ
of the above assets WA fE{E

is as follows: AWWT
At cost KA = 1,227 27,197 3,560 7,100 655 2,134 41,873
At2001 valuation ~ —ZFT—Ef5E 6,620 - - — — — — 6,620
6,620 1,227 27,197 3,560 7,100 655 2,134 48,493
\Limited .

(WY
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For the year ended 31 December 2001
HE-_ZT—F+_A=1+—HIEE

13. Property, plant and equipment (continued)
The leasehold land and buildings of the Group are situated

in Hong Kong and are held under medium-term leases.

The leasehold land and buildings of the Group were revalued
at 31 December 2001 by Adonis Appraised Limited, an
independent firm of professional valuers, on an open market
existing use basis. The net deficit arising on valuation has

been charged to the properties revaluation reserve account.

If the leasehold land and buildings had not been revalued,
they would have been included in these financial statements
at historical cost less accumulated depreciation

HK$2,457,000 (2000: HK$2,528,000).

The aggregate net book value of assets held under a finance
lease at 31 December 2001 amounted to HK$81,000 (2000:
HK$101,000).

P Limited .

13.

M= BEREE @)
AEEZBELIRETHURES B
RERKRA -

AEEHELHREFR_FTT—F+_AH
=t HABYEXMGEMTEFERR
ARRBEERAREZAFMEELER - &
EREFED B EE A FREERME -

WHEL W REFWEELERS  MZFL
MEBFREREELKARRBERE
2,457,000 7T (Z 2 F T4 : 2,528,000/
JO) At AM SRR o

RZBEE—F+-A=+—H BERER
WA 2EERMFERTEA81,000% T
TEETL : 101,000 TT) °

A
[

5 75 3 3R B =
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Notes to the Financial Statements

B R EE

For the year ended 31 December 2001
HE_ZT—F+-_A=t+—HILEFE

14. Interests in subsidiaries

Unlisted shares, at cost
Amounts due from subsidiaries

Allowance for amount due from a subsidiary

14. MBS~ A=

FEEM RO KA
JRE Wiz Bt B8 2 R) 3R IE
JRE Uiz Bt B8 2 ) SRIE B A

The amounts due from subsidiaries are unsecured, non- JE U B

interest bearing and have no fixed terms of repayment. In

THE COMPANY

£
2001 2000
—g2-5 —TTTH
HK$°000 HK$°000
FHET FHET
83,553 83,553
206,852 42,072
(69,000) =
221,405 125,625

ffERRFALEERRRE - BEE

EERH - EFERR - RRTEARKD

the opinion of directors, the amounts will not be repaid in FRERZSENE -

the next twelve months.

Details of the Company’s wholly-owned subsidiaries at 31

December 2001 are as follows:

Name

DEEBE

Ocean Shores (BVI) Limited

Ocean Shores Distribution
Limited
BEETERAA

Ocean Shores Licensing
Limited

Ocean Shores Pictures Limited
(formerly known as
Plexwood Limited)

BEEZEBRAA
(R & Plexwood Limited)

AR EHBAAR - BF

A
A
|
S
i
|
i}
[1]

t—BZEEMT :

Particulars
Place of of issued
incorporation share capital
E it B 3L it B EERTRA
British Virgin 1,000 ordinary shares of
Islands US$1 each
REBRERHS 1,000/% & A% [ fE 155 7T
2 EBR
Hong Kong 1,000,000 ordinary shares
B of HK$1 each
1,000,000f% & A% [ & 178 7T
2 &R
British Virgin 10,000 ordinary shares of
Islands US$1 each
REBRLES 10,000/ & A (B 135 7T
Z BB
British Virgin 1 ordinary shares
Islands of US$1 each
REBERHS 1REBREEIET
Z BB
\imited .
(0\)'9 ~ '4/7
O ’7(,‘9/

Principal activities and
place of operation

TEXEBREXMBE

Investment holding in
Hong Kong
MEBREER

Sub-licensing of video programme
rights in Hong Kong
MEBERZREE BE1TE

Sub-licensing of video programme
rights outside Hong Kong
and Macau

A E B KORPI A M [
BIRFARE B BT

Investment holding in Hong Kong

REBREER
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B R R P EE

For the year ended 31 December 2001
HE-_ZT—F+_A=1+—HIEE

14.

Interests in subsidiaries (continued) 14. B A BI#ER (&)
Particulars
Place of of issued Principal activities and
Name incorporation share capital place of operation
AR ER F 0 BR 3L i B B B®ITRA FTEEBREEMI
Ocean Shores Video Hong Kong 10 ordinary shares of Distribution of video programmes,
Limited B HK$100 each and film exhibition, provision of
BESEAERAA 20,000 non-voting video conversion services in
deferred shares Hong Kong and Macau
of HK$100 each*
10/% & IR E {8 10078 7T REEFORFIETER
2 &5 AR 2 20,000/% fiE - R
BREE 1008 T2 I 12 4 F2 4R il =X E AR AR 75
BERERELERD
Smart Choice Investments Hong Kong 2 ordinary shares Distribution of video programmes,
Limited BB of HK$1 each television programmes, and
ZHRRERRAA REREENST other video features in
2 &R Hong Kong
REBBITZREAE -
BREE - HFER
HAREm
* The non-voting deferred shares, which are not held by the i ZE BB RERERG BRI EEN S =R

Group, carry practically no rights to dividends nor to receive
notice of nor to attend or vote at any general meeting of the

relevant companies nor to participate in any distribution on

winding up.

The Company directly holds the interest in Ocean Shores

(BVI) Limited. All other subsidiaries are indirectly held by the

Company.

None of the subsidiaries had any debt securities outstanding

at the end of the year, or at any time during the year.

(WY

\Limited .

8 BUREAARBRRAGZEE  HEZX
ERGREST LREZER - EERE T
AEZEEEADIK °

7N A 7] B # # B Ocean Shores (BVI) Limited
2w o FTEEMKNEB AR AAR R HE
A -

B I 2 B 0 6 A B S AN 4R T AR B ) 49
EMEARERD 2 EBES

B 75 3R 3R Y 5
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B R EE

For the year ended 31 December 2001
HE_ZT—F+-_A=t+—HILEFE

15. Film rights 15. ERRITHR
THE GROUP
rEH
HK$°000
FET
Cost B 7R
At 1 January 2001 T —F—HF—H 162,114
Additions NE 9,166
At 31 December 2001 T —F+-A=1+—H 171,280
Depreciation and impairment TeERBRE
At 1 January 2001 T -F—HF—H 49,018
Charge for the year rFEEEH 5,516
Impairment loss recognised B R EEE 24,175
At 31 December 2001 —EE—F+-_A=+—H 78,709
Carrying amounts BRTH A
At 31 December 2001 T —F+-A=1+—H 92,571
At 31 December 2000 —ETETFEF+_A=1+—H 113,096
2001 2000
—2E-—F —TTEF
HK$°000 HK$'000
FET FiBT
Analysised as: DWE
Non-current portion of film rights BREITE ZIFBNEEH 68,418 80,569
Current portion of film rights BREITEZBEHH 24,153 32,527
92,571 113,096

As the price for old titles remained low due to keen
competition, the directors reassessed the recoverable amount
of the file rights at the balance sheet date. Total impairment
loss of approximately HK$24,175,000 was recognised. In
the opinion of the directors, the carrying value of the film
rights as at 31 December 2001 represented the net selling
price of this asset which was determined by reference to
valuations as at 31 December 2001. The valuations were
performed by Adonis Appraisal Limited, an independent firm
of professional valuers, and were determined based on the
present value of the expected future revenue arising from
the distribution and sub-licensing of the film rights, which
was derived from discounting the projected cash flow by a

discount rate. The discount rate used was 22 %.

P Limited .

0(0 =

An

BREEFERERZT I TNRE - KE
ENEEEEMEERRITRZAKE SR
4 RTERA)24,175,0008 T 2 M EKE - &
ERR BEBTENR-_ZT-—F+ZA=
TAZEEERRZEEZ HEBEE
Bs2E-_EZ—F+-F=+—HZGEMm
HEE - (HERBYEXMHEMTZETES
PRATIHEST » TIABITRERELEITEE
HIFTIS A ek 2 A E - MZBRERB
FRERBHETRSREFMAMGSLE - FER
ZHIREH22% °
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B R R P EE

For the year ended 31 December 2001
HE-_ZT—F+_A=1+—HIEE

16. Other asset

COST

Rights and benefits arising from the licensing
agreement with a distributor in the
People’s Republic of China (the “PRC")
acquired on acquisition of subsidiaries
and at 31 December 2001

Depreciation and impairment
Amortisation charged for the year
Impairment loss recognised

At 31 December 2001

Carrying amount
At 31 December 2001

The amortisation period adopted for the other asset is 10

years.

16. Hih&E
HK$'000
FET
B AR
7 U B8 B /BB A R B[R] ER A Uk BB
REARLFE ([FE])
BEATR R] M P 1
MELEMR-_ZZT—F+_-A4
=+ —HZEANRF = 152,064
e RRE
F N 793
BRI E EE 56,864
—EE—F+-HF=+—H 57,657
iR EE
-+ _-_HA=+—H 94,407

HibBEEMRA 2 #HHR10F o

In the opinion of the directors, the carrying value of other
asset as at 31 December 2001 represented the net selling
price of this asset which was determined by reference to
the valuation as set out in the valuation report issued by
Adonis Appraisal Limited, an independent firm of professional
valuers, dated 22 November 2001. The valuation was
determined based on the present value of the expected
future revenue arising from the licensing agreement, which
was derived from discounting the projected cash flow by a
discount rate. The discount rate used was 22%. After making
due enquiry, the directors were satisfied that the value at
22 November 2001 was not materially different from that

at 31 December 2001.

“p\_‘\mlted " A

EERR EMEER_ZT—F+=A
T-BZREEREHEEEZERFE M
ZEFENIRB EEGEMTRANER
BRARR-ZEZE—F+—A-+-HRIEZ
R ERE FTE 2 MEmEE - Wb ERA
FREX AR @R EFRAE 2 BB
EnEEERWAREASE - FTAZITRER
22% ° EHEAE  EERR-TE—F+—
A+ ZAZHER_ZTZT—F+_A=+
—BUIEEREAEER -

B 75 3R 3R Y 5
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B R EE

For the year ended 31 December 2001
HE_ZT—F+-_A=t+—HILEFE

17. Inventories

Raw materials R
Finished goods BUK

Finished goods of HK$1,921,000 (2000: nil) are carried at

net realisable value.

18. 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 to 60 days. The sub-licensing of
video programme rights are covered by customers’ deposits

placed with the Group.

The following is an aged analysis of trade receivables at the

balance sheet date:

0 — 30 days Z £30H
31 - 60 days 31260H
61 — 90 days 61290H
Over 90 days 90H I £
\Limited .
(0\)9 An
O ’7(,‘9/

17.

18.

3
THE GROUP
rEHE
2001 2000
—EE-—F —TETHF
HK$°000 HK$°000
FE T F#E
596 1,637
3,244 3,428
3,840 5,065

751,921,000 7T (ZZTEF : M) IZA
B FEAE -

B2 RWRE

BOFRGMAE - ERHREARZRGAE
B A AREF AN - FEEHN F308
E6ORTE - ERERPEHARITE T
FARAEESfEE -

REER  BHRUKIBZREDTAOT :

THE GROUP
e

2001 2000
—e®-5 -TTTH
HK3$'000 HK$'000
FHE T
197 178
425 1,450
71 1,968
853 873
1,546 4,469
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For the year ended 31 December 2001

BE

19. Amounts due from related companies

20.

—EF-FT-ASt-HLEE

THE GROUP

China Star Entertainment Limited
(“China Star”)

China Star HK Distribution Limited
("CsbL")

At 31.12.2001

At 1.1.2001

R-FEFE—F R_ZFT—F

F= A =F=FE —A—H
HK$°000 HK$°000
FET FETT
AEE
FHESEFR
AE([RFEE]) 146 —
R ERBET
AR A
(fcsbLl) 44 —
190 —

Mr. Heung Wah Keung and Ms. Chen Ming Yin, Tiffany are

directors of and have beneficial interests in these two

companies.

The amounts are unsecured, non-interest bearing and have

no fixed terms of repayment.

Trade payables

20.

19. EWRENBEERRARE

Maximum amount
outstanding
during the year
FARER
=3
HK$°000

FE T

146

44

MEREENRARLLAR/ES - URZ

MERREE ER#EE -

ZEFRASBERMAR R L - BEREEERK

H o

BEZEMNNRE

The following is an aged analysis of trade payables at the balance sheet date:

REEH  BZRNRBZEREITOT

0 - 30 days
31 - 60 days
61 — 90 days

Over 90 days

TE30H
31£60H
61290H
90H A k£

P Limited .

THE GROUP
AEE

2001 2000
—g®-% _—TTTH
HK3$’000 HK$'000
FHT TET
156 =
17 329
= 141
31 —
204 470

5 75 3 3R B =
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B R EE

For the year ended 31 December 2001
HE_ZT—F+-_A=t+—HILEFE

21. Obligations under a finance lease 21. MEMEYERE
Minimum Present value of
lease payments lease payments
BERAS HEBE
2001 2000 2001 2000
—EEB-F —TETF ZEE-F —TTEF
HK$'000 HK$'000 HK$’000 HK$'000
FET FT FET Fi&ET
Amounts payable under 1R 1% gt & 78 49 & 1+
a finance lease: B
Within one year —F R 26 27 23 23
In the second to E_EZREN
fifth year inclusive (BIEEREMSF) 60 84 55 78
86 111 78 101
Less: Future finance W Biaph &
charges R 8 10 — —
Present value of lease TR A R A
obligations RE 78 101 78 101
Less: Amount due for B —FR
payment within J& =
one year ok (23) (23)
Amount due for payment — 4F 1% i f<f
after one year k=] 55 78
It is the Group’s policy to lease certain of its equipment REEB—MARERNFTNEASE T&
under a finance lease. The average lease term is 5 years. FHBEERSF - MEDIRFENEHE -
Interest rates are charged at commercial rates and fixed at WHREIMBBEHNEBETE - AR
the respective contract dates. All leases are on a fixed EEEENE - EWEF KA SET M
repayment basis and no arrangements have been entered e
into for contingent rental payments.
The Company’s obligations under the finance lease are RARIZRERNAEHYUEBAZEESE
secured by the lessor’s charge over the leased assets. EERER -
\Limited .
0(0\)'9 '4/7,7(/6/
»
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For the year ended 31 December 2001
HE-_ZT—F+_A=1+—HIEE

22. Share capital

Ordinary shares of HK$0.10 each

Authorised:
At 1 January 2000
Increase in authorised share capital (note a)

At 31 December 2000 and
at 31 December 2001

Issued and fully paid:

At 1 January 2000

1,000,000 shares issued on 5 November 1999
credited as fully paid (note a)

Issue of shares by capitalisation of capital
reserve account (note a)

Issue of shares by public offer (note b)

Issue of shares by capitalisation of share
premium account (note c)

At 31 December 2000 and
at 1 January 2001
Exercise of share options (note d)
Subscription of shares (note e)
Bonus issue of shares (note f)
Issued of shares as consideration for
acquisition of subsidiaries (note g)

At 31 December 2001

ments

22. BRAX

BREE0.10/8 7T 2 & @K

R ¢
—FERF-A—A
% 2 BR800 (#a)

EBRTRBREKA :
T F—HF—H
1,000,0000% A BR 51| &
R, (Fa)
BERGBEREREART
BITRAD (ta)
AAREERXEITRG (77b)
DR EREREARNT
BT D (aEc)

“ETTFF-A=F+-BR
e
708 R IR MR (#£0)

R (ite)

BATALIR (327)
BAXMKBHBARDRER
BRI (Hg)

—2T-4+-A=+—~

\Limited .

(WY

Number of
shares Amount
B Kok
‘000 HK$°000
FER FET
1,000 100
999,000 99,900
1,000,000 100,000
1,000 —
— 100
1,000 100
37,500 3,750
110,500 11,050
150,000 15,000
15,000 1,500
33,000 3,300
198,000 19,800
79,200 7,920
475,200 47,520

B 75 3R 3R Y 5
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B R EE

For the year ended 31 December 2001
HE_ZT—F+-_A=t+—HILEFE

22. Share capital (continued)

Notes:

(a)

Pursuant to written resolutions of sole shareholder of the
Company passed on 19 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 5 November 1999 were also credited as fully paid

at par.

The then shareholders of Ocean Shores (BVI) Limited
exchanged their shares in Ocean Shores (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 interests

in Ocean Shores (BVI) Limited before the share exchange.

On 15 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 to the share

premium account of the Company.

On 15 February 2000, 110,500,000 ordinary shares of
HK$0.10 each were issued and allotted as fully paid at par to
the shareholders whose names appeared on the register of
members of the Company as at the close of business on 19
January 2000 in proportion to their then respective
shareholdings in the Company by way of capitalisation of a
sum of HK$11,050,000 out of the share premium account of

the Company.

“p\hnNed 4

)
%
%
,p

22.

BRA ()

i
(a)

RIEARAFRE—RER-_ZTTF—A+H
BHBBZEEAREZR  ADAHER
999,000,000/% & fXEI fE0.107%8 7T 2 I 17 -
# % E R AN B 100,000/ T & &
100,000,000/ 7T - R B + AR BIREEE
71,000,000/% & A EIE0.107% 7T 2 A BR 5
BERRG - R—AANE+—ARBAUE
ARk 7 X 817 2 1,000,0008% B 13 IR E 1R
EEARIABHR -

Ocean Shores (BVI) Limited & B 2 % 5 #5 F7
# 2 Ocean Shores (BVI) Limited% {3 % #
2,000,0008% A A R o Bt - & ER#]
P % BT 45 2 7% 7 =] AR A28 b f51) B 48 5 M PR AR AT
FT#5 4 2 Ocean Shores (BVI) Limitedf& 4 Lt,
BIFER °

—TTTHE_R+HA - AARHEEAR.33
BT Z B DR AL I1737,500,0000 5
BRTE{E0.10/8 T 2 EBARAMERIR & ([3E 1T
IR - BAFRAGIIRBE D BHTR
NEEZZBEEBARAR ZRMRER -

“ZETF_ATHAB  ARAHRMEE
AR B E R AR 3R 2 3#: 87 11,050,000/ 7T
BREAX  REERN_ZTTTF—A+NA
TN B R A6 SR RE 2 51 R A R IR ff 2 AR
R RESEREAMRHAD R REL I3
71 & B2 % 110,500,000/ & iR E {E0.10% 7T
ZHREBR -
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For the year ended 31 December 2001
HE-_ZT—F+_A=1+—HIEE

22. Share capital (continued)
Notes: (continued)
(d) During the year, 15,000,000 share options were granted and

exercised as follows:

Date of exercise TEEH

12 February 2001 —TE—F=-A+=H
10 April 2001 —TE-FWATH
12 April 2001 —ZTE-FWA+=H
17 April 2001 —TE-—FWA++LH
20 April 2001 T -—FWA=-+H
29 May 2001 —TT-FRA-t+NH
4 June 2001 T -FXAWEA

No share options were outstanding as at 31 December 2001.

(d) A 15,000,000/ B1% H R 1TE 2 BB AL

22. B (&)
i (8
mT -

Exercise price Number
per share of shares
BRITEE R &5 #E

HK$

ETT
0.3610 6,000,000
0.3610 1,000,000
0.3610 3,000,000
0.5488 1,500,000
0.6240 500,000
0.9776 1,500,000
0.9936 1,500,000

15,000,000

Total cash
consideration
before expenses
KRINBRBAX 2
ReBNRE

HK$

BT

2,166,000
361,000
1,083,000
823,200
312,000
,466,400
1,490,400

7,702,000

—®T-F+-A=t—R AEHFKT

22 AR HE -
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22. Share capital (continued)

Notes: (continued)

In October 2001, the Company issued 33,000,000 new shares
of HK$0.1 each to Classical Statue Limited, a wholly-owned
subsidiary of China Star, the substantial shareholder of the
Company, at a price of HK$1 per share, which represented a
discount of approximately 16.67% to the closing market price
of HK$1.2 per share on 28 September 2001. The proceeds
were used as working capital by the Company. These shares
rank pari passu with other shares in issue in all respects.
Details of this transaction are set out in the Company’s

announcement dated 4 October 2001.

In November 2001, the Company issued one bonus share for
every share held by the shareholders whose names appeared
on the register of members of the Company at the close of
business on 31 October 2001 . An aggregate of 19,800,000
bonus shares were issued and credited as fully paid at par by
capitalisation of a sum of HK$19,800,000 of the share
premium account. Details of this transaction are set out in

the Company’s announcement dated 4 October 2001.

In November 2001, the Group acquired the entire issued share
capital of Plexwood Limited (now re-named Ocean Shores
Pictures Limited) by issue of 79,200,000 new ordinary shares
of HK$0.10 each in the Company. The total market value of
the shares issued by the Company on the date of acquisition
was HK$152,064,000. These shares rank pari passu with other
shares in issue in all respects. Details of this transaction are

set out in the Company’s circular dated 7 December 2001.

22.

MR (4)
7 )

(e)

—ET—F1 A ARAAARAFEFERE
FE R 22 &M B QA Classical Statute
Limited % 733,000,000f% & AR E {8 0.1 7T
ZHR - BRIEEIHBT  BRONR=-ZTZ
—FNA-TNBZRTESRI.2BTH
E#16.67% °c FIBRIBAE REARRAZ

BEAS  RERGESHALRAMDE
ARBEERSER o L% 52 FHHN
ARAR=BE—E+ABATEZAMS -
—2T-F+-A ARAE-FE-E+

A=+— B DR 45 R 2 5 AR AR

Hfft 2 IR AT B ARAR 1D AT B — ARATAR 2

L 5 B AT AL B o AN 2 R #5 BR 15 05 1B IR
19,800,000 THFE AR - REEEITE
19,800,000/ ABRSI ABBALRR - FiliZ2 5

ZHEBHRARAR-_ZZT—F+AEB T
/N7

“ET—F+—f - A&E#1779,200,000
R EAREE0. 10T AR R L AR » LA
BEFYEERARZHEEITRA - ZF
HARRBETZROHNEEE B 2ETER
152,064,000/ 7T ° 2 FMR M 1E S 77 E5H
HEBTROZEREEN - LilixF52
HBHERADRAR_TE—F+-A BT
2K o
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23. Reserves

THE GROUP rEE
At 1 January 2000 —ZT2TFE—-F—H
Revaluation surplus on HE T Rk
leasehold land and buildings ~ #ZFE {42 E
Capital reserve arising from KB A& EFE
additional consideration BITRGOE
received from previous WM (B
issue of shares FEEAZ
by a subsidiary BARGEE
Capitalisation (note 22(a)) B A&{b31T (Hf7#22(a))
Share issue expenses BIIRODAEX
Issue of shares by public BEARESET

offer (note 22(b))

Capitalisation (note 22(c))
Profit for the year

Bt - EHERER
Xz (fift7£22(b))
B AR BAT (B it22(c)
AR 2 A

At 31 December 2000 —TETHF
and at 1 January 2001 TZA=+—HK
—ZEZ—F—A—H
Revaluation deficit on HE LR
leasehold land and buildings 15 & f& # &
Share issue expenses BEARMEX
Exercise of share options TR
(note 22(d)) (Hta£22(d))
Subscription of shares REER 5
(note 22(e)) (Kt 7E22())
Capitalisation (note 22()) B Z&R{LEE1T (M #22(1)
Issue of shares as NGE LN
consideration for K ETRMDIERNRE
acquisition of subsidiaries (Kt#£22(g))
(note 22(g))
Loss for the year REEBE

At 31 December 2001

~FT-4+-A=+-A

23. %
Properties
revaluation
Share Capital reserve
premium reserve /S
ROEE BEXRE EMRE
HK$000 HK$'000  HK$'000

FHET TET FET

— 16,079 6,304

= = 280

= 3,955 =
= (200) =
(7,840) = =

46,125 — —
(11,050) = =

27,235 19,834 6,584

(799) = —
6,202 = =

29,700 = =
(19,800) = =

144,144 = —

186,682 19,834 5,525

Retained
profits
(Accumulated
losses)
REER
HK$'000
FET

61,170

(98,497)

(13,298)

Total
gt
HK$'000
FHET
83,553

280

3,955
(200)
(7,840)

46,125
(11,050)
24,029

138,852

(1,059)
(799)

6,202

29,700
(19,800)

144,144
(98,497)

198,743
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HE=

23.

FE—Ft-A=T-ALFE

Reserves (continued)

23. &% @)

Contributed Accumulated

surplus losses Total
BHER E- At
HK$'000 HK$°000 HK$°000
TET TFET FET
83,353 — 83,353
— — (7,840)

— — 46,125

— — (11,050)

— (201) (201)
83,353 (201) 110,387
— — (799)

— — 6,202

— — 29,700

— — (19,800)

— — 144,144

= (71,455) (71,455)
83,353 (71,656) 198,379

Share
premium
% 17 3% 1B
HK$'000
FET
THE COMPANY VNN |
At 1 January 2000 —ZETEF—H—H —
Shares issued in exchange &3 ] & 2 &)
for shares of a subsidiary  f& 17 i1 3 17 B
(note 22(a)) (Kfat22(a) —
Share issue expenses BEITROAX (7,840)
Issue of shares by public ~ HRIEARBEEEITRG -
offer (note 22(b)) BB AR (ff7£22(b)) 46,125
Capitalisation (note 22(c)) & A&{t# 1T (K a£22(c)) (11,050)
Loss for the year REFEEE —
At 31 December 2000 —EETF+=A=+—H
and at 1 January 2001 r=—Z2Z—%—H—H 27,235
Share issue expenses BITRMOAX (799)
Exercise of share options 17 fif & f% 1
(note 22(d)) (Bt a£22(d)) 6,202
Subscription of shares RERH
(note 22(e)) (Hi7E£22(e)) 29,700
Capitalisation (note 22(f)) B A& 31T (Hf7£22(f) (19,800)
Issue of shares as UL HE IS A )
consideration for K 21T R (D
acquisition of subsidiaries {E&K(E
(note 22(g)) (M15£22(g)) 144,144
Loss for the year KEZEE —
At 31 December 2001 —EE—F+_-_HA=+—H 186,682
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 Ocean
Shores (BVI) Limited and the value of net assets of the
underlying subsidiaries upon completion of the group
reorganisation on 19 January 2000.
\Limited .
(0\)'9 An
€ ’7(,‘9/

NA BB AR IE B #0cean Shores (BVI)
Limited2 1T M 217 2 A2 R H B
H_TTTF A+t hABTREESHER
MERREESEMEZER -
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23. Reserves (continued)
Under the Companies Act 1981 of Bermuda (as amended),
the contributed surplus account of a company is available
for distribution to shareholders. However, a company cannot
declare or pay a dividend, or make a distribution out of

contributed surplus if:

(@)  the company is, or would after the payment be, unable

to pay its liabilities as they become due; or

(b)  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.

“p\_'\mlted 4

23.

)
%
%
,p

)
RIEEHEE-NN—FRAE (ETE) -
R AR BR TR - AEARSTE
R K

(@) ARAFBERIRDIKEEEEEDH
BfE

(b) ARARMEEANHEBABERZENEE
B BEIERARBRMDEER A
o
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HE_ZT—F+-_A=t+—HILEFE

24. Deferred taxation 24, EEBIIE
THE GROUP
rEH
2001 2000
—EE-F —TTEF
HK$’000 HK$°000
FET FiET
At 1 January —HA—H 4,907 3,203
Transfer (to) from income statement (note 77) 8 (1) AU zER (Afat11) (2,234) 1,704
At 31 December +=—A=+—8 2,673 4,907
At the balance sheet date, the components of provided REER  ERBECHEELAE (BFE) 21
deferred taxation assets (liabilities) were as follows: T5%IE :
THE GROUP
rEH
2001 2000
—EE-F —TTEF
HK$’000 HK$°000
FET Fi&ET
Tax effect of timing difference because of: THREZRGZE :
Excess of tax allowance over depreciation GRBERBTECEZ8 4,109 4,907
Estimated tax losses HE BB EE (1,436) =
2,673 4,907
There were no material unprovided deferred taxation at the REER - WEEMERRBERERE -
balance sheet date.
Deferred tax has not been provided on the valuation (deficit) BN EERE T RIEFRE 25 B A
surplus arising on the revaluation of leasehold land and MHERBIE MU ERZZEEEMR
buildings as (loss) profit arising on the disposal of these CRE) B EE D EMEERIERE - Bt -
assets would not be subject to taxation. Accordingly, the EHE T ERTERZE o

revaluation does not constitute a timing difference for tax

purpose.

P Limited .
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HE—

25.

TE-Et_A=t-ALEE

Reconciliation of (loss) profit before taxation 25. BRBiAT (E518) % 7 B2

to net cash outflow from operating activities

(Loss) profit before taxation

Interest income

Interest expenses

Amortisation of film rights

Amortisation of other asset

Depreciation

Loss on disposal of property, plant and
equipment

Impairment loss recognised on other asset

Impairment loss recognised on film rights

Allowance for bad and doubtful debts

Allowance for inventories obsolescence

Additions of film rights

Decrease (increase) in inventories

Increase in film rights deposits

Increase in trade receivables

Decrease (increase) in other receivables,
prepayments and deposits

Increase in amounts due from related
companies

Decrease in trade payables

Decrease in other payables and accruals

(Decrease) increase in receipt in advance

Net cash outflow from operating activities

Bt (B51R) & A

FLS A

BRI

B RITREEN

H A& B 5

e

HEWE - BE k&
&R

HthBEEZEERRERE
ERREFRITRAERRE
RIZRBE
REFERE
NEBREITE
T &R A (38 h0)
ERRTRIZESIEN
B 5 W IR L N
H i B U RIE ~ FERRIE R
e A (48 h0)
& W2 B8 & 1 R) kIR
& hn
B 5 BN KRR D

H BN RERERERRD

AR IR Ot ) 2 40

REXBZHREREFR

\Limited .

(WY

BRER

FRHEZHR

2001

—gR-f

HK$°000
FET

(100,731)
(317)
190
5,516
793
5,284

1,900
56,864
24,175

4,847

1,034
(9,166)

191
(4,184)
(1,924)

6,568
(190)
(266)

(1,816)
(10,268)

(21,500)

ExRKz

2000
—EETF
HK$'000
FAETT

30,365

(1,080)
363

25,402

4,145
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HE=

26.

27.

FE—Ft-A=T-ALFE

Acquisition of subsidiaries

NET ASSET ACQUIRED

Rights and benefits arising from the licensing
agreement with a distributor in the PRC:

SATISFIED BY
Shares allotted

During the period since acquisition, the subsidiaries made
no significant contribution to the Group in respect of the
cash flows, turnover and contribution to the consolidated
net profit attributable to shareholders for the year. Details

26. WHREHIE 2 A

2000
—ZETEHF
HK$'000
FE&T

2001
—B2-F
HK$’000
F#ET
kB EE
R B — 31T R ) S R AR
WRFTELE 2R R - 152,064
FRAER
fic 2% A% 15 152,064

of this acquisition are set out in the circular issued by the

Company dated 7 December 2001.

Analysis of changes in financing during the

year

At 1 January 2000

Issue of shares up to completion
of the group reorganisation

Issue of shares after the group
reorganisation

Expenses incurred in connection
with the issue of shares

Repayment of bank loans

Inception of a finance lease

Payment of capital element of
finance lease

At 31 December 2000
and at 1 January 2001

Issue of shares

Issue of shares for acquisition
of subsidiaries (note 22(g))

Expenses incurred in connection
with the issue of shares

Payment of capital element of
finance lease

At 31 December 2001

27. FAMEESH DN

Share capital

including
share premium Bank loans
RA& (BFimE) BITEM
HK$°000 HK$'000
FET FETT
—ZEFT—H—H — 10,486
TERK & B = 4R A
BITIR M 200 —
SEBHEE
BITR G 49,875 —
BTG
Zib-2 (7,840)
BRRITER — (10,486)
AIZEEMELD — —
X RE L
Z BRI — —
—ETETEF+=-A=+—H
R—_ZTZE—F—H—H 42,235 —
BTG 40,702 —
RUYEN B A R mEITRG
(Kt3E22(g)) 152,064 =
BEITRMAX
(799) —
XNEERLN 2
i) — —
—EE—F+=-A=+—H 234,202 —

BB AR - BB R I R A SR B A
EzReRE  LEBRRREMGLGES AT
EREMERER - WBEZFHBHRARE
REZBE-F+ - AEHBEHZBENK-

Obligations
under a
finance lease
AL AN RE
HK$'000
F#ET

1,318

17

(1,334)

101

(23)

78

o \_'\r_nlted 4
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HE—

28.

29.

FE-Ft-AST—ALFE

Major non cash transactions

On 26 November 2001, the Group acquired the entire issued
share capital of Plexwood Limited (now re-named Ocean
Shores Pictures Limited) by issue 79,200,000 new ordinary
shares of HK$0.10 each in the Company. The total market
value of the shares issued by the Company on the date of

acquisition was HK$152,064,000.

For the year ended 31 December 2000, the Group entered
into a finance lease in respect of assets with a total capital
value of the inception of the finance lease of approximately

HK$117,000.

Pledge of assets

At 31 December 2000, the Group’s banking facilities utilised
of approximately HK$2,402,000 were secured by certain of
the Group’s leasehold land and buildings located in Hong
Kong with a total net book value of HK$7,580,000. During
the year ended 31 December 2001, the banking facilities

expired and the pledge was released.

P Limited .

28.

29.

FEHFRERS

—TE—F+—HF=+B AEEHT
79,200,000/ & I E{E0.10/8 TTA 2 A3 &
R - AU EEPlexwood Limited GRE 5 & &
BEZEERAR) 2HEBTRAE - ZF
HAARBETZRONKBE B ZETER
152,064,000/ JC °

i

E_TETEFEL+_A=+—HIEFE K
ERETEETURERY  ZFEER
BERYRIRRE 2 ERNRELA117,000%8

o

ES
[

o

EEER

—EETF+_A=+—0  AEEEER
ZIRITEE#2,402,0008 T » UARNE@EE
FEREFE A $£7,580,000% 7T 2 & T
RIEFEAEM BE_TT—GF+-HA=
+—HIEFE  ZSHEAEEHERER - @
BB INE R
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30. Commitments

(a)

(b)

Lease commitments

At 31 December 2001, the Group had commitments
for future minimum lease payments under non-
cancellable operating leases in respect of land and

buildings which fall due as follows:

—FRA

Within one year
In the second to fifth year inclusive

Operating lease payments represent rentals payable
by the Group for its office premises. Leases are mainly
negotiated for an average term of three years and

rentals are fixed for an average of three years.

At the balance sheet date, the Company did not have

any lease commitments.

Other commitments

At 31 December 2001, the Group had commitments
contracted but not provided for in the financial
statements in respect of purchase of film rights

amounting to HK$9,928,000 (2000: HK$10,276,000).

At the balance sheet date, the Company did not have

any other commitments.

\Limited .

(WY

30. A&iE
(a)

RE_ERF (BEEEMF)

(b)

HAERE
—EE-—F+-A=+—H X5EH
RER TR ER < L REFD
AERgeEc ARRERSAE
mr

THE GROUP
rEE

2001 2000
—EE-—F e S
HK$°000 HK3$'000
FER TXT
815 815
204 1,019
1,019 1,834

EERNAERARERAENER
ff2HEe - BOHTERTH=FAY
®E - MTH=FrALEETE -

I NN I 2 7l =2

pill>

H AR

T -—F+ZA=+—H F5E
FRUBBZETEAR N ERERE
2 359,928,000 L (ZETTF ¢
10,276,000/ 7T.) °

o

REE R - AR E 8 H AR
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31.

Related party transactions

(a)

(@]

In July 2001, Mr. Hung Leung Tak, Jackson (a former
director of the Company and resigned on 31 August
2001) acquired motor vehicles with a total net book
value of approximately HK$753,000 and a club
membership with a carrying amount of approximately
HK$300,000 from the Group at a consideration of
HK$700,000 and HK$300,000 respectively.

In October 2001, the Company issued 33,000,000 new
shares of HK$0.1 each to Classical Statue Limited, a
wholly-owned subsidiary of China Star, at a price of
HK$1 per share, which represented a discount of
approximately 16.67% to the closing market price of
HK$1.2 per share on 28 September 2001. Details of
this transaction are set out in the Company’s

announcement dated 4 October 2001.

On 29 November 2001, the Group entered into
agreements with CSDL and China Star International
Distribution Limited (“CSID") respectively, pursuant to
which both companies agreed to grant to the Group
the exclusive right which included the theatrical rights,
video rights and other medium rights (except internet
rights) of three movie titles for a total consideration
of HK$9,100,000. The consideration was determined
at a price agreed between the parties. At the balance
sheet date, the Group paid a deposit of HK$2,730,000
pursuant to the terms of agreements. Details of this
transaction are set out in the Company’s
announcement dated 30 November 2001. Both CSDL

and CSID are wholly-owned subsidiaries of China Star.

During the year, the Group received the following

amounts from related companies:

(WY

0(0 =

\imited .

An

31.

FREALXRS

(a)

ZTT—F+ A HREEE (KRR
AEESE BER_ZEZT—FNA=+
—HEHE) £ B LA & 700,000/ 7T K
300,000/ AN B ERE R ES
#*#9753,0008 T2 SEREEELR
300,000 7T 2 B #5 °

—EE—F+ A ARERERIET
ZERATFEEZZ2ENE D A
Limited 17
33,000,000/ & fx E{E 0.18 7T 2 %7
B’ BEEERRERBRHIN - —
FAAZFTNBZRME1. 2B T E
#16.67% ° LIl R 52 FEHREALD
AR-ZZ—F+AmNBHEZA
ﬁﬁ °

Classical Statute

—EE—F+—AZtThB XEE
DAEPHEFBEZETAERAAR
China Star International Distribution
Limited ([CSID)) &7 5% @ % F R A
HREMAEERE=2EY 2 BR
TR AE BRI REMEN
PRBRAE (BB A IR BRAERR SN - BAR(E
/39,100,000 7T - ZREBSFTXT
WE - NEER  AKREEREZS
e 2 R X (942 £2,730,000/ 7T °
PS5 2HFBHERARAR —FE
—F+—A=+BEHEZAM - ZZ
RAARTHEZZEMBAA o

FA - ANEE R RDERRUERA T &
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THEZEFRAA

W BT Z BOR (atiii)

China Star HK Entertainment Limited and China Star
Pictures Limited are wholly-owned subsidiaries of China

Star.

Note:

(i) Rental income was received and receivable by the
Group for the use of certain studio and lighting
equipment. The prices were similar to the prices offered

to other customers.
(ii) The Group sold these assets at their carrying amount.

(iii) The Group received in advance 50% future sub-
licensing proceeds for video programme rights of 14
films. The consideration was determined at a price
agreed between the parties. The deposit was refunded
during the year ended 31 December 2001 as the

agreement was cancelled.

(e)  Details of amounts due from related companies are (e)

set out in note 19.

\Limited .

(WY

31. Related party transactions (continued) 3. BBEALRF ()
THE GROUP
rEE

Name of Company Nature 2001 2000
YNGR =] —EE-F —ZTETE

HK$°000 HK$°000

FET FET
China Star Rental income (Note i) 361 213
2 HEWA (K ati)
CSDL Rental income (Note i) 44 —
FREFEBETERAA He WA (7Fi)
China Star HK Entertainment Proceeds from sales of property, — 900
Company Limited plant and equipment (Note ii)

HEEEBREERAA HEWE - BB RRME (Fi)
China Star Pictures Limited Sub-licensing fee (Note iii) — 10,000

TREESREERAFALRTHEY
EERARATHEZZERENE

NG

i

() #AEEAEBAEAETEERE
HREMERSE RERMBESWA -
ZEEREREME P W ER
A -

(iy AEERAELERSEE -

(i) AKBEREUMERERIIEEY
FERMBBRTEZIMERE
50% ° ZRETVIRE T HE 2 B
BT REERBE_ZTZT—F+
ZRA=+—HIEFEBUABER IR

8]

J& W B 3B A B BR R 2 BB R T R
19 °
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32. Post balance sheet events

On 11 February 2002, the Company announced the following

transactions:

(a)

On 5 February 2002, the Group entered into an
agreement with Gainful Fortune Limited (“Gainful
Fortune”) under which the Group conditionally agreed
to grant to Gainful Fortune the hotel and intranet
distribution rights in respect of an aggregate of up to
300 pictures in the PRC for a term of not less than 6
months from the commencement date of the
respective licence agreements for a total consideration
of HK$80,000,000. The consideration was satisfied
by the issue of convertible notes by Gainful Fortune
to the Group with principal amount of

HK$80,000,000.

The convertible notes bear interest at 1% per annum
which will be payable yearly in arrears. The maturity
of the convertible notes is three years from the date
of the issue of the convertible notes. However,
between the issue date and maturity, only Gainful
Fortune has the right to redeem whole or any part of
the convertible notes. The convertible notes carry the
right to convert the whole of the outstanding principal
amount of the convertible notes into Gainful Fortune’s
shares at a conversion price of HK$4 (subject to
adjustment) per share on the maturity date. However,
the holder of the convertible notes may convert the

convertible notes with the consent of Gainful Fortune.

(WY

\Limited .

32.

HEBHERSBHE
TE-F-A+—H ' AQRAMH IR

So

T _F_AFEA AEEHA
Gainful Fortune Limited ([ Gainful
Fortunel) AT #37% © A& BB (G4 R
[ Gainful Fortune® H B & % =
300%E & Fr 2 BE 5 K 7 Bk A9 B 1T
B AR E R BT S
FRmEME BiLsT6A - BEER
80,000,000/ 7T ° #% fX & IA Gainful
FortuneMl R &£ B & £ KX & 8 B
80,000,000/ 7T 2 Al #& e RIR S A e

—
Q
=

AMRBERARESEIEXZMAFE -
ABFXMNAMANE - JRERERS
BT HMRER AR =F 28 -
Am - RETHRIBER - &
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32. Post balance sheet events (continued)

(b)

On 5 February 2002, the Group and Gainful Fortune
entered into a sale and purchase agreement pursuant
to which the Group conditionally agreed to sell to
Gainful Fortune the entire issued capital of Ocean
Shores Licensing Limited for an aggregate
consideration of HK$80,000,000. The consideration
was satisfied by the issue of convertible notes by
Gainful Fortune to the Group with principal amount
of HK$80,000,000. Upon completion of the sale and
purchase agreement, the Group acquired a 40%
interest in Gainful Fortune at the par value of HK$1

each for such number of shares (being not more than

1,000) issued by Gainful Fortune to the Group.

The convertible note bears interest at 1% per annum
which will be payable yearly in arrears. The maturity
of the convertible notes is three years from the date
of the issue of the convertible notes. However,
between the issue date and maturity, only Gainful
Fortune has the right to redeem whole or any part of
the convertible notes. The convertible notes carry the
right to convert the whole of the outstanding principal
amount of the convertible notes into Gainful Fortune’s
shares at a conversion price of HK$4 (subject to
adjustment) per share on the maturity date. However,
the holder of the convertible notes may convert the

convertible notes with the consent of Gainful Fortune.
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32. Post balance sheet events (continued)

(@]

On 5 February 2002, the Group and CSID entered
into a licensing agreement pursuant to which CSID
conditionally agreed to grant to the Group the
licensing rights in the PRC (except Hong Kong, Macau
and Taiwan) and Mongolia in respect of 116 movies
for a term of 10 years from the date of completion of
the licensing agreement at a total consideration of
HK$33,800,000. The consideration was determined
based on the valuation report prepared by Adonis
Appraisal Limited, an independent firm of professional
valuers, dated 31 January 2002. The consideration
would be settled by the issue of convertible notes
with principal amount of HK$33,800,000 by the

Company.

The convertible notes bear interest at 1% per annum
which will be payable semi-annually in arrears. The
convertible notes will mature on three years from the
date of the issue of the convertible notes and are
redeemable only on the maturity date. The convertible
notes carry the right at any time between the issue
date and maturity to convert the whole or any part of
the outstanding principal amount of the convertible
notes into the Company’s share at a conversion price

of HK$4 (subject to adjustment) per share.

On 5 February 2002, the Group and CSID entered
into a territory supply agreement whereby CSID
conditionally agreed to, during the term of three years
from completion of the territory supply agreement,
grant in favour of the Group a first right of refusal to
acquire the exclusive distribution rights in respect of
each film in the PRC (except Hong Kong, Macau and
Taiwan) and Mongolia (“Distribution Rights”).

(WY

o©

\_\mlted

32.

=] ;— H Tﬁglﬁ (ﬁ;)

(c)

“TTE_F_RAH AEEHECSID
RIS iE R CSIDBKHERER
R Rk SE Ak B BB ST 10E ) - )
REBRLENEEXETR(BH -
RPIR A ERIN RE &S 2 FE - 2
KB 4 33,800,00058 7T ° KRB TR
VEEMAEMTRBATEER QAR
—EE_F A=+ HREZMEE
o ZzRENEEEEER D AT
7N < #8 433,800,000/ 7T 2 Al 2 AR 3
B A o

o

AR RARFEE R IENME
BAELEXNAHANE - JRERE
B AT AR AR R AR B AR At = F 3
RERBMARTED - Al BEEE
MAE#ER - ATREITH =2 H B EEE
KA MEFRAE T (HERE) A
BERERZE2ARBHABRASHE
HBBARRAR

T _F-RAAH AEEHECSID
Rl @ gt E R - CSDAERGRE
B i [ 4R 1% 5 e B B R A = F
A DASEREBEBERUNES
BHELAETE(FE  RFIKSER
N REE 2 BRETRE ([B17#]) -

B 75 3R 3R Y 5

Notes to the Financial Statements

77



B 75 3R 3R M

Notes to the Financial Statements

78

Notes to the Financial Statements

B R EE

For the year ended 31 December 2001
HE_ZT—F+-_A=t+—HILEFE

32. Post balance sheet events (continued)
Pursuant to the territory supply agreement, the Group
shall pay an amount of HK$5,000,000 to CSID as a
deposit for the grant of the first right of refusal to
acquire the Distribution Rights and as security for the
licence fees payable under the territory distribution
agreements to be entered into. If the Group elects to
acquire the Distribution Rights, a territory distribution
agreement in respect of the film will be entered into
pursuant to which the Group shall pay a licence fee
in respect of each film calculated by reference to its
grading, ranging between HK$200,000 for a grade C
film (cost of production not more than HK$5,000,000)
to HK$1,000,000 for a grade A++ film (cost of
production of at least HK$30,000,000). The territory
distribution rights in respect of a film will be for a

period of 10 years.

The transactions (a) and (b) were approved by the
shareholders and the transactions (c) and (d) were approved
by the independent shareholders in a special general meeting

held on 8 April 2002.
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