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BE-ZZ_FA=1HILEE Forthe year ended 30th June 2002

1

PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of

these accounts are set out below:

(a)

Basis of preparation

The accounts have been prepared in accordance with
accounting principles generally accepted in Hong Kong and
comply with accounting standards issued by the Hong Kong
Society of Accountants (“HKSA”). They have been prepared

under the historical cost convention.

In the current year, the Group adopted the following new
or revised Statements of Standard Accounting Practice
(“SSAPs”) issued by the HKSA which are effective for
accounting periods commencing on or after 1st January

2001:

SSAP 9 (revised) Events after the balance sheet date

SSAP 26 Segment reporting

SSAP 28 Provisions, contingent liabilities and
contingent assets

SSAP 29 Intangible assets

SSAP 30 Business combinations

SSAP 31 Impairment of assets

SSAP 32 Consolidated financial statements and

accounting for investments in

subsidiaries

The effect of adopting these new or revised standards is set
out in the accounting policies below. Certain comparative
figures have been reclassified to conform with the current

years presentation.
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(b)

PRINCIPAL ACCOUNTING POLICIES (Contd)

Consolidation

The consolidated accounts include the accounts of the
Company and its subsidiaries made up to 30th June.
Subsidiaries are those entities in which the Group controls
the composition of the board of directors, controls more than
half of the voting power or holds more than half of the

issued share capital.

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 the

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 unamortised
goodwill or negative goodwill or goodwill/negative goodwill
taken to reserves and which was not previously charged or

recognised in the consolidated profit and loss account.

In the Company’s balance sheet, the investments in
subsidiaries are stated at cost less provision for impairment
losses. The results of subsidiaries are accounted for by the

Company on the basis of dividends received and receivable.
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PRINCIPAL ACCOUNTING POLICIES (Contd)

Fixed assets

(i)

(ii)

(iii)

Fixed assets are stated at cost less accumulated
depreciation and accumulated impairment losses.
Depreciation of fixed assets is calculated to write off
their cost less accumulated impairment losses 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'/3%
20%

Leasehold land and buildings
Leasehold improvements
Machinery and equipment

Others

Impairment of fixed assets

At each balance sheet date, both internal and external
sources of information are considered to assess whether
there is any indication that fixed assets are impaired. If
any such indication exists, the recoverable amount of
the asset is estimated and where relevant, an
impairment loss is recognised to reduce the asset to its
recoverable amount. Such impairment losses are

recognised in the profit and loss account.

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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(c)

PRINCIPAL ACCOUNTING POLICIES (Contd)

Fixed assets (Cont'd)

(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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(c)

(d)

PRINCIPAL ACCOUNTING POLICIES (Contd)

Fixed assets (Contd)

(v) Leased assets (Cont'd)

(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 comprises 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.
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(e)

PRINCIPAL ACCOUNTING POLICIES (Contd)

Film rights and films in progress

(i)

Film rights

Film rights comprise fees paid in advance and/or by
instalments under agreements and direct expenses
incurred during the production of films, for the
reproduction and distribution of films in various
formats, film exhibition, licensing and sub-licensing of

film titles.

Film rights are stated at cost less accumulated

amortisation and accumulated impairment losses.

The cost of film rights is amortised over the shorter of
the underlying license period or their economic life,

with reference to projected revenues, or 10 years.

At each balance sheet date, both internal and external
market information are considered to assess whether
there is any indication that assets included in film rights
and films in progress are impaired. If any such
indication exists, the carrying amount of such assets is
assessed and where relevant, an impairment loss is
recognised to reduce the asset to its recoverable
amount. Such impairment losses are recognised in the

profit and loss accounts.
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(e)

(f)

PRINCIPAL ACCOUNTING POLICIES (Contd)

Film rights and films in progress/Cont’d)

(i) Films in progress

Films in progress are stated at cost less any provision
for impairment losses. Cost includes all direct costs
associated with the production of films. Cost of films is

transferred to film rights upon completion.

In accordance with SSAP 29, the Group no longer recognises
films rights and films in progress as current assets at the
balance sheet date. This change in accounting policy has
been applied retrospectively and the comparatives presented
have been restated. The effect of this change is to increase
non-current assets at 30th June 2002 and 2001 by
HKS$103,051,000 and HKS$110,715,000 respectively and a

decrease in current assets by the same amount.

Film deposits

Fees paid in advance prior to the production of films under
agreements for reproduction and distribution of films in
various formats, film exhibition, licensing and sub-licensing
of film rights are accounted for as film deposits. The balance
payable under agreements is disclosed as a commitment.
Provision for film deposits is made to the extent that they
are not expected to generate any future revenue for the

Group.
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(g)

(h)

PRINCIPAL ACCOUNTING POLICIES (Contd)

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.

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet
at cost. For the purposes of the cash flow statement, cash
and cash equivalents comprise cash on hand and deposits

held at call with banks.

Provisions

In accordance with SSAP 28, provisions are recognised when
the Group has a present legal or constructive obligation as
a result of past events, it is probable that an outflow of
resources will be required to settle the obligation, and a
reliable estimate of the amount can be made. Where the
Group expects a provision to be reimbursed, for example
under an insurance contract, the reimbursement is
recognised as a separate asset but only when the

reimbursement is virtually certain.
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(k)

(m

PRINCIPAL ACCOUNTING POLICIES (Contd)

Contingent liabilities

A contingent liability is a possible obligation that arises from
past events and whose existence will only be confirmed by
the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the Group. It
can also be a present obligation arising from past events
that is not recognised because it is not probable that outflow
of economic resources will be required or the amount of

obligation cannot be measured reliably.

A contingent liability is not recognised but is disclosed in
the notes to the accounts. When a change in the probability
of an outflow occurs so that outflow is probable, they will

then be recognised as a 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.

Translation of foreign currencies

Transactions in foreign currencies are translated at exchange
rates ruling at the transaction dates. Monetary assets and
liabilities expressed in foreign currencies at the balance sheet
date are translated at rates of exchange ruling at the balance
sheet date. All exchange differences arising in these cases

are dealt with in the profit and loss account.
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(n)

PRINCIPAL ACCOUNTING POLICIES (Contd)

Revenue recognition

(i)

(ii)

(iii)

(iv)

(v)

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.

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.

Film exhibition income is recognised when the right

to receive payment is established.

Income from the optical disc replication service is

recognised when the relevant services are rendered.

Interest income is recognised on a time proportion
basis, taking into account the principal amounts

outstanding and the interest rates applicable.

Segment reporting

In accordance with the Group’ internal financial reporting

the Group has determined that business segments be

presented as the primary reporting format and geographical

as the secondary reporting format.
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PRINCIPAL ACCOUNTING POLICIES (Contd)
Segment reporting (Cont’d)

Unallocated costs represent corporate expenses. Segment
assets consist primarily of films rights, films in progress, fixed
assets, inventories and receivables and exclude items such
as operating cash. Segment liabilities comprise operating
liabilities and exclude items such as taxation and certain
corporate borrowings. Capital expenditure comprises
additions to fixed assets (note 11), and film rights and films

in progress (note 12).

In respect of geographical segment reporting, sales are based
on the country in which the customer is located. Total assets

and capital expenditure are where the assets are located.

Dividends

In accordance with the revised SSAP 9, the Group no longer
recognises dividends proposed or declared after the balance
sheet date as a liability at the balance sheet date. This change
in accounting policy has been applied retrospectively so that
the comparatives presented have been restated to conform

with the changed policy.

As detailed in Note 21, this change has resulted in an
increase in opening retained earnings at 1st July 2001 by
HK$2,859,000 (1st July 2000: HKS$5,670,000) which is the
reversal of the provision for 2000/2001 (1999/2000)
proposed final dividend previously recorded as a liability as
at 30th June 2001 (30th June 2000) although not declared

until after the balance sheet date.
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2 EBEH WESRSBEH 2 TURNOVER, REVENUES AND SEGMENT
INFORMATION
AEBTFERBUSEREE mEITE The Group is principally engaged in the distribution of films in
TE% REREREEIRE - S various videogram formats, licensing and sub-licensing of film
MR ARER - FRZEER SN rights, film exhibition and replication of optical discs. Revenues
I recognised during the year are as follows:
F&£E
Group
—®T=% -TT-F
2002 2001
BWTT BT T
HK$000 HKS$ 000
= -0 Turnover
HEEmRAKER Sale of goods and replication of
optical discs 244,494 229,788
Bl BEREZMEREZHMR Licensing, sub-licensing of film rights
and film exhibition 62,247 76,788
306,741 306,576
Hith i z8 Other revenue
F B Uk A Interest income 1,248 1,170
FEAL g Total revenues 307,989 307,746
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2 TURNOVER, REVENUES AND SEGMENT
INFORMATION (Cont'd)

Primary reporting format — business segments

The Group is organised into two main business segments:

— Distribution of films in various videogram formats and

replication of optical discs

— Licensing, sub-licensing of films rights and film

exhibition

The Groups inter-segment transactions mainly consist of licensing

of film rights, which are transferred at cost.

Secondary reporting format — geographical segments
Distribution of films in various formats and replication of optical
discs are solely operated in Hong Kong and Macau, while the
Group operates its licensing, sub-licensing of film rights and film

exhibition in five main geographical areas.

There are no sales between geographical segments.
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Turnover
External sales

2 TURNOVER, REVENUES AND SEGMENT

INFORMATION (Cont’a)

NOTES TO THE ACCOUNTS

BE-ZZ_FA=1HILEE Forthe year ended 30th June 2002

Primary reporting format — business segments

Inter-segment sales _

Segment results before

impairment losses

Less: impairment losses

of film rights

Segment results

Add: other revenue

Operating profit
Less: finance costs

Profit before taxation

Taxation

Profit attributable to

shareholders

Segment assets
Unallocated assets

Total assets

Segment liabilities

Unallocated liabilities

Total liabilities

tehi I b
HERR BERUMER
BRAmRER ER M 1] RE
Licensing,
Sale of sub-licensing
goods and of film rights
replication of and film
optical discs exhibition Elimination Group
—EF-_F _FBE_F _"BE_F _"BE_F
2002 2002 2002 2002
EB¥TT BT EB¥TT EB¥TT
HK$°000 HK$°000 HK$°000 HK$°000
244,494 62,247 —_ 306,741
21,518 (21,518) —_
244,494 83,765 (21,518) 306,741
39,691 6,118 45,809
(13,775) (8,625) (22,400)
25,916 (2,507) 23,409
1,248
24,657
(2.792)
14,865
(4,838)
10,027
228,971 40,204 269,175
136,790
405,965
16,979 27,403 44,382
112,640
157,022
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2 TURNOVER, REVENUES AND SEGMENT

INFORMATION (Cont’a)

Primary reporting format — business segments (Cont'd)

HERA
REBRER

Sale of
goods and
replication of
optical discs

—TET_F§
2002
BETT
HK$°000
EARMRR Capital expenditures 92,836
RAOTERER X Unallocated capital
expenditures
BEARMRX Total capital expenditures
e Depreciation 22,722
ROBIE Unallocated depreciation
BiTE Total depreciation
ey Amortisation charge 94,893

tehi I b
ERWER
ER M
Licensing,
sub-licensing
of film rights
and film
exhibition
—S8_fF
2002
EB¥TT
HK$°000

5,442

49

37,433

KE

Group
—EE_F
2002
EB¥TT
HK$000

98,278

55,748

154,026

22,771

2,118

24,889

132,326
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INFORMATION (Cont’a)

Turnover
External sales
Inter-segment sales

Segment results

Add: other revenue

Operating profit
Less: finance costs

Profit before taxation
Taxation

Profit attributable to
shareholders

Segment assets
Unallocated assets

Total assets

Segment liabilities
Unallocated liabilities

Total liabilities

Capital expenditures
Unallocated capital
expenditures

Total capital expenditures

Depreciation
Unallocated depreciation

Total depreciation

Amortisation charge

TURNOVER, REVENUES AND SEGMENT

Primary reporting format — business segments (Cont'd)

Rif -~ B
HEEm EXMER
RA#RER BB H8H E3E]
Licensing,
Sale of  sub-licensing
goods and  of film rights
replication of and film
optical discs exhibition Elimination Group
—ET-% =—TT-F =TT-F =—ITT-F
2001 2001 2001 2001
BT T BT T BT T BT T
HKS 000 HKS 000 HKS 000 HKS$ 000
229,788 76,788 — 306,576
— 41,308 (41,308) —
229,788 118,096 (41,308) 306,576
48,273 7,069 55,342
1,170
56,512
(6,573)
49,939
(9,751)
40,188
250,604 50,215 300,819
91,204
392,023
17,348 8,986 26,334
125,668
152,002
66,956 3,607 70,563
103,380
173,943
21,957 47 22,004
2,038
24,042
75,918 47,989 123,907
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BE-ZZ_FA=1HILEE Forthe year ended 30th June 2002

2 EXT WHWRERSBEH @ 2 TURNOVER, REVENUES AND SEGMENT
INFORMATION (Cont’a)

REIBEE — BEIBRA

EEREM
oM EER
BFIERIN)
Byl
BN R AR P R
RIE®

Secondary reporting format — geographical segments

BExa FERR HRE HIERX
Segment Total Capital
Turnover results assets expenditures
k1 et —¥P_F fut 1t k1 et
2002 2002 2002 2002
BW¥TIT BETIT BT IT BETIT
HK$000 HK$'000 HK$000 HK$'000
Hong Kong and Macau 279,029 19,167 404,355 154,026
Asia (other than Hong Kong
and Macau) 18,544 3,793 1,150 —
North America 8,730 239 436 —
Australia and New Zealand 150 20 — —
Eastern and Northern Europe 288 190 24 —
306,741 23,409 405,965 154,026
Add: other revenue 1,248
Operating profit 24,657
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2 EXT WHWRERSBEH @ 2 TURNOVER, REVENUES AND SEGMENT
INFORMATION (Cont’a)

RESBEE — HMESBEHE (& Secondary reporting format — geographical segments

(Cont'd)

—E-E] DEBELE BEE ERMRX

Segment Total Capital

Turnover results assets  expenditures

—EE-F —ET-F —EE-F —EE-F

2001 2001 2001 2001

BT BT T BT BT T

HKS$ 000 HKS$ 000 HKS 000 HKS$ 000

EBREM Hong Kong and Macau 278,937 48,178 385,039 173,943
M (BB R Asia (other than Hong Kong

RPN and Macau) 25,159 6,604 6,984 —

3t 5 North America 2,081 451 — —

BUM K 4B 75 B Australia and New Zealand 380 106 — —

RIE® Eastern and Northern Europe 19 3 — —

306,576 55,342 392,023 173,943

o Haas Add: other revenue 1,170

RSPl Operating profit 56,512
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NOTES TO THE ACCOUNTS

BE-ZZ_FA=1HILEE Forthe year ended 30th June 2002

3 OPERATING PROFIT

Operating profit is stated after crediting and

HBRTHIER : charging the following:
&M
Group
—ET_F _—TET-F
2002 2001
BETFT BT T
HK$°000 HKS'000
A Crediting
SPEE Uk 22 F 58 Net exchange gains 57 613
nek Charging
S REHE Amortisation of film rights 132,326 123,907
EEMEZRERE Impairment losses of film rights 22,400 —
B RS Write-off of film rights 9242 932
REEWE 2 EFT & 2 BB Provision for irrecoverable film deposits 1,865 —
ZE A £ Auditors’ remuneration 600 585
BT RA Staff costs (including directors’

(BRESHE) emoluments) 33,517 35,921
BEEFEERAK Cost of inventories sold 76,258 72,708
MEEFE Write-off of inventories 1,918 3,608
BECZEEEENE Depreciation on owned fixed assets 11,979 12,458
REMEHEEREAE Depreciation on fixed assets held under

ZEEEERE finance leases 12,910 11,584
T RIEF Operating lease rental in respect of

ZRERNES land and buildings 756 720
EBINER A (HEE9) Retirement benefits costs (note 9) 1,221 756
HEBREEEZEE Loss on disposal of fixed assets 16 33
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4 HMEBERF 4 FINANCE COSTS
*5RE
Group
—ET-F _—EET—F
2002 2001
BETIT BT T
HK$°000 HKS'000
AR TSIMRTEEE Interest on bank loans and overdrafts
ZIRTERRESZ ZFE wholly repayable
— hFR — within five years 7 239
— HE#% — after five years 9218 2,434
BEREFABEER Interest element of finance leases
2RISR E 2 F 2545 wholly repayable within five years 9216 2,896
ARAFREBHEEZ Interest element of convertible notes
AR R EE 2 F 255 wholly repayable within five years 7,951 1,004

2,792 6,573
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5 WA 5 TAXATION
BERFEHRIDRBAREE 2 A5 ERB Hong Kong profits tax has been provided at the rate of 16% (2001
BARBE16% (ZFE—F 1 16%) # 16%) on the estimated assessable profit for the year.
& o
XxKME
Group
82 F C—TE—F
2002 2001
BETIT BT T
HK$000 HKS$ 000
BEBFEH Hong Kong profits tax
— REE — current year 4,326 6,217
— BAFEE (B T2EE — (over)/underprovision in prior years (21) 489
EERIE (FfeE24) Deferred taxation (note 24) 603 3,045
4,838 9,751
6 BEEMERT 6 PROFIT ATTRIBUTABLE TO SHAREHOLDERS
SFARRQTERE 2 RREMRERBEF The profit attributable to shareholders is dealt with in the accounts
BH13,000c (2 —F : B of the Company to the extent of a profit of HK$ 13,000 (2001:

2,893,0007T) ° HK$2,893,000).
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BEEAHRE — &
(Z22-F : SREBERBEO0.31L)

UEREEIREBERREBEERBE=
EEEFARA=THLRBE-ZTZT—
FRAZTHLFERBANRFTZRE
BE DRI AERS 670,000t KB
2,859,0007T ° RIEMIFE (o) il 2 A<
SEHITSHEE  LEREREE W
MizE21f7# - 2RIBE =BT F LA —
AR—ZZ—FtA-—HZHIRER
MEE > WEHFANHEERRERE ZH
BRI o

8 B®BEREN

BRERBAIRERAEERFERN 2K
REEER B 10,027,0007T (ZF
T —F : 8%40,188,0007T) KB #IT
EZERZMEF98954,619,681 E
BR(ZZF—F 948,802,551 ]k
BR)GHE -

BE-ZZ-_FAA=+HILFEZE
REERF DIRBEAEE 2 RREML S
F#)E# 10,027,000t K% 967,417,025
REBRTE  NFREBRITEERZ
IEEFIGE > N EBRFABRITEZE
RERETHEMBPRIERERIT 2N
F9812,797, 344 EBRTE o

7 DIVIDENDS

—gE-F —TT-%F

2002 2001
#HFr BT T
HK$°000 HKS$'000
Final proposed dividend — Nil
(2001: HKO.3 cents) per ordinary share —_ 2,859

The previously recorded final dividends proposed and declared
after the balance sheet date but accrued in the accounts for the
years ended 30th June 2000 and 2001 were HK$5,670,000 and
HKS$2,859,000 respectively. Under the Group’s new accounting
policy as described in Note 1(0), these have been written back
against opening retained earnings as at 1st July 2000 and 2001
respectively in Note 21 and are now charged in the period in

which they were proposed.

8 EARNINGS PER SHARE

The calculation of basic earnings per share is based on the Group’s
profit attributable to shareholders of approximately
HK$10,027,000 (2001: HK$40,188,000) and on the weighted
average number of 954,619,681 ordinary shares in issue (2001:

948,802,551 ordinary shares) during the year.

The calculation of diluted earnings per share for the year ended
30th June 2002 was based on the Group’s profit attributable to
shareholders of approximately HK$10,027,000, and on
967,417,025 ordinary shares which is the weighted average
number of ordinary shares in issue during the year plus the
weighted average number of 12,797,344 ordinary shares deemed
to be issued at no consideration if all outstanding options had

been exercised.
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8 B®WEREN @

EE?‘TE—HE“HQ EMEEZBEEER

BYAXEERBE-TR-F A=
+EIJJ:$F“2§HQE’*IJLH&‘%% AR
REEMHE -

BE-_ZZT—FRA=+HLFEZSE
IREE R R TR AR R E 2 R R EL R
Fhn £ BRER 5 2 ATR AR BRI B A9 8 1
843,000t % 1,059,394,887 % L B AR
FE NFRERTERRZMEFRS
IR I ERERAERITEZBRER
AR EEE S TEMBRERERT
ZERERZINEFT80110,592,3360
TEIRETE o

9 EREFEE

R-ZZZF+-_A—H  XAFEAH
BE BEMITES) T —ERFIMED
BestE (GaBestEl) - RiERES
T8 AEBzHNREGERESE ZBREK
A (ERRBBRAMEAES 2R
5%itE  BEEEBAZMRLERA
1,000 c EEZEBRABASA
BB E4,0007T a‘r\,,ﬂ?ﬁﬁ%—rzﬂ
EHAEEEE 2B - mESHR—
XS Eﬂ%%&ﬂﬂﬂv%?\\‘ﬁézﬁ-—r
‘A -

8 EARNINGS PER SHARE (Contd)

The potential shares arising from the exercise of the convertible
notes would increase the earnings per share of the Group for the
year ended 30th June 2002 and would be regarded as anti-

dilutive.

The calculation of diluted earnings per share for the year ended
30th June 2001 was based on the Group’s profit attributable to
shareholders plus the interest on convertible notes after taxation
of approximately HK$843,000, and on 1,059,394,887 ordinary
shares which is the weighted average number of ordinary shares
in issue during the year plus the weighted average number of
110,592,336 ordinary shares deemed to be issued at no
consideration if all outstanding options and convertible notes had

been exercised.

9 RETIREMENT BENEFITS COSTS

On 1st December 2000, a Mandatory Provident Fund scheme
(“the 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 HKS$ 1,000 per employee per month. The
employees also contribute a corresponding amount to the MPF
scheme 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.
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10 EFRERETEARZHE 10 DIRECTORS’ AND SENIOR MANAGEMENT’S
EMOLUMENTS
(a) E=Me (a) Directors’ emoluments
FRARNARNRES2MERE The aggregate amounts of emoluments payable to directors
mE of the Company during the year are as follows:
F&£M@
Group
—TT-F "TT—F
2002 2001
EB¥TT BT T
HK$°000 HKS'000
Gk Fees 200 240
EX#HE EEER Basic salaries, housing allowances,
Hip 2 REYF &= other allowances and
benefits in kind 3,227 3,389
RRET B R Contributions to retirement scheme 33 22
3,460 3,651
tEEREBECNTFRELHE Directors’ fees disclosed above include HK$ 160,000 (2001 :
HITEE2HEEEB%160,000T HKS$160,000) paid to the independent non-executive
(ZZ2Z—F : B%160,000 directors.

ge) ©
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(b)

ESRERTEARZHS

(&)
HEUTHBNZESHE ABW

T

B & %8 BY

BHOTTE ¥ 1,000,0007T
7B¥1,000,001 T EE¥1,500,0007T

BMEEERRBE-ZTZT-FR
“EE-FXA=t+THLFEZ
B o

Bk B MY &F
NOTES TO THE ACCOUNTS

BE-ZZ_FA=1HILEE Forthe year ended 30th June 2002

10

(b)

DIRECTORS’ AND SENIOR MANAGEMENT’S
EMOLUMENTS (Contd)

The number of directors whose emoluments fell within the

following bands are as follows:

EEAR
Emolument bands Number of directors
—$P-F =—TT-F
2002 2001

Nil to HK$ 1,000,000 5 8
HK$ 1,000,001 to HKS 1,500,000 1 1

No directors waived emoluments in respect of the years

ended 30th June 2002 and 2001.
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10 EEREREEARZCHS 10 DIRECTORS’ AND SENIOR MANAGEMENT’S

&) EMOLUMENTS (Contd)

() BEESIHAL (c) Five highest paid individuals
AEELERSHFATEBEMSE The five individuals whose emoluments were the highest in
(ZZ2EZ2—F WMA)AQXAE the Group for the year included two directors (2001: two)
T FECHEFBEER LERIF whose emoluments are reflected in the analysis presented
B-HB=ERSHFAL (BT above. The emoluments payable to the remaining three
—F I =ZF)ZHMELBEWNT ¢ (2001: three) individuals during the year are as follows:

*TEE
Group
—EETF —E2E2—-F
2002 2001
BWTTT BT T
HK$000 HKS 000
EXxFs  EEHEAM Basic salaries, housing allowances,
MR EYH R other allowances and
benefits in kind 1,976 1,768
RIRET BB Contributions to retirement scheme 35 21
2,011 1,789
ZEATZHEBERBBOLE R The emoluments of each of these individuals fall within the
#1,000,0007T Z 4 Bl ° emolument band of Nil to HK$1,000,000.

(d BEETFTAEENHTESNE (d) Details of the share option scheme granted to the executive

MR HEST B F B HAMEE20(c) © directors of the Group are set out in Note 20(c).
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F5E

AR

iy
21

25

i
FE

(b)

BERE

Group
Cost
ZZ-FtH—-H At st July 2001

Additions
Disposals

ZZ-ERXAZ1+H At 30th June 2002

E Accumulated
depreciation

ZZ-%+tf-AH At st July 2001

e Charge for the year
Disposals

EE"FXAZ1H At 30thJune 2002

FE Net book value

ZE-FRXAZ1TH At 30thJune 2002

EZ—FXA=1+H At30thJune 2001

AEBREBZHELTHREF
DRETHENER - R=FF
“HEXRB=TH FIEZSHESE
Tt REFEREIRERBIE
TERZER GFRIE26) °

R-ZBZE_F-A=1H F&EE
BIEMEHEREZEETEEZR
EFEAB% 31,270,000t (ZF
T — 4 : 78¥43,880,0007T) °

Bk B MY &F
NOTES TO THE ACCOUNTS

BE-ZZ_FA=1HILEE Forthe year ended 30th June 2002

11 FIXED ASSETS
HE #Rux #ER BRE MAE
T REF ks B i RE AE R #E
Leasehold Leasehold Machinery Furniture
land and  improve- and and Motor Office
buildings ments equipment fixtures vehicles equipment Total
BETT  BETT  ERETn  BETn  EETn BETnT  BETxR
HK$'000 HK$000 HKS000 HKS000 HKS'000 HKS'000 HKS$'000
47,406 10,434 99,786 1,476 1,134 6,665 166,901
= 14 2,301 45 147 639 3,146
— — — — (118) 8) (126)
47,406 10,448 102,087 1,521 1,163 7,296 169,921
1,220 2,979 36,643 515 441 2,229 44,027
948 2,091 19,999 267 228 1,356 24,889
— — — — (94) (3) (97)
2,168 5,070 56,642 782 575 3,582 68,819
45,238 5,378 5445 739 588 3,714 101,102
46,186 7,455 63,143 961 693 4,436 122,874
(a) The Group’s leasehold land and buildings are situated in
Hong Kong under medium term leases. At 30th June 2002,
all the leasehold land and buildings were pledged as
securities for the Group’s bank loans (See also note 26).
(b) At 30th June 2002, net book value of machinery and

equipment held by the Group under finance leases
amounted to HK$31,270,000 (2001: HK$43,880,000).
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12 BEXHEREERER 12 FILM RIGHTS AND FILMS IN PROGRESS
BRRE RERER e
Films in
Film rights progress Total
BT BT T BT T
HKS$ 000 HKS$ 000 HKS$ 000
x%H Group
AR Cost
R=ZEZ2—F+tH—H At 1st July 2001 441,460 24,357 465,817
0 Additions 95,713 55,167 150,880
B Transfers 64,056 (64,0506) —
88 Write-off (44,428) — (44,428)
R-ZEZE_FXHB=+H At 30th June 2002 556,801 15,468 572,269
At #ERRE Accumulated amortisation
and impairment
R=-ZEZ—F+H—H At 1st July 2001 336,206 — 336,206
FREEHHE Charge for the year 132,326 — 132,326
REEE Impairment loss 22,400 — 22,400
T 88 Write-off (43,486) — (43,486)

R-ZEE—FXA=+H At 30th June 2002 447,446 — 447,446
BREFE Net book value
R-ZZBZE-FAA=1+H At 30th June 2002 109,355 15,468 124,823

R-ZZEZE—FA=1+H At 30th June 2001 105,254 24,357 129,611
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13 INVESTMENTS IN SUBSIDIARIES
FOF
Company

“BP-F —BF-F

2002 2001

EEFr BT T

HK$ 000 HKS$'000

Unlisted shares, at cost 52,052 52,052
Due from subsidiaries 147,241 141,486
Due to subsidiaries (75) (71)

199,218 193,467
(a) Details of subsidiaries are set out in note 31 to the accounts.
(b) The amounts due from/to subsidiaries are unsecured and

interest-free, except for an amount due from a subsidiary of
HKS$70,780,000 (2001: HK$74,460,000) which is interest

bearing.
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14 &R 14 INVENTORIES
*%RE
Group
—ge=% -FT—5§
2002 2001
BE¥TTT BEF T
HK$°000 HKS'000
G Raw materials 3,850 1,811
SR Finished goods 19,046 22,043
22,896 23,854
W OB ETEERE Less: provision for slow-moving inventories (909) (396)
21,987 23,458
15 BUIER 15 ACCOUNTS RECEIVABLE
REZFZ2-FRA=1H BWERRZ At 30th June 2002, the ageing analysis of the accounts receivable
RERDMAT ¢ was as follows:
*TEE
Group
—ETF —E2E2—-F
2002 2001
BWTT BT T
HK$000 HKS'000
BIEAZ90H Current to 90 days 16,660 23,428
90H & 180H 90 days to 180 days 556 3,562
1808 LA £ Over 180 days 6,166 4,331
23,382 31,321
HERGERRREERRE 2EER Sale of video products and provision of replication service are
RHA7EZE60ATE - REBRKE with credit terms of 7 days to 60 days. Sale from sub-licensing

MR EERXF I URREET and film exhibition are on open account terms.
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16 FEFMIER

REZBEZFXA=1H  BAERERZ
SREQ AT -

BNHAZ90H
90H £ 180H
1808 LA £

17 RERERATRIE

FRREERMIER « B RAN BN
g -

16 ACCOUNTS PAYABLE

At 30th June 2002, the ageing analysis of the accounts payable

was as follows:

F5KE

Group
“BB"F C—TT—F
2002 2001
EEFT BT T
HK$000 HKS$'000
Current to 90 days 5,688 6,058
90 days to 180 days 1,638 1,883
Over 180 days 6,917 7,593
14,243 15,534

17 DUE TO THE ULTIMATE HOLDING COMPANY

The amount due is unsecured, interest-free and repayable on

demand.
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18 MEREXIE 18 OBLIGATIONS UNDER FINANCE LEASES
RIEZEZFRA=1TH FTEEZ At 30th June 2002, the Group’s obligations under finance leases
REHEREARWMUT FHRAE were repayable as follows:
=
F5E
Group
—ET_f _—TT-—F
2002 2001
BETIT BT T
HK$°000 HKS'000
—FR Within one year 92,864 12,565
BHF In the second year 4,862 9,943
E=ZEERF In the third to fifth year 264 5,085
14,990 27,593
RMEHEZRRME H Future finance charges on obligations
under finance leases (430) (1,773)
MEHEEBEZRE Present value of obligations under
finance leases 14,560 25,820
mMEHEEaE The present value of obligations under
ZIREWT : finance leases is as follows:
—FR Within one year 2,496 11,445
BEHF In the second year 4,801 9,387
E=ZFRF In the third to fifth year 263 4,988
5,064 14,375

14,560 25,820
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19 FEHBITER

ERBBER

RITEN  BEARAFREHEE

EA—VV—EE/\E +E J:Wfﬂﬂ'g
MARTHHRAEE :

B 8
Nl
L

B LMBTRE 2 IKFEE  F2H
MizE26 o

19 SECURED BANK LOANS

F5E
Group
—®e-F —TT-F
2002 2001
EEFr BT T
HK$°000 HKS$'000
Trust receipt loans —_ 3,909
Bank loans, not wholly repayable
within five years 21,100 25,643
21,100 29,552

At 30th June 2002, the above bank loans were repayable as

follows:

ARE

Group
—EE-f -—TT-H
2002 2001
BE¥TTT BEF T
HK$°000 HKS'000
Within one year 4,815 8,149
In the second year 4,967 4,468
In the third to fifth year 11,318 14,899
After the fifth year —_ 2,036
16,285 21,403
21,100 29,552

For details of securities for the above banking facilities, please

refer to note 26.
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20 B&F 20 SHARE CAPITAL
3N
Company
2k = —EE-F
2002 2001
HERMA ZERHE
No. of ordinary BW¥TT No. of ordinary ~ E¥Fr
shares HK$000 shares HKS 000
SERE Authorised:
nEtB—H At 1st July 5,000,000,000 100,000 1,000,000,000 100,000
—wFRERD Subdivision of 1 share
A (It (a)) into 5 shares
(Note (a)) — —  4,000,000,000 —
MANB=1+H At 30th June 5,000,000,000 100,000 5,000,000,000 100,000
BEITRHE : Issued and fully paid:
HntB—H At 1st July 952,976,616 19,060 189,000,000 18,900
—iFARH Subdivision of 1 share
A (FE T (a)) into 5 shares
(Note (a)) — — 756,000,000 —
LB ERMD 2847 Issue of shares as scrip
(P = (b)) dividends (Note (b)) 3,426,964 68 7,976,616 160
MANB=1+H At 30th June 956,403,580 19,128 952,976,616 19,060

(a) RBAZEZEZF+-—HA=Z++t (a)
BEREITZARARBRREFIAE L
BBEZRRRER  AQAER
HEBEITZRAD BITRAR
BOROBIFEAAEREESY
0.02TZBMAMR °

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 HKS$O0.1
of the Company was subdivided into five shares of HK$0.02

each.
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20 B (@)

HETZARARRABAFAE L

BRECEBRER  ALAEM
RBREBE_ZET-FXA=1H

tFEFEzRERESREERE
#0310l - BEAURRKE S K
B ORRSAUBREZERERESAS
BERDIERADERIBORE °
R=-BZ2E-F-AtH  #5
3,426,964 BREEEY0.02
TZBRHIEEREE0.512T2E
BBITEARMRE - BHTH
TROMEZSES R ARG S
BiR -

BRER-ZZ2ZF+-B=+t
BEITZAARBRRBFASE
BRACEBRER  ARAEM
REBE-ZZTERFA=1H
HEEZRERESRETERSE
#0310l - BERAURKE S K
B ORRSUBZREESAS
mERMDIEAZBRIBMHERE -
R=-ZEZ—F—AN\H #F
7,976,616 R EEBY0.02
TR RBRBYE0.532TT 28
BBITEARBRE - BHTH
TROMEZSES B ARG S
BER -

20

(b)

SHARE CAPITAL (Contd)

By an ordinary resolution passed at the Annual General
Meeting of the company held on 26th November 2001, a
final dividend of HKO.3 cents per ordinary share 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 2001. On 7th
January 2002, 3,426,964 shares of HK$0.02 each were
issued at HK$0.512 per share as final scrip dividend. The
excess over the par value of the shares issued was credited

to the share premium account.

By an ordinary resolution passed at the Annual General
Meeting of the company held on 27th November 2000, a
final dividend of HKO.3 cents per ordinary share 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, 7,976,616 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.
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BE-—ZZ-F5XA

20 M%&)

()

BREARARFRRR—AAAER
AZt+tNEf#tEZBRES
AR ZEEAHRARAEE
ZRERBITESENBIRE
LB TE T BIR E 2 R R AR AR
RTRBARFZRE - UTH
REZBZEZEARNAZ+THZRT

ERREFHE
RIBS-% RER
tA-H 34
BRZHEER L1
BE L]
Number of Number of
options options
held at  cancelled
1st July during
2001 the year
KFzt BFst
000 000
B3
Directors:
WNREE
Mr Lam Shiu Ming Daneil 22,500 =
EERG L
Ms Chiu Suet Ying 22,500 =
RRRELE
Mr Yeung Kim Piu 6,000 =
BESEzANES
Continuous contract 16,500 (16,500
employees
10,450 (10,450)
2,500 (2,500)

R-ZEZ2-H-A=1+H" ' FH
HEEZECANEEREZE
REHDERE - LT LA -

=+HIEFE Forthe year ended 30th June 2002

20 SHARE CAPITAL (Contd)

(c) Under a Share Option Scheme approved by the shareholders
of the Company on 28th June 1999, the directors of the
Company may, at their discretion, invite employees and
executive directors of the Group, to take up options to
subscribe for shares in the Company subject to the terms
and conditions stipulated therein. Details of options

outstanding as at 30th June 2002 are as follows:

RIBSZE
~AZTH
BRCHEE
BE
Number of
options
heldat TR
30th June Exercise HH A T MR fTEmRE
2002 price Grant date Exercisable from Exercisable until
Bzt BT
000 HKS
ZETZRERATAR ZEEERERATAA ZEERERATNA
22,500 0.4 19th June 2000 19th June 2000 18th June 2005
ZETZRERATAR ZEEERERATAA ZEERERATNA
22,500 0.4 19th June 2000 19th June 2000 18th June 2005
ZETRERATAR ZEEEESCATRAAE ZEERERATNA
6,000 0.5 19th June 2000 19th December 2000 18th June 2005

ZERRFAATAR CTERFLIATAR CREEEAATAA

- 05 19th June 2000 19th December 2000 18th June 2005
“EEREAATAR CERR-ERATAE ZEREERATNE
- 05 19th June 2000 19th June 2001 18th June 2005
SEITRERATAR SEE-FtDATAR ZEREERATAR
- 05 19th June 2000 19th December 2001 18th June 2005

On 30th January 2002, all share options held by the
continuous contract employees were surrendered and

cancelled.

77



78

21 fEfm
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(FfzE20(b))
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21

Group

At 1st July 2000, as previously

reported
Effect of adopting SSAP 9

(Revised)

At Ist July 2000,

as restated

Shares issued as scrip dividends

(note 20 (b))
Profit attributable to
shareholders

2000 final dividend paid

At 30th June 2001

Representing:
Retained earnings at
30th June 2001
2001 final dividend

proposed (Note 7)

At 30th June 2001

RESERVES
wEEE
BBRE Fir 15 i FRERF e
Reserve
Share arising on Retained
premium consolidation earnings Total
BETFT BETT BETT BETT
HKS$ 000 HKS$'000 HKS$'000 HKS$'000
60,484 821 115,384 176,689
— — 5,670 5,670
60,484 821 121,054 182,359
4,084 — = 4,084
— — 40,188 40,188
— — (5,670) (5,670)
64,568 821 155,572 220,961
155,572
(2,859)
152,713
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21 e &) 21 RESERVES (Contd)
el
EiniRE R 1% 6 REARF 2% ]
Reserve
Share arising on Retained
premium consolidation earnings Total
BT T BT T BT T BT T
HKS$000 HK$000 HKS$ 000 HKS$ 000
R=ZFZ—F+H—H " Atlstluly 2001, as previously
AT 2 ], reported 64,568 821 152,713 218,102
gt ERIZE o5 Effect of adopting SSAP 9
(185 2 & (Revised) — — 2,859 2,859
R=FZF—F+tHA—H" Atlstluly200I,
wE5| as restated 64,568 821 155,572 220,961
BITURRE 2R G Shares issued as scrip dividends
(FE20(b)) (note 20 (b)) 1,686 — — 1,686
% R IEAE &R Profit attributable to
shareholders — — 10,027 10,027
—EET-FEIRARMRKE 2001 final dividend paid — — (2,859) (2,859)
R=ZBZZFXHA=1+H At30thJune 2002 66,254 821 162,740 229,815
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21 e &) 21 RESERVES (Contd)
B aE BERER REBEF |
Share Contributed Retained
premium surplus earnings Total
BIF T B F T BT T BT T
HKS 000 HKS 000 HKS 000 HKS$'000
BT Company
R=ZBZFZHELH—H At lIstJuly 2000, as previously
=T reported 60,484 51,852 659 112,995
FRNE Tt ERIZE o5 Effect of adopting SSAP 9
(R85 2 & (Revised) — — 5,670 5,670
R-ZZZZHFLtH—H " AtlstJuly 2000,
®E| as restated 60,484 51,852 6,329 118,665
BITURRE 2R G Shares issued as scrip dividends
(FfEE20(b)) (note 20 (b)) 4,084 — — 4,084
% R IEAE &R Profit attributable to
shareholders — — 2,893 2,893
—EEZFEIRARIRE 2000 final dividend paid — — (5,670) (5,670)
R=ZZZF—FXA=1TH At30thJune 2001 64,568 51,852 3,552 119,972
HERAT Representing:
R-ZZZ—FXA=1H Retained earnings at
ZRE &R 30th June 2001 3,552
—EE-FHRIK 2001 final dividend
REAREE (FFE7) proposed (Note 7) (2,859)
R=ZZZ—FXA=1TH At30thJune 2001 693
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21 e &) 21 RESERVES (Contd)
B fniRE ERman REAF e
Share Contributed Retained
premium surplus earnings Total
BT T BT T BT T BT T
HKS$'000 HKS$ 000 HKS$'000 HKS$ 000
R=ZZZ—F+LH—H " Atlstluly 2001, as previously
AT 2 ], reported 64,568 51,852 693 117,113
RmEHERIFE 5% Effect of adopting SSAP 9
(RAEFT) 2o & (Revised) — — 2,859 2,859
R-ZZEZ—F+H—H " Atlstluly200I,
KE5 as restated 64,568 51,852 3,552 119,972
BITURKEZRG Shares issued as scrip dividends
(FtzE20(b)) (note 20 (b)) 1,686 — — 1,686
B R PEA R R Profit attributable to
shareholders — — 13 13
—ZZT-FEIRARERE 2001 final dividend paid — — (2,859) (2,859)
RZZEZ-_FXHB=1+H At 30thJune 2002 66,254 51,852 706 118,812
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21 R &)

AAREHBRLDARAR/BEW
Universe Films (Holdings) LimitedZ 2
BITROMEBTAL TR < HEER
—RAARFEARAZTN\BRBEHREL
AEEFECERE - REERE-—N
N—FREE X)) - REBEHM
EEHBRETIER  WEBHMBHETED
IRFRR :

(i) FTRATVEERIRIRTERELER
Az EE ;=5

(i) XARMzEEANEZEEESEIK
AmEZENEEHEE FITRA
KBRMEERZEE -

RAKENS @ BERBREHIIABE
M A=z -

21 RESERVES (Contd)

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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22 T@ERRE

AJRREE

R-ZZBZZEFLA-+B ROFE
TARE&EEEH7,000,000% T 2 I
HUBRBREE (ZE])) - ZEZBTIH
XA 7 % 4T F Multimedia Group
Limited (—EHESHEERE GEM) A
RABEBR ES2EHAE2LE)
(REBEFHFE AL UBREER£7,000,000
ET cZEEBFNBRFES2EFE
BOR=-ZZZEFLA-+RAZE=ZE
E_FtAZ+HBIEHERNESRE
HOSI TR RERBRABARARERE
BEE¥0.02T2EBR -

BRIFEWHIRRIRBEE » FAIRAF
BR_EE_F+tA-THAERZM
ZERE c REBZREBERESRMEM
J?Eéﬂﬂré-ﬁﬂiﬁz*u,%ﬁl\  RATBERNE

ERER AT —EREIRE ([EEIHF
,MJ  UEEBEFEEARNZERERE
5] B 15 8% 2 N ZP Al ] =R

BE-ZZ-_FXA=+tHILFE " &
ZEOZEECANEXE (BEEMIE)
A BHE7,951,0007T - REERE -
ARAR—EE_F+tA-+HACEE

22 CONVERTIBLE NOTES

FRERELF
Group and Company
“EEf C—E2E2-F
2002 2001
EEFr BT T
HK$°000 HKS$'000
Convertible notes 54,110 54,110

On 26th July 2000, the Company issued unsecured convertible
notes in the aggregate principal amount of US$7,000,000 (the
“Notes”). The Notes was 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 is
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 (the “Additional Interest”) 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.

Interest expense, including the Additional Interest, in relation to
such redemption and for the year ended 30th June 2002
amounted to HK$7,951,000. Subsequent to the year end date,
the Notes has been redeemed by the Company on 25th July 2002.
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RITER (FFEE19)
BB SRR
(FfzE18)
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23 OTHER LONG-TERM LIABILITIES

*EE
Group
—BB"F C—ZT—F
2002 2001
BETIT BT T
HK$000 HKS 000
Bank loans (note 19) 16,285 21,403
Obligations under finance leases
(note 18) 5,064 14,375
21,349 35,778
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24 EBERE

BT 20 R 0 47 0. T 2 2 MRS
ERW

REtA—H
RNEEXH (FHEES)

M<A=+H
AHMAERT REREER S RERE

FRECBEELERESE BE)WM
T

IR E R R
BEEE

24 DEFERRED TAXATION

The movements in deferred taxation, arising from accelerated

depreciation allowances, are as follows:

*5E
Group
—EF-F _"ZTE-F
2002 2001
BT BT
HK$°000 HKS$ 000
At Tst July 5,068 2,023
Charge for the year (note 5) 603 3,045
At 30th June 5,671 5,068

The potential deferred taxation liability/(asset) which is not

expected to be crystallised in the foreseeable future and has not

been provided for in these accounts amounts to:

—EE"f C"E2B—F

2002 2001

BETIT BT T

HK$000 HKS$'000

Accelerated depreciation allowances 798 2,508
Tax losses (9241) —
(143) 2,508
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25 GEHeRBRME

(a) FRBADEFRELXBCRERN

AR ZHIRR

BRBE AT IR A
BECETEERE
REMEHESEZ
EEEERE
FS WA
B RAEH
EYREZRERE
EEAT 306
RITERREXZF L
AR EE RS B
BMERE S0
HEEEEEZEE
BE¥T 2 (8 R
REWEI BT 2 BB
FEZRL /()
FEW R R 2 R A
BN ERANTEA
2 (gm Hd
BHEMBRTER
2 (gm Hd
R ERRZ (R D) /18 m
HiEARHE - ERETE
FEEt R RRAER
DRFREZE M, (HD)

REEB2RERAFE
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25 NOTES TO THE CONSOLIDATED CASH FLOW

STATEMENT

(a) Reconciliation of profit before taxation to net cash inflow

from operating activities

Profit before taxation
Depreciation of owned fixed assets
Depreciation of fixed assets held
under finance leases
Interest income
Amortisation of film rights
Impairment losses of film rights
Write-off of film rights
Interest on bank loans and overdrafts
Interest element of convertible notes
Interest element of finance leases
Loss on disposal of fixed assets
(Increase)/decrease in film deposits
Provision for irrecoverable film deposits
Decrease/(increase) in inventories
Decrease in accounts receivable
(Increase)/decrease in deposits paid
and prepayments
(Increase)/decrease in pledged bank

deposit

(Decrease)/increase in accounts payable

Increase/(decrease) in other payables,
deposits received, accrued charges
and amount due to the ultimate

holding company

Net cash inflow from operating

activities

F5E

Group
—®B-F -TT-%F
2002 2001
EBETT BET T
HK$ 000 HKS 000
14,865 49,939
11,979 12,458
12,910 11,584
(1,248) (1,170)
132,326 123,907
22,400 =
9242 932
9225 2,673
7,951 1,004
216 2,896
16 33
(342) 1,552
1,865 —
1,471 (8,389)
7,939 412
(10,843) 923
(5,000) 2,000
(1,291) 2,783
18,816 (8,490)
216,597 195,047
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25 FAEReRBRME @) 25 NOTES TO THE CONSOLIDATED CASH FLOW
STATEMENT (Conta)

(b) FRBMEZB M (b)  Analysis of changes in financing during the year
a2 It
2002 2001
i3 L B& wa
(BERE) SR BAKE TAERE #| (BEEE) ROEYR HERE TARES k]
Share Obligations Share Obligations
capital under capital under
including Bank  finance Convertible including Bank finance  Convertible
premium loans leases notes Total  premium loans leases notes Total

BRFT ERTT EWMTT ERTT  ERTT  BRTn EETn BETn EETr EBETx
HK$'000 HK$'000 HK$000 HK$000 HK$000  HKS000  HKS000 — HKS000 — HKS'000  HKS000

WMtA-8
At Tst July 83,628 29,552 25,820 54,110 193,110 79,384 40,096 35,825 — 155,305
DRRSRM 281

(r&k20(b))
Issue of shares as

scrip dividends

(note 20(b)) 1,754 - = = 1,754 4,244 = = — 4,244
BECRE

(Fd) /RARE
Net cash (outflow)/

inflow from

financing - (8,452) (11,560) - (20,012) — (10,544) (10,942) 54,110 32,624
REREERRENE
Inception of

finance leases - - 300 - 300 — — 937 — 937

WAA=tH
At 30th June 85,382 21,100 14,560 54,110 175,152 83,628 29,552 25,820 54,110 193,110
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26 SHITME

RIZBZ-FXA=1AH  AEEESH
RATIRMEIRTRIE 4978%5102,000,0007T
(ZZ=Z—F : B%91,000,0007T) @ I
uTﬂ%EﬁﬁﬁiﬁﬁsaﬁmE¢
#)78%535,000,0007T (ZZE—F : B
55,000,0007T) :

(i) UAKREEBEZRENEERSE
—ORERR

(i)  HAERLDTE—EME LR ZESRFR
78#£7,000,0007T (ZZEZE—F . /8
#%2,000,0007T) 1EIEF 5 &

(i) HADFREAFER -

27 KRR
R-ZZZ-_FWA+LH  XAFZE
EMBEARBEFREFRAR (BEFR

%)) E— %”‘%%&En Sk IBE
EE=EEERREE

26 BANKING FACILITIES

As at 30th June 2002, banking facilities for approximately HK$ 102
million (2001: HK$91 million) were granted by banks to the Group,
of which approximately HK$35 million (2001: HKS$55 million) have

been utilised by the Group, which were secured by the following:

(i)  first legal charges over all properties held by the Group;

(i) charge on time deposit of a subsidiary of the Company of

HKS7 million (2001: HKS$2 million); and

(iii) corporate guarantees given by the Company.

27 PENDING LITIGATIONS

On 17th April 2002, a Writ of Summons was issued against
Universe Entertainment Limited (“UEL"), a wholly owned subsidiary
of the Company, by a third party alleging a breach of contract by
UEL and the third party claimed that it had sustained economic

loss as a result of UELs breach.
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27 RREFER @)

K=BB-EMA=TH  BFRED
ERESEFMERSMR - HEETE
mﬂm—ﬁmﬁﬁ RREZE S 25
TIRE - BT RARENEFRERAIK
Eﬁ%ﬁ%ﬁzﬁ%&%?mF

%:ig FRA=THZ®E » AQOF

2EWBARRTREHBIERAT
F%?ﬁ%bﬂﬂ F=ERHERS
R ERERLRFEFIFA LIS
FZ45EHRE - EFESRENE LT
RETAMEZ 2 —BRARERSE
o

RIELRERER  RERFAIER
FTRECZREEREBS 2BE - A
- EFRAR IELAREESHE

o RFEHAREERERMKE
2 WIMERERBEMFLEME -

28 #&ifz

(a) BEREE

J‘J_A—v v—qs/\ﬁ +E ZIKE
BT AEARRNIRE B 2R iE
mE :

it
VI
&
=h
W

27 PENDING LITIGATIONS (Contd)

On 30th April 2002, UEL issued a Writ of Summons against the
third party above for the latters wrongful exploitation of certain
rights in a film co-owned by both parties. UEL claimed to recover
loss and damages suffered by UEL as a result of the wrongful

exploitation.

Subsequent to 30th June 2002, Universe Laser & Video Co. Limited
(“ULV”), a wholly owned subsidiary of the Company issued a Writ
of Summons against the same third party for the latter’s
infringement of the licensed rights in the film above held by ULV.
ULV claimed to recover all loss and damages suffered by ULV as a

result of the said infringement.

In the opinion of legal counsel, it is premature to predict the
outcome of the above claims against UEL. However, the directors
are of the opinion that even if the claims are to be upheld, there
will be no material financial impact on the Group and

consequently no provision has been made in these accounts.

28 COMMITMENTS

(a) Capital commitments

As at 30th June 2002, the Group had commitments

contracted but not provided for in these accounts as follows:

*5%E
Group
—EE-§ —TT-—F
2002 2001
EB¥TIT BETFT
HK$'000 HKS$ 000
Purchase of film rights 44,482 68,828
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28 &Il () 28 COMMITMENTS Contd)

(b) REHEREE (b) Commitments under operating leases
RZBE-FXA=1+H &% At 30th June 2002, the Group had future aggregate
BEREBEFTHEZLEHREMN minimum lease payments under non-cancellable operating
AREZNZHREEESRAED leases as follows:

T
E 3 L]
Group
—ETF —EET—F
2002 2001
BE¥TT BEF T
HK$°000 HKS'000
T REF Land and buildings
—FR Not later than one year 108 —
F_EERER Later than one year and
not later than five years 72 —
180 —

ARARR=ZZBB=FA=+H The Company did not have any commitments at 30th June
WEAEMAE (ZFEZ —F 2002 (2001: Nil).
) -
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20 BREALZXS

RBE-_ZZ_FA=+tHLEFE
EFEHELARDF (BEQTZH
BoR) BRESHACEEEND
Mass Express Development Limited (%
Globalcrest Enterprises LimitedZ £ &
BH LA XNHEEBY720,0007T
(ZFZ—F : 8%720,000%) °

BREXFTRTES  AREAET L H
HEREEEALRS - EEAH LA
R B IR —RBEFEIFTN B EERBHE

7o

30 HHHE®ESER
AEER-ZZE-_FNARAEBA—A

M FERERE®13,500,000
7T HAE#9,500,0007T AIRBER
ST - HeRriE%4,000,0007T B LA ED
REXT o

29 RELATED PARTY TRANSACTIONS

During the year ended 30th June 2002, Universe Laser & Video
Co. Limited, a subsidiary of the Company, had paid rental on
apartment leased for directors of HK$720,000 (2001:
HK$720,000) to Mass Express Development Limited, a wholly

owned company of Globalcrest Enterprises Limited.

Save as disclosed above, no other material related party
transactions have been entered into by the Group. The directors
are of the opinion that the above transactions were conducted
on normal commercial terms in the ordinary and usual course of

business.

30 SUBSEQUENT EVENT

On 5th September 2002, the Group purchased a property at a
consideration of HK$13,500,000 which was financed by a
mortgage loan and internal cash of HK$9,500,000 and
HKS$4,000,000 respectively.
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31 MEAT 31 SUBSIDIARIES
RIEZ-FXRA=1H  AQ8EFE As at 30th June 2002, the Company held interests in the following
LUTHBAR R : subsidiaries:—
oA - ERTR ELFIFRE
718 Z Bk BMERS BxES FERH
Place of Issued and Percentage of
incorporation/ fully paid up equity held by
Name operation share capital the Company Principal activities
=k &
Direct Indirect
Universe Films (Holdings) EBEX ZERA 100 — REZR
Limited BHE BB 100% 7T
British Virgin Ordinary 100 — Investment holding
Islands/Hong Kong uss$100
RFENBEXERLA =8 ERELEN — 100 BITTEHNEH
7% 1,000,0007T EREXNE
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
BEFYRBITARLQA =8 EBERA — 100 EREXMRE
B2t REZ KR
Universe Films Hong Kong Ordinary — 100 Sub-licensing of
Distribution Company HK$2 film rights and film

Limited
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31 MEBLT @)

£

Name

BT EENRERAT

Universe Interactive

Limited

BEFEMMRERIE

Universe Information

Technology Limited

Bk B MY &F
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31 SUBSIDIARIES (Contd)

MR, BERITR T LFIRE

4} ] BERF (& N=}-4:4 FERH

Place of Issued and Percentage of

incorporation/ fully paid up equity held by

operation share capital the Company Principal activities
HiE H&

Direct Indirect

B8 EFElES — 100 e WL
B 1007T
Hong Kong Ordinary — 100 Operation of a web site
HK$ 100
&8 ERRA — 100 BT TEHNER
7 %10,0007T
59035 HE iR 7
7B #10,0007T
Hong Kong Ordinary — 100 Distribution of films
HKS$ 10,000 in various formats

5% deferred

HK$10,000
Simple Trading Company BB ERERA — 100 Hme
Limited B2
Hong Kong Ordinary — 100 Inactive
HKS$2
EFERERERAR ) EERA — 100 TEEx
BHE25T
Universe Information & Hong Kong Ordinary — 100 Inactive
Entertainment Limited HKS$2
EFTXBRERAF &g HERA — 100 HEHIRRE
B2
Universe Industrial Hong Kong Ordinary — 100 Leasing of machinery
Development Limited HK$2 and equipment
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31 MELT @) 31 SUBSIDIARIES (Contd)
MR, BERITR T LFIRE
2| 4} ] BERF (& N=}-4:4 FERH
Place of Issued and Percentage of
incorporation/ fully paid up equity held by
Name operation share capital the Company Principal activities
HiE H&

Direct Indirect

EFARHEERAR ) RS — 100 BUE K
B2
Universe Optical Disk Hong Kong Ordinary = 100 Manufacture of optical
Limited HKS2 discs
EFOXEERRAE B8 EFElES — 100 A B R E TR R
7B #10,0007T
593 FIE B A
7B #10,0007T
Universe Management Hong Kong Ordinary — 100 Provide management
Services Limited HK$ 10,000 services for the Group
5% deferred
HKS$10,000
ETFREBRAF REEX HERA — 100 REBLEE
B BB 2ETT
Universe Entertainment British Virgin Ordinary — 100 Investment in films
Limited Islands/Hong uss2 production
Kong
Universe Pictures EBEL EBERA — 100 AEB 2R WBERE
International Limited BEe BB 2ETT
(B East Glory International
Group Ltd.)
Universe Pictures British Virgin Ordinary — 100 Film acquisition agent
International Limited Islands/Hong uss2 for the Group
(Formerly known as Kong

East Glory International

Group Ltd.)
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31 MELT @) 31 SUBSIDIARIES (Contd)
MR, BERITR T LFIRE
2| 4} ] BERF (& N=}-4:4 FERH
Place of Issued and Percentage of
incorporation/ fully paid up equity held by
Name operation share capital the Company Principal activities
HiE H&

Direct Indirect

EFYEREGRAA &8 ERRA — 100 BFEWE
B2
Universe Property Hong Kong Ordinary = 100 Properties holding
Investment Limited HKS$2
EF (FE)HRER AT =i ZERA — 100 gmex
B 27T
Universe (China) Hong Kong Ordinary — 100 Inactive
Development Limited HKS$2
Globalink Advertising a8 EERA — 100 rEEZESERE
Limited B2
Hong Kong Ordinary — 100 Advertising agent
HKS$2 for the Group
HLERMEZEFRA R &8 RS — 100 REBHEUE
B 27T
Century Creator Company Hong Kong Ordinary — 100 Investment in films
Limited HKS$2 production
MBREFRAF =8 HBRA — 100 REBHEUE
B 27T
Matrix Productions Hong Kong Ordinary — 100 Investment in films

Company Limited HKS$2 production
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Name

YBH A RERRAR

Digital Programme

Production Limited

EFEBMRERQE

Universe International

Technology Limited

EFEAEEERAT
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M EE
4} ]

Place of
incorporation/

operation

)

Hong Kong

)

Hong Kong

=8

(FIFB  BmEBBERDE)

Universe Artiste
Management Limited

(Formerly known as

Hong Kong

Good Year Hong Kong Limited)

Films Station Production

Limited (A7 #8 3 3
MEAERATE)

Films Station Production

)

Hong Kong

Limited (Formerly known

as Topline Shipping

Limited)

31

SUBSIDIARIES (Contd)

ERTER
MERF
Issued and
fully paid up

share capital

ERRA
B2
Ordinary
HKS2

EERA
B2
Ordinary
HK$2

HERA
B 27T
Ordinary

HKS$2

HERA
B2

Ordinary
HKS$2

T LFIRE
(& N=}-4:4
Percentage of
equity held by
the Company

B H&
Direct Indirect

— 100

— 100

— 100

— 100

— 100

— 100

— 100

— 100

FERH

Principal activities

HERGEENE B

Production of

infotainment

programme

FEERBRE

Purchasing agent

for the Group

Management of

contracted artistes

BRI

Films production
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MR, BERITR T LFIRE
2| 4} ] BERF (& N=}-4:4 FERH
Place of Issued and Percentage of
incorporation/ fully paid up equity held by
Name operation share capital the Company Principal activities
HiE H&

Direct Indirect

EFERERAT &8 BERA — 100 HEER
B2
Universe Music Limited Hong Kong Ordinary = 100 Inactive
HKS$2
EFEXARAT =i HBRA — 100 gmex
B 27T
Universe Films Limited Hong Kong Ordinary — 100 Inactive
HKS2
32 WmMEERALF 32 ULTIMATE HOLDING COMPANY
EERH RABEZFEEMHELZ The directors regard Globalcrest Enterprises Limited, a company
Globalcrest Enterprises Limited & 748 A incorporated in the British Virgin Islands, as being the ultimate
B2 ARERDF ° holding company of the Company.
33 #ERAE 33 APPROVAL OF ACCOUNTS
REAENR=-ZZT-_F+A=-+=-HEE The accounts were approved by the board of directors on 22nd

EEHE o October 2002.



