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For the year ended 31st December, 2002

The Company is 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 film production, distribution
of motion pictures and television drama series, production of and trading
in video products and compact discs, programme broadcasting and

design and production of advertisements.

In the current year, the Group has adopted, for the first time, a number
of new and revised Statements of Standard Accounting Practice (“SSAPs”)
issued by the Hong Kong Society of Accountants. The adoption of these
new and revised SSAPs has resulted in a change in the format of
presentation of the cash flow statement and the statement of changes
in equity, and in the adoption of the following new and revised
accounting policies which has had no material effect on the results for
the current or prior accounting years. Accordingly, no prior year
adjustment has been required.

Foreign currencies

The revisions to SSAP 11 “Foreign Currency Translation” have eliminated
the choice of translating the income statements of subsidiaries operated
outside Hong Kong at the closing rate for the year. They are now required
to be translated at an average rate. Accordingly, on consolidation, the
assets and liabilities of the Group’s subsidiaries outside Hong Kong are
translated at exchange rates prevailing on the balance sheet date. Income
and expense items are translated at the average exchange rates for the
year. Exchange differences arising, if any, are classified as equity and
transferred to the Group’s exchange reserve. Such translation differences
are recognised as income or as expenses in the year in which the
subsidiary is disposed of. This change in accounting policy has not had
any material effect on the results for the current or prior accounting

years.
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For the year ended 31st December, 2002

Cash flow statements

Under SSAP 15 (Revised) “Cash Flow Statements”, cash flows are
classified under three headings, namely operating, investing and
financing, rather than the previous five headings. Interest received and
paid, which were previously presented under a separate heading, are
classified as investing and financing cash flows respectively. Cash flows
arising from taxes on income are classified as operating activities unless

they can be separately identified with investing or financing activities.

Employee benefits

In the current year, the Group has adopted SSAP 34 “Employee Benefits”,
which introduces measurement rules for employee benefits, including
retirement benefits plans. Because the Group participates only in defined
contribution retirement benefits schemes, the adoption of SSAP 34 has

not had any impact on the financial statements.

The financial statements have been prepared under the historical cost
convention 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 31st
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.
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For the year ended 31st December, 2002

Goodwill

Goodwill arising on consolidation represents the excess of the cost of
acquisition over the Group’s interest in the fair value of the identifiable
assets and liabilities of a subsidiary or an associate at the date of
acquisition.

Goodwill arising on acquisitions prior to Tst January, 2001 continues
to be held in reserves and will be charged to the income statement at
the time of disposal of the relevant subsidiary or associate or at such

time as the goodwill is determined to be impaired.

Goodwill arising on acquisitions on or after Tst January, 2001 is
capitalised and amortised on a straight-line basis over its useful
economic life. Goodwill arising on the acquisition of associates is
included within the carrying amount of the associates. Goodwill arising
on the acquisition of subsidiaries is presented as a separate intangible
asset.

On disposal of a subsidiary or an associate, the attributable amount of
unamortised goodwill or goodwill previously eliminated against or
credited to reserves is included in the determination of the profit or

loss on disposal.
Investments in subsidiaries

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

at cost, less any identified impairment loss.
Interests in associates

The consolidated income statement includes the Group’s share of the
post-acquisition results of its associates for the year. In the consolidated
balance sheet, interests in associates are stated at the Group’s share of
the net assets of the associates plus the premium paid on acquisition in
so far as it has not already been amortised to the income statement, less
any identified impairment loss.

The results of associates are accounted for by the Company on the
basis of dividends received or receivable during the year. In the
Company’s balance sheet, investments in associates are stated at cost,
as reduced by any identified impairment loss.
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For the year ended 31st December, 2002

Revenue recognition

Distribution fee income is recognised when the master materials have

been delivered.

Sales of video products are recognised when goods are delivered and
title has passed.

Royalty income is recognised on an accrual basis in accordance with

the terms of the relevant agreement.

Service income, advertising income, management fee income and

production fee income are recognised when the services are rendered.

Dividend income from investments is recognised when the Group’s

rights to receive payment have been established.

Interest income is accrued on a time basis, by reference to the principal
outstanding and at the interest rate applicable.

Rental income under operating leases is recognised on a straight-line

basis over the relevant lease term.

Property, plant and equipment

Property, plant and equipment is stated at cost less depreciation and

any accumulated impairment losses.
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For the year ended 31st December, 2002

Property, plant and equipment (continued)

Depreciation or amortisation is provided to write off the cost of items
of property, plant and equipment over their estimated useful lives and
after taking into account their estimated residual value, using the
straight-line method, at the following rates per annum:

Over the term of the lease
4.5% - 5%
20% - 25%
10% - 20%
18% - 25%
15% - 20%

Leasehold land

Buildings

Leasehold improvements
Furniture and fixtures
Machinery and equipment

Motor vehicles

The gain or loss arising from 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.
Investment properties

Investment properties are completed properties which are held for their

investment potential, any rental income being negotiated at arm’s length.

Investment properties are stated at their open market value. Any
revaluation increase or decrease arising on the revaluation of investment
properties is credited or charged to the investment property revaluation
reserve unless the balance on this reserve is insufficient to cover a
revaluation decrease, in which case the excess of the revaluation
decrease over the balance on the investment property revaluation reserve
is charged to the income statement. Where a decrease has previously
been charged to the income statement and a revaluation increase
subsequently arises, this increase is credited to the income statement
to the extent of the decrease previously charged.

On disposal of an investment property, the balance on the investment
property revaluation reserve attributable to that property is transferred

to the income statement.

No depreciation is provided on investment properties except where the

unexpired term of the relevant lease is 20 years or less.
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For the year ended 31st December, 2002

Investments in securities

Investments in securities are recognised on a trade-date basis and are

initially measured at cost.

All securities are measured at subsequent reporting dates at fair value.

Where securities are held for trading purposes, unrealised gains and
losses are included in net profit or loss for the year. For other securities,
unrealised gains and losses are dealt with in equity, until the securities
are disposed of or are determined to be impaired, at which time the

cumulative gain or loss is included in net profit or loss for the year.

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.

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.
Inventories

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

Cost is calculated using the first-in, first-out method.
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For the year ended 31st December, 2002

Film rights

Advances made by instalments during the production of films or
television drama series under licensing agreements for reproduction
and distribution of audio visual products and for sub-licensing of film
titles or television drama series, in specific geographical areas and
time periods, are recorded as prepayments. The balances of the
contracted consideration under the licensing agreements are disclosed
as commitments. Upon receipt of the master materials of films or
television drama series, all advance payments under the licensing
agreements are recorded as film rights. The balances payable under the
licensing agreements are recorded as liabilities.

For film rights acquired for reproduction and distribution of audio visual
products, the relevant portion of the film rights will be transferred to
the cost of production in the proportion that units produced during the
year bear to the total estimated number of units to be produced. In the
case where the Group decides not to exercise its rights under a particular
licensing agreement, the remaining balance of the film rights will be

written off in the income statement.

For film rights acquired for sub-licensing, the relevant portion for film
rights will be charged to income statement in the proportion that actual
income earned during the year bears to the total estimated income
from sub-licensing. The amortisation of film rights will not exceed twenty
years. Where the remaining balance of the film rights is less than the
estimated future income, the balance is written down to its recoverable

amount.
Films in progress

Films in progress represents films and televisions drama series under
production and is stated at cost incurred to date, less any identified

impairment loss. Cost is transferred to film rights upon completion.

Convertible loan notes

Convertible loan notes are separately disclosed and regarded as liabilities
unless conversion actually occurs. The finance cost recognised in the
income statement in respect of the convertible loan notes is calculated
so as to produce a constant periodic rate of charge on the remaining

balances of the convertible loan notes for each financial year.
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For the year ended 31st December, 2002

Convertible loan notes (continued)

The costs, if any, incurred in connection with the issue of convertible

loan notes are charged to the income statement in the year of issue.
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 dollars are initially
recorded at the rates ruling on the dates of the transactions. Monetary
assets and liabilities denominated in currencies other than Hong Kong
dollars are re-translated at the rates ruling on the balance sheet date.
Profits and losses arising on exchange are included in net profit or loss

for the year.

On consolidation, the assets and liabilities of the Group’s operations
outside Hong Kong are translated at exchange rates prevailing on the
balance sheet date. Income and expense items are translated at the
average exchange rates for the year. Exchange differences arising, if
any, are classified as equity and transferred to the Group’s exchange
reserve. Such translation differences are recognised as income or as

expenses in the year in which the operation is disposed of.

Operating leases

Leases where substantially all the rewards and risks of ownership of

assets remain with the lessors are accounted for as operating leases.

Rentals payable under operating leases are charged to the income

statement on a straight-line basis over the relevant lease term.
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Retirement benefits costs

For the year ended 31st December, 2002

Payments to the Group’s retirement benefits schemes are charged as an

expense as they fall due.

Distribution fee income
Sales of video products
Service income

Royalty income
Production fee income
Advertising income

Business segments

—2E-F
2002
FET
HK$7000

226,221
8,377
3,044
3,570

303

241,515

—EE—F
2001
FHET
HK$’000

200,324
43,714
3,522
1,451
2,682
1,525

253,218

During the year ended 31st December, 2001, the Group had two main

operating divisions, namely, film distribution and video distribution.

Due to the change in business strategy, the directors judge the video

distribution will not be continuing significant to the Group. As the

Group's turnover and results in the current year are substantially derived

from film distribution, no analysis by business segment is presented.
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PEAR

£AE (FRE

8 AM

k&)

(TheEl)

People’s

Republic of

&R China excluding
®FM  Hong Kong,

Hong Kong Macau and

and Macau Taiwan (“PRC")

FEx TEx

HK'000 HK’000

Turnover 97,532 56,257
Cost of sales

and services (99,826) (52,683)

Segment results (2,294) 3,574

Other operating income
Unallocated corporate
expenses

Loss from operations
Finance costs
Share of results of associates
Allowance for loans
to an associate
Impairment loss recognised
in respect of goodwill held
in reserves
Amortisation of goodwill

Loss before taxation
Taxation credit

Loss before minority interests

BX
America
and Europe

TET
HK'000
50,552
(35,677)

14,875

REE
South-East
Asia
TEx
HK'000

34,708

(37,516)

(2,808)

For the year ended 31st December, 2002

The following table provides an analysis of the Group's sales by location

of markets, irrespective of the origin of the goods/services:

Income statement for the year ended 31st December, 2002

Hit %E
Other  Consolidated
FET FiEx
HK’000 HK’000
2,466 241,515

(5.224)  (230,926)
2,758) 10,589
6,724

(290,388)

(273,075)

(3,064)

(11,960)

(1,500)

(90,575)

(17,582)

(397,756)
360

(397,396)



HE_ZE -+ _-_A=+—RHI=EE For the year ended 31st December, 2002

DEEE  ABWHE  WBERRHEREFN  The following is an analysis of the carrying amount of segment assets,
BZEEERSBEAEZREEIREES M additions of property, plant and equipment, film rights and the carrying
MEDFMT amount of segment liabilities analysed by the geographical area in
which the assets are located:

R-ZBZE_F+-_A=+—HZEERKMER Balance Sheet as at 31st December, 2002

EBRERM
Hong Kong
and e )
Macau PRC Consolidated
FRET TET TET
HK$'000 HK$'000 HK$'000
DHREE Segment assets 949,471 21,253 970,724
nEaE Segment liabilities 164,558 5,037 169,595
Additions of property, plant and
equipment and film rights 185,978 1,505 187,483
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Geographical segments (continued)

BE-EE-F+-A=T-HLFEZ

Income statement for the year ended 31st December, 2001

PN
FER
BF B% RED
Hong Kong i America South-East At e
and Macau PRC  and Europe Asia Other  Consolidated
FAr FAT FAr FET FET FAr
HK$’000 HK$'000 HK$'000 HK$’000 HK$'000 HK$’000
BXHE Turnover 122,641 19,521 63,047 41,617 6,392 253,218
HERBRBRA Cost of sales and services ~ (119,235) (10,537) (39,284) (50,000) (6,538) (225,594)
NEXE Segment results 3,406 8,984 23,763 (8,383) (146) 27,624
S LON Other operating income 11,826
AABLRAAY Unallocated corporate expenses (171,958)
LEEE Loss from operations (132,508)
HEMK Finance costs (2,676)
BlEBERm%E Share of results of associates (17,316)
RALE-HBRERT Gain on deemed disposal
s s of an associate 21,200
M-BEENAER Allowance for loans
LEE to an associate (4,500)
REBAK Impairment loss recognised
LBHAEE in respect of goodwill
REE®R held in reserves (38,666)
BHEHH Amortisation of goodwill (16,497)
BEAEE Loss before taxation (190,963)
HIEXH Taxation charge (307)

it D BB RE R BB

Loss before minority interests

(191,270)
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Geographical segments (continued)

R-ZBZE-—F+_-_HA=1+—HZEERKMER Balance Sheet as at 31st December, 2001

BEERERM

Hong Kong

and

Macau

TET

HK$000

DEEE Segment assets 1,141,485

R R=NE Segment liabilities 271,034
REYE - #H Additions of property, plant and

RERET RE equipment and film rights 415,485

RITERAZERNE

B — B E R B EIT 2 AT
REMEANE

e ESTE)
BRERE
SN
FE 523 1% 48
S TION

Interest earned on bank
deposits
Interest earned
on convertible notes
issued by an associate
Interest earned on others
Management fee received
Rental income
Net foreign exchange gain
Sundry income

H
PRC
FET
HK$’000
25,705

3,263

4,593

—2E-F
2002
FET
HK$7000

951

238

567

4,968

6,724

For the year ended 31st December, 2002

Se
Consolidated
FEx
HK$’000
1,167,190

274,297

420,078

e
2001
FHETT
HK$000

4,391

12

240
3,025
2,226
1,932

11,826
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For the year ended 31st December, 2002

Loss from operations has been

arrived at after charging:

Allowance for bad and
doubtful debts

Allowance for inventory
obsolescence (included in
cost of sales and services)

Amortisation of film rights
(included in cost of sales
and services)

Auditors’ remuneration

Cost of inventories (included
in cost of sales and services)

Depreciation and amortisation
of property, plant and
equipment

Loss on disposal of property,
plant and equipment

Loss on disposal of investment
in trading securities

Net foreign exchange losses

Operating lease rental in
respect of land and buildings

Staff costs including directors’

emoluments

—gT=%

2002
FET

HK$’000

5,215

1,774

190,372

1,125

6,834

16,572

1,323

1,248
1,783

4,943

30,128

—EFEE—F

2001
TET
HK$’000

15,929

2,045

165,928

1,088

17,461

19,015

901

7,406

42,496
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AT
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H et B &
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EARTE A & B R

Interest on borrowings wholly
repayable within five years:

Convertible loan notes

Other loan

Interest on bank borrowings
not wholly repayable within

five years

Directors’ fees:
Executive

Independent non-executive

Other emoluments of
executive directors:

Salaries and other

allowances

Retirement benefits

schemes contributions

—gT=%
2002
F# T
HK$’000

1,797
740

527

3,064

—2E-F
2002
FET
HK$7000

160

4,464

36

4,660

For the year ended 31st December, 2002

—EFEE—F
2001
F#E T

HK$/000

1,504
1,172

2,676

e
2001
FHET
HK$000

240

5,718

284

6,242
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#£ 21,000,000/ JT
1,500,001 7T & 2,000,000 7T

2,000,0017%& 7T 22,500,000/ 7T

2,500,0017% 7T £ 3,000,000 7T

3,000,001, 7T £ 3,500,000/ 7T

FRAKEREANEEIAMSERMA
AEESMBR 2 BRI RERL ZMHE -
TEEENFAREETMMES -

AEERIURSHEEEREMUARRES
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HREEZMEFHBAOT

e KA AR
EARAE A & B R

For the year ended 31st December, 2002

The emoluments of the directors fell within the following bands:

EEAH
Number of directors

—¥¥-F —TT—F

2002 2001

Nil to HK$1,000,000 3 3
HK$1,500,001 to

HK$2,000,000 1 —
HK$2,000,001 to

HK$2,500,000 1 —
HK$2,500,001 to

HK$3,000,000 — 1
HK$3,000,001 to

HK$3,500,000 — 1

5 5

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 directors has waived any emoluments

during the year.

The five individuals with highest emoluments included two (2001: two)
directors of the Company, whose emoluments are set out in note 9
above. The details of the emoluments of the remaining three (2001:

three) individuals were as follows:

—EECF —EFEE—F

2002 2001

FET FAEIT

HK$’000 HK$’000

Salaries and other allowances 3,206 4,418
Retirement benefits schemes

contributions 35 146

3,241 4,564
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For the year ended 31st December, 2002

The emoluments of the remaining three (2001: three) highest paid

individuals fell within the following bands:

Nil to HK$1,000,000

HK$1,000,001 to
HK$1,500,000

HK$1,500,001 to
HK$2,000,000

Overseas taxation for the year
Overseas taxation

over-provided in prior year

Share of taxation credit
attributable to associates

EEB A"

Number of individuals
—RR-fFf _TTF
2002 2001
2 J—
— 1
1 2
3 3
—RR-fFf _TTF
2002 2001
FET FET
HK$’000 HK$’000
(134) (1,170)
12 —
(122) (1,170)
482 863
360 (307)

No provision for Hong Kong Profits Tax has been made in the financial

statements as the Company and its subsidiaries operating in Hong Kong

incurred tax losses for both years.

Taxation arising in other jurisdictions is calculated at the rates prevailing

in the relevant jurisdictions.



HE_ZZE_F+_-_A=+—RHLFE For the year ended 31st December, 2002

REER  RBEHBELEHIEEE (BE)EZE At the balance sheet date, the components of the unprovided deferred

KT taxation assets (liabilities) were as follows:
b YNNG
The Group The Company
“EE-F —TT-F CZBE-F C—ITT-F
2002 2001 2002 2001

TER TEx TE® TEx
HK$’000  HK$'000  HK$000  HKS$'000

TIREZERACHEBETE Tax effect of
timing
differences

because of:

HEtHIEEE Estimated tax

losses 52,057 37,336 7,811 6,605
BRI ERTHE Excess of tax
allowances

over

depreciation (1,455) (7,550) — —

50,602 29,786 7,811 6,605

BERIEEE  WARTFEHMERATER * R The deferred tax asset has not been recognised in the financial statements
HRAREEEAINRARLRKREA - as it is not certain that the asset will be utilised in the foreseeable

future.
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For the year ended 31st December, 2002

The amount of unprovided deferred taxation credit (charge) for the year

was as follows:

KEH
The Group

—EECF —EFEE—F

2002 2001

FET FET

HK$’000 HK$’000
Tax effect of timing difference

because of:

Estimated tax losses arising 14,721 12,268
Excess of tax allowances over

depreciation 6,095 (4,400)

20,816 7,868

Deferred tax has not been provided on the revaluation deficit arising
on the revaluation of investment properties as loss or profit arising on
the disposal of these assets would not be subject to taxation.
Accordingly, the revaluation does not constitute a timing difference for

tax purpose.

The calculation of the basic and diluted loss per share is based on the

following data:

S
2002 2001
FH#T FHT
HK$’000 HK$000

Loss attributable to
shareholders 395,690 191,207
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For the year ended 31st December, 2002

5 #E
Number of shares
—¥¥-F —TT—F
2002 2001
(E3)
(restated)
Weighted average number of
shares for the purposes
of basic and diluted loss
per share 141,369,934 103,169,279

The computation of diluted loss per share for the year ended 31st
December, 2001 and 2002 does not assume the exercise of the
Company’s outstanding share options, warrants and convertible loan
notes existed during the year since their exercise would reduce loss

per share.

The weighted average number of ordinary shares for the year ended
31st December, 2001 for the purposes of basic and diluted loss per
share has been adjusted for the rights issue, share consolidation and

rights issue with bonus issue completed during the year.
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The Group
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COST

At 1st January, 2002

Exchange adjustment

Transfer to investment
properties

Additions

Disposals

At 31st December,
2002

DEPRECIATION AND
IMPAIRMENT

At 1st January, 2002

Exchange adjustment

Eliminated on transfer to

investment properties
Charged for the year
Eliminated on disposals

At 31st December, 2002

NET BOOK VALUES

At 31st December, 2002

At 31st December, 2001

For the year ended 31st December, 2002

BERRE
THREF AANEXE HKWRREE  Machinery RE

land and  Leasehold Furniture and Motor B
buildings improvements  and fixtures  equipment vehicles Total
FAET FET FET FET FET FET
HK$'000 HK$’000 HK$'000 HK$’000 HK$’000 HK$'000
57,935 6,208 13,591 88,771 3,515 170,020
(4) = (3) (30) (6) (43)
(36,547) — — — — (36,547)
— 1000 2,762 981 1,316 6,059

— (1,646) (2,805) (25,662) (1,067) (31,180)
21,384 5,562 13,545 64,060 3,758 108,309
3,565 5,523 5,541 40,424 2,773 57,826
(1) = (1) 9) (5) (16)
(1,412) — — — — (1,412)
1,779 613 2,534 11,319 327 16,572
— (1,508) (1,664) (19,308) (990) (23,470)

3,931 4,628 6,410 32,426 2,105 49,500
17,453 934 7,135 31,634 1,653 58,809
54,370 685 8,050 48,347 742 112,194



HE_ZZE_F+_-_A=+—RHLFE For the year ended 31st December, 2002

Pt REF2EREFERR The net book value of land and buildings shown above comprises:
AEH
The Group
—¥¥-F —TT—F
2002 2001
FERT TET
HK$’000 HK$’000
FEEZLHRET Land and buildings
in Hong Kong
RHEIFH A Long lease 6,380 6,606
HHAAE 49 Medium-term lease 10,770 47,437
BEENINZ Land and buildings
T REF outside Hong Kong
1 HA 7E 4 Medium-term lease 303 327
17,453 54,370
rEH
The Group
TET
HK$’000
BEYE  HEENRE Transfer from property, plant and equipment 35,135
EHRE D Revaluation decrease (3,775)
R=-BBE-F+=-A=+—H At 31st December, 2002 31,360

KEWMET BB IEEMEMITLENESR  Investment properties were valued at their open market value at 31st
RAFUMER_ZTZ_F+_A=+T—H December, 2002 by Adonis Appraisal Limited, an independent firm of
ZARMEETHE RBEEMHEREMM  professional valuers. These valuations gave rise to a revaluation decrease
4>3,775,00008 7 WERWARANE - of HK$3,775,000 which have been charged to the income statement.

EREZREMEAPHBEOFS - The investment properties are under medium-term lease in Hong Kong.
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For the year ended 31st December, 2002

Unlisted shares, at cost

Impairment loss recognised

Amounts due from subsidiaries
Allowance for amounts due

from subsidiaries

AT
The Company
—BB_F —TT—
2002 2001
FERT TET
HK$’000 HK$000
30,708 30,708
(30,299) (30,299)
409 409
1,641,040 1,494,889
(636,984) (188,984)
1,004,056 1,305,905
1,004,465 1,306,314

The amounts due from subsidiaries are unsecured, non-interest bearing

and have no fixed repayment terms. In the opinion of directors, the

amount will not be repaid in the next twelve months.

Details of the Company’s principal subsidiaries at 31st December, 2002

are set out in note 39.
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For the year ended 31st December, 2002

COST

At 1st January, 2002 and
at 31st December, 2002

AMORTISATION

At 1st January, 2002

Amortised for the year

At 31st December, 2002

CARRYING AMOUNTS
At 31st December, 2002

At 31st December, 2001

The amortisation period adopted for goodwill is 10 years.

rEH
The Group
THET
HK$000

175,815

16,497
17,582

34,079

141,736

159,318
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TR - RAE
BEAESE
BE

—RBERRMETZARRER (H:b)

RY-RMBELRAZER (Hic)

ERT-RBERR 2 EE

Unlisted shares, at cost
Share of net assets
Goodwill

Convertible notes
issued by an
associate (note b)

Loans to an
associate (note c)

Allowance for loans

to an associate

Market value of

listed shares

For the year ended 31st December, 2002

& VN

The Group The Company
“¥R-F "TT-F Z¥RF —TT %
2002 2001 2002 2001
FET FET TET FET
HK$'000 HK$'000 HK$'000 HK$000
— — 5 5
89,721 95,672 — —
71,941 7,641 — —
161,662 103,313 5 5
33,800 — — —
5,000 5,000 — —
(5,000) (3,500) — —
33,800 1,500 — —
195,462 104,813 5 5
598,294 587,520 — —
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Mt

(a)

RERN  ARKBEARARZHERTERS
HEERERAR (BB IEXRZEE]) (A
BMEFEBERAD) BREEIN.I7%E
Golden Capital International Limitedif 2 4
ZAE DRI 526,218,0007 7t &% 39,749,000
BT MR EBHME R MELNEEEE
m

Notes:

For the year ended 31st December, 2002

During the year, goodwill of approximately HK$26,218,000 and
approximately HK$39,749,000 arose on the acquisition of additional
1.97% interest in Riche Multi-Media Holdings Limited (“Riche Multi
Media”) (formerly known as Ocean Shores Group Limited), the associate
of the Company, and on the acquisition of Golden Capital International
Limited respectively. Details of movements in goodwill arising on
acquisition of associates are as follows:

|
R-ZEZE-_F—HF—H
BAMELE

K=FE—4+-A=+-A

FAETT

HK$’000
COST
At 1st January, 2002 8,129
Arising on acquisitions 65,967
At 31st December, 2002 74,096
AMORTISATION
At 1st January, 2002 488
Amortised for the year 1,667
At 31st December, 2002 2,155
CARRYING AMOUNTS
At 31st December, 2002 71,941
At 31st December, 2001 7,641

BERAZEHBR7TEI0F - AFEZH
X HRIEE R R E R R EE R
BWARAE -

FRN BEXZEBRAAEERZETAH
33,800,000/ L 2 AJ R R - LUET16
ERRERERSH 2HEHE - MiSErER
ZEE_FHANRRBEHAR+TF - ZEER
BEFEANERI1EFE  AEFXFIMAAE -
THR—_EZTRFNA+ BRI - REIH
Al AEENE RS FEEYEREBR S EK
BOZERE ZEEZEBRMEAEMNATR_F
ZRHFNA+NEHZATRERIZEZR4.00%
TZABEREBRBHERERD LS 2R
BAMABERZEBEREBEIIB LY
AR MAEBE IR #EE S Ik 35 MR E
EAEZER-

The amortisation period adopted for the goodwill is 7 to 10 years and
amortisation charged in the current year has been included in the amount
reported as share of results of associates in the consolidated income
statement.

During the year, Riche Multi-Media issued convertible notes in an
aggregate amount of HK$33.8 million to the Group for the purchase of
exclusive distribution rights in the PRC and Mongolia in respect of 116
motion pictures for a term of 10 years from 8th April, 2002. The notes
bear interest at 1% per annum which is payable semi-annually in arrears
and will mature on 19th April, 2005. Prior to the maturity, neither the
Group nor Riche Multi-Media has the right to redeem or request for
redemption of the notes. The notes carry the right to convert the whole
or any part of the outstanding principal amount of the notes into ordinary
shares of HK$0.1 each in the share capital of Riche Multi-Media at a
conversion price of HK$4 per share at any time on or before 19th April,
2005 and may be transferred in whole or in part of the outstanding
principal amount by the Group.
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For the year ended 31st December, 2002

Notes: (continued)

(c)

Included in loans to an associate is a loan of HK$1,500,000 which is
unsecured, bears interest at 3% per annum and carries the right to convert
the amount into shares of the relevant associate at an initial conversion
price of HK$1 per share on or after 17th September, 2002. During the
year, the Group did not exercise its right to convert the loan into shares
of this associate. All other loans are unsecured and non-interest bearing.

Subsequent to 31st December, 2002, the Group disposed of its entire
equity interest in and assigned all loans including those loans made by
the Group to this associate after 31st December, 2002 due from this
associate to a third party for a consideration of HK$500,000.

Details of the principal associates at 31st December, 2002 are set out in
note 40.

The following details have been extracted from the audited consolidated

financial statements of Riche Multi-Media:

—¥¥-F —TT—F
2002 2001
FET FETT
HK$’000 HK$’000
Turnover 89,443 28,007
Loss before taxation (26,471) (100,731)
Loss after taxation
attributable to the Group (9,790) (15,960)
Non-current assets 284,717 147,676
Current assets 46,775 125,176
Current liabilities 76,070 23,861
Non-current liabilities 35,318 2,728
Net assets 220,104 246,263
Net assets attributable to
the Group 89,384 95,156
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2 {42 4 49,000,000/ 7T ° fif 7 & B F T 7]
BRAEMEVBEREFAFANZHRES -
ReRrRE - B WEERAZTE
=FAB=FTHEMUA -

For the year ended 31st December, 2002

The loan represents a shareholder’s loan made to a company, in which
the Group is holding a long term equity interest, to finance the activity
of this investee company.

The loan is unsecured, non-interest bearing and has no fixed terms of
repayment. In the opinion of the directors, the amount will not be

received within the next twelve months.

Pursuant to the resolution passed by the board of directors of this
investee company in February 2003, this investee company will require
its shareholders to make a further loan of approximately HK$938 million,
of which approximately HK$46.9 million shall be contributed by the
Group, to finance its capital project. However, the Group has no
obligation to make the loan to the investee company.

Pursuant to the letters of intent and deeds entered into between the
Group and a third party, the Group will purchase 49% equity interest
in a company which principally engages in video advertising business
on coaches in the PRC at a consideration of not more than HK$98
million. At 31st December, 2002, the Group paid a deposit of HK$49
million pursuant to the letters of intent. This deposit is refundable if the
Group is not satisfied with the financial and legal due diligence for any
reason. The expected completion date is on or before 30th September,
2003.
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Work in progress
Finished goods

For the year ended 31st December, 2002

rEE

The Group
—¥¥-F —TT—F
2002 2001
FET TET
HK$’000 HK$’000
— 5,936
2,163 5,284
2,163 11,220

Included above are finished goods of HK$1,515,000 (2001:

HK$3,688,000) which are carried at net realisable value.

COST
At 1st January, 2002
Additions

At 31st December, 2002
AMORTISATION AND IMPAIRMENT
At 1st January, 2002

Amortised for the year

Impairment loss recognised

At 31st December, 2002

CARRYING AMOUNTS
At 31st December, 2002

At 31st December, 2001

AEE
The Group
T
HK$7000

588,249
181,424

769,673

303,276
190,372
136,734

630,382

139,291

284,973
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For the year ended 31st December, 2002

As the price for old titles remained low due to keen competition, the
directors reassessed the recoverable amount of film rights at the balance
sheet date. Total impairment loss of approximately HK$136,734,000
(2001: HK$55,000,000) was recognised. In the opinion of the directors,
the carrying value of film rights as at 31st December, 2002 represented
the net selling price of the film rights which was determined by reference
to valuations as at 31st December, 2002. 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 20%.

—EECF —FEF—F

2002 2001

FET TET

HK$’000 HK$’000

Films in progress, at cost 114,509 136,196
Impairment loss recognised (33,163) —
81,346 136,196

Due to drastic and dramatic economic downturn, the entertainment
business has experienced a difficult time. The directors reassessed the
recoverable amount of films in progress at the balance sheet date.
Having taken into account of the additional costs to be incurred and
estimated revenue to be generated from these films in progress, the
directors recognised an impairment loss of HK$33,163,000 (2001: nil).
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BTEPZREIA30E90ATE - E5E  The credit period granted to customers ranges from 30 to 90 days. The

WERRZRBRTWT aged analysis of trade debtors is as follows:
AEE
The Group
—EEC-F —TT—F
2002 2001
FET TET
HK$’000 HK$’000
EXZHERBRANE QA Riche Multi-Media and its
(BIEXEH]) subsidiaries (collectively
the “Riche Group”)
0£30H 0 to 30 days 3,134 —
61£290H 61 to 90 days 2,180 —
91&2180H 91 to 180 days 643 —
HiE180H Over 180 days 2,546 —
8,503 —
EHAh, Others
0&30H 0 to 30 days 3,353 14,739
31260H 31 to 60 days 1,095 8,492
61290H 61 to 90 days 163 2,904
91£180H 91 to 180 days 2,604 33,463
#iE180H Over 180 days 3,315 2,371
10,530 61,969

19,033 61,969
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For the year ended 31st December, 2002

The Group and the Company

The amounts are unsecured, non-interest bearing and have no fixed

repayment terms.

FRAEE

R-ZB2-% R-FTF-F BREHNE

T=A=t-8 —-A—-H Maximum

LB il 43 amount

Balance Balance  outstanding

at at during

31.12.2002 1.1.2002 the year

FET FET FET

HK$'000 HK$000 HK$000

The Group

Deposit paid under a
production service

agreement — 22,750 22,750

The amount represented deposit paid to Win’s Music & Video Enterprises
(Hong Kong) Limited (“Win’s Music”), a company in which Mr. Heung
Wah Keung and Ms. Chen Ming Yin, Tiffany, directors of the Company,
are also directors of and have beneficial interests in, under a production
service agreement entered into between China Star Management Limited,
a wholly-owned subsidiary of the Company, and Win’s Music. The
amount was unsecured, interest-free and fully repaid by Win’s Music
during the year.
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BIRMNERZREDTMOT

0Z30H
31260H
61Z=90H
91E180F
HB@180H

The aged analysis of the trade creditors is as follows:

0 to 30 days
31 to 60 days
61 to 90 days
91 to 180 days
Over 180 days

For the year ended 31st December, 2002

AEM

The Group
—¥¥-F —TT—F
2002 2001
FET TET
HK$’000 HK$’000
3,244 7,760
265 1,752
659 153
2,957 6,656
9,349 13,500
16,474 29,821
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r&EE VN
The Group The Company
“¥R-F "TT-F Z¥RF —TT %
2002 2001 2002 2001

FERT FRET FERT FRET
HK$'000  HK$'000  HK$000  HK$'000

BEARTER Secured bank loan 19,138 21,000 = =
BHERMBRERLMER Secured other loan

from a financial

institution — 25,000 — —
EEAURRERRE Unsecured

convertible loan

notes 20,000 70,000 20,000 70,000

39,138 116,000 20,000 70,000

LERHBAMT The maturity of the

above borrowings

is as follows:
—FR Within one year 1,920 26,861 = =
MEANEBETBEARE More than two years

but not exceeding

five years 20,000 70,000 20,000 70,000
AFENRE More than five years 17,218 19,139 = —

39,138 116,000 20,000 70,000

A —ERIEMIARB A EZHE Less: Amount due

within one year

shown under

current liabilities (1,920) (26,861) — —
— R E 2B Amount due after

one year 37,218 89,139 20,000 70,000

RITEFIREENERGE - P10FRNLAEE  The bank loan bears interest at commercial rate and is repayable in
DHEIE - instalments over a period of 10 years.
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MR EREBRFNE4EFE - BFF
HATHAFE—K  BRZZFEZWFAA=
THEEH - ZERMAEEN  AIR_TT=F
+tA—B2z®%EER0.208 T (AIEAR) 2
NP BRE  BEBRASBHLBALRR AR
AP EFREBE.E TG - MRERF
AT - IRHE 0 Rt BB 1T AT AR M
HEAERS83ETL - B_TET_FLH—
HE-_ZZ=ZFA=1H EHEHBEAA
HBMEETHEBEE =S 2 —2KHEAE - B
—EE=F+A—HE-ZEEWFEA=T
HAIETHEZ%E  EBEFBATLKBRE
BB TEREE- BRIEZAE LIBNESR -
GARZZEZ=-FLA—Hs2E  EEHE
BARERRREERB AN BRAS B
ZHEREAE - FA - AEBEEBETLAS
#R%50,000,0008 T 2 AT MR EREE -

For the year ended 31st December, 2002

The convertible loan notes bear interest at 4% per annum which will
be payable semi-annually in arrears and will mature on 30th June
2004. The notes carry the right to convert the principal amount of the
notes into shares of HK$0.05 each in the share capital of the Company
at an initial conversion price of HK$0.20 per share, subject to
adjustment, on or after 1st July, 2002. The conversion price was adjusted
to HK$5.83 per share due to the completion of rights issue, consolidation
of shares and rights issue with bonus issue during the year. From 1st
July, 2002 to 30th June, 2003, the noteholders can convert up to a
maximum of one-third of the face value of the notes. From 1st July,
2003 to T4th business day immediately preceding 30th June, 2004, the
noteholders can convert the remaining face value of the notes. Unless
previously converted or repaid, at any time on or after 1st July, 2002,
the noteholders may request early repayment of up to the entire amount
of the outstanding principal amount of the notes together with accrued
interest. During the year, the Group redeemed an aggregate principal
amount of HK$50 million convertible loan notes.
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BREE0.0SET EBR

BEETRAREA :
F1

RERR (MiFakc)

iR (Hfith)

Betn & Of BB A IR, (K it d)

AR BB AT AL AR (ffite)

Ordinary shares

of HK$0.05 each

Authorised

Issued and fully paid:

At beginning
of year
Placement of
shares
(notes a and c¢)
Rights issue
(note b)
Consolidation of
shares and
capital
reduction
(note d)
Rights issue with
bonus issue

(note e)

At end of year

R4 8E

Number of shares
“EE-E —TT-f%
2002 2001
B it
000 ‘000
20,000,000 20,000,000
1,763,267 1,763,267
987,430 —
1,057,960 —
(3,732,484) —
152,346 -
228,519 1,763,267

For the year ended 31st December, 2002

¢ 8

Amount
“EZ-§ —TIT-F
2002 2001
FET FET
HK$’000 HK$000
1,000,000 1,000,000
88,163 88,163
49,372 =
52,898 =
(186,624) —
7,617 =
11,426 88,163
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Mt

(a)

R-BE-—F=A-0  AAFTRESBEZ
PR B R0.0958 T 2 BR MBI E & FL
A B2 & Porterstone Limited ([ Porterstonel )
RZEBERABI([Z2E])DFMAFEZ
195,000,000% X 107,000,0000% & i& m &
0.05B L2 A RRIRG - MER KA RERHA
R+ HE AE =% A Porterstone N £ &
iR FMREERADRBRMR-ZE
—F=RA—HZWmENE6.86% -

RIEFR H 2 REHZ  Porterstone X Z B 1%
FH20.0958 T 2 BH& 5 AIFREE221,000,000
f% % 131,653,393 BREE0.05%8 7T 2 &
NEIFIRD o FTS I8 FEE49/532,000,000
BT BRAERRERAEE Y —REE
B  ZEFBRDIBRBEARAIR =TT —
FRA=Z+THRETZ2BRRAFAT LEFHE
Bz —MEEMET  ESHEHEEMED
BIIROZEREER -

R-_ZTTE_FARA=H  KANERAR
B_EE WA+ _AEREBEMBRERGT
B — R HMRARD Z ) - ERERR0.058 T
2 REBI171,057,960,1790% & % @ &
0.05BTLZ2HKH - MEBRBEFENE
51,000,000 7T * E AEEFEERAEE
2 MEEES -

RIZEZ_FA—BEANA=8 ' AQ7
BRIEFBLZHEEER0.063BIL2EXRME
& A& E LA E Porterstone ~ %8 - [AE
BEAEAERBRBEZETDANMAMEF Z
226,000,0000% 100,000,0008%
80,000,0008% } 40,000,0000% & A% @ {£0.05
BILZARNAIRG o Ll EERAR TR
MR _SE_FRA=Zt+—HZRTERE
13.70% ©

BE—ZE_FA—AZREBER-F
T_FNA-BZ2HEAREHZE
Porterstone * % & - [ ¥R L E RRPHE L
TERER0063B T ZE®RD B REBE
320,090,979 % 144,165,8480%
113,317,8808% % 57,201,4000% & A% M &
0.05BILZARRFRGD - MEREHA
39,000,000/ 7T - EAEERRHIERAEE
—REEES - ZEFRDTIBRBEAD AR
—EE_FRA-+TERABAZEEBEFK
SLrESFER —MREEMET E8FE
HHEHEMBBETRDEZER S -

Notes:

For the year ended 31st December, 2002

On 2nd March, 2002, arrangements were made for a private placement
to independent investors of 195,000,000 and 107,000,000 shares of
HK$0.05 each in the Company held by Porterstone Limited (“Porterstone”)
and Dorest Company Limited (“Dorest”) respectively, companies in which
Mr. Heung Wah Keung and Ms. Chen Ming Yin, Tiffany have deemed
beneficial interests, at a price of HK$0.095 per share, representing a
discount of 6.86% to the closing market price of the Company’s shares
on 1st March, 2002.

Pursuant to the subscription agreement of the same date, Porterstone and
Dorest subscribed for 221,000,000 and 131,653,393 new shares of
HK$0.05 each in the Company respectively at a price of HK$0.095 per
share. The net proceeds of approximately HK$32 million were used for
movie production and as general working capital of the Group. These
new shares were issued under the general mandate granted to the directors
at the annual general meeting of the Company held on 30th May, 2001
and rank pari passu with other shares in issue in all respects.

On 3rd May, 2002, the Company issued 1,057,960,179 new shares of
HK$0.05 each by way of a rights issue on the basis of one rights share
for every two shares held on 12th April, 2002 at a subscription price of
HK$0.05 per share. The net proceeds of approximately HK$51 million
were used for movie production and as general working capital of the
Group.

On 1st June, 2002 and 3rd June, 2002, arrangements were made for
private placements to independent investors of 226,000,000, 100,000,000,
80,000,000 and 40,000,000 shares of HK$0.05 each in the Company
held by Porterstone, Dorest, Mr. Heung Wah Keung and Ms. Chen Ming
Yin, Tiffany respectively, at a price of HK$0.063 per share, representing a
discount of 13.70% to the closing market price of the Company’s shares
on 31st May, 2002.

Pursuant to the subscription agreement dated Tst June, 2002 and
supplemental subscription agreement dated 3rd June, 2002, Porterstone,
Dorest, Mr. Heung Wah Keung and Ms. Chen Ming Yin, Tiffany subscribed
for 320,090,979, 144,165,848, 113,317,880 and 57,201,400 new shares
of HK$0.05 each in the Company respectively at a price of HK$0.063
per share. The net proceeds of approximately HK$39 million were used
for movie production and as general working capital of the Group. These
new shares were issued under the general mandate granted to the directors
at the annual general meeting of the Company held on 27th May, 2002
and rank pari passu with other shares in issue in all respects.
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(d BE_ZSTZ_FARNABTZARGAREK
FRIRE FIRRABBZRAIIRZER - AR
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(i) HEREEOSETZERITRG
& J5,0.04978 7T 2 & 1%0.001%8 7T
(TREARER]) + &

(il BARXRARAFEG0REREE
0.001 B T2 EBITROEHE—KRE
BREE0.058 T 2HBMD ([RMBAE
Bt)) o

A FE R AN Bl R - #9186,624,00058 7T B AN A
AIRARPFHE R ALRABBARGBE -
SERAERERDEHR_ZET_FNA
+HAERE  AR2BBEBETRARA
76,173,132 &R EE0.05%8 7T 2 I 5 78
B o BRANER KR A HF 2 FEIBE R AR A
R-ZBEE-_FNA=+HBLEZAE -

(&) R-TZE-#+HA=-H KATNERAFR
BR-_EE-_FAANEBEEE-—KREREE
0.058F T 2 B in A 2 — IR AR MD 2 Lt
Bl - BRI 25B T2 REE BT
76,173,132f8 FREE0.058 T Z #F I -
BABITARZ AN IZEREHRAE K
L P A% 1 AT E B — RRAT RS 2t ) (R s B R
BWMEBER) RiX76,173,132 SR EE
0.05B L Z#HMBMD - MERBFRONA
92,000,000/ 7C * AAEEFEIERANEE 2
—BmEEED -

RAREE

ZZEETEFENA—B  ARFEBRLALRE
LA 1718 0.075%8 7L % 17340,000,00015 R MK
EE ZERABREESE TIHEEAERN - 8
—EEZFNR=HE_ZE=F_"_H_H
(BiEEEMB) BMATEER LA A%0.3548 7T
LOTRBERBRARARRAFEREE
0.05B T2 1REBEKR -RBECEEHEFNK
TR ZEERD - Hk - KOG REERE
BTARFAREERI6IET -

ReEEH -

FRWEBITRITERREE - REE
KRAAEHE12,382,93410 M R 1T 2 SRR #E
F o 2EITHE LMRREIT K EBEINIET
12,382,934 T IR EE0.05/8 7o 2 Ak o T
ERBREBER-_EE=F_A-_AEMm -

For the year ended 31st December, 2002

Notes: (continued)

(d)

Pursuant to the special resolution passed by the shareholders at the special
general meeting of the Company held on 9th September, 2002, the
Company:

(i) reduced the nominal value of each of the issued shares of HK$0.05
each by HK$0.049 to HK$0.001 each (“Capital Reduction”); and

(i) consolidated every fifty issued shares of the Company with nominal
value of HK$0.001 each in the share capital of the Company into
one new share of HK$0.05 each (“Share Consolidation”).

As a result of the Capital Reduction, an amount of approximately
HK$186,624,000 from the share capital account of the Company was
cancelled and credited to the contributed surplus account of the Company.
Immediately following the Capital Reduction and Share Consolidation
effective on 10th September, 2002, the issued share capital of the
Company comprises 76,173,132 shares of HK$0.05 each. Details of the
Capital Reduction and Share Consolidation are set out in the circular
issued by the Company dated 30th August, 2002.

On 2nd October, 2002, the Company issued 76,173,132 shares of
HK$0.05 each by way of a rights issue on the basis of one rights share
for every one share of HK$0.05 each in the share capital of the Company
held on 9 September 2002 at a subscription price of HK$1.25 per rights
share, and 76,173,132 shares of HK$0.05 each by way of a bonus issue
on the basis of one bonus share for every one rights share taken up
under the rights issue payable in full on acceptance. The net proceeds of
approximately HK$92 million would be used for film production and as
general working capital of the Group.

Warrants

On 1st August, 2000, the Company issued 340,000,000 warrants at an
issue price of HK$0.075 per warrant by private placement. Each warrant

entitles the holder to subscribe for one ordinary share of HK$0.05 each

in the share capital of the Company at an initial subscription price of

HK$0.35 per share, subject to adjustment, at any time from 3rd August,
2000 to 2nd February, 2003, both dates inclusive. The subscription

price was adjusted to HK$9.61 per share due to the completion of

placement of shares, rights issue, Share Consolidation and rights issue

with bonus issue during the year.

During the year, no warrants were issued or exercised. At the balance

sheet date, the Company had outstanding 12,382,934 warrants. The

exercise in full of such warrants would result in the issue of 12,382,934

additional ordinary shares of HK$0.05 each. All warrants were expired
on 2nd February, 2003.
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The Group

At Tst January,
2001

Released to interests
in associates

Impairment loss
recognised in
respect of goodwill

Exchange
adjustment

Net loss for the year

At 31st December,
2001 and
1st January,
2002
Impairment loss

recognised in respect
of goodwill (note a)

Placement of shares
Rights issue
Bonus issue
Share issuing
expenses
Capital Reduction
(note 28(d))
Reduction of
share premium
transferred
to accumulated
losses (note b)

Share of an associate’s

unrealised loss on
property
Exchange
adjustment
Net loss for
the year

At 31st December,
2002

Attributable to:

Company and

subsidiaries
Associates

The Company

At Tst January,
2001

Net loss for
the year

At 31st December,
2001 and at
1st January,
2002
Placement of shares
Rights issue
Bonus issue
Share issuing
expenses
Capital Reduction
(note 28(d))
Reduction of
share premium
transferred to
accumulated
losses (note b)
Net loss for
the year

At 31st December,
2002

EE_HF+-_A=+—-HIEE

HEKR
R 10 % 8 ZEE  BAEH
Share Goodwill on  Contributed
premium consolidation surplus
FET FET FET
HK$'000 HK$000 HK$000
809,290 (122,915) —
= 38,666 =
809,290 (84,249) —
— 90,575 —
24121 — —
91,408 — —
(3,809) — —
(6,732) — —
— — 186,624
(215,960) — —
698,318 6,326 186,624
698,318 6,326 186,624
698,318 6,326 186,624
809,290 — 20,924
809,290 — 20,924
24121 — —
91,408 — —
(3,809) = =
(6,732) — —
— — 186,624
(215,960) — —
698,318 — 207,548

B
Exchange
reserve

TET
HK$'000

(569)

(585)

RREE
e
Warrant
reserve

TAT
HK$000

23,868

23,868

23,868

23,868

23,868

23,868

23,868

For the year ended 31st December, 2002

(&S
BB
Capital
reduction
reserve
FET
HK$’000

316,008

316,008

316,008

316,008

316,008

316,008

316,008

316,008

RE
BB
Investment
revaluation
reserve

TR
HK$000

(12,960)

12,960

(355)

(355)

(355)
(355)

2RER
Accumulated
losses

FiET
HK$'000

(72,564)

(191,207)

(263,771)

215,960

(395,690)

(443,501)

(415,570)
(27,931)

(443,501)

(105,063)

(110,897)

(215,960)

215,960

(458,582)

(458,582)

#E
Total
FET
HK$’000
940,158

12,960

38,666

(16)
(191,207)

800,561

90,575
24,121
91,408
(3,809)
(6,732)

186,624

(355)
537

(395,690)

787,240

815,526
(28,286)

787,240

1,065,027

(110,897)

954,130
24,121
91,408

(3,809)
(6,732)

186,624

(458,582)

787,160
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(i)

BRABBEEER —NANANEBZEARAR
332,640,000k B #1TR MM EMERERA
E1.008 TEIRZESREE0.05F T ° KE
EZ2ER RZZETE_F+-A=+—HBK
KR HEETETFUADIK ©

KEBFZER RIZBZ_FR_TZT—F
TZA=+—H ARARLEAS /JE%$’/}
AR 2 /B -

AEERFAREXREELENERRE

PRIk RE 2R

AR —_TT_F

TANBESSB+F - BRERB

33,800,000 70 * A E XL HREEHTT

#8 FE

33,800,000 T2 A AR EHE T AT -

Notes:

For the year ended 31st December, 2002

Due to the changes in the business environment of the visual programme
boardcasting business in the PRC, the Group reassessed the recoverable
amount of the assets of this cash-generating unit and recognised an
impairment loss of HK$90,575,000 in respect of the remaining goodwill
arising from the acquisition of this unit.

Pursuant to the special resolution passed at the general meeting of the
Company held on 9th September, 2002, an amount of approximately
HK$215,960,000 standing to the credit of the share premium account of
the Company was reduced and used to write off such amount against the
accumulated losses of the Company.

Under the Companies Act 1981 of Bermuda (as amended), the share
premium of the Company can be used in paying up unissued shares of
the Company to be issued to members of the Company as fully paid
bonus shares.

The contributed surplus of the Group represents the amount transferred from the
capital account due to Capital Reduction effective on 10th September, 2002.

The contributed surplus of the Company represents the difference between
the underlying net tangible assets of the subsidiaries which were acquired
by the Company and the nominal amount of the share capital issued by
the Company at the time of the group reorganisation in 1992 and the
amount transferred from the capital account due to the Capital Reduction
effective on 10th September, 2002.

Under the Companies Act 1981 of Bermuda (as amended), the contributed
surplus account of a company is available for distribution. However, the
company cannot declare or pay a dividend, or make a distribution out of
contributed surplus if:

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

(i) the realisable value of its assets would thereby be less than the
aggregate of its liabilities and its issued share capital and share

premium accounts.

The warrant reserve represents the amount received net of expenses paid
in relation to the placement of warrants in 2000. The reserve will be
released to the share capital and share premium accounts upon exercise
of the warrants.

The capital reduction reserve represents the amount arising in relation to
the reduction of the nominal value of 332,640,000 issued shares of the
Company from HK$1.00 each to HK$0.05 each in 1998. In the opinion
of the directors, the capital reduction reserve is not distributable as at
31st December, 2002.

In the opinion of the directors, the Company had no reserves available
for distribution to the shareholders of the Company as at 31st December,
2002 and 2001.

During the year, the Group sold licensing rights in the PRC and Mongolia

in respect of 116 motion pictures for a term of 10 years from 8th April,

2002

at a total consideration of HK$33.8 million to Riche Group. The

consideration was settled by the issue of convertible notes in an

aggregate amount of HK$33.8 million by Riche Multi-Media.
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For the year ended 31st December, 2002

On 5th February, 2001, the Group acquired 100% of the issued share
capital of High Productive Trading Limited and its subsidiary, One
Hundred Years of Film Company Limited, at a consideration of
HK$265,600,000. This transaction has been accounted for using the
purchase method of accounting.

—EECF —EE—F
2002 2001
FET TET
HK$’000 HK$’000
NET ASSETS ACQUIRED
Property, plant and equipment — 548
Films in progress — 110,063
Deposits and prepayments — 1,237
Bank balances and cash — 274
Other creditors and accruals — (22,184)
Provision for taxation — (153)
— 89,785
Goodwill arising on acquisition — 175,815
— 265,600
Satisfied by:
Cash consideration — 179,235
Amounts due from Win's
Entertainment Limited
and its subsidiaries — 86,365
— 265,600
Analysis of the net outflow of
cash and cash equivalents
in respect of the purchase of
subsidiaries:
Cash consideration — 179,235
Bank balances and
cash acquired — (274)
Net outflow of cash and cash
equivalents in respect of
the purchase of subsidiaries — 178,961
Cash flows of subsidiaries
acquired during the year:
Contribution of the Group’s
net operating cashflow — 351
Net cash outflow for investing
activities — 51
Turnover and profit from
operations contributed by
subsidiaries acquired during
the year:
Turnover — 173,639

Profit from operations — 12,877
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For the year ended 31st December, 2002

At 31st December, 2002, the Group had commitments for future
minimum lease payments under non-cancellable operating leases in

respect of rented premises which fall due as follows:

AEH
The Group

—EEC-F —EE-F

2002 2001

FET TET

HK$’000 HK$’000

Within one year 1,824 5,373
In the second to fifth year

inclusive 199 1,500

2,023 6,873

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

2 years and rentals are fixed for an average of 2 years.
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For the year ended 31st December, 2002

At 31st December, 2002, the Group had the following expenditure
which had been contracted but not provided for in the financial

statements:

AEM
The Group
—¥¥-F —TT—F
2002 2001
FET TET
HK$’000 HK$’000
Purchases of property,
plant and equipment 240 1,990
Acquisition of distribution
rights under film and
television drama series
licensing agreements 94,697 172,505
Balance payable under a
production service
agreement 324 48,750
Online advertising — 4,348
95,261 227,593

The Group and the Company have no significant contingent liabilities
at 31st December, 2002.

During the year ended 31st December, 2001, the Company gave
corporate guarantee to a bank in respect of rental performance by its
subsidiaries. At 31st December, 2001, the subsidiaries had commitments
for future minimum lease payments under the rental agreement
amounting to HK$640,000.
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For the year ended 31st December, 2002

At 31st December, 2002, the Group’s leasehold land and buildings and
investment properties located in Hong Kong with a total net book value
of nil (2001: HK$31,022,000) and approximately HK$27,800,000 (2001:
nil) respectively were pledged to a bank to secure a bank loan granted

to the Group.

At 31st December, 2001, the Group pledged 183,600,000 shares in
Riche Multi-Media, being the Group’s entire interest in Riche Multi-
Media, to secure the other loan of HK$25,000,000 granted by a financial
institution. The loan was fully repaid during the year and the pledge
was released accordingly.

Pursuant to a resolution passed at the annual general meeting of the
Company held on 27th May, 2002, the share option scheme adopted
by the Company on 23rd October, 1996 (the “Old Option Scheme”)
was terminated and a new share option scheme (the “New Option
Scheme”) was adopted.

(@ The Old Option Scheme

The major terms of the Old Option Scheme are summarised as

follows:
() The purpose was to provide incentives to the participants.

(i) The participants included any employee or director of any
members of the Group.

(iii)  The maximum number of shares in respect of which options
might be granted must not exceed 10% of the issued share
capital of the Company from time to time.
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For the year ended 31st December, 2002

The Old Option Scheme (continued)

(iv)  The maximum number of shares in respect of which options
might be granted to a participant, when aggregated with
shares issued and issuable under any option granted to the
same participant, must not exceed 25% of the maximum

shares from time to time.

(v)  Any option may be exercised in whole or in part at any
time after the date on which the option is deemed to be
granted.

(vi) The exercisable period of an option must not exceed a
period of 10 years commencing on the expiry of the

abovementioned minimum holding period.

(vii) The acceptance of an option, if accepted, must be made
within 30 days from the date of the offer of the grant with a
non-refundable payment of HK$1 from the grantee to the
Company.

(viii) The exercise price of an option must be the higher of:

. a price not less than 80% of the average closing price
of the share for the 5 trading days immediately
preceding the grant; and

. the nominal value of the share.

As the Old Option Scheme was terminated on 27th May, 2002,
no further options can be granted under the Old Option Scheme
thereafter. However, all outstanding options granted under the
Old Option Scheme prior to the said termination shall remain
valid and exercisable in accordance with the provisions of the
Old Option Scheme.
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For the year ended 31st December, 2002

The New Option Scheme

The major terms of the New Option Scheme are summarised as

follows:

() The purpose is to provide incentives and rewards to the
participants for their contribution or potential contribution

to the Group.
(i)  The participants include:

(1) (@ any director or proposed director (whether
executive or non-executive including any
independent non-executive director), employee
or proposed employee (whether full time or part
time) of any member of the Group or any
substantial shareholder of the Company or any
company controlled by a substantial shareholder
of the Company,

(b) any individual for the time being seconded to
work for any member of the Group or any
substantial shareholder of the Company or any
company controlled by a substantial shareholder

of the Company,

(c) any holder of any securities issued by any
member of the Group or any substantial
shareholder of the Company or any company
controlled by a substantial shareholder of the
Company,

(d)  any business or joint venture partner, contractor,
agent or representative of any member of the
Group or any substantial shareholder of the
Company or any company controlled by a
substantial shareholder of the Company,
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(b)

For the year ended 31st December, 2002

The New Option Scheme (continued)

(ii)

The participants include: (continued)

(e)

any research assistant, technician, adviser,
consultant, artist, actor, actress of, and any
research company, technical support company,
advisory company, consultancy company,
production company, advertising company,
distribution company and professional services
company to any member of the Group or any
substantial shareholder of the Company or any
company controlled by a substantial shareholder

of the Company,

any supplier, producer, director or licensor of
films, television programmes, video features,
goods or services to any member of the Group
or any substantial shareholder of the Company
or any company controlled by a substantial
shareholder of the Company,

any customer, licensee (including any sub-
licensee) or distributor of films, television
programmes, video features, goods or services
of any member of the Group or any substantial
shareholder of the Company or any company
controlled by a substantial shareholder of the
Company,

any landlord or tenant (including any sub-
tenant) of any member of the Group or any
substantial shareholder of the Company or any
company controlled by a substantial shareholder
of the Company, and
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(b)

For the year ended 31st December, 2002

The New Option Scheme (continued)

(iii)

(vi)

(vii)

(2) any company controlled by one or more persons

belonging to any of the above classes of participants.

The maximum number of shares in respect of which options
may be granted under the New Option Scheme must not
exceed 10% of the issued share capital of the Company as
at the date of approval of the New Option Scheme and
such limit might be refreshed by the shareholders in general
meeting. The maximum number of shares which may be
issued upon exercise of all outstanding options granted and
yet to be exercised under the New Option Scheme and any
other share option scheme must not exceed 30% of the
shares in issue from time to time. The total number of shares
available for issue under the New Option Scheme as at the
date of this annual report was 7,617,313, which represented
approximately 3.33% of the issued share capital of the
Company at the date of this annual report.

The total number of shares issued and to be issued upon
exercise of the options granted to each participant (including
exercised, cancelled and outstanding options) in 12 month
period must not exceed 1% of the shares in issue from time

to time unless the same is approved by the shareholders.

The exercise period should be determined by the board of
directors upon grant of the option but in any event should
not exceed 10 years from the date of offer for grant.

Save as determined by the board of directors and provided
in the offer of the grant of the relevant options, there is no
general requirement that an option must be held for any

minimum period before it can be exercised.

The acceptance of an option, if accepted, must be made
within 30 days from the date of grant with a non-refundable
payment of HK$1 from the grantee to the Company.
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For the year ended 31st December, 2002

(b) The New Option Scheme (continued)

(viii) The exercise price of an option must be the highest of:

the closing price of the share on the date of grant;

. the average closing price of the share for the 5 trading
days immediately preceding the date of grant; and

. the nominal value of the share.

(ix) The New Option Scheme is effective for 10 years from the
date of adoption until 26th May, 2012.
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Name of scheme

ALRES Directors of the Company
Bl 0ld Option Scheme
HERETE New Option Scheme
A5EEE Employees of the Group
ERREHY 0ld Option Scheme

il B R New Option Scheme
Htg5% Other participants

il B R New Option Scheme

SEE

RiAA
Date
of grant

21.11.1996
28.3.2000

2.6.2000

16.7.2002

5.1.1999
28.3.2000

2.6.2000

16.7.2002

16.7.2002

CIESR

participants and movements in such holdings:

TEHR
Exercisable
period

21.11.1996

to 20.11.2006
28.3.2000

t0 27.3.2010
2.6.2000

10 1.6.2010

16.7.2002
t0 15.7.2012

5.1.1999

to 4.1.2009
28.3.2000

to 27.3.2010
2.6.2000

10 1.6.2010

16.7.2002
t0 15.7.2012

16.7.2002
t0 15.7.2012

SREE
Exercise
price

per share
A7

HK$
(Kiti)
(note i)

1.716

501

16.783

1.716

1.716

R-B%-£

-A-BEk
“RECF
-R-A
HATE
Outstanding
at 1.1.2001
and

at 1.1.2002

19,364,024
26,500,000

12,000,000

57,864,024

1,271
14,700,000

12,000,000

26,701,271

84,565,295

ERRd
Granted
during
the year
(i)
(note ii)

45,680,000

45,680,000

114,240,000

114,240,000

152,320,000

312,240,000

BRELE

Number of share options

ER&H LS
Lapsed  Adjustments
during during

the year the year

(Hiti)
(note i)

—  (18,689,755)
—  (25,577,877)

—  (11,582,494)

—  (44,348,997)

(100,199,123)

- (1,7)
(6,500,000)  (7,914,663)

—  (11,582,492)

—  (110,911,329)

(6,500,000) (130,409,711)

—  (147,881,772)

(6,500,000) (378,490,606

For the year ended 31st December, 2002

The following table discloses details of the Company’s share options

held by the Company’s directors, the Group’s employees and other

RZB5Zf%
t2A
Sr=[
HATE
Outstanding
at
31.12.2002

674,269
922,123

417,506

1,331,003

3,344,901

44
285,337

417,508

3,328,671

4,031,560

4,438,228

11,814,689
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(

(ii)

For the year ended 31st December, 2002

The exercise prices and numbers of options which remained outstanding
during the year have been adjusted due to the completion of rights issue
and/or share consolidation and rights issue with bonus issue during the
year.

The closing price of the Company’s share immediately before the date of
grant was HK$1.25 (after adjustment).

The exercise in full of the outstanding 11,814,689 share options at 31st

December, 2002 would, under the present capital structure of the

Comp
for a

any, result in the issue of 11,814,689 additional ordinary shares
total cash consideration, before expenses, of approximately

HK$83,469,000.

Total consideration received during the year from the grantees for taking

up the options granted amounted to HK$10 (2001: nil).

No charge is recognised in the income statement in respect of the

value

of options granted during the year (2001: nil).

The Group operated a pension scheme under rules and regulations
of Mandatory Provident Fund Schemes Ordinance (“MPF
Scheme”). The assets of the MPF Scheme are held separately in
an independently administrated fund. The Group has chosen to
follow the minimum statutory contribution requirement of 5% of
eligible employees’ monthly relevant income but limited to the
mandatory cap of HK$20,000. The contributions are charged to
the income statement as incurred. In respect of employees who
leave the MPF Scheme before the employer’s voluntary
contributions become fully vested, the relevant portion of the
voluntary contributions forfeited will be refunded to the Group.
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For the year ended 31st December, 2002

Employees of subsidiaries in the PRC are members of the Central
Pension Scheme operated by the PRC government. These
subsidiaries are required to contribute a certain percentage of
their payroll to the Central Pension Scheme to fund the benefits.
The only obligation of the Group with respect to the Central
Pension Scheme is the required contribution under the Central

Pension Scheme.

During the year, the retirement benefits schemes contributions net of
forfeited contributions of HK$255,000 (2001: HK$239,000) amounted
to HK$819,000 (2001: HK$1,621,000).

During the year, the Company issued 987,429,500 ordinary shares
(before Share Consolidation) to the directors and their associates.
Details of these subscriptions are set out in notes 28(a) and (c).

On 29th November, 2001, the Group entered into an agreement
with the Riche Group pursuant to which the Group would sell
the exclusive rights which included the theatrical rights, video
rights and other medium rights (except internet rights) of three
movies for a total consideration of HK$9.1 million to the Riche
Group. At 31st December, 2001, the Group received a deposit of
HK$2,730,000 pursuant to the terms of the agreement. During
the year, the Group received the remaining amount of
HK$6,370,000 from the Riche Group upon delivery of the master
materials of these three movies. Details of this transaction are set
out in the Company’s announcement dated 30th November, 2001.

On 5th February, 2002, the Group and the Riche Group entered
into a licensing agreement pursuant to which the Group granted
to the Riche Group the exclusive distribution rights in the PRC
and Mongolia in respect of 116 motion pictures for a term of ten
years from 8th April, 2002 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 31st January, 2002.
The consideration was settled by the issue of convertible notes in
an aggregate amount of HK$33,800,000 by Riche Multi-Media.
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For the year ended 31st December, 2002

On 5th February, 2002, the Group and the Riche Group entered
into a territory supply agreement whereby the Group, during the
term of three years from 8th April, 2002, granted in favour of the
Riche Group a first right of refusal to acquire the exclusive
distribution rights excluding the theatrical rights in respect of
each film in the PRC and Mongolia (“Distribution Rights”) and an
option to acquire the theatrical rights.

Pursuant to the territory supply agreement, the Riche Group paid
an amount of HK$5,000,000 to the Group as a deposit, which is
refundable without interest after the termination of the territory
supply agreement, 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 license agreements to be entered
into. If the Riche Group elects to acquire the Distribution Rights,
a territory license agreement in respect of the film will be entered
into pursuant to which the Riche 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 of
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
license rights in respect of a film will be for a period of 10 years.
In relation to the option to acquire the theatrical rights, the
additional license fee shall be equal to the balance of the total
income received by the Riche Group in respect of the exploitation
of such theatrical rights before payment of any distribution
expenses but after deducting a sum equal to 20% of the said
total income which shall be retained by the Riche Group.

During the year, the Group sold Distribution Rights to the Riche
Group at a total consideration of approximately HK$5.5 million
and received HK$10.6 million additional license fee for the sale
of the theatrical rights pursuant to the relevant territory licence
agreements.
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For the year ended 31st December, 2002

During the period from January to November 2002, the Group
entered into a series of distribution agreements with the Riche
Group under which the Group agreed to distribute the cyber
cinema rights of the films within the PRC for periods of up to 3
years from the respective dates of the distribution agreements. In
consideration of the provision of services by the Group, the Riche
Group would pay the Group distribution commission equivalent
to 35% of the total income received by the Group on behalf of
the Riche Group. During the year, the Group received distribution
commission of approximately HK$1,666,000 (2001: nil) from the
Riche Group pursuant to the distribution agreements.

On 3rd December, 2002, the Group entered into a cyber cinema
rights supply agreement with the Riche Group pursuant to which
the Group agreed to distribute the cyber cinema rights of the
films within the PRC for the Riche Group subject to such other
terms as may be agreed by the parties to the relevant future
distribution agreements to be entered into. In consideration of
the provision of services by the Group, the Riche Group would
pay the Group distribution commission equivalent to 35% of the
total income received by the Group on behalf of the Riche Group.
During the year, the Group received distribution commission of
approximately HK$53,000 (2001:
pursuant to the distribution agreements.

nil) from the Riche Group
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For the year ended 31st December, 2002

(g  During the year, the Group entered into the following transactions

with related parties:

—®R-F -TT-#
2002 2001
FET TET
HK$’000 HK$’000
EEEN
Management fee (Note i) — 240
FREEZWA
Video production income
(Note i) 726 —
2 WA
Interest income (Note ii) 238 —
e kX
Rental expenses (Note iii) — 405
Notes:
(i) The amounts were determined at prices agreed between the parties.
(i) Interest income was calculated at 1% per annum in accordance
with the terms of the convertible notes issued by Riche Multi-
Meida.
(iii) ~ Rental expenses were paid and payable by the Group for the use

of certain studio and lighting equipment. The prices were similar
to the price offered by other vendors.

Both Lucky Assets Holdings Limited and the Riche Group are

associates of the Group.

Mr. Heung Wah Keung and Ms. Chen Ming Yin, Tiffany are also
directors of and have beneficial interest in Riche Multi-Media,

the holding company of the Riche Group.

(h)  Details of the amounts due from and to related parties are set out
in notes 17, 23, 24 and 25.
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TREINEZRR/RFTELEREEEENE The following table lists the subsidiaries of the Company which, in the
EZARBINBAR - EERE - 2HEHAM  opinion of the directors, principally affected the results or assets of the
MEARIzEHNGERERERAN TR Group. To give details of other subsidiaries would, in the opinion of

the directors, results in particulars of exercise length.

ARAfE
BRfRE/

EMER

HELA BRIREE
Proportion &/ HMERK

it/ R of nominal lssued and
fith/BX  FERS value of issued  fully paid
RHRREA Country/place of %Rl capital/registered share capital/
HEARER Form of incorporation/  Class of capital held  registered TERH
Name of subsidiary business structure formation shares held by the Company  capital Principal activities
%
Anglo Market International 2t M Bk 2 AERREE  EBRR 100 1REEIXT  REEERE
Limited Incorporated British Virgin Ordinary 1 share of Provision of artists
Islands US$1 services
LREEEARRERRAR  FIGE R E it 49 300000XT R REFEES
(Fakc) (LREIEE]) The PRC Capital US$300,000 Design and production
Beijing Creative Star International  Sino-foreign joint contribution of advertisements
Advertising Co. Ltd. venture
(Notes a and c)
(“Beijing Creative Star”)
Business First Limited Gl A ABRLES  EER 100 TREEIXT  HARRERE
Incorporated British Virgin Ordinary 1 share of US§1  Holding of cable right
Islands
China Star Entertainment 1A RERLES  HBR 100 200%k&HK RARR
(BVI) Limited Incorporated British Virgin Ordinary HE1%T Investment holding
Islands 200 shares of

US$1 each
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HELARAE

Name of subsidiary

MEEREERER A
China Star Entertainment
Holding Limited

hEEERRIBERAA
China Star HK Distribution
Limited

NEERAREER AT
China Star HK Entertainment
Company Limited

ERRERA
Form of

business structure

ML

Incorporated

Gz

Incorporated

ML

Incorporated

For the year ended 31st December, 2002

ARTMRE

BRfRA/

EREX

HfEL A

Proportion

/R of nominal

fieh /B  FERS value of issued

Country/place of %7l capital/registered

incorporation/  Class of capital held

formation shares held by the Company

%

Bk SRR 100
Hong Kong Ordinary

BE sk 100
Hong Kong Ordinary

Bk SRR 100
Hong Kong Ordinary

ERTRMR

BA/HERER

Issued and

fully paid

share capital/

registered IRER

capital Principal activities

WRBRER RERRK
TETE®RR  Investment holding
1 1,000,000%
BREEET
ERZEELR
(id)

2 ordinary shares
of HK$1 each
and 1,000,000
deferred
non-voting shares
of HK$1 each

(note d)

100,000 TEREEGYNER
SREGIET REYREREER
LER %%

100,000 ordinary  Production of and
shares of trading in video
HKS1 each products, and

distribution of
motion pictures
and television

drama series

1,000,0008% EERBEREA
BREBIET  RBREER

ERk Production of and
1,000,000 trading in video

ordinary tapes, and

shares of investment holding

HK$1 each
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HELARAE

Name of subsidiary

PERESREERD
China Star i-Content lelted

China Star International
Distribution Limited (#fh)
(note b)

hEEESYRERAT
China Star Laser Disc
Company Limited

EF . E/@ "ﬁﬁ; @ﬁ E(
China Star Management
Limited

HEEYEERAA
China Star Pictures Limited

ERRREA
Form of

husiness structure

Gz

Incorporated

i

Incorporated

AL

Incorporated

Gz

Incorporated

Gz

Incorporated

i/ Ry
it VA E
Country/place of
incorporation/

formation

B
Hong Kong

ABRRES
British Virgin
Islands

B
Hong Kong

B
Hong Kong

B
Hong Kong

R B
g5

Class of
shares held

LRk
Ordinary

LEk
Ordinary

LBk
Ordinary

Lk
Ordinary

LRk
Ordinary

For the year ended 31st December, 2002

ARAME
BRRA/
EMEX
HfEL A
Proportion

of nominal
value of issued
capital/registered
capital held

by the Company
%

100

100

100

100

100

ERTRMAR
RA/ERER
Issued and

fully paid

share capital/
registered
capital

WRERAEE
1ATEBR
2 ordinary
shares of
HK$1 each

8,001 &k
B
8,001 shares of
US$1 each

15,000 &R &
100 T E Bk

15,000 ordinary
shares of
HK$100 each

1,000,000%% & &
HETET
TRk

1,000,000
ordinary shares
of HK$1 each

WRERAEE
1ATEBR

2 ordinary
shares of
HK$1 each

TEXE

Principal activities

REEFBER
RIERENA

Holding of film footage
and making of
entertainment

content

EYREREERIES

Distribution of motion
pictures and
television

drama series

REERRHER
RERRK

Provision of
management services
and investment

holding

REBERKR
HESHREER
Provision of artists
services and
production of

television drama series

REETME
Holding of film right
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HELARAE

Name of subsidiary

PEEREREERAR
China Star Production
Services Limited

PEEFEERAT
China Star Trademark
Limited

China Star Worldwide
Distribution B.V.
(Kith)

(Note b)

Classical Statue Limited

hESEEERAR
Cyber Cineplex (China)
Limited

ERRREA
Form of

business structure

Gz

Incorporated

Gz

Incorporated

A

Incorporated

A

Incorporated

Gz

Incorporated

i/ Ry
fEs/ AR
Country/place of
incorporation/

formation

B
Hong Kong

ZERAES
British Virgin

Islands

+

ol
The Netherlands

ZERAES
British Virgin
Islands

B
Hong Kong

For the year ended 31st December, 2002

ARFMRE

BRfRE/

EREX

HfEL Al

Proportion

of nominal

ig:d 4 value of issued

g3 capital/registered

Class of capital held

shares held by the Company

%

sk 100
Ordinary

sk 100
Ordinary

sk 100
Ordinary

sk 100
Ordinary

sk 100
Ordinary

ERTRMAR
R/ ERER
Issued and

fully paid

share capital/
registered
capital

2RERAERE
IBTERK

2 ordinary shares
of HK§1 each

IREEIXT

1 share of
Us$1

400 5K
EEI0HHE
EF L

400 ordinary
shares of
Dutch Guilders
100 each

IREEIXT

1 share of
US$1

10,0008 KA &
1ETERR
10,000 ordinary
shares of
HK$1 each

TEXE

Principal activities

RERBRERS
Provision of post

production services

REBERRE
Holding of trademark
and copyrights

EYRERERRIEN
Distribution of
motion pictures and
television drama

series

RERR

Investment holding

REHAREZRE
RERRETENR
EREER

Provision of advance
technology and
relevant services
on visual programme
broadcasting and
investment holding
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WELARAE

Name of subsidiary

Exceptional Gain Profits
Limited

ZR(FHE) ERAT
Newrich (HK) Limited

—AFEYERAA
One Hundred Years of
Film Company Limited

B M R0 B8 B
BRAA (Hitc)
§ & E Cyber Cine Plex Ltd.

(note )

SEREARLA

S & W Entertainment Limited

ERRERA
Form of

business structure

3174V
Incorporated

A

Incorporated

ML

Incorporated

TR E

Sino-Foreign joint

venture

Gz

Incorporated

i/ R
fiEs/ B8R
Country/place of
incorporation/

formation

ABRRES
British Virgin
Islands

BE
Hong Kong

B
Hong Kong

Gl
The PRC

B
Hong Kong

fiskf
]
Class of
shares held

LEk
Ordinary

BAR

Ordinary

LBk
Ordinary

i
Capital

contribution

TRk

Ordinary

For the year ended 31st December, 2002

ARAME
BRRA/
EMEX
HfEL A
Proportion

of nominal

value of issued
capital/registered
capital held

by the Company

100

100

100

70

100

ERTRMR
BE/HERER
Issued and

fully paid

share capital/
registered
capital

%

IRABIET
1 share of
Us$1

WEEREE
AT ERR

2 ordinary
shares of
HKS$1 each

3,000,0001%
BREEIET

3,000,000 shares
of HK$1 each

AR%
10,000,0007C
RMB10,000,000

WEEREE
AT EBR

2 ordinary
shares of
HK$1 each

TEXH

Principal activities

VES ¥

Property investment

AR/
Property holding

S

Rie

Film production

=
=N

N

REHERR
Visual programme

broadcasting

HEBYREREER

Production of motion
picture and
television drama

series
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Mt

TREEEN —HHAEEE—URFEZ
BUYE=—ENIL2EEBERR - B&EHA—N
NEFANANBRZ-+F - REXR LA
BEZPAATII L2 ER RS A5EEA
ERBELIHAAERRZAEEERAE I
BREECEEHREXBARN - SEMRMAZF
EAtiﬁZm%%ﬁ%& A A R ER S
EEZ A B 2L SRS EFE - Bt -
£— nntinﬂnatz_77 F+=
A=+—HLLHHE  ~EEEE#EEILRE
BEE100% & FEHD - 2B B HED TR
+EFE T ——F+=-_A=+—H

ERRERET -

EREEEER -

BRERBELEROIFEABR LI EEIRK
BRBENEEARBE 2R N
BREAEGHEE LIRE - BNBEREFTAIZ
Eﬁtiﬂ DK ©

China Star Entertainment (BVI) Limited &
China Star Worldwide Distribution B.V.H
RAFIEEES  MABHEMWEARHSS
RAGEEREE -

SRR BEAEIN

MEBAR X EE XA

BB

AR 45 B S R By R A R

EFRARBERZEKES °

Notes:

For the year ended 31st December, 2002

Beijing Creative Star is an equity joint venture company established by
the Group with an independent third party in the PRC for a joint venture
period of 20 years starting from 9th September, 1997. Under a
management agreement with the Chinese party on the same date, the
Group is responsible for all of the assets and liabilities of the equity joint
venture company and is entitled to all of the net profits or losses of the
operation after payment of fixed amount as management fee to the Chinese
party each year during the term of the management agreement. The Group
therefore effectively has 100% attributable economic interest in Beijing
Creative Star for the term running from 9th September, 1997 to 31st
December, 2002. The management agreement has been renewed for a
period of 10 years up to 31st December, 2012

Operating internationally.
Operating in the PRC.
The non-voting deferred shares practically carry no right 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.

China Star Entertainment (BVI) Limited and China Star Worldwide
Distribution B.V. are directly held by the Company. All other subsidiaries

are indirectly held by the Company.

Except otherwise stated, the principal place of operation of the

subsidiaries is Hong Kong.

None of the subsidiaries had any debt securities outstanding at the end

of the year or at any time during the year.
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For the year ended 31st December, 2002

The following table lists the associates of the Group which, in the
opinion of the directors, principally affected the results and assets of

the Group. To give details of other associates would, in the opinion of

directors, result in particulars of exercise length.

TR EZARIEFEAKEXENE
EZRARABMERR - EFRR - 2HEM
fE AR CENEEREBNILE
FRAEEMBE
RITRAEELLH
Proportion of
ZMAES”  nominal value of
EBEREL /@R issued capital/
Form of Country/ registered capital
BENTEH business place of held indirectly
Name of associate structure incorporation by the Group
%
ERRERRERAT IABELE HE 20.08
Wholly-owned ~ The PRC
foreign
enterprise
Golden Capital International  # fff 5% iz RERXES 36.50
Limited Incorporated British Virgin Islands
(Kfita)
(note a)
Manful Corporation Bl B 50
Limited Incorporated Hong Kong
EXZRBEEEEAR REAf AR 32 ARE 40.61
Riche Multi-Media Incorporated Bermuda

Holdings Limited
(RIEEFEEEERAR)
(formerly known as
Ocean Shares

Group Limited)

ERTR
BREA

Issued and

fully paid

share capital
registered capital

aff &R
ARE
10,000,0007T
Registered Capital
RMB10,000,000

1,0008% & %
[ERERESy
LA

1,000 ordinary
shares of US$1 each

10,000 R E &
BT EBK

10,000 ordinary
shares of HK$1
each

475,200,0004%
BREETET
L

475,200,000
ordinary shares

of HK$0.1 each

IREHR

Principal activities

RPBRREREEER
CEREE Y YES

Development and
production of
telecommunication and
information technology
and solution in the PRC

R EREER
Investment holding in
the PRC

NE BB
Operation of a lounge
in Hong Kong

REAREER
Investment holding
in Hong Kong
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ES 2T Ll
Form of
BENRER business
Name of associate structure
Bluelagoon Investment Bl
Holdings Limited Incorporated
SXRBETERAA BRIl A
Riche Distribution Limited  Incorporated
(AIBEETERRAR)
(formerly known as
Ocean Shores
Distribution Limited)
EXSEBERAA BRIz
Riche Multi-Media Limited  Incorporated

(FIBEZFREERAR)
(formerly known as
Smart Choice

Investments Limited)

FRAEEMBE
BTRFEELA

Proportion of

FEMATES  nominal value of
/BR issued capital/
Country/ registered capital
place of held indirectly

incorporation by the Group

%
REEXHS 40.61
British Virgin Islands
BB 40.61
Hong Kong
Bk 40.61
Hong Kong

For the year ended 31st December, 2002

BEAR
BRRE
Issued and
fully paid
share capital/
registered
capital

IREREEIET
2T

1 ordinary share
of US$1 each

1,000,0008%
BREEIET
1,000,000 ordinary
shares of HK$1

each

MREREETET
ST

2 ordinary shares
of HK$1 each

IREHR

Principal activities

NPEBEHEETER
HERSE

Distribution of
programme
sub-licensing of
programme rights and
sales of advertising
rights in the PRC

NELEBROEBITH
Sub-licensing of
programme rights
in Hong Kong

RPEETZRGE R
HRERERER
Distribution of video
programmes,
and other video features
in the PRC
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ES 2T Ll

Form of
BENRER business
Name of associate structure
EXRGEFERLA A
Riche Video Limited Incorporated

(AIBEERYERAA)
(formerly known as
Ocean Shores Video

Limited)

For the year ended 31st December, 2002

FRRBERFE
RORFEELH EBROR
Proportion of B EKRAK
AMAER  nominal value of  Issued and
/Bx issued capital/  fully paid
Country/ registered capital  share capital/
place of held indirectly  registered TEXH
incorporation by the Group  capital Principal activities
%
BB 40.61 10BEK REARTYADA
Hong Kong HE1008 T E @K Distribution of video

B EE

BEAEBEREHFREFRE EBERA)
AU BEBBERERGE  EAKRBE—
SHEERNBILEERSIME20%HEAE
B & X 840,000,000/ T2 N2 B
HEREENTKA (Bt =TT =FH)1%&
NEAATHK © BN - BT RF Golden
Capital International Limited& Z =2 & =
F+_A=Z+—"HULEFEZEREFTE LR
10,000,000/ JT ° fi Golden Capital
International Limited& & —_ZZE=F+_H
=+ —HILFEZ2ERE LK 10,000,000%
T BARBETRRAEXZNASE -2
£ 710,000,000 7T B AN &£ B B B B AR B,
ZHREZTNREE

BREEELERNDEA ABTR LI EERK
BHBEWBRAGBE ZER - FARIHE
BRERREHEE LRE - ARBRETAZ
AR 2R ©

Notes:

520,000 programmes in
BREE100E T Hong Kong
BERREETH
(Kfith)

10 ordinary

shares of HK$100
each and 20,000
non-voting
deferred shares of
HK$100 each
(note b)

Pursuant to the sales and purchase agreement and supplemental agreement
entered into between the Group, the vendor and the vendor’s shareholder
(who acts as the guarantor), the vendor will refund a sum equivalent to
the shortfall between 20% of the value stated in the independent valuation
report and the consideration of HK$40 million paid by the Group. The
independent valuation report will be completed within six months after
the completion date which is expected in mid 2003. In addition, the
vendor also warrants that dividends from Golden Capital International
Limited for the year ending 31st December, 2003 will not be less than
HK$10 million. In the event that the dividends from Golden Capital
International Limited for the year ending 31st December, 2003 are less
than HK$10 million, the vendor and the vendor’s shareholder agreed to
pay the Group a sum equivalent to the shortfall between HK$10 million
and the actual dividends received by the Group.

The non-voting deferred shares practically carry 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.



