The Company was incorporated in Bermuda as an
exempted company with limited liability and its shares
are listed on The Stock Exchange of Hong Kong
Limited.

The principal activities of the Group are distribution of
programmes, sub-licensing programme rights, and sales
of advertising rights for advertisements placing on
video programmes.

In the current year, the Group has adopted, for the
first fime, 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,
but has no effect on the results for the current or prior
accounting years. Accordingly, no prior year
adjustment has been required.

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 infroduces measurement
rules for employee benefits, including retirement
benefits plans. Because the Group participates only
in a defined conftribution retirement benefits scheme,
the adoption of SSAP 34 has not had any impact on
the financial statements.
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The financial statements have been prepared under
the historical cost convention as modified for the
revaluation of the leasehold land and buildings and
in accordance with accounting principles generally
accepted in Hong Kong. The principal accounting
policies adopted are as follows:

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and its
subsidiaries made up to 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 fo the effective date of disposal, as
appropriate.

Investments in subsidiaries

Investments in subsidiaries are included in the
Company’s balance sheet at cost, less any identified
impairment loss.

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 af the Group’s
share of the net assets of the associates, less any
identified impairment loss.

Property, plant and equipment

Property, plant and equipment are stated at cost or
valuation less depreciation and any accumulated
impairment losses.

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

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

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

Leasehold land Over the unexpired period of

the lease
Buildings 2% straight-line basis
Leasehold 33.3% reducing

improvements balance basis

Plant and machinery 10% reducing balance basis
Office equipment

20% reducing balance basis

Studio and lighting 20% reducing balance
equipment basis

Motor vehicles

20% reducing balance basis

Furniture and fixtures 15% reducing balance basis
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The gain or loss arising on the disposal or retirement HEXEREEZRAXBENIEEERR
of an asset is determined as the difference between SREEEHAEERTOECEZH g
the sales proceeds and the carrying amount of the N &

asset and is recognised in the income statement.



Impairment

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

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

Leased assets

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

All other leases are classified as operating leases and
the annual rentals are charged to the income
statement on a straight-line basis over the relevant
lease term.
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Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the first-in,
first-out method.

Other asset

Other asset is initially measured at cost less
amortisation and accumulated impairment losses, if
any, and amortised on a straight-line basis over its
estimated useful life.

Film rights

Film rights are stated at cost less amortisation and
any accumulated impairment losses. They are rights
for the production and distribution of programmes and
sub-licensing of programme right.

The cost of film rights is amortised in the proportion
that actual income earned during the year bears to
the total estimated income from the reproduction and
distribution of programmes and sub-licensing of
programme rights. The amortisation period will not
exceed twenty years.

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

Film right deposits

Licence fees paid in advance and/or by instalments
during the production of films under licensing
agreements for the reproduction and distribution of
programmes and sub-licensing of programme rights.
In specific geographical areas and time periods, are
accounted for as film right deposits. The balance
payable under the licensing agreement is disclosed
as a commitment.
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Film right deposits (confinued)

In those cases where the Group is unable to exercise
its rights under a licensing agreement because the
film producer fails fo complete the film, the Group
writes off the difference between the advances made
and the estimated recoverable amount from the film
producer.

When the Group decides not to exercise its rights
under a particular licensing arrangement after the
licensor has fulfilled all the licensing conditions, all
advances made under that licensing arrangement will
be written off to the income statement.

Club memberships

Club memberships are stated at cost less any identified
impairment loss.

Deferred income

Deferred income comprises convertible notes receipt
in advance under the licensing agreement with an
associate and unrealised profit arising from the delivery
of master materials to an associate under the licensing
agreement. Receipt in advance will be taken up as
income upon delivery of master materials and
unrealised profit arising from delivery of master
materials will be recognised by the Group when the
relevant portion of film rights in the associate’s
accounting records has been charged to the
associate’s income statement.

Convertible notes

Convertible notes are recognised as liabilities unless
conversion actually occurs. The finance cost
recognised in the income statement in respect of the
convertible notes is calculated so as to produce a
constant periodic rate of charge on the remaining
balance of the convertible notes for each financial
year.

The costs, if any, incurred in connection with the issue
of convertible notes are charged to the income
statement in the period of issue.
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Revenue recognition

Revenue from the distribution of video programmes is
recognised when the video programmes are delivered
fo customers and the ftitle has passed.

Revenue from sub-licensing of programme rights is
recognised upon delivery of the pre-recorded audio
visual products and other materials for the video
programme rights including the master tapes to the
customers.

Revenue from sales of advertising rights and film
exhibition income are recognised when the right to
receive payment is established.

Video conversion fee income is recognised when the
video conversion process has been completed.

Rental income under operating leases is recognised
on a straight-line basis over the relevant lease term.

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

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 of exchange
prevailing 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.
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Retirement benefits costs

Payments to the Group’s retirement benefits scheme
are charged as an expense as they fall due.

Distribution of programmes
Sub-licensing of programme rights
Sales of advertising rights

Film exhibition income

Video conversion fee income

Business segments

ITH B
EREEBTE
HERESR
EXMBRIEA
TR G RBHRIEA

For management purposes, the Group is currently
organised into three operating divisions, namely

distribution, sub-licensing and sales of advertising rights.
These divisions are the basis on which the Group

reports its primary segment information.

Principal activities are as follows:

Distribution

Sub-licensing
rights

Sales of advertising

Distribution of programmes

Sub-licensing of programme

Sales of advertising rights

rights for advertisements placing
on video programmes
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Business segments (continued)

Segment information about these businesses for the

years ended 31st December,

presented below.

2002 and 2001 is

Income statement for the year ended

31st December, 2002

Turnover

Segment profit before amortisation
and impairment loss of other
asset and loss on disposal of
property, plant and equirment

Amortisation of other asset
Impairment loss recognised
in respect of other asset
Loss on disposal of property,

plant and equirment

Segment (loss) profit

Unallocated corporate income
Unallocated corporate expenses

Loss from operations
Finance costs

Loss on disposal of a subsidiary

Loss before taxation
Taxation credit

Net loss for the year

Distribution
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Sales of
Sub- advertising
licensing rights  Consolidated
ERBITE HEREE FE
HK$°000 HK$°000 HK$°000
TEx FiEx TEx
43,523 11,600 89,443
15,737 9,332 30,300
(9,520) = (9,520)
(25,087) - (25,087)
- - (13,574)
(18,870) 9,332 (17,881)
1,218
(8,468)
(25,131)
(240)
(1,100)
(26,471)
1,186
(25,285)
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Business segments (continued)

Balance sheet as at 31st December, 2002

ASSETS
Segment assets

Interests in associates
Unallocated corporate assets

Consolidated total assets

LIABILITIES
Segment liabilities

Unallocated corporate liabilities

Consolidated total liabilities
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Distribution
BT
HK$’000
FER

74,083

8,625

EBDE (F)

R-ZBZEZF+-A=Z+-HZEE
BER
Sales of
advertising
Sub-licensing rights  Consolidated
ERBTE HEREE FE
HK$°000 HK$°000 HK$°000
TEx FiEx TEx
89,064 - 163,147
160,000 - 160,000
8,345
331,492
43,979 - 52,604
58,784
111,388
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Business segments (continued) (X2 (&)
Other information for the year ended HE—_TF_F+_A=+—HIF
31st December, 2002 EZEMmEH
Sales of
Sub- advertising
Distribution licensing rights  Unallocated Consolidated
BT  ERBEOE  HERGE Ll e
HK$’000 HK$’000 HK$’°000 HK$’°000 HK$°000
TéErn TEn TéErn TéEn TéErn
Additions of property, RENE -
plant and equipment BE R 405 405 - 169 979
Additions of film rights NEBFRME 39,238 12,615 - - 51,853
Allowance for bad and REREE
doubfful debfs 989 - - 55 1,044
Allowance for inventory REFEHE
obsolescence 1,757 - - - 1,757
Depreciation and amortisation RER#H 12,378 20,815 2,268 366 35,827
Impairment losses recognised BEREGENER
in consolidated BARZRE
income statement B8 4,465 28,201 - - 32,666
Loss on disposal of property, HENE  BE
plant and equipment SEER 13,574 - - 934 14,508
Income statement for the year ended Bz_TZ—F+_-_HA=+—HIF
31st December, 2001 EZ W&k
Distribution  Sub-licensing Other  Consolidated
BT ERRTE Hity e
HK$'000 HK$°000 HK$'000 HKS'000
FAT FAL FAT FAL
Turnover BER 18,469 9,104 434 28,007
Segment (loss) profit before EpEECHBERAE
amortisation and impairment loss of BERLENE -
other asset and loss on disposal of BERZEERAZ
property, plant and equirment A (EE) & (33,193) (8,225) 434 (40,984)
Amortisation of other asset HEthEESH - (793) = (793)
Impairment loss recognised Hih & EBHER
in respect of other asset REFA — (56,864) — (56,864)
Loss on disposal of property, HENE  BER
plant and equirement REERE (1,900) - - (1,900)
Segment (loss) profit 2% (EB8) & F (35,093) (65.882) 434 (100,541)
Finance costs HEER (190)
Loss before taxation BB AIE R (100,731)
Taxation credit WEE R 2,234

Net loss for the year FREBRFE (98,497)
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Business segments (continued) (X2 (&)
Balance sheet as at 31st December, 2001 R-BE—F+-HA=+—HZEE
BEX
Sub-
Distribution licensing Other  Consolidated
BT BRBME Hity &R
HK$'000 HK$°000 HK$'000 HK$°000
FET FAT FET FAT
ASSETS BE
Segment assets NHEE 59,234 202,395 8,414 270,043
Unallocated corporate assets ROREBEE 2,809
Consolidated total assets GREESE 272,852
LIABILITIES 8%
Segment liabilities AHEE 195 663 - 858
Unallocated corporate liabilities FOREBAR 25,731
Consolidated total liabilities GERELE 26,589
Other information for the year ended Bz_TZ—F+_-_HA=+—HIF
31st December, 2001 EzEMEL
Sub-
Distribution licensing Other  Consolidated
¥ BRRME it 54
HK$'000 HK$°000 HK$'000 HK$000
FAT FAL FAT FAL
Additions of property, RENE KR
plant and equipment & 902 - 552 1,454
Additions of film rights REBYETE 2,166 7,000 - 9,166
Addition of other asset REEMEE - 152,064 - 152,064
Allowance for bad and doubtful debts AERRHE 2,640 1,674 — 4,314
Allowance for inventory obsolescence REFERE 1,034 - — 1,034
Depreciation and amortisation TEREH 5,334 4,573 1,686 11,593
Impairment losses recognised in ERGANERER
consolidated income statement ZREER 11,964 69,075 - 81,039
Loss on disposal of property, HENE  BE

plant and equipment REEER 1,900 - - 1,900
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Geographical segments

All the Group’s operations are located in Hong Kong
and Macau. Thus, no geographical analysis for the
carrying amount of segment assefts and additions to
property, plant and equipment and intangible assets

is presented.

The following table provides an analysis of the Group’s
sales by location of markets, irrespective of the origin

of the goods/services:

Hong Kong and Macau
The People’s Republic of China
excluding Hong Kong,
Macau and Taiwan (the "PRC")
North America

Interest income on bank deposits
Interest income on convertible notes

Sundry income

Rental income in respect of
plant and machinery

Rental income in respect of
studio and lighting equipment
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Turnover
EER

2002 2001
—EEC-F —EE—F
HK$’000 HK$°000
FET FHET
14,375 19,079
75,068 =
— 8,928
89,443 28,007
2002 2001
—EEC-F —EE—F
HK$’000 HK$°000
FET FHET
78 317
1,135 =
5 808
—_ 3.038
— 2,534
1,218 6,697



For the year ended 31st December,

Loss from operations has
been arrived at after
charging :

Allowance for bad and
doubtful debts (included
in administrative expenses)

Allowance for inventory
obsolescence (included
in cost of sales)

Amortisation of film rights
(included in cost of sales)

Amortisation of other asset (included
in administrative expenses)

Auditors’ remuneration

Cost of inventories
(included in cost of sales)

Depreciation of property,
plant and equipment:

— owned assets
— leased assets

Operating lease rental in
respect of rented premises
Staff costs including
directors’ emoluments:
— Salaries, allowances and
benefits in kind
— Contributions to retirement
benefits scheme
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2002 2001
—EECF —ET—F
HK$°000 HK$°000
FET TAET
1,044 4,314
1,757 1,034
24,069 5,616
9,520 793
723 400
3,197 15,029
2,222 5,264
16 20
2,238 5,284
815 815
6,373 12,638
177 392
6,550 13,030




For the year ended 31st December, 2002 #E —EF—F+=-A=+—HILFE

Interest on convertible notes payable

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

Interest on finance leases

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

The emoluments of the directors were within the

following bands:

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

2002
—EE-F
HK$°000
FET
JER TR R 2 F& 238
ERAFAZHEE
ZHRITER - EX
REMEEZF & =
BMEBLYZFE 2
240
2002
—EEC-F
HK$°000
FET
e
— HITES —
— BYFBITES
240
ENTHRITESRZ
Hiie -
— He  RREREYNH
1,548
— RIKAE ARG S
12
— TEFEL —
1,800
EEvMesEEWNT :
2002
—EE-F
Number of
directors
BEEAHY
= % 1,000,0007% 7T 5
1,500,001% T & 2,000,000 7T 1

2001
—ZTT—F

HKS 000
FHAET

2001
—EE

HKS 000
FAET

100

1,800

600

2,531

2001
—EE—F
Number of

directors

BE=ZAH

11



For the year ended 31st December, 2002 #E —EF—F+=-A=+—HILFE

During the year, no emoluments were paid by the FRN - AEEIWERE S A
Group to the directors as an inducement to join or & ERMARER 2 S8E BB
upon joining the Group or as compensation for loss of B -MEESRFRAREBEEAMHE -

office. None of the directors has waived any
emoluments during the year.

Of the five individuals with highest emoluments of the RAEBREZRHFALTFR  Ef—
Group, one (2001: one) was director of the Company, Z(ZEE—F: —R)ABRERAE
whose emoluments are set out in note 9 above. The - HMe 2 EHN EXHFEo - A
emoluments of the remaining four (2001: four) mE(ZEZT—F : Of) AL 2Be
individuals were as follows: U
2002 2001
—EEC-F —EE—F
HK$’000 HK$°000
FET FHET
Salaries, allowances and Fe EMREWMNE
benefits in kind 1,195 2,441
Compensation for loss of office BB E 500 —
Conftributions to retirement RIREFE B fER
benefits scheme 35 41
1,730 2,482

The aggregated emoluments of each of these MEEAR - HBpUER (2T —F : 1H)

remaining four (2001: four) highest paid individuals fell == AT 2 B < #8515 7E1,000,0005% 7T
within the HK$1,000,000 band for both years. 2 e
2002 2001
—EE-F —EE—F
HK$’000 HKS 000
FET FHET
Transfer from deferred taxation EEERERIE

(note 26) (K1 2£26) 1,186 2,234



No provision for Hong Kong Profits Tax has been made
as the Company and its subsidiaries either have no
estimated assessable profits or their estimated
assessable profits are wholly absorbed by estimated
tax losses brought forward.

No tax is payable for the year ended 31st December,
2001 since the Group had no estimated assessable
profits.

The calculation of the basic and diluted earnings (loss)
per share is based on the following data:

Loss for the purposes of
basic and diluted loss per share

Weighted average number of ordinary
shares for the purpose of basic

The computation of diluted loss per share in the current
year does not assume the exercise of the Company’s
warrants, convertible notes and share options because
the effect of exercising a warrant, a convertible note
and an option to subscribe for an additional share of
the Company would result in a decrease of net loss
per share.

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

R ESREAREE
BB EBER

For the year ended 31st December, 2002 #E —EF—F+=-A=+—HILFE

AR ) R LB B 3 4 ik 5
RPUE N E T RERBOENE 28
FPAERIEF RIEBE - M EEE
TS B R

PR 2R R B S AR R B ) - M
EBE-FF-F+-A=+—AL
5 [ 30 49 T8 14 B -

BREAREFTRN (BER) HRET
SIBIERTE -

RETEEREARRES
EREMEAZ AR
and diluted loss per share hnE 35 8

2002 2001
—EECF —ET—F
HK$°000 HK$°000
FET TFAET
(25,285) (98.497)
’000 ‘000

TR T A
475,200 370,828

BRTTRRBRER  TRREENE
BEABEARREINRNDEEHE
REBRFETYK  BUAEAFEZ
%Té’&'%féﬂgh WERREITRAR

2RI REE - TBRERRERER
% 2

BRTTRBREREARFEINND
BERGROFEERLD R ES
BRBEEEERTERRBEE_TT—
F+t-A=t+—-BLFEETEERR
AMARITEZBRE -



For the year ended 31st December, 2002 #E —EF—F+=-A=+—HILFE

The Group

A58

COST OR VALUATION

At st January, 2002
Additions

Disposals

Deficit on revaluation

At 31st December, 2002

Comprising:

At cost
At 2002 valuation

DEPRECIATION

At 1st January, 2002
Charged for the year
Eliminated on disposals

Written back on revaluation & f & &

At 31st December, 2002

NET BOOK VALUES
At 31st December, 2002

At 31st December, 2001

Leasehold Studio and
land and  Leasehold Plant and Office  lighting Motor
buildings improvements machinery equipment equipment  vehicles
HErH  HENE  RER  BORE FER
kEF B W RE  BARE RE
HK$'000 HKS'000  HKS'000  HK$'000  HKS'000  HK$'000
TiExT FiET T T TET FiET
RAGHE
RZFZZE-A-H 6620 1,227 21,197 3,560 7,100 655
2R - 810 -
HE — - (27]97) @) (7.100) (122)
EftHfE (1,000) - - - - -
RZZZ_E
+ZA=1+-H 5,620 2,037 - 3,667 - 533
2%
KA - 2,037 - 3,667 - 533
“ET_FfhfE 5,620 - - - - -
5,620 2,037 - 3,567 - 533
&
R-EE_F-f—-H - 519 8,173 1,026 1,674 233
rEEER 126 358 950 507 75
it E B 8 - - 9.123) M (1.674) o7
(126) - - - - -
—EECE
+ZA=1+-H - 8717 - 1,532 - 211
REFE
R-BEZf
+ZA=1+-H 5,620 1,160 - 2,025 - 322
RZEE-%
+ZA=1+-H 6,620 708 19,024 2,534 5,426 422

The leasehold land and buildings of the Group are
sifuated in Hong Kong and are held under medium-

tferm leases.

The leasehold land and buildings of the Group were
revalued at 31st December, 2002 by Adonis Appraised
Limited, an independent firm of professional valuers,
on an open market existing use basis. The net deficit
arising on valuation has been charged to the

properties revaluation reserve account.

Furniture
and
fixtures Total
BRE
5B ait
HK$'000  HKS'000
Fir Fhr
2,134 48,493
169 979
(324)  (34,746)
- (1,000)
1,979 13,726
1,979 8,106
— 5,620
1,979 13,726
352 11,977
222 2,238
@ (10,936)
— (126)
533 3,153
1,446 10,573
1,782 36,516

AEEZHETHREFHUREE - X
BHHBLORE -

AEBEELHRETR

—ETEF+=

A=+t—HABIEEMGHEMNTANE
BERARBREERBGRAMMEFELE
- EffREFEEADESHREBRD

B o



For the year ended 31st December, 2002 #E —EF—F+=-A=+—HILFE

If the leasehold land and buildings had not been
revalued, they would have been included in these
financial statements at historical cost less accumulated
depreciation of approximately HK$2,331,000 (2001:
HK$2,457,000).

The aggregate net book value of assets held under a
finance lease at 31st December, 2002 amounted to
HK$65,000 (2001: HK$81,000).

fWAE T RBFIEB|AELEM - A
ZETHRETRIZELKARRE
FrEH2,331,0008 L (Z B —F :
2,457,000 7T) &t ABF MK o

RZFEZE_F+ZA=+—H " BE
MEBNFEZEEREFELER
65,000 T (ZZZ—4F : 81,000
JT) e

The Company

RAF
2002 2001
—EEC-F —EE—F
HK$’000 HKS 000
FET FET
Unlisted shares, at cost FE_E T AR 5 B AR 83,553 83,553
Amounts due from subsidiaries i = NG E e 261,524 206,852
Allowance for amounts FE U Bt 8 2 R
due from subsidiaries RIBR AR (99,000) (69,000)
162,524 137,852
246,077 221,405
The amounts due from subsidiaries are unsecured, non- ERHMBABIRBEAEEFRRE BE
interest bearing and have no fixed terms of repayment. EEXH ZFEERA RKERTZEAR
In the opinion of directors, the amounts will not be BreEEEZEHE -

repaid in the next twelve months.



For the year ended 31st December, 2002 #E —EF—F+=-A=+—HILFE

Details of the Company’s subsidiaries, all of which are
wholly-owned, at 31st December, 2002 are as follows:

Name of subsidiary
MEBLQTERE

Bluelagoon Investment
Holdings Limited

Riche Advertising Limited
(formerly known as
Top Dolphin Limited)

(AT #Top Dolphin Limited)

Riche (BVI) Limited
(formerly known as
Ocean Shores (BVI)
Limited)

(R #8 Ocean Shores
(BVI) Limited)

Riche Distribution Limited
EXETBERAA
(formerly known as
Ocean Shores
Distribution Limited
(RIBERETAERLDR)

Riche Multi-Media Limited
EXSEBAERLDA
(formerly known as
Smart Choice
Investments Limited)
(AIBEHIRERRDR)

Country/place of
incorporation

FEf A B R B

British Virgin
Islands
REBRZHS

British Virgin
Islands
REBRZHES

British Virgin
Islands
REBRZHES

Hong Kong
B

Hong Kong
e

AABZHBRAR (FTEWNBARY
BEERR)RZTEE_F+=A=

+—BZHEMT

Particulars

of issued
share capital
2RITRA

1 ordinary share
of US$1
IREREE
11Xz ERBR

1 ordinary shares
of US$1
1TREREE
11Xz EBR

1,000 ordinary
shares of
US$1 each
1,0000% & A%
HEI1ETZ
TR

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

1,000,0000%
FEEENET
2 &R

2 ordinary shares
of HK$1 each

2 BREEIE T
2 g m R

Principal activities
and place of operation
FTEXEBREEMD

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

RPBEETHE
EIREHBEETER
HERSHE

Inactive
Tma

Investment holding in
Hong Kong
REBREZER

Sub-licensing of
programme rights in
Hong Kong

REBER
B B BT

Distribution of video
programmes, and
other video features
in the PRC

RPBEBETERER
SE-T RS
K AR E



For the year ended 31st December, 2002 #E —EF—F+=-A=+—HILFE

Particulars
Country/place of of issued Principal activities

Name incorporation share capital and place of operation
AR MR ZER B ERITRAE FTEXEBREEMD
Riche Pictures Limited British Virgin 1 ordinary shares Investment holding in

EXTEBRAA Islands of US$1 Hong Kong

(formerly known as REELES TREBREEIET REBZEER

Ocean Shores 2 E AR

Pictures Limited and

Plexwood Limited)

(AiEERTEARDA

X Plexwood Limited)
Riche Video Limi’red Hong Kong 10 ordinary shares Distribution of video

EXBTERA BB of HK$100 each programmes

(formerly known as 20,000 non-voting in Hong Kong

Ocean Shores
Video Limi’red)
(AT B RS AR AR

deferred shares REBETHREE
of HK$100 each*
108% & 3% 1B 1007 7T

& 38 A% & 20,0000
FREE 1007 T2

AR 2

* The non-voting deferred shares, which are not held by
the Group, carry practically no rights to dividends nor
to receive notice of nor to attend or vote at any
general meeting of the relevant companies nor to
participate in any distribution on winding up.

The Company directly holds the inferest in Riche (BVI)
Limited. All other subsidiaries are indirectly held by the
Company.

None of the subsidiaries had any debt securities
outstanding at the end of the year or at any time
during the year.

ERELERM,

* %E %E*&ﬁﬁkﬂxf’\gﬂﬂlﬂ%
FAZERE - BRKRBEBARKRER
GRS LEZERGHES L
REZEN  EBFRBITTAZEE
FERDIK

ﬂ H#ZE# ARiche (BVI) Limitedz #&
FiAEEMHEBARHHEARRMER

:mfg/

HH B A Tﬁiﬁiﬂﬁﬁzﬁi B RS
B EAREE ZEBE



For the year ended 31st December, 2002 #H#ZE-FTEF-—F++_-A=+—HItFE

The Group
KEEH
HK$°000
FHET
COST R A
At 1st January, 2002 —EE-F—HA—H 171,280
Additions NE 51,853
On disposal of a subsidiary HEWE A A (114,410)
At 31st December, 2002 —EE_F+=ZH=+—H 108,723
Amortisation and Impairment E RRE
At 1st January, 2002 —FTE-_F—A—H 78,709
Charged for the year KEEEA 24,069
On disposal of a subsidiary HEKBRF (42,663)
Impairment loss recognised ERRREER 7,579
At 31st December, 2002 —EE_H#+=-A=+-—H 67,694
Carrying Amounts AR E B
At 31st December, 2002 —EZ_H5+-HA=+-—H 41,029
At 31st December, 2001 —EE—F+=ZA=+—H 92,571
2002 2001
—EECF —ET—F
HK$’000 HK$°000
FET FHET
Analysed as: DA
Non-current portion JEBNHAZB 15 26,172 68,418
Current portion B HR 2B 19 14,857 24,153
41,029 92,571
As the price for old titles remained low due to keen HREETZEBRERFHNTNRE - &

competition, the directors reassessed the recoverable
amount of the film rights at 31st December, 2002. Total
impairment loss of approximately HK$7,579,000 was
recognised. In the opinion of the directors, the carrying
value of the film rights as at 31st December, 2002
represented the neft selling price of these assets which
was determined by reference to valuatfions 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 flows by a discount rate. The discount
rate used is 20%.

EERN_ZET_F+-_A=+—RHEMGKE
vxﬁ%ZﬂW@$%'u%%Eé%%
7.579,0008 T 2 M EEKE - EEFRA
FROER-_ZZ_F+-_R=+— EZ
FEHERMRZEECEBFR  NH2E_
EE_FH_A=+—RHZEHEMETE °
HEABCEXGEMTRBFERRA
AT DABTREREZETERY
FisERBRZRESNE - MZREAIA
WREXEEFRERENAMSL - FiE
B2 ¥R E %20% -



For the year ended 31st December, 2002 #HZE _—ETE -4+ _F=4+—HIFFEF

The Group
rEE
HKS 000
FET
COST 29N
At 1st January, 2002 and T -F—HA—8kK
at 31st December, 2002 —ET-F+=-A=+—H 152,064
Amortisation and Impairment ERRE
At 1st January, 2002 T -_F—H—H 57,657
Charged for the year rFEEEAR 9,520
Impairment loss recognised EHRREEIE 25,087
At 31st December, 2002 —EE-_F+=ZH=+—H 92,264
Carrying Amounts BREE
At 31st December, 2002 —EE_HF+-H=+—H 59,800
At 31st December, 2001 22—+ -_A=+—H 94,407

Other asset represents rights and benefits arising from
the licensing agreement with a distributor in the PRC.
It is amortised over a period of 10 years.

Due to prevailing uncertain and sluggish economic
condition, the directors reassessed the recoverable
amount of the other asset at the balance sheet date.
An impairment loss of approximately HK$25,087,000
was recognised. In the opinion of the directors, the
carrying value of the other asset as at 31st December,
2002 represented the net selling price of this asset
which was determined by reference to the valuation
as at 31st December, 2002. The valuation was
performed by Adonis Appraisal Limited, an
independent firm of professional valuers, and was
deftermined based on fthe present value of fthe
expected future revenue arising from the licensing
agreement, which was derived from discounting the
projected cash flows by a discount rate. The discount
rate used was 23%.

HiEEREPEBETHI LS EGZ
PREAZENRAE  RI0FFHEH -

ENEAMEERRTHARRTIRR EF
NEEREHEMEEZTREESE - X
B R RE B 18 49 25,087,000 7T - BF
R HMBEER-_ZE-_F+-A=+
—BZEEEEEHEECEGFR )
SEBIYEREEMTRATERRAA
R_BE_F+_A=+—BHE2HE
WEMB 2 EEME - M GENAT
BEREAARSRENRABE 2R
HEE R RWAREFE - TAZFEE
7323% °



For the year ended 31st December, 2002 #HZE _—ETE -4+ _F=4+—HIFFEF

Convertible notes issued

by an associate

BERRETLZ
ABRRERE

As at 31st December, 2002, the Group had interests in
the following associates:

Name of
associate
BENTERE

Gainful Forture
Limited
("Gainful”)

Ocean Shores
Licensing
Limited

Form of
business
structure

EBRE

Incorporated
Eliifo v

Incorporated
Eliifo v

Class of
Country of share held
incorporation
AMEZER #E5
British Virgin Ordinary
Islands Rl
REBREZHS
British Virgin Ordinary
Islands Rl
REBREZHS

The Group
KEH
2002 2001
—EEC-F —ET—F
HK$°000 HKS$ 000
FET FHET
160,000 —

FT-R=+—8B AEEE

TOBE R E 2

Proportion

of nominal
value of issued
capital held
by the Group

FERG AEEFEE®

TRAEEL A
%

40

40

Nature of

business and
place of operation
EBRHEER

A S B

Sub-licensing of
hotel and
infranet
distribution
rights in the
PRC

A B R R
K R 4
BITHE

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

R E B KORPIIA
S [ B %

EZ 0NN
BAITHE



During the year, Gainful issued convertible notes in an
aggregate amount HK$160 million for the purchase of
the hotel and infranet distribution rights in the PRC in
respect of an aggregate of up fo 300 motion pictures
and the entire issued share capital of Ocean Shores
Licensing Limited, a former subsidiary of the Company,
from the Group. The notes bear interest at 1% per
annum which is payable yearly in arrears and will
mature on 17th April, 2005. Prior to the maturity, only
Gainful has the right to redeem early part or all of the
amount of the convertible notes. The notes carry the
right to convert the outstanding principal amount of
the notes into ordinary shares of HK$S1 each in the
share capital of Gainful at a conversion price of HKS1
per share on the maturity date. However, prior to the
maturity, the Group may convert the notes with the
consent of Gainful.

The following details were extracted from the audited
consolidated financial statements of Gainful.

For the year ended 31st December, 2002 #HZE _—ETE -4+ _F=4+—HIFFEF

FRA - GainfulE 174 160,000,000
B2 T HRRE - MRS EYES
% E300E % A £ B 2 B 5 K A B
W RARRDAE KB QA
Ocean Shores Licensing Limited
2EHEBTRAR - ZFRBERFNE
128 - RBFEEAMNAMNE - X
BR-ZZZRAFMOMATHHIEH - R
EEART - R B Gainful o] #& B 36 13 3k
2EAHBRREE - ZEZEMERER
ARIARRERESRIBTEH
AEEREZ2EBABRREREE]
BTz Gainfulg @ik - A - K&
E 7] 5 2= #% BN B A ¢ Gainful[F & &

RBZERRE -

AT &R A Gainfulz EEZERS
MB|MEK -

Results for the period HRES
2002
—EEC-F
HK$°000
FET
Turnover = —
Loss from ordinary activities before taxation BT EXKER (16,806)
Loss from ordinary activities before taxation AEED(HBRELA
attributable to the Group AEX£KER —
Financial position B 7 AR SR
2002
—EE_F
HK$’000
FET
Non-current assets ERMEBEE 82,096
Current assets MEBEE 63,350
Current liabilities BB E (2,252)
Non-current liabilities FEREBEE (160,000)
Net liabilities BEFE (16,806)
Net assets attributable to the Group KEBHSHEEFE —



For the year ended 31st December, 2002 #H#ZE-FTEF-—F++_-A=+—HItFE

Raw materials R
Finished goods 2I5K G

Finished goods of HK$656,000 (2001: HK$1,921,000) are
carried at net realisable value.

The distribution of video programmes, film exhibition
income and video conversion fee income are on open
account terms with credit terms of 30 fo 60 days. The
sub-licensing of video programme rights are covered
by customers’ deposits placed with the Group.

The following is an aged analysis of the frade
receivables at the balance sheet date:

0 — 30 days T E30H
31 — 60 days 31E£60H
61 — 90 days 61ZE90H
Over 90 days 90H M +

The Group
KEH

2002 2001
—EEC-F —EE—F
HK$°000 HKS$ 000
FET FHET
— 596
656 3,244
656 3,840

F X 656,000 7T (Z BT —4F :
1,921,000/ JT) & AT B R FE AR -

BIHGREE BB ARESR
SR FRUL A URERE R MK
EHNTIOBEEORTE - ERE
BEREBETE  EFARNAER
X fHES -

REEER - 85 EEHEZ E#HH
mF -

The Group
AEME

2002 2001
—EE-F —EE—F
HK$°000 HKS 000
FET FET
7,386 197
823 425
- 71
- 853

8,209 1,546



For the year ended 31st December, 2002 #H#ZE-FTEF-—F++_-A=+—HItFE

Balance
at
31.12.2002
RZZETF
TZA=+—RAZ&H
HK$°000
FET
The Group rEH
China Star Entertainment TEEEEAR
Limited ("China Star”) DR ([HEL])
and its subsidiaries R EHIME
(collectively the AR (A 1E
“China Star Group”) [FRHELE]) —

China Star is the substantial shareholder of the
Company. Mr. Heung Wah Keung and Ms. Chen Ming
Yin, Tiffany, directors of the Company, are also directors
of and have beneficial interests in China Star.

The amounts were unsecured, non-interest bearing and
repaid during the year.

The Group

The amount mainly represents interest receivable from
the convertible notes issued by an asssociate and has
been settled subsequent to the balance sheet date.
The remaining amount is unsecured, non-interest
bearing and has no fixed terms of repayment.

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

China Star Group: TEEEH
0 — 30 days T E30H
61 — 90 days 61Z290H
Over 90 days 90H Mk

Others: HAh -

0 — 30 days T E30AH
31 — 60 days 31E260H
Over 90 days 90H Mk

Maximum

amount

Balance outstanding

at during

1.1.2002 the year
RZTT_F FAREE
—A—BZ&e = B
HK$°000 HKS$ 000

TFET TFET

190 190

TEEDARRARZEERR AR
AEEMERELERRARLLITR
EF HMEEETNZAREL BRE

EZ% Eﬁﬁﬁﬁﬁﬁg’ BARF

rEE

ZRAETERERE SRR ETZH
BREBENE - YERBEEREES
- EMEEDEEARLE - BE
B E &R -

REEH - BSENRIBZERERST
W

The Group
rEE

2002 2001
—2E2-F —ZTT—F
HK$°000 HKS 000
FET FAET
3,134 —
2,180 —
3,189 —
8,503 —
— 156
— 17
— 31
— 204

8,503 204
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Present value

Minimum of minimum
lease payments lease payments
HERES HEMBEIHAE
2002 2001 2002 2001
—E2RR-F —TT-F CZBEZF “TT-F
HK$°000 HKS$ 000 HK$°000 HK$ 000
FET FET FET FHET
The Group rEEH
Amounts payable under B4R 7 & A0 4
a finance lease: Bz :
Within one year —F RN 26 26 24 23
In the second to —EZERFNA
fifth year inclusive (PREEEWE) 35 60 31 55
61 86 55 78
Less: Future finance charges B RAERmEER 6 8 — —
Present value of TR A EHE
lease obligations RE 55 78 55 78
Less: Amount due for payment B —FA
within one year &8 24 23
Amount due for payment —FRERN
after one year k-t 31 55

It is the Group’s policy to lease certain of its equipment
under finance leases. The average lease term is 5
years. Interest is charged at commercial rates and is
fixed at the respective contract dates. All leases are
on a fixed repayment basis and no arrangements have
been entered into for contingent rental payments.

The Group’s obligations under a finance lease are
secured by the lessor’s charge over the leased assets.

AEB-—MAREANTAERET
i o FIHEBRSF - FE KRS
ENXHE  IRNFTLEABEANER
BE - MAEMENBTAREEERE -
M B R BRI LEMLH -

AEBZBMEBOREAULEAZ
HEEEFEREM -
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Ordinary shares of HKS$0.10 each

Authorised:
At 1st January, 2001 and
at 31st December, 2001
Increase in authorised
share capital

At 31st December, 2002

Issued and fully paid:
At 1st January, 2001
Exercise of share options
Subscription of shares
Bonus issue of shares
Issue of shares as consideration
for acquisition of subsidiaries

At 31st December, 2001 and
at 31st December, 2002

Pursuant to an ordinary resolution passed at a special

Number of
shares Amount
IR & -}
‘000 HKS 000
FI FAET
FREME0.I0E T2 LBk
EERA

—ET—-45—H—H

=TT —F 1,000,000 100,000

+=-—RA=+—8”

V5 TE AR AN 42 N 1,000,000 100,000
—EZ-F+=-H=+—H 2,000,000 200,000
EETRARKRE

—ETT—F—H—H 150,000 15,000

ﬂ 15 B AR 4 15,000 1,500

R AR 1 33,000 3,300

BATHRR 198,000 19,800

BN B A A

REMmEITRMD 79,200 7,920
—EE—F+ZRA=+—H
F—_EE_F+-_A=+—H 475,200 47,520

BRE-_ZTT_FRA_-_t+LHETE
FIAFASBAZ TERER A2

general meeting held on 27th May, 2002, the
authorised share capital of the Company was
increased from HK$100,000,000, comprising
1,000,000,000 shares of HK$0.10 each to HK$200,000,000
comprising 2,000,000,000 shares of HKS0.10 each in
the share capital of the Company by the creation of
1,000,000,000 additional new shares of HK$0.10 each.
These new shares rank pari passu in all respects with
the then existing shares in the share capital of the
Company.

A #5 1% 3% 1,000,000,000/% & #%0.107%
TTZBINFIR D - BEER A MH
100,000,0007% 7T -+ %3 41,000,000,000
REREECIOET 2 RHD - EBME
200,000,0007% 7T+ %3 £32,000,000,000
BB EECIOE T 2D - REH
iR I ERAARERRAR
BETRNEERSHER



Warrants

During the year, the Company issued 95,040,000
warrants by way of bonus to the shareholders on the
basis of one warrant carrying the subscription rights
of HK$3.60 per share of HK$0.10 each in the share
capital of the Company for every five shares of
HK$0.10 each in the share capital of the Company
held on 27th May, 2002. The warrants may be exercised
at any time on or after 17th June, 2002 up to and
including 16th June, 2005. During the year, no holders
of the warrants exercised their rights to subscribe for
shares in the Company. Exercise in full of such warrants
would result in the issue of 95,040,000 additional
ordinary shares of HK$0.10 each.
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AR ER

FR - AARAER-_ZZT-_FRA=
++H8B ﬁ"ﬁﬁ%ﬁ“ﬂﬂi@@
0.10% T 2 IR 15 817 — 10 RARE =
EE A - ) AR 3R % 17 95,040,00017 AL F)
RIREE - ZERREEMEAIIRE
i%3.60E TREAR L AR EEO0
BILZRD 2 RERE - BIEE —HJLA
—TE_ fF/\ﬂ‘f"tElTﬁ&:Kt
TRHEANA+/B (BFEZB) ﬁﬁ%ﬁ
£ FR - WERRREZREEATRE
HEREMBEADARG - MEEITHE
ZERRESE - AIAQRAAEELT
95,040,000/ & I E{E0.10% 7T 2 8

Share
premium
B 17 R 8
HK$°000
FET
The Company b NN
At 1st January, 2001 —ET—F
—H—H 27,235
Share issue expenses BIIRMAX (799)
Exercise of share options TR RE MR R 6,202
Subscription of shares RIBR 0 29,700
Capitalisation &b EAT (19,800)
Issue of shares as consideration NG AN
for acquisition of subsidiaries B B 1T AR 19
ERRE 144,144
Net loss for the year AEEHEFHE —
At 31st December, 2001 and —EE—%+=A
at 1st January, 2002 =+—HBX
—ETF
—H—H 186,682
Net loss for the year AEEHEFHE —
At 31st December, 2002 —ZTE_HF
+ZHA=1+—H186,682

SNEBAR o

Contributed Accumulated

surplus losses Total
EHBREHR 2t ERE st
HK$ 000 HK$ 000 HK$000
FET FET FET
83,353 (201) 110,387
— — 799)

— — 6,202

— — 29,700
— — (19,800)

— — 144,144
— (71,455) (71,455)
83,353 (71,656) 198,379
— (34,923) (34,923)
83,353 (106,579) 163,456



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 Riche (BVI) Limited and the value of net
assets of the underlying subsidiaries upon completion
of the group reorganisation on 19th January, 2000.

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

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

(b) the realisable value of the company’s assets
would thereby be less than the aggregate of its
liabilities and its issued share capital and share
premium accounts.
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AR EEMEBE SR ARIChe
(BVI) Limited B 347 B 15 i 817 2 &
ARRHEBER-FTEE-A+h
ARREEEAYSHBAREEF
EMEZ £ -

BREABRE - NN —FREDE (BFT
) ARRZEHRBBRERADIRT
B - WHBRTIIER - ARBTE
EIRFRNREREEZRHTEL
DK

(@) AREBRBRNDIREEEE
BIHERE X

(o) FARRBENEREERRER
REEE  BEBETREAREN
i B R 2B e
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At Tst January —H—H
Transfer to income statement EEAREE
(note 11) (KizE11)

At 31st December

At the balance sheet date, the components of

+-RA=+—H

The Group
A%E
2002 2001
—FE=F —EE—F

F#T THT
2,673 4,907
(1,186) (2,234)
1,487 2673

BER CDRELREHAEE (RE)E

provided deferred taxation assets (liabilities) were as ETF&IE -
follows:
The Group
rEE
2002 2001
—EE_F —ET—F
HK$’000 HKS 000
FET FHET
Tax effect of timing difference T3 R = 2 B
because of: e
Excess of tax allowance BB TE
over depreciation 2= 1,487 4,109
Estimated tax losses HE BB EE — (1.436)
1,487 2,673

There were no material unprovided deferred taxation
at the balance sheet date.

Deferred tax has not been provided on the valuation
deficit or surplus arising on the revaluation of the
leasehold land and buildings 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.

REER - TEEMNERREERT
IR -

HREERE LM REFHREZEE
of e M B R S AERIBLIA - #RUE 0 R
MR EEEZEHRESIEEERE
EERIRREME - Hit - BRI TE
BTt 75 B 2= o



The Group and the Company

During the year, the Company issued convertible notes
in an aggregate amount of HK$33.8 million to the
China Star Group for the purchase of licensing rights
in the PRC and Mongolia in respect of 116 motion
pictures. 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 holder nor the Company 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 HKS0.10 each in the share capital
of the Company at HK$4.00 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 holder.
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AEBRADT

FR - ARBARPHEEEEBTEH
33,800,000 7T 2 AT IR R 1% - DAUK
BlLNEFZHRETFBERRE 2
o ZERRRFNEIEFE - A
B¥EMNAHAFE  UBR_FF
TEWUA+AHERE - RBIHAT - #
B FG R = Bk O
ZERE - EREMARN AR
ZERFMATNABARZAIERIZE
B 4.0078 7T 2 5 fE % 2 BB Sk AR 40 14
ABEO XS 2 RBERBR/ARRFR
E{E0.10/8 7T 2 B@A - A AT
EE2ARBHHRERRE 2R
i

2002 2001
—EEC-F —ET—F
HK$’000 HK$°000
FET FHET
NET ASSET ACQUIRED FrNiBEEFE
Rights and benefits arising from B — TR
the licensing agreement R EBEMELEZ
with a distributor in the PRC M R A — 152,064
SATISFIED BY AR
Shares allotted Aic 2 g — 152,064

During the period since acquisition to 31st December,
2001, the subsidiaries made no significant contribution
to the Group in respect of the cash flows, furnover
and contribution to the consolidated net profit
attributable to shareholders. Details of this acquisition
are set out in the circular issued by the Company
dated 7th December, 2001.

BYBEE_TET—F+=-A=+—H
HE - WEBARLEAAER RS
ME - EEBERBRREMLGEENS
RAEMERER - WEZFBHRAK
ARER_TET—F+_AtHEBELZ
K o
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2002 2001
—EE-F —EE—F
HK$°000 HKS 000
FET FET
NET ASSETS DISPOSED OF FFHEEEEFE
Film rights B RITHE 71,747 —
Film right deposits ?’E?&%ﬂ e 8,928 —
Taxation recoverable A iR [6] £ 18 1,078 —
Bank balances and cash %Eﬁ EHRRBEE 10 —
Other payables and accruals HiENRERESEA (185) —
Receipt in advance T8 i s & (478) —
81,100 —
Loss on disposal & EE (1,100) —
Total consideration BR(E 80,000 —
SATISFIED BY AR
Convertible notes issued by B NATEITZ
an associate (note 17) AR ER (KiF17) 80,000 =
NET CASH OUTFLOW ARISING HEELEY
ON DISPOSAL BE&mE F58
Bank balances and cash &R R
disposed of RIT#E R (10) —

The subsidiary disposed of during the year made no
significant contribution to the Group in respect of the
cash flows, turnover and net loss attribution to the
shareholders. Details of this disposal are set out in the
circular issued by the Company dated 13th March,
2002.

FALEZMBAREREZRE - &
FELBRREGEBERFRETAEAE
EYESANFH - HEFBHRAR
AR—TT_F=R+=AF%zm
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(@

()

©

(@

During the year, the Group sold the entire issued
capital of Ocean Shores Licensing Limited fo
Gainful for a consideration of HK$S80 million. The
consideration was satisfied by the issue of
convertible notes in an aggregate amount of
HK$80 million by Gainful. Upon the completion
of the sale of Ocean Shores Licensing Limited,
the Group subscribed 40% of the issued share
capital of Gainful at the nominal value of HKS$40.
Details of the convertible notes issued by Gainful
are set out in note 17. Details of this fransaction
are set out in the circular issued by the Company
dated 13th March, 2002.

During the year, the Group sold the hotel and
intfranet distribution rights in the PRC in respect
of an aggregate of up to 300 motion pictures
for a total consideration of HK$80 million. The
consideration was satisfied by the issue of
convertible notes in an aggregate amount of
HK$80 million by Gainful. Details of the
convertible notes issued by Gainful are set out
in note 17. Details of this tfransaction are set out
in the circular issued by the Company dated 13th
March, 2002. During the year, the Group delivered
200 motion pictures to Gainful and recognised a
realised profit of approximately HK$36,380,000 in
the consolidated income statement.

During the year, the Group purchased licensing
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$33.8
million from the China Star Group. The
consideration was settled by the issue of
convertible notes in an aggregate amount of
HK$33.8 million by the Company. Details of the
convertible notes issued by the Company are
set out in note 27.

For the year ended 31st December, 2001, the
Group acquired the entire issued share capital
of Riche Pictures Limited (formerly known as
Ocean Shores Pictures Limited and Plexwood
Limited) by issue of 79,200,000 new ordinary
shares of HK$0.10 each in the Company. The total
market value of the shares issued by the
Company on the date of acquisition was
HK$152,064,000.

(@

()

©

)

A - AEE [ Gainfullt &
Ocean Shores Licensing
Limited 2 # B BT A - 8K
{& /480,000,000 7T » KB T3
# GainfulZ 174 #£80,000,000
BLTZARREBEZ A
f+ - & H & Ocean Shores
Licensing Limited 7 pk B+ Z<
£ E R EE408E TRE
Gainful2 B 4TIRA40% - B
GainfulZ T Al R R & 2 715
HARMF17 - BALERSZ
HBEHNARARZEZEF
—At+=BF%ZBX

W AEEEES HEI00
EY R EH R E R A
174 - ¥ {8 580,000,000/
7C > R TH IR Gainfulg 174 &
80,000,000/ jT < ] 2 AR = 1%
Z A AZR o BBEGainfulE 1T
AR E R 2 5 1S R M A
17 » *ﬁ%ﬁlﬂ:lﬁx%z.ﬁ'\*ﬁ%
ARRIRZEE=_F=A+=
HRZEZREE - FR - KNEH
F‘TGOinfUIT%T 200E® A 0 W

ERERERBEER G
ﬂ %@36,380,000%7& °

AEEFARNTEREEEBA
TN6EFRERBERERH 25
M RAEE TR FD
ANBRHRB+EF  ERE
#$33,800,000% 7T * AL A
%% 17 #8 %6 33,800,000/% 7T 2 7]

BREESN - BEAQEE
AR ER 2 F BN K
27 -

HE-_TT—F+-A=1+—
BIEFE @ A& B 1T
79,200,0000% & I M 15 0.10/%
TZAABL @R - AIKEE
EXFEARAR (AIBERE
% 2 AR A A kPlexwood
Limited) 2 B #1TR A - Z
EHAABETZRORKE
& B2 #mE~A152,064,000
BT e
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(a)

(b)

Lease commitments

At 31st December, 2002, the Group had
commitments for future minimum lease payments
under non-cancellable operating leases in
respect of land and buildings which fall due as
follows:

Within one year —FR
In the second to REZERF
fifth year inclusive (BRIEEREME)

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

At the balance sheet date, the Company did
not have any lease commitments.

Other commitments

At 31st December, 2002, the Group had
commitments confracted but not provided for
in the financial statements in respect of purchase
of film rights amounting to HK$873,000 (2001:
HK$9,928,000) and acquisition of 100% of the
entire issued share capital of Legend Rich Limited
amounting to HK$3,000,000 (2001: nil). Details of
the acquisition of Legend Rich Limited are set
out in note 35.

At the balance sheet date, the Company did
not have any other commitments.

(a)

(b)

AR EE

—2E-Ft-A=t-8"
A S BIR E 00 T3 IR B 2
i R R A S AR
ZEEREBSRENT :

The Group
KEH

2002 2001
—EE-F —EE—F
HK$°000 HKS 000
FET FET
204 815
- 204
204 1.019

REMOFAEEAEENRLE
MERMN2zEE - HOEE5
FH=FEPER  mTEH=
FZHESBEENE -

+
fi]

B AARYEEME

o

m%
B
o m

H b A4

—EE_F+_-_A=+—8H"
REBORIM MBS EHITHE
EEAANERERZAE
873,000 T (=TT —F :
9.928,000/% 7t ) &k M B
Legend Rich LimitedZ & &
17 A& X 100% £t 3,000,000%
T(ZEZ—F:8\) - BEK
#& Legend Rich Limitedz #
1% # A B 5135 o

%

BHEB - RQRIEHE &

TR



Pursuant to an ordinary resolution passed at a special
general meeting of the Company held on 21st January,
2002, the Company adopted a new option scheme
(the "New Option Scheme”) to replace the share
optfion scheme adopted by the Company on 19th
January, 2000 (the “"Old Option Scheme”). Upon
termination of the Old Option Scheme, no further share
options can be granted under the Old Option Scheme.
No option was granted during the year and
outstanding at the beginning and end of the year
under the Old Option Scheme.

The major terms of the New Option Scheme are
summarised as followings:

(@) The purpose was to provide incentives to:

(o) award and retain the participants who
have made conftributions to the Group; or

(b) attract potential candidates to serve the
Group for the benefit of the development
of the Group.

(i) The partficipants include:

0) (a) 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, or

(b) any individual for the fime being
seconded to work for,

any member of the Group or any
controlling shareholder or any company
conftrolled by a controlling shareholder

(i) any holder of any securities issued by any
member of the Group or any controlling
shareholder or any company controlled by
a controlling shareholder

For the year ended 31st December, 2002 #H#ZE-FTEF-—F++_-A=+—HItFE

BREARAR-_ZE_F—F-+—
BETZRRERNAS BB EE
RFBER - NRARANNBREE
([#TEBAHERT 8 ) AR AR BN =
ZETF— A TN B RN BIAES
2 ([EEkEsTa) - REBRES
B IER  THRBEBBRIES 8IS
TRHBRE - FALBERBEBR
RERT IR MM B RE - REVRF
RIMEERBBRES SR L 2 BAE
RETHE -

B ERT 8 2RO T

() ZETEZBMER

(o) EBRERBEBEZAAEKE
EHEB 2 8%

(o) Wl EAREASAEER
BZ2AL  BBIASE
B -

() #Zatdlz2BEGHE

0 EEXEEREMKER
B EERRRSEA
ZREBRES 2 E[M A
AEBRZTIAL

(@) (EABITEIERTT
E=ESEETES
(BREEMBLIE
WITEE) 2R
R BEBHIKE
’BE %

(o) EABRFEFEKRZA
+

(i) HEAEEEFAKERF  F
A 428 478 P 3ROk R 42 4 A R 2 1
ZEMRRRETEAESZ
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(i) (@) any business or joint venture partner, (i) (@)
contractor, agent or representative of,

(b) any person or entity that provides research, (b)
development or other technological
support or any advisory, consultancy,
professional or other services to,

(c) any supplier, producer or licensor of films, ©)
television programmes, video features,
goods or services to,

(d) any customer, licensee (including any sub- @
licensee) or distributor of films, television
programmes, video features, goods or
services of, or

(e) any landlord or tenant (including any sub- (e)
tenant) of,

REAEBEETRKER
B EERRRSEA
ERERRES 2 EF A
AlZEREBEE 2R
HEEE - REAR
RE

mAEEERNKE R
B EAERRIREA
ERERERES ZEMR
AREHR  RBEXE
oM &E ~ B - w
A HEIHEMRE 2
EfRALHAT -

mAKLEBERMKE QD
A EfAEERRSA
ERERERES ZEMR
ARMER  BHRE
B REEMR HEOX
R HER  BHIER
KARFER B A

AEEBEFAKERA
Efr i B R Sk et 15 48
BREREG ZERMDAZ
EY  ELHAE R
Em - EYWHRH 2E
MEF BN (BHEE
MERZEAN) HET

TERFERKERA -
R R A R sy 12 4
RERZES 2 ERMARZ
EAEIRES (BHEE

any member of the Group or any controlling Ao MEEL)
shareholder or a company controlled by a
controlling shareholder
and, for the purposes of the New Option Scheme, shalll BtsiEikiEst8ims - 2FA L
include any company controlled by one or more E(EER 2 — s A E2EE G 2

persons belonging to any of the above classes of ERCINCI

participants;
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(i)

@v)

™)

(vi)

(vii)

The maximum number of shares in respect of
which options might 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 shareholders
in general meeting. The total maximum number
of shares which might 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 fime to time. The
total number of shares available for issue under
the New Option Scheme at the date of this
annual report was approximately 27,570,000,
which represent 5.80% of the issued share capital
of the Company at the date of this annual
report.

The maximum number of shares in respect of
which options might be granted to a participant,
when aggregate with shares issued and issuable
(including exercised and outstanding options
and the options cancelled) under any option
granted to the same participant under the New
Option Scheme or any other share option
scheme within any 12-month period, must not
exceed 1% of the shares in issue from time to
fime.

The exercisable period should be any period
fixed by the board of directors upon grant of
the option but in any event the option period
should not go beyond 10 years from the date of
offer for grant.

There was no requirement for a grantee to hold
the option for a certain period before exercising
the option save as determined by the board of
directors and provided in the offer of grant of
opftion.

The acceptance of an opftion, if accepted, must
be made within 30 days from the date of grant
with a non-refundable payment of HKS1 from the
grantee to the Company.

(i)

@iv)

%

(vi)

(vii)

IBIEFT RS AR R AT B 2 B A
RS Rz RIDHEE - TISE
BIEFNBERESEEBAD
AIEBITIRAION  ZE LR
FEHERERRREAEGLE
oo MEFTE IR IR AT AR R AT 2l
KA E A BE AR B ET &I W
RITEZFEERENEITZ
Mfh LR - THEBE TR
E%ﬁ%ﬁ%%o%KiﬁE
BAAR BT A AR A S B AT L B 1T
2 & fh 48 4 & 27,570,000
B AEARFHRBBAAATD
1T R% Z<5.80% °

SMEREE ZBRERY
&Zhﬁ@% o0 b E R EAR
1216 H PR 5557 8 AR Rt 8 =X
R Eo A B A R B R 2 A
MERE(BEEITE MK
TREREEHZBERE ME
BITRAIBTZRDEE - T
SHBEREBEITRMOI%-

TEALARE L ERERLS
ExglEE TS BARY
EREF0F -

BREEEETLREBRER

BATRES - WEBRTE AR A
PATEBERERAARE Z&E
HR -

R i L ZE P R B BB ET 30
BB - wFcs AR B 4 B
BAMARABZARARE 2K
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(viii) The exercise price of an option must be highest

of:

(@)

()

©

the closing price of the share on the date
of grant which day must be a trading day;

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 life of the New Option Scheme is effective
for 10 years from the date of adoption until 20th
January, 2012.

The following table discloses details of the Company’s
share options granted under the New Opftion Scheme
held by the directors and the employees and
movements in such holdings during the year:

Category of
participants
SEEEF

Directors
£5

Employees
(==

Date
of grant
Rt A

8.3.2002

8.3.2002

Exercise
price

per share
BRTEE
HK$

BT

2.60

2.60

Outstanding

at

Exercisable 1.1.2002

period RZZT-F

1fE#H —A—BHERITE
(Note i)
(5ti)

8.3.2002 — 7.3.2012 =

8.3.2002 — 7.3.2012 =

(vii) BREZITEBARSTIZR
=&

(@) BOREHBEH(BAS
ZHH)ZKTHE

(b) BHBEHRHER LA
RHBZFHRTE
i

(c) BHmEE -

(ix) FEEMREE 2B N 8RN
BERTI0FEE_S——F—
A=+H-

TERENESREEFERENBER

BB AR ABRESE RS
P BT 5 B A L )2 B

Number of options

BREHE
Outstanding
at
Granted Cancelled 31.12.2002
during duing R-BB-F

the year the year T=A=+-H

FAFH FNEHE M RATHE
(Nofe i) (Nofe i)
(#Fii) (3Fiii)

5,700,000 (950,000) 4,750,000

14,250,000 = 14,250,000

19,950,000 (950,000) 19,000,000
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Notes:

0] The exercisable period commenced on the date of
grant of the relevant share options.

(i The closing price of the share immediately before the
date of grant was HK$2.525.

(i) Pursuant to the minutes of the directors’ meeting dated
23rd May, 2002, the unexercised options of 475,000 held
by Mr. Heung Wah Keung and 475,000 held by Ms. Chen
Ming Yin, Tiffany at 23rd May, 2002 were cancelled.

(iv)  No option was exercised during the year.

The following table discloses details of the Company’s
share options granted under the Old Option Scheme
held by the employees and movements in such
holdings during year 2001:

Outstanding
Exercise at
Category of Date price Exercisable 1.1.2001
participonts  of grant  per share period RZEE-f
2EEEN  RUPE BROEE 18 -A-BRAAR
HKS
BT
Employees  7.2.2001 03610 7.2.2001 —18.1.2010 -

[E8

17.4.2001 0.5488 17.4.2001 — 18.1.2010

20.4.2001 0.6240 20.4.2001 — 18.1.2010 =

29.6.2001 0.9776 29.5.2001 — 18.1.2010 =

1.6.2001 0.9936 1.6.2001 —18.1.2010

Granted

during
the year
FrE

10,000,000

1,500,000

500,000

1,500,000

1,500,000

15,000,000

i

O TSR L A e
2 -

(i) BORELBHAIERZKMES
2.525% 7 ©

(i) WERZZZ-_FRA-F+=A%
TEEERIGHLHE - MERE
S ERPARZIR =TT _FHA
ZT=H% B A 2475,00017 &
RITEEREDTH o

(v) FRLEBEREETRE -

TRHSEE A RIFE MR 2
B2 R AAMBER RN = FF
— R IR 2 B

Number of options
BREHE

Closing prices
per share
Exercised 31.12.2001 prior fo the
duing  RZEE-F  date of gront
theyear T+-A=t-H RbERE
Enfrie WA ABRIATE

(10,000,000) - 0.44
(1,500,000) - 0.9

(500,000) - 0.90
(1,500,000) - 124
(1,500,000) - 122

(15,000,000) -



Note:

The above exercise prices and closing prices had not been
adjusted for the effect of bonus issue in November 2001 as all
the options were exercised before the bonus issue.

The exercise in full of the outstanding 19,000,000 share
options at 31st December, 2002 would, under the
present capital structure of the Company, result in the
issue of 19,000,000 additional shares for a total cash
consideration, before expenses, of approximately
HK$49,400,000.

Total consideration received during the year from
directors and employees for taking up the options
granted is amounted to HKS6 (2001: HKS5).

No charge is recognised in the income statement in
respect of the value of options granted in the year.

With effect from the 1st December, 2000, the Group
has set up a defined conftribution refirement scheme,
the Mandatory Provident Fund Scheme (the “MPF
Scheme”), for all the eligible employees of the Group.
The Group did not provide retirement benefits for its
employees prior to set up of the MPF Scheme.

Under the MPF Scheme, the employees are required
tfo confribute 5% of their monthly salaries up fo
maximum of HKS$1,000 per employee and they can
choose to make additional conftributions. The
employer’s monthly contributions are calculated at
5% of each employee’s monthly salaries up to a
maximum of HK$1,000. The employees are entitled to
100% of the employer’s mandatory confribution upon
their retirement at the age of 65 years old, death or
total incapacity.

For the year ended 31st December, 2002 #H#ZE-FTEF-—F++_-A=+—HItFE

i

MR A BT RAR TR T
B b s 17 {0 (B T W {8 3 BRAT R 27T
R-BZE—F+—FEHRE -

EARRRBEREET RZEZT
—E+ A=+ —BE2ETERERT
{#,2.19,000,00017 & AR 4 i 2SN EE 1T
19,000,0000% 13 LA EL 2 IR & 4B R (E
#) 549,400,000 7T (ReFFAX) -

EEREEREREMCD R HBERE
MENZzEREROGET (T —
F 58 IT) °

FRARHZBREEELEAKER
Mk -

B_TETFE+_A—RBE FXEHE
RAAEREREBERY —HEBRMHN
BARGFE — bt ES S (158
EEREE]) - RRIZBEERF BT
REBEIESEB R HEFMRKE
R o

RigeiEestd  BEHERERH
5% (m%ZABETI, OOO/%EF%IZE)T’E
B - S AE B R REIMERK -
IlﬁZﬁ?ﬂB?ﬁzXEEﬁ%ﬁS%(ﬁ*
% LA1,0008 TRE) St E - BEA R
65ERRIK - it TR R ET R
K2 EESETE ZRHIMEMHR -



For the year ended 31st December, 2002 #H#ZE-FTEF-—F++_-A=+—HItFE

(@

()

©

On 29th November, 2001, the Group entered into
an agreement with the China Star Group
pursuant to which the Group would purchase
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 from the China
Star Group. At 31st December, 2001, the Group
paid a deposit of HK$2,730,000 pursuant to the
tferms of the agreement. During the year, the
Group paid the remaining amount of
HK$6,370,000 to the China Star Group upon
receipt 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 China
Star Group entered into a licensing agreement
pursuant to which the China Star Group granted
to the Group the licensing 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 HKS$33.8 million. The
consideration was determined based on the
valuation report prepared by Adonis Appraisal
Limited, an independent firm of professional
dated 31st January, 2002. The
consideration was settled by the issue of
convertible notes in an aggregate amount of
HK$33.8 million by the Company. Details of this
fransaction are set out in the circular issued by
the Company dated 13th March, 2002.

valuers,

On 5th February, 2002, the Group and the China
Star Group entfered intfo a fterritory supply
agreement whereby the China Star Group, during
the term of three years from 8th April, 2002,
granted in favour of the 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 tfo acquire the theatical
rights.
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Pursuant to the territory supply agreement, the
Group paid an amount of HKS$5 million to the
China Star Group as a deposit for the grant of
the first right of refusal to acquire the Distribution
Rights and as security for the licence fees
payable under the territory distribution
agreements to be entered into. If the Group
elects to acquire the Distribution Rights, a territory
distribution agreement in respect of the fiim will
be entered into pursuant to which the Group
shall pay a licence fee in respect of each film
calculated by reference to its grading, ranging
between HK$0.2 million for a grade C film (cost
of production of not more than HK$5 million) to
HKS$1 million for a grade A++ film (cost of
production of at least HK$30 million). The territory
distribution rights in respect of a film will be for a
period of ten years. In realation to the option to
acquire the theatrical rights, the additional
license fee shall be equal to the balance of the
foftal income received by the Group in respect
of the exploitation of such theatrical rights before
payment of any distrisution expenses but after
deducting a sum equal to 20% of the said total
income which shall be retained by the Group.

During the year, the Group purchased 7 films’
Distribution Rights from the China Star Group at
a total consideration of approximately HK$5.5
million and paid HK$10.6 million additional license
fee for the purchase of the theatical rights
pursuant to the relevant territory supply
agreements.
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During the period from January to November
2002, the Group entered into a series of
distribution agreements with the China Star
Group under which China Star Group agreed o
distribute the cyber cinema rights of the films
within the PRC for periods of up fo three years
from the respective dates of the distribution
agreements. In consideration of the provision of
services by the China Star Group, the Group
would pay the China Star Group distribution
commission equivalent to 35% of the fotal
income received by the China Star Group on
behalf of the Group. During the year, the Group
paid distribution commission of approximately
HKS$1,666,000 (2001: nil) to the China Star Group
pursuant to the distribution agreements.

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

During the year, the Group also entered into the
following fransactions with the China Star Group:

Nature of transactions REMHE

Interest expense (Nofte i)

M EF ()

)]

©

®

Video production expense (Note i) R {Ex 1880 B B x (#Lii)

Rental income (Note iii)
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Notes:

0) Interest expense was calculated at 1% per annum
in accordance with the terms of the convertible
notes issued by the Company.

(i The amounts were determined at prices agreed
between the parties.

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

Details of the amounts due from/tfo and
convertible notes payable to the China Star
Group are set out in notes 20, 22 and 27
respectively.

During the year, the Company granted options
of 5,700,000 to the directors and cancelled
options of 950,000 granted to the directors.
Details of these are set out in note 32.

During the year, the Group sold the hotel and
intfranet distribution rights in the PRC in respect
of an aggregate of up to 300 motion pictures to
Gainful at a total consideration of HK$80 million.
Pursuant to the agreement, the Group delivered
200 motion pictures to Gainful and recognised a
realised profit of approximately HK$36,380,000
million.

During the year, the Group had interest received
and receivable of approximately HK$1,135,000
from an associate. The interest was calculated
at 1% per annum in accordance with the terms
of the convertible notes issued by an associate.
Details of amount due from an associate and
convertible notes issued by an associate are set
out in notes 21 and 17 respectively.

In July 2001, Mr. Hung Leung Tak, Jackson (a
former director of the Company and resigned
on 31st August, 2001T) acquired motor vehicles
with a total net book value of approximately
HK$753,000 and a club membership with a
carrying amount of approximately HK$300,000
from the Group at a consideration of HK$700,000
and HK$300,000 respectively.
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0) In October 2001, the Company issued 33,000,000
new shares of HKS0.10 each to Classical Statue
Limited, a wholly-owned subsidiary of China Star,
at a price of HK$1.00 per share, which
represented a discount of approximately 16.67%
to the closing market price of HK$1.20 per share
on 28th September, 2001. Details of this
fransaction are set out in the Company’s
announcement dated 4th October, 2001.

On 22nd November, 2002, the Group entered into a
conditional sale and purchase agreement with a third
party pursuant fo which the Group agreed to
purchase 100% of the entire issued share capital and
debt of Legend Rich Limited at a total consideration
of HK$26 million. The principal activities of Legend Rich
Limited and its subsidiary are provision of marketing
services to a distributor in the distribution of video
compact disc and digital compact disc in Tianjin and
distribution and retailing of audio-visual material. At
31st December, 2002, the Group paid a deposit of
HK$23 million pursuant to the terms of agreement. This
acquisition was completed subsequent to the balance
sheet date.
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