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PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of these

I accounts are set out below:
() HEHPEE (a) Basis of preparation
AERB IR E B L BEREM 2S5 The accounts have been prepared in accordance with accounting
REIR BB ASEMZG5T principles generally accepted in Hong Kong and comply with
ERIMARR - IWFIRE VERARESL accounting standards issued by the Hong Kong Society of
AR HEMREL - T XK Accountants (“HKSA"). They have been prepared under the historical
RETHEE - IREWME IR FES cost convention except that, as disclosed in the accounting policies
R o below, the investment property is stated at fair value.
RAFE - AEBERMNESSEAD In the current year, the Group adopted the following Statements of
NgEh s THgstERER (g Standard Accounting Practice (“SSAPs”) issued by the HKSA which
ETEA) - REEERIREE are effective for accounting periods commencing on or after 1st
—F—A—He A BRBZ January 2002:
BEFE
2R EAIETR SSAP 1 (revised) Presentation of accounts
(&153]) D UBRECER
BEER|F155% SSAP 15 (revised) Cash flow statements
(5185 C HERER
SEERE345H SSAP 34 (revised) Employee benefits
EH)) EEREA
A ST SIS T 25T £ The effect of adopting these new or revised SSAPs is set out in the
ZEBHN TN ZGETBERA ° accounting policies below. Certain comparative figures have been
ETUBRETEEFDE UK reclassified to conform with the current year's presentation.
BARFEZIERF o
) H£EEE ()  Group accounting
W #EKE () Consolidation

RAKRE BRARE REMH
BRRBEANA=THIEZ
BRB - MBAREARRE
BRREERENLEFHERR
B AREEHEMREEE
BR  ZESHBEZEK
ZRKE  GEEEEHL
RARZHE -

The consolidated accounts include the accounts of the
Company and its subsidiaries made up to 30th June.
Subsidiaries are those entities in which the Company, directly
or indirectly, controls more than one half of the voting power;
has the power to govern the financial and operating policies;
to appoint or remove the majority of the members of the
board of directors; or to cast majarity of votes at the meetings
of the board of directors.
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PRINCIPAL ACCOUNTING POLICIES (Cont'a)

Group accounting (Cont’d]

(i)

(ii)

Consolidation (Cont’d]

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated profit and loss
account from the effective date of acquisition or up to the
effective date of disposal, as appropriate.

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

The gain or loss on the disposal of a subsidiary represents
the difference between the proceeds of the sale and the
Group's share of its net assets together with any unamortised
goodwill or negative goodwill or goodwill/negative goodwill
taken to reserves and which was not previously charged or
recognised in the consolidated profit and loss account.

In the Company’'s balance sheet, the investments in
subsidiaries are stated at cost less provision for impairment
losses. The results of subsidiaries are accounted for by the
Company on the basis of dividends received and receivable.

Associated company

An associated company is a company, not being a subsidiary
or a joint venture, in which an equity interest is held for the
long-term and significant influence is exercised in its
management.

The consolidated profit and loss account includes the Group’s
share of the results of associated company for the year, and
the consolidated balance sheet includes the Group’s share of
the net asset of the associated company and goodwill/ negative
goodwill (net of accumulated amortisation) on acquisition, if
any.
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PRINCIPAL ACCOUNTING POLICIES (Cont'a)

Group accounting (Cont’d]

(ii)

Associated company (Cont'd]

In the Company’s balance sheet the investment in associated
company is stated at cost less provision for impairment
losses. The results of associated company are accounted for
by the Company on the basis of dividends received and
receivable.

Equity accounting is discontinued when the carrying amount
of the investment in an associated company reaches zero,
unless the Group has incurred obligations or guaranteed
obligations in respect of the associated company.

Fixed assets

(i)

Investment property

Investment property is interest in land and buildings in respect
of which construction work and development have been
completed and which are held for their investment potential,
any rental income being negotiated at arm’s length.

Investment property is valued annually by independent valuers;
The valuations are on an open market value basis related to
individual properties and separate values are not attributed to
land and buildings. The valuations are incorporated in the annual
accounts. Increases in valuation are credited to the investment
property revaluation reserve. Decreases in valuation are first
set off against increases on earlier valuations on a portfolio basis
and thereafter are debited to operating profit. Any subsequent
increases are credited to operating profit up to the amount
previously debited.

Upon the disposal of an investment property, the relevant
portion of the revaluation reserve realised in respect of
previous valuations is released from the investment property
revaluation reserve to the profit and loss account.
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PRINCIPAL ACCOUNTING POLICIES (Cont'a)

Fined assets (Cont'd]

(ii)

(iii

(iv)

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

Leasehold land and buildings 2%
20% to 50%
20% to 33"/3%
20%

Leasehold improvements
Machinery and equipment
Others

Impairment of fixed assets

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

Gain or loss on disposal of fixed assets

The gain or loss on disposal of a fixed asset is the difference
between the net sales proceeds and the carrying amount of
the relevant asset, and is recognised in the profit and loss
account.
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PRINCIPAL ACCOUNTING POLICIES (Cont'a)

V)

(vi)

Fined assets (Cont'd]

Cost of restoring and improving fixed assets

Major costs incurred in restoring fixed assets to their normal
working condition are charged to the profit and loss account.
Improvements are capitalised and depreciated over their
expected useful lives to the Group.

Leased assets

(i) Finance leases

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

Assets held under finance leases are depreciated over
the shorter of their estimated useful lives or the lease
periods.
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PRINCIPAL ACCOUNTING POLICIES (Cont'a)

Fined assets (Cont'd]

(vi) Leased assets (Cont'd]

(i)  Operating leases

Leases where substantially all the risks and rewards of
ownership of assets remain with the leasing company
are accounted for as operating leases. Payments made
under operating leases net of any incentives received
from the leasing company are charged to the profit and
loss account on a straight-line basis over the lease
periods.

Inventories

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

Net realisable value is determined on the basis of anticipated sales
proceeds less estimated selling expenses.
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PRINCIPAL ACCOUNTING POLICIES (Cont'a)

Film rights and films in progress

(i)

(ii)

Film rights

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

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

The cost of film rights is amortised over the shorter of the
underlying license period or their economic life, with reference
to projected revenues.

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

Films in progress

Films in progress are stated at cost less any provision for
impairment losses. Cost includes all direct costs associated
with the production of films. Cost of films is transferred to
film rights upon completion.
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PRINCIPAL ACCOUNTING POLICIES (Cont'a)

Film deposits

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

Accounts receivable

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

Cash and cash equivalents

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

Provisions

Provisions are recognised when the Group has a present legal or
constructive obligation as a result of past events, it is probable
that an outflow of resources will be required to settle the obligation,
and a reliable estimate of the amount can be made. Where the
Group expects a provision to be reimbursed, for example under an
insurance contract, the reimbursement is recognised as a separate
asset but only when the reimbursement is virtually certain.
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PRINCIPAL ACCOUNTING POLICIES (Cont'a)

Employee henefits

(i)

(ii)

Employee leave entitlements

Employee entitlements to annual leave are recognised when
they accrue to employees. A provision is made for the
estimated liability for annual leave as a result of services
rendered by employees up to the balance sheet date.

Employee entitlements to sick leave and maternity are not
recognised until the time of leave.

Pension obligations

The Group contributes to Mandatory Provident Fund in Hong
Kong, the assets of which are held in separate trustee -
administered fund. The pension plan is funded by payments
from employees and by the relevant Group companies.

The Group’s contributions to the defined contribution
retirement scheme are expensed as incurred and are not
reduced by contributions forfeited by those employees who
leave the scheme prior to vesting fully in the contributions.
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W HAEE (k) Contingent liabilities

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

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

Deferred taxation

Deferred taxation is accounted for at the current tax rate in respect
of timing differences between profit or loss as computed for taxation
purposes and profit or loss as stated in the accounts to the extent
that a liability or an asset is expected to be payable or recoverable
in the foreseeable future.
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PRINCIPAL ACCOUNTING POLICIES (Cont'a)

Revenue recognition

(i)

(i

(iii)

W)

(vi)

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

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

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

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

Operating lease and other rental income is recognised on a
straight-line basis.

Interest income is recognised on a time proportion basis,
taking into account the principal amounts outstanding and
the interest rates applicable.
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In accordance with the Group’s internal financial reporting the Group
has determined that business segments be presented as the primary
reporting format and geographical as the secondary reporting
format.

Unallocated costs represent corporate expenses. Segment assets
consist primarily of film rights, fixed assets, inventories, receivables
and exclude items such as films in progress and operating cash.
Segment liabilities comprise operating liabilities and exclude items
such as taxation and certain corporate borrowings. Capital
expenditure comprises additions to fixed assets (Note 11) and film
rights (Note 12).

In respect of geographical segment reporting, sales are based on
the country in which the customer is located. Total assets and capital
expenditure are where the assets are located.
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2 TURNOVER, REVENUES AND SEGMENT INFORMATION

The Group is principally engaged in the distribution of films in various

videogram formats, licensing and sub-licensing of film rights, film exhibition

and leasing of investment property and machineries for replication of optical

discs. Revenues recognised during the year are as follows:

EEH
Group
—EE=F 2T F
2003 2002
BT T BT T
HK$’000 HK$'000
Turnover
Sale of goods and replication of
optical discs 191,961 244,494
Licensing, sub-licensing of film rights
and film exhibition 50,535 62,247
Leasing of investment property
and machineries for replication
of optical discs 8,750 —
251,246 306,741
Other revenues
Interest income 616 1,248
Other rental income 208 —
824 1,248
Total revenues 252,070 307,989
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2 TURNOVER, REVENUES AND SEGMENT INFORMATION
(Cont’d]

Primary reporting format - business segments
The Group is organised into three main business segments:

—  Distribution of films in various videogram formats and replication
of optical discs

— Licensing, sub-licensing of films rights and film exhibition

— Leasing of investment property and machineries for replication of
optical discs

During the year, the business for the replication of optical discs business
was ceased. The corresponding replication machineries and property of
the Group were eventually leased to a third party, which generated a new
business segment on leasing of investment property and machineries for
replication of optical discs during the year.

The Group’s inter-segment transactions mainly consist of licensing of film
rights, which are transferred at cost.

Secondary reporting format - geographical segments

Distribution of films in various videogram formats and replication of optical
discs are solely operated in Hong Kong and Macau, while the Group
operates its licensing, sub-licensing of film rights and film exhibition in

five main geographical segments.

There are no sales between geographical segments.



Notes to the Accounts

AR B M &

For the year ended 30th June 2003
R —TT=FNA=1THIFFE

(4)

FEIBHRE —

e
BN HE
DEbEZHE

(B B 1R Al 2
aNss jB%%

ﬂ B REL
WEER

EES
o E s

REER
o IR

BTt al R
i I8

PR pEMh R

&
RDBEARMEF
BERERX

e
AN EFE

BT E
#iH

Wz & 2 EBE 2

TURNOVER, REVENUES AND SEGMENT INFORMATION

(Cont’'d]
KD WER Primary reporting format - business segments
i EBR HERE
HEEM BYMER MERAR
KirEH BRI HR HRKEE K 88 £8
Leasing of
investment
Licensing, property and
Sale of sub-licensing  machineries
goods and  of film rights for replication
replication of and film of optical
optical discs exhibition discs Elimination Group
—2B=%F =F -—FP=F =—FP=% T =
2003 2003 2003 2003 2003
BT T BT T B F T BT T BT
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
Turnover
External sales 191,961 50,535 8,750 — 251,246
Inter-segment sales — 54,714 — (54,774) —
191,961 105,309 8,750 (54,774) 251,246
Segment results before
impairment losses 2,011 2,524 (1,244) — 3,291
Less: impairment
losses of film rights (23,580) (13,524) — — (37,104)
Segment results (21,569) (11,000) (1,244) — (33,813)
Add: other revenue 824
Operating loss (32,989)
Less: finance costs (1,123)
Loss before taxation (34,112)
Taxation 4,656
Loss attributable to
shareholders (29,456)
Segment assets 114,593 13,489 37,349 165,431
Unallocated assets 122,708
Total assets M
Segment liabilities 8,251 18,342 281 26,874
Unallocated liabilities 41,432
Total liabilities __ 68,306
Capital expenditures 61,526 1,050 43 62,619
Unallocated capital
expenditures ﬂ
Total capital
expenditures 123,720
Depreciation 12,032 50 9,991 22,073
Unallocated depreciation 2,348
Total depreciation 24,421
Amortisation charge 90,558 33,414 123,972
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Notes to the Accounts
BR B M

For the year ended 30th June 2003
R —TT=FNA=1THIFFE

2 BEE WRkoHER 2 TURNOVER, REVENUES AND SEGMENT INFORMATION
(&) (Cont'd)
PWwE — EBRIHBER (B Primary reporting format - business segments (Cont'd)
B #@5
HEE M B &
RABER ER-250S ik S
Licensing,
Sale of sub-licensing
goods and of film rights
replication of and film
optical discs exhibition Elimination Group
e e e e
2002 2002 2002 2002
BT BEFIT BT BT
HK$'000 HK$'000 HK$'000 HK$'000
EEE Turnover
N ZHE External sales 244,494 62,247 — 306,741
DEEZHE Inter-segment sales — 21,518 (21,518) —
244,494 83,765 (21,518) 306,741
EBERZ Segment results before
“%%ﬁ impairment losses 39,691 6,118 — 45,809
B BEREZ Less: impairment losses of
VRN SR film rights (13,775) (8,625) — (22,400)
D EBEE Segment results 25,916 (2,507) — 23,409
s s Add: other revenue 1,248
Z«(’L/ﬁn 1 Operating profit 24,657
R %N Less: finance costs (9,792)
R B RIE F Profit before taxation 14.865
Tiia Taxation (4,838)
% B 1 3 A Profit attributable to
shareholders 10,027
DEBEE Segment assets 228,971 40,204 269,175
RKOMEE Unallocated assets 136,790
REE Total assets 405,965
HEPEE Segment liabilities 16,979 27,403 44,382
RKPMEE Unallocated liabilities 112,640
BafE Total liabilities 157,022
EARMR Capital expenditures 92,836 5,442 98,278
RAOBERMERRS Unallocated capital
expenditures 55,748
MERMERS Total capital expenditures 154,026
e Depreciation 22,722 49 22,771
Rofine Unallocated depreciation 2,118
wiTeE Total depreciation 24,889
By Amortisation charge 94,893 37,433 132,326
FEBEBRABER AR —Z22=4F4RK




Notes to the Accounts

AR B M &

For the year ended 30th June 2003

HE-TE=

— = = —

2 EXRE bakoiEH 2

(&

B AHRE — twE D WER

B8 MR
TN EER
BPIRR SN
=M
BN K AR T
RALER

s B e

BB KR
SM(FER
BPIRR SN
=M
BN K AR
RALER

o E e

4 F

FNA=THILFE

(Cont’d]

Hong Kong and Macau

Asia (other than Hong Kong
and Macau)

North America

Australia and New Zealand

Eastern and Northern Europe

Add: other revenue

Operating loss

Hong Kong and Macau

Asia (other than Hong Kong
and Macau)

North America

Australia and New Zealand

Eastern and Northern Europe

Add: other revenue

Operating profit

Secondary reporting format - geographical segments

TURNOVER, REVENUES AND SEGMENT INFORMATION

Universe International Holdings Limited Annual Report 2003

E 3 b E S HEE EXMEX
Segment Capital
Turnover results Total assets expenditures
—EER=F —EER=F —EER=F —EER=F
2003 2003 2003 2003
BETFT BETFT BETFT BETFT
HK$’000 HK$’000 HK$’000 HK$’000
235,005 (35,981) 283,574 123,720
14,686 1,912 4,162 —
1,365 209 378 —
112 14 — —
18 33 25 —
251,246 (33,813) 288,139 123,720
824
(32,989)
B¥E ABEM wEE  AKMEX
Segment Capital
Turnover results Total assets Expenditures
—EE-F —EE-F —EE-F —EE-F
2002 2002 2002 2002
BT T B FT BT T BT T
HK$'000 HK$'000 HK$'000 HK$'000
279,029 19,167 404,355 154,026
18,544 3,793 1,150 —
8,730 239 436 —
150 20 — —
288 190 24 —
306,741 23,409 405,965 154,026
1,248
24,657
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For the year ended 30th June 2003
R —TT=FNA=1THIFFE
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REBREMERAH
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3  OPERATING (LOSS)/PROFIT

KEE
Group
—BRE=F —TT_F
2003 2002
BETT BEFT
HK$’000 HK$'000
Operating (loss)/profit is stated after
crediting and charging the following:
Crediting
Net exchange gains — 87
Profit on disposal of fixed assets 1 —
Charging
Amortisation of film rights 123,972 132,326
Impairment losses of film rights 37,104 22,400
Write-off of film rights 324 942
Provision for irrecoverable film deposits 1,552 1,865
Auditors’ remuneration 588 600
Staff costs (including directors’
emoluments) (Note 9] 27,064 33,917
Cost of inventories sold 65,761 76,258
Whrite-off of inventories 1,116 1,918
Depreciation on owned fixed assets 14,740 11,979
Depreciation on fixed assets held
under finance leases 9,681 12,910
Operating lease rental in respect
of land and buildings 258 756
Loss on disposal of fixed assets — 16

Net exchange losses 453

Provision for slow-moving inventories 955




Notes to the Accounts
BR B M

For the year ended 30th June 2003
BE _TLE=FNA=1THILFE

4 BB

BT I BRERER
ZRITERRBEXZHE
— HFRN
— HF#%
ERREFRATREE
ZBEMREZ S EN
ARAFRABHRERZ
Qe Pilb=N-i17)

5 BiEEE(GHR)

BEMEHR

— AEE
— BAFEBRE
EEFL A (H7#25)

FRNEHRSEERBIRIEAFE 2
EEHERDUENIE N K17 5% (—TT =
F16%) B - R-TT=F - BT
3835 2003/20048 B4R 2 2 RIS B H &
1 16%H8 % /517.5% °

6 REREML (BE) EF
HAKRD AR B 2 R (B1R)

& A R B 1R B 6 1,569,000T (ZEZE
4 - mAE¥13,0007T) ©

4 FINANCE COSTS

Interest on bank loans and overdrafts
wholly repayable
— within five years
— after five years
Interest element of finance leases
wholly repayable within five years
Interest element of convertible notes

wholly repayable within five years

9 TAKATION CREDIT/(CHARGE)

Hong Kong profits tax

— current year

— overprovision in prior years
Deferred taxation (Note 25]

Hong Kong profits tax and deferred taxation have been provided at the
rate of 17.5% (2002: 16%) on the estimated assessable profit for the
year. In 2003, the government enacted a change in the profits tax rate

rEH
Group
—ET=F -ZT-F
2003 2002
BT T BT T
HK$’000 HK$'000
q 7
759 918
360 916
— 7,951
1,123 9,792
£33
Group
—EEZF _—FZTC
2003 2002
B F T BT T
HK$’000 HK$'000
“9N (4,326)
169 91
4,506 (603)
4,656 (4,838)

from 16% to 17.5% for the fiscal year 2003/2004.

6 (LOSS)/PROFIT ATTRIBUTABLE TO SHAREHOLDERS

The (loss)/profit attributable to shareholders is dealt with in the accounts
of the Company to the extent of a loss of HK$1,569,000 (2002: profit of

HK$13,000).
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Notes to the Accounts
BR B M

For the year ended 30th June 2003
BE _TLE=FNA=1THILFE

1 BR(ER) EF

BRER (B18) / BFTDREREER
F R Z BERFE(L B 184978 % 29,456,000
T (ZZEZ 24 - B¥10,027,0007T 4
M) REBHTERRZMEFHHE
956,403,580 E@k (ZTT — 4 :
954,619,681 A% & @AR) 51 & -

FERFRPTA ARSI TEINL B EF R 0
X AR D FE AR I IRIR IR B
e MEE—TT=FA=THL
FRZEREEERREZY -

BE-_ZZ-_FA=1tHIFEZEK
BEE R TR EARE R 2 IR E (SR
75 #10,027,0007T % 967,417 ,0250% & i@
fEEtE - BIFERB B TE R T
o I EBERFTA AT 2 BB B AT
FEmig R IEEERTZINETFYH
12,797 344/ L mMETE - R TE AR
ERmMES 2 BE T ERSERAEER
BE-_ZZ-_FA=1tRIFEZFK
BN EAReRBERESHE -

8 RIKFBRRA

R-EBEZZF+-_A—H ARQRAEAE
BE (BIERTES) EI—BAEH MR
HEEETE ([RESTE]) - BRiERES
a8 AEEHFBZREE BB
A(TEREBRGERTESFTENESD)
5%:TE  BREETSAZHZKERAE
BH.0007T © WEEN-_ZEZ=F—
A—BZzRizEBRAZABBEE
4000t MR- EE=F_HF—H21%
ZEBEBWAS ABAEE50005T ¢ 7R
AR ST EIMEHABEE B 2 MR -
BESER—BIE 0 BlEs KA
BrEE Z 2FHEF -

9 BIRKE

T& R E
8 T&A
RIRBA—FRE KA &

RMHaffEsRme

EFERABRAERAA -%%
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7  (LOSS)/EARNINGS PER SHARE

The calculation of basic (loss)/earnings per share is based on the Group’s
loss attributable to shareholders of approximately HK$29,456,000 (2002:
profit of HK$10,027,000) and on the weighted average number of
956,403,580 ordinary shares in issue (2002: 954,619,681) during the
year.

The diluted loss per share for the year ended 30th June 2003 is not
presented because the effect of the assumed conversion of all dilutive
potential ordinary shares outstanding during the year is anti-dilutive.

The calculation of diluted earnings per share for the year ended 30th
June 2002 was based on the Group’s profit attributable to shareholders
of approximately HK$10,027,000 and on 967,417,025 ordinary shares
which is the weighted average of ordinary shares in issue during the year
plus the weighted average of 12,797,344 ordinary shares deemed to be
issued at no consideration if all outstanding options had been exercised.
The potential shares arising from the exercise of the convertible notes
would increase the earnings per share of the Group for the year ended
30th June 2002 and would be regarded as anti-dilutive.

8 RETIREMENT BENEFITS COSTS

On 1st December 2000, a Mandatory Provident Fund scheme (the *“MPF
scheme”) has been set up for employees, including executive directors.
Under the MPF scheme, the Group’s contributions are at 5% of employees’
relevant income as defined in the Hong Kong Mandatory Provident Fund
Schemes Ordinance up to a maximum of HK$1,000 per employee per
month. The employees also contribute a corresponding amount to the
MPF scheme if their relevant income is more than HK$4,000 per month
before 1st February 2003 and HK$5,000 after 1st February 2003. The
MPF contributions are fully and immediately vested in the employees as
accrued benefits once they are paid.

9  STAFF COSTS

EEH

Group
—¥¥=F -TT_F
2003 2002
BT T BT T
HK$’000 HK$'000
Wages and salaries 25,365 31,314
Staff welfare 141 982
Pension costs - defined contribution plan 952 1,221
Total including directors’ emoluments 217,064 33,517
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BR B M

For the year ended 30th June 2003
BE _TLE=FNA=1THILFE

10 EEREREBAEZMH
G

&) EFME

FRRNAATES 2 e BE
mF :

EAXAFS  FBERR -
Hip 28R EYH &=
SRIRET B R

AR EREN S

tHERREBRREN TBUIKE
MITER 28 28%162,0007T
(ZZZT 4% : 8%160,0007T) °

) HEAUTHAHINZEZFZE AZN
T

B <& 48 Y

7B ¥507T 2 8 % 1,000,0007T
7% 1,000,001 7T £ % #1,500,0007T

BEEENERE_TT=FN
—EECFRA=THLEFEZ
B -

10 DIRECTORS’ AND SENIOR MANAGEMENT’S

(b)

EMOLUMENTS

Directors’ emoluments

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

rEE

Group
—BRE=F _—TT_F
2003 2002
BETT BT T
HKS$’000 HK$'000
Fees 162 200

Basic salaries, housing allowances,

other allowances and benefits in kind 2,029 3,227
Contributions to retirement scheme 28 33
Total including directors’ emoluments 2,219 3,460

Directors’ fees disclosed above include HK$162,000 (2002:
HK$160,000) paid to the independent non-executive directors.

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

EEAH
Emolument bands Number of directors
—EE=HF —TIT-F
2003 2002
HK$NIl to HK$1,000,000 5 5
HK$1,000,001 to HK$1,500,000 1 1
6 6

No directors waived emoluments in respect of the years ended 30th
June 2003 and 2002.
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BR B M

For the year ended 30th June 2003
BE _TLE=FNA=1THILFE
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10

(d)

DIRECTORS’ AND SENIOR MANAGEMENT’S
EMOLUMENTS (Cont'ay

Five highest paid individuals

The five individuals whose emoluments were the highest in the Group
for the year included two directors (2002: two) whose emoluments
are reflected in the analysis presented above. The emoluments
payable to the remaining three (2002: three) individuals during the
year are as follows:

AEE

Group
—BE=F _—TT_F
2003 2002
BETT BT T
HKS$’000 HK$'000

Basic salaries, housing allowances,

other allowances and benefits in kind 1,551 1,976
Contributions to retirement scheme 36 35
1,587 2,011

The emoluments of each of these individuals fall within the emolument
band of HK$Nil to HK$1,000,000.

Details of the share options granted to the executive directors of
the Group are set out in note 21(b).



Notes to the Accounts
BR B M

For the year ended 30th June 2003
R —TT=FNA=1THIFFE

= S
1M BEEE
A5E Group
KA A E Cost o valuation
RZFE-FtA—-H At 1st July 2002
Zm Additions
& Disposals
@5 Transfers
Bff Revaluation
RZEZ=F/ A=TH At 30th June 2003
2ithE Accumulated
depreciation
RZEZ-E+A-H At 1st July 2002
FEME Charge for the year
i Disposals
"o Transfers
RZZE=FXA=+H At 30th June 2003
REFE Net book value
RZZE=F A=1H At 30th June 2003
RZEZ-FXA=TH At 30th June 2002

(b)

AREBREB2HELHEET
TiRBEFHBNFTE  R_FFT
=FRNA=1TH FE%EHE
THREFEREARERAR
TERZEM (HFE27) -

REMER_TZE=FA=1
Bz AR MEREZEHEE R EA6
BezeB0HAETARAR
Bt - BEEABBEREDERE
R (iEa2) -

RZZZE=FA=1TH r&E
RERERERAZETEEZ R
3B &5%16,154,000T (ZF
T4 : #%31,270,0007T) °

11 FIKED ASSETS

HE HENE HER HRR WAE
THREF REWE % B %E bt #E L
Leasehold Machinery
land and  Investment Leasehold and Furniture Motor Dffice
buildings property improvements  equipment  and fixtures vehicles  equipment Total
EEFT  BETT  BETT BRI B¥TT  B¥Tr  BETT  BETR
HK$'000 Hk$'000 HK$'000 HK$'000 HK$'000 HK$'000 Hk$'000 HK$'000
47,406 — 10,448 102,087 1,521 1,163 7,296 169,921
14,025 — 259 1131 10 589 101 16,115
— — — (329) 2 (801 (44) (1,176)
(13,674 12,854 — — — - — (820)
— 346 — — — — — 346
47,757 13,200 10,707 102,889 1,529 951 7,353 184,386
2,168 — 5,070 96,642 782 975 3,982 68,819
966 — 2,131 19,448 269 200 1,407 24,421
— — — (159) (0] (528) (30 (718)
(820) — — — — — — (820
2,314 — 7,201 75,931 1,050 247 4,959 91,702
45,443 13,200 3,506 26,958 479 704 2,394 92,684
45,238 — 5,378 45,443 739 588 3,714 101,102
(@)  The Group's leasehold land and buildings are situated in Hong Kong
under medium term leases. At 30th June 2003, all the leasehold
land and buildings were pledged as securities for the Group’s bank
loans (Note 27).
(b)  Investment property was revalued at 30th June 2003 on the basis
of their open market by CS Surveyors Limited, a member of the
Hong Kong Institute of Surveyors employed by the Group. The
revaluation surplus was credited to investment property revaluation
reserve (Note 22).
(c) At 30th June 2003, net book value of machinery and equipment

held by the Group under finance leases amounted to HK$16,154,000
(2002: HK$31,270,000).
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AR B M &

For the year ended 30th June

2003

HE-FE=FAA=TALEE

12 EXRERREFZER 12 FILM RIGHTS AND FILMS IN PROGRESS

EH

%N
R-TE-_F+A—H
&

o
T BATE B 2 s

R-ZEE=FA

+H

2T Y

KoRE
R-ZEE-F+H—H
4 12 1 95

VERELSEE]
SIHEATE B 2 W8N

R_ZTZE=FA=1+H

fREFE

ETEBRZERBER QA

R ]
B ¥R 2E¥ PR
Films in
Film rights progress Total
BEFT B FT BB For
HK$'000 HK$'000 HK$'000
Group
Cost
At 1st July 2002 556,801 15,468 572,269
Additions 60,880 46,725 107,605
Transfers 33,646 (33,646) —
Write-off of expired items (43,359) — (43,359)
At 30th June 2003 607,968 28,547 636,515
Accumulated amortisation
and impairment
At 1st July 2002 447,446 — 447,446
Charge for the year 123,972 — 123,972
Impairment losses 37,104 — 37,104
Write-off of expired items (43,035) — (43,035)
At 30th June 2003 565,487 — 565,487
Net book value
At 30th June 2003 42,481 28,547 71,028
At 30th June 2002 109,355 15,468 124,823
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Notes to the Accounts
BR B M

For the year ended 30th June 2003
BE _TLE=FNA=1THILFE

13 MBRAARE

FELEmAt - mARAE
8 A RR K
R B~ R FRIA

@ MBARZFHBHNRE M2 -

b) RZZEZT=FA=+H  EHK
/TEAT BT B A R 2 SRIA S 4 4
ReB R-ZBTE_FXA=T
B RS A R 2 3OR
Y EEAE RS - HREW RN
B A /RBEEHET70,780,0007T 2

RFBAERME ©

14 BEQTER

EEFEE

Bt R IR R

RERKAE
)

13 INVESTMENTS IN SUBSIDIARIES

¥ NN
Company
—BRE=F —TT_F
2003 2002
BETT BEFT
HK$’000 HK$'000
Unlisted shares, at cost 52,052 52,052
Due from subsidiaries 85,184 147,241
Due to subsidiaries (75) (75)
137,161 199,218

(a) Details of subsidiaries are set out in note 32 to the accounts.

(b)  As at 30th June 2003, the amounts due from/to subsidiaries were
unsecured and interest-free. As at 30th June 2002, the amounts
due from/to subsidiaries were unsecured and interest-free, except
for an amount due from a subsidiary of HK$70,780,000 which was
interest-bearing.

14 INTEREST IN ASSOCIATED COMPANY

REH
Group
—2R=F —TT=-F
2003 2002
Wizt BT T BT T
Note HKS$’000 HK$'000

Share of net assets 1 —

Due from associated company (a) 1,799 —

1,800 —

Investment at cost:

Unlisted shares 1 —

Universe International Holdings Limited Annual Report 2003 61



Notes to the Accounts
BR B M

For the year ended 30th June 2003
BE _TLE=FNA=1THILFE

14 BEQTER #) 14 INTEREST IN ASSOCIATED COMPANY (Cont'd)

WTARZZEE=F A=+HE@H The following is the details of the associated company at 30th June 2003:
ERRIMEE

A R
=F od k) BEEe®RT
Place of FTEEK IR EE EESEzER

1 incorporation Principal Particulars of Interest held

Name and operation activities issued shares held indirectly

EEEBBER AT BA BUEBIREER BRAE® 1T 40%

E3ED) R
Elite Master Holdings Hong Kong Production of Ordinary share 40%
Limited (“Elite”) television series of HK$1 each

(8 FIRFIEREERLEE - (a)  The amount due is unsecured and interest free.

b) E=EEHERN—_ZBEETE-_FNA-+=-H (b)  Elite only incurred minimal expenses for the period from the date of
(EBH) 2T =F,"A its incorporation on 22nd August 2002 to 30th June 2003.
=+ HIEHE REALENE
A o

15 FE 15 INVENTORIES

rEE
Group
—E2E=F _TEZF
2003 2002
BT T B F T
HK$’000 HK$'000
R Raw materials 1,670 3,850
B ) Finished goods 19,227 19,046
20,897 22,896
W T ERE Less: provision for slow-moving inventories (1,864) (909)
19,033 21,987
RZZEZ=ZFXXA=Z+H ' HBHBE As at 30th June 2003, inventories carried at net realisable value amounted
1,864,000 (ZEE-F : B to approximately HK$1,864,000 (2002: HK$909,000).

909,0007T) 77 & A AT &35 ) (E 51 iR -
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BR B M

For the year ended 30th June 2003
R —TT=FNA=1THIFFE

NA=TH  BEERZ

g
N
= 4

EBR

BNEAZ90H
90H £180H
180H LA

HESRGERNRRHERRE 2EEH
RH7HEBORTE - IREBELEHR
TR Z SHE R FIG AR T ©

17 BNERMR
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AR

E=FRNA=TH - EBNEXRZ
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P A
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-

EBf

BNEAZ90H
90H £180H
180H M

16 ACCOUNTS RECEIVABLE

At 30th June 2003, the ageing analysis of the accounts receivable was

as follows:

Current to 90 days
90 days to 180 days
Over 180 days

rEE
Group

—BE=F _TT_F
2003 2002
BT T BT T
HKS$’000 HK$'000
10,616 16,660
1,512 556
4,314 6,166
16,442 23,382

Sale of video products and provision of replication service are with credit

terms of 7 days to 60 days. Sales from sub-licensing, licensing and film

exhibition are on open account terms.

17 ACCOUNTS PAYABLE

At 30th June 2003, the ageing analysis of the accounts payable was as

follows:

Current to 90 days
90 days to 180 days
Over 180 days

KEE

Group
—BE=F —TT_F
2003 2002
BETFIT BT T
HK$’000 HK$'000
4,462 5,688
345 1,638
5,059 6,917
9,866 14,243
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For the year ended 30th June 2003
BE _TLE=FNA=1THILFE

18 REAXERATNIE 18 DUE TO ULTIMATE HOLDING COMPANY
FTRFIAREER - 28 NAN B The amount due is unsecured, interest-free and repayable on demand.
EE -

19 BEHEERE 19 OBLIGATIONS UNDER FINANCE LEASES

—EE=FRNAZ=ZFTH AEEZ At 30th June 2003, the Group's obligations under finance leases were
BE T EAEAEN AT F AR AE repayable as follows:

AEE
Group
—2R=F ZTT-F
2003 2002
BT T BT T
HKS’000 HK$'000
—F K Within one year 4,855 9,864
FF In the second year 144 4,862
F=EFRF In the third to fifth year 125 264
5,124 14,990
REHEZRRBEZ L Future finance charges on obligations
under finance leases (60) (430)
REHEaBECREA Present value of obligations
under finance leases 5,064 14,560
REHEaE The present value of obligations under
ZBEEWT finance leases is as follows:
—F R Within one year 4,801 9,496
F_F In the second year 138 4,801
FZEFERF In the third to fifth year 125 263
263 5,064
5,064 14,560

B4 ZFTEBEBERAT -—FTT=FEFH
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For the year ended 30th June 2003
BE _TLE=FNA=1THILFE

20 BEMEBITERK

RZZZ=FA=1H  LlRTE
AR T HRAEE :
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BisE27 o

20 SECURED BANK LOANS

KEE

Group
—BRE=F —TT_F
2003 2002
BETT BEFT
HK$’000 HK$'000

Bank loans, not wholly repayable

within five years 24,841 21,100

At 30th June 2003, the above bank loans were repayable as follows:

£33
Group
—2E=F ZTT-F
2003 2002
B F T BT T
HK$’000 HK$'000
Within one year 6,255 4,815
In the second year 6,441 4,967
In the third to fifth year 10,318 11,318
After the fifth year 1,827 —
18,586 16,285
24,841 21,100

For details of securities for the above banking facilities, please refer to
note 27.
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For the year ended 30th June 2003
BE _TLE=FNA=1THILFE

21 B 21
ERE ¢ Authorised:
®ntA—H At 1st July
EANAZ=+H and 30th June
EEITRHR Issued and fully paid:
®ntA—H At 1st July
AR R B RR 1D 2 B 1T Issue of shares as scrip
(Bt % (a)) dividends (Note (a))
RANA=+H At 30th June

a) WRERZZEZT—F+—HA=+R< (a)
BRITZARABRFERAFAE L
BBCEBAER  ARAIEM
REEE-_ZZT—FA=1+H
IEFE 2 RARBEREBRAS
B0.310 - HERA U E T RIR
o RRMAERBERESRE
R MK 1EAZ IR BHARE -
RZEE-_F—-FtH W #%5&
3,426,964 0% & I B8 #0.027T
Z RN R EREE0.512TT 2 B
BITEAREMRE - BT
D EEZ BB BARMD S E

66 ETEBRERERAF —==%
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SHARE CAPITAL
AKATF
Company
—EB=F —ET_F
2003 2002
ZBEREE L@k E
No. of ordinary BT T No. of ordinary BT T
shares HK$’000 shares HK$'000
5,000,000,000 100,000 5,000,000,000 100,000
956,403,580 19,128 952,976,616 19,060
— — 3,426,964 68
956,403,580 19,128 956,403,580 19,128

By an ordinary resolution passed at the Annual General Meeting of
the Company held on 26th November 2001, a final dividend of
HK$0.3 cents per ordinary share was declared in the form of scrip
dividend wholly or partly thereof in cash in lieu of such allotment for
the year ended 30th June 2001. On 7th January 2002, 3,426,964
shares of HK$0.02 each were issued at HK$0.512 per share as
final scrip dividend. The excess over the par value of the shares
issued was credited to the share premium account.



Notes to the Accounts
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For the year ended 30th June 2003
BE _TLE=FNA=1THILFE

21

(b)

B AR ()

REBEARBBRRR —NANEFR
AZ+N\BHEz BREE
AARZEFARBABAKE
ZREERBITESZNBIE

B EIRE 21

=
BRI

R AR IR

RTFRBAAAZBE - R-F
T=ARASTE - HAER
BEEE B RES - AT RS

Bt 2 BB 2 A

RffEE:

Current directors:
WALE
Mr Lam Shiu Ming Daneil

SEE
Ms Chiu Suet Ying

AifEEE:

Former director:
BRIBEE ¥
Mr Yeung Kim Piu *

RIBE-F
tA-A
HRZERE

L

Number of

options
held at
st July
2002
WFH
000

22,300

22,300

3,000

3,000

RER
HH2
BhRE
#E
Number of
options
cancelled
during
the year
WFat
ooo

(22,500)

(22,500)

(3,000)

(3,000

SR ER —FE_F+— A=+

NERFEF

21 SHARE CAPITAL (conta)

(b)  Under a share option scheme approved by the shareholders of the

Company on 28th June 1999, the directors of the Company may,

at their discretion, invite employees and executive directors of the

Group, to take up options to subscribe for shares in the Company

subject to the terms and conditions stipulated therein. On 30th

June 2003, all share options granted were surrendered and

cancelled. Details of movements of options are as follows:

e 23
~AZTH
KEZRRE
#E
Number of
options

held at ke

30th June Exercise

2003 price

BFat #

[ HKS

— 05

RiLA%

Grant date

“2EEERATAA
19th June 2000

“2EEERATAA
19th June 2000

“2EEERATAA
19th June 2000

“2EEERATAA
19th June 2000

TResms

Exercisable from

“2EEERATAA
19th June 2000

“2EEERATAA
19th June 2000

“ETEFIATAS
19th December 2000

“TT-51-AthA
19th December 2001

IRARE

Exercisable until

“ZRRERATAR
18th June 2008

“ZRRERATAR
18th June 2008

“ZRRERATAR
18th June 2008

“ZRRERATAR
18th June 2008

Mr Yeung Kim Piu retired as Director on 26th November 2002.
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AR B M &

For the year ended 30th June 2003
BE _TLE=FNA=1THILFE

22 f#1E

MR R AE (5 5 R

BITUBRRE 2Bt
PSR 1132
“ET-FDRAHKE

RZTEZF A

+A

ETEBRZERBER QA

22 RESERVES

Group

At 1st July 2002

Surplus on revaluation

of investment property

Loss attributable to

shareholders

At 30th June 2003

At 1st July 2001

Shares issued as scrip
dividends

Profit attributable to
sharehaolders

2001 final dividend paid

At 30th June 2002

A
L]

[l
A
H
o

FEERE REWHE
IR 455 E FrigfREE =R wREREF FE G

Reserve Investment

Share arising on property Retained

premium consolidation revaluation earnings Total
B FT BT B FT BHFT B F T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
66,254 821 — 162,740 229,815
— — 346 — 346
— — — (29,456) (29,456)
66,254 821 346 133,284 200,705
64,568 821 — 155,572 220,961
1,686 — — — 1,686
— — — 10,027 10,027
— — — (2,859) (2,859)
66,254 821 — 162,740 229,815
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For the year ended 30th June 2003
HE-FE=FAA=+ALFE

22 il

b NN Company

R-ZTZE-_F+A—H At 1st July 2002

ey ] Loss attributable to

shareholders

RZTZ=F,"A=1H At 30th June 2003

RZEZE—FtH—H At 1st July 2001

BITUBRREZRG Shares issued as scrip
dividend

% 3R A 35 ) Profit attributable to

shareholders

—TT—FERAHKE  2001final dividend paid

(Mfex(a)) (Note (a))

RZZTZZFA=1TH At 30th June 2002

AABERBHR ARG BB
Universe Films (Holdings) Limited 2 & 2
TR B FT AR R ID 2 F{E BN —
ANNFARAZ+HN\BEABER B A
ZEEFE2ERE BEEFE-NAN
—FRRVEUBRIAN) - BEBEBMBERE
SHRTIER - MEHBBTEDIK
THRE -

() AREEHFIRNIRNEENEE
Az AE K

() ARBzEEANZEEEESHEIRK
fmEEERBEEEBTRA
Kt (B ik 2 48 1E -

RAKENE  EREHENIIABE
BB A A2 R

(a) ZEE_FRHNZRER_-ZZE
—FEEAEREEREER
ERZFERRE o« NEEIWEE
EREIRRS -

22 RESERVES ccont'a

R =EE BHER & & i A M
Share Contributed Retained
premium surplus earnings Total
B FT B FT B F T B FT
HK$'000 HK$'000 HK$'000 HK$'000
66,254 51,852 706 118,812
— — (1,569) (1,569)
66,254 51,852 (863) 117,243
64,568 51,852 3,552 119,972
1,686 — — 1,686
— — 13 13
— — (2,859) (2,8589)
66,254 51,852 706 118,812

The contributed surplus of the Company represents the difference between

the nominal value of the Company’s shares issued in exchange for the

issued shares of Universe Films (Holdings) Limited and the value of net

assets of the underlying subsidiaries acquired on 28th June 1999. Under

the Companies Act of 1981 of Bermuda (as amended), the contributed

surplus shall not be distributed to the shareholders if there are reasonable

grounds for believing that:

(i) the Company is, or would after the payment be, unable to pay its

liabilities as they become due; or

(i) the realisable value of the Company’s assets would thereby be less

than the aggregate of its liabilities and its issued share capital and

share premium accounts.

At Group level, the contributed surplus is reclassified into its components

of reserves of the underlying subsidiaries.

(a)  The dividend paid in 2002 represented the final dividend for 2001
proposed and declared after the balance sheet date. No dividend

has been declared and proposed for the year.
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23 ERREE

QRS

MR-EEZELF-+NH » RAFZE
IR % 4 %4 $£7,000,000% 7T 2 #IK
BB EE ((RE]) - ZE28 08
N T 31T T Multimedia Group Limited
(—HEHELERRE (EM) BRAF
ER2ES2ERAB2ZRAR) ([BEH
B AJ) LAEIR 4 7,000,000% 7T © %
ZERMNBIRESEFE AR
EETFHL A+ RAEZZZT _F+
AZ+RBIBERZRESRA051T
CHBMEHBRAARARGREESE
0.027m 2 @Ak (B AN IFMEARE) -

FRIFD R LI RIEE - BRIARA
BR-_ZEZ_F+HA-_+HBEEEEE
HZEER - BREBIZRKEEARS REM
FEEHE R RN ZFBSN - RABANE
(O] 2= 48 B S A — RSN RIA ([FINF
B MEEBEREARZEREHE
Ol i 1S8R 2 A EBE M=K o

AKARIN—_ZEE-_F+A-+HACE
EEES

EFERABRAERAA -%%
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23 CONVERTIBLE NOTES

AEEREKAT
Group and Company
—2E=F ZTT-F
2003 2002
BETT BEFT
HK$’000 HK$'000
Convertible notes — 54,110

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

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

The Notes were redeemed by the Company on 25th July 2002.
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28 HRHMAEE

BEMEAIE (W19

BEMIRITER (B at20)

25 EIEBIIE

REA—H
EEHER RER) H
(H17£5)

WARB=+H

BIAT AR B

IR ER R
HIEE

RIZBZ=FA=+H " LEEKM
HAERE LBREZEEHAEELR

(==
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24 OTHER LONG-TERM LIABILITIES

Obligations under finance
leases (Note 19]
Secured bank loans (Note 20)

25 DEFERRED TAKATION

At 1st July
(Credited)/charged to profit and

loss account (Note 5]

At 30th June

Provided for in respect of

Accelerated depreciation allowances

Tax losses

KEE
Group
—BT=F _TT_F
2003 2002
BETT BEFT
HK$’000 HK$'000
263 5,064
18,586 16,285
18,849 21,349
AEE
Group

—BB=F _TT_F
2003 2002
BETFIT BT T
HKS$’000 HK$'000
5,671 5,068
(4,506) 603
1,165 5,671
4,561 5,671
(3,396) —
1,165 5,671

As at 30th June 2003, there was no material unprovided deferred tax

assets or liahilities.
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R —TT=FNA=1THIFFE

RERERERMEE

() BRBLAT (B1R) BRI ERE

REERAFHEZHERER

BRBAT (B8R a A

BEZEERENE

REREAEREZ
BEBEENE

%%W%%%

EXREZRERBE

B AR M3
TERRESHME

QE:L e S SlkoE=itn)

“ﬁﬁEZﬁmﬁ@

HEETEE W) BiE

BRI

T AR

ReEWEIEZ T & 2 Bih

EF
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NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

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

operations

(Loss)/profit before taxation

Depreciation of owned fixed assets

Depreciation of fixed assets held
under finance leases

Interest income

Amortisation of film rights

Impairment losses of film rights

Werite-off of film rights

Interest on bank loans and overdrafts

Interest element of convertible notes

Interest element of finance leases

(Gain)/loss on disposal of fixed assets

Increase in film deposits

Provision for slow-moving inventories

Provision for irrecoverable film deposits

Operating profit before working
capital changes
Decrease in inventories
Decrease in accounts receivable
Decrease/(increase) in depaosits paid
and prepayments
Decrease/(increase) in pledged
bank deposits
Decrease in accounts payable
(Decreasel/increase in other payables,
deposits received, accrued charges and

amount due to ultimate holding company

Net cash inflow generated from operations

AEH
Group

—EE=F _—TEZF
2003 2002
BT T BB F T
HK$’000 HK$'000
(34,112) 14,865
14,740 11,979
9,681 12,910
(616) (1,248)
123,972 132,326
317,104 22,400
324 942

763 925

— 7,951

360 916

m 16
(16,049) (342)
955 —
1,552 1,865
138,673 205,505
1,989 1,471
6,940 7,939
2,720 (10,843)
3,000 (5,000)
4,3717) (1,291)
(8,851) 18,816
140,094 216,597




Notes to the Accounts
BR B M

For the year ended 30th June 2003
R —TT=FNA=1THIFFE

26 RETREREBRME @) 26 NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

(Cont’'d]
) FRBFESE DN (b)  Analysis of changes in financing during the year
ZBEZF - o3
2003 2002

BA& HEEE RA HERE
(BfFEE) ROEX BE URRES B8 EFRE (BEEE)  BOEX RE TRRRE ek

Share Obligations Share Obligations

capital under capital under

including Bank finance  Convertible Dividend including Bank finance  Convertible

premium loans leases notes Total payable premium loans leases notes Total

BETR  BETT  E¥Tm  EBETn B¥Th BT EETr BT EETn E¥Tn BETr
Hik$'000 ik$'000 Hiks'000 Hiks'000 Hiks'000 HK§000 HK8000 HK$000 HK$ 000 HK8000 HK$ 000

“tA-H
At 1st July 85,382 21,100 14,560 54,110 175,152 — 83,628 29,552 25,820 54,110 193,110
Be (Rit) /A
Cash (outflow)/

inflow - 3,141 (9,856) (54,1100 (60,225) (1,108)
MABRR BRI

2B (Wia1)
Issue of shares as

scrip dividends

(Note 21 (al] - - - - -
REBEZHEHH

ERRRXH
Interest element

of finance lease

charged to profit

and loss account - - 360 - 360 - - — 916 - 916
MERZENSHH

ERRRXH
Interest element of

convertible notes

charged to profit

and loss account - - - - - - - — - 1,092 1,092
REAREERREMR
Inception of

finance lease - - - - - — — - 300 - 300
BE
Dividends - - - - - 1,105 — - — — 1,105

(8.452) (12,476) (1,092) (23,125)

1754 - - - 1,754

RAA=TH
At 30th June 85,382 24,841 5,064 - 115,281 — 85,382 21,100 14,560 54,110 175,152
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26 REREREBRWE @ 26 NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

(Cont’'d]
c) HE—FEKEBAR (c) Sale of a subsidiary
—EE=F _TEZF
2003 2002
BT T BB F T
HKS$’000 HK$'000
HEZHEEE /(AR : Net assets/(liabilities) disposed of:
ENS Inventories 10 —
Bt e RIEMNFKIE Deposits paid and prepayments 4,027 —
WITHEERRE Bank balances and cash 314 —
HEMmEMAHIE  BWET$ Other payables, deposits received
REF and accrued charges (4,351 —
MEARMLEEBREREZNEB AR The consolidation for sale of a subsidiary is determined with reference to
REEBHZFEEBME ° its underlying net asset value on the date of disposal.
W) HE-—HEHBATNEEZEER (d) Analysis of the net outflow in respect of the sale of a subsidiary:
RSN
—2E=F CZTT-F
2003 2002
BT T BB F T
HKS$’000 HK$'000
RERE Cash Consideration — —
HEZRITEFERAS Bank balances and cash disposed of (319 —
HE—HMNBRAREELZ Net cash outflow in respect
RembFE of the sale of a subsidiary (318 —
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Notes to the Accounts
BR B M

For the year ended 30th June 2003
HE-FE=FAA=+ALFE

21 RITAE

RZZZ=FA=1H F~£EE%
EIRTTHe (18R 7781 & 4978 % 95,000,000
T (ZZEZT 4 : #%102,000,000
7o) WLATIISREE - AEED
A H$ 49#%30,000,0007T (ZFF
— 4 : #1%35,000,0007T) :

() MAKRERBZAMENFRELSS

—ROREMRE

i) PARRE—FEME AR 2 EBRFR
784,000,000 (ZZZZF : B
#7,000,0007T) fEEHA ¢ K

(i) AARFIREATER -
28 RIRFFEA

R-ZZ-_FUA+EH BUE=F
EEBINERAR ([EE]) HARAE
BEMBAREFTRERR AR (BT
L)) IREZ RIVEEFDEEBRA -

BT PSR RPIEEETIREERE
% 14935,871.65% T (HERN B
7,299,798.847T) - ERDZF—WHER
[IHEE] 2 EBF ([REF]) 28l
A ©

RESEIER ST =F_A_1+—
HEEZES ([1BS))  EFIRLER
ShBEMREELHE%5495,699.80
T BIEFIREE 5L 5% B ¥ M f Miramax
Films (BIRZ B 52 2 i #ERE A A) WE 2 56
DIEERERBRRE NS - BRIE
ZES  BEFRENARERY AR
75 #350,905.307C 2 I B K B IE S
FTFEsbn &R - MR LMFEERZ
TE-F-A-+—HEHEIN R
SRS A MFRIE - ARIES I
HEARRR 2 ¥8 5 81935,871.65F T (B
RAE#7,299,798.8470) 2 Fi B RIE -
MR TFIRE G RREER RSB HRT
BEE4) A 1,804,099.04 T (BN &
7.299,798.84 08 /& #5,495,699.80
T0) 2 SRIBHEITIE ©

27 BANKING FACILITIES

As at 30th June 2003, banking facilities of approximately HK$395 million
(2002: HK$102million) granted by banks to the Group, of which
approximately HK$30 million (2002: HK$35million) have been utilised by
the Group, were secured by the following:

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

(i) charge on time deposit of a subsidiary of the Company of HK$4
million (2002: HK$7million); and

(iii)  corporate guarantees given by the Company.
28 PENDING LITIGATIONS

A Court of First Instance was commenced in Hong Kong on 17th April,
2002 by The Star Overseas Limited (“Star”), an independent third party,
against Universe Entertainment Limited (“UEL"), a wholly-owned subsidiary
of the Company.

By the above action, Star alleges that a sum of US$935,871.65 (equivalent
to HK$7,299,798.84) was payable by UEL to Star as its share of the
revenue of the movie entitled “Shaolin Soccer” (the “Movie").

Pursuant to an Order (the “Order”) made by High Court on 21st February,
2003, UEL was ordered and has paid to Star a sum of HK$5,495,699.80,
being part of the licence fee of the Movie received by UEL from Miramax
Films (being the licencee of the Movie) and which was also part of the
sum claimed by Star and interest in the sum of HK$350,905.30. Pursuant
to the Order, UEL is also liable to pay Star some of the costs of the
application leading to the making of the Order, which has not been settled.
As the Order has not disposed of all the claims of US$935,871.65
(equivalent to HK$7,299,798.84) by Star, UEL is entitled to continue to
defend the claim by Star for recovering the remaining balance in the sum
of approximately HK$1,804,099.04 (HK$7,299,798.84 less
HK$5,495,699.80).
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BE _TLE=FNA=1THILFE

28 RIRFA B

REZZ_FHA=1H  EFRER
ERZFHERSHK  EPaERRET
EMAMBETRRERZETEN - B
FRREEIR 6 F H 2 & I AR
FRER X BEETRNBLUL S BEE
X -BEREEONE -

RZFZ-FALANE AR TZ%iéi
BHERARAETHENEZBERA
([RTEs]) AEEERILET ﬁEETEdt
LR AT RF TR M A E 2 E A
Sk - BEF RSB A L RETR
MRZZ —IIEBERX -

RiZEBRZER - BRBREIRE
EREBE BT - A EFSRR
HREFRENREZERL TELHEE
BREAMBEZE -

R EXFEREEN  RZTT=FX
=t+8 REFAH  AAFIEEMA
B8 A B W S B HE A EAFRAER
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(a) EAEKIE
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28 PENDING LITIGATIONS (contd)

On 30th April 2002, UEL issued a Writ of Summons against Star for
inter alia the latter's wrongful exploitation of certain rights co-owned by
both parties. UEL claimed to recover inter alia loss and damages or account
of profits suffered by UEL as a result of the wrongful exploitation.

On 9th September 2002, Universe Laser & Video Co. Limited ("ULV"), a
wholly owned subsidiary of the Company issued a Writ of Summons against
Star for infringement of the licensed rights in the Mavie held by ULV. ULV
claimed to recover all economic losses as a result of the said infringement.

In the opinion of legal counsel, it is premature to predict the outcome of
the claims against UEL. However, the Board of directors are of the opinion
that the outcome of the claims against UEL will not have material financial
effect on the Group.

Save as disclosed above, as at 30th June 2003, no litigation or claim of

material importance is known to the Directors to be pending against either
the Company or any of its subsidiaries.

29 COMMITMENTS

(a) Capital commitments

As at 30th June 2003, the Group had commitments contracted
but not provided for in these accounts as follows:

EEH

Group
—EE=HF CZTT=F
2003 2002
BT T BT T
HK$’000 HK$'000

Purchase of film rights

and production of films 72,121 44,482
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BE _TLE=FNA=1THILFE

29 EiE (©)
(h) KEHEERE

RZEZ=FA=+H " &%
ERBAAAE  SEHEMN
ARRXAN 7 AR E R AL
-

T REF
E—FER
FEEFERTNA

ARBR-_ZTZ=FRA=1H
WEAMAEE (ST - F :
&) -

30 AEEALZRS

F@i—qyfiﬂﬂ THIEFE -
FREMNBEFZERAR (BARAEZH
L&W“%%%ﬁ%2m$&ﬁﬁ“
UMBAREERAFI R KEERBR
‘A 8] ([f &Globalcrest Enterprises Limited
ZEERBIHMBAR) ARXNEE
B#300,000C (22 =F  8) B
#240,000C (Z 2T _F : B
720,0007T) °

fr EXFRRETEE MR E TN AKE
WEFVEBEABREALRS - &
ER/ LR Z L —REEEFN B
BERGHAET -

29 COMMITMENTS (contd)

(b) Commitments under operating leases

At 30th June 2003, the Group had future aggregate minimum lease
payments under non-cancellable operating leases as follows:

AEE

Group
—EE=ZF BT _F
2003 2002
BETT BT T
HKS$’000 HK$'000

Land and buildings
Not later than one year — 108
Later than one year and not later

than five years — 72

— 180

The Company did not have any commitments at 30th June 2003 (2002:
Nil).

30 RELATED PARTY TRANSACTIONS

During the year ended 30th June 2003, Universe Laser & Video Co.
Limited, a subsidiary of the Company, had paid rental on motor vehicles
and apartment leased for directors of HK$300,000 (2002: Nil) and
HK$240,000 (2002: HK$720,000) to Mightlong Investments Limited
and Mass Express Development Limited, respectively. They are wholly
owned subsidiaries of Globalcrest Enterprises Limited.

Save as disclosed above or elsewhere in these accounts, no other material
related party transactions have been entered into by the Group. The
directors are of the opinion that the above transactions were conducted
on normal commercial terms in the ordinary and usual course of business.
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BE _TLE=FNA=1THILFE

31 FERRER
A—EE=FLA-tAA  EFEBE
BERE AR -TT=FNA
tABBIRRR AR BEE (TREE
IR BB AN 2 RR) RS AW
BRI B BT — RGEAR AR 2 2
LAZEE (BB ¥ 0.087C317478,201,790A%

31 SUBSEQUENT EVENTS

On 29th July 2003, the Board of Directors approved a rights issue for
478,201,790 shares at an issue price of HK$0.08 per rights share on
the basis of one rights share for every two existing share held by members
on the register of members on 19th August 2003 (excluding those
shareholders with registered addresses outside Hong Kong). The
transaction was completed on 8th September 2003 and the net proceeds

EFE

Pty - ZFERZER_ZZ=FNAN

Bk A2

37,684,0007T 2 T8

AE MR KB
THFE ¢

HEZE-THBHERARAR_ZE
=FNATABHEZBEERER -

32 WEAH

RZZBEZ=FA=1H  XREHEF
INTHEBAR < Em
B3l
=x Z i B
Place of
incorporation/
Name operation
#* Universe Films (Holdings) KBEX
Limited B/ BE
British Virgin

Islands/Hong Kong

EFEH S ARRA A e

Universe Laser & Video Hong Kong
Co. Limited

EFERBETARAR HE

Universe Films Hong Kong
Distribution Company
Limited

EFEBERARARFN —TZ=-FFR

of approximately HK$37,684,000 were received by the Company.

Further details of the rights issue are set out in the prospectus of the

Company dated 19th August 2003.

32 SUBSIDIARIES

As at 30th June 2003, the Company held interests in the following

subsidiaries:—
ERTR DA R
BERA BRAEBDH
Issued and Percentage of
fully paid up equity held by
share capital the Company
HiE SE
Direct Indirect
Rl N 100 —
1007t
Ordinary 100 —
Us$100
LR — 100
7 #1,000,0007T
Ordinary — 100
HK$1,000,000
TR AR — 100
BT
Ordinary — 100
HK$2

ETEEH

Principal activities

BEE

Investment holding

AR B SR 2 ) U3 7T
BY REREZIRE
Distribution of films
in various videogram
formats and sub-licensing
of film rights

IR E R E
REE
Sub-licensing of
film rights and film
exhibition
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AR B M &

For the year ended 30th June 2003
BE _TLE=FNA=1THILFE

32 MEBLAT @

=L

EFEURBEBERAT

Universe Interactive

Limited

EFEABEERAA

Universe Information

Technology Limited

* Simple Trading Company
Limited

EFEBRERERAR

Universe Information &

Entertainment Limited
EFIEERARARA

Universe Industrial

Development Limited

REMESL,
2 i B

Place of
incorporation/

operation

=B

Hong Kong

=B

Hong Kong

BB

Hong Kong

=B

Hong Kong

B

Hong Kong

32 SUBSIDIARIES (Cont'a)

BERITR
BERAK
Issued and
fully paid up

share capital

EER AR
7S #1007t
Ordinary
HK$100

EEABAR

78 #10,0007T
5%l AE A AR
78 #10,0007T
Ordinary
HK$10,000
5% deferred
HK$10,000

EERA
BT
Ordinary

HK$2

BRI
ot
Ordinary

HK$2

=R LN
BT
Ordinary

HK$2

RRQF
& NE D

Percentage o

f

equity held by

the Company
HE

Direct Indi

a2

rect

100

100

100

100

100

100

100

100

100

100

FTEXK

Principal activities

Operation of a web site

AT R E QSR BT

=2,
EN- A

Distribution of films
in various videogram

formats

JIcY
=)
i3
M

Inactive

8
B
i3
e

Inactive

HEWRRRE

Leasing of machinery

and equipment
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AR B M &

For the year ended 30th June 2003
BE _TLE=FNA=1THILFE

32 WMEAR @ 32 SUBSIDIARIES (Cont'a)
MR BERITR KD B
=E 2 i B R B A RAEBD FEER
Place of Issued and Percentage of
incorporation/ fully paid up equity held by
Name operation share capital the Company Principal activities
=k ;3 SF:3
Direct Indirect
ETFEEBARAF HE EER AR — 100 A AN 5 B SR OB I AR S
710,000
5% IE A A
75 110,0007T
Universe Management Hong Kong Ordinary — 100 Provision of management
Services Limited HK$10,000 services to the Group
5% deferred
HK$10,000
EFREBER QA RERXZ TR AR — 100 KREEHEIE
He/ BE 2%
Universe Entertainment British Virgin Ordinary — 100 Investment in films
Limited Islands/Hong Us$2 production
Kong
* Universe Pictures BBERL TRRA — 100 REE R ERIE
International Limited B & 2FETT
British Virgin Ordinary — 100 Film acquisition agent
Islands/Hong us$2 for the Group
Kong
EFMEREERAF =B R — 100 FEME
e
Universe Property Hong Kong Ordinary — 100 Properties holding
Investment Limited HK$2
EF (B IRRERAF e TR AR — 100 BEER
BHarT
Universe (China) Hong Kong Ordinary — 100 Investment halding
Development Limited HK$2
EFERERARRAA —Z2T=FF%
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AR B M &

For the year ended 30th June 2003
R —TT=FNA=1THIFFE

32 MEBLAT @

=L

* Globalink Advertising
Limited

WARAMEE AR QA

Century Creator Company

Limited
HEREERRAF

Matrix Productions

Company Limited
HUSE B RIERR AR
Digital Programme

Production Limited
EFEEREERA

Universe International

Technology Limited
EFEAEBERA

Universe Artiste

Management Limited

REMESL,
2 i B

Place of
incorporation/

operation

&8

Hong Kong

5

Hong Kong

B

Hong Kong

)

Hong Kong

)

Hong Kong

B

Hong Kong

32 SUBSIDIARIES (Cont'a)

BERITR KD B
R B A RAEBD FEER
Issued and Percentage of
fully paid up equity held by
share capital the Company Principal activities
=k ;3 SF:3
Direct Indirect
EREL &N — 100 REHEZEERE
BT
Ordinary — 100 Advertising agent
HK$2 for the Group
Timk A — 100 BEFEUE
BT
Ordinary — 100 Investment in films
HK$2 production
ERlEEN — 100 REEBFEUE
BHart
Ordinary — 100 Investment in films
HK$2 production
Ll &N — 100 BUEIREE A FE B
BT
Ordinary — 100 Production of
HK$2 infotainment
pragramme
Ll &N — 100 REEZ FERE
BT
Ordinary — 100 Purchasing agent
HK$2 for the Group
TR AR — 100 EBEHBEA
27T
Ordinary — 100 Management of
HK$2 contracted artistes
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AR B M &

For the year ended 30th June 2003
R —TT=FNA=1THIFFE

32 MEBLAT @

HEMRYEE
=E 2 i 26
Place of
incorporation/
Name operation
* Films Station Production %
Limited
Hong Kong
BFELERAF B
Universe Music Limited Hong Kong
EFEXARRAA e
Universe Films Limited Hong Kong
EFANBEEARAA aBE
(FIFE - EFER
BRAT)
Universe Intellectual Hong Kong
Property Limited
(Formerly known as
China Growth
International Limited)
b & A RIIR A ST XX B E

33 BAERQF

EEZRE REBEXHSHEMKILZ
Globalcrest Enterpr‘lses Limited &2~ &

Zﬂizﬁ IL ﬂ/\m °

34 #AEKRE

REER - ZZE=F+HA_t+HEES

SHUE

FEEZRER QA

A
At
|11
s
o
i

32 SUBSIDIARIES (Cont'a)

BBTR VNN D € 55
R B A RAEARBD FEER
Issued and Percentage of
fully paid up equity held by
share capital the Company Principal activities
HiE ik
Direct Indirect
R — 100 BERE
ok
Ordinary — 100 Films production
HK$2
TR AR — 100 VA [R) 8545 2 Il S0 B8 77
B2 B
Ordinary — 100 Distribution of films in
HK$2 various videogram formats
T mAg A — 100 LA [R) 8545 22 o 1Rl S0 B8 77
Bisart B
Ordinary — 100 Distribution of films in
HK$2 various videogram formats
L3R A — 100 B
BT
Ordinary — 100 Inactive
HK$2

No registered Chinese names for these companies

33 ULTIMATE HOLDING COMPANY

The directors regard Globalcrest Enterprises Limited, a company
incorporated in the British Virgin Islands, as being the ultimate holding
company of the Company.

34 APPROVAL OF ACCOUNTS

The accounts were approved by the board of directors on 20th October
2003.



