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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 films, sub-licensing of film rights and sale of
advertising rights for advertisements placing on
video products and videos.

In the current year, the Group has adopted, for the
first time, the following Hong Kong Financial
Reporting Standard (“HKFRS”) issued by the Hong
Kong Society of Accountants (“HKSA”). The term
HKFRS is inclusive of Statements of Standard
Accounting Practice (“SSAP(s)”) and Interpretations
approved by the HKSA:

SSAP 12 (Revised): Income Taxes

The principal effect of the implementation of SSAP
12 (Revised) is in relation to deferred tax. In
previous years, partial provision was made for
deferred tax using the income statement liability
method, i.e. a liability was recognised in respect of
timing differences arising, except where those timing
differences were not expected to reverse in the
foreseeable future. SSAP 12 (Revised) requires the
adoption of a balance sheet liability method, whereby
deferred tax is recognised in respect of all
temporary differences between the carrying amount
of assets and liabilities in the financial statements
and the corresponding tax bases used in the
computation of taxable profit, with limited
exceptions. The adoption of this SSAP has had no
material effect on the results for the current or
prior accounting years. Accordingly, no prior year
adjustment has been required.
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For the year ended 31st December, 2003 & 2

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 to the effective date of disposal,
as appropriate.

Revenue recognition

Revenue from the distribution of films is recognised
when the video products or master materials of
films are delivered to customers and the title has
passed.

Revenue from sub-licensing of film rights is
recognised upon delivery of the master materials
of films to customers.

Revenue from sales of advertising rights is
recognised when the right to receive payment is
established.

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

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

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

Taxation

Income tax expense represents the sum of the tax
currently payable and deferred tax.

The tax currently payable is based on taxable profit
for the year. Taxable profit differs from net profit as
reported in the income statement because it
excludes items of income and expense that are
taxable or deductible in other years, and it further
excludes income statement items that are never
taxable and deductible.
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For the year ended 31st December, 2003 HZE_-TE=F+_-_HA=+—HI FE

Taxation (Continued)

Deferred tax is the tax expected to be payable or
recoverable on differences between the carrying
amounts of assets and liabilities in the financial
statements and the corresponding tax bases used
in the computation of taxable profit, and is
accounted for using the balance sheet liability
method. Deferred tax liabilities are generally
recognised for all taxable temporary differences, and
deferred tax assets are recognised to the extent
that it is probable that taxable profits will be
available against which deductible temporary
differences can be utilised. Such assets and liabilities
are not recognised if the temporary difference arises
from goodwill (or negative goodwill) or from the
initial recognition (other than in a business
combination) of other assets and liabilities in a
transaction that affects neither the taxable profit
nor the accounting profit.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries and associates, except where the Group
is able to control the reversal of the temporary
difference and it is probable that the temporary
difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is
reviewed at each balance sheet date and reduced
to the extent that it is no longer probable that
sufficient taxable profits will be available to allow
all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are
expected to apply in the year when the liability is
settled or the asset realised. Deferred tax is charged
or credited in the income statement, except when
it relates to items charged or credited directly to
equity in which case the deferred tax is also dealt
with in equity.
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Property, plant and equipment

Property, plant and equipment are stated at cost or
valuation less accumulated depreciation and

amortisation 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.

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

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

Leasehold land Over the unexpired
period of the lease
Buildings 2% on straight-line basis

Leasehold improvements 33.3% on reducing
balance basis
Office equipment 20% on reducing balance
basis
Motor vehicles 20% on reducing balance
basis
Furniture and fixtures 15% on reducing balance

basis

For the year ended 31st December, 2003 #HZE_-—FET=F+ A=+ —HILFE

ME - BERRE

WE - BB RREVIZKASHGERR
sHIT & B S DA MBI REDRERB B A
E\E o

HETwEEFRAEEGERZ
NFEME)  RMERZ REFITE REM
REHEBRIFABEAGBR - TR
BTEEMETER  AEEEERE
BEREBEEE ARV EFEMSZEE
WELHRERNER -

METHRBFEHBEMRTADEE
HREER R —EERCERSMAX
ZEfRERD - RIBREM[IBER/T
Agsk - BAB MR 2 E[BESER
AR - WMAEGBEEMES ZREFE
MAOBREHEEE LRBEHZEMER
mer(nA)  HERINERS - RER
HEXERCDEGHEER - BEZER
BHBERERBEN -

ME - BERZEIIRBEMETRIERE
EEEAEAFRAETERE
VAR SE R AN S (B - i P A 2 B R 4R
T

HE LT BEAOF &1
BF PAE R R2%
HEMERE URBERREZ33.3%

VA 8 B8 R JRLE 12 20%

AE VA B4 BRIR BUE 12 20%
BRRKE VAR BRIR BUE IR 15%



For the year ended 31st December, 2003 & 2

Property, plant and equipment (Continued)

The gain or loss arising on the disposal or
retirement of an asset is determined as the
difference between the sales proceeds and the
carrying amount of the asset and is recognised in
the income statement.

Film rights

Film rights, which are rights for the reproduction
and distribution of films and sub-licensing of film
rights, are stated at cost less accumulated
amortisation and any accumulated impairment losses.

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 films and sub-
licensing of film 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 not to be amortised within twelve
months from the balance sheet date is reported as

a non-current asset.

Investments in subsidiaries

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

impairment loss.

Other asset

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

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

Goodwill is capitalised and amortised on a straight-
line basis over its useful economic life. Goodwill
arising on the acquisition of subsidiaries is presented
separately in the consolidated balance sheet.

Interests in associates

The consolidated income statement includes the
Group’s share of the post-acquisition results of its
associates for the year. In the consolidated balance
sheet, interests in associates are stated at the
Group’s share of the net assets of the associates,
less any identified impairment loss. When the Group
transacts with its associates, unrealised profits and
losses are eliminated to the extent of the Group’s
interest in the relevant associates, except where
unrealised loss provide evidence of an impairment
of the asset transferred.

Club memberships

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

Inventories

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

Film rights deposits

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

commitment.
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For the year ended 31st December, 2003 HZE_-TE=F+_-_HA=+—HI FE

Film rights deposits (Continued)

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

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

Deferred income

Deferred income represents unrealised profit arising
from the delivery of master materials in respect of
the sub-licensing of film rights to an associate under
the sub-licensing agreement. Unrealised profit arising
from delivery of master materials will be recognised
by the Group when the lost of the relevant portion
of film rights has been charged to the associate’s

income statement.
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 to the lessor, net of interest
charges, is included in the balance sheet as a finance
lease obligation. Finance costs are charged to the
income statement over the term of the relevant
lease so as to produce a constant periodic rate of
charge on the remaining balance of the obligations
for each accounting period.

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

lease term.
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Convertible notes payable

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

Retirement benefits costs

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

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.

Distribution of films BITEY

Sub-licensing of film rights

Sale of advertising rights iH & B

BREZRITHE
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For the year ended 31st December, 2003 & 2

Business segments

For management purposes, the Group is currently

organised into three operating divisions, namely

distribution, sub-licensing and sale 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

Sale of
advertising
rights

Distribution of films

Sub-licensing of film rights

Sale of advertising rights for
advertisements placing on
video products and videos

Segment information about these businesses for the
years ended 3Ist December, 2003 and 2002 is

presented below.

Consolidated income statement for the year
ended 31st December, 2003

Riche Multi-Media Holdings Limited ® Annual Report 2003

Distribution
B
HK$’000
FER
Turnover EED 163,722
Segment profit before HEtEE
amortisation of other BEREY
asset, impairment loss BT ERR
recognised in respect of REBBR
film rights and loss on HENE K=
disposal of property, RS EEEmN
plant and equipment pdan: gl 118,081
Amortisation of other asset ,Hfﬁl 5?@&% =
Impairment loss recognised in BRRMHZE
respect of film rights BRRESSR (62)
Loss on disposal of property, HENSE  BE
plant and equipment HEEE )
Segment profit 7 #0s Fl 118,015
Unallocated corporate income ROMEBKA
Unallocated corporate expenses AOREERX
Profit from operations BERM
Finance costs BEER
Profit before taxation B ¢ A 7
Taxation credit hEEe
Net profit for the year REFRNFHE
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ZEaRER
Sale of
advertising
Sub-licensing rights  Consolidated
BERROTE  HEREH )
HK$°000 HK$’000 HK$’000
TEx TEx TER
38,006 5,268 206,996
12,310 3,126 133,517
(6,644) - (6,644)
(1,400) - (1,462)
- - “
4,266 3,126 125,407
1,849
(10,827)
116,429
(340)
116,089
1,040
117,129
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For the year ended 31st December, 2003 #HZE_-—FET=F+ A=+ —HILFE

Consolidated balance sheet at 31st December, R-BE=F+-A=+—HZHEE
2003 ERER
Sale of
advertising
Distribution  Sub-licensing rights  Consolidated
BT EBRRT HERERE &
HK$°000 HK$°000 HK$°000 HK$°000
FET FET FET FET
ASSETS ¥E
Segment assets AHEE 85,397 98,166 5,269 188,832
Interests in associates BeENEER = 160,000 = 160,000
Unallocated corporate assets FOREEEE 98,269
Consolidated total assets DABERE 447,101
LIABILITIES 8f
Segment liabilities NHEE 18,437 32,343 - 50,780
Unallocated corporate liabilities FOREEEE 58,666
Consolidated total liabilities FeBRLE 109,446
Other information for the year ended 31st BE_ZZ=F+-A=+—-HLEE
December, 2003 ZH &R
Sale of
advertising
Distribution Sub-licensing rights Unallocated Consolidated
BT ERROE HEESH RAE RE

HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
TR TR TR TR TR

Additions of property, REME

plant and equipment EE - - - 1,754 1,754
Additions of film rights REEFETE 18,145 26,226 - = 44,371
Allowance for bad and RERRE

doubtful debts - 88 - - 88
Allowance for inventory REGERE

obsolescence 487 - - - 487

Depreciation and amortisation TEREHE 31,375 37,031 —_ 471 68,883
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For the year ended 31st December, 2003 HZE_-TE=F+_-_HA=+—HI FE

Consolidated income statement for the year
ended 31st December, 2002

Turnover

Segment profit before amortisation
of other asset, impairment losses
recognised in respect of other
asset and film rights and loss
on disposal of property, plant
and equipment

Amortisation of other asset

Impairment loss recognised in
respect of film rights

Impairment loss recognised
in respect of other asset

Loss on disposal of property,
plant and equipment

Segment (loss) profit

Unallocated corporate income

Unallocated corporate expenses

Loss on disposal of property, plant
and equipment — unallocated

Loss from operations
Finance costs

Loss on disposal of a subsidiary

Loss before taxation
Taxation credit

Net loss for the year

EX8

HEEHE
EHEEREY
RITECEHER
REBRRLE
nx - BERRE
BEAZ 2 W

HiEEHH

EFRTELE
ERREBR

EEEZCER
REER

HENE  BER
REER

28 (BR) &H

ADEEERA
APEEERX
HENE  BER
REEE — AOE
K2EHR

BEERA
LENBRARBR

BHAEBR
HAER

rERBERFE

Distribution
B17
HK$°000
FEL

34,320

9,696

(4,465)

(13,574)

(8.343)

BE-_ZEZ_F+-A=1+—HLEE

ZEaRER
Sale of
advertising
Sub-licensing rights
BERETE  HERSE
HK$°000 HK$°000
TET TET
43,523 11,600
18,851 9,332
(9,520) —
(3,114) —
(25,087) —
(18,870) 9,332

Consolidated
= A
N

HK$'000
TR

89,443

37,879
(9,520)

(7,579)
(25,087)
(13,574)

(17,881)

1218
(7,534)

(934)
(25,131
(240)
(1,100)

(26,471
1,186

(25,285)
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For the year ended 31st December, 2003 # Z

Consolidated balance sheet 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

Other information for the year ended 3Ist

December, 2002

Additions of property, plant
and equipment

Additions of film rights

Allowance for bad and
doubtful debts

Allowance for inventory
obsolescence

Depreciation and amortisation

IS
B
Distribution
BT
HK$000
7"'/’575
BE
PHEE 74,083
BENAER —
FOREEEE
REEELE
8
NHEE 8,625
FOEREBERE
DAAERE
H
prd
Distribution  Sub-licensing
B ERBOE
HK$'000 HK$'000
FETL FETL
NENE  BE
B 405 405
ANEEFETE 39,238 23,203
REERE
989 —
BREGEEE
1,757 —
FEREH 22,966 20,815
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—EE-_F+-A=+-HZ&HKEE

BEX

Sub-licensing
BR%ITE
HK$°000
TET

89,064

160,000

43,979

E-FEEC
Hih &R

Sale of
advertising
rights
HERS®E
HK$°000
TET

2,268

Sale of
advertising
rights

HERSHE

HK$'000
TR

UnaIIocated
ﬂi /'\

HK$’ 000

7"'/’575

169

55

366

Consolidated
> A

N
HK$°000
7"'/’575

163,147

160,000
8,345

331,492

52,604

58,784

111,388

Ft=-A=t+-HLFE

Consolidated
b= A

HK$°000
FET

979
62,44|
1,044

1,757
46,415
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Geographical segments

The Group’s operations are substantially located in

Hong Kong and Macau. Thus, no geographical analysis

for the carrying amount of segment assets 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:

The People’s Republic of
China excluding Hong Kong,
Macau and Taiwan (the “PRC”)
Hong Kong and Macau

Interest income on bank deposits
Interest income on

convertible notes
Sundry income

hEARKEME

(% RMRAHE

BrRoh) (TR E )
& KR FT

RITHERZ M B WA
ABRRERZ

M B WA

FETE WA

i & 7 &P

REBZEBIEMNEE KRR - B
- WEEINBHELMEE - AED
X BERRBREVEEREEZL
BT e

TRBAKERTZE D ZHERD
T

2003 2002
—EE=F —EEF
HK$’000 HK$’000
FET FAETT
203,883 75,068
3,113 14,375
206,996 89,443
2003 2002
—EE=fF —EE-F
HK$°000 HK$°000
FET FAETT

55 78

1,600 1,135

194 5

1,849 1,218

47



48 Riche Multi-Media Holdings Limited ® Annual Report 2003

For the year ended 31st December, 2003 #HZE_-—FET=F+ A=+ —HILFE

Profit (loss) from operations has mE RN (BE) Mk
been arrived at after charging: TA&IE
Allowance for bad and doubtful R 28R # &
debts (included in (Bt AFTEHAR)
administrative expenses)
Allowance for inventory PREFERE
obsolescence (included in (BEtAEENR)

cost of sales)
Amortisation of film rights B BITREE

(included in cost of sales) (B sF AHEKR)

Amortisation of goodwill 7272 8 4
(included in administrative (Bt ATTEFAX)
expenses)

Amortisation of other asset H & A 8
(included in administrative (BEtAITHAX)
expenses)

Auditors’ remuneration % BURD B &

Cost of inventories sold EEFEXA
(included in cost of sales) (B s ASHEKAK)

Depreciation of property, plant  #1% - 5 k& &
and equipment: e

— owned assets — BHERE
— leased assets —HEAE
Operating lease rental in respect MHEWHE2KE
of rented premises MM
Staff costs including directors’ = IS N

(BREEHE) :

— #FE o R
kB =

— RIREFIET B

emoluments:
— salaries, allowances and
benefits in kind
— contributions to retirement
benefits scheme

AR TLE PO B R
ZEHZ e

Interest on borrowings wholly
repayable within five years:

— convertible notes payable — ENABRRER
— a finance lease — BEMLDY

2003 2002
—EE=F —EFE-F
HK$’000 HK$’000
F#ET FAETT
88 1,044

487 1,757
57,818 34,657
3,105 —
6,644 9,520
700 723
4,912 3,197
1,303 2,222
13 16
1,316 2,238
1,300 815
8,310 6,373
152 177
8,462 6,550
2003 2002
—EE=F —EE-F
HK$’000 HK$’000
F#ET F#ET
338 238

2 2

340 240
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2003 2002
—EE=F e
HK$°000 HK$°000
FET FET
Fees: e -
— Executive directors WITES —_ =
— Independent non-executive — BUNITES
directors 240 240
Other emoluments paid to ENTHITESEZ
executive directors: EMmme :
— Salaries, allowances and — H& - A
benefits in kind EEMH @ 1,548 1,548
— Contributions to retirement — RIKBFIET &
benefits scheme = 12 12
1,800 1,800
The emoluments of the directors were within the EEvMeHmEDOT ¢
following bands:
Number of Number of
directors directors
BEEAY BEEAH
2003 2002
—EE=HF —EE-F
Nil to HK$1,000,000 = £ 1,000,000/ 7T, 4 5
HK$1,500,001 to HK$2,000,000 1,500,001 JT & 2,000,0007% JT | |
During the year, no emoluments were paid by the FA - ANEEE R E F XA A B
Group to the directors as an inducement to join or T ERMARE B 2 5B ok Bt B

.

upon joining the Group or as compensation for
loss of office. None of the directors has waived any
emoluments during the year.

B -HMEEERNFAREEMME -
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Of the five individuals with highest emoluments of
the Group, one (2002: one) was director of the
Company, whose emoluments are set out in note 9
above. The emoluments of the remaining four (2002:
four) individuals were as follows:

Salaries, allowances and e EMREDA
benefits in kind

Compensation for loss of office Bl BBk A 12

Contributions to retirement RIREFIGT 84

benefits scheme

The aggregated emoluments of each of these
remaining four (2002: four) highest paid individuals
fell within the HK$1,000,000 band for both years.

For the year ended 31st December, 2003 #HZE_-—FET=F+ A=+ —HILFE

RAEBREGERFALTHR HF—F
(ZEZ=F: —R)ALDRAESE A
B B8R XX HiEy - G (=T
ToFmB)ATZHMEHT

2003 2002

—EE=F —FE-

HK$°000 HK$°000

FET FAETT

s

1,443 1,195

— 500

35 35

1,478 1,730

WMEEARN E#HNEB(ZEZT_F : [T
BE)EEHFALTZHesEEY T
1,000,000/ 7T 2 A °

2003 2002
—EE=F —EE_F
HK$°000 HK$’000
FET T T
The taxation (charge) credit MIE () ELMT
are as follows:
Hong Kong Profits Tax BEENIFH
— current year — KFE (283) —
— underprovision — BAFERETRE
in prior years (164) =
(447) —
Transfer from deferred HEAETERIE
taxation (Note 27) (Kt 5E27) 1,487 1,186
Taxation credit attributable REBREEMEBEBR R
to the Group 1,040 1,186

Hong Kong Profits Tax for the year is calculated at
17.5% on the estimated assessable profit for the
year. No provision for Hong Kong Profits Tax was
made in prior year as the Group either had no
estimated assessable profits or its estimated
assessable profits were wholly absorbed by
estimated tax losses brought forward.

FRNBB R AFEE G5 ERTOR A
A7 5% Rt H - AR A SR B &G
RPN E G ERBEFE 2
BET AEBIEFTRIEER  RX B E
FZBRENCGHELEE -



The taxation credit for the year can be reconciled
to the profit (loss) per the consolidated income

statement as follows:

Profit (loss) before taxation

Taxation at income tax rate of
17.5% (2002: 16%)

Tax effect of income that is not
taxable in determining
taxable profit

Tax effect of expenses that are
not deductible in determining
taxable profit

Underprovision in respect of
prior years

Tax effect of estimated tax
losses for which deferred
tax assets have not been
recognised

Increase in opening deferred
tax liabilities resulting from
an increase in Hong Kong
Profits Tax rate

Taxation credit for the year

Riche Multi-Media Holdings Limited ® Annual Report 2003

2003
—EE=F
HK$°000
F#ET
Br B A m A (5 18) 116,089
ERERHEI175%
ZETF  16%)
FTEZFIE
TE SR TE FERR R 0 A B
TAIRBBA Z
Ry
2R T B SR 5 B B
AAHIB T 2
BB e 444
BAFEREEBTR

20,316

(23,641)

164
RAERBELEHIBE E
2t RIAERZ
MGEE

1,538
RREBNEHBE
&N EE A 2 AT
EIETR IR B E IR0

139

REEBEBERR (1,040)

For the year ended 31st December, 2003 HZE_-TE=F+_-_HA=+—HI FE

FA - AEGAWERAZE N (B1E)
HRoHERALOT

2002
— ST &

HK$°000
THET

(26,471)

(4,235)

(3.816)

5,523

1,342

(1,186)
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SIREARHERF (B1R) TR T3
BOEE

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

2003 2002
—EBB=F —EEF
HK$°000 HK$°000
FET F#E T
Earnings (loss) for the purposes REAEERERERF (EE)
of basic earnings (loss) per share — K FTA 2 & F| (BE) —
net profit (loss) for the year REZ RN (BE) 58 117,129 (25,285)
Effect of dilutive potential BELBERKR 2
ordinary shares: Baxe
Interest on convertible ﬁ:ﬁ—Hﬁl %
notes payable B S 338 —
Earnings (loss) for the purposes R EGRE SR T
of diluted earnings (loss) (BER)RKMAZ
per share a¥ (EHE) 117,467 (25,285)
’000 ’000
TR T
Weighted average number of R EESRERER
ordinary shares for the purposes (BER)EMAZ
of basic earnings (loss) per share I i A% N #E 39 £ 475,200 475,200
Effect of dilutive potential BELBERKR 2
ordinary shares: Haye
Share options fE R v 2,972 —
Convertible notes payable JER AT MR B 8,450 —
Weighted average number of Rt EBREERTN
ordinary share for the purposes (BER)RKMAZ
of diluted earnings (loss) TR N T 8
per share 486,622 475,200

The computation of diluted earnings per share for
the year did not assume the exercise of the
Company’s warrants as the exercise price of these
warrants was higher than the average market price
for shares.

The computation of diluted loss per share for the
year ended 31st December, 2002 did not assume
the exercise of the Company’s warrants, convertible
notes payable and share options because the effect
of exercising a warrant, a convertible note payable
and an option to subscribe for an additional share
in the Company would result in a decrease of net
loss per share.

BARLERREZ Z2TEESRERTFE
HHE BMAEAFECSREER
R EBRIRETERR R 2 RIE

B

Rg ©

ARTERRES  ENTBRREERR
%k%w%$ﬂjﬁ%hf%§ﬁ§%
BEFERY  BHLFAERE-ZT =
F+_ A=+ HLFESREEES
Rl EBREREITEARD T 2 RRER
JER IR ER R ERRE -
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Leasehold Furniture
land and Leasehold Office and
buildings  improvements equipment Motor fixtures
HELH RENE BAE vehicles BRE Total
THE GROUP A5H kEF 58 ES nE $E @it
HK$°000 HK$000 HK$000 HK$000 HK$°000 HK$°000
TET TET TET TET TET TET
COST OR VALUATION RAHME
At Ist January, 2003 —£%=-£-5-H 5,620 2,037 3,557 533 1,979 13,726
Additions HE = 100 414 1,100 140 [,754
Disposals k5 = (h - - (3) ()
Surplus on revaluation SfERH 310 = = = = 310
At 31st December, 2003 -g8=f
+ZB=1-H 5,930 2,136 3971 1,633 2,116 15,786
Comprising 2]
At cost A - 2,136 3971 1,633 2,116 9,856
At 2003 valuation ZRTCEffE 5,930 - - - - 5,930
5,930 2,136 3971 1,633 2,116 5,786
DEPRECIATION e
At Ist January, 2003 —EZ=5-f-H - 877 1,532 21 533 3,153
Charged for the year rEEER 12 413 458 101 yE)) 1316
Written back on revaluation EftREM (112) = = = = (112)
At 31st December, 2003 g4 %3
t=A=t-8 = 1,290 1,990 k1] 765 4,357
NET BOOK VALUES RAFE
At 31t December, 2003 —g8=f
+ZA=1-H 5,930 846 1,981 1,321 1,351 11,429
At 315t December, 2002 it} k2
+ZA=1+-H 5,620 [,160 2,025 m | ,446 10,573
The leasehold land and buildings of the Group are REEZHETHREFHMRES -
situated in Hong Kong and are held under medium- WiZ PR B AFE °
term leases.
The leasehold land and buildings of the Group were AREEHETHREFR_TT=F+
revalued at 3Ist December, 2003 by Grant Sherman ZRA=T—HRABUEEMEMITHE
Limited, an independent firm of professional valuers, AEERARBEERARKEARME
on an open market existing use basis. The surplus EREM - EMBHRE T AYMESHFH
arising on valuation has been credited to the R °

properties revaluation reserve account.
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Had the leasehold land and buildings been included
in these financial statements at historical cost less
accumulated depreciation, the carrying value of these
properties at 3 Ist December, 2003 would have been
stated at of approximately HK$2,306,000 (2002:
HK$2,380,000).

The aggregate net book value of assets held under
a finance lease at 3|st December, 2003 amounted
to HK$52,000 (2002: HK$65,000).

COST
At Ist January, 2003
Additions

At 31st December, 2003
AMORTISATION AND IMPAIRMENT
At Ist January, 2003

Charged for the year

Impairment loss recognised

At 31st December, 2003

CARRYING AMOUNTS
At 31st December, 2003

At 31st December, 2002

Analysed as: DA
Non-current portion SE BN HR & 1
Current portion Bl EA & 19

fis 78 & £t ] 18 0 8 $2 I P B AN R R
ATTERAMBHRE - AIEWER=
TE=F+_A=t—HZzEEESS
% #92,306,000 T (Z T = F
2,380,000 1) 5l BR o

RIBEE=F+_A=+—8 " BER
EHNBEEZ2EERATFERLSE R
52,0008 L (ZE T = F : 65,0008

JT) °

The Group
rEH
HK$°000
FET

AR
—EE=F—H—H 119,311
NE 44371
—EE=F+=ZHA=+—H 163,682

BHERRE

—EE=F—H—H 78,282
rEEEBHR 57,818
BERRBEEE 1,462
—EE=F+=-HA=+—H 137,562

REE
—sEE=f+=-A=+—8 26,120
—E2E-F+-A=+—H 41,029
2003 2002
—EBE=F —FE-F
HK$°000 HK$°000
FET FET
22,134 26,172
3,986 14,857

26,120 41,029
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The directors reassessed the recoverable amount
of the film rights at 31|st December, 2003. Total
impairment loss of approximately HK$1,462,000,
which was determined by reference to valuations
at 3Ist December, 2003 performed by Grant
Sherman Appraisal Limited, an independent firm of
professional valuers, was recognised.

Unlisted shares, at cost IE _E TR 9 A A
Amounts due from subsidiaries A N ENGIE ]
Allowance for amounts & U B B8 &)

due from subsidiaries OB

The amounts due from subsidiaries are unsecured,
non-interest bearing and have no fixed terms of
repayment. In the opinion of directors, the amounts
will not be repaid in the next twelve months.

BER_ZTE=F+_A=t+—RHER
BEERTEZAREDSHE EEAEE
491,462,000 T 2 REEIE - TIREB
VEEGEMTPETIEERAFN =
T -F+ A=+ —HETZEED

.
AT = ©

2003 2002
—®¥¥=F —TT F
HK$°000 HK$°000
FET FAEIT
83,553 83,553
258,177 261,524
(99,000) (99,000)
159,177 162,524
242,730 246,077

FEUKHBARNASERANEE - B
ARG T eREEZETRA -
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ARTZHEAR (FAKEARS A
2EATR-FE=F+-A=+—
B2 HEMT :

Details of the Company’s subsidiaries, all of which
are wholly-owned, at 31st December, 2003 are as
follows:

Particulars

Country/ of issued
place of share capital Principal activities and
Name of subsidiary incorporation B %7 place of operation
MELREE HMAIBER BRAFHE FTEXBREXEGBR
Bluelagoon Investment British Virgin | ordinary share Investment holding,
Holdings Limited Islands of US$I distribution of films,
RERLES | A% & B B sub-licensing of film
17T 2 Bk rights and sale of
advertising rights in the
PRC
R EREZER
BIER  BREX
BITRREERSE
Legend Rich Limited British Virgin | ordinary share Distribution of video
Islands of US$I products in the PRC
EEBRELZHS | i & i E B through a PRC agent
IZXT2EBR BETEANERARTE
BAORRER
Riche Advertising British Virgin | ordinary share Sale of advertising
Limited Islands of US$I rights in the PRC
KBRS IRFREE ROBEHEESEE
IETT 2 & B
Riche (BVI) Limited British Virgin 1,000 ordinary Investment holding in
Islands shares of US$I Hong Kong
KBRS each MEBREZERK
1,000 & i H (&
IXTT 2 & B
Riche Distribution Hong Kong 1,000,000 Sub-licensing of film
Limited B ordinary shares rights in Hong Kong
ERETHERAF of HK$1 each RNEBERSHEITHE
1,000,000% & A%
EHEIETZ
Riche International Macau | share of Distribution of films,
(Macao Commerecial R P MOP100,000 sub-licensing of film
Offshore) Limited | A% R P #E rights and sales of

EREIFR CRPIBER
BERS) ERAT

100,0007T 2 f% 17

advertising rights in

the PRC
RABBTEY - 95

EXRTRIHERSE
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Particulars

Country/ of issued
place of share capital Principal activities and
Name of subsidiary incorporation B2 %17 place of operation
MEAREE HEMEIBER b BRAFE TEXBREXGR
Riche Multi-Media Hong Kong 2 ordinary shares Distribution of films and
Limited B of HK$1 each other video features in
EBXRZHEBERAA 2WEFMEE  the PRC
IBETTzEBR RPBEBETER
Hib 54588
Riche Pictures Limited British Virgin | ordinary share Investment holding in
ERFEFERAA Islands of US$1 Hong Kong
RERAES IREREE REEREEKR
IXTT 2 & B
Riche Video Limited Hong Kong 10 ordinary shares Distribution of video
EXBEEERDT B of HK$100 each products
20,000 non-voting in Hong Kong
deferred shares NEBEBEITHLRE m
of HK$100 each*
10A% & A &
100/% 7T 2 & B AR I
20,000% & A% [ 8
10078 7T 2 I R
i 3 B Ay *
World East British Virgin | ordinary share Distribution of films and
Investments Limited Islands of US$I sub-licensing of film rights
EBEXHS | i & i E (B in the PRC through
£ T2 &K a PRC agent
BRPEREBRPREET
BEXREREREITHE
& The non-voting deferred shares, which are not held & ZEBREEETERO BRI EEF

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 company nor
to participate in any distribution on winding up.

The Company directly holds the interest 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.

DERE  BREMARBRAGZ
BE HEZEAGREGLRREZ
BN EERETIAAIZEEAD
i

AN B H # #5 A Riche (BVI) Limited Z 4
@ TEEMMB AR BAAR R ME
HA -

P B X B A 4 B Bl AR A 2 A AT B ]
BEER R AED 2 EHES
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COST
At Ist January, 2003 and
31st December, 2003

AMORTISATION AND IMPAIRMENT
At Ist January, 2003
Charged for the year

At 31st December, 2003

CARRYING AMOUNTS
At 31st December, 2003

At 31st December, 2002

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.

The directors reassessed the recoverable amount
of the other asset at 31st December, 2003 by
reference to the valuation at 31st December, 2003
and determined that there was no impairment at
3Ist December, 2003. The valuation was performed
by Grant Sherman Appraisal Limited, an independent

firm of professional valuers.

The Group
rEH
HK$°000
FET
3
—EE=F—F—HK
—TE=F+=-RA=+—H 152,064
B REE
—EE=F—H—H 92,264
rEEEBH 6,644
—EE=f+=-H=+-—H 98,908
BREE
—EE=f+=-H=+-—H 53,156
—E2E-F+-A=+—H 59,800

HtBEREPBEEITH LD
BTEEZEN R - RI0FFHH
8 e

EERN_TTE=FF+_A=1+—HER
HEEZAEKER  N2ER_-F
T=F+-_A=1+—HETZEEM
B UHER_TET=F+_RA=1+—
B ERME - EERBIEEME
BT ENFGEERABEL -



COST

Arising on acquisitions of subsidiaries during
the year and balance at 3|st December, 2003

AMORTISATION

Charged for the year and balance at

31st December, 2003

CARRYING AMOUNT

At 31st December, 2003

The amortisation period adopted for goodwill is 10

years.

Convertible notes issued
by an associate

For the year ended 31st December, 2003 & 2

Riche Multi-Media Holdings Limited ® Annual Report 2003

B AR

T
X

AEREBERAMR_TT=F

TZA=t—HZ&R
ARMEE

R-ZFBF=F+ZA=1+—H

2003
—22=F
HK$°000
FET

160,000

RERNAWEHRBARELER
%:§§_¢+ A=+—H

SEE=FoASt—ALFE

HK$’000

THET

39,530

3,105

36,425

BERAZEHEFHRIOF -

2002
—EEF
HK$’000
FAETT

160,000
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At 3Ist December, 2003, the Group had interests RZZBETZ=F+_-_A=+—H X&H
in the following associates: A TS AR 2R
Proportion
of nominal Nature of
value of issued business
Form of Class of share capital held and place
business Country of share held by the Group of operation
Name of associate structure incorporation FERG FEEBACR EBEMER
BENTER XBRR AR N B R 55 TRAEMELS EX6H
%

Gainful Fortune Incorporated British Virgin Ordinary 40  Sub-licensing
Limited R i97 v Islands =gl of hotel and
(“Gainful”) REBRZHE intranet

distribution
rights in the
PRC

NG £
LA
BTk

Ocean Shores Incorporated British Virgin Ordinary 40  Sub-licensing
Licensing S AR L Islands Liwk of film rights
Limited REBRZHE outside Hong

Kong and
Macau

NEE KR LA
Mt RER
BERRTE

During the year ended 31st December, 2002, Gainful REBEEZZT_F+_A=+—HIEF

issued convertible notes to the Group in an B A GainfullA K &£ B #1746 #

160,000,00078 7T 2 AT AR R - LAUKEE
&% E30050 B A B 2 5 K ARk
W17 R AR AR B 2 5 Ocean
Shores Licensing Limited%® B 2 3 77 %

aggregate amount HK$160 million for the purchase
of the hotel and intranet distribution rights in the
PRC in respect of an aggregate of up to 300 motion
pictures and the entire issued share capital of Ocean

Shores Licensing Limited, a former subsidiary of the Ko ZEAMBRREBRFMNEIEG
Company. The convertible notes bear interest at B ASFEENSNE  THERZE
1% per annum which is payable yearly in arrears TRHEMATEBEE - RE|HRT - R

and will mature on [7th April, 2005. Prior to the B Gainful /] BEE N 2 FB IR R Z

maturity, only Gainful has the right to redeem early
part or all of the amount of the convertible notes.
The convertible notes carry the right to convert
the outstanding principal amount of the notes into
ordinary shares of HK$1| each in the share capital
of Gainful at a conversion price of HK$1 per share
on the maturity date. However, prior to the maturity,
the Group may convert the notes with the consent
of Gainful.

- R AR REEMN AN A R 2IH
BEABEERIBETHHAREERS
ZEBRBAGainfullR N EREEI
BILZEBB - AT AEEARRIE
F B AT 48 Gainful Al B 18 HIRZ F RIR o



For the year ended 31st December, 2003 & 2

The following details were extracted from the
audited consolidated financial statements of Gainful
for the year ended 31st December, 2003.

Results for the year ended 31st December,
2003

Turnover
Loss from ordinary activities before taxation

Loss from ordinary activities before taxation
attributable to the Group

Financial position at 31st December, 2003

Non-current assets
Current assets
Current liabilities
Non-current liabilities

Net liabilities

Net assets attributable to the Group

Finished goods B o

Finished goods of HK$127,000 (2002: HK$656,000)

are carried at net realisable value.

Riche Multi-Media Holdings Limited ® Annual Report 2003

SEE=FoASt—ALFE

UTEEBEGinfuiZE — S =F+

A=t BUEFEZEEREANT

WK -

)

BE_ZE=F+-A=1+—-HLFE

ZHRE

B
BB R ESESE

7N & B FE 5 R B AT
H&E¥%E1E

2003
—se=¢
HK$°000
FHET
365

(2,478)

R-ZBE=F+-A=+—B2HHiR

P

ERBEE
mEBEE
mE A E
FERBBIE

BEFH

AEEEHEEFE

2003
—22=F
HK$°000
FET

1,469

2003
—gR=F
HK$°000
FHET

96,070
49,969
(5,510)

(160,000)

(19,471)

2002
—EEF
HK$’000
FAETT

656

B S 127,000 T (2T — F
656,000/ 7T) 1 A] IR FE AR o
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The granting of distribution rights and sub-licensing
of film rights are covered by customers’ deposits
placed with the Group. The balance is receivable
upon delivery of the master materials to customers.

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

0 — 30 days T E30H
31 — 60 days 312 60H
61 — 90 days 61290H
Over 90 days 908 A I
The Group

The amount mainly represents interest receivable
on the convertible notes issued by an associate.
The remaining amount is unsecured, non-interest
bearing and has no fixed terms of repayment.
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The following is an aged analysis of the trade
payables at the balance sheet date:

77

-

NEEB - EZRMAFRZRE 2

2003 2002
—EBE=F T F
HK$’000 HK$°000
FET FET
China Star Entertainment Limited A EBZ2£EHER QA
and its subsidiaries (collectively LEKB AR (58
“China Star Group”): FEELEER])
0 — 30 days ZEF30H 1,010 3,134
31 — 60 days 3I260H 3,834 —
61 — 90 days 61E90H 595 2,180
Over 90 days 90H A + 8,864 3,189
14,303 8,503
Others: HAh -
0 — 30 days FZE30H 975 —
61 — 90 days 61E90H 683 —
1,658 —
15,961 8,503

China Star Entertainment Limited is a controlling

shareholder of the Company.
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2003
—EBE=F
HK$’000
FET
THE GROUP rEHE
Amounts payable under BEREHRLQ
a finance lease: Btz &% :
Within one year —FA 25
In the second to F_EREFN
fifth year inclusive (BEEEME) 10
35
Less: Future finance charges J5 - BIA R & & A D
Present value of FH A I
lease obligations HE 31
Less: Amount due for B —FR
payment within et & 5
one year
Amount due for payment —FRERN
after one year Gk

The Group has leased certain of its equipment under
a finance lease. The lease term is 5 years. Interest is
charged at commercial rates and is fixed at the
contract date. The lease is on a fixed repayment
basis and no arrangement has 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 asset.

Bank overdrafts of the Group and the Company at
31st December, 2002 were unsecured.

2002 2003 2002
—EE-F ZEE=F —FTE=-F
HK$°000 HK$°000 HK$’000
FET FET FAETT

26 23 24
35 8 31
6l 31 55
(6) —
55 31 55
(23) (24)

8 31
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SEE=FoASt—ALFE

Number of shares Amount
[ &8
’000 HK$’000
F Az FAEIT
Ordinary shares of HK$0.10 each & iREE0.107 T 2 E@E R
Authorised: EEMRA
At Ist January, 2002 —EE-F—H—H 1,000,000 100,000
Increase in authorised A TE IR AL 0
share capital 1,000,000 100,000
At 31st December, 2002 and —ZEE-_HF+-HA=+—HRK
31Ist December, 2003 ZEBB=ZF+=ZHA=+—H 2,000,000 200,000
At 31st December, 2002 and BT+ _HA=+—H
31st December, 2003 RZZTZE=F+-_R=+—H 475200 47,520

There was no movement in the issued share capital
of the Company during both years.

Warrants

During the year ended 31st December, 2002, the
Company issued 95,040,000 warrants by way of
bonus to the shareholders on the basis of one
warrant for every five shares of HK$0.10 each in
the share capital of the Company held on 27th May,
2002. Such warrants carry the subscription rights
to subscribe for shares in the Company at the
subscription price of HK$3.60 per share of HK$0.10
each in the Company. The warrants may be
exercised at any time on or after |7th 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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+tHEFFRARARRBRA+F SRAEE
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premium

RpEE

At Ist January, 2002 2T _F-H—H

Net loss for the year KEEBRESR

At 31st December, 2002 —TT_F
and Ist January, 2003 TZRA=+-BR

—ET=F-H—H

Cancellation of share FHERNEERR
premium account and BREZE!
transfer to contributed B (K1)
surplus account (Note i)

Transfer from contributed BEHNABRER
surplus account to ZEFEBEER
accumulated losses (Frzti)
account (Note i)

Net loss for the year AEEEEFE

At 31st December, 2003

Notes:

0]

—g¥=51t-A=1-8

Pursuant to a special resolution passed at a special
general meeting on 22nd August, 2003, the Company:

(@)

(b)

()

cancelled the entire amount of approximately
HK$186,682,000 standing to the credit of the
share premium account of the Company
(“Share Premium Cancellation”);

the credit amount standing of approximately
HK$186,682,000 arising from the Share
Premium Cancellation was applied to the
contributed surplus account of the Company;
and

the credit amount of approximately
HK$106,579,000 was transferred from the
contributed surplus account of the Company
to the accumulated losses account of the
Company to eliminated the accumulated
losses of the Company of approximately
HK$106,579,000 at 31st December, 2002.

Contribution Accumulated

surplus losses Total
BARR 2 BR At
HK$ HK$ HK$
TET FET FET
(Note ii)
(K atii)
83,353 (71,656) 198,379
— (34,923) (34,923)
83,353 (106,579) 163,456
186,682 — —
(106,579) 106,579 —
— (1,972) (1,972)
163,456 (1,972) 161,484

At it -

() BEREAN-EE=SNA-+=
B2 RS RIA® |82 R
PRV

() HEARABRGEEEZHL
186,682,000/ 7T 2 # Bk ([7E 54
B mEl)

by EREHEEODZEMELD
186,682,000/ T 2 R SR E
ERAZERBHRE &

() BARRZEHSEHGEEELD
106,579,000/ T 2 RS =
Az BETEEER - A
ARRIRZEE=_F+=ZA=
+— B #7106,579,000/8 ;T 2 &
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Notes: (Continued)

(i)  The contributed surplus of the Company represents
the difference between the underlying net assets of
the subsidiaries acquired by the Company as at the
date of the group reorganisation and the nominal
amount of the Company’s share capital issued as
consideration for the acquisition as well as the net
amount transferred from the share premium account
and to the accumulated losses account pursuant to
the special resolution passed at a special general
meeting on 22nd August, 2003.

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

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

(b) the realisable value of its assets would
thereby be less than the aggregate of its
liabilities and its issued share capital and share
premium accounts.

The Group

The Capital reserve of the Group represents the
difference of the share capital and share premium
of the subsidiaries and the nominal value of the 880
shares issued by Ocean Shares (BVI) Limited (now
renamed Riche (BVI) Limited) prior to the allotment
of 120 shares to Classical Statue Limited and the
amount arising from issue of shares by a subsidiary.

The contributed surplus of the Group represents
the net amount transferred from the share premium
account and to the accumulated losses account
pursuant to the special resolution passed at a special
general meeting on 22nd August, 2003.

All the reserves of the Group are attributable to
the Company and its subsidiaries.
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The followings are the major deferred tax liabilities
and assets recognised by the Group and movements
thereon:

NTRAEEER T BELHBAR
REBEEREBED :

Accelerated Estimated

tax tax

depreciation losses
nzE o5t Total
BEFE BEEBR #at

HK$’000 HK$’000 HK$000
TAET T T

At Ist January, 2002 —ZTE=-F—A—H 4,109 (1,436) 2,673
(Credit) charge to income REE GtAKRFER)
statement for the year SR eSS
(Note I1) (Btatin) (2,622) 1,436 (1,186)
At 31st December, 2002 and —EE-F
I'st January, 2003 +=—A=+ ®
—EER=F —H 1,487 — 1,487
Credit to income statement REEFEFT ARz
for the year (Note I1) (HtzEi1) (937) (550) (1,487)
At 31st December, 2003 —EBBC=HF
+=-—HA=+- 550 (550) —

At the balance sheet date, the Group has unused
estimated tax losses of approximately
HK$38,800,000 (2002: HK$27,300,000) available for
offset against future profits. A deferred tax asset of
approximately HK$550,000 (2002: nil) has been
recognised. No deferred tax asset has been
recognised in respect of the remaining balance of
approximately HK$6,240,000 (2002: HK$4,368,000)
due to the unpredictability of future profit streams.

No deferred tax assets has been recognised in
respect of estimated tax losses of approximately
HK$6,800,000 (2002: HK$3,600,000) due to the
unpredictability of future profit streams.

REHER - A& E%E £38,800,000/%
T (ZZTZT 4 : 27,300,000/ 1) 2 &
B AEE SRR RIEEEERA -
#9550,0008 C (Z 22 =F : ) 2k
EFHIEEEDERR - ARNKEETERT A
%2 F - HR A B R R 496,240,000/8
T (ZZZ 4 : 4,368,000/8 7T) HERIE
ERHBEEE -

AR REETERT B R 28 M - I E &
%8 496,800,000 7T (& F — F
3,600,0007% 7T) ERIREFRIBEE
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The Group and the Company

On 5th February, 2002, the Group and China Star
Group entered into a licensing agreement pursuant
to which China Star Group granted to the Group
the licensing rights in the PRC and Mongolia in
respect of |16 motion pictures for a term of 10
years from 8th April, 2002 at a total consideration
of HK$33,800,000. The consideration was settled
by the issue of convertible notes in an aggregate
amount of HK$33,800,000 by the Company.

The convertible notes bear interest at 1% per annum
which is payable semi-annually in arrears and will
mature on |9th April, 2005. Prior to the maturity,
neither the holder nor the Company has the right
to redeem or request for redemption of the
convertible notes. The convertible notes carry the
right to convert the whole or any part of the
outstanding principal amount of the convertible
notes into ordinary shares of HK$0.10 each in the
share capital of the Company at HK$4.00 per share
at any time on or before 19th April, 2005. The
convertible notes may be transferred in whole or
in part of the outstanding principal amount into the
share capital of the Company by the holder.

During the year, the Group acquired 100% of the
issued share capital of and the shareholder’s loan of
HK$1,000,000 to Legend Rich Limited at a total
cash consideration of HK$26,000,000. The Group
also acquired 100% of the issued share capital of
World East Investments Limited at a total cash
consideration of HK$15,000,000.

These transactions have been accounted for using
the acquisition method of accounting.

SERAAQTF
NRZTZ_F-_FHR AEFHEDEH
EEET ST ERS Bt FRE

& B LA 42K (5 33,800,000/ TT#5 | 163F &
FEREEREE TR TAEE -
H-ZEE_FMNANBRERIOF - Z
REARR R E TS $£33,800,0007 7T
AR EERS o
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MA+ABEIHE - REHR - HB5 AR
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REE0.I0E L EBAX - MFE AN
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FR - REE B S K E26,000,000
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7 AR 75 }2.1,000,0007%8 7T 2 lRE E K © &
£ B 75 A 4838 € £ 15,000,000/% 7T i
f8 World East Investments Limited® &
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The effects of the acquisitions are summarised as WEzZEHamT :
follows:
2003 2002
—EE=F —FF_
HK$°000 HK$°000
FET FE&T
NET ASSETS ACQUIRED B EEFE
Other receivables, prepayments Hib U siIE - TR B
and deposits g g 1,470 —
Goodwill arising on acquisitions WHEEMEE M 39,530 —
41,000 —
SATISFIED BY XA R
Cash consideration HeRE 41,000 —
NET CASH OUTFLOW WEFRELZ
ARISING ON BeAH
ACQUISITION R
Cash consideration HeRE 41,000 —
Deposit paid in prior year FEEEEZS (23,000) —
18,000 —
During the period since acquisition to the balance BB EAEBEBE - rEzHER
sheet date, the subsidiaries acquired contributed Al AN S B TR & 240 15,940,000
approximately HK$15,940,000 to the Group’s 7T B B & 5| BUES 18 491,032,000 T ©

turnover and incurred losses of approximately

HK$1,032,000.
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2003 2002
—EE=F —ET_F
HK$’000 HK$°000
FET FE&T
NET ASSETS DISPOSED OF Fiii&E&EFE
Film rights B EITHE — 71,747
Film rights deposits BRRTERS — 8,928
Taxation recoverable Al R B 718 — 1,078
Bank balances and cash RITHEERRS — 10
Other payables and accruals Hih BN HRIEBEREER — (185)
Receipt in advance T8 IE — (478)
—_ 81,100
Loss on disposal & B8 — (1,100)
Total consideration BRE — 80,000
SATISFIED BY X[ AER
Convertible notes issued ENEITEITZ
by an associate (Note /8) AR T (M ati8) — 80,000
NET CASH OUTFLOW HEMEEZ
ARISING ON DISPOSAL RERHZEHE
Bank balances and cash disposed of FTHERITET LIRS — (10)

The subsidiary disposed of during the year ended
3Ist December, 2002 made no significant
contribution to the Group in respect of the cash
flows, turnover and net loss attribution to the
shareholders.

During the year ended 31st December, 2002, the
Group sold the hotel and intranet distribution rights
in the PRC in respect of an aggregate of up to 300
motion pictures for a total consideration of
HK$80,000,000. The consideration was satisfied by
the issue of convertible notes in an aggregate
amount of HK$80,000,000 by Gainful. Details of
the convertible notes issued by Gainful are set out
in note 18. During the years ended 31st December,
2002 and 2003, the Group delivered 200 and 100
motion pictures respectively to Gainful and
recognised an income of approximately
HK$36,380,000 and HK$20,733,000 respectively.

REBEE-_ZEE-_F+-_A=+—HIF
EARMEEZHBARERESRE &
X¥BEEBREELEERFEIFBEAEE
WEEBRNER o

REEZ-_ZZE_F+_A=+—HItHF
ER NEBLE&ZEILEF
B ZEE RN AT BRER
80,000,000/ 7T ° X1 LA FA GainfulZ 1T
& $£80,000,0008 T 2 AT AR EIR 2 75
NI o Gainful T3 2 AR =R 2
BRI REE-TT_FR
TEE=F4+-_A=+—HIEERXN "
& B 5 Bl (7] Gainful 12 £ 20036 & 10030
BY - R ZWA D R4 436,380,000
7 7T 220,733,000 7T °
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(a) Lease commitments (a)

At 31lst December, 2003, 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 —&R
In the second to F_ERFA
fifth year inclusive (BIEEREMF)

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

At the balance sheet date, the Company did

not have any lease commitments.

HERRE

R-ZZBTE=F+-_H=1+—8 -
AEERBER TIHRERZ L
WhEF A HEmELAD A
BREBESAEDT :

2003 2002
—®¥=%F ~TT_F
HK$°000 HK$°000
FHET FET
1,007 204

108 =

L1115 204

EERORAEEARERA S
$EAZAS - BOEERTY
MAERMER  MTHRE2 R
SEETE -

REER  ARaTETHEE
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(b) Other commitments

At 31st December, 2003, the Group had the
following commitments contracted but not
provided for in the financial statements:

(b) HihEiE

R-FE=F+-A=+-8
A B A FOIE AT 1A R A
BRR (B 2 R

2003 2002
—EB=F T &
HK$°000 HK$’000
FET T T
Purchase of film rights BEEBRLEITRE 4,330 873
Acquisition of 100% of Il #% Legend Rich Limited
the entire issued 2HEBITRA
share capital of (Kt at29)
Legend Rich Limited
(Note 29) — 3,000
4,330 3,873

In addition, pursuant to the undertaking letters
issued by the owners of X £ 2 E & & |
mIHEAR A Aland LBERF XL ERER
/> A]during the year ended 3Ist December,
2003, they will transfer their ownership in
these two companies to the Group at prices
determined by the valuers in the PRC when
the laws in the PRC allow foreign investors
own more than 51% in these two companies.

Pursuant to an ordinary resolution passed at a
special general meeting of the Company held on
2|st January, 2002, the Company adopted an option
scheme (the “Option Scheme”) to replace the share
option scheme adopted by the Company on |9th
January, 2000.

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

(a) The purpose was to provide incentives to:
(i) award and retain the participants who

have made contributions to the Group;
or

gEAN - RIFEBRFET EES B H M
HEBRLQA R LBAF XL
RERRRZEBEARBE=F
E=—F+ _A=1tT—HLFER
BH2ARE  MPBUEI BT
SR EERBZMEARABB
51%z s QIR ERRTEMGE
BT < ERERENZME R
RZHEEETASKHE -

BREARAR-_ZEZET_F—-—A_t+—H
ﬁif?ZHx%%%UﬁAi@i@Z BEB
RFEFBR - ARBRM— AR RES S
(MMERERE) BRARFANR_-FF
EE-AThBARMNZBRESE -

FEAER 8 2 EZHRFBAR T ¢
(@ ZABIZEMER

() HRIEEZAANKEEL
BERz28EE %
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(a) (Continued)

(i)

attract potential candidates to serve the

Group for

the benefit of the

development of the Group.

(b) The participants included:

(i)

(i)

(ii)

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

any individual for the time being
seconded to work for,

any member of the Group or any

controlling shareholder or any company

controlled by a controlling shareholder.

any holder of any securities issued by

any member of the Group or any

controlling shareholder or any company

controlled by a controlling shareholder.

any business or joint venture
partner, contractor, agent or
representative of,

any person of entity that provides
research, development or other
technological support or any
advisory, consultancy, professional

or other services to,

(@

(b)

(&

(i)

R BAIERARE RS Z
AL UBBAREBE R -

Zitdlz2EER

(i)

(i)

(iif)

EXRKEEIAKERR - F
A 42 428 Pl SR 3k Fh 45 A AR SR AR

il

ZERRBMERZ T35 A
9E ¢

EAARITHIEANTE
EREEES (BFEME
MBI IEMITES) -
E2REFBESR AR
FEE - =%

£ fi] B 5 38R 2 A
.

HAEXEEEMKERRA -
E{ATF2 M A SR 3 R PR A BRCR.
2 ) 2 AR R 2 B P B AT (AR
EHFZANL e

RESEEAKER
A EAEERRK
B PR R R AR ) 2 A
fa] & &) 2 ] 36 75 =%
BEEH EEB -
REAIRE

7 4 B £E T A B 2
A A R TR L
22 IR SR 2 £
ARRRETE - B
EEF YT LS
B wm EEw
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(Continued)
(iii)  (Continued)

— any supplier, producer or licensor
of films, television programmes,
video features, goods or services
to,

— any customer, licensee (including
any sub-licensee) or distributor of
films, television programmes, video

features, goods or services of, or

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

any member of the Group or any
controlling shareholder or a company
controlled by a controlling shareholder.

and, for the purposes of the Option Scheme,
shall include any company controlled by one
or more persons belonging to any of the above
classes of participants.

Riche Multi-Media Holdings Limited ® Annual Report 2003

(b)

(%)

(iif)
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A& BERKE R
Ao EEERR K
F 4% A B R AE ) 2
MARREHRESY &
HER FREM
B R 2 A i
e HAEsRE
}\ ,

AEBEERKER
Al T EER R
B PR R R AR A 2 A
MARZEY  BR
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A EAEERRK
F 4% A B R AR 2 A
AR ZEMEETH
BHFE(BREEMsEE
E)

ARt ams  8FatL
MAERER 2 — sk E28EE
2k A e LN I

75



76

Riche Multi-Media Holdings Limited ® Annual Report 2003

For the year ended 31st December, 2003 #HZE_-—FET=F+ A=+ —HILFE

()

(d)

(e)

U]

(8)

The maximum number of shares in respect of
which options might be granted under the
Option Scheme must not exceed 10% of the
issued share capital of the Company as at the
date of approval of the 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 Option Scheme and
any other share option scheme must not
exceed 30% of the shares in issue from time
to time. The total number of shares available
for issue under the Option Scheme at the
date of this annual report was approximately
27,570,000, which represented 5.8% 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 Option Scheme or any
other share option scheme within any 12
month period, must not exceed |% of the

shares in issue from time to time.

The exercise period should be any 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 option.

The acceptance of an option, if accepted, must
be made within 30 days from the date of grant
with a non-refundable payment of HK$I| from
the grantee to the Company.
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(h) The exercise price of an option must be
highest of:

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

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

(iii) the nominal value of the share.

(i)  The life of the 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 Option
Scheme held by the directors and the employees
and movements in such holdings during the year:

Exercise

Category of Date price Exercisable
participants of grant per share period
SRERH REAE SROEE kid

HK$ (Note i)

BT (Kfiti)
Directors 8.3.2002 26 8.3.2002 —
g% 732012
Employees 8.3.2002 26 8.3.2002 —
k8 732012

Notes:

(i) The exercisable period commenced on the date of
grant of the relevant share options.

(i)  No share option was granted and exercised during
the year.

() FRIHEZ T EAR T2 B
%

() BOREHBEHR(LEARR
ZH) ZWmiE :

(i) BROBEERLE B AISHERZ
SEZFHAKTE: &

iy RHEE -

() BRETE2ERBEHEMNAE
BiI0FZ2_E——F—A=-+
E o

TEREBEEEREEFAREBREST
SR 2 NR R BE RS R FAMT#E
FEREL D 2 28

Outstanding

at

31.12.2002

Granted Cancelled and 31.12.2003
during during W=-BEB-F

Outstanding 2002 2002 t=A=1-H
at 1.1.2002 R R R-BBZf
RZBB-F Z2T-ER ZBE-ERt-AZt-H
-A-RHRTE Bt d# HATE
— 5,700,000 (950,000) 4,750,000
— 14,250,000 = 14,250,000
= 19,950,000 (950,000) 19,000,000

et
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With effect from the Ist December, 2000, the Group
has set up a defined contribution retirement 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
to contribute 5% of their monthly salaries up to
maximum of HK$1,000 per employee and they can
choose to make additional contributions. The
employer’s monthly contributions are calculated at
5% of each employee’s monthly salaries up to a
maximum of HK$1,000 (the “Mandatory
Contribution”). The employees are entitled to 100%
of the employer’s Mandatory Contribution upon
their retirement at the age of 65 years old, death
or total incapacity.

(a) On 5th February, 2002, the Group and China
Star Group entered into a territory supply
agreement whereby China Star Group, during
the term of 3 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 and internet
rights in respect of each film in the PRC and
Mongolia (the “Distribution Rights”) and an
option to acquire the theatrical rights.
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(Continued)

Pursuant to the territory supply agreement,
the Group paid an amount of HK$5,000,000
to 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 film will be entered into
pursuant to which the Group shall pay a
licence fee in respect of each film, ranging
from approximately HK$200,000 and
HK$1,000,000 calculated by reference to its
grading. The Distribution Rights in respect of
a film will be for a period of 10 years. In
relation to the option to acquire the theatrical
rights, the additional license fee shall be equal
to the balance of the total income received
by the Group in respect of the exploitation
of such theatrical rights before payment of
any distribution expenses but after deducting
a sum equal to 20% of the said total income
which shall be retained by the Group.

During the years ended 3Ist December, 2002
and 2003, the Group acquired the Distribution
Rights of 7 and 15 films respectively from
China Star Group at a total consideration of
approximately HK$5,500,000 and
HK$9,700,000 respectively and the Group
acquired the theatrical rights of 4 and 7 films
respectively from China Star Group at a total
license fee of approximately HK$10,558,000
and HK$15,453,000 respectively pursuant to
the relevant territory distribution agreements.

Riche Multi-Media Holdings Limited ® Annual Report 2003
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(@

(b)

()

(Continued)

At 31st December, 2003, the Group paid a
deposit of approximately HK$720,000 for the
acquisition of the Distribution Rights which is
included in the film rights deposits account in
the balance sheet.

On 3rd December, 2002, the Group entered
into a cyber cinema rights supply agreement
with China Star Group pursuant to which
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 to the
relevant future distribution agreements to be
entered into. In consideration of the provision
of services by China Star Group, the Group
would pay China Star Group distribution
commission equivalent to 35% of the total
income received by China Star Group on
behalf of the Group. During the year ended
31st December, 2003, the Group paid
distribution commission of approximately
HK$527,000 (2002: HK$53,000) to China Star
Group pursuant to the relevant cyber cinema
rights distribution agreements.

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

2003
Nature of transactions REME
Interest expense (Note i) MEF X (B &)

Post-production service
expense (Note ii)

Notes:

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

(ii)  The amounts were determined at prices
agreed between the parties.
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Details of the amounts due to and convertible
notes payable to China Star Group are set
out in notes 22 and 28 respectively.

During the year, the Group had interest
received and receivable of approximately
HK$1,600,000 (2002: 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 the associate.
Details of the convertible notes issued by the
associate and the amount due from the
associate are set out in notes |8 and 21|
respectively.

During the year ended 31st December, 2002,
the Group granted the hotel and intranet
distribution rights in the PRC in respect of an
aggregate of up to 300 motion pictures to
Gainful at a total consideration of
HK$80,000,000. During the years ended 31st
December, 2002 and 2003, the Group delivered
200 and 100 motion pictures to Gainful
respectively.

During the period from January to November
2002, the Group entered into a series of
distribution agreements with China Star Group
under which China Star Group agreed to
distribute the cyber cinema rights of the films
within the PRC for periods of up to 3 years
from the respective dates of the distribution
agreements. In consideration of the provision
of services by China Star Group, the Group
would pay China Star Group distribution
commission equivalent to 35% of the total
income received by China Star Group on
behalf of the Group. During the year ended
3Ist December, 2002, the Group paid
distribution commission of approximately
HK$1,660,000 to China Star Group pursuant
to the distribution agreements.
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(h)

(i)

(@)

On 5th February, 2002, the Group and China
Star Group entered into a licensing agreement
pursuant to which China Star Group granted
to the Group the licensing rights in the PRC
and Mongolia in respect of |16 motion
pictures for a term of 10 years from 8th April,
2002 at a total consideration of
HK$33,800,000. The consideration was
determined based on the valuation report
prepared by Adonis Appraisal Limited, an
independent firm of professional valuers, dated
31st January, 2002. The consideration was
settled by the issue of convertible notes in an
aggregate amount of HK$33,800,000 by the
Company.

During the year ended 31st December, 2002,
the Company granted options of 5,700,000 to
the directors and cancelled options of 950,000
granted to the directors.

On 9th January, 2004, the board of directors
of the Company announced that Ernst & Young
Corporate Finance Pte Ltd, as lead manager,
had made an application on behalf of the
Company to the Singapore Exchange Securities
Trading Limited (the “Singapore Exchange”) for
the proposed secondary listing of the
Company’s shares on the Singapore Exchange.
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Subsequent to the balance sheet date, a third
party entered into a conditional sale and
purchase agreement with the major
shareholder of Gainful, an associate of the
Group, pursuant to which the third party
agreed to acquire a 60% equity interest in
Gainful from the major shareholder of Gainful.
In addition, the third party entered into an
option deed with the Group, pursuant to
which the third party agreed to grant to the
Group an option to required the third party
to purchase from the Group the convertible
notes issued to the Group by Gainful in the
aggregate principal amount of HK$10,000,000
at an option price of HK$10,000,000. The
option may be exercised by the Group at any
time during the period from Ist January, 2005
to |7th April, 2005 (both dates inclusive).
Moreover, the third party also gave an
undertaking to the Group pursuant to which
the third party undertook to the Group that
should Gainful fails to repay the convertible
notes in the aggregate principal amount of
HK$160,000,000 on the maturity date, the
third party will provide or procure the
provision of funding arrangement to Gainful
to finance the repayment of the convertible
notes in proportion to the third party’s
interest in Gainful.
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