For The Year Ended 31st December 2004 #HE_-—ZFTZEWFE+—-H=1+—HIFE

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 films rights, sale of advertising
rights for advertisements placing on video products
and videos, and investments in securities.

In 2004, the Hong Kong Institute of Certified Public
Accountants, (the "HKICPA") issued a number of new
or revised Hong Kong Accounting Standards (“HKASs")
and Hong Kong Financial Reporting Standards
(“"HKFRSs"”) (herein collectively referred to as “New
HKFRSs”) which are effective for accounting periods
beginning on or after 1st January 2005. The Group has
not early adopted these New HKFRSs in the financial
statements for the year ended 31st December 2004.

The Group has commenced considering the potential
impact of these New HKFRSs. Based on management’s
preliminary assessment, the adoption of HKFRS 3
“Business Combinations” and HKAS 36 “Impairment
of Assets” in the accounting period beginning on 1st
January 2005 will result in cessation of amortisation
of goodwill to the income statement. Pursuant to
HKFRS 3 “Business Combinations” and HKAS 36
“Impairment of Assets’, goodwill is to be recognised
as an asset and reviewed for impairment at least
annually and any impairment is recognised immediately
in the income statement while the Group's current
policy is to amortise goodwill on a straight-line basis
over its useful economic life and reviewed for
impairment if there are indicators of impairment at the
year end. During the year ended 31st December 2004,
the amortisation of goodwill charged to the income
statement amounted to approximately HK$3,953,000.

The Group is still considering the potential impact of
other New HKFRSs but is not yet in a position to
determine whether other New HKFRSs would have a
significant impact on how its results of operations and
financial position are prepared and presented. Other
New HKFRSs may result in changes in the future as to
how the results and financial position are prepared and
presented.
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For The Year Ended 31st December 2004 #HZ_-ZFFWF+=-F=+—HIFZF

The financial statements have been prepared under
the historical cost convention as modified for the
revaluation of the leasehold land and buildings and
investments in securities 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 sale of advertising rights is recognised
when the right to receive payment is established.

Proceeds from trading of securities are recognised
when sale and purchase contracts became
unconditional.

Dividend income from investments is recognised when
the shareholders’ right to receive payment has been
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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For The Year Ended 31st December 2004 #HE_-—ZFTZEWFE+—-H=1+—HIFE

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 Statements of Standard
Accounting Practice ("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 or expense that are taxable or
deductible in other years, and it further excludes items
of income or expense that are never taxable and
deductible.
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For The Year Ended 31st December 2004 #HZ_-ZFFWF+=-F=+—HIFZF

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 is 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.

Property, plant and equipment

Property, plant and equipment are stated at cost or
valuation less accumulated depreciation and
amortisation and any accumulated impairment losses.
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For The Year Ended 31st December 2004 #HE_-—ZFTZEWFE+—-H=1+—HIFE

Property, plant and equipment (Continued)
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 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:

Over the unexpired period
of the lease

Buildings 2% on straight-line basis

Leasehold improvements  33.3% on reducing
balance basis

20% on reducing balance

Leasehold land

Office equipment

basis

Motor vehicles 20% on reducing balance
basis

Furniture and fixtures 15% on reducing balance
basis

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.
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For The Year Ended 31st December 2004 #HZ_-ZFFWF+=-F=+—HIFZF

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 identified impairment losses, and
is amortised on a straight-line basis over its estimated
useful life.

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.
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For The Year Ended 31st December 2004 #HE_-—ZFTZEWFE+—-H=1+—HIFE

Interests in associates (Continued)
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.

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.

Investments in securities
Investments in securities are recognised on a trade
date basis and are initially measured at cost.

All securities are measured at fair value at subsequent
reporting date.
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For The Year Ended 31st December 2004 #HZ_-ZFFWF+=-F=+—HIFZF

Investments in securities(Continued)

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

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 cost 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.

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.
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| NOTES TO THE

For The Year Ended 31st December 2004 #HZE_-—ZFTMF+_-_HA=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

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

Foreign currencies

Transactions in foreign currencies are initially recorded
at the rates of exchange prevailing on the dates of the
transactions. Monetary assets and liabilities
denominated in foreign currencies are re-translated at
the rates ruling on the balance sheet date. Profits and
losses arising on exchange are included in net profit or
loss for the year.
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TURNOVER = 4L
2004 2003
—ZENF —EE=F
HK$°000 HK$'000
FET FAET
Distribution of films BTEY 27,285 163,722
Sub-licensing of film rights ERELEITR 16,319 38,006
Proceeds from sale of securities & B HTS IR 14,778 —
Sale of advertising rights HE RS - 5,268
58,382 206,996
BUSINESS AND GEOGRAPHICAL 5. ¥¥R#HESDF
SEGMENTS
Business segments E 3 Bl

For management purposes, the Group is currently
organised into four operating divisions, namely
distribution, sub-licensing, sale of advertising rights and
investments. These divisions are the basis on which

the Group reports its primary segment information.

Principal activities are as follows:

Distribution Distribution of films

Sub-licensing Sub-licensing of film rights

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

Investments Investments in listed and

unlisted equity securities
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Business segments(Continued)

For The Year Ended 31st December 2004 #HZ_-ZFFWF+=-F=+—HIFZF

BRI (E)

Segment information about these businesses for the BE_TTNFR-FT=FT2A
years ended 31st December 2004 and 2003 is ST-RALEFERAZERH L
presented below. ERE®/ROT -
Consolidated income statement for the year ended BE_ZTNE+_-_A=+—-HL#HF
31st December 2004 EeRe ki
Sale of
advertising
Sub-licensing rights
Distribution g #E Investments Consolidated
B BOE EEE RE g4
HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
TET FEx FiEx TFET FEx
Turnover = 27,285 16,319 - 14,778 58,382
Segment loss before amortisation ~ EfEE#E - ERER
of other asset, impairment losses ~ BFEITE - £t
recognised in respect of film RE BERES
rights, other asset, goodwill and &EZWEEETD
investments in securities and RBMABENT
allowance for advances LR ZﬁﬁBEﬁ,\
to an associate (3,222) (216) - (1,460) (4,898)
Amortisation of other asset AtBERE - (6,644) - - (6,644)
Impairment loss recognised ERAETRIE
in respect of film rights HERR (980) (15,233) = = (16,213)
Impairment loss recognised ERAEMEE
in respect of other asset HEEBE = (46,512) = = (46,512)
Impairment loss recognised ERABERNERE
in respect of goodwill (20,000) (8,072) - - (28,072)
Impairment loss recognised in REFRE
respect of investments HERR
in securities - - - (12,000) (12,000)
Allowance for advances to AFBEARRERE
an associate - (138,531) - - (138,531)
Segment loss PHER (24,202) (215,208) - (13,460) (252,870)
Unallocated corporate income FOEEBRA 390
Unallocated corporate expenses FOESERY (15,293)
Loss from operations LEER (267,773)
Finance costs BEER (340)
Loss before taxation BREAIER (268,113)
Taxation charge HERX (277)
Net loss for the year REERREN
attributable to shareholders BREE (268,390)
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For The Year Ended 31st December 2004 #HZE_-—ZFTMF+_-_HA=+—HILFE

5. BUSINESS AND GEOGRAPHICAL 5.
SEGMENTS (Continued)

Consolidated balance sheet at 31st December 2004

(¥R RMED I (&)

R-BENF+_-_A=+—H2ZHE
EEEER

Sale of
advertising
Distribution Sub-licensing rights Investments Consolidated
BT BEBOE HEELE RE 24
HK$'000 HK$'000 HK$°000 HK$'000 HK$'000
TET FEx FEx Féx FEx
ASSETS BE
Segment assets PHEE 22,974 25,192 2,108 59,732 110,006
Unallocated corporate assets KOESBEE 25,128
Consolidated total assets GAEELME 135,134
LIABILITIES g8
Segment liabilities PHEE 1,254 5,057 = = 6,31
Unallocated corporate liabilities KOESBEEE 57,999
Consolidated total liabilities GRBELESR 64,310

Other information for the year ended 31st December

BE_ZTROF+-A=+—-HL#F

2004 EzHMER
Sale of
advertising
Distribution Sub-licensing rights Investments Unallocated Consolidated
BfT ERBOE HERSE kg AR &8
HK$000 HK$000 HK$’000 HK$’000 HK$000 HK$000
TER TER TER TER TER TER
Additions of property, AENE -
plant and equipment B RSB 54 5 - - 40 99
Additions of film rights REERRITE 13,358 4,970 - - - 18,328
Allowance for bad and REGRE
doubtful debts 147 1,445 - - 56 1,648
Allowance for inventory REGERE
obsolescence 917 - - - - 917
Allowance for film SYRMERSRE
rights deposits 1,000 - - - - 1,000
Allowance for advances DABEDA TR
to an associate - 138,531 - - - 138,531
Depreciation and MEREH
amortisation 10,270 18,905 - - 595 29,770
Impairment losses ERRABER
recognised 20,980 69,817 - 12,000 - 102,797
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For The Year Ended 31st December 2004 #ZE_-—ZFTMF+_-_A=+—HILFEF

5. BUSINESS AND GEOGRAPHICAL 5.
SEGMENTS (Continued)

Consolidated income statement for the year ended

X¥BERMWED I (&)

BZ_22=F+-A=t—-HL¥F

31st December 2003 EzHZRelRax
Sale of
advertising
Sub-licensing rights
Distribution g5 $#HE  Consolidated
B BT EEE Gé
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FAT FET
Turnover = 163,722 38,006 5,268 206,996
Segment profit before amortisation ~ E & EE R
of other asset, and impairment loss ERAEFZETHERNE
recognised in respect of film rights B8 312 2 B 118,077 12,310 3,126 133,513
Amortisation of other asset EEESH - (6,644) = (6,644)
Impairment loss recognised in ERATFEMTERESE
respect of film rights (62) (1,400) = (1,462)
Segment profit 7 8 A 118,015 4,266 3,126 125,407
Unallocated corporate income APOBEEEKA 1,849
Unallocated corporate expenses AAREERT (10,827)
Profit from operations e R7 116,429
Finance costs BEER (340)
Profit before taxation Bt A0 A 116,089
Taxation credit HEES 1,040
Net profit for the year REERFFE 117129

Consolidated balance sheet at 31st December 2003

BE_ZTR=F+-A=+t—-RHL¥#F

Ez@meaWaR
Sale of
advertising
Distribution ~ Sub-licensing rights  Consolidated
B BEEOE HEESE e
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET TEx
ASSETS
Segment assets NHEE 85,397 98,166 5,269 188,832
Interests in associates BENAES = 160,000 = 160,000
Unallocated corporate assets ROEEEEE 98,269
Consolidated total assets GAEELME 447101
LIABILITIES g8
Segment liabilities PHEE 18,437 32,343 = 50,780
Unallocated corporate liabilities KOESBEEE 58,666
Consolidated total liabilities GAEAEER 109,446
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5. BUSINESS AND GEOGRAPHICAL 5.
SEGMENTS (Continued)

Other information for the year ended 31st December

X¥BRMWED I (&)

BZz_22=F+-A=t-HL¥F

2003 ExHEMmER
Sale of
advertising
Distribution ~ Sub-licensing rights  Unallocated  Consolidated
B EREOE  HERSE ROR ma
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET TET FET FAET TET
Additions of property, RENE BF
plant and equipment E — - — 1,754 1,754
Additions of film rights REBTELTE 18,145 26,226 = = 44,371
Allowance for bad and REGEE
doubtful debts — 88 — — 88
Allowance for inventory obsolescence &7 & & & 487 = = = 487
Depreciation and amortisation FER#H 31,375 37031 = 477 68,883
Geographical segments ih & 2 P

The Group’s operations are substantially located in
Hong Kong and Macau. Thus, no geographical analysis

REBZEZBETBUREE AP -
H L |2 54240 8@ D4 2 53 JF & &

a4 for the carrying amount of segment assets and REENAERDE  BFERZENEY
additions to property, plant and equipment and BEZER o
intangible assets is presented.
The following table provides an analysis of the Group's TRAASBERMEGE S ZHEED
sales by location of markets: o
TURNOVER
BERE
2004 2003
—EENF —ET=F
HK$°000 HK$'000
FET FA&T
The People’s Republic of REE AR EFE
China excluding Hong Kong, (B8 BFEeE
Macau and Taiwan (the “PRC") BN (THRE D) 42,404 203,883
Hong Kong and Macau B KRB 15,978 3,113
58,382 206,996
OTHER OPERATING INCOME 6. HK=EW A
2004 2003
—EENF —EE=F
HK$’000 HK$000
FET FET
Dividend income from BHEEEZREWA
investments in securities 315 =
Interest income on bank deposits RITIF R F B A 14 55
Sundry income HIEWA 61 194
Interest income on convertible notes AR Z i 2 F B WA - 1,600
390 1,849
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(Loss) profit from operations
has been arrived at after
charging:

Allowance for bad and
doubtful debts (included
in administrative expenses)
Allowance for film right
deposits (included in
administrative expenses)
Allowance for inventory
obsolescence (included
in cost of sales)
Amortisation of film rights
(included in cost of sales)
Amortisation of goodwill (included
in administrative expenses)
Amortisation of other asset
(included in administrative
expenses)
Auditors’ remuneration
Cost of inventories sold
(included in cost of sales)
Depreciation of property,
plant and equipment:
— owned assets
— leased assets

Operating lease rental in respect
of rented premises
Staff costs including directors’
emoluments:
— salaries, allowances
and benefits in kind
— contributions to retirement
benefits scheme

Unrealised loss on investments in
securities (included in cost
of sales)

Loss on disposal of property,
plant and equipment

& (B1R) a M E kR

(
THKIE

RIZRREE (O &
AT FX)

EXRTRESER
(Bt AT )

REFERE
(BEFt ASHERK)

EXRITHEN
(BEFFAHERR)

mEEE (DRA
THF )

H 8 #
(BFFATTERAX)

% A0 B &
EEFERAE
(BFFAHERRE)
ME - BER
RBITE -
—BEEE
—MHEBE

HEME &S
HHOHES
BTRAN (B
EEME)
—¥z  =H
R B H &%
—RREFIE &
R

EARREZARBRER

(BFFAHERR)

HEME  WERERE

Z &8

2004 2003
—EENMF —EE=F
HK$'000 HK$'000
FHET FET
1,648 88
1,000 —
917 487
17,894 57818
3,953 3,105
6,644 6,644
720 700
1,904 4,912
1,269 1,303
10 13
1,279 1,316
1,616 1,300
10,008 8,310
212 152
10,220 8,462
852 —

— 4
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— Other emoluments paid to

8. FINANCE COSTS 8. MEEHR
2004 2003
—EENE —EFEF=
HK$'000 HK$'000
FET FAETT
Interest on borrowings wholly HARAFRNTBEHEEZ
repayable within five years: BE2HE -
— convertible notes payable — R Rk EE 338 338
— a finance lease —mERD 2 2
340 340
9. DIRECTORS' EMOLUMENTS 9. EEME
2004 2003
—EENE —ET=
HK$'000 HK$'000
FET FETT
Fees: e
— Executive directors — HITES - =
— Independent non-executive — BIAFFRITES
directors 270 240
ENTHITES 2
executive directors: HEie :
— Salaries, allowances and — ¥& - R
benefits in kind EEWMA = 1,548 1,548
— Contributions to retirement — ROKBFIET &
benefits scheme R 12 12
1,830 1,800
The emoluments of the directors were within the EEvMeHmEDOT ¢
following bands:
2004 2003
—REmMFE —TT=
Number of Number of
directors directors
BEEAH FEAH
Nil to HK$1,000,000 Z %= 1,000,000% T 5 4
HK$1,500,001 to HK$2,000,000 1,500,001 7T £ 2,000,000/% JT 1 1

During the year, no emoluments were paid by the Group
to the directors as an inducement to join or upon joining
the Group or as compensation for loss of office. None
of the directors has waived any emoluments during
the year.

FA - ANKE L E R E A A
T ESIMANEE 2 528k B B
B -MEEENFARETAHNE -
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10. EMPLOYEES' EMOLUMENTS 10. EEEN 2
Of the five individuals with highest emoluments of the RS lﬁ%?%%ﬁ/\iﬁP CHA—
Group, one (2003: one) was director of the Company, ZH(ZEE=ZF : —R)BAREE
whose emoluments are set out in note 9 above. The £ HES B EHMN EXHFE - EHr
emoluments of the remaining four (2003: four) H(ZEZT=F : mH) AL z2HEm
individuals were as follows: N
2004 2003
—EENEF —EE=F
HK$’000 HK$'000
FET FA&ET
Salaries, allowances and e FEMEREDIGS
benefits in kind 2,364 1,443
Contributions to retirement RAKAE ) 5T B4 50
benefits scheme 48 35
2,412 1,478
The emoluments of the remaining four (2003: four) Efpmug (Z2EZE=F  NA) &5
highest paid individuals fell within the following bands: ATZHeERAT :
2004 2003
—EEZMF —EE=F
Number of Number of
employees employees
BEAH BEAH
Nil to HK$1,000,000 £ 21,000,000/ 7T 3 4
HK$1,000,001 to HK$1,500,000 1,000,001% 7T & 1,500,000/% 7T 1 —
11. TAXATION (CHARGE) CREDIT 1. B (ZXH)ER
2004 2003
—EENEF —EE=F
HK$°000 HK$'000
FET FAET
The taxation (charge) credit are M (L) EEemT :
as follows:
Hong Kong Profits Tax BAEFEH
— current year —KRFEE (284) (283)
— over(under) provision in —AEFEBEREE
prior years (BETR) 7 (164)
(277) (447)
Transfer from deferred taxation EEEIRELEHIE
(note 29) (Kt &E29) - 1,487
Taxation (charge) credit attributable A2 & & E Kt B A 7
to the Company and FEERIE (X)) Ee
its subsidiaries (277) 1,040
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11. TAXATION (CHARGE) CREDIT (Continued) 11.

Hong Kong Profits Tax is calculated at 17.5% (20083:
17.5%) on the estimated assessable profit for the year.

The taxation (charge) credit for the year can be

BIE (X ) ER @)

FARMNEWR D RANFE G BRV®

FA175% (ZEZE=F : 17.5%)
27; E o

TRl F

£R - AREAMERRNZ (BE) %

reconciled to the (loss) profit per the consolidated
income statement as follows:

MEFRZHBIA (B ERemT -

2004 2003
—EEME —EE=F
HK$°000 HK$'000
FET FA&ET
(Loss) profit before taxation BRELAT (B518) & A (268,113) 116,089
Taxation at income tax BAFHRIE17.5%
rate of 17.6% STE 2 HIE 46,920 (20,316)
Tax effect of income that is not taxable 7R & J& &R 7 it A B A~ 7]
in determining taxable profit RBWA Z B2 606 23,641
Tax effect of expenses that are FE R TE FE SR S B B 1S )
not deductible in determining MBS H 2T &
taxable profit (45,640) (444)
(Over)underprovision in respect of BEFE GBEER)
prior years BETR 7 (164)
Tax effect of estimated tax losses RAEREERBEE 2
for which deferred HEREBE BT E
tax assets have not been recognised (2,170) (1,538)
Increase in opening deferred tax & S A = 4E N
liabilities resulting from an increase T 2= 4 2 A A IE B 18
in Hong Kong Profits Tax rate B FEE N - (139)
Taxation (charge) credit for the year AEERHE (ZH)EE (277) 1,040
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The calculation of the basic and diluted (loss) earnings
per share is based on the following data:

BREXREE (BB ANTIRET
SIBUREHE -

2004 2003
—EENF —_TE=F
HK$°000 HK$'000
FET FA&ET
(Loss) earnings for the purposes of RErBESREAR (E18)
basic (loss) earnings per share — BFEMAZ (BE) BF—
net (loss) profit for the year REE (B18) 5 8F8E (268,390) 117129
Effect of dilutive potential BET AR 2 BETE
ordinary shares:
Interest on convertible JE AT R R A 2
notes payable — 338
(Loss) earnings for the purposes of RETESREE (BE)
diluted (loss) earnings per share BFEA 2 (BE) BF (268,390) 117,467
‘000 ‘000
Fr FB&
Weighted average number of ordinary RirEFRER (BHE)
shares for the purposes of BAEFTA 2 AR
basic (loss) earnings per share hn#E 55 £ 4,752,000 4,752,000
Effect of dilutive potential BIELTER 2 #E
ordinary shares: -2
Share options i s - 29,717
Convertible notes payable FEAS A R R R 4R - 84,500
Weighted average number of ordinary R s+ &E &A% 8% (E&518)
share for the purposes of AFETAZ LBk
diluted (loss) earnings per share hn#E 5 £ 4,752,000 4,866,217

Subsequent to the balance sheet date, the Company’s
issued and unissued shares of HK$0.10 each was
subdivided into 10 new shares of HK$0.01 each. The
share subdivision took effect on 17th January 2005.
The weighted average number of ordinary shares for
both years for the purposes of basic and diluted (loss)
earnings per share have been adjusted accordingly.

The computation of diluted loss per share for the year
ended 31st December 2004 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.

The computation of diluted earnings per share for the
year ended 31st December 2003 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.

HEHKR AREEREEI0ETT
ZEBITRABTROFARI0BRE
IREEO0.01E T 2 ¥R o B fn ¥ 4l
R_ZFZFRAF-ATEBEER - K&t
B EAMEFE 2 BRERNNEE (B
18) BN FTR 2 & Bk g e
EHREHE -

HRITERRR 2 RIREE - BAA
BERZENBRERB AR R EIN
MG EHEREEFERD - B
BHE_ZTTMF+-_A=1+—HL
FEERETEERYBRRCITRE
ARABZRBRERE - BT RKRERE
Ko FE B HE o

PR 2% ] B 3B 2 4718 (B R
BFOTE AU ERE-FE=
F+=A=+-AILFE SRES
BB 30 4 (B OR 217 18 3 5 IR

B3
A

S o
=
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13. PROPERTY, PLANT AND EQUIPMENT 13. % - MERR®E

Leasehold Furniture
land and Leasehold Office Motor and
buildings improvements equipment vehicles fixtures
HELH REN% BAE vehicles BRR Total
THE GROUP r58 kEF %45 #fE RE ¥E @
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
FET FiEx T T FET T
COST OR VALUATION RAGEE
At 1st January 2004 “EENE-A-H 5930 2,136 3,971 1,633 2,116 15,786
Additions RE — — 87 — 12 99
Surplus on revaluation BB 1,440 = = = = 1,440
At 31st December 2004 —STmE
+-A=1+-H 7370 2,136 4,058 1,633 2,128 17325
Comprising 287
At cost RA - 2,136 4,058 1,633 2,128 9,955
At 2004 valuation “ZIMEMRE 7370 = - - - 7370
7370 2,136 4,058 1,633 2,128 17325
DEPRECIATION ik
At 1st January 2004 “SEmE-A-H — 1,290 1,990 312 765 4,357
Charged for the year rEEER 119 282 410 264 204 1,279
Written back on revaluation ~ EfE & [ (119) — - — - (119)
At 31st December 2004 “EENE
+-A=1+-H — 1,572 2,400 576 969 5,517
NET BOOK VALUES RERE
At 31st December 2004 —STmE
+-A=+-A 1370 564 1,668 1,057 1,159 11,808
At 31st December 2003 —2%=%
TZA=+t-H 5930 846 1,981 1,321 1,351 11,429

The leasehold land and buildings of the Group are
situated in Hong Kong and are held under medium-
term leases.

The leasehold land and buildings of the Group were
revalued at 31st December 2004 by Grant Sherman
Appraisal Limited, an independent firm of professional
valuers, on an open market existing use basis. The
surplus arising on valuation has been credited to the
properties revaluation reserve account.

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 31st December 2004 would have been
stated at approximately HK$2,232,000 (2003:
HK$2,306,000).

The aggregate net book value of assets held under a
finance lease at 31st December 2004 amounted to
HK$42,000 (2003: HK$52,000).

AEEZHETHEBTFHLRE
B YRTFHMENEE -

AEEHEL HEEBFR _TTHEF
T A=t - HHBIEEMEEMT
FREAGERARAREERBREREA
FMMmEEFEHEMR EEHAEKCTAY
XEMGREBR -

fis 78 & 1t ]2 48 7 I 48 4R 58 BK AN R
B MESAMBERE - AL EME
R-ZEENMF+_-_A=+—HZKA
BE¥E1R42,232,0008 T (T =
£ 1 2,306,000 L) 5B o

NR-_ZTEME+-_A=+—0H0 " B
RERABSAECEERAFEBLES
42,0008 0 (ZEZT =ZF : 52,0005
JC) ©
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14. FILM RIGHTS 14, EFBITRE
THE GROUP
AEE
HK$'000
FET
COST N

At 1st January 2004 —ETENF—HA—H 163,682
Additions NE 18,328
At 31st December 2004 —ZEZENFE+=-HA=+—H 182,010

AMORTISATION AND IMPAIRMENT #as R E
At 1st January 2004 —ETTENF—-—H—H 137,562
Charged for the year rEEEHR 17,894
Impairment loss recognised EERRERSRE 16,213

At 31st December 2004

—EENE+=-_A=+—H 171,669

CARRYING AMOUNTS R B
At 31st December 2004 —EENE+=-A=+—H 10,341
At 31st December 2003 —EE=F+-_A=+—8H 26,120
2004 2003
—EENE —ET=F
HK$'000 HK$°000
FHET FAETT

Analysed as: PaR) =1

Non-current portion JE BV ER =6 17 9,236 22,134
Current portion Bl ER &6 10 1,105 3,986
10,341 26,120

The directors reassessed the recoverable amount of
the film rights at 31st December 2004 and recognised
a total impairment loss of approximately
HK$16,213,000, which was determined with reference
to the estimated amount obtainable from the sale of
these assets less cost of disposal.

EERN_ZETNF+=ZA=+—HE
HEEETEZTKESEIERE
H#716,213,0008 T 2 REEE
SEHEZSEERNENEMEZ
HEtemEmET -
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THE COMPANY

b NN
2004 2003
—EENFE —EE=F
HK$°000 HK$'000
FET FET
Unlisted shares, at cost FE £ AR 9 A AR 83,553 83,553
Amounts due from subsidiaries & U i B A 7 7k 1B 255,472 258,177
Allowance for amounts due FE W BfY /B A A
from subsidiaries SRIB (243,000) (99,000)
12,472 159,177
96,025 242,730
The amounts due from subsidiaries are unsecured, non- BRI BARIRBEAERAREE
interest bearing and have no fixed terms of repayment. BEETEERS -EFERE KK+
In the opinion of directors, the amounts will not be AR TEEEEZITRIE -
repaid in the next twelve months.
Details of the Company's subsidiaries, all of which are RAGIZMB AR (FTEMBARHER
wholly-owned, at 31st December 2004 are as follows: 2ERE)R_ETEWNF+_A=+—
BZHFBWAT :
Particulars
of issued
Country/place of share capital Principal activities and
Name of subsidiary incorporation B %17 place of operation
MERRERE HEMRIBER B BAFHE FEEBREEHI
Bluelagoon Investment British Virgin 1 ordinary share Investment holding,
Holdings Limited Islands of US$1 distribution of films,
RBREXHS 1R EE sub-licensing of film
1ZET2ERRK rights and sale of
advertising rights in the
PRC and investments in
securities
Ren @& A - BT
By BREZEITE -
HEBSRRRERS
Legend Rich Limited British Virgin 1 ordinary share Distribution of video
Islands of US$1 products in the PRC
RBEAHS 1R EE through a PRC agent
1ZEnzERk BRAPEREFRFEH
BIIREEM
Riche Advertising British Virgin 1 ordinary share Sale of advertising rights
Limited Islands of US$1 in the PRC and
EBREZHS 1R EE investments in securities

1XT2ERE NPEEEERSER

BREES
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Name of subsidiary

(o AR

Riche (BVI) Limited

Riche Distribution
Limited
EXRBEITHERRAA

Riche International
(Macao Commercial
Offshore) Limited

LRBIR CRPIBE =
R BR A A

Riche Multi-Media
Limited
EXLZHBERAT

[}

iche Pictures Limited
REEBERAT

fl

Riche Video Limited
EXRBEEERA A

World East
Investments Limited

Particulars

of issued

Country/place of share capital
incorporation 28T
HMRIER % BRAFEE
British Virgin 1,000 ordinary
Islands shares of US$1
RBELHS each
1,0000% & A% E &

1€ TR

Hong Kong 1,000,000
BB ordinary shares
of HK$1 each

1,000,0000% & i%

HEIETTZ

TiE

Macau 1 share of
R P MOP100,000
1% E B R P &

Hong Kong
BE

British Virgin
Islands

RERLES

Hong Kong
BE

British Virgin
Islands

RERAES

100,0007T Z A% 7

2 ordinary shares
of HK$1 each
2l EREE
1B T ERRK

1 ordinary share
of US$1
1R EE

1% 2 EimRk

10 ordinary shares
of HK$100 each
20,000 non-voting
deferred shares

of HK$100 each*
10 EREE
100/ 7T 2 BB &
20,0008% & & H &
1008 T2 EIE R
iR RE A% 17 *

1 ordinary share
of US$1
1R E A

1T 2 E ik

Principal activities and
place of operation

TEXEBREEME

Investment holding in
Hong Kong
REBREER

Sub-licensing of film
rights in Hong Kong and
investments in securities
REAEREZEHTER
KRERZS

Distribution of films,
sub-licensing of film
rights and sale of
advertising rights in
the PRC

RABRETEY B
BERRTENEERESRE

Distribution of films and
other video features in
the PRC

KA EEITER
H R e

Investment holding in
Hong Kong
NEBREZER

Distribution of video
products in Hong Kong
REBBRITEZRE @

Distribution of films and
sub-licensing of film in
the PRC through a PRC
agent

BEBRBERIEEN BT
B RERERLEITE
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15.

16.

INTERESTS IN SUBSIDIARIES (Continued)

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

OTHER ASSET

* %5 B AR IR IE A D B R 3 R A A

D  BRREBARBRRAEZ
CHEZEREREE LRE
BN EFERR T AAZHEEMND
i

N}

OfF it i
&
om

NQN T H A Riche (BVI) Limited 2
Wz o FTBEMHMBRARYEAR R
MEFHE -

6B 2 B0 4 65 B 30 7 A AT
R4 4 4E (T b SR B ) 2 R S 55

16. Htt &=

THE GROUP
A%Em
HK$000

F BT

COST
At 1st January 2004 and 31st December 2004

g
“TTME-A-AR

—EENEFE+ -/ =+—H 152,064
AMORTISATION AND IMPAIRMENT BHERRE
At 1st January 2004 —ZEENFE—HA—H 98,908
Charged for the year XEEEHR 6,644
Impairment loss recognised B RIBEEE 46,512
At 31st December 2004 —EENFE+=-HA=+—H 152,064
CARRYING AMOUNTS REE
At 31st December 2004 —EZNE+=-H=+—H —
At 31st December 2003 —EE=F+_-_A=+—H 53,156

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 2004 and recognised
an impairment loss of approximately HK$46,512,000.

Hib & EYE 2T B ZEITRA] LT
BB PTEL 2 A EA S - RI0FF
HRS5H -

EERETEMEF+_A=1+—HE
fh B fth & 2= 2 7] B U & B8 I 1 320 (B
548 446,512,000/ JT °



NOTES TO THE F

For The Year Ended 31st December 2004 #HZE_-—ZFTMF+_-_HA=+—HILFE

17. GOODWILL 17. B8
HK$°000
FAET
COST R
At 1st January 2004 and —EENF-H—BH X
31st December 2004 —EENFE+-A=+—H 39,530
AMORTISATION e
At 1st January 2004 —EENF—HF—H 3,105
Charged for the year REEER 3,953
Impairment loss recognised B R E E 18 28,072
At 31st December 2004 —EENF+_-_HA=+—H 35,130
CARRYING AMOUNTS REE
At 31st December 2004 —EENF+=_A=+—H 4,400
At 31st December 2003 —EE=F+=-_A=+—H 36,425

The amortisation period adopted for goodwill is 10

years.

Due to continuous losses incurred by the subsidiaries,
the directors reassessed the recoverable amount of
the goodwill arising on acquisition of these subsidiaries
and recognised an impairment loss of approximately
HK$28,072,000 which was determined with reference
to the estimated amount obtainable from the sale of

these subsidiaries less cost of disposal.

18. INTERESTS IN ASSOCIATES

BERAZHEBHFHBI10F -

HREBKBARIZEREFEE S
EERKEEENBARMEEZ
mE AR EHE - WERREERE
49 28,072,000 - W2 EHEEH
SN EE N B o RS ekt D R k=0 57N

18. BME QA AR

THE GROUP
KEH
2004 2003
—gemF -—TT=4
HK$'000 HK$'000
FHET FA&ET
Convertible notes issued BERNREITZ
by an associate Al % Rk 160,000 160,000
Less: Allowance for i AR R A
convertible notes (160,000) —

- 160,000




At 31st December 2004, the Group had interests in
the following associates:

Form of
business Country of
Name of associate structure incorporation
BENTEB ES TS B M B R
Gainful Fortune Limited Incorporated  British Virgin
(“Gainful") FEff AR L Islands
EERAES
Ocean Shores Licensing Incorporated  British Virgin
Limited * FEff AR L Islands
EERAHES

* Ocean Shores Licensing Limited is a wholly-owned

subsidiary of Gainful.

The convertible notes bear interest at 1% per annum,
which is payable yearly in arrears, and will mature on
17th April 2005. Prior to the maturity, only Gainful has
the right to redeem early part or all of the amount of
the convertible notes. The convertible notes carry the
right to convert the outstanding principal amount of
the convertible 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 convertible
notes with the consent of Gainful.

At 31st December 2004, the directors assessed the
financial position of Gainful and considered that the
convertible notes cannot be recovered in the future,
therefore, an allowance of HK$160,000,000 had been
made.

For The Year Ended 31st December 2004 #HZ_-ZFFWF+=-F=+—HIFZF

R_ZFZEEFE+_A=1t—H &K

EEETIBMERRZ ER
Proportion
of nominal
value of Nature of
issued share business
Class of capital held and place
share held by the Group of operation
FRERS FEEREEH EBMHER
Ehl TRAEELS HEHE
%
Ordinary 40 Sub-licensing
TEk of hotel and
intranet
distribution
rights in the
PRC
R B ROR R
R A4
BATHE
Ordinary 40 Sub-licensing
Lk of film rights
outside Hong
Kong and
Macau
K& KR I
i [ B 5%
BREITHE
* Ocean Shores Licensing Limited &
Gainfulz 2 &K B R A °

HZEBBERBREMNEK1EF B

\\\

FELARIEF B j’[ﬁ—rﬁf\: 235
EEH‘H:Et'JHﬁ ABIERT - R
Gainful 7] & @ *B@Yiuﬁ—ﬁﬁﬂ

B ZERARREERWN AT TR J
HBERABESRIB TETBRERER
2 ARME B A& %8 K A Gainful iE A A
BREEIAITZEER - AW A%
B r] RN EE 2 H R &£ Gainful Bl B8
RZEER -

R-ZZEZENF+-_A=+—"H &%
& Gainful 2 B B R 30 3R & 7% & A
BREEEESEEINBRKE -
& itk 1 B 8 160,000,000/ 7T ©
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18.

19.

INTERESTS IN ASSOCIATES (Continued)

The following details were extracted from the audited
consolidated financial statements of Gainful for the year
ended 31st December 2004.

Results for the year ended 31st December 2004

18. Bt & NI RERE (&)

ATEREEGanfuE — ST M4
+ - A=+—BIFEZEEXRES
FIEHmE -

BZ_Z2FNS+_-_A=t—-HILHF
E2®E&

2004

—EENF

HK$°000

FET

Turnover L 419

Loss from ordinary activities before taxation BREAIA B EBERE 152,385
Loss from ordinary activities before taxation 7 5 B FE G BR B AT

attributable to the Group AE¥KER —

Financial position at 31st December 2004

R-EZBNF+-_A=t+-HAz¥H
AR

2004
—EENE
HK$°000
FAET
Current assets mENEE 5,541
Current liabilities mEAaRE 177,397
Net liabilities BEFHE 171,856
Net assets attributable to the Group AEBEEGLEEEFHE -
INVENTORIES 19. &
THE GROUP
KEH
2004 2003
—EENE —EE=F
HK$'000 HK$'000
FET FETT
Finished goods B K o 15 1,469
Finished goods of HK$15,000 (2003: HK$127,000) are 21X, u% 15 ooo}% 7‘5 (: TT=F

carried at net realisable value.
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20. TRADE RECEIVABLES 20. EZ WA

RELZEXBRITEREREY R
T BEFEARAAKEXNES - &
EE’\\ TEHEMHANETERPFK

g

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.

BN
_>U<:‘I:I puiig

NEER  BEZRWFAZEREDN

The following is an aged analysis of the trade

receivables at the balance sheet date: m
THE GROUP
rEHE
2004 2003
—EENF —EE=F
HK$’000 HK$000
FET FAETT
0 — 30 days T E30H 3,054 42,074
31 — 60 days 31£260H 92 5,387
61 — 90 days 61290H 1,979 6,221
Over 90 days 90H M E 18,183 2,820
23,308 56,502
=y 21. INVESTMENTS IN SECURITIES BEHERE
THE GROUP
rEE
Trading securities
EBEHEE
2004 2003
—EENF —EE=F
HK$’000 HK$'000
FET FAETT
Unlisted other equity securities, JF T EMAAAREZ -
at cost (note i) ZIRE (M) 30,000 —
Impairment loss recognised ERERRERE (12,000) —
18,000 —
Listed trading equity securities, +tTEBRKNZE A -
at market value: EmE
— Hong Kong (note ii) — BB (MaFi) 38,911 —
— Overseas — B 2,821 —
41,732 —

59,732 =
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Notes:

(i)

(ii)

Unlisted other equity securities represent the Group’s
investment in Rainbow Choice Enterprises Limited
(“Rainbow Choice"”), a company incorporated in the
British Virgin Islands. The Group’s investment represents
a holding of 40% of the ordinary shares of Rainbow
Choice. The principal activities of Rainbow Choice are
the production and distribution of entertainment news.
Rainbow Choice started operations in July 2004 and its
operations and assets were controlled by the other
shareholder. Although the Group appointed a
representative to the board of directors of Rainbow
Choice, the Company found that its representative
encountered significant difficulty in influencing the
management of Rainbow Choice in practice. As a result,
Rainbow Choice is reclassified from an associate of the
Group to an other investment of the Group.

Subsequent to the balance sheet date, the Group
entered into an agreement with the other shareholder
of Rainbow Choice pursuant to which both parties
agreed that the ownership of all the television programs
produced by Rainbow Choice would be transferred to
the Group and the other shareholder of Rainbow Choice
agreed to pay HK$18,000,000 to the Group. Upon
signing the agreement, the Group received
HK$6,600,000 from the other shareholder of Rainbow
Choice and the remaining balance of HK$11,400,000
will be paid to the Group by 4 equal quarterly
instalments.

Included in listed trading equity securities in Hong Kong
is the Group’'s investment in Mainland Headwear
Holdings Limited, a company incorporated in Bermuda.
The Group’s investment represents a holding of 3.29%
of the ordinary shares of Mainland Headwear Holdings
Limited.

THE GROUP
The amount is unsecured, non-interest bearing and has
no fixed terms of repayment.

&

() FEMEMRABFLFEAEERNEE
B S M 2 A FRainbow
Choice Enterprises Limited
([Rainbow Choicel) 218 & - A&
& 2 & & 15 Rainbow Choice & A% 2
40% ° Rainbow Choicez & & ¥ 7§
BREERBTREZFTHESE -
Rainbow Choicei® —Z Z /I F+ AR
IREE HEEBEREERS —URRE
oo & %E X% B ® Rainbow
Choicex EFEEH —BEMEREK ' &
ARAIBHEARKRERLHUSY
Rainbow Choice” BIREIBEE AT E
71 o At Rainbow Choicef R A&
AEBHENRENREARER
ZH—HEHEE -

EHEER 2R AEBHZN
Rainbow Choicef% BiZR 755 © 1L
£ 75 [A & Rainbow ChoiceZ {2 FT A
ERMHECHEERBEETAER
1 2%z Rainbow Choicef% 2 [E & A 4
& E % 118,000,000 T ° 5] %
WiE% - A% E B %A Rainbow
ChoiceflR R 18 6,600,000/ T * &
#:11,400,0007% o5 F19 5 WM ER S 1+
AEBR - BHER —ZF -

(i) BAZEMBEERAZFLFBEAEE
B F & K 2 2 & Mainland
Headwear Holdings Limited (7R 3E 1§
EERBBR AR 2KRE - AEBE 2
WEMRERFIZERER A BT @R
Z 3.29% °

AEE
R BASELAR  2EREBETER
5 o
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23.

24,

TRADE PAYABLES 23. EZENRE
The following is an aged analysis of the trade payables REER  BZREMNRBZEREDT
at the balance sheet date: m
THE GROUP
rEE
2004 2003
—EENE —ET=F
HK$’000 HK$'000
FET FAET
China Star Entertainment FRELEERA A
Limited and its subsidiaries FEM B AR
(“China Star Group”): (ZBEIPEESEHE]) :
0 — 30 days T E30H 123 1,010
31 — 60 days 31£60H 116 3,834
61 — 90 days 61£90H 85 595
Over 90 days 90H K E 1 8,864
325 14,303
Others: HAh
0 — 30 days T E30H — 975
61 — 90 days 61£90H — 683
Over 90 days 90H K E 1,658 —
1,658 1,658
1,983 15,961

China Star Entertainment Limited (“China Star”) is a
substantial shareholder of the Company.

TEEEEFRAA([FEE]) BE
NEIZEEZRR -

AMOUNTS DUE TO RELATED COMPANIES 24. BB E A B RIEA

The amounts are due to China Star Group and are
unsecured, non-interest bearing and have no fixed
repayment terms.

ZEREENTHESE @ I AEK
w28 REETEERE -
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25. OBLIGATIONS UNDER A FINANCE LEASE

26.

25. @EHE N EE

Present value

Minimum of minimum
lease payments lease payments
RERE REREBEE
2004 2003 2004 2003
—EENFE —TT=F ZFTENF —TT=-F
HK$’000 HK$'000 HK$’000 HK$'000
FET FE&T FET FET
THE GROUP rEE
Amounts payable under RERERLD
a finance lease: Bt z&%E
Within one year —FR 10 25 8 23
In the second to fifth E_EZRFRN
year inclusive (BEEEMT) - 10 - 8
10 35 8 31
Less: Future finance - AERBMEER
charges 2 4 - —
Present value of lease ML AERE
obligations 8 31 8 31
Less: Amount due for B —FER
payment within EN&HE
one year 8 (23)
Amount due for payment —FEEN
after one year k-] - 8

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.

CONVERTIBLE NOTES PAYABLE

THE GROUP AND THE COMPANY

On b5th 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 116 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.

26.

AEENREBOSTABERAE TXR
o MHIREEF - M B Ehﬁﬁ%ﬂﬁ-;ﬁr

B URIIVEEEHNEHEE - A
%ﬂJﬁlm%ﬁﬁ ME N 48 E 3 A
e L EMEZHE -

AEBZBEBHREHALRBAZ
HEEEFER/EM -

BEATRRREE

AEBBRADF
R-_ZTET-_F-_FAH > KEEHEAF
BEESBILIFTERSE Bt R
B £ 5= B LA 42 X (833,800,000 7T #%
1m%%%&$l&§$2ﬁ%%ﬁ%
AEE BH-ZZEZEZ-_FHANBRAE
HI104F %REM$ AIETAEH
33,800,000/ 70 2 AJ A AR IR S A o



For The Year Ended 31st December 2004 #HZ_-ZFFWF+=-F=+—HIFZF

THE GROUP AND THE COMPANY (Continued)

The convertible notes bear interest at 1% per annum
which is payable semi-annually in arrears and will
mature on 19th April 2005. Prior to the maturity, neither
the holder nor the Company has the right to redeem
or request for redemption of the notes. The 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.

Ordinary shares of HK$0.10 each

Authorised: EERA
At 31st December 2003 and :?;—?Ei‘i‘_ﬂ:
31st December 2004 R—ZTENFE+_A
Issued and fully paid: BEETEHBRERA
At 31st December 2003 and —TE=F+-_A=+—-HK
31st December 2004 —ZENF+-_A=+—H

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 17th June
2002 up to and including 16th June 2005. During the
year, no holders of the warrants exercised their rights
to subscribe for shares in the Company. Exercise in
full of such warrants would result in the issue of
95,040,000 additional ordinary shares of HK$0.10 each.

BRMEEC.10/E T2 EBK

AEERALQT (&)
ZENBRBERIRENE1ESTE - A
B¥FINABERE  UHERZEZT
AFEMA+LBEE - REIERT - 35
BEARARRLEEBERNEREL
ZEABRBRER - ZEBRRKRERN
EREMNTR=_FETRAFMNA+NLBK
ZAIBERIE B IR4.008 L 2 KA E R
AR IR 2 2 20 E R 2615 K B |
REBEHBRABRRBIRATFEREE
0108 Tz ERMR  MIFBEANH2
I MRER A S FEEIRAARNAD R
AR A o

Number of shares Amount

B & -]

‘000 HK$°000

Fie FETT

—H 2,000,000 200,000
475,200 47520

REEFER  ARABZEBHTEA
B EERES -

R AEE
REBEE_ZEE-_F+-_A=+—H1
FER  ARARER-_ZTZT_FFA
—t+ttRAEEHEERARARARAFTE
[ E{EO0.10/8 T 2 B 1h 817 — 1 RAI%
REE 2 - M AR R 3 1795,040,000
MEAFRIREE - ZERREEFRE
AR B M3.60/8 TR EA QA R AR
SRMECI0EB T RN ZRIEBHE -
Jk%%ﬁﬁ—vz_gﬂﬂ+t5
SHEEZE _ETRFATNB (B3
ZB)BERITE - FA 0 ,mu,uﬂxf‘*y*
BRAEATEERANREARARD
1FLJ£ETT{§|:/<:?JHX$E?§ : EIJZLVAE
78 %% 1795,040,0008% & X H {H0.10/8
T BEINE R o



For The Year Ended 31st December 2004 #HZ_-ZFFWF+=-F=+—HIFZF

premium
B4 E
HK$'000
FHET
At 1st January 2003 —EE=F
—H—H 186,682
Cancellation of share IR M EER
premium account and REBEE
transfer to contributed EHRRE
surplus account (186,682)
Transfer from contributed HEHEH
surplus account to REgz
accumulated ZEEER
losses account
Net loss for the year REEZEHBFRE
At 31st December 2003 —EE=F
+-A=+—
Net loss for the year RFEEFE %%ﬁ
At 31st December 2004 —TEWF
+-BA=+—8H

THE COMPANY

KAF
Share Contributed Accumulated

surplus losses Total
ERRS REER @et
HK$'000 HK$'000 HK$000

FET FET FET

(Note)

(K a)

83,353 (106,579) 163,456
186,682 — —
(106,579) 106,579 —

= (1,972) (1,972)
163,456 (1,972) 161,484
— (148,631) (148,631)
163,456 (150,603) 12,853

Note: 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) itis, 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.

Kt  RER-_ZEZE=FNA-+=-RA2
BRRFHAG LBBZEIRAER AR
B2 EMBBRERARRMKE 2B AT
NEEEERAMZEBEEFELERRT
ERRBREZMETRAZEERE K
MEEREBBRERFBRERZEFREZE
B e

REBRE-NN—F QL (REF) -
ARAZEBBBRIKRATTHIK - HEM R
THMER - BIARABDNEEIRSOR MK S
FEERBEHRTIEHDIK -

(a) ARFRBFHINDIREELEELT

HafE sk

(b) NABENEHEER 51&73‘\,\/\
1; BEBEITRARRMDGER B
A e
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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 Shores (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.

The followings are the major deferred tax liabilities and
assets recognised by the Group and movements
thereon:

KEE
AEERAEBREEB AR 2R]A
% B 7 4 (& B2 [\ Classical Statue
LimitedfZ 2 1208% A% 15 AT Ocean
Shores (BVI) Limited (38 2k f8 Riche
(BVI) Limited) FT %17 2 880/ Ik 17 2
HELKAWNBARBITROMEEL 2
RIEZZ% °

AEBZEBBRERBER _TT=
FNAZ+T-_AZRRFI ARG LA
BEFRBREBENEERERE
REtEBBRKRZFHE -

B

Rt

I

AEEMEREIBREARA REM
BA] -

AT RAEEER ZI% R IR B
EREENRERESD :

Accelerated Estimated
tax tax
depreciation losses
pilIE= fh &t Total
REFNE HEEE @t
HK$'000 HK$'000 HK$'000
FET FET FET
At 1st January 2003 —EE=F
—A—H 1,487 — 1,487
Credit to income statement REZFHARRR
for the year (note 11) (Bfaz11) (937) (550) (1,487)
At 31st December 2003 and —ZET=F
1st January 2004 +TZA=+—-Hk
—EEWE-R—H 550 (550) =
Credit to income statement REZFAREER
for the year (note 11) (Biax11) (123) 123 —
At 31st December 2004 —TEWEF
+=-ZA=+—H 427 (427) —

At the balance sheet date, the Group had unused
estimated tax losses of approximately HK$51,200,000
(2003: HK$38,800,000) available for offset against
future profits. A deferred tax asset of approximately
HK$427,000 (2003: HK$550,000) has been recognised.
No deferred tax asset has been recognised in respect
of the remaining balance of approximately
HK$8,533,000 (2003: HK$6,240,000) due to the
unpredictability of future profit streams.

REEH - N&EE%E 451,200,000
BT (ZEZ =4 : 38,800,000 T)
ZRE B GET RS E B A %fﬁﬁﬁafé
i ) o #9427,0008 T (ZEE=F :

550,000) 7 IEERI B E EE EHER ©
MR AETETEE ZHH - L &5
#2 B 478,633,000 L (ZTET =4 :

6,240,000/ 7T) R IELERRIBE E ©
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30. COMMITMENTS

(a)

Lease commitments

As leasee

At 31st December 2004, the Group had
commitments for future minimum lease payments
under non-cancellable operating leases in respect

(a)

0. HiE

HERIE

ﬁ%ﬁﬁx
RZEENF+=—A=+—H -
$%IEEMTW%ﬁEﬁZi

HREFAAIRELERN A

of land and buildings which fall due as follows: BREBESEENOT :
THE GROUP
rEH
2004 2003
—EENEF —EE=F
HK$’000 HK$'000
FET FA&ET
Within one year —F R 981 1,007
In the second to fifth year EFE_ZEZRFNA
inclusive (BIEEREMF) 463 108
1,444 1,115
Operating lease payments represent rentals KERLYRIBEAEBRAE

payable by the Group for its office premises.
Leases are mainly negotiated for a term of two
years and rentals are fixed for two years.

As lessor

At 31st December 2004 the Group had contracted
with tenants for future minimum lease payments
under non-cancellable operating leases in respect
of group’s property which fall due as follows:

XEMNzHe HAOETERMF
MR MMFEZASETEDN

ERHEAA
RZEZENF+=—_A=+—8H -
AREEREEMF TR T3 H
@Fﬁﬁﬁ$%@%%2?7m
HEERHZBBREROR
wmr

THE GROUP
rEE
2004 2003
—EENF —EE=F
HK$°000 HK$'000
FHET FET
Within one year —F A 26 —

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

REER » K27
HE o

I EEREE
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30. COMMITMENTS (continued)

31.

(b) Other commitments
At 31st December 2004, the Group had the
following commitments contracted but not

0. H&IE (

(b) HfthRiE
RZZEZEWMF+=—_A=+—8"
REBBEAE T EFTHERAY

provided for in the financial statements: TR (E L B 2 R
2004 2003
—EENE —TT=F
HK$°000 HK$000
FET FEL
Purchase of film rights BEEFBRITHE 56 4,330

In addition, pursuant to the undertaking letters
issued by the owners of K} ETEES & H M E
BRARand L HF LB R G R A Rduring the
year ended 31st 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.

SHARE OPTION SCHEME

Pursuant to an ordinary resolution passed at a special
general meeting of the Company held on 21st January
2002, the Company adopted a share option scheme
(the "Option Scheme”) to replace the share option
scheme adopted by the Company on 19th 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

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

31.

s - REBER T 2ES KR M
HEARAR R LEBF T
RERAFRZEBARBE_F
E_F+_A=1T—HLFER
BHZAEE  WHRBEDEH AR
SNEIR B E A ZME AR R
51% 2 &% » AR ERIZH B
EMEE 2 BREZRENZMME
RAZHEBRERTALKH -

B R E

BRERARAR_ZEZE=_F—A=+—
BRI ZBRRERFIAE BBz
LTRRER AR AERM—IEERE
Fral (B8 MRARAFTRZ
TETF-ATNBHEMNZERET

g -

B S 2 E2GEFBR T

(a) ZETEIZBHWER

(i) HEEBELRAEBEEN
BER 22 HE %

(i) W EAREARKEREZ
AL ABBIARERRE -
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(b) The participants included:

(i)

(ii)

(iii)

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,

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

(b) %A

(i)

(ii)

(iii)

g r2RERRE

EAEBFAKERR - £
] 22 42 A% B sk AR 120 4 AR SR A
fil 2 E A EERZ T35 A
9F ¢

— EARTRFENTE

EYREESR (BEE
B IEAITESR)
R RBES WK
TRE @ =&

— FABREFARZ A

io

HBEAEBEERKE AR
TR AR R B 12 %Hx%
2 1l 22 AR AR 2 B P 3 1T ()
BHZIANL -

— E$%IEHW§“
R RIR B
m%%&%%%z&
(CINCIAES TS 317
BEEH  ABE -
REAIRE

— ﬁﬁ’il{iﬂbﬁi’“

AR K

EElT RERRE S 2 {E

M RAREHEGTE - F

EEELE TR 3

B - & BEXRN

HR& 2 EMAL
EI/NC

= ﬁﬂ$§%&ﬁ)ﬁ§\’&
AT ERER R
EE? RE R R 2 fE
MARREEY &
REE - HREM
B AR 2 (E Al
FER - Bl sk R

/\ ,
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(b)

The participants included: (Continued)

(i)~ (Continued)

— 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.

The maximum number of shares in respect of
which share 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 share 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 465,700,000, which
represented 9.8% of the issued share capital of
the Company at the date of this annual report.

Zitdlz2R2ERYE - (B)

(i) (#&)

— XEEEMFAKER
Al - T EERIR K
PR A R R 2
MARZEY  BR
BB FEEM H
MERE 2 E[ME
P XA (BREER
BREIBA)XET
IR

— AEBEEMRED
SREREE e
e A R R4 1 2 4
] & B 2 Efa] 3 F 3k
AF (REEE S
F)

AnEREtEmS - 8Fd L
MAERER 2 — sk A E2EE
ZH 2 AERRAA] o

BRI E AT 2R 2 AR R
BRZBHESEE  THEBR
AEBRESSERBARARAAED®
TRA10% @ ZE RIS AR
HRBERAE EF ok o fTER
5 B8 AR R AT B % AT fn] HL b 5 R 4
FTEIR M RITE 2 BT E Bk
AT RN ERATE - TS
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The maximum number of shares in respect of
share which share 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 share
option granted to the same participant under the
Option Scheme or any other share option scheme
within any 12 month period, must not exceed 1%
of the shares in issue from time to time.

The exercise period should be any period fixed by
the board of directors upon grant of the share
option but in any event the share 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 share option for a certain period before
exercising the share option save as determined
by the board of directors and provided in the offer
of grant of share option.

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

The exercise price of a share option must be
highest of:

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

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

(i)  the nominal value of the share of the
Company.

The life of the Option Scheme is effective for 10
years from the date of adoption until the date of

expiry.
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31. SHARE OPTION SCHEME (Continued) 31. BRESE (&)
The following table discloses details of the Company’s TEREEESREEFARERERRE
share options granted under the Option Scheme held FEREHZARRBEREFBRLER
by the directors and the employees and movements in FrisEiRE 2 28 :

such holdings during the year:

Number of share options

BEREZA
Outstanding
at 1.1.2003 Outstanding
and 1.1.2004 Granted at
R=BE=F during 31.12.2004
Exercise -A-BER 2006 R-ZEOF
Category of Date price Exercisable “EEmE Iy TZh
participants of grant per share period -R-8H “BEME =t+-AH
2EEE] Rt A& BRITEE EH KT it 4 R 1T 4
HK$ (Note i) (Note ii)
BT (Brai) (Hiatii)
Directors 8.3.2002 26 8.3.2002 —
B2 73.2012 4,750,000 - 4,750,000
Employees 8.3.2002 2.6 8.3.2002 —
/U] E& 73.2012 14,250,000 — 14,250,000
Employees 13.12.2004 194 13.12.2004 —
E& 12.12.2014 - 27570,000 27570,000
19,000,000 27570,000 46,570,000
Notes: W& -
(i) The exercisable period commenced on the date of grant () TEHARHEBEERERLD B SHEE
of the relevant share options. R o
(i) The closing price of the Company’s shares immediately (i) ARBROMR-_ZZTNFEERLE
before the date of grant of share options in 2004 was BB 2 T E RS R4
HK$1.94 per share. 7T ©
(i)  No share option was cancelled and exercised during (i) FRWEBEREEERITE
the year.
32. RETIREMENT BENEFITS SCHEME 32. BAREREE
With effect from the 1st December 2000, the Group —ZEETF+_A—HR AKHE
has set up a defined contribution retirement scheme, RMBEEREBR Y —HERMHEK
the Mandatory Provident Fund Scheme (the “MPF RIKFTE — sadl R ES 8 ([5&
Scheme”), for all the eligible employees of the Group. Besrdl)) - Ry BBEETElA -
The Group did not provide retirement benefits for its AEBUTEAREBEREETMENKRE

employees prior to set up of the MPF Scheme. A o
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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.

(@) On b5th 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 (“Distribution
Rights"”) and an option to acquire the theatrical
rights.

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 to 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.
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33. BEAXTXRZ (&)

(a)  (Continued)

During the years ended 31st December 2003 and
2004, the Group acquired the Distribution Rights
of 15 and 10 films respectively from China Star
Group at a total consideration of approximately
HK$9,700,000 and HK$8,500,000 respectively and
the Group acquired the theatrical rights of 7 and
6 films respectively from China Star Group at a
total license fee of approximately HK$15,453,000
and HK$4,970,000 respectively pursuant to the
relevant territory distribution agreements.

At 31st December 2003, the Group paid a deposit
of approximately HK$720,000 to China Star Group
for the acquisition of the Distribution Rights. There
was no deposit paid to China Star Group as at
31st December 2004.

During the year, the Group entered into the

BFBEAEALIRE (&)
(a) (#&)

REE-_ZST=FF _TTNF
+=—A=+—BLEFER " &x&
BEiRESBHEZEITHES I
# R #4 9,700,000 T &
8,500,000/8 T A1 Bl 2 S Y g
168 RI10BPER 2 B1THE + A
EEMADBNBEFERY
15,453,0007% 7t }2.4,970,0007% 7T
P EEEBKE7TBR6IER
Z HRBR HE o

BE_ZTEE=F+_-_A=+—
B AEBEpEEITERFTH
ESEBEIFEES4 720,000%
T RZEZENMF+_A=+—
H YEENTPEESE &
@ o

(o) AEEFANETEEZEEETT

following transactions with China Star Group: TR 5
2004 2003
—ggmE —FT=4
HK$°000 HK$000
FET FEL
Nature of transactions XEMHEE
Interest expense (Note i) MERZ (A7) 338 338
Post-production expense (Note i) 14 BAZLERRFS X (M aFii) 1,781 1,269
Notes: Bfat -

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

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

i FEMZREAARREFT
BRER T ERREFE1E
it

(i) SBREXTHEZEBRETE -
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(e)

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$527000 to China Star Group
pursuant to the relevant Cyber Cinema rights
distribution agreements. There was no distribution
commission paid or payable to China Star Group
during the year ended 31st December 2004.

Details of the amounts due to and convertible
notes payable to China Star Group are set out in
notes 24 and 26 respectively.

During the year, the Group had interest receivable
of approximately HK$1,600,000 (2003:
HK$1,600,000) 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 18 and 22
respectively.

During the year, the Group granted the hotel and
intranet distribution rights in the PRC in respect
of 24 (2003: 100) motion pictures to an associate
at a total consideration of HK$6,384,000 (2003:
HK$26,667,000) in accordance with the
agreements entered into between the parties.
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(b)

On 21st December 2004, the Company announced
that every one share of HK$0.10 each in the
issued and unissued share capital of the Company
be subdivided into 10 shares of HK$0.01 each in
the issued and unissued share capital of the
Company. This share subdivision was approved
by the shareholders on the special general
meeting held on 14th January 2005. The share
subdivision took effect on 17th January 2005.

On 9th April 2005, the Group entered into a
conditional sale and purchase agreement with
Leadfirst Limited, a company wholly-owned by Mr.
Benny Ki, as a seller, and Mr. Benny Ki, as a
guarantor, pursuant to which the Group agreed to
acquire 100% of the issued share capital of Best
Winning Group Limited from Leadfirst Limited at
a consideration of HK$600,000,000. The
consideration will be satisfied by the issue of the
convertible note in the principal amount of
HK$500,000,000 by the Company and the
payment of cash of HK$100,000,000.

Leadfirst Limited has been appointed by the sole
operator of a casino and gaming establishment
(“Casino”) on board the vessel named Radisson
Diamond (to be renamed as Asia Star) (“Vessel”)
as the sole and exclusive service provider for the
promotion and introduction of customers to the
Vessel and the provision of rolling and settlement
service for customers of the Casino under a
binding memorandum of understanding for a term
of 3 years with an option to renew for another 3
years. Such functions have been subcontracted
to Best Winning Group Limited for a term of 3
years with an option to renew for another 3 years
under the sub-marketing agreement entered into
between Best Winning Group Limited and
Leadfirst Limited whereby Best Winning Group
Limited is being appointed as the sole and
exclusive service provider for the provision of
these services in accordance with its terms.
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(b)

(Continued)

Under the conditional sale and purchase
agreement, Mr. Benny Ki will enter into a service
agreement and will be engaged as the general
manager of the Company upon completion of the
conditional sale and purchase agreement. In
consideration of entering into the service
agreement and the services to be rendered
thereunder, the Company will grant Mr. Benny Ki
the share options to subscribe for 500,000,000
shares of HK$0.01 each of the Company at an
exercise price of HK$0.25 per share, and pay Mr.
Benny Ki a monthly salary of HK$10,000 for a
term of one-year from the date of the service
agreement (subject to the increase determined
by the board of directors of the Company from
time to time) and the monthly salary of the highest
of HK$10,000 or one-twelfths of 5% of the net
profit of the Group for the immediately preceding
service year starting from the date next following
the first anniversary of the date of the service
agreement.

On 17th April 2005, the Group exercised the right
under the convertible notes issued by Gainful to
convert the outstanding principal amount of
HK$160,000,000 into share capital of Gainful.
Since then, Gainful becomes a subsidiary of the
Group.

On 19th April 2005, the convertible notes of
HK$33,800,000 issued by the Company to First-
Up Investments Limited (“First-Up"”), a wholly-
owned subsidiary of China Star, matured. First-
Up did not exercise the right to convert the
outstanding principal amount of HK$33,800,000
into share capital of the Company and the
Company repaid HK$33,800,000 to First-Up. On
the same date, China Star granted a one-year term
loan of HK$33,800,000 to the Company. The loan
is unsecured, bears interest at 1% per annum
and repayable on demand.

(b)

(%)
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