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

The principal activities of the Group are film production,
distribution of motion pictures and television drama
series, provision of artists management services and
provision of post-production services.

In 2004, the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”) issued a number of new
and revised Hong Kong Accounting Standards
("HKASs”) and Hong Kong Financial Reporting
Standards (“HKFRSs”) (herein collectively referred to
as the “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
arising on acquisition of subsidiaries and associates
charged to the income statement amounted to
approximately HK$28,732,000.

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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The financial statements have been prepared under the
historical cost convention as modified for the revaluation
of investment properties 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
Distribution fee income is recognised when the master
materials have been delivered.

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

Service income, advertising income, management fee
income and production fee income are recognised when
the services are rendered.

Dividend income from investments is recognised when
the Group’s rights to receive payment have been
established.

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

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

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.
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Impairment (Continued)

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.

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 items of income
and expense that are never taxable and deductible.

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.
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Taxation (Continued)

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.

Property, plant and equipment
Property, plant and equipment is stated at cost less
depreciation and any accumulated impairment losses.

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

Leasehold land Over the term of the lease
Buildings 4.5% — 5%
Leasehold improvements 20% — 25%
Furniture and fixtures 10% — 20%
Machinery and equipment 18% — 25%
Motor vehicles 15% — 20%

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

Investment properties

Investment properties are completed properties which
are held for their investment potential, any rental income
being negotiated at arm’s length.

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

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

No depreciation is provided on investment properties
except where the unexpired term of the relevant lease
is 20 years or less.

Investments in subsidiaries

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

Goodwill

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

Goodwill arising on acquisitions prior to 1st January,
2001 continues to be held in reserves and will be
charged to the income statement at the time of disposal
of the relevant subsidiary or associate or at such time
as the goodwill is determined to be impaired.

Goodwill arising on acquisitions on or after 1st January,
2001 is capitalised and amortised on a straight-line
basis over its useful economic life. Goodwill arising on
the acquisition of associates is included in the carrying
amount of the associates. Goodwill arising on the
acquisition of subsidiaries is presented as a separate
intangible asset.

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

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

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

Inventories

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

Convertible notes receivables

Convertible notes receivables are separately disclosed
and regarded as assets unless conversion actually
occurs. The interest income recognised in the income
statement in respect of the convertible notes receivables
is calculated so as to produce a constant periodic rate
of income on the remaining balances of the convertible
notes receivables for each financial year.

Film rights

Film rights represent films and television drama series
produced by the Group or acquired by the Group and
are stated at cost less accumulated amortisation and
any identified impairment loss.

Amortisation is charged to the income statement based
on the proportion of actual income earned during the
year to the total estimated income from the sale of film
rights. The amortisation of film rights will not exceed
twenty years. In the case where there is any impairment
in value, the unamortised balance is written down to its
estimated recoverable amount.
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Films in progress

Films in progress represents films and televisions drama
series under production and is stated at cost incurred
to date, less any identified impairment loss. Cost is
transferred to film rights upon completion.

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

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

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

Convertible loan note

Convertible loan note is separately disclosed and
regarded as a liability unless conversion actually occurs.
The finance cost recognised in the income statement in
respect of the convertible loan note is calculated so as
to produce a constant periodic rate of charge on the
remaining balances of the convertible loan note for each
financial year.

The costs incurred in connection with the issue of
convertible loan note is charged to the income statement
in the year of issue.

Negative goodwill

Negative goodwill represents the excess of the Group’s
interest in the fair value of the identifiable assets and
liabilities of a subsidiary at the date of acquisition over
the cost of acquisition.

Negative goodwill arising on acquisitions prior to 1st
January, 2001 continues to be held in reserves and will
be credited to income statement at the time of disposal
of the relevant subsidiary.
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BITBRA Distribution fee income
HESRFETED Sales of video products
AR 75 g A Service income
SEBRA Production fee income
B & WA Advertising income

Foreign currencies

Transactions in foreign currencies are initially recorded
at the rates ruling 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.

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

Operating leases

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessors are
accounted for as operating leases.

Rentals payable under operating leases are charged to
the income statement on a straight-line basis over the
relevant lease term.

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

—EENMEF —TT=F
2004 2003
FTERT FH& T
HK$’000 HK$’000
153,745 200,332
1,387 4,817
1,419 2,946
8,756 5,762

- 50

165,307 213,907
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Turnover

Cost of sales and services

Marketing and distribution
expenses

Segment results

Amortisation of goodwill
arising on acquisition
of subsidiaries
Impairment loss recognised
in respect of goodwill arising
on acquisition of subsidiaries
Impairment loss recognised in
respect of films in progress
Impairment loss recognised
in respect of film rights
Net loss on investments
in securities
Other operating income
Revaluation surplus on
investment properties
Unallocated corporate expenses

Loss from operations

Finance costs

Share of results of associates

Amortisation of goodwill arising
on acquisition of associates

Impairment loss recognised in
respect of goodwill on
acquisition of associates

Gain on disposal of subsidiaries

Loss before taxation
Taxation charge

Loss before minority
interests

FAR
=
Hong Kong
and

Macau
FET
HK$’000
104,928
(77,581)

(36,147)
(8,800)

9,326
(6,541)

TFE+-A=+—HIFE For the year ended 31st December, 2004

The directors report the geographical segments as the
Group’s primary segment information.

Geographical segments
The following table provides an analysis of the Group’s
sales by location of markets:

Income statement for the year ended 31st December,
2004

REAR
£AE
(T
A RM
R&#)
(ThEl)
People’s
Republic
of China
excluding
Hong Kong,
Macau
and BE REE

Taiwan America  South-East Hit &4a

(“PRC”)  and Europe Asia Other Consolidated

TET TET TAT TAT TET

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

17,029 11,175 28,582 3,593 165,307

(27,022) (1,918) (20,979) (4,349) (131,849)

(12,872) (616) (2,009) (241) (51,885)

(22,865) 8,641 5,594 (997) (18,427)

(15,451)

(33,500)

(9,042)

(30,104)

(5,637)

6,896

2,381

(52,979)

(155,863)

(1,479)

(107,860) - - - (98,534)

(6,740) - - - (13,281)

(40,925) - - - (40,925)

7,524

(302,558)

(862)

(303,420)
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Geographical segments (Continued)

2003
BER
P
Hong Kong
and #
Macau PRC
THL THL
HK$'000 HK$'000
Turnover 118,929 33,562
Cost of sales and services (76,775) (23,914)
Marketing and distribution
expenses (44,516) (5,753)
Segment results (2,362) 3,895
Amortisation of goodwill arising
on acquisition of subsidiaries
Impairment loss recognised in
respect of goodwill arising
on acquisition of subsidiaries
Impairment loss recognised in
respect of films in progress
Net gain on investments
in securities
Other operating income
Unallocated corporate expenses
Loss from operations
Finance costs
Loss on disposal of associates
Gain on expiry of warrants
Share of results of associates - 47,955
Amortisation of goodwill arising
on acquisition of associates - (9,276)
Impairment loss recognised in respect
of goodwill arising on acquisition
of associates - (5,000)

Loss before taxation
Taxation credit

Loss before minority interests

Income statement for the year ended 31st December,

B% REE
America  South-East Hith e
and Europe Asia Other  Consolidated
TRL TAL TAL THL
HK$'000 HK$'000 HK$'000 HK$'000

18,976
(9,337)

40,436 2,004
(33,604) (858)

213,907
(144,488)

(2,260) (1,453) (23) (54,005)

7,379 5,379 1,123 16,414

(17,582)

(16,000)
(12,500)
2,586
3,079
(85,540)
(110,543)
(1,257)
(178)
23,868
47,955

(9,276)

(5,000)

(54,431)
185

(54,276)
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DEEE Segment assets

SEBE Segment liabilities

NEWE - HES Additions of property,
B plant and equipment

R-BE=F+-A=+—-HzEEEEX

DEEE Segment assets
NEAEE Segment liabilities

INEWE - R
B plant and equipment

Additions of property,

E k|
EEEA$’§IZM¥%E&¥%IEXQ
CRANSEEENEBDBZOMN

,355/
E&‘:_r'\/

Geographical segments (Continued)
No analysis of assets and liabilities by location of
markets is disclosed as, in the opinion of the directors,
there is no appropriate basis in allocating the assets
and liabilities by location of markets.

The following is an analysis of the carrying amount of
segment assets, additions of property, plant and
equipment and the carrying amount of segment liabilities
analysed by the geographical area in which the assets
are located:

Balance sheet as at 31st December, 2004

EBREM
Hong Kong
and F wRE
Macau PRC Consolidated
FER FER FE T
HK$’000 HK$’000 HK$°000
663,090 4,790 667,880
148,945 5,398 154,343
2,512 - 2,512
Balance sheet as at 31st December, 2003
BB KR
Hong Kong
and s e
Macau PRC Consolidated
FAET FA T FH& T
HK$'000 HK$'000 HK$’000
941,475 11,611 953,086
174,142 3,757 177,899
2,709 27 2,736

Business segments

As the Group’s turnover and results are substantially
derived from film distribution, no analysis by business
segment is presented.
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Interest earned on bank deposits

Interest earned on loan receivable
Interest earned on convertible notes
Rental income from investment properties
Management fee income from associates
Sundry income

Loss from operations has been arrived
at after charging (crediting):

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

Auditors’ remuneration

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

Depreciation and amortisation of property,
plant and equipment

Loss on disposal of property, plant and
equipment

Net foreign exchange losses

Net realised loss (gain) on investments
in securities

Net unrealised loss (gain) on investments
in securities

Operating lease rental in respect of
land and buildings

Staff costs including directors’ emoluments

“ETNEF
2004
FHT
HK$’000

141
592
754
250
3,860
1,299

6,896

—EENF
2004
TET
HK$°000

118,987
1,093

642

14,144

2,301
7

893

4,744

2,356
18,999

A
Ay
[
-

2003
TAET
HK$'000

288

338
250

2,203

138,405
1,016

2,814

14,536

756
1,142

(22)

(2,564)

3,312
25,493



CHINA STAR ENTERTAINMENTLIMITED # B E £ B B R 2 7

HE-_ZTZNHF+-_A=+—HILFE For the year ended 31st December, 2004

ARAFAZHEEZ
AHREERRENE

BARAFANZHEER
ZRITEER R

TERAFAZHEER

ZRITEBEME

ExdE
AT
B IET
HWITEZZEMHE :
B REAMER
R ARAE F 8 R

EEMeBENT ¢

# 21,000,000/ 7T

1,500,001 7T &
2,000,000/ 7T

2,000,001 TE
2,500,000/ 7T

Interest on convertible loan note
wholly repayable within five years

Interest on bank borrowings wholly
repayable within five years

Interest on bank borrowings not wholly
repayable within five years

Directors’ fees:
Executive
Independent non-executive

Other emoluments of executive directors:
Salaries and other allowances
Retirement benefits scheme contributions

—EENE —EE=F
2004 2003
FH&xT FET
HK$’000 HK$'000
800 800

182 -

497 457

1,479 1,257
—EENF —EE=F
2004 2003

F& T T
HK$’000 HK$’'000
190 160

4,464 4,464

36 36

4,690 4,660

The emoluments of the directors fell within the following

bands:

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

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

EEAH
Number of directors
—EEMEF —EET=F
2004 2003
4 3
1 1
1 1
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FRAEEREANEESINMESE/SMAR
SEIMBERZRBIKREBUHE - TE
EERNFARETAME

AREENBEFEAREMEARANEE (=
TE=F @) &

Y= (ZFF=F: =) BAFEALH
SHEMT ¢

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

The five individuals with highest emoluments included
two (2003: two) directors of the Company, whose
emoluments are set out in note 9 above. The details of
the emoluments of the remaining three (2003: three)
individuals were as follows:

—EENE —EE=F

2004 2003

FET FE T

HK$’000 HK$’000

e REMER Salaries and other allowances 2,232 2,376
R IKAE ) 5T & 43R Retirement benefits scheme contributions 36 36
2,268 2,412

=H(ZET=F =R R HEESM
2 W& @i E R E N AT ZE 1,000,000

The aggregated emoluments of each of these remaining

three (2003: three) highest paid individuals fell within
the band from Nil to HK$1,000,000 for both years.
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—EENMEF —TT=F
2004 2003
TET THET
HK$’000 HK$'000
The taxation (charge) credit are as follows:
Taxation in other jurisdictions:
Provision for the year (239) (267)
Underprovision for prior years (29) -
Taxation attributable to the Company and
its subsidiaries (268) (267)
Share of taxation attributable to associates (594) 422
(862) 155

MRARBAREMNBARGEEFAREEEZ

\\\\\

Mt HEBE  RLBRUERNFEZEBMNG

MAE B -

HtpBlZ Rz MRRAMAEZER ZBITH

K3 -

FRAJEEARARARBABEEER 2K

BHWT :

B ¢ Bl 5 18

BAMWASHRHE17.5%
AtEZBIA

ARG HIBAREE
ZRERE
BEFEREBEITR

PE OB 2 H 2 B
Te
TERABBAZRBZE
BERERZ A EAMGE
MEBRZRBEE

FABE(ZH) ER

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

Taxation arising in other jurisdictions is calculated at
the rates prevailing in the relevant jurisdictions.

The taxation for the year can be reconciled to the loss
before taxation per the consolidated income statement
as follows:

—EENMEF —EE=F
2004 2003
TET FET
HK$’000 HK$'000
Loss before taxation 302,558 54,431
Taxation at domestic income tax rate of 17.5%
52,948 9,625
Tax effect of estimated tax losses
not recognised (15,641) (18,166)
Underprovision for prior years (29) -
Tax effect of expenses not deductible for
tax purpose (40,362) (12,404)
Tax effect of income not taxable for tax purpose 509 14,682
Tax effect of utilisation of estimated tax losses
previously not recognised 1,713 6,518

Taxation (charge) credit for the year (862) 155



ANNUAL REPORT 2004 F 3R

HE-_ZTZTNHF+-_A=+—HILFE For the year ended 31st December, 2004

BREARBEERVZATEURE ¢

The calculation of the basic and diluted loss per share

is based on the following data:

“ETWNEF ZTT=F

2004 2003

FTERT FAET

HK$’000 HK$’000

% 5 FE 1k 5 18 Loss attributable to shareholders 303,219 53,478

&5 & B Number of shares
FEEREERER Weighted average number of ordinary shares

M EEEE for the purpose of basic and diluted loss

Z DNFE 15 Ik B per share 306,504,409 258,982,653

AEEREEERYE

()  BRREATEADEMNATEER
- RBREERTRARERER B

FTEEEERERETR R

(i) Boh-—HBERARZERELRE
FEHm— RS R RETZHMARTEA

BEREEEEHERERRD -

The computation of diluted loss per share did not:

(i)

(if)

assume the exercise of the Company’s
outstanding share options, warrants and
convertible loan notes existed during the year
since their exercise would reduce loss per share;
and

adjust for the share of result of an associate as
the conversion of outstanding convertible notes
issued by an associate would result in a
decrease in loss per share.
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r£W
72
R-Z2ZME-A-A

NE
[

=5

7
)

HE AR

EE EE
Z

5
R-FEMET-_A=1-H

FERAE

HERSH
RZEENF+-A=1—H

REFE
R-FEREL-AZt-R

RZEE=F+-f=1-H

P+ ERFZEREFERRE

BB L REF
R A
I HIFE 4
BRI Z L RET
H AR 49

THR 14
g7 ES
Land and Leasehold
buildings  improvements
TiEn AL
HK$'000 HK§'000

THE GROUP
COST
As at 1st January, 2004 21,379 5,508
Additions - -
Disposal of subsidiaries - -
Disposals (479) -
As at 31st December, 2004 20,900 5508
DEPRECIATION AND

IMPAIRMENT
As at 1st January, 2004 4,671 4774
Charged for the year 744 200

Eliminated on disposal
of subsidiaries = -

Eliminated on disposals (223) -
As at 31st December, 2004 5192 4,974
NET BOOK VALUES

As at 31st December, 2004 15,708 534
As at 31st December, 2003 16,708 734

comprises:

Land and buildings in Hong Kong
Long lease
Medium-term lease

Land and buildings outside Hong Kong
Medium-term lease

BRREE
Furniture
and fixtures
FAL
HK$'000

15,742
69

(123)

(577)

8,793
2,531

(123)
(469)

10,732

4,379

6,949

BE
FES
Machinery
and
equipment
Tk
HK$'000

62,536

2,443
(4)
(21,204)

43,681

42,236
10,238

(19,313)

33,160

10,521

20,300

nE
Motor ax
vehicles Total
AL AL

HK$'000 HK$'000

3,468 108,633
- 2512
- (127
(604) (22954)
2,864 88,064
1,935 62,409
431 14,144
- (124)

(543) (20,548)

1,823 56,881
1,041 32,183
1,583 46,224

The net book value of land and buildings shown above

rRE

THE GROUP
— ik ZTT=F
2004 2003
TERT TAET
HK$’000 HK$’000
5,929 6,154
9,779 10,276

- 278

15,708 16,708
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8 ZHE+_A=

R-ZZZNMNFE—-H—H As at 1st January, 2004
BHAHK Revaluation surplus
R-ZEZEME As at 31st December, 2004
+-A=+—H
BREMETBHBIEEGEMTREIEER

RAUYMER-_ZTETMFF+_A=+—HZA
FHmEETHE ZEHEELETHRH
7,290,000/ 70 + E 72,381,000/ ;LB 5 AUk
ARFUBBR -—BEZAIZEMHBE M
4,909,000/ 7T E R IE M s 3FT# 2 € 5T BUR &
ABREMESHFHEET -

BREZRENMEADBPBEORE -

REBZREYEKRAEL 38,650,000/ 7T (=
TZ =4 : 27,800,000 ) EEMIEAERA
SEMESZEITER -
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r%HE

THE GROUP
TAET
HK$’000

31,360
7,290

38,650

Investment properties were valued at their open market
value as at 31st December, 2004 by Grant Sherman
Appraisal Limited, an independent firm of professional
valuers. These valuations gave rise to a revaluation
surplus of HK$7,290,000, of which HK$2,381,000 have
been credited to income statement to reverse a previous
revaluation decrease on the same assets and
HK$4,909,000 have been credited to investment
properties revaluation reserve in accordance with the
accounting policy set out in note 3.

The investment properties are under medium-term lease
in Hong Kong.

The Group’s investment properties with the carrying
value of approximately HK$38,650,000 (20083:
HK$27,800,000) have been pledged to secure banking
facilities granted to the Group.

KA F

THE COMPANY
—EENE —ET=F
2004 2003
TER FAT
HK$’000 HK$’000
JEETBRMD ZERAE Unlisted shares, at cost 30,708 30,708
EHRBEEE Impairment loss recognised (30,299) (30,299)
409 409
& U BT B 1 &) ”IE Amounts due from subsidiaries 1,758,466 1,658,776
FE UM 8 1 B sRIB# Allowance for amounts due from subsidiaries (1,015,984) (704,984)
742,482 953,792
742,891 954,201
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FEWF B AR FIAD KR 2L EEETR

The amounts due from subsidiaries are unsecured, non-

R -EEZRBRIERTERART=EA interest bearing and have no fixed repayment terms. In
REE - the opinion of directors, the amount will not be repaid
in the next twelve months.
ARAR—_EZENF+_A=+—B2Z2EEH Details of the Company’s principal subsidiaries at 31st
BArRFBHNKEI - December, 2004 are set out in note 39.
AEE
THE GROUP
FET
HK$'000
2N COST
RZZEZTME—H—H As at 1st January, 2004 and 31st December, 2004
F—ZETNEF
+-g=+—A8 175,815
BB E AMORTISATION AND IMPAIRMENT
R-_ZEZWF—HF—H As at 1st January, 2004 67,661
pINEESY = Amortised for the year 15,451
EERREESE Impairment loss recognised 33,500
R MF As at 31st December, 2004
+=—A=+—H 116,612
AR B CARRYING AMOUNTS
RZZEZTWNF As at 31st December, 2004
+=—A=+—H 59,203
R_ZTZT=F As at 31st December, 2003
+=—A=+— 108,154
HEMKAZEEHRRI10 F - The amortisation period adopted for goodwill is 10
years.
EECEHAER _ZEEWNF+-_A=1+—H The directors reassessed the recoverable amount of
Z2AKE &% WRE-_ZSTENF+_A=+ goodwill as at 31st December, 2004 by reference to the

—HEBLEEGEMTRETHAERAAZ
b E M E - I 8RR E K18 433,500,000/
TRIRARA » Ll BRI IR £23.3%1
BitREeREMBRAMB2EFAR BT
ABEMAE -

= 5/
&8 7

valuation as at 31st December, 2004 performed by Grant
Sherman Appraisal Limited, an independent firm of
professional valuers, and determined an impairment loss
of approximately HK$33,500,000 be recognised in the
income statement. The valuation was determined based
on the present value of the expected future revenue
arising from the distribution of films, which was derived
from discounting the projected cash flows by a discount
rate of 23.3%.
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rEH
THE GROUP
—EENEF —EET=
2004 2003
FHET FE T
HK$’000 HK$’000
(L& EFE Share of net assets 38,249 138,629
EE (fita) Goodwill (Note a) 37,065 57,665
75,314 196,294
— B E N R FTET 2 Convertible notes issued by an associate
AR EE (B b ) (Note b) 33,800 33,800
109,114 230,094
W —FEREEWEA Less: Convertible notes due within one year
BN E E 2 Al and shown under current assets
" E (KaE20) (Note 20) (33,800) -
75,314 230,094
EmRHmE Market value of listed shares 627,244 573,147
Bz - Notes:
(a) BABERARMEEZAEEHNOT ¢ (a) Details of movements in goodwill arising on acquisition
of associates are as follows:
FH T
HK$'000
2% COST
R-_ZETHF—HA—H As at 1st January, 2004 74,096
BEFERE — K& Adjustment to consideration for the acquisition
NAIZREHE of an associate in prior year* (10,000)
8 ATogether Again Limited  Arising on acquisition of
(ITALD) MEELZEE Together Again Limited (“TAL”) 43,606
RZETWF As at 31st December, 2004
+-A=+—H” 107,702
B REE AMORTISATION AND IMPAIRMENT
R-_ZEZTWE—H—H As at 1st January, 2004 16,431
PGSR s Amortised for the year** 13,281
B HE SRR (B & 18 Impairment loss recognised*** 40,925
R-ZTEZMF As at 31st December, 2004
+ZA=+—H 70,637
BREE CARRYING AMOUNTS
R-ZZEZMF As at 31st December, 2004
+ZA=+—H 37,065
RZZEEZ=F As at 31st December, 2003
+ZA=+—H 57,665
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Hiit -

* %

(#&)

BEAEE BAREABRR ERERA)
AV EBERBERBRGE  BARELS
E 2 B % 2 7] Golden Capital International
Limited ([Golden Capital] ) BE T T =4
T A=+t -HEFEZREETELR
10,000,000 L - EAREFRREAE L
AEB—$4H£EE 10,000,000 70 A
SEERMEREMEEZE 2 RB([BER
f&1) ° Golden Capital St EgLEH E —TZT =
FT_A=Z+—"BLEFEEERE - A -
ETREAAEXMNEEEE  A5EE K
H 4,000,000 —TTMF+=A=+
—H 2 #%6,000,0008 LEFABERER
NiES  BNFEREMEREERN - mB
EEEE 48 %6,000,0008 TRIER -2 H
FrgAWE - Bt - WiEGolden Capital
REEHELEERE -
R_ZEZZNFE=-A+FEH BEFRERAE
BEL-—EHE ATEFRREERE
25,000,000/ 7t M A& & B B A Golden
Capitalfg & 4 356 B 1E T 2 7
(HZE N AN &£ B 7 Golden CapitalZz 2 ¥ %
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Notes: (Continued)

*

ok

Pursuant to a sales and purchase agreement and a
supplemental agreement entered into among the Group,
the vendor and the vendor’s shareholder (who acted
as the guarantor), the vendor warranted that dividends
from Golden Capital International Limited (“Golden
Capital”), an associate of the Group, for the year ended
31st December, 2003 would not be less than
HK$10,000,000. The vendor and the vendor’s
shareholder agreed to pay the Group a sum equivalent
to the shortfall between HK$10,000,000 and the actual
dividends received by the Group (“Liquidated
Damage”). No dividend was declared by Golden
Capital for the year ended 31st December, 2003. During
the year, the vendor’s shareholder agreed to pay the
Liquidated Damage, of which HK$4,000,000 were
received by the Group and the remaining balance of
HK$6,000,000 at 31st December, 2004 was included
in deposits, prepayments and other debtors account
in the balance sheet. The balance of HK$6,000,000
was subsequently received in April 2005. Therefore,
the consideration for the acquisition of Golden Capital
was adjusted accordingly.

On 15th March, 2004, the vendor’s shareholder granted
to the Group an option to require the vendor’s
shareholder to purchase from the Group an aggregate
of 356 shares of US$1 each in the share capital of
Golden Capital, representing the Group’s entire
shareholding in Golden Capital, at an aggregate
consideration of HK$25,000,000. The Group may
exercise the option in the event that the net profits
after taxation but before extraordinary items as shown
in the audited accounts of Golden Capital for the year
ending 31st December, 2004 is less than
HK$14,600,000.

The amortisation period adopted for goodwill is 5 to
10 years.

Due to losses incurred by Riche Multi-Media Holdings
Limited (“Riche Multi-Media”) and its subsidiaries
(collectively the “Riche Group”), the directors
reassessed the recoverable amount of goodwill arising
on the acquisition of the Riche Group and recognised
an impairment loss of HK$25,472,000.

The directors reassessed the recoverable amount of
goodwill arising on the acquisition of Golden Capital
and its subsidiary, dt TR E B B R 2 &, (collectively
“Golden Capital Group”) and recognised an impairment
loss of HK$15,453,000.

The convertible notes were issued by Riche Multi-Media
and bear interest at 1% per annum which is payable
semi-annually in arrears and will mature on 19th April,
2005. Prior to maturity, neither the Group nor Riche
Multi-Media 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 notes into
ordinary shares of HK$0.10 each in the share capital
of Riche Multi-Media at an initial conversion price of
HK$4.0 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 Riche Multi-Media by the Group.
Subsequent to the balance sheet date, the Group did
not exercise the right to convert the convertible notes
into share capital of Riche Multi-media. Details are set
out in note 41(e).
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TEHRERAIR _ETEWE+_F=+—RHZ
EAEE N

NTHEREEASEIZER L RAILERE
BMB®mK

Details of the principal associates at 31st December,
2004 are set out in note 40.

The following details have been extracted from the
audited consolidated financial statements of the Group’s
significant associates:

EXZEE
TAL Riche Multi-Media

—ZTNE —TT=F ZEENFE —TT=F

2004 2003 2004 2003

FET FET FET FE T

HK$°000 HK$’000 HK$’000 HK$'000

BEE Turnover 25,003 = 58,382 206,996

BELATE ) (B518)  Profit (loss) before taxation 30,368 = (268,113) 116,089
BiiEANEBELM  Profit (loss) after taxation

A (B 18D attributable to the Group 8,846 = (108,880) 47,566

ERBEE Non-current assets 4,078 = 25,616 288,316

MEEE Current assets 33,625 — 109,518 158,785

mEAE Current liabilities 29,858 — 64,310 75,638

EmEAE Non-current liabilities - = - 33,808

BEFE Net assets 7,845 = 70,824 337,655

AEBELEE Net assets attributable
F1E to the Group 3,844 - 28,804 137,122
AEE
THE GROUP

—EENEF —TE=F

2004 2003

FERT FET

HK$°000 HK$'000

EUWE R Loan receivable 25,000 14,571

RIZRERB Allowance for bad and doubtful debts - (5,804)

25,000 8,767
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“EE=FF+_A=t+—BZEREXR  Rf
T-HERZAREATDZKRRER  EY
LZEBMBRERAZER - NZEBMARER
AREZEBEIENEEXRIEMRABRE
BR(EH]) ~FR AKRERZERFARE
RAZEHMEACHETERAREQRZH
iR MAEERERERRBEBECAER 2
PR EREIMEE -

R_EENE+ A=+ —BZEKRERFRE
B M FE19(b)(i) °

(a) FR AEER-—FZF=FHITLHKHE
EEWHE Bt AEEREEEMZ
E=4/EE$12,000,0008 L2 REH
E—HARZBEBEITRAI0%  ZAQF
ZEE %%ﬁ&¢léﬂﬁI$Ak4
MBRE c BRUHEERBEEFZR
REWNBRRIZEE - 818 « & @&%
BrHAERERERERAEEEMNE - A
EEK  BEZERUHEBEERE A&
BEmMzE-&aXNATREES
12,000,000 7T °

FR AEETTIREEBRESLAER
RORE D& WHEZ QA Z30%K A%
I ° £ 12,000,000 TR —SEMNF
TZA=+—BNREE - R=FTZ1
FHRAZ+H AEBEE=FILLE
HZH - Bt - 45,000,000 T E R
“ETAFWAZTHKRE - herE
7,000,000 TH A HIR =TT AF A

=t+B8- - =—ETRFAA=+A -

ERAET-_A=+—BERZZERX
A=+—HsizaloHEREREER

f”la -F? \I
1 &3 o

The loan receivable as at 31st December, 2003,
represented a shareholder’s loan made to a then
investee company to finance the activity of this then
investee company. The principal activity of the group
headed by this then investee company is the
development of film studio and ancillary facilities (the
“Movie City”). During the year, the Group’s entire interest
in this then investee company was sold to the other
shareholders of the then investee company and the
outstanding loan receivable net of allowance made was
settled by the then investee company.

Details of the loan receivable as at 31st December,
2004 are set out in note 19(b)(i).

(a) During the year, the Group entered into a
conditional sale and purchase agreement with a
third party pursuant to which the Group agreed
to purchase and the third party agreed to sell
30% of the issued share capital of a company at
a consideration of HK$12,000,000. The principal
activity of the company is the provision of mobile
entertainment on demand platform in the PRC.
The completion of the conditional sale and
purchase agreement is conditional on the Group
being satisfied with the results of the due diligent
review of the assets, liabilities, operations and
affairs of the company and its subsidiaries.
Pursuant to the conditional sale and purchase
agreement, the Group paid a refundable deposit
of HK$12,000,000 to the third party.

During the year, the Group did not satisfy with
the results of the due diligence review and
decided not to acquire the 30% equity interest
of such company. The deposit of HK$12,000,000
remained unsettled at 31st December, 2004. On
20th April, 2005, the Group entered into a
settlement arrangement with the third party
pursuant to which HK$5,000,000 was received
on 20th April, 2005 and the remaining balance
of HK$7,000,000 would be refunded by 4 equal
instalments on or before 30th June, 2005, 30th
September, 2005, 31st December, 2005 and 31st
March, 2006 respectively.
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BEASEEEF=F([EF])R=_ZZ
—FHUZERERZY ZKE@;% i

A—BEEREPRATERTTEEE
B2Rrl ([BEMEBEEQR]) £49%%
A#Ezs » KRBT %5 98,000,000/ T °
BEEMNERZY  AEEREAH XM
£ % 49,000,000 7T © fiw 4~ & B FH {7
BERAEENEEMREARRTBER
FEOTEAEREE([BE)ER &
S ARD -

REBEE_ZTET=F+_A=+—HLEHF
B AEBYTERNEELER Btk
TENWERBEMIRE QR Z49%k AN H#
moR-ZEE=F+_-_A= + B %
449,000,000 T & B2

R_TEMFE=A_+ LB AKEH
BRI TIBEERHE

(i) & #£ 25,000,000 T (R=ZEF
ME+—-_A=+—BZRKER
(1%7%3%;@%5?)?@)\@%)\#%50

(B8 - 1S E I A E R K 2E 2
B BLER W
BE=HER

(ii) 4 12,000, OOO/%EH# :gg
NERBEETAEE  MR=ZF
ZmMFE=AF - Eb_Efé}f

12,000,000 T FAEHE : &k

ol

(iiiy A #£12,000,0005% JT # A {E 2 EX
EERERNASERELE
12,000,000 T2 BERHE © A
ZEENFEMA—HREAH18(E
AR AKEFEAZEESR
% #16,655,0008 L - K2 ZF
ME+—_A=+—BZHEHD
5,345,000 LH A& & - BE
REREMEREKERER A (E
RRBEE) o

Pursuant to the letters of intent and deed entered
into between the Group and a third party (the
“Vendor”) during 2002, the Group would
purchase an aggregate of 49% equity interest in
a company (“Potential Investee Company”) which
principally engages in video advertising business
on coaches in the PRC at a consideration of not
more than HK$98,000,000. Pursuant to the letters
of intent and deed, the Group paid a deposit of
HK$49,000,000 to the Vendor and the deposit
would be refundable if the Group did not satisfy
with the results of the financial and legal due
diligence review on the Potential Investee
Company (“Review”) for any reasons.

During the year ended 31st December, 2003,
the Group did not satisfy with the results of the
Review and decided not to acquire the 49%
equity interest in the Potential Investee Company.
The deposit of HK$49,000,000 remained unsettle
as at 31st December, 2003

On 29th March, 2004, the Group entered into
the following settlement arrangements with the
Vendor:

(i) the sum of HK$25,000,000 (included in
loan receivable as a non-current asset as
at 31st December, 2004) would be
repayable on or before 28th March, 2006.
This amount bears an interest at 2% per
annum, which would be payable semi-
annually, and would be guaranteed by
another third party;

(i) the sum of HK$12,000,000 would be
repaid to the Group during 2004. In March
2004, the Vendor settled the sum of
HK$12,000,000 to the Group; and

(iiiy ~ the sum of HK$12,000,000 would be
exchanged for advertising services to be
provided by an advertising agent to the
Group with an aggregate value of
HK$12,000,000 for a period of 18 months
commencing 1st April, 2004. During the
year, the Group utilised advertising
services amounting to approximately
HK$6,655,000. The remaining balance of
approximately HK$5,345,000 as at 31st
December, 2004 was included in deposits,
prepayments and other debtors account
as a current asset.
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Convertible notes issued by an associate

= FEITZ AR ZES  Convertible notes issued by third parties

(HaE) (Note)

ffat

RZZTZWNE=RA+HA  AEEHRTALZER AR
Colima Enterprises Holdings Inc. ([Colima |) 2
m%%%ﬂ%#%ﬁADﬂimﬁw%% i {1 N
ERBEHRERETAMEITEH26,000,000E T2
@HT%H ZBR([ATRRER])  EREAR
52,000,000;%71 c BH AR TR 2 F SR EF EA
EiE - LBEBEEBRETARColimaz 2 MR AR
ZREAEER  WHREBERERZE H%@ﬁ%ﬁﬂ
FEAEEEBIEZERATANRRBAZLERIMLZ
FTHBAREE BE) FH -

BHTRRERHMAEN  IREEBARERE
HlzRA - BZTTRE= ﬂ+£aﬂf%%t¢:
At+HBSREAERER2EZTRAFRRT
x%%iimﬁ%(%ﬁi%ﬁﬁ>v%ﬂ@hﬁﬁz
EHRRFOAREERNSBERABUERETAZR
Mo MAKRBETELEFNERITHRBRERZ 2HK
BRABEEBBTAZRG  AAEEBHRIFAR
BETAZTBRIO%EZERAEm KA ColimaRBEE
Bzo9%MERARER -

—EENEF —EE=F
+=A +=A
=t+-H8 =+-—A
31.12.2004 31.12.2003
FExT FET
HK$’000 HK$'000
33,800 =
52,000 =
85,800 =

Note:

On 15th March, 2004, the Group entered into two subscription
agreements with two shareholders (“Note Issuers”) of Colima
Enterprises Holdings Inc. (“Colima”), the holding company of
TAL, pursuant to which the Group subscribed for two
convertible notes of HK$26,000,000 each (“Convertible Notes”)
issued by the Note Issuers for an aggregate consideration of
HK$52,000,000. Each of the Convertible Notes bears interest
at 1% per annum, secured by a charge on the relevant Note
Issuers’ entire equity interest in Colima and will mature on 36
months from the date of the relevant subscription agreements
or the date of the listing of a proposed holding company of
the artists management business on a recognised stock
exchange, whichever is the earlier.

Each of the Convertible Notes carries the rights to convert the
whole or any part of the outstanding principal amount of the
Convertible Notes into shares in relevant Note Issuer in
accordance with the formula as set out in the relevant
subscription agreement from 15th March, 2005 to 14th March,
2007 or the date of the listing of a proposed holding company
of the artists management business on a recognised stock
exchange, whichever is earlier. If the Group exercises its rights
to convert the full amount of the Convertible Notes into shares
of each of the Note Issuers, the Group will have approximately
99% direct equity interests in the Note Issuers and 99% indirect
equity interest in the group headed by Colima respectively.
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REE
THE GROUP
—EENE —TE=F
2004 2003
TET FA& T
HK$’000 HK$’000

245K mm Finished goods

U EEBERETIZ000B T (ZTT =4
1,011,000 70) AZ R FEG R 2 EK M °

991 1,287

Included above are finished goods of HK$793,000
(2003: HK$1,011,000) which are carried at net realisable
value.

REE
THE GROUP
F& T
HK$’000
2% COST
R-—ZZEZEWNF—H—H As at 1st January, 2004 939,046
NE Additions 132,710
RN F As at 31st December, 2004
+-—A=+—H 1,071,756
HERRE AMORTISATION AND IMPAIRMENT
RZZEZTME—H—H As at 1st January, 2004 768,787
RF E Y Amortised for the year 118,987
BRI EBE Impairment loss recognised 30,104
RZEZTNF As at 31st December, 2004
+-—A=+—8H 917,878
BREE CARRYING AMOUNTS
RN F As at 31st December, 2004
+-A=+—H 153,878
RZTET=4F As at 31st December, 2003
+=A=+—H” 170,259

EECEMEYRERA_ZSENE+ A=
—RAzAlkbl&E YRE-ZFTENF+=A
== Emﬁiﬁiﬁﬁﬁﬁ¢mp@ﬁ@

AlZBEMNE  BRRBUARREERL
%JMD%%%ZH@%E°LL@@E&%
WE203%FEABASFRENBEMES Z2EHA
BEIDREREZRERARBEMGE -

The directors reassessed the recoverable amount of
the film rights as at 31st December, 2004 by reference
to the valuations as at 31st December, 2004 performed
by Grant Sherman Appraisal Limited, an independent
firm of professional valuers, and determined that an
impairment of approximately HK$30,104,000 be
recognised in the income statement. The valuations were
determined based on the present value of the expected
future revenue arising from the distribution and sub-
licensing of the film rights, which was derived from
discounting the projected cash flows by a discount rate
of 20.3%.
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TEE

THE GROUP
“EZNEF —ET=F
2004 2003
THER FET
HK$’000 HK$’'000
SHERBEE 2 KAE Films in progress, at cost 40,650 95,759
ERRREERE Impairment loss recognised (9,042) (21,300)
31,608 74,459
EERERECRER-_ZETWNF+_A=T The directors reassessed the recoverable amount of
—BzAkE&%E EFEZEIEZHERE films in progress as at 31st December, 2004. Having
TMEEXZBIIKARBFRE®E - & taken into account of the additional costs to be incurred
9,042,000 T 2 MEBERARBARA - and estimated revenue to be generated from these films

in progress, the directors determined an impairment
loss of approximately HK$9,042,000 be recognised in
the income statement.

KTREFZHRIEHASEIHTE - EHEK The credit period granted to customers ranges from 30
BERZER AT : to 90 days. The aged analysis of the trade debtors is
as follows:
rEE
THE GROUP

—EETNEF —EE=F
2004 2003
TER F#& T
HK$’000 HK$'000

EXREH The Riche Group
0Z230H 0 to 30 days 123 1,010
31260H 31 to 60 days 116 3,834
61290H 61 to 90 days 85 595
912 180H 91 to 180 days 1 5,082
HBiE180H Over 180 days - 3,782
325 14,303

H A Others

0£30H 0 to 30 days 1,004 3,601
31£60H 31 to 60 days 270 539
61£90H 61 to 90 days 333 420
91£180H 91 to 180 days 2,316 524
HiE180H Over 180 days 7,720 10,389
11,643 15,473

11,968 29,776
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AEE

THE GROUP
—EENEF —ET=F
2004 2003
TER A& T
HK$’000 HK$'000

BHERXEG - Trading securities:
BB LW ZRERS - Equity shares listed in Hong Kong,

A at market value 33,816 38,352

A%

U E A ARERBRTALR R KB AR (5
BITALEE]) REREE2HE - KERE
AR THHLERETERS -

rEE

—TE=F+-_A=+—8 " A£EE A
THEEA4,557,0008 L2 FHR  UMERAEE
FTESZHRTER - RZTETEMFEF+ A=+
—HB AEBTEKBTR -

BIRNERZEEDTWT

0&30H 0 to 30 days
31£60H 31 to 60 days
612 90H 61 to 90 days
91£ 180H 91 to 180 days
BB 180H Over 180 days

THE GROUP

The amounts due from associates represent amounts
due from TAL and its subsidiaries (collectively the “TAL
Group”) and Riche Group. They are unsecured, non-
interest bearing and have no fixed repayment terms.

THE GROUP

As at 31st December, 2003, the Group pledged deposits
of approximately HK$4,557,000 to a bank to secure the
general banking facilities granted to the Group. There
was no deposit pledged by the Group as at 31st
December, 2004.

The aged analysis of the trade creditors is as follows:

rRH

THE GROUP
—EENE e
2004 2003
TR TAET
HK$°000 HK$’000
1,875 11,167
4,391 1,730
4,135 3,161
3,480 3,925
11,406 11,900

25,287 31,883
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rEH
THE GROUP
—EEME ZTT=F
2004 2003
TER FHT
HK$’000 HK$'000
ERBBRITER Secured bank loans 36,200 17,218
ERR AR Unsecured convertible
ERRE loan note 20,000 20,000
56,200 37,218
tiEEZE The maturity of the above
HEWT : borrowings is as follows:
—FR Within one year 19,793 21,969
—FUEAT More than one year but not
B mE exceeding two years 3,449 2,019
MEA LB More than two years but not
HBhF exceeding five years 29,788 6,343
HENRE More than five years 3,170 6,887
56,200 37,218
B —FREIH Less: Amount due within
ARBAEE one year shown under
2 FIE current liabilities (19,793) (21,969)
—F®EH2ZHE  Amount due after one year 36,407 15,249

¥ YN

THE COMPANY
—ggnE  —TI=F
2004 2003
THER THT
HK$’000 HK$'000
20,000 20,000
20,000 20,000
- 20,000
20,000 -
20,000 20,000
- (20,000)
20,000 -
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i

BEEFRTERRERRER  2HERRE
BEXR  BREEMNEFE  2HERNU—E
AEER_ZTTRENEEz—BEX 22
RIEETZE LR RZIEER - MEREXK
RRBERWARERERTB 2 REMERE
& & 38,650,000 T (Z T & = &

27,800,000 ) R HE LW EEFEREER
5,361,000 L (ZET=F : @) &R - 5 H
ERSTNEAEE BEREERAZERER
BE MEBERNERTFRADHEE -

D

THRBRERZR (2R BREMNR4IENE &
EFHRIAFE—R - ZEZEAIHA A
—EENFERA=Z+TH HR_ZTEZEWNFENAT
WA  ARAIEZEFEATIHRRELN @ &
BAAREZEERBEARESERZIBAL
RE-ZTLEXNA=1H - ZHMEEN -
AR ER5.838 T (KAZE AR ZHBK
BEZEACLBABARARATAERE
EO.05B T 2B - AZETMFAA+TA
ERE_ZTTHEANAZTHAE 14 EEE
B ZEREAANLBRZEIHBTASEAR
RAIRG  YABRKRFEEZBECAEER
SHEREMFIE -

Secured bank loans comprise revolving loans, an
instalment loan and a mortgage loan which bear interest
at commercial rates. The instalment loan is secured by
a first legal charge over all copyrights on a film
produced by the Group in the beginning of 2005. The
revolving loans and the mortgage loan are secured by
the Group’s investment properties and leasehold land
and buildings in Hong Kong with carrying value of
HK$38,650,000 (2003: HK$27,800,000) and
HK$5,361,000 (2003: nil) respectively. The instalment
loan is repayable by 18 monthly instalments, the
revolving loan is repayable on demand and the
mortgage loan is repayable in instalments over a period
of ten years.

The convertible loan note (the “Note”) bears interest at
4% per annum which will be payable semi-annually in
arrears. The original maturity date of the Note was 30th
June, 2004. On 14th June, 2004, the Company and the
noteholder entered into a supplemental deed, pursuant
to which the Company and the noteholder agreed to
extend the maturity date of the Note to 30th June, 2007.
The Note carries the right to convert the principal
amount of the Note into shares of HK$0.05 each in the
share capital of the Company at a conversion price of
HK$5.83 per share (after adjustments), subject to
adjustment. From 14th June, 2004 to the 14th business
day immediately preceding 30th June, 2007, the
noteholder can convert the outstanding principal amount
of the Note into shares of the Company and may request
early repayment of the outstanding principal amount of
the Note together with accrued interest.
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FiREE0.05% T

ZERER of HK$0.05 each
EERA Authorised
BETRERRA ©  Issued and fully paid:

F9) As at beginning of year

G Exercise of share options

(Kizta) (Note a)

RRERH (Kb

Ordinary shares

As at end of year

R-_ZEME+_A+HB  —RERERS
BATEEBRE  BER0.564FLZITE
B LB H451,2008 TRBE AR A RAF
800,000/% f% {7 °

R-ZZEME+_A+HB  ARFARESR
BLHEBROE0E T ZERABIRES
LA % B . & B Porterstone Limited
([Porterstonel) -« [AI1ZE 38 5 & RFRAA R 2+
2 BT+ 2 40,655,000R% * 13,870,000/% &
6,240,000 K EE0.05%8 ;T 2 &N 2 Al i
e LHBREEEARARABRNR _TTHF
TZATEOB 2R ENE14.29% ° [MER
EELRRBEARLZEINRIBERAEZREERE
%5 ¥ B Porterstone 2 # 25 ©

BRERRB BG4 RERZRE © Porterstone »
MERLERBRAELLTRTR0.60EB T
B 5 Bl 728 40,655,0000% + 13,870,0000%
6,240,000k F R EEO0.05F T 2 AR A
B i - B8 B FE 4 535,600,000/ 7T
B ARSI R ST REREZEY
HERAEIAER L —REEES - ZEH
BODBREARAR-_ZEZTNFE~A=-1+H
BROTZBRREFASLESZREZ —RE
BmMET ESHFEHEAMERITRNE
BR%5 = -

Placement of shares (Note b)

M7 & B &8

Number of shares Amount
—E2EMNF —ET=H —EEMmE —ET=H
2004 2003 2004 2003
TR T % TERT FAT
’000 ‘000 HK$’000 HK$'000
20,000,000 20,000,000 1,000,000 1,000,000
303,841 228,519 15,192 11,426
800 2,000 40 100
60,765 73,322 3,038 3,666
365,406 303,841 18,270 15,192

Notes:

(a)

On 15th December, 2004, a share option holder
exercised his share option rights to subscribe for
800,000 shares in the capital of the Company at an
exercise price of HK$0.564 per share in an aggregate
amount of HK$451,200.

On 15th December, 2004, arrangements were made
for a top-up private placement to independent investors
of 40,655,000, 13,870,000 and 6,240,000 shares of
HK$0.05 each in the Company held by Porterstone
Limited (“Porterstone”), Mr. Heung Wah Keung and Ms.
Chen Ming Yin, Tiffany respectively at a price of
HK$0.60 per share, representing a discount of 14.29%
to the closing price of the Company’s shares on 14th
December, 2004. Porterstone is a company in which
Mr. Heung Wah Keung and Ms. Chen Ming Yin, Tiffany
have deemed and beneficial interests respectively.

Pursuant to the conditional subscription agreement of
the same date, Porterstone, Mr. Heung Wah Keung and
Ms. Chen Ming Yin, Tiffany subscribed for 40,655,000,
13,870,000 and 6,240,000 new shares of HK$0.05 each
in the Company respectively at a price of HK$0.60 per
share. The net proceeds of approximately
HK$35,600,000 were intended to be used for two
movies’ production which have been scheduled to be
produced in year 2005 and as general working capital
of the Group. These new shares were issued under the
general mandate granted to the directors at the annual
general meeting of the Company held on 25th June,
2004 and rank pari passu with other shares in issue in
all respects.
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a3
Bk
fakE Investment BrHREE AREGES
RBEE  <B8E  HABR  EXEE  popetes RRERRE Capitll ~ Investment 23R
Share Negative goodwill ~ Contributed ~ Exchange  revaluation Warrant ~ reduction  revaluation  Accumulated g
premium- on consolidation surplus reserve reserve reserve reserve reserve losses Total

AT i Tin TR Tin Tin Tin TR Tin Tin
HK$'000 HK$ 000 HK$ 000 HK§'000 HK$'000 HK$'000 HK§000 HK$000 HK$'000 HKS1000
THE GROUP
As at fst January, 2003 698,318 6,326 186,624 (48) - 23,868 316,008 (365) (443501) 787,40
Netloss for the year - - - - - - - - (53.478) (53.478)
(ain on expiry of warrants
recognised in the consolidated
income statement - - - - - (23,868) - - - (23,868)
BERh Placemenof shares 4719 - - - - - - - - 71
RAEARR Share issuing expenses (979) - - - - - - - - (975)
fEERE Bercise of shers options 1,028 - - . - - - . _ 108
146,090 6,326 186,624 (48) - - 316,008 (365) (496,979) 167666
Ei-Ake0TL Share ofen associate’s
nEEfREREN unrealised gain on
revaluation of property - - - - - - - 1 - 1
Exchange adjustment - - - 493 - - - - - 493
Net gains ot recognised
in the consolidated income
statement - - - 493 - - - 1 - 664
REFEZETA=-F  Asat 31st December, 2003 146,090 6,326 166,624 45 - - 316,008 (164) (496,979) 758,330
B Attroutabe to:
KNARENBA Company and subsiclaries 146,090 6,326 186,624 45 - - 316,008 - (517,003) 738,490
BELT Associates - - - - - - - (184) 2002 19840
746,090 6,326 186,624 45 - - 316,008 (184) (496.979) 758,330
As at 1t January, 2004 146,090 6,32 186,624 4h - - 316,008 (184) (496,979) 758,330
Net loss for the year - - - - - - - - (303.219) (303.219)
Placement of shares 341 - - - - - - - - 3421
Share ssuing expenses (%) - - - - - - - - (%47)
iR Exercise of share optons 41 - - - - - - - = ]
178,975 6,326 186,624 45 - - 316,008 (184) (800,19) 487,99
Eh-BRELTL Share of an associates
VEELTS 3N unrealised gain on revaluation
) of property - - - - - - - 663 - 663
RENFER Surplus on revaluation
ik of investment properties - - - - 4909 - - - - 4,909
LS Bxchange adjustment - - - % - - - - - m
FRGEARAED Net gains not recognised in
LEHFE the consolidated income
statement - - - 285 4909 - - 663 - 5807
RZZEME As at 31st December, 2004
t-A=1-H 178,975 6,326 186,624 680 4909 - 316,008 4 (800,19) 493,803
B Attroutabe to:
KNARENBA Company and subsiclaries 178,975 6,326 186,624 680 4909 - 316,008 - (666,888) 626,634
BELT Rssociates - - - - - - - a9 (138310)  (132831)

178975 6,326 186,624 680 4909 = 316,008 479 (800,198) 493,803
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THE COMPANY

As at 1st January, 2003

Net loss for the year

Gain on expiry of warrants
recognised in the income statement

Placement of shares

Share issuing expenses

Exercise of share options

As at 31st December, 2003
and 1st January, 2004

Net loss for the year

Placement of shares

Share issuing expenses

Exercise of share options

As at 31t December, 2004

RHER
Share
premium
Tk
HK$'000

698,318

4179
(975)
1028

746,090

341
(o41)
4

778975

(a) BE-AN-—FBRERE (BFTA) K
REZBEDEBERBERRAREZRET

B ERBRAKRBETTFARAKRR -

(b) AEBZHABBDEARKRN -FZ

“ENATHERMEBERARZHE -

(c) ARBZBABREGRBDEFKENE R A
ZHEBAENEERERARAN - _F
ETEBRBEARKRET ZRAEERERAR
HBRR —ZE-_FAATHERMBEERA
RZBEZER -

LI
Contributed
surplus
Tt

HK$ 000

207,548

207,548

207,548

Notes:

(a)

HE-_ZTZNHF+-_A=+—HILFE For the year ended 31st December, 2004

BadRER .
AREREE Capital ZiER

Warrant reduction Accumulated 4%
reserve reserve losses Total
AL TEL TER TAR
HKS1000 HK§000 HKS 000 HiS 000
23,868 316,008 (458,5682) 787,160
- - (63,320) (63,320)
(23,868 = - (23,868
= = = 41719

= = = (975)

= = - 1,028

= 316,008 (511.902) 757,144

- - (314,349) (314.34)

- = = 33421

- = = (%47)

- - - 41

= 316,008 (826,250) 476,261

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

bonus shares.

The contributed surplus of the Group represents the
amount transferred from the capital account due to the

capital reduction effective on 10th September, 2002.

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

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

distribution out of contributed surplus if:

(i) it is, or would after the payment be, unable to

pay its liabilities as they become due; or

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

accounts.

The capital reduction reserve of the Group and the
Company represents the amount arising in relation to
the reduction of the nominal value of 332,640,000
issued shares of the Company from HK$1.00 each to
HK$0.05 each in 1998. Pursuant to a resolution passed
by the directors pursuant to Bye-law 129 of the
Company'’s Bye-laws, the capital reduction reserve shall
be applicable for meeting claims on or liabilities of the
Company or contingencies or for paying off any loan
capital or for equalising dividends or for any other
purpose to which the profits of the Company may be

properly applied.
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THE GROUP
The followings are the major deferred tax liabilities and
assets recognised by the Group and movements

thereon:
MERBFITE HE B BER
Accelerated Estimated
tax tax @t
depreciation losses Total
FHET FAT FAEL
HK$’000 HK$’000 HK$'000
RZTT=F As at 1st January, 2003
—H—H (1,455) 1,455 -
B U A K (F0BR) 51 A (Charge) credit to income statement (200) 200 =
MEMB 2L Effect of change in tax rate (136) 136 =
RZTT=F As at 31st December, 2003
+—-A=+—8 (1,791) 1,791 =
BU A KT A (F0E)  Credit (charge) to income statement 353 (353) =
RZZEZTWMF As at 31st December, 2004
+=ZA=+—8H (1,438) 1,438 -

R-ZZWNE+-_A=+—8 ALEHEED
467,066,000 7T (=TT = 4 : 389,490,000
BI) 2R RMEHE BB HEEBRR
F o ZEEFP B8, 217,0008 L (T =F ¢
10,234,000 7)) 2 BEEHIEEEC EHER © B
RAREHETBEZ N RAEERBKBLDH
458,849,000 ;L (ZZT T =F : 379,256,000
BL)BRELERBEEE -

bV

HRAREBFBEZHER WYL EHRGHE
B 18 464,433,000 T (Z 22T = &
60,075,000 7T) BRBELEHIBEEE -

As at 31st December, 2004, the Group had unused
estimated tax losses of approximately HK$467,066,000
(2003: HK$389,490,000) available for offset against
future profits. A deferred tax asset has been recognised
in respect of approximately HK$8,217,000 (2003:
HK$10,234,000) of such losses. No deferred tax asset
has been recognised in respect of the remaining
balance of approximately HK$458,849,000 (2003:
HK$379,256,000) due to the unpredictability of future
profit streams.

THE COMPANY

No deferred tax assets has been recognised in respect
of estimated tax losses of approximately HK$64,433,000
(2003: HK$60,075,000) due to the unpredictability of
future profits streams.
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REBEREWT :

The net assets of the wholly owned subsidiaries at the

date of disposal were as follows:

Property, plant and equipment

Trade debtors

—EEZWNEF —EE=F
2004 2003
THERT T T
HK$°000 HK$'000

3 _
788 =

Deposits, prepayments and other debtors

Investments in securities

Trade creditors

Other creditors and accruals

Net assets disposed of
Gain on disposal

Total consideration

Satisfied by:
Cash (Note i)
Interest in an
associate (Note ii)

= EET%/% n% °©
= R ZHREEE
alth Basic Limited Z

HK%

¢ S
e

ZIM:f‘*ﬁmooooooﬁé
Health Basic LimitedZ T EEE AR S

HBATALRT 3L
EHERTALRE
W B ’/} 7l Imper|a|

%Xﬂﬂle& o ImperlaIZIxﬁﬁﬁjE/‘ﬂP Bl 28

EEBEARLQA

International LimitedZ100%HQ$'&E§f |
Flimperialz 2 HEHTR A ZKE

TALMAEBRERETTALZ RAT &
B1E 7T 2 ¥R 178,080/ (7] fE & 2 IR 3
e Bt REEFETALAG H49%H

N CHEZHEBAR
nE RE

X Anglo Market

il

\

B

KP;\#“TWE\
(&3
e i B e

H+

ﬁﬁ%lZ%ﬁ&ﬁ

Notes:

(i)

18,656 -
13,476 -

(34) =
(8,526) -

24,363 -
7,524 -

31,887 =

21,000 =

10,887 =

31,887 =

During the year, the Group entered into a sale and
purchase agreement with a third party pursuant to
which the Group agreed to dispose of and the third
party agreed to purchase the entire issued share capital
of Health Basic Limited, a wholly-owned subsidiary of
the Group and its principal asset was investment in
equity shares listed in Hong Kong, at a total
consideration of HK$21,000,000.

On 15th March, 2004, the Group entered into a sale
and purchase agreement with TAL pursuant to which
the Group agreed to sell and TAL agreed to purchase
the entire issued share capital of Imperial International
Limited (“Imperial”), a wholly-owned subsidiary of the
Company. The principal assets of Imperial are the 100%
shareholding interests in China Star Management
Limited and Anglo Market International Limited. The
consideration for the sale and purchase of the entire
issued share capital of Imperial was satisfied by the
allotment and issue of 8,080 new shares of US$1 each
in the share capital of TAL, credited as fully paid, by
TAL to the Group. Since then, the Group holds an
aggregate 49% equity interest in TAL.

The subsidiaries disposed of during the year did not

make any significant contribution to the results and cash
flows of the Group.
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RZZEZNF+_A=+—H XEEBRER
THHRERER 2 BEYETTRELERD 2
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—F R
F_EZFERATFNA

Within one year

(BREEMF)

BEROREEARBARAETDERN 2B
¢ - HMNEIERFHUMERDES - HFHUM
FrRLERTE -

AEBERBEBRHERES BRI 2R
AR BOISERBEBRERRLBHME
REEFE([RESFE]) YR =-F
ZEFET_A-HRIEERHEFTERS
AE(TERE)) - AKEREEEER
BASMBEEFE - AEEEEER
EEERFAE  NAEREBEAA
BB A Z5% R - BEAKRALRAZE
JE 220,000/ 7T ° RN E LR ERA
KAk BERARIZUEEEEIZAE
BHR (B EFABRZEE)NES
ERREPRTKATEEREE - BIW
BRBWBERERERENBEBAE
B REEFCEERARBECEE
PTHER YH-HEBUERESH
5o

As at 31st December, 2004, the Group had commitments

for future minimum lease payments under non-

cancellable operating leases in respect of rented

premises which fall due as follows:

In the second to fifth year inclusive

AEE
THE GROUP

—EZNF —ET=F
2004 2003
FHET THETT
HK$’000 HK$'000
1,867 1,742
1,253 398
3,120 2,140

Operating lease payments represented 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.

(a)

The Group operates Mandatory Provident Fund
Scheme (“MPF Scheme”) under rules and
regulations of Mandatory Provident Fund
Schemes Ordinance for all its employees in Hong
Kong and terminated the defined contribution
pension scheme (“Old Scheme”) on 1st
December , 2000. All the employees of the Group
in Hong Kong are required to join the MPF
Scheme. The Group has chosen to follow the
minimum statutory contribution requirement of 5%
of eligible employees’ monthly relevant income
but limited to the mandatory cap of HK$20,000.
The contributions are charged to income
statements as incurred. In respect of those
employees who leave the Group prior to
completion of qualifying service period for the
employer’s voluntary contributions (represents
the assets transferred from the Old Scheme)
become fully vested, the relevant portion of the
voluntary contributions forfeited will be reverted
to the Group. The assets of the MPF Scheme is
held separately from those of the Group in an
independently administrative fund.
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(b) XERTENBARZESHBETEHK
ﬁ%ﬁﬁZ*%ﬁ%@ﬁ%ZWéuﬁ
EMBRARIASIEZETADLRAP
R IR Wi+ﬂhm'ﬁﬁﬁﬁﬁﬂﬁ
& AKEHPREKRSEHE &
ERAREBEFRERSAEELME M

oo

FA - RREFET S FUR B8 M it 51 42,000
TE =4 : 62,0008 TT) B2 FEA
522 0008 T (ZEZT =4 : 597,000 7T) °

FRAARBR_FE-_FAA-_THHETZ
ERBEFAGLBEZ —HRIE ,%%MtTZIS
RAR—NMNAETAZ+TZBEAZERE
AR ([ERBRERE]) YR/ T —RFBEKR
T8 (T BT Ell) -

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

During the year, the retirement benefits schemes
contributions net of forfeited contributions of HK$42,000
(2003: HK$62,000) amounted to HK$522,000 (2003:
HK$597,000).

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

The Old Option Scheme
The major terms of the Old Option Scheme are
summarised as follows:

(i) The purpose was to provide incentives to
the participants.

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

(iii) The maximum number of shares in respect
of which share options might be granted
must not exceed 10% of the issued share
capital of the Company from time to time.

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

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

(vi) The exercisable period of a share option
must not exceed a period of 10 years
commencing on the date of acceptance.

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

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

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

° the nominal value of a share of the
Company.

As the Old Option Scheme was terminated on
27th May, 2002, no further share options can be
granted under the Old Option Scheme thereafter.
However, all outstanding share options granted
under the Old Option Scheme prior to the said
termination shall remain valid and exercisable in
accordance with the provisions of the Old Option
Scheme.
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(b)

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

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

(i) The participants include:

(1) (a) any director or proposed
director (whether executive
or non-executive including
any independent non-
executive director),
employee or proposed
employee (whether full time
or part time) of any member
of the Company and any
entity in which the
Company, directly or
indirectly, holds any equity
interests (collectively the
“Interested Group”) or any
substantial shareholder of
the Company or any
company controlled by a
substantial shareholder of
the Company;

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

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

The New Option Scheme (Continued)
The participants include: (Continued)

(if)

(d)

any business or joint
venture partner, contractor,
agent or representative of
any member of the
Interested Group or any
substantial shareholder of
the Company or any
company controlled by a
substantial shareholder of
the Company;

any research assistant,
technician, adviser,
consultant, artist, actor,
actress of, and any research
company, technical support

company, advisory
company, consultancy
company, production
company, advertising
company, distribution

company and professional
services company to any
member of the Interested
Group or any substantial
shareholder of the Company
or any company controlled
by a substantial shareholder
of the Company;

any supplier, producer,
director or licensor of films,
television programmes,
video features, goods or
services to any member of
the Interested Group or any
substantial shareholder of
the Company or any
company controlled by a
substantial shareholder of
the Company;
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(b) The New Option Scheme (Continued)

(if)

(iiif)

The participants include: (Continued)

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

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

(2) any company controlled by one or
more persons belonging to any of
the above classes of participants.

The maximum number of shares in respect
of which share options may be granted
under the New Option Scheme must not
exceed 10% of the issued share capital
of the Company as at the date of approval
of the New Option Scheme and such limit
might be refreshed by the shareholders
in general meeting. The maximum number
of shares which may be issued upon
exercise of all outstanding share options
granted and yet to be exercised under
the New Option Scheme and any other
share option scheme must not exceed
30% of the shares in issue from time to
time. The total number of share options
available for issue under the New Option
Scheme (after refreshment) as at the date
of this annual report was 2,660, which
represented approximately 0% of the
issued share capital of the Company at
the date of this annual report.
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(b)

The New Option Scheme (Continued)

(iv)

(vii)

(vii)

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

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

Save as determined by the board of
directors and provided in the offer of the
grant of the relevant share options, there
is no general requirement that a share
option must be held for any minimum
period before it can be exercised.

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 the highest of:

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

o the average closing price of a
share of the Company for the 5
trading
preceding the date of grant; and

days immediately

o the nominal value of a share of the
Company.

The New Option Scheme is effective for
10 years from the date of adoption until
26th May, 2012.
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TREBEARATERR EF  AEEESR
LFEMSEERBADABREZFERZE

sz 28

$5£80)
Category of AR
Participants Name of scheme

A071E ERREE
BERES*  0ld Option Scheme
Substantial
shargholders TR i3
and directors  New Option Scheme
of the Company*

ANFAEE" MERERE
Director of the ~ New Option Scheme
Company*

rE0ES ERREH
Employees of  Old Option Scheme

the Group
it VLR
New Option Scheme

P LU EE

Other participants New Option Scheme

e
Date
of grant

21.11.1996
28.03.2000
02.06.2000
16.07.2002
17.07.2008

16.07.2002
17.07.2003

05.01.1999
28.03.2000
02.06.2000
16.07.2002
17.07.2008
13.12.2004

16.07.2002
17.07.2008
13.12.2004

fE8R
Exercisable period

21.11.1996 - 20.11.2006
28.03.2000 - 27.03.2010
02.06.2000 - 01.06.2010
16.07.2002 - 15.07.2012
17.07.2003 - 16.07.2013

16.07.2002 - 16.07.2012
17.07.2003 - 16.07.2013

05.01.1999 - 04.01.2009
28.03.2000 - 27.03.2010
02.06.2000 - 01.06.2010
16.07.2002 - 16.07.2012
17.07.2003 - 16.07.2013
13.12.2004 - 12.12.2014

16.07.2002 - 15.07.2012
17.07.2003 - 16.07.2013
13.12.2004 - 12.12.2014

BROER
Exercise
price

per share
AT

HKS

£0.510
16.783
8.134
1716
0.564

1716
0.564

5011
16.783
8.134
1.716
0.564
0.520

1716
0.564
0.520

- REARAZIBRRREEAERLEER
BRARL LR 2 BAE -

r REERAEFZTEBRLAMF 2 BRE -

H-28zf
-A-8
HAGE

Outstanding

asat
01.01.2003

674,269
922,123
417,506
21446

223,344

1,109,567

1,100,957

U
286,337
417,508

3,326,671

4,031,560

4438228

4438228

11,814,689

The following table discloses details of the Company’s

share options held by the Company’s substantial

shareholders, directors, the Group’s employees and

other participants and movements in such holdings:

it 3
i
Granted
during
2003

k)

(Note )

457,000
457,000
2,285,000

2,285,000

11,264,939

11,264,039

8,895,000

8,895,000

22,851,939

BRENA
Number of share options
it 3 43
tZAZ1-H
R-%23m%
-A-8
LES R-280%
H=83=F  Outstanding H-33BE H-FIME H-FIME TIAZt-R
fife asat B i 3. LEST
Exercised 31.12.2008 Granted Exercised Lapsed  Outstanding
during and during during during as at
2003 01.01.2004 2004 2004 2004 31.12.2004
(Hati) (Hiitii) (Hitv)
(Note ii) (Note i) (Note vi)
- 674,269 - - - 674,269
- 922,123 - - - 922,123
- 417,506 - - - 417,506
- 21,446 - - - 201,446
- 457,000 - - - 457,000
- 2,692,344 - - - 2,692,344
- 1,100,557 - - - 1,109,557
- 2,265,000 - - - 2,285,000
- 3,394,557 - - - 3,394,557
= U = = = 4
- 265,337 - - (34,798) 250539
- 417,508 - - - 417,508
- 3,328,671 - - - 3,328,671
(1,000,000) 10,254,939 - - - 10,254,939
- - 15,800,000 - - 15,800,000
(1,000,000) 14,286,499 15,800,000 - (34798) 30,051,701
- 4438228 - - - 4438228
(1,000,000) 7,855,000 - (800,000) - 7,095,000
- - 11,820,000 - - 11,820,000
(10000000 1220328 11820000 (800,000) - B3I
(2,000,000 32,666,628 21,620,000 (800,000) (34798) 59451830

Represented the share options held by Mr. Heung Wah
Keung and Ms. Chen Ming Yin, Tiffany, the substantial

shareholders and directors of the Company.

Represented the share options held by Ms. Li Yuk
Sheung, the director of the Company.
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Wit -

(i) ARBIRODEBEE-_TST=FRHER
AWM EABR0S7TET -

% 4 B 58

(i) ARRBNEEZERERN _—_ST=FETE
EHRRMZETERSER0.89ETT

(ii) ARBBRNEE _TENEFRUBRERS
Rl 2B EREA0.4758 T -

DEEBRER =

(iv) KRAEN z
BERAMZKRTERER0.70%

N%‘:

TMFERETE
TG ©

(v) W BN FARH

UARARBE ZRAERE RZTTNF+=
A=+ —A&BITERAKITE 259,451,830
BRE BERARARAAAIBESERE
#7108,557,000/% 7t % 1759,451,830 % %8 /) ¥

B -

FRARARAZNERBERIERFTSE 22
BISETT(ZTZT=F : 128x) °

(]

BHBERENETEM M BT ELELER
ARBRAEBEZEERBERA  TERFA
ROzBREBERRARAERAX - RN
BERTEREBARTZIRND  €ERARA
BRERH  cEECEABIMA MR
FEERNEEEZESTERARA 2N
HERA - RITERRTHERRAATHZE
PR 1 R 1T 0 B AR M A0 8% 1 A TR B

Notes:

(i) The closing price of the Company’s shares immediately
before the date of grant of share options in 2003 was
HK$0.57 per share.

(i) The closing price of the Company'’s shares immediately
before the date on which the share options were

exercised in 2003 was HK$0.89 per share.

(iii) The closing price of the Company’s shares immediately
before the date of grant of share options in 2004 was
HK$0.475 per share.

(iv) The closing price of the Company’s shares immediately
before the date on which the share options were

exercised in 2004 was HK$0.70 per share.

(v) No share option was cancelled during the year.

The exercise in full of the outstanding 59,451,830 share
options as at 31st December, 2004 would, under the
present capital structure of the Company, result in the
issue of 59,451,830 additional ordinary shares for a
total cash consideration,

approximately HK$108,557,000

before expenses, of

Total consideration received during the year from the
grantees for taking up the share options granted
amounted to HK$15 (2003: HK$12).

The financial impact of share options granted is not
recorded in the Company'’s or the Group’s balance sheet
until such time as the share options are exercised, and
no charge is recognised in the income statement in
respect of the value of share options granted in the
year. Upon the exercise of the share options, the
resulting shares issued are recorded by the Company
as additional share capital at the nominal value of the
shares, and the excess of the exercise price per share
over the nominal value of the share is recorded by the
Company in the share premium account. Share options
which lapse or are cancelled prior to the end of their
exercisable period are deleted from the register of
outstanding share options.
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BRERNETTIEEFRRERS

25,000,000 T2 &R e EHEE
R VREEBEXRPFARKERE
B ZX S22 BENEN19(b) »

12,000,000 T2 R E R & B2 AEBRER
EEREBERAAESERHEESRSE - TR
EEGEXRPITARSE  BRARERE
fh EWBRFXERE A o EW CAREBEBEFE
Az E&RT 2 & A #6,6550008 7T °
ZRPZFABENMEE19(0) ©

FR - AEEARE10,887,000/8 7T H
EHE R Imperialz 25z o RE N
38,080 TALRD Z ARXM - BR 5
Z BRI 33 -

FR - ?dm;%m 2T = iﬁ%)\
Golden Capital * EFBRERRE 5 0 H
FWTKE B T E 818 10,000, ooo,%
o KN B F NS K E4,000,000%
MAEBEREE B & KERHE
6,000,000;%71 CREBBEREEARBR
At AR - BN RIE R H i #E AR K
REMN - ZRHZHABEHRME17(a) ©

During the year, the Group had the following major non-

cash transactions:

(a)

Deposit for investment of HK$25,000,000 was
rearranged into a loan and is included in loan
receivable account in the balance sheet. Details
of this transaction are set out in note 19(b).

Deposit for investment of HK$12,000,000 was
exchanged for the advertising services to be
provided by an advertising agent to the Group
and is included in deposits, prepayments and
other debtors account in the balance sheet.
During the year, the Group utilised advertising
services amounted to approximately
HK$6,655,000. Details of this transaction are set
out in note 19(b).

During the year, the Group disposed of its entire
interest in Imperial for a consideration of
HK$10,887,000. The consideration was satisfied
by the allotment of 8,080 shares of TAL. Details
of this transaction are set out in note 33.

During the year, in respect of the acquisition of
Golden Capital by the Group in 2003, the
vendor’'s shareholder agreed to pay the
Liguidated Damage of HK$10,000,000 to the
Group by four instalments. A total amount of
HK$4,000,000 was received by the Group during
the year. The remaining amount of HK$6,000,000,
which was received by the Group after the
balance sheet date, is included in deposits,
prepayments and other debtors account in the
balance sheet. Details of this transaction are set
out in note 17(a).
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AEER-_ZE_F_ARAHHEERE
BRI R Bt AREB

“EZ_FWANBRFAIFAMSRE
ERLEBELHEER UBESHEXE
FEERG ZBRETE (TRERRE
REMEETE) ([FTE]) RBEE
BERERRE -

BREMEHRERE  EXEEERMAE
B 145,000,000 T2 &S + LS
BRIEZELESRE  VWIERKITY
WEERTHBEENZETERRES °
MEREBERBEERTE  AEARE
%ETIi@E%éﬁTﬁE%% o BIRE AT -
REBERSDEZINRBEER
JEHE:Z%E%;%%)EH » H1 #7200,0005% 7T
%1,000,0008 Th%E - BEREF 2 HE
BITEAYI0F ERREEE H R
B2ER  ZMMEREMSZBINETE
ﬁﬁma REREE R IEM Ll kg
FigBRA (RETBETAI) MKEHEX
SEREBHE(LBRAZ20%) B2

FR - AEEREBEEBEZEITHZN
#RE48,500,0008 T (T =4 :

9,700,000 7T ) M & X % B % 1 #& 17
BOMAEEBTNNEAELTFBEBRAD
4,970,000 T (= T T = &

15,453,000/ 7T) [ & K & B & B ik

T o

On 5th February, 2002, the Group and the Riche
Group entered into a territory supply agreement
whereby the Group, during the term of three
years from 8th April, 2002, granted in favour of
the Riche Group a first right of refusal to acquire
the exclusive distribution rights excluding the
theatrical 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
Riche Group paid an amount of HK$5,000,000
to the 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
the
agreements to be entered into. If the Riche Group

payable under territory distribution
elects to acquire the Distribution Rights, a
territory distribution agreement in respect of the
film will be entered into pursuant to which the
Riche Group shall pay a licence fee in respect
of each film, 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 ten
years. In relation to the option to acquire the
theatrical rights, the additional license fee shall
be equal to the balance of the total income
received by the Riche Group in respect of the
exploitation of such theatrical rights before
payment of any distribution expenses but after
deducting a sum equal to 20% of the said total
income which shall be retained by the Riche
Group.

During the year, the Group granted Distribution
Rights to the Riche Group at a total consideration
of approximately HK$8,500,000 (2003:
HK$9,700,000) and the Group granted theatrical
rights to the Riche Group at a total license fee
of approximately HK$4,970,000 (2003:
HK$15,453,000) pursuant to the relevant territory
distribution agreements.
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BHE_TZ=-#+_HF=+—H " K&
EREEHBTEREREERIZRELN
720,000/ c RZZEZEME+ A=
T-HYEBEREEKRES -

MEREELRARLLTAERS K
BLEMBARCZES -

RZZEZE-_F+-_A=H A5EHE
REBTUEBE AR ERERZ
BUAEBARERAEXREEARTEER
ZHBE R REMRY - HEXA
BRI CEBETHEZS W
EZHMERBRT - EXEERAEE
ITRBEERAEFBRREREE KRR 2
BKWAZS% 2 ETHE  EAREEIR
HERBZRE - REBE-_TT=F1+=
A=+—BLEFERN AEEERES
BEBYRIMEETHERNEREE
U ER 3 17 B £ 49527,0008 T - FRI
EOEREEKRETAS -

As at 31st December, 2003, the Group received
a deposit of approximately HK$720,000 from the
Riche Group for the granting of Distribution
Rights. There was no deposit received from the
Riche Group as at 31st December, 2004

Mr. Heung Wah Keung and Ms. Chen Ming Yin,
Tiffany are also directors of Riche Multi-Media
and its subsidiaries.

On 3rd December, 2002, the Group entered into
a cyber cinema rights supply agreement with
the Riche Group pursuant to which the Group
agreed to distribute the cyber cinema rights of
the films within the PRC to the Riche Group
subject to such other terms as may be agreed
by the parties to the relevant future cyber cinema
rights distribution agreements to be entered into.
In consideration of the provision of services by
the Group, the Riche Group would pay the Group
distribution commission equivalent to 35% of the
total income received by the Group on behalf of
the Riche Group. During the year ended 31st
December, 2003, the Group received distribution
commission of approximately HK$527,000 from
the Riche Group pursuant to the relevant cyber
cinema rights distribution agreements. No
distribution commission was received from the

Riche Group during the year.
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AEBFRNEFEATHET IR ¢ (c)  During the year, the Group entered into the
following transactions with related parties:
—EEQNF —TT=F
2004 2003
ft i TER TAT
REME Nature of transactions Notes HK$°000 HK$'000
RETALEH Management fee income
ZEBBIRA from the TAL Group (1)&(iv) 3,860 =
B X RS2 A Services charges paid
TALEE 2 and payable
fR5 & to the TAL Group (1)&(iv) 11,540 =
BEX N REXM Artists promotion charges
TALEE 2 paid and payable
BEAEEHE to the TAL Group (1)&(iv) 10,349 =
KEEXRERZ Post-production service income
% EBMERTS & from the Riche Group (i) & (iii) 1,781 1,269
REEXREERZ Interest income from the Riche Group
B WA (if) & (iii) 338 338
et Notes:
(i) CHERETHMEZBERETE - (i) The amounts were determined at prices agreed
between the parties.
(ii) FEBEBRARBERZHEEBREITAR (i) Interest income was calculated at 1% per

BRERZ GRRFNEAETE -

(i) MEBRELERARLLINB/ER

BrE=E -

(iv) RARLETNATALZES -

FR AR Tﬁi%&ﬁl
60,765,0000% & @Hﬂ
R 2 7B

45,702, 2730%) ©
5530 o

FACFAEREEMRAR L
LMJ*%$7’§£

AEERAERE
(ZFF=F: &) -

RITREEAER
ZHRITER -

F

iy
]
TZ
H

N*HISGEF

B
=

W R EMBEEALTE
#1720 24K 26 ¢

E AT
7$E¢ :

o=

i
B %
i1 %

/[mﬁ m \

 Golden Capital &£ B A & —
REFAEB2EFUBER - &
A B & A A]ULER 49, ooo,%yz(
F : 103,000 L) 2EH
BAREFHE °

K IR 2 #F 15 8B

annum in accordance with the terms of the
convertible notes issued by Riche Multi-Media.

(iii) Mr. Heung Wah Keung and Ms. Chen Ming Yin,
Tiffany are also directors of the Riche Group.

(iv) Ms. Chen Ming Yin, Tiffany is also a director of
TAL.

During the year, the Company issued 60,765,000
(2003: 45,702,273) ordinary shares to the
directors and their associates. Details of these
subscriptions are set out in note 30.

During the year, Mr. Heung Wah Keung and Ms.
Chen Ming Yin, Tiffany provided personal
guarantees to a bank to secure banking facilities
granted to the Group. No fee was paid to them
by the Group (2003: nil).

During the year, Golden Capital Group utilised
the trade finance banking facility granted to the
Group by a bank. The Group received a fee of
HK$49,000 (2003: HK$103,000) from the
associate. The fee was at a price agreed
between the parties.

Details of the amounts due from and to related
parties are set out in notes 17, 20, 24 and 26.
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TRBNEZRRIBFEAGERELEE
ZARBMBAR - EFZRE - 2N HEMHE

The following table lists the subsidiaries of the Company
which, in the opinion of the directors, principally affected

RAZEMEERBBNITE -

the results or assets of the Group. To give details of

other subsidiaries would, in the opinion of the directors,

results in particulars of excessive length.

ARAME
BRfkE/
ARER BEAR
HEL S HRRA/
Proportion ZRER
ES E /R of nominal Issued and
%8 fifs/ 8% frERA value of issued fully paid
Form of Country/place of ¥ capital/registered share capital/
WELRZE business incorporation/ Class of capital held registered IDEE
Name of subsidiary structure formation shares held by the Company capital Principal activities
%

TREZERR THEE i fid 49 300,000% T Rt L
EEERLA Sino-foreign PRC Capital US$300,000  Design and production
(Hritake) joint venture contribution of advertisements
(Mtrelz2])

Beijing Creative Star
International Advertising
Co. Ltd. (Notes a and c)

(“Beijing Creative Star")
Business First Limited Rl ABRTES LEk 100 1RERIET REAERERE
Incorporated British Virgin Ordinary 1 share of Holding of cable right
Islands US$1

China Star Entertainment EaUfA EBRUES LEk 100 200RGREEIET REER

(BVI) Limited Incorporated British Virgin Ordinary 200 shares Investment holding
Islands of US$1 each

hEZREER Rl B LRk 100 MERER RERRK
BRAF Incorporated Hong Kong Ordinary 1BTERR Investment holding

China Star Entertainment 1,000,000
Holding Limited SREBET

ERZRELR
(Hita)

2 ordinary shares

of HK$1 each

and 1,000,000
deferred non-voting
shares of HK$1 each
(Note d)
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g
BRfRE/
ARER BEAR
HELA HRRE/
Proportion ZhER
EB5R /R of nominal Issued and
% B%/1% frERH value of issued fully paid
Form of Country/place of g5 capital/registered share capital/
i PR business incorporation/ Class of capital held registered TEEE
Name of subsidiary structure formation shares held by the Company capital Principal activities
%
HEERERTARAA Rl Bk Lk 100 100,000%% BV RER
China Star HK Distribution Incorporated Hong Kong Ordinary BREGIET #EH
Limited tak &
100,000 ordinary Distribution of motion
shares of  pictures and television
HK$1 each drama series
TEEERREARAT i B Lk 100 1,000,000 R&E
China Star HK Entertainment Incorporated Hong Kong Ordinary BRAEBIAT ¥k
Company Limited tak RERR
1,000,000 ordinary Distribution of
shares of video rights and
HK$1 each investment holding
China Star International Ul EBROES LR 100 8,001 5% EYRER
Distribution Limited Incorporated British Virgin Ordinary HBE1ETRA ek
(Htztb) Islands 8,001 shares of &
(Note b) US$1 each Distribution of motion
pictures and television
drama series
hEERSYRARLA Rl & EER 100 15,000 B R E & REER
China Star Laer Disc Incorporated Hong Kong Ordinary 10037 R R
Company Limited tak RERR
15,000 ordinary Provision of
shares of management
HK$100 each services and
investment holding
HEEYEERAA FaufA A LRk 100 dhERARE REEY
China Star Pictures Limited Incorporated Hong Kong Ordinary 1% i
LEK  Holding of film rights
2 ordinary
shares of
HK$1 each
HEERERKARAA RaufA & AR 100 WEREE RERH
China Star Production Incorporated Hong Kong Ordinary 18T RIERE
Services Limited tak Provision of post-
2 ordinary production services
shares of

HK$1 each



Gl PEEE
Name of subsidiary

HEEREERAA
China Star Trademark
Limited

China Star Worldwide
Distribution B.V.
(Kitn)

(Note b)

Classical Statue Limited

Exceptional Gain Profits Limited

Z%(BR)ARAR
Newrich (HK) Limited

-BEEYERLA
One Hundred Years of

Film Company Limited

SERZARDA

S & W Entertainment Limited

ESEY
R,
Form of
business
structure

iR

Incorporated

e
Incorporated

MR

Incorporated

e
Incorporated

A

Incorporated

Rl
Incorporated

Rl
Incorporated
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i/ R
85/ 4% fisRe
Country/place of £l
incorporation/ Class of
formation shares held
ZERAES EAR
British Virgin Ordinary
Islands
i Lk
Netherlands Ordinary
ZERANS ERR
British Virgin Ordinary
Islands
ZERAES AR
British Virgin Ordinary
Islands
Bk Lk
Hong Kong Ordinary
Bk Lk
Hong Kong Ordinary
Bk AR
Hong Kong Ordinary

ARARE
BRARE/
ARER
HERLH
Proportion

of nominal
value of issued
capital/registered
capital held

by the Company
%

100

100

100

100

BEAR
BRRE/
ihEx
Issued and
fully paid
share capital/
registered
capital

GENEIA) )
1 share of
US$1

40055 R
AE100EHE
Ll

400 ordinary
shares of
Dutch Guilders
100 each

1REEIZTLRE
1 share of
US$1

1REEIZELZRH
1 share of
US$1

QRERER
1BTEER
2 ordinary
shares of
HK$1 each

3,000,000 & &
BEIER
LRk
3,000,000
ordinary shares of
HK$1 each

QRERER
BT ER
2 ordinary
shares of
HK$1 each

IREH

Principal activities

REBER

g

Holding of trademark
and copyrights

EYRER
EEE

1

Distribution of
motion pictures and
television drama
series

i G

Investment holding

VESE

Property investment

RIS
Property holding

VAR

Film production

PEEYR
EREER
Production of motion
pictures and television
drama series
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LREBED -—HAASEE—URNPEZ
BUS=-FEXIZAERA - BEHA—N
NEFAANBRF -+ - REN LA
HEZPHAALTITZL2ERGE 588

ERHLAABERAZHEBEEEREE X
EEBBZARBA  SENBRAZTIA
TXNZERERER A AERRIEAE

ZARZKERTSIBETE Bl - £—
AMNEtEAANBRE-_ZET_F+-A=
T—BLEM A5EERERLRAER
100% 2 & E % - ZEBRBECER 52
—T——f+=ZA=+—H -

ERREEER -

ERBERERRK -

BRERBECERODERLEEND ZZ A A
H&‘% BRZARABRRAGZAE  HFEZ
ERELESLREZEN  HEBBKITD
AZHAERAIK °

China Star Entertainment (BVI) Limited &
China Star Worldwide Distribution B.V.H &
RABEEES MHAEHMHMEAREGAHALALR
AIEERES -

BREEAEN  WBRARAZIELEEMER
BB e
P78 B8 A A 0 4F 45 B 3R4F AP (E f] B R A AR AE

MABOZEBES

Notes:

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

Operating internationally.

Operating in the PRC.

The non-voting deferred shares practically carry no
rights to dividends nor to receive notice of nor to attend

or vote at any general meeting of the company nor to

participate in any distribution on winding up.

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

the Company.

Except otherwise stated, the principal place of operation

of the subsidiaries is Hong Kong.

None

of the subsidiaries had any debt securities

outstanding at the end of the year or at any time during

the year.
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TRENEZRATIBFVEAKRERENEE
ZEAEEBERA  c EEZRR - 2V HbEE
RAZEMEERBBNITE -

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

the results and assets of the Group. To give details of

other associates would, in the opinion of directors, result

in particulars of excessive length.

A
EBRRBEA X/ %
Form of Country/
BENRER business place of
Name of associate structure incorporation
Golden Capital RiA REALES
International Limited Incorporated British Virgin Islands
EREEMRERA A NEBERR e
Wholly foreign PRC
-owned
enterprise
SXSEREERRAA™ EWKL BRE
Riche Multi-Media Incorporated Bermuda

Holdings Limited***

RRABERME
BRARK/Ef
EXEELD
Proportion of
nominal value of
issued capital/
registered capital
held indirectly
by the Company
%

36.50

20.08

40.67

BRARMRRE/
A&

Issued and

fully paid

share capital/
registered

capital

1,000 5 &
BE1ET
il

1,000 ordinary
shares of US$1
each

AMER
N
10,000,0007T
Registered
capital
RMB10,000,000

4,752,000,0008%
BREEO
BT

EER
4,752,000,000
ordinary shares
of HK$0.1 each

TEER

Principal activities

R ERERR
[nvestment holding
in the PRC

NS
REEEH
B R R
BRHR
Development and
production of
telecommunication
and information
technology and
solution in the PRC

REBREER
Investment holding
in Hong Kong
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BENTER
Name of associate

Bluelagoon Investment
Holdings Limited™

EXETERD A
Riche Distribution Limited**

EXAR (RFEER
BERK) ERAF

Riche International
(Macao Commercial
Offshore) Limited*™*

EXRSEEERAA
Riche Multi-Media Limited**

ERERER
Form of
business
structure

B2V
Incorporated

AR

Incorporated

EalilzAv
Incorporated

A A

Incorporated

EMiE
R/ #E
Country/
place of
incorporation

RERARS
British Virgin Islands

&k

Hong Kong

R
Macau

R
Hong Kong

ARFRERE
BRTRA/ER
EXEELH
Proportion of
nominal value of
issued capital/
registered capital
held indirectly
by the Company
%

40.67

40.67

40.67

40.67

BRARMRRE/
EMEE

Issued and

fully paid

share capital/
registered

capital

1REEIZETZRR
1 share of US$1

1,000,000 & &
HEIET

£k

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

11 E 15 100,000
R

&M

1 share of
MOP100,000

2REREE
BT

ERR

2 ordinary shares
of HK$1 each

TEEH
Principal activities

R ERE

B &0

EY EREY
BTER
REESE
Investment holding,
distribution of films,
sub-licensing of
film rights and

sale of advertising
rights in the PRC

REBER
ERETHR
Sub-licensing of film
rights in Hong Kong

R EET
Y B
BORR

HEESE
Distribution of films,

Ho

i)

5

=
B

e

sub-licensing of film
rights and sales of
advertising rights in
the PRC

R B R
EYREM
TEEE
Distribution of films
and other video
features in the PRC



BENT BB
Name of associate

EXBTERAA
Riche Video Limited™*

Legend Rich Limited™

Together Again Limited

Imperial International
Limited™**

China Artists Agency
Inc. (RT78 Interactive
Market Technology
Inc.) ****#

(formerly known
as Interactive Market
Technology Inc.)****#

EBRBHR
Form of
business
structure

A
Incorporated

Bl
Incorporated

RalilAv
Incorporated

B2
Incorporated

RalilzAv
Incorporated

it Fir 4
GEVEE
Country/
place of
incorporation

BE
Hong Kong

ARRLES
British Virgin Islands

EERAES
British Virgin Islands

REBRAHE
British Virgin Islands

XE
United States
of America

ANNUAL REPORT 2004 F 3R

NGl E 3R
BRIRE /R
EAEELS
Proportion of
nominal value of
issued capital/
registered capital
held indirectly
by the Company
%

40.67

40.67

49.00

49.00

BRETRBZRE/
aMER

Issued and

fully paid

share capital/
registered

capital

10k EREE
1008 T2
LERR
20,0008
gREE
1007T 2
ERFERT
B&in (Hfit)

10 ordinary
shares of HK$100
each and 20,000
non-voting
deferred shares of
HK$100 each
(Note)

1REEIET
LAk

1 ordinary share
of US$1

48,080

1ETZ’H
48,080 shares
of US$1 each

100/%E &
3]
100 shares of

US$1 each

128,968,242/
FRAEE0.0001E T
LAk
128,968,242

of US$0.0001 each
common stock

HE-_ZTZTNHF+-_A=+—HILFE For the year ended 31st December, 2004

TEEY

Principal activities

RERET
YRER
Distribution of video
products in

Hong Kong

ERTERER

R E#T
FREM
Distribution of video
products in the PRC
through a PRC agent

REARR
REBAEBRY
Investment holding
and provision of
artists management
services

RAER
Investment Holding

RARR

Investment Holding
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i
EBRERA X/ %
Form of Country/
BENTER business place of
Name of associate structure incorporation
Metrolink Pacific Limited**** B RERLES
Incorporated British Virgin Islands
MEEREEBARAA  HMKL &R
China Star Management Incorporated Hong Kong
Limited****
Anglo Market International RalilzAv EERELES
Limited**** Incorporated British Virgin Islands
Metrolink Global Limited**** i RBRAES
Incorporated British Virgin Islands
* R EREBEBRAAJTIGolden Capital,z *
—HHEAA -
o ZERRADERSHBZZERENEBER x>
Ej o
EXZHEBIRNETEMERIMBRA
IR
e ZRERARBTALZKER A - e
g China Artists Agency Inc. A — B XE QAR 3

~nac REBRBSIEF X SR (Over-The-

Counter Bulletin Board) #17E & -

Mt B

BWEMZR

SRECENE

REFEELREHEBRE

ik °

PRI EER D ZF
ARERAGzBE

e Note:
s ijEZ%
ZEEM

] 7

KREAEERE
BARE/ER
EXEELA BRORERRE/
Proportion of dMEX
nominal value of Issued and
issued capital/ fully paid
registered capital share capital/
held indirectly registered IEER
by the Company capital Principal activities
%
41.65 120 B REE RERR
(Eiwd 3 Investment holding
120 shares of
US$1 each
41.65 1,000,0008% RAEA
GREETET ERR%
LERR Provision of artists
1,000,000 management services
ordinary shares
of HK$1 each
41.65 K& REE
(Eird 3] REHEBAEERY
1 share of Provision of artists
US$1 each management services
41.65 100% & R A E
(Eird 3] REBAEERY
100 shares of Provision of artists
US$1 each management services

LR ERBHE B IR A lis a subsidiary of Golden Capital.

These companies are wholly-owned subsidiaries of
Riche Multi-Media.

The shares of Riche Multi-Media are listed on The Stock
Exchange of Hong Kong Limited.

These companies are subsidiaries of TAL.

China Artists Agency Inc. is a U.S. public company
traded on the Over-The-Counter Bulletin Board.

The non-voting deferred shares practically carry no
rights to dividends nor to receive notice of nor to attend
or vote at any general meeting of the company nor to
participate in any distribution on winding up.
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R-ZEZME+_A+HA AR AR
BEBLTHIRTR0.608 T2 BERAE
VR EENAREG60,765,0000 F I
0.05BTLZ ARRIFMD - LABEERE
ERARAFTRPN_ZEETNE+=-A+H
Bz W mBiE14.29% - IS HIBRE
#) 535,600,000/ 7T © EtE AIEM D
z%fi'—iﬂz&fﬁ%zwilz B R
cREER -_EERF—A-+—H
éﬁéﬁzHﬁ?ﬁ%%ﬂﬁ@ﬂtt;&%%@a%
60,765,000 #T ik H TR —_ZTZTHF
—A-t+tB=%EK-

—EENME+_A=+—Bz% BT
BRESBEATERSZERES BIZ
TEEFR0.564% T &k FRO. 527557‘5
(439,591,000 7T) & L RE AN

HXZ’KEP7,969,939HX&Q,SOO,OOOHXHX

,T/\ ®

RZZEZTRF_F '  AEENE W;Ei,i@
30,334,000 TEIINKEE X Z H 8
1.89% M A s o

RZZEERF-_A=-F+MA - ARAR
BEBLZHEZER050EBTZERRASE
I E E M A RS B Porterstone &
A 2 58 %5 4 5 Bl BT % 2 60,000,000 8% &
16,600,000/ ¥R E0.058 7T 2 A A
ARG - LRAREEERARRKRGR =
EERF A+ BZWUMERED
13.79% o

BERB 2RBEWZE  Porterstone X [
HERAEAERTROSBTZEE D HIRE
60,000,0004% % 16,600,000 /% & i% m &
0.05B L ZARAFBKM °

R-ZZEEAFMA+NLA  EXZHEE
6] 7K ££ [B] %% 17 2 33,800,000 7T 7] 2 i%
ZIRBIE o AN B A7 4 AT R R L N i
KEENREF33,800,0008 TAEERS
HERA MEXZEBEEEEZS
Bo-RAB ARAAERNERZHER
ﬁ—i%%ﬁs&%awmﬁm ZER
EIRH  RESAERE W BRENKE
5\% o

On 15th December, 2004, arrangements were
proposed to make for a private placement to
independent investors of 60,765,000 new shares
of HK$0.05 each in the Company at a price of
HK$0.60 per share, representing a discount of
14.29% to the closing price of the Company’s
shares on 14th December, 2004. The net
proceeds of approximately HK$35,600,000 were
intended to be used for two movies’ production
and as general working capital of the Group.
The proposed placing of 60,765,000 new shares
was approved by the shareholders at the special
general meeting held on 21st January, 2005 and
was completed on 27th January, 2005.

Subsequent to 31st December, 2004, certain
share option holders exercised their share option
rights to subscribe for an aggregate of 7,969,939
shares and 9,800,000 shares in the capital of
the Company at an exercise price of HK$0.564
and HK$0.52 per share respectively in an
aggregate amount of approximately
HK$9,591,000.

In February 2005, the Group acquired additional
1.89% equity interest in Riche Multi-Media for a
total consideration of approximately
HK$30,334,000.

On 24th February, 2005, arrangements were
made for a top up private placement to
independent investors of 60,000,000 and
16,600,000 shares of HK$0.05 each in the
Company held by Porterstone and Mr. Heung
Wah Keung respectively at a price of HK$0.50
per share, representing a discount of about
13.79% to the closing price of the Company'’s
shares on 24th February, 2005.

Pursuant to the subscription agreement of the
same date, Porterstone and Mr. Heung Wah
Keung subscribed for 60,000,000 and 16,600,000
new shares of HK$0.05 each in the Company
respectively at a price of HK$0.5 per share.

On 19th April, 2005, the convertible notes of
HK$33,800,000 issued by Riche Multi-Media to
the Group matured. The Group did not exercise
the right to convert the outstanding principal
amount of HK$33,800,000 into share capital of
Riche Multi-Media and the amount was repaid
by Riche Multi-Media accordingly. On the same
date, the Company granted a one-year term loan
of HK$33,800,000 to Riche Multi-Media. The loan
is unsecured, bears interest at 1% per annum
and repayable on demand.



