W # # # B 7 Notes to the Financial Statements

HE_ZTZRAF+_A=1+—HILFE For the year ended 31st December, 2005

13. BE®RE 13. DEPOSIT FOR INVESTMENT
RZTENF  AEERA-—FF=FiLBK In 2004, the Group entered into a conditional sale and
HEERE Bt AEEBRERBEmMZE= purchase agreement with a third party pursuant to which
7 B E 112,000,000 L 2 R ELHE—HRA the Group agreed to purchase and the third party
Z30%EBITRA - ZARZEEXBALEF agreed to sell 30% of the issued share capital of a
HERERTERERIRLE - ERGEEEDR company at a consideration of HK$12,000,000. The
HARZLAAREMNBRACZEE BfF - & principal activity of the Company is the provision of
EREBIARERERERAEEENE - 5 mobile entertainment on demand platform in the PRC.
ETK  BREZEREEE R - LK%EIEFEU The completion of the conditional sale and purchase
ZE= X AEEZS 12,000,000 5T ° 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.

A AEETTHEEBREELERRARE In the same year, the Group did not satisfy with the
TegWBZRAAZ 30%HX KigEm - R results of the due diligence review and decided not to
12,000, 000;%71:75/\_ T NE+=-A=+—H acquire the 30% equity interest of such Company. The
MAEE RZZTZERFWA=+H  A&E deposit of HK$12,000,000 remained unsettled at 31st
HME=FII &SR - &Ik - 7,000,000 7T December, 2004. On 20th April, 2005, the Group entered
AR —_ETREANA=FTH  ZZTAF into a settlement arrangement with the third party
NA=+B ZZEERF+-_A=+—-BRKkZ= pursuant to which HK$7,000,000 would be refunded by
EERFZA=+—HezAs MR EEE 4 equal instalments on or before 30th June, 2005, 30th
B UERAMEAHEEEE - September, 2005, 31st December, 2005 and 31st March,

2006 respectively and were fully settled as at the date
of this report.

14. 7 & 14. INVENTORIES
—EEIRF —EETMF
2005 2004
TER FHT
HK$’000 HK$’000
2K om Finished goods 362 991
N EELBERE2220008L (ZEZTMF : Included above are finished goods of HK$222,000 (2004:
793,000 T) AE B FETEZ®K G - HK$793,000) which are carried at net realisable value.
15. FEYX 7 4% Bg =2 15. CONVERTIBLE NOTES RECEIVABLES
—EERE —EETNF
2005 2004
TER F& T
HK$’000 HK$'000
E=RETZ Convertible notes issued by third parties
AR SRR (Mt (a) (Note (a)) 52,000 52,000
—MBE QAT Convertible notes issued by an associate
AR (M (b)) (Note (b)) - 33,800
52,000 85,800
W AR Z R E  Less: Impairment of convertible notes receivables (10,000)
42,000 85,800
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15. EW AT E4& (&2 15. CONVERTIBLE NOTES RECEIVABLES
(Continued)

Bzt Notes:

(a) R-TTNE=A+HE  "EBERTALZ (a) On 15th March, 2004, the Group entered into two
% A 7] Colima Enterprises Holdings Inc. subscription agreements with two shareholders (“Note
([Colima |) 2 W& KRR ([BEETAL) T Issuers”) of Colima Enterprises Holdings inc. (“Colima”),
YMEBERERS Bt AEERBARE the holding company of TAL, pursuant to which the
17 A FT3 1T &4 26,000,000 7T 2 W #E A Group subscribed for two convertible notes of
BREB([IRREER])  BREA HK$26,000,000 each (“Convertible Notes”) issued by
52,000,000/ 7T - FH AT BB Z & 2 F B 1% the Note Issuers for an aggregate consideration of
FREAEHE - UEBERET AR Colima HK$52,000,000. Each of the Convertible Notes bears
ZEMBAE R 2 HTIEER UKREB interest at 1% per annum, secured by a charge on the
REREOHIBATEEB CEBZERA relevant Note Issuers’ entire equity interest in Colima
AIRRABHRHG 2 EMBH (UREEA and will mature on 36 months from the date of the
%) 5 361E A& EIH - 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.
FHITRBREZOMEER  AIREBEBER Each of the Convertible Notes carries the rights to
BHzENN 22N AZETRF=AT+H convert the whole or any part of the outstanding
HE-ZZ+LF=-A+MHAREAETEEH principal amount of the Convertible Notes into shares
ZEBERABDRRAZBFR G2 EWH in relevant Note Issuer in accordance with the formula
HUAREERE)  BABRBRERZ 2K as set out in the relevant subscription agreement from
AOREZACHBRB/EHAERETAZ 15th March, 2005 to 14th March, 2007 or the date of
R o AR BAITEEENAERITRRE the listing of a proposed holding company of the artists
B8R BREREEZTAZRG - Al management business on a recognised stock
AEBRSRBFEERETASENIONE exchange, whichever is earlier. If the Group exercises
B ANz KA Colima B & S B 2 99% [ # its rights to convert the full amount of the Convertible
AR - 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.
RZZETRAF+-_A=1+—BZABRBREIE The fair value of the Convertible Notes as at 31st
ZAFEENBRE-_ZSEAFt+=_A=1+— December, 2005 was determined by reference to the
HEBYSEMHEMTPEIGHEARAALZ valuation as at 31st December, 2005 performed by
HEMEBETE - BEMHEMZCHEHEERME Grant Sherman Appraisal Limited, an independent firm
FETUBRREBZATEE FARER of professional valuers. The fair value of the Convertible
10,000,000/ L 2 W EE & - Notes determined by the professional valuers is based
on the amortised effective interest rate method.
Impairment loss of HK$ 10,000,000 was recognised
for the year.
FEWATmpEERE 7 FHE Impairment of convertible notes receivables:
n—A—H As at 1st January, -
BRI EEE Impairment loss recognised 10,000
R+=ZA=+—8” As at 31st December, 10,000

(b) B £ K % K B8 8 17 2 33,800,000 T 7] 42 % (b) The convertible notes of HK$33,800,000 were issued
ERREFEAEHE  ABYFEIHAIHR by Riche Multi-Media and bear interest at 1% per
B UHBR_TEZEAFEATNABEEH- 1B annum which is payable semi-annually in arrears and
FEAT  AEBERESRLEEYEERRX with maturity date on 19th April, 2005. Prior to maturity,
EREOZSARARRE - ZFHRRER neither the Group nor Riche Multi-Media has the right
MEERFMNAIR-_ZZTHFHA+NBHZA to redeem or request for redemption of the convertible
BREGRIOBETZNFPHBEBERZE notes. The convertible notes carry the right to convert
BABORALRAEHBLAERSHEEBRAE the whole or any part of the outstanding principal
FEREEIOB T EBER - MAKEIN amount of the notes into ordinary shares of HK$0.10
NERTARERE2DRBORLBREEE each in the share capital of Riche Multi-Media at an
EXRZHEBIRA - 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.
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15. BT ER (&2) 15. CONVERTIBLE NOTES RECEIVABLES
(Continued)
K - (&) Notes: (Continued)
RZZETRAFNA+TNA  EXZHERAK On 19th April, 2005, the convertible notes of
SEET 33,8oo,ooo/§n2ﬂﬁﬂﬁ,\}f El HK$33,800,000 issued by Riche Multi-Media to the
Ho REBIKRTHEER  $RERAXE Group matured. The Group did not exercise the right
33,800,000 8B THMAERZERRA - M to convert the outstanding principal amount of
ZEFRBENALBERZEEEE - RA - HK$33,800,000 into share capital of Riche Multi-Media
ARrARMEXSHEBREL —FHE XK and the amount was repaid by Riche Multi-Media
33,800,000/ 7T - ZEXEER - HFLS1E accordingly. On the same date, the Company granted
R YEARERERE R -_TTERE+ - a one-year term loan of HK$33,800,000 to Riche Multi-
A=+—H " ZEFRGHAREBEE 2 &Y Media. The loan is unsecured, bears interest at 1%
ERAEIFRIE o per annum and repayable on demand and was included
as amounts due from associates in current assets as
at 31st December, 2005.
== B A5
16. B 5 W # 16. FILM RIGHTS
rEH
THE GROUP
FHBT
HK$’000
DN Cost
R-ZZEZMNFE—H—H As at 1st January, 2004 939,046
nNE Additions 132,710
RZZZENF+=—A=+—H As at 31st December, 2004 1,071,756
NE Additions 39,766
R-ZEZERF+_A=+—H As at 31st December, 2005 1,111,522
B RO E Amortisation and impairment
R-ZZEZNFE—H—H As at 1st January, 2004 768,787
N E EEE Amortised for the year 118,987
BRI EEIE Impairment loss recognised 30,104
RZEENF+=ZA=+—H As at 31st December, 2004 917,878
piNEEY =R Amortised for the year 57,646
RZZEZERF+-A=+—8H As at 31st December, 2005 975,524
REE Carrying amounts
R-ZZEZERF+_A=+—H As at 31st December, 2005 135,998
RZEENF+=ZA=+—H As at 31st December, 2004 153,878

EXCEHETRER
—EIZTH&Z@iEE
FREFHEERA
EIZ%TEFEJ%

TRER

I 5:

—EERF+ A=+
WARE T . B ¥ B EMTT
R=ZBEZRE+=-_A=1+—

u&%m$¢§ﬁﬁﬁ@%

BRIARAER - Ll EEDRTREE

18w%hﬁﬁﬁ$ﬁg%ﬁ% ZTEHA®E

B RERAZREMTE -

The directors reassessed the recoverable amount of
the film rights as at 31st December, 2005 by reference
to the valuations as at 31st December, 2005 performed
by Grant Sherman Appraisal Limited, an independent
firm of professional valuers, and determined that no
impairment be recognised for the year 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 at a discount rate of 18.89%.

CHINA STAR ENTERTAINMENT LIMITED # B £ £ B H R 2 7
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17. HIEPER 17. FILMS IN PROGRESS
rEE
The Group
—EERF —TTMF
2005 2004
THERT FHBIT
HK$’000 HK$’000
(&%)
(restated)
HERER 2KAE Films in progress, at cost 47,461 40,650
£ W R B & 18 Impairment loss recognised - (9,042)
47,461 31,608
EFECEMEZRER-_ZZEAF+ZA=+ The directors reassessed the recoverable amount of
—BzAkEEE EFERINZRUEFEY films in progress as at 31 December 2005. Having taken
FELAZBEIKNARBF KR  ARAFEE into account of the additional costs to be incurred and
WERNKAEXRANERERRESS - estimated revenue to be generated from these films in

progress, the directors determined that no impairment
loss be recognised in the income statement for the year.

HEGESBEHNME4e) - Details of assessment for impairment are set out in Note
4(e).
5
18. g 5 E W BR =k 18. TRADE RECEIVABLES
BT EE Y REA30E08 AL - G5 ENK The credit period granted to customers ranges from 30
X EBATMT to 90 days. The aged analysis of the trade receivables
is as follows:
KEE
The Group

—BERF —EENE
2005 2004
TER FET
HK$’000 HK$’000
(e &E351)
(restated)

EXEH The Riche Group
0£30H 0 to 30 days 18 123
31£60H 31 to 60 days - 116
61Z290H 61 to 90 days - 85
912 180H 91 to 180 days - 1
iR 180H Over 180 days - o
18 325
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18.

€L

BEZREWERR (B

18. TRADE RECEIVABLES (Continued)

AEE
The Group

—EEREF —EENF
2005 2004
THT FHBT
HK$’000 HK$’000
(&&E7)
(restated)

H i Others
0Z£ 30H 0 to 30 days 1,148 1,004
31£60H 31 to 60 days 4,471 270
61£90H 61 to 90 days 300 333
91£180H 91 to 180 days 393 2,316
BiE180H Over 180 days 11,489 13,652
17,801 17,575
o BESEWEERZME Less: Impairment of trade receivables 3,222 5,932
14,597 11,968

BORBER CREEEARFEERMAS °

BORYERATUE 2 HECBREBGFE
Al 39K T - XERNMARAER BRIE
EE -

& TR

EI QL]

The carrying amounts of trade receivables approximate
to their fair value.

The collectibility of trade receivables has been assessed

in accordance to HKAS 39 and an impairment loss was
recognised in the income statement.

19. DEPOSITS, PREPAYMENTS AND OTHER

RECEIVABLES
A5H EN
THE GROUP THE COMPANY

=it —TTHS (ERLSta —TTNF
2005 2004 2005 2004
TER TAT TER TET
HK$°000 HK$'000 HK$°000 HK$'000

biida Deposits
BT 5IA Prepayment
H Al e W 5B Other receivables

e BNFEAREMERFRZREERR
D EEMRE

(E51) (& E51)

(restated) (restated)

73,931 24,770 20,025 -
1,871 7,679 265 215
4,745 11,749 - _
80,547 44,198 20,290 215

The carrying amounts of deposits, prepayment and other
receivables approximate to their fair value.

CHINA STAR ENTERTAINMENT LIMITED H Bl E & B & R 2 A
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20. EB 18
AL E

@ R FEEIRZ 20

AF+-_A=+—HIL&FE For the year ended 31st December, 2005

FINANICAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

AEE
The Group
—EETMF
2004
FHT
HK$’000 HK$’000
(&)
(restated)
LEWES Listed securities:
E/’é%ﬁnm%z & Equity securities — Hong Kong,
at market value 23,345 33,816

21, FE e B
5 — ztsﬁil&zt/&ﬂ

DRAFABKRAEER AR RBE AR RER
JiE W A X &) B /B8 A R) 3R 78 2 33,800,000 7T &
25,000,000 T BEER REMNK1EFE
@EAET\FE%% H il FE WBsE & A 7] R T B
AREREER 2ERAREXKEE -

22. e RBEE£%EEH 22,

ZREARMB AR 21.

& RIRITH Cash and bank balances
EHFR Time deposits

He& RIEELEEEE Cash and cash equivalents

FRRBT RS AIKES ARITERN T
FBNXERMNE - ARBEFERIBRRHZ
RPTHER A—BE=@ATE  RFE
AREREME Y EREEHTERFRA X
WEBHE - BHekReFERE RAEREHR
RFEEMEE -

AMOUNTS DUE FROM ASSOCIATES
AND SUBSIDIARIES — THE GROUP AND
THE COMPANY

Included in amounts due from associates of the Group
and the Company, and amounts due from subsidiaries
respectively are of the Company of HK$33,800,000 and
HK$25,000,000 respectively are unsecured, interest
bearing at 1% per annum and repayable on demand
and other amounts due from associates and subsidiaries
are unsecured, interest free and repayable on demand.

CASH AND CASH EQUIVALENTS

rE AAF
The Group The Company

AR —TTONS Ll —TTNF
2005 2004 2005 2004
TER THET TER TAET
HK$°000 HK$'000 HK$’000 HK$'000
(RE3) (B E5I)

(restated) (restated)

5,568 24,108 2,273 3,217
25,932 30,000 19,790 30,000
31,500 54,108 22,063 33,217

Cash at banks earns interest at floating rates based on
daily bank deposit rates. Short term time deposits are
made for varying periods of between one day and three
months depending on the immediate cash requirements
of the Group, and earn interest at the respective short
term time deposit rates. The carrying amounts of the
cash and cash equivalents approximate to their fair
values.
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23. A& 23. SHARE CAPITAL
B EAE k|
Number of shares Amount
—EERE —ZRTNE
2005 2004
THER THET

HK$’000 HK$'000

I o>

5 TE B AR Authorised 20,000,000 20,000,000 1,000,000 1,000,000
BETERBERA :  Issued and fully paid:
F 4 As at beginning of year 365,406 303,841 18,270 15,192
1718 e A Exercise of share options
(K& b) (Note b) 17,770 800 889 40
fid & A% 10 Placement of shares
(Ktztakc) (Note a and c) 137,365 60,765 6,868 3,038
F 48 As at end of year 520,541 365,406 26,027 18,270
HiaF - Notes:
(a) RZZZEWNE+ZA+HAB  ARAIFKME (a) On 15th December, 2004, the Company had
EEZERKHND0.608T (BARAKND —F conditionally agreed to place 60,765,000 new shares
TZME+ A +MEBKRTENE14.29%) 2 to independent investors at a price of HK$0.60 per

BB mBILIRE %D E60,765,0008% 3 i
B -BEEHEER-_TTRAF—HA=-1++tH
SRk o BT 1S 3 TEF B 4 435,600,000 7T ¢
REARMIBE 2ZMEGIER-_STHE
BE)  MBEBENRAERAEEZ —KREEE
T BIHRN —BCEARARRER =T
THE-AZ-T-HBEAZBREEFAKRE L
B o

share, representing a discount of 14.29% to the closing
price of the Company’s shares on 14th December, 2004.
The placing was completed on 27th January, 2005.
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 2005 and as
the general working capital of the Group. The issue of
these new shares was approved by the shareholders
of the Company at a special general meeting held on
21st January, 2005.

(b) ﬁé:g FE—A BETHERERBATE (b) In January, 2005, certain option holders exercised their
BEZEREET - LAEFEL9,591, OOO}%?E option rights to subscribe for an aggregate of 7,969,939
DRIRITEEFRRMO. 564/§7EE FERS IS shares at an exercise price of HK$0.564 per share and

7,969,939/ fx 10 R IR 1T E B &R AR 1D 0.527%8 an aggregate of 9,800,000 shares at an exercise price
TR A $£9,800,0008% B 15 ° of HK$0.52 per share respectively in an aggregate
amount of approximately HK$9,591,000.

(c) RZZEZERAF-_AZ1+MA  ARAIZEE (c) On 24th February, 2005, Porterstone Limited, a

% 3 Porterstone Limited R A A Al 2 £ E &
RENTESTMERTED R EREREET
VHERERZERERNDATLRE R -
B B &%  Porterstone Limited&
m%f;ﬁf‘a&t}atﬂxﬂxﬁo 508 (BRARA
MWR-_ZETRFE_F= JrEEIH&?ﬁFTﬁ;%
17. 25%)2?“1&‘13%4&%%@6% & #
76,600,000k B Bl fn - RERBHZ -
Porterstone Limited&ﬁ%?ﬁf‘ﬁi&lﬂxﬂx
19 0.507% 7T 2 [E 1% R & £ 76,600,0000% %7
f& 15 - 76,600,000 F M E BB FER
“ETRE=-RLAHT AEHBEFEN
/37,300,000 T - MERIEAEEZ — &
EEESR/SARNEFDEMN B %8
ETZEMKBEE 2SHROHDBE=
ETRFE—A -+ —BHARGABRREFR RS
ERDREFER —RERET -

CHINA STAR ENTERTAINMENT LIMITED

substantial shareholder of the Company, and Mr. Heung
Wah Keung, a substantial shareholder and an executive
director of the Company entered into a top-up placing
agreement with a placing agent and a subscription
agreement with the Company respectively. Pursuant to
the top-up placing agreement, Porterstone Limited and
Mr. Heung Wah Keung placed an aggregate of
76,600,000 existing shares to independent investors at
a price of HK$0.50 per share, representing a discount
of 17.25% to the closing price of the Company’s shares
on 24th February, 2005. Pursuant to the subscription
agreement, Porterstone Limited and Mr. Heung Wah
Keung subscribed for an aggregate of 76,600,000 new
shares at a price of HK$0.50 per share. 76,600,000
new shares issued for the subscription on 7th March,
2005 with net proceeds of approximately HK$37.3
million were intended to be used for general working
capital of the Group and/or any future possible
acquisition which is yet to be identified. These new
shares were issued under the general mandate granted
to the directors at the special general meeting of the
Company held on 21st January, 2005.

FEHESERARAF



ANNUAL REPORT 2005 £ 3 93 |GG

W % i F W i Notes to the Financial Statements

HE_ZTZZTAF+_A=+—HIFE For the year ended 31st December, 2005

24. %t 24. RESERVES
W
REhE  RAEI 4R
5AEA EfRE  RE2RE £
28E% Investment ~ Emplojee ~ FHEE BAHHEE REEGER
BHEE  Negatve  HABH  EXBE  properties sharebased  Convertble  Capital  Investment  EifER HERERE
Share  goodwillon  Contributed  Exchange  revaluaton ~ payment  loannotes  reduction  revaluation Accumulated Nt Minority ]
premium - consolidation surplus eserve eserve reserve reserve reserve reserve losses ~ Sub-fotal interest Total
Tin Tin Tin Tin Tin Thn Thn Thn Thn Tin Tin Tin Tin
34 ] The Group HKS 000 HKS000 HK$000 HK$ 000 HK$000 HK$ 000 HKS'000 HKS'000 HK$ 000 HK§ 000 HKS 000 HKS 000 HKS 000
RSERE-F-B  Asal st January, 2004
i As previously reported 746,090 6,326 186,624 45 - - - 316,008 (164)  (496,979) 756,330 - 758,330
FaaTEsHRR Eifecton adoption of
78 new aocounting
policy
SEAERENES  -HKAST - - - - - - - - - - - 1665 1665
-BEEHEHENE  -HKASR - - - - - - 566 - - - 566 B 566
L) As restated 746,090 6,326 186,624 4 - - 566 316,008 (184)  (496,979) 756,89 1,665 760,561
EEEESE Net loss for the year - - - - - - - - - (303219)  (303,219) [201)  (303,420)
EERR Placemen of shares 3401 - - - - - - - - - 340 - 3401
RfEaRR Share issuing expenses (047) - - - - - - - - - (o47) - (947)
fiFERE Exercise of share opfions 411 - - - - - - - - - 41 - 41
TS 6 f66M I - - #3608 () G099 MBI B 9006
Eh-fBELAL Share of an associzle’s
NEERARE unealised gan on
i revaluafion of property - - = - - - - - 63 - 63 - 663
RENZERRS Surpls o revaluation
of investment properties - - - - 4909 - - - - - 4909 - 4909
EpiE Exchange adjusiment - - - 2% - - - - - - %5 - b3

FREARARAED  Net gains not recognised

LhHlFE in the consoldated
income statement - - - %85 4909 - - - 663 - 5807 - 5,807
i i A at 315t December,
+2Az1-8 2004
ET 2 Testated 118975 6,326 186,624 680 4909 - 566 316,008 479 (800,198) 494,369 1,464 495,83
M Atrbutable t:
KRR Company and
HELR subsidiaries 118975 6,326 186,624 660 4909 - 566 316,008 - (666,888) 627,200 1464 628,664
BED7 Associates - - - - - - - - 409 (133310)  (132,881) - (132831)

118975 6,32 186,624 680 4909 = 566 316,008 a9 (8001%8) 494369 1464 495,833
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- = .
24. s (&) 24. RESERVES (Continued)
R
RENE MBI Tk
5AEA EifdE  HE2EE L
2858 Investment ~ Employee ~ EEEE RAHEGE RAEHEE
BHEE  Negatve  HABH  EXBE  properties sharebased  Convertble  Capital Investment  EifER HERERE
Share  goodwillon  Contributed  Exchange  revaluaton ~ payment  loannotes  reduction revaluation Accumulated Nt Minority ]
premium  consolidation surplus reserve reserve reserve reserve reserve reserve losses ~ Subfotal inferest Total
T Tin Tin Tin Tin Thn Thn T Tin T Tin Tin Tin
HK$ 000 HKS 000 HKS 000 HKS 000 HKS000 HK$000 HK$000 HK$ 000 HK$ 000 HK$ 000 HKS 000 HKS 000 HKS 000
r3d] The Group
RoFERE-F-B  Asat fstJanvary, 2005
i 2 previously reported 778975 6,326 186,64 680 4909 316,008 {1 (800,198) 493,803 493,803
RaaR Eifect on adopting o
e new accountng pocy
-REEHEHZNE Mok - (4319) - 490 -
-ERNHEY - RS 2
EHER . . . . 7841 (784) - -
-FRiEd - RS 3
EAR% (6325 - - - - B3t - - -
-ERGHEIENE  -sw - - - - - s - 5 - 5
-BEGHENEIE  -Hot - - - - S 1
D) As restated 178,975 - 186,624 680 7841 566 316,008 419 (796,804) 494369 1464 495,833
ERERTE Net o fo the year - 5 5 5 (0%1)  (20%1) B2 (10m)
ERERENT Transfrred to interests
8 of associates - - - - (479) (479) - (479)
RERR Placement of shares 67601 = = = = = 67,601 = 67801
RiEARAR Share issuing expenses (1,759) - - - (1,759) - (1,759)
RAATEHRRZTE  Fflect on adopton o new
-ERiRELE acoountng poliies
5 - HKFRS 2 - - - - - 2,057 24,057 - 2,057
fiEERE Erercise of share options 8,703 = = = = = 8,703 = 4,703
53810 {85624 60 - % 3608 BT AR 42 S
TS Exchange adjustment - - - (29) - - - - - (299) 2 (212)
FRGARAKRED  Net loss)gains nt
L(ER)/5H5E recogrized in the
consolidated income
saemen . . ) . . ) 2 )
RZE31% s ot 31st Decertogr,
A=t-R 0 3810 - faeen » - 3 % 3608 B S 18 ST
M Atributabl to:
AAFR Company &nd
ENELA subsidiaries 853810 - 186,624 38 - 31,898 566 316,008 (674442) 14852 143 716,284
Bend Associates E - - - - - - - (143323)  (143.323) - (143)
3810 165624 ) - B 3108 LA T T N /1

CHINA STAR ENTERTAINMENT LIMITED

FEHESERARAF
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HE-_ZTZRAF+_A=+—HILFE For the year ended 31st December, 2005

e (B 24. RESERVES (Continued)
HRAEHET
TR HELRE
EREgRE Employee ~ RAHHEE .
RieE SAB#%  Convertible  Share-based Capital EHEE
Share Contributed loan notes payment reduction  Accumulated 1]
premium surplus reserve reserve reserve losses Total
T Tn Tikn TR T#L T TR
MO0 HKSO0 RSO0 WD RSO HKSOW HKSOOD
(it a) (Wi o) (GEL) (W3t 1) (3t o)
LN The Company (Note a) (Note c) (Notg ¢) (Note f) (Note d)
NZZEME-A-A As at st January, 2004 746,090 207,548 - - 316,008 (511902) 757,744
R EHARL Effect on adoption of new accounting
N ooy - HKAS 32 - - 556 - - - 555
EERERE Net loss for the year - - - - - (314 349) (314348)
HRORHZRERR Share -based payment expenses - - - 7841 - (7.841) -
RERH Placement of shares 33421 - - - - - 33421
RAEGER Share Issuing expenses (947) - - - - - (947)
IfERE Exercise of share options 411 - - - - = 411
NEERETZA=1-H As at 31st December, 2004
&:E?ﬁﬁ—ﬂ —f and 1st January, 2006 778975 207,548 566 7841 316,008 (834,091) 476,847
FEEERE Net loss for the year - - - - - (25,408) (25,408)
WRAZR ZRBRR Share-based payment expenses - - - 24,067 - - 24,067
EERNH Placement of shares 67,891 - - - - - 67,891
RNEGER Share issuing expenses (1,759) - - = = = (1,759)
fiEERE Exercise of share options 8703 = = = = = 8703
R-FERET-A=1-H As at 31st December, 2005 853,810 207,548 566 31,698 316,008 (859,499) 550,331
HiaF - Notes:
(a) BRE-NAWN—FBRERAEUETR) - K (a) Under the Companies Act 1981 of Bermuda (as
RAIZBRHDBEEAIRAEZRARAZKRET amended), the share premium of the Company can be
R ERBRAREITTADARRE - used in paying up unissued shares of the Company to
be issued to members of the company as fully paid
bonus shares.
(b) REBZHABRBRTERRAEBRR =T (b) The contributed surplus of the Group represents the
“ENAATBEERMEERAKZ BE - amount transferred from the capital account due to the
capital reduction effective on 10 September 2002.
(c) RRBZBARBRABARNRBIFTRENE R A (c) The contributed surplus of the Company represents

ZHBEREEFERARAR-AN=F
ETSREEAEMETZRAEELERA
HIRR —ZZ_FNA+HAERMEERA
ReBBZESR -

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 10 September 2002.
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24. ¥ (&)

Htat - (&)

(c)

(&)
BE-AN-—FBERERFE (BFA) 2
AZBABKREAEDIR - A - ARAR
[ETIMERTREAR KD E MR ERK
BEHEHDIK :

(i) AR B 3K 0 R B 1R B E R 2
MEEEZEE K

(ii) ARBEEZTZBEAERERSM DR
HBBEMBRETRARRMEERZ
B o

REBEARAB ZBAEBHEEHERER -
I\ # AX A 5 332,640,0000% 2 B /TR 2 E
EHRTREE.0H T RESRMEEO.05
BLHEEZS%E  RESREARAARD A
MAE120EMBBZ —BRER - RAEIR
HEITAEINARRABEREZLE A
B HREBE URABEEEEAHEE
R BRBRESKEMARBEFAERZA
53 °

BIBERB G EREI2%R - MBETZARK
EXEBDRRERRE D REEMMN RE
mEh TARBATEERIAESN (2
FEREDNERRSAARKREZ M SN X
EE)  MBEOMEFAEARBHIATE
EM&EZZAGN RSN - BEPHEE
TDECEEKATE - EEHNEERNA
BEERRERE EERBERBR(ERSK
BREERMEE) AXBEREBELD (ERSEE
BEZER) AL -

UMENNEIHMZEMN  HERNKHLA
MERERGHEF TR EAERBHERNRE L
BERBZATEE HAHDUKREER
FHBREZATEERAEREE - ERE
BREMc8E RESERBEREZATE
EEMEERBESHE (ME) VB E - X
ABRERXRBEBXHERAK  YHER
BRI N ETHMRIEZ #E -

24. RESERVES (Continued)

Notes: (Continued)

(c)

CHINA STAR ENTERTAINMENT LIMITED

(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 a resolution passed by
the directors 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.

Under HKAS 32, convertible loan notes issued are split
into their liability and equity components at initial
recognition by recognising the liability component at
its fair value which is determined using a market interest
rate for equivalent non-convertible notes and attributing
to the equity component the difference between the
proceeds from issue and the fair value of the liability
component. The liability component is subsequently
carried at amortised cost. The equity component is
recognised in the convertible loan notes reserve until
the notes are either converted (in which case it is
transferred to share premium) or the notes are
redeemed (in which case it is released directly to
accumulated losses).

Employee share-based compensation benefits
represent the fair value of employee services estimated
to be received in exchange for the grant of the relevant
options over the relevant vesting periods, the total of
which is based on the fair value of the options at grant
date. The amount for each period is determined by
spreading the fair value of the options over the relevant
vesting periods (if any) and is recognised as staff costs
and related expenses with a corresponding increase
in the employee share-based payment reserve.

FHESEARAF
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W % i F W i Notes to the Financial Statements

HE_ZTZZTAF+_A=+—HIFE For the year ended 31st December, 2005

#E (& 24. RESERVES (Continued)

KiaE - (%) Notes: (Continued)

(9) R-_ZEERFE+_A=+-—BER-_ZTTNE (9) The Company did not have any reserves available for
+=-—A=+—8B  ARRIETHAHESIK distribution to shareholders as at 31st December, 2005
FREZFEE - and 31st December, 2004.

H
58 25. BORROWINGS
rEH
THE GROUP
—EEREF —ETNEF
2005 2004
FTH&xT FHT
HK$’000 HK$’000
(& &E5)
(restated)
EHEARITER Secured bank loans 25,390 36,200
FHfEE 2B HA The maturity of the above
m borrowings is as follows:

—F R Within one year 12,197 19,793

—EWF Between one and two years 2,252 3,449

MZERF Between two and five years 7,538 9,788

HEE Over five years 3,403 3,170

25,390 36,200

B —F AN EE Y Less: Amount due within one
AREBBE year shown under
2 FIE current liabilities (12,197) (19,793)

—F 1% 28 2 F I8 Amount due after one year 13,193 16,407

EERRTERBERRER  2HERRIER
BER  REAEFNEFE - SHERDIU—IE
AREER-_ZTERFVREZ —BEEF 22
MRz E—ZERZEERR RBERRER
ERNAEEREREZREDE  EEEYD
742,190,000 T (ZZZ M4 : 38,650,000
BET)ERBHELHWREF 2 EZEREEE
5,000,000 7c (ZZEZ 4 : 5,361,000/ 7T)
BER -2 HERS T /\EAEE  BREX
BRERERER MERBEEFUERTFA

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
mortgage loan and the revolving loans are secured by
the Group’s investment properties, interest in leasehold
land and buildings in Hong Kong with carrying value of
approximately HK$42,190,000 (2004: HK$ 38,650,000),
and HK$5,000,000 (2004: HK$5,361,000) respectively.
The instalment loan is repayable by 18 monthly
instalment, the revolving loan is repayable on demand
and the mortgage loan is repayable in instalments over
a period of ten years.
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HE_ZTZRAF+_A=1+—HILFE For the year ended 31st December, 2005

25. EE (& 25. BORROWINGS (Continued)
AHRERZR ZFBEEHRMH 26 - Details of the convertible loan notes are set out in Note
26.
FTEBERBEAUBTIR NEEAZER All interest-bearing borrowings are denominated in Hong
FEMT Kong dollar. The effective interest rate at the balance

sheet date was as follows:

AEE
The Group
—BERF —ZTEF
2005 2004
TER FHET
HK$’000 HK$'000

BEIFRITER Secured bank loans 1.7%-6.5% 1.2%-6.5%
45 4 10 AT #2 A% Unsecured convertible loan notes
ERER, (K iF26) (Note 26) 4% 4%

ERBEEZRAFEEBELT The fair value of the non-current borrowings are as
follows:

REE NFEE
Carrying amount Fair values
—2ERE —ETMEF Z22HE —ETMEF
2005 2004 2005 2004
THET FHET THERT THET
HK$’000 HK$’000 HK$’000 HK$’000
(& &51) (r&&5)

(restated) (restated)

EEBRITER Secured bank loans 25,390 36,200 25,390 36,200
AL AT X B F Unsecured convertible

& (Kt 26) loan notes (Note 26) 19,434 19,434 19,434 19,434

44,824 55,634 44,824 55,634

AFEBEDABRERERAEERRERTE The fair values are based on cash flows discounted

EFEMKRM 7 EEFH - using a rate based on the current bank borrowing rate

per annum of the Group.

RHBEECEEERERATEEMES The carrying amounts of short-term borrowings
approximate to their fair values.

BB CHINA STAR ENTERTAINMENT LIMITED # Bl E £ B A R A =
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W % i F W i Notes to the Financial Statements

HE-ZTZ

BEAUTBRBEENR

ARBR-_ZBZBMF A THABTRENES

58 - 120,000,000 T2 A ARERE
B(I%EE]) -
ZERASYEHRREENE K ER=-Z

MERA=THEH- F_77@¢AH+E
B ARAHEEEFEATLAERRZL - Bt -
AARHERERBEARERZRRZIHBELERE
ZETLHEXNA=1H - ZENEEFR  EE
&% 175.83/ 8T (KAER) cRREBZBEERE
BEHBBARBRATBREEO0.058 T2 R
e AT ENFAATHNAZEE T £F
NAZTHAE4EEER  EB/FBEATL
BREBZHRTASER/ANRAIRG - WAl ERiE
FEEZEBZAEERCHERBEIHE -

8 EWH 2 ATEE (BERERER) HERR
SR HMREF TN ERTE « Rz E

26.

AF+-_A=+—HIL&FE For the year ended 31st December, 2005

UNSECURED CONVERTIBLE LOAN
NOTES

The Company issued 20,000,000 4% convertible loan
note (“the Note”) at a nominal value of HK$ 20 million
on 14th June, 2004.

The Note was repayable semi-annually in arrears. It
was originally matured on 30th June, 2004. On 14th
June, 2004, the Company and the noteholder entered
into a supplementary 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.

The fair value of the liability component, included in
long-term borrowings, was calculated using a market
interest rate for an equivalent non-convertible bond.

BEG - BRFERBRRERS (G TREER
TELEET) o The remaining balance represented the equity
conversion component, is included in shareholders’
equity named as convertible loan notes reserve.
rEE
The Group
—EEREF —EENE
2005 2004
THET FExT
HK$’000 HK$'000
€ =x7))
(restated)
R_ZZTWNFE/NA+MA Face value of the Note issued
BEERTERCEE on 14th June, 2004 20,000 20,000
W= H Equity component (566) (566)
R-_ZTZTWNFENAFTMA Liability component on initial recognition
NRERZ BEHH at 14th June, 2004 19,434 19,434
MEFREZ Interest expenses 800 800
B AT ALE Interest paid (800) (800)
19,434 19,434
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26.

27.

EEBUTRRERER (B)

S

NR-ZBERE+-_A=1+—0 EBZAEEE
2 ANFEEAE19,434,0008 7L - A FEBET
BRETERAEEEEFHNEYFAFTE -

IEE IR

A%E
MTFAREE®RRE, T ERTHARBREE
REMED :

UNSECURED CONVERTIBLE LOAN
NOTES (Continued)

The fair value of the liability component of the Notes as
at 31st December, 2005 amounted to HK$19,434,000.
The fair value is calculated using cash flows discounted
at a rate based on the borrowings rate per annum of
the Group.

DEFERRED TAXATION

The Group

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

MERBITE HEBHEEER
Accelerated Estimated
tax tax F
depreciation losses Total
FHET FHET FAT
HK$'000 HK$'000 HK$'000
RZZTZTNF As at 1 January,
—A—~H 2004 (1,791) 1,791 s
ARARTAS Credit/(charge) to
(F0ER) income statement 353 (353) =
RZZTETNF As at 31 December,
+=-A=+—H 2004 (1,438) 1,438 =
BRAXE A Credit/(charge) to
($0B%) income statement = = =
RZZTEZTRF As at 31 December,
+=-A=+—8” 2005 (1,438) 1,438 =

MN_ZBZREF+_-_A=1+—0 A&£EHEH
319,928,000/ L (ZZZ W4 : 467,066,000
BIL)Z ARG B BB KNS B BR
F o % BB 455,988,000 7T (Z T P4 ¢
81,737,000 70) 2 ELEHIBEEC KRR - B
RABEEF AR 2N  MUETERXRBHBD
263,940,000/ 7 (= ZZ P 4F : 458,849,000
BIL)BRECHBEE -

b N

HRRETRE B2 &R - ki &3 A5 R IE
BB %4 2397,0008 L (=TT MF
64,433,000 L) MR ELEHBEEE °

CHINA STAR ENTERTAINMENT LIMITED

As at 31st December, 2005, the Group had unused
estimated tax losses of approximately HK$319,928,000
(2004: HK$467,066,000) available for offset against
future profits. A deferred tax asset has been recognised
in respect of approximately HK$55,988,000 (2004:
HK$81,737,000) of such losses. No deferred tax asset
has been recognised in respect of the remaining
balance of approximately HK$263,940,000 (2004:
HK$458,849,000) 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$2,397,000
(2004: HK$64,433,000) due to the unpredictability of
future profit streams.

FHESEARAF
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28. EHEMERAX

BEHRNERZERBROTMT :

28. TRADE PAYABLES

The aged analysis of the trade payables is as follows:

rEE
The Group

—BERF —EENE

2005 2004

THERT TET

HK$’000 HK$'000

(r& &%)

(restated)

0£30H 0 to 30 days 2,680 1,875

31260H 31 to 60 days 836 4,391

612 90H 61 to 90 days 1,368 4,135

91£180H 91 to 180 days 3,123 3,480

HBi@m180H Over 180 days 10,885 11,406

18,892 25,287

29. 2¥iikE c BRFEEHER 29. DEPOSITS RECEIVED, ACCRUALS AND
H s f& 1 517 OTHER PAYABLES
rEE AT
The Group The Company

“EBERE —EEmE “EERF —EETME

2005 2004 2005 2004

TERT TET FTHET FET

HK$’000 HK$'000 HK$’000 HK$'000

(& E75) (& &75)

(restated) (restated)

BElize Deposits received 77,692 62,116 10,000 10,000

FEETIE B Accruals 2,188 3,105 1,027 1,442

H & 14 38 Other payables 812 2,635 78 103

80,692 67,856 11,105 11,545
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30. X8 30. TURNOVER
—EERF —ETNMF
2005 2004
FET FHET
HK$’000 HK$’000
(L=5)
(restated)
ETERA Distribution fee income 85,970 153,745
HESRTFTER Sales of video products 661 1,387
AR 7 Y A Service income 240 1,419
LUEB WA Production fee income 5,363 8,756
92,234 165,307
31. Hith iy &3 31. OTHER REVENUE
—EERE —ETETNF
2005 2004
FHET FHET
HK$’000 HK$’'000
(&&E5)
(restated)
RITH B U A Bank interest income 1,792 141
JE IR B R B R A Loan receivable interest income 741 592
FE UL AT AR R R A Convertible notes receivables income 520 754
wEMEZHSBA Rental income from investment properties 291 250
fE U B & N B EIE B U A Management fee income from associates 4,860 3,860
8,204 5,597
32. Hftlg A 32. OTHER INCOME
ST -=zos
2005 2004
FHET FHET
HK$’000 HK$’'000
(geEH)
(restated)
H i fE R FRIBRE Z Bl #  Reversal of impairment of other receivables 3,811 =
BE 5, U 2= Exchange gain 820 =
EXR#E Waiver of loan 1,194 1,194
HAh Others 94 105
5,919 1,299

I 02 CHINA STAR ENTERTAINMENT LIMITED  # @ £ % B /5 18 2



ANNUAL REPORT 2005 £ 3 103N

W % i F W i Notes to the Financial Statements
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33. AXE 33. EXPENSES BY NATURE
FIREERAN  THES  URTEHERERE Expenses included on cost of sales, administrative
THRIzZAZZMEAT expenses and marketing and distribution expenses are

analysed as follows:

—EERF —ZETF
2005 2004
THER F&T
HK$’000 HK$’000
(FE7)
(restated)
B RE(BEHE Amortisation of film rights
B H 84 (included in cost of sales) 57,646 118,987
1% S EM B & Auditors’ remuneration 838 1,093
FE (BEHEHS Cost of inventories
AR B AR (included in cost of sales) 664 642
M WBRBERE Depreciation of property, plant and equipment 9,491 13,923
A& 4 Amortisation of leasehold land 319 221
HEME - #as (Gain)/loss on disposal of property, plant
Rt (W) EiE and equipment (104) 2,301
HINEE &5 18 % 58 Net foreign exchange losses - 7
BRTHREFZ Operating lease rental in respect of land
KEHE and buildings 2,174 2,356
EERFFAZ Employee benefit expenses 39,740 18,999
4. EERBAFX 34. EMPLOYEE BENEFIT EXPENSES
—EERF —ZETWF
2005 2004
TER FHT
HK$’000 HK$'000
(re&E51)
(restated)
e Directors’ remuneration 4,464 4,464
EFxnwd Directors’ fee 360 190
e RIE4 Salaries and bonuses 10,360 13,695
AR A 2 B Share-based compensation expenses 24,057 =
EHlEATE S Mandatory provident fund 428 530
EERAMAX Staff welfare expenses 71 120
39,740 18,999
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34.

1’ 8 8 7l B X 34. EMPLOYEE BENEFIT EXPENSES
(#4&) (Continued)

(a) EEM<S (a) Directors’ emoluments
ARAEEZERANBA-ZZFRTEER The Company’s Board is currently composed of
SERMITESHEK - three non-executive Directors and three executive

Directors.
FAENARARAEEWN LT A The aggregate amount of emoluments payable
4,860,000 & (Z & T M & to the Directors of the Company during the year
4,690,000 7L) - SEFHE_TTH was HK$4,860,000 (2004: HK$4,690,000). The
F+ZA=+-—BR=ZZETME+-A remuneration of every director for the year ended
=t+t—BLEFEZH&ET - 31st December, 2005 and 31st December, 2004
is as below:—
HEERA 2
e FeRRA LN F i 3
Employee
Salaries Mandatory share-hased
FE3:54 Name of director Fee And bonuses provident fund payment Total
T T T TR T
HK$'000 HK$'000 HK$'000 HK$'000 HK$ 000
CERE MRl CRTRE MMM TSR WAy "SRR MY 2R5F
2005 2004 2005 2004 2005 2004

mER%E Mr. Heung Wah Keung - - 2,160 2,160 12 12 - - 2,172 2,172

REZLL Ms. Chen Ming Ying, Tiffany - - 1800 1800 12 12 - R PR K/

FIERT Ms. Li Yuk Sheung - - 504 504 12 12 - - 516 516

REERE Mr. Hung Cho Sing 120 80 - - - - - - 120 80

(]:5gi:a M. Ho Wai Chi, Paul 120 80 - - - - - - 120 8

BERiE Mr. Fung Ho Sum 120 30 - - - - - - 120 3

B0 e e %% - <A 4

CHINA STAR ENTERTAINMENT LIMITED H Bl E & B & R 2 A
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34. EERFIFXZ 34. EMPLOYEE BENEFIT EXPENSES
(#) (Continued)

(b)y ETEBREFMAL (b)  Five highest paid individuals
AEBFEANAERER T2 ALRE The five individuals whose emoluments were the
ME(ZETWE ME)EE - HFM highest in the Group for the year include two
3,984,000 c (2T M F : (2004: two) Directors whose emoluments are
4,500,000 7T) W B R £ 3T FE(a) 3 reflected in note (a) above and amounted to
ReRAFERNESKAL(ZZEN HK$3,984,000 (2004: HK$4,500,000). The
FIZBZAD)ZHE&WT - emoluments payable to the remaining individuals

(2004 three) during the year were as follow:—

—EEIRF —ZTTNEF

2005 2004

FHET FHT

HK$’000 HK$’000

e hH A ERL Salaries and other allowances 948 2,232

R R8I 5 &1 4 3% Retirement benefits scheme contributions 24 36

AR T 2 RIER X Share-based payment expenses 4,635 =

5,607 2,268

H#p =R (ZZEMF: =2)5niMEES The aggregated emoluments of each of these remaining

i 2 B & @ ERMFE AN REZE1,000,000 three (2004: three) highest paid individuals fell within

BILAE o the band from Nil to HK$1,000,000 for both years.
E=EMeEENT : The emoluments of the directors fell within the following
bands:
EEAH
Number of directors

—ZTTMEF

2004

FHT

HK$'000

= % 1,000,000 7T Nil to HK$1,000,000 4 4
1,500,001/8 L& HK$1,500,001 to HK$2,000,000

2,000,000/ 7T 1 1
2,000,001 TR HK$2,000,001 to HK$2,500,000

2,500,000/ JT 1 1

6 6

TR AEEBERNESINMESEEMAR During the year, no emoluments were paid by the Group

SEAMBAR BB REBL2HE - TE to the directors as an inducement to join or upon joining

EERNFARREMME the Group or as compensation for loss of office. None

of the directors has waived any emoluments during the
year.
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35. AE M & 35. FINANCE COSTS
—EERF —ZETF
2005 2004
TET FH T
HK$’000 HK$’000
("E5)
(restated)
BARAFRNEHEEZ Interest on convertible loan notes wholly
AMBRERERFNE repayable within five years 800 800
ARAFREHEEZ Interest on bank borrowings wholly
RITEEF B repayable within five years 524 182
TERAFERNEHEE 2 Interest on bank borrowings not wholly
RITEBEEF R repayable within five years 605 497
1,929 1,479
36. #Hi1H 36. TAXATION
—EERE —ETETMF
2005 2004
TER FHT
HK$’000 HK$'000
(Fe&E351)
(restated)
MIEBZHOT - The taxation charge is as follows:
Hi Rl AR 2 FIE Taxation in other jurisdictions:
KEZEE Provision for the year 124 239
BEFEREDE Underprovision for prior years - 29
RNAEREWEB R A Taxation attributable to the Company
FERTEIA and its subsidiaries 124 268
HRARARENBARYERREERSAZ No provision for Hong Kong Profits Tax has been made
JE AR 0 s A ok % % JE AR BOm Al B 2 BEt AEGRI for both years either as the Company and its
HEREEE  RIEREMFEFEZEENG subsidiaries have no assessable profits arising in Hong
BEH B - Kong or as assessable profits were wholly absorbed by
estimated tax losses brought forward.
HMelZER o HBRAMAREEE 2BITH Taxation arising in other jurisdictions is calculated at
KT E o the rate prevailing in the relevant jurisdictions.

I 1 06 CHINA STAR ENTERTAINMENT LIMITED @ £ % Bl /5 18 2 =
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HE_ZTZZTAF+_A=+—HIFE For the year ended 31st December, 2005

36. HilE (& 36. TAXATION (Continued)
FA - AJHRBERARARTABEEE 2R The taxation for the year can be reconciled to the loss
BT : before taxation per the consolidated income statement
as follows:
—ZZRF —ZTME
2005 2004
FEx FAT
HK$’000 HK$’000 %
(restated)
€ 5=
B 750 B 85 48 Loss before taxation 20,889 303,152
AR TS K  Taxation at domestic income
17.5%5t 8 218 tax rate of 17.5% 3,656 17.5 53,052 17.5
BAEFEEEMETRE  Underprovision for prior years - - (29) (0.1)
AT H 2 Tax effect of expenses not
MG & deductible for tax purpose (1,649) (7.9) (40,362) (13.3)
TERBTBAZ Tax effect of income not
M taxable for tax purpose 705 3.4 509 0.2
FERZIEFTFIE  Tax effect of estimated tax
EEBETE loss not recognised (3,260) (15.6) (15,151) (5.0)
BERER Tax effect of utilisation of
A& A b 5T R 38 estimated tax losses
518 2 Bl 7 5 & previously not recognised 424 2.0 1,713 0.6
FARIBZH Taxation charge for the year (124) (0.6) (268) (0.1)
37. Bl EGE 37. LOSS PER SHARE
BREARBEIEBDEATEEE : The calculation of the basic and diluted loss per share
is based on the following data:
—EEALF —ETF
2005 2004
TER FHT
HK$’000 HK$’000
ZN/NEIE S ES TSN Loss attributable to equity holders
FEf5 518 of the Company 20,961 303,219
i 4= Number of shares
AEERETARER Weighted average number of ordinary shares
MEEEE 2 for the purpose of basic and diluted
HnHE 15 Ak 21 loss per share 501,724,214 306,504,409
HAEEREEEEYERSKRENTERARA The computation of diluted loss per share did not
MARTEBERERITRRERRE  BZE1T assume the exercise of the Company’s outstanding
FeFgREBETR- share options and convertible loan notes existed during
the year since their exercise would reduce loss per
share.
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38. HEHKE QA 38. DISPOSAL OF SUBSIDIARIES
REERHZ2EMBAREEFAENT ¢ The net assets of the wholly owned subsidiaries at the

date of disposal were as follows:

g S —EENE
2005 2004
FHET FET
HK$’000 HK$’000
(g&E7)

(restated)

M - S REE Property, plant and equipment - 3

Z 5 I U Bk 3K Trade receivables - 788

Re - BNREK Deposits, prepayments and other receivables

H b FE 5 BR 3K - 18,656

BRBHUAAFEE Financial assets at fair value

PR 2 2@l & E through profit or loss - 13,476
B 5 e R X Trade payables - (34)
BiEs EFHIEE R Deposits received, accruals

H & - BR 3K and other payables - (8,526)

it E&EF58 Net assets disposed of - 24,363

o i A Gain on disposal - 7,524

BRAE Total consideration - 31,887

XA Satisfied by:

Be (M) Cash (Note i) - 21,000
0N —E & QA Interest in an associate (Note ii)

Z s (B atii) - 10,887

- 31,887

b et - Notes:

(i) FA TEKEILERBERAR -R=ZZET (i) During the year, there is no acquisition or disposal of
MERN AEBE-ZFE=ZATLEED subsidiaries. During the year 2004, the Group entered
B FAEERELERZE=ZFRAE into a sale and purchase agreement with a third party
BEAEE2EKNB A A Health Basic pursuant to which the Group agreed to dispose of and
Limitedz 28 2B ZE#TRA BREAR the third party agreed to purchase the entire issued
21,000,000/ 7T ° Health Basic LimitedZ £ share capital of Health Basic Limited, a wholly-owned
EEERRBBLTROZEE - 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.

I 1 05 CHINA STAR ENTERTAINMENT LIMITED @ £ % Bl /5 18 2 =
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38.

39.

£ B 2
(&)
(i) RZZZEWNF=A+HB  AEEHATALFTZ

BEEW#E Bl AEERELERTALAE
BEARQNRZZEWNWEB R Imperial
International Limited ([Imperiall) Z 2 &2
BT o Imperial ZEBEEEARTHE R
2EBEHEMRAAKAnglo Market
International Limited,Z 100% MR ## 2% - B
B mperialZ 2 EBRTRAZREEE B
TALRAS B R RETTALZBRATRFRE
B1E T 2 F ik 8,080/ (5l fE& B B ) X
e Bt > AEEFHTALAG H£49% K A 1
%o

1

hu

il

R-ZZEZTOERN CHEZHBARNEAKE
ZEBLRBReRBYEBEMERNAEH -

HEKIE
K-TTRET-A=+—8  AEERER
THBMRESZAENETTHELERG 2
Ak RERSAENT -

38. DISPOSAL OF SUBSIDIARIES

(Continued)

(ii) 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 issued 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 2004 did
not make any significant contribution to the results and
cash flows of the Group.

39. LEASE COMMITMENTS
As at 31st December, 2005, the Group had commitments
for future minimum lease payments under non-
cancellable operating leases in respect of rented
premises which fall due as follows:

g S —EENE

2005 2004

THERT FH T

HK$’000 HK$’000

€=%71))

(restated)

—F RN Within one year 1,059 1,867
E_ZELFA In the second to fifth year inclusive

(BHEEREMF) - 1,253

1,059 3,120

MEROREESEERAENERNL 2
$ - BOTERTHMERDES  MTHMW
FrREEETE -

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.
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40. B k& 7 5t &

(a)

AEBEREBRHERESFERI 2R
AIRRPIRERBEBREERLEH T
REEFE([BERFE]) IR=F
ZEFE+ _A-BRLEEBEHERENKS
FE([ERtE]))  "EEMELTEREER
HRSMBEREETE - AREDEER
ExrERAAE  NAEREEEAREA
BUMAZ5%HEK - BEFARALRAEZE
220,000/ 7T - HRREEREKLA
=M - EERBREZBZEEEZA
BER (e EFERCEE) AR
BRREBRTKAEGFEASE - BIH
BRRBERERZERT OB EBEAE
B BEEHAEACEERALAGECEE
NHABE YH-—HABYERESH
5o

XENTEMBRARZEEDRE T BER
FHERPRRERSFTEZKE - It
EHBARARIEZETAS LAF
REKRSFEHEK  FRBEEENE
T AKEEPREARSFEZE—F
ERRBEPREARSFEELHAE 2 H#

h
TA °

FR - RREF T EMEFUR B R U 57 19,000
BT(ZZBZTME : 42,0008 7T) B2 38R
428,000 L (ZZ T M4 : 522,000 L) °

40.

CHINA STAR ENTERTAINMENT LIMITED

RETIREMENT BENEFITS SCHEMES

(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
(“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

pension scheme

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
become fully vested, the relevant portion of the
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.

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$19,000
(2004: HK$42,000) amounted to HK$428,000 (2004:
HK$522,000).

FHESEARAF




ANNUAL REPORT 2005 £ 3 111N

W % i F W i Notes to the Financial Statements

HE-_ZTZRAF+_A=+—HILFE For the year ended 31st December, 2005

L%lﬂﬂémn EURMHZR

ARBERER

“EE_FRA-T+LEREBAZ

BRREFRELEBRAZ —HBRRR RIETAH
REAIR—NMARNETA-+T=ZBRAZBERE
el ([EERERE]) - YHRMAT —BHBR
REEE ([ ERETEL) -

EREkRESR
EBBREFEACEIZRABANT

(i)

(iif)

(vi)

(vii)

juil\y
At
‘)'51
=
»
D

S2EEARAKETAKE AT
ZEBERES -

BHvEREMSR KRN ER
FETHBBARA TR 2B
TR A 10% °

BER2EENERCBREMY
Rz By ER - i EARBAE B
PEmE BT RAT BT RN A
oA BATKERG ER 2
25% °

BREARAEASREE BLBER
2L MITRE -

BRECTERTSBEAEMRA
HEE T o

AR ARRK L B #HRLET30H A
BERBRE(NER)  XRAR
B X1 T A AR B 5ROR e

41.

EQUITY SETTLED SHARE-BASED
TRANSACTION

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.

(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.
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@ﬂ o
(ii) S HEEDE
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AEEBRREKHBARQ
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THFERTEF XK
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FHITES) 2HX
FBEBEXIRMER

g

CERFE+-_A=+—HIFE For the year ended 31st December, 2005

41. EQUITY SETTLED SHARE-BASED
TRANSACTION (Continued)

(a)

(b)

CHINA STAR ENTERTAINMENT LIMITED

The Old Option Scheme (Continued)
(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.

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;

FHESEARAF
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41, UIRHEEEURE M X ZX 41. EQUITY SETTLED SHARE-BASED

5 (&) TRANSACTION (Continued)
(b) HEBRETE (&) (b) The New Option Scheme (Continued)
(i 2RELE: (&) (i) The participants include: (Continued)
(b) EFEEZEBEIW (b) any individual for the time being

REAREARAAE
ERRIMARAE
ERREHZEMA
B {E B 2 {E fa] B 5 38
K2 AL

i B HE a5 (B B8 E (A K
BRAAHADAEE
BRIBARAER
BREHZEMAF
FrEsfTEM&E 5 2
AL

FAEREREREMK
BERARAHAREEE
BRRIBRARAEE
IR A% | 2 A o] 2 A
ZEBHEERE
EE - KEEKA
x®

RS EESEREM
KB RBHARAE
EERRIMARAE
EERREHZEMA
A 12 {1t AR 75 2 4F (7] 8
RABR KRR - &
AA - ERH 28
HEB - URE[HFR
AR RMTXER
IS NI
DA BERA - E
SAE - BIRAAR
EXRBAA

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;

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;

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;
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BEFERETETRL 2 BR
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B ER S (LB ) im Al 4%
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41.

EQUITY SETTLED SHARE-BASED
TRANSACTION (Continued)

(b)

CHINA STAR ENTERTAINMENT LIMITED

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

(f)  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;

(g) 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.

(iii)  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

FHESEARAF
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(iv)

(vi)

(vii)

(viii)

(ix)

AABIRAFRTZEAHBEELT
MR #0.01% ©

BRIEESKRELE  TREES
HERTZEARER 2 ERE
(BEETE EFERHEARTT
fE 7 BARAE) T AT ATE T
REBETZRMHBE  TEHBA
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41.

EQUITY SETTLED SHARE-BASED
TRANSACTION (Continued)
(b) The New Option Scheme (Continued)

(vi)

(vii)

(viii)

(ix)

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 54,160, which
represented approximately 0.01% of the
issued share capital of the Company at
the date of this annual report.

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 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;

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

° 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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41. U EEEURMZ T ZX 41. EQUITY SETTLED SHARE-BASED
——d
5 (48 TRANSACTION (Continued)
TEREBARANETERT ZEF - A5EEES The following table discloses details of the Company’s
REMBEEMBARABREZFERZSE share options held by the Company’s substantial
i m &9 shareholders, directors, the Group’s employees and
other participants and movements in such holdings:
BREHE
Number of share options
R-330%
tZR=1-H
R-3%1%
-f-8
H-$5mE WA H-§%1%
-f-B R-EERE W-EERE HC-EEME Ouistanding HoSEEE R-EERE NCEEREToACT-R
SROGE  HAME R fif b3 asat & fife A HAAR
SREEN b k11 RERH i8R Exercise Outstanding  Granted  Exercised  Lapsed 31122004  Granted  Exercised  Lapsed Outstanding
Category of Name of Date of Exercisable price as at during during during and during during during asat
Participants scheme grant period  pershare  01.01.2004 2004 2004 2004 01.01.2008 2005 2005 2005 31.12.2008
A (&) (i) (Wati) (W)
HKS$ (Note ) (Note ii) (Note i) (Note iv)
Nk ERRERE 20111996 21.11.1996 - 20.11.2006 60510 674269 - - - A9 - - - 269
REREs 0ld Option Scheme 28032000 28.03.2000- 27.03.2010 16783 92212 - - - s - - - min
Substantial 0206.2000  02.06.2000 - 01.06 2010 813 417506 - - - 7506 - - - 41506
shareholders fEREE 16072002 16.07.2002 - 15.07.2012 1716 221448 5 - - 26 - - - 26
and directors New Option Scheme 17072003 17.07.2003 - 16.07.2013 0564 457,000 - - YK - - - 40
of the Company"
2,692,344 - - - 26923 - - - 2693
rhEEE” fEREE 16072000 16.07.2002- 15.07.2012 176 110957 - - - 1109557 - - - 1109557
Director New Option Scheme 17072008 17.07.2008 - 16.07.2013 0564 2285000 - - - 2285000 - - - 228500
of the Company™
3,394557 - - - 33557 - - KT
18R BRfpEd 05011999 05.01.1999 - 04.01.2009 5011 “ - - - 4 - - - 4
Employees 0ld Option Scheme 28032000 28.03.2000- 27.03.2010 16783 2653 - - (3T 25053 - - (o) 24009
of the Group 02062000 02.06.2000 - 01.06.2010 8134 417508 - - - H7Em - - - T
nEREE 16072002 16.07.2002- 15.07.2012 1716 3328671 - - - 336 - - (1100557)  2219,114
New Option Scheme 17072008 17.07.2003 - 16.07.2013 0564 10254939 - - - 10254939 - (7.969.9%9) - 228500
13122004 1312.2004 - 1212.2014 0520 - 15800000 - - 15800000 - (9,800000) - 6000000
04022005 0402.2005 - 03.02.2015 053% - - - - - 28110000 - - 28110000
0122005 30.12.2005 - 29.12.2015 0242 - - - - - 18,005,000 - - 18,005,000
14,286,499 15,800,000 - (34798) 3005170t 46115000 (17.760.939)  (1,119.997) 57,276,765
LLEE S HERERE 16.07.2002  16.07.2002 - 15.07.2012 1716 4438228 - - - 443808 - - - 443828
Other participants ~ New Option Scheme ~ 17.07.2003  17.07.2003 - 16.07.2013 0564 7,855,000 - (800,000) - 7085000 - - - 7,085,000
13.12.2004  13.12.2004 - 12.12.2014 052 - 11820000 - - 11,820,000 - - - 11820000
04.02.2005  04.02.2005 - 03.02.2015 0538 - - - - - 10205000 - - 10,205,000
30.12.2005 30.12.2005 - 29.12.2015 0242 - - - - - 33995000 - - 33,095,000
12293228 11820000 (800,000) - 23313228 44200000 - - 67513228
32,666,628 27620000 (800000)  (34798) 59451830 90,315,000 (17,769939) (1,119.997) 130,876,894
* REARRAZEEZERRRESTAERELER b Represented the share options held by Mr. Heung Wah
PREAZE & T Fr i 2 BE R #E - Keung and Ms. Chen Ming Yin, Tiffany, the substantial
shareholders and directors of the Company.
*x REARPESTEBLIAMFT 2 HERME - * Represented the share options held by Ms. Li Yuk

Sheung, a director of the Company.

- CHINA STAR ENTERTAINMENT LIMITED # Bl E £ B A R A =
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0.248& T °

(iv)  ARARG B 5 RER THERTE
HERIz KW ED %ﬁﬂk1ﬂm%n(ﬂ
800,000/ Ik 3 if1 5 ) & & A% 0.7204 7T (&t
16,969,939 M=) °

(v) W EB RN FANEH -

UAABBREZRAZE RZTTAF+=
A=+ —BEHTERMARITHEZ130,876,8941%
BIRE BEBRARARRAGTHAIBRSERE
#7130,084,000/% 0 ¥ 17 130,876,894 f% B/ I
B -

FRWEBRANENERBRERSG 28
B28B T (ZZTWE  158T) °

LK (B

BURB X 2 RBEMX
REMBE B EERERE2R 218 - UIRHO T
AXMzRE IR -_FE_F+—-HAtHZ
EKREERERBEARTHREZAFEE "
BRARAX REBHANERZREETD
DEMBXBREZAFEEETE -

41.

EQUITY SETTLED SHARE-BASED
TRANSACTION (Continued)

Notes:

(i) 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.

(i) The closing price of the Company’s shares immediately
before the date on which the share options were
exercised in 2004 was HK$0.700 per share.

(iii) The closing prices of the Company’s shares
immediately before the dates of grant of share options
in 2005 were HK$0.500 per share and HK$0.248 per
share.

(iv) The closing prices of the Company’s shares
immediately before the dates on which the share
options were exercised in 2005 were HK$1.110 per
share in respect of 800,000 shares and HK$0.720 per
share in respect of 16,969,939 shares.

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

The exercised in full of the outstanding 130,876,894
share options as at 31st December, 2005 would, under
the present capital structure of the Company, result in
the issue of 130,876,894 additional ordinary shares for
a total cash consideration,
approximately HK$130,084,000.

before expenses, of

Total consideration received during the year from the
grantees for taking up the share options granted
amounted to HK$28 (2004: HK$15).

Share-based payment expenses

Following to the adoption of HKFRS 2, Share-based
Payment, the fair value of the employee services
received in exchange for the grant of the share options
after 7th November, 2002 is recognised as an expense.
The total amount to be expensed over the vesting period
is determined by reference to the fair value of the share
options granted.
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BREEE RN XM ZR 41. EQUITY SETTLED SHARE-BASED

% (&) TRANSACTION (Continued)
LXEQ@&HZ%EH (%) Share-based payment compensation (Continued)
(i) RERNEBZETERRGEHEOT @ & (i) The terms and conditions of the grants that
bt MEBRELNERERINRG 2 existed during the years are as follows, whereby
FREH all options are settled by physical delivery of

ITH¥A
Number of Instruments

shares:

TEMR

Exercisable period

RTIERRREZCERE

Options granted to substantial
shareholders and directors
-R-ZEZE=Ft+tA++tH 457,000
—on 17th July, 2003

RTEFzHBRE
Options granted to directors
—-RZZEZE=F+tHA++tH 2,285,000
- on 17th July, 2003

BRYAGEER ZBERE
Options granted to employees of the Group
-RZZE=F+A+tH 11,254,939
- on 17th July, 2003
—-RZZEEMEF+ =R +=H 15,800,000
- on 13th December, 2004
-RZZEZERFE-AMA 28,110,000
- on 4th February, 2005
-RZZEERE+-_A=TH 18,005,000
- on 30th December, 2005

RTHMBEE BRE
Options granted to other participants
-RZZET=F+A+LtH

- on 17th July, 2003 8,855,000

-RZZETWE+-_A+=H

- on 13th December, 2004 11,820,000
-RZZETRF-AMA

- on 4th February, 2005 10,205,000
-RZZZRE+-A=TH

- on 30th December, 2005 33,995,000

140,786,939

- BE CHINA STAR ENTERTAINMENT LIMITED

—EE=Ft+tA+t+tHE-_ZE—Z=Z%tA+H
17th July, 2003 - 16th July, 2013

“EE=FLATLRE_ZE =5+ A+ARH
17th July, 2003 - 16th July, 2013

—EE=F+A++HE-_E—=F+A+~H
17th July, 2003 - 16th July, 2013
—ZENFE+_RT=BEZE-WMEF+=-A+=H
13th December, 2004 - 12th December, 2014
—ETRE-_ANBE-ZE-AF=-RA=H

4th February, 2005 - 3rd February, 2015
—ZZRF+-R=tTHEZZ—RF+=-A=+AH
30th December, 2005 - 29th December, 2015

—EE=F+tA+LtHE_E—Z=ZFLAF+H

17th July, 2003 - 16th July, 2013
—EZENFE+AT=BET-WEFTATZH
13th December, 2004 - 12th December, 2014
ZEERE_ANAE-ZZE-AF-A=H

4th February, 2005 - 3rd February, 2015
—ZERF+-R=+THEZ-RF+-A=t+NAH
30th December, 2005 - 29th December, 2015

FEHESERARAF
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4. URBEEUBREAEIHZE 4.
5 (%)
DRGNS 2HEM (&)

EQUITY SETTLED SHARE-BASED
TRANSACTION (Continued)

Share-based payment compensation (Continued)

(i) BREZGAATFEEER IR —F® (ii) The estimated fair value of the options is
HEXHE ZEAMKRAZEEN measured based on Black-Scholes Model. The
= variables input into the model are as follows:—

—ZTNE
2004
(I &)
(Restated)
REr= A 82 hnE Weighted average share price at
FHRE measurement date HK$0.357% 7T -
MmEFEHITEE Weighted average exercise price HK$0.377& T -
BEIR IR (AIRA N R — Expected volatility (expressed as
FRTEXFEZ weighted average volatility
IR 190K 18 51 7R) used in the modeling of Black-Scholes Model) 65.82% =
BEREFH (LR 5% —  Option life (expressed as weighted average
FRTEXFEZ life used in the modeling of
R E EI5R) Black-Scholes Model) 10 Fyears

AR S Expected dividends -

2 [ B ) X Risk-free interest rate 4.0%

RET 2 B 82 i 15 Weighted average fair value at

NYEE measurement date HK$0.273% 7T

TRHB R T DA MR 1R 0E (IR B AR 2 19 I #E R
HREHFE) REE - RHAKRSAABERES
AR -FRAZIBRIAZIEDAEH A FE
BEZRFAELEEATE -

BREDREBERS GREMEL o RSB GELE
AARBBMZBRERR L BB Z AT EES
E-MEHZBREETSGELERE -

The expected volatility is based on historical volatility
(calculated based on the weighted average remaining
life of the share options). Expected dividends are based
on historical dividends. Changes in the subjective input
assumptions could materially affect the fair value
estimate.

Share options were granted under a service condition.
The condition has not been taken into account in the
grant date fair value measurement of the services
received. There were no market conditions associated
with the share options granted.
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42. T EEBREXSH 42.

AERBRFRNETTHNERHRASKS ¢

MAJOR NON-CASH TRANSACTIONS

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

I 120

12,000,000 T2 AR & E B EHRE
EERERAEEREESRY TR

BERBERPIALZE  BENRERE
EKEREREAN - FR  AEECSE

BZES RS 22 HA45,345 0008 7T
BEREER  YENMAEEZER -

FAN - RASER-_STEFHRE—H
TEEBARETFEBBERTARER
BIR% 7 NE] Z30%EBITRA - BH
BRRRABERNASEBE A AEEEZS
12,000,000 ¢ - AEBEF RS LU E
5,000,000 T MASEERZEHEB
U ER #:%87,000,000/8 7T ' ZBBERE
ERBEXRPIHARS  BNFEREMD
BREFEEAN - ZX S ZFBHRK
13 e

cash transactions:

(a)

CHINA STAR ENTERTAINMENT LIMITED

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$5,345,000 and no balance
outstanding as at the balance date.

remained

During the year, in respect of the acquisition of
30% of the issued share capital of a company
which principal activity was the provision of
mobile entertainment on demand platform in
PRC, by the Group in 2004,
shareholder agreed to repay the refundable
deposit of HK$12,000,000 to the Group. A total
amount of HK$5,000,000 was received by the
Group during the year. The remaining amount of
HK$7,000,000, which was received by the Group
is included in

the vendor’s

after the balance sheet date,
deposits, prepayments and other debtors
account in the balance sheet. Details of this

transaction are set out in note 13.

FEHESERARAF
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43. HEALTR Z 43.

RELATED PARTY TRANSACTION
AEBERSEXREETLNTR (a)

During the year, the Group entered into the
following transactions with Riche Group:

(a) FR
5 .
XSG

MERX — EFHME
- THREREFLR

Nature of transactions

Interest expense - Loan interest

- Interest on convertible notes

EHER Term loan
ENEHSEER Post-production fee paid
BElkFRKA Film exhibition income received
WERELHRET Acquisition of leasehold land and buildings
ENHeRE Salary expense paid

B &t

(i)

(i)

(iii)

RZZETRFNA+IAE  AEEFH
172.33,800,0005% T 7] #2 f% Z= & 5
Hi o REEWEATERFARRKE
EA$%33,800,0008 TAERSE
BRA MEXZEBCHEE
33,800,000/ 7T - AA * AAEIRE
MEXZEBEL —FHEX
33,800,000 7T - ZEERAERE
B REBIESE  AEAR=ZZ
ANENATNLAEE -ZF2HME
15(b) °

EREETMEZBRERE °

RZZTZRFEFEN AEERMEXR
SERBERETHEET  BRE
9,000,000 T - WHEEE 2 RKER
—ETRAELtALtBUREEE -

Notes:

(if)

(iif)

“EEEHF —TTNF
2005 2004
FERT FAxT
Bt & HK$’000 HK$'000
(g=7)
(restated)

Note
(i) 238 =
(i) 100 338
(i) 33,800 =
(ii) & (iv) 736 1,781
(i) 7,947 13,470
(iif) 9,000 =
1,032 1,032

On 19 April 2005, the convertible notes of
HK$33,800,000 issued by the Group were
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 Riche Multi-Media repaid
HK$33,800,000 to the Group. 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 19 April 2006.
Please also refer to note 15(b).

The amounts were determined at prices agreed
between the parties.

During the year 2005, the Group acquired
leasehold land and buildings from the Riche
Group at a total consideration of HK$9,000,000.
The consideration for the acquisition was settled
in cash on 7 July 2005.
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43. BEANTXR 5 (2 43. RELATED PARTY TRANSACTION
(Continued)
(iv) AEBR-_TET_F_RAAHBREXREEHT (iv) On 5 February 2002, the Group and the Riche
U EEEGE Bt AEEBR T Group entered into a territory supply agreement
FHANARA=ZFRARNEXEERLEL whereby the Group, during the term of three
BEE UBESHEYETREREEZE years from 8th April, 2002, granted in favour of
REMTE(TRERMEREBAETE) R the Riche Group a first right of refusal to acquire
EREEEERME - the exclusive distribution rights of refusal to

acquire the exclusive distribution rights
excluding the theatrical and internet rights in
respect of each film in the PRC and Mongolia
and an option to acquire the theatrical rights.

(b) AEBENETALEEETTHZS (b) During the year, the Group entered into the
following transactions with TAL Group:

—EZRF —ZTTNEF
2005 2004
Bt aE FHET FAT
REME Nature of transactions Notes HK$°000 HK$'000
RETALEE 2 Management fee income (i) & (ii) 4,860 3,860
EREE-TON from the TAL Group
B RESA Services charges paid and (i) & (ii) 2,880 11,540
TALE B 2 G & payable to the TAL Group
BX A RESA Artists promotion charges (i) & (ii) 4,382 10,349
TALEE 2 & A paid and payable to
EEE the TAL Group
Bzt Notes:
(i) CHRENTHEZBRETE ° (i) The amounts were determined at prices agreed

between the parties.

(ii) FREARLZ T MATALZESE - (i) Ms. Chen Ming Yin, Tiffany is also a director of
TAL.

I 22 CHINA STAR ENTERTAINMENT LIMITED # Bl E £ B A R A =
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43. BEANTX 5 (&

(c) FAR ARAMEFRHEBEALELT
137,365,000k EimAk (Z 2= W -
60,765,000/ ) - ZRBEZ FBH R M
#£23(a) K& (c) °

(d) FR - MERTEMBRHAELZ LR
RITRHEEAER  UEREAEEES
ZHEITER - AEERARELNER
(ZZTWE : &) -

(e) EWEREMEEALREZFBIHNK
E21 0

(f) TEEEAE
WK F2AFTEE T EEREAEHS
(BREINFARAAEERETERHE
BZFBE)WAT : —

43.

RELATED PARTY TRANSACTION
(Continued)

(c)

During the vyear, the Company issued
137,365,000 (2004: 60,765,000) ordinary shares
to the directors and their associates. Details of
these subscriptions are set out in note 23(a) and

(c).

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 (2004: Nil).

Details of the amounts due from and to related
parties are set out in note 21.

Key management personnel

Compensation for key management personnel,
including amount paid to the Company’s directors
and certain of the highest paid employee, as
disclosed in note 24, is as follows:—

—EERE —ETEMF

2005 2004

TER FHT

HK$’000 HK$’000

(g &E51)

(restated)

e REMEHHER Salaries and other short-term benefits 1,104 2,040
RINE 5T 85K Pension scheme contributions 24 36
VARR 9 32 450 2 308 Share-based payment 3,981 =
5,109 2,076
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44,

TEMBARAFEE 44. PARTICULARS OF PRINCIPAL
SUBSIDIARIES
TREINEERATEFEASHEESEE The following table lists the subsidiaries of the Company
ZARBIMBAR - EERA - 2V H KB which, in the opinion of the directors, principally affected
RAIZEHNEHREARITK 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.
R
BRfRE/
ZHER ERTR
HELA BRRE/
Proportion AMER
£ 2L /R of nominal Issued and
b8 8%/ 4% iR value of issued fully paid
Form of Country/place of Bhl capital/registered share capital/
HEARER business incorporation/ Class of capital held registered EXE 3
Name of subsidiary structure formation shares held by the Company capital Principal activities
%
Business First Limited T ERRTES LER 100 1RERIET FARRENE
Incorporated British Virgin Ordinary ZBHB Holding of cable right
Islands 1 share of
US$1
China Star Entertainment Hf R ERRAES LER 100 200REREEIZET REZR
(BVI) Limited Incorporated British Virgin Ordinary b3} Investment holding
Islands 200 shares
of US$1 each
hEZRELR R B LER 100 dRERER REZR
ERAR Incorporated Hong Kong Ordinary BT Ek Investment holding
China Star Entertainment J1,000,0008%
Holding Limited SREEIATL
ERZEELR
(Htztb)
2 ordinary shares

CHINA STAR ENTERTAINMENT LIMITED

of HK$1 each

and 1,000,000
non-voting deferred
shares of HK$1 each
(Note b)

FEHESERARAF
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4. TEMBRRAFFE (& 44. PARTICULARS OF PRINCIPAL
SUBSIDIARIES (Continued)
R R
BRfkE/
EhEx BRIk
AELA BRRE/
Proportion ARER
ES /3 H/ BT of nominal Issued and
%8 5/B% FERfH value of issued fully paid
Form of Country/place of £5 capital/registered share capital/
WEARZHE business incorporation/ Class of capital held registered IEEE
Name of subsidiary structure formation shares held by the Company capital Principal activities
%
hEEFARTERAT R B R 100 100,000 EYRER
China Star HK Distribution Incorporated Hong Kong Ordinary SREEIAT EE4
Limited Eak L]

100,000 ordinary Distribution of motion
shares of pictures and television

HK$1 each drama series

HEEERREERAA e Bk gl 100 1,000,0008% BEiRE
China Star HK Entertainment Incorporated Hong Kong Ordinary SREMEIET ¥k
Company Limited Lk REZR
1,000,000 ordinary Distribution of

shares of video rights and

HK$1 each investment holding

China Star Interational Rl EBRUHEE Lak 100 8,001R &R EYRER
Distribution Limited Incorporated British Virgin Ordinary AE1ETZRA B8
(Hza) Islands 8,001 shares of 3
(Note a) USS1 each Distribution of motion
pictures and television

drama series

hEEESERERAT i 30 3l 100 15,000k B REE RHER
China Star Laser Disc Incorporated Hong Kong Ordinary 10087 TR R
Company Limited Lk REZR
15,000 ordinary Provision of

shares of management

HK$100 each services and

investment holding

HEEYERRAT Rl & EEk 100 WRERERE HEEY
China Star Pictures Limited Incorporated Hong Kong Ordinary 1AL Wi
Eak Holding of film rights

2 ordinary

shares of

HK$1 each
hEEREREERAA RRuAY & Lak 100 QRERESR REES
China Star Production Incorporated Hong Kong Ordinary 137 ERE
Services Limited LER Provision of post-
2 ordinary production services

shares of

HK$1 each
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44. TEWB R A

HiE (& 44. PARTICULARS OF PRINCIPAL
SUBSIDIARIES (Continued)
L]t
BRfRE/
EhEx BRATR
HELA HRRE/
Proportion AMER
E3 /BT of nominal Issued and
WS B5/1h% fisRH value of issued fully paid
Form of Country/place of Ehl capital/registered share capital/
WEARZE business incorporation/ Class of capital held registered IEEE
Name of subsidiary structure formation shares held by the Company capital Principal activities
%
hEEBRARAT a4 RERAES LER 100 REEIZETZRS REBER
China Star Trademark Incorporated British Virgin Ordinary 1 share of Wi
Limited Islands US$1 Holding of trademark
and copyrights
China Star Worldwide ERlA i Bk 100 40058 EYRER
Distribution B.V. Incorporated Netherlands Ordinary AE100RHE &8
(Rita) EBk B4
(Note a) 400 ordinary Distribution of
shares of motion pictures and
Dutch Guilders television drama
100 each series
Classical Statue Limited AT ERRAER LEk 100 1REEIETZRH RERR
Incorporated British Virgin Ordinary 1 share of Investment holding
Islands US$1
Exceptional Gain Profits Limited &1z EERAHE LER 100 1REEIZTZRE mERE
Incorporated British Virgin Ordinary 1 share of Property investment
Islands US$1
2% (B#)ERAA MR BE il 100 dRERER HENE
Newrich (H.K.) Limited Incorporated Hong Kong Ordinary BTz Eak Property holding
2 ordinary
shares of
HK$1 each
“EEEYERAT AR &% Bk 100 3,000,000% 5 & BRI
One Hundred Years of Incorporated Hong Kong Ordinary HEET Film production
Film Company Limited LERR
3,000,000
ordinary shares of
HK$1 each
BEREARAA Rl B LRk 100 dRBRER HEEFR
S & W Entertainment Limited Incorporated Hong Kong Ordinary AT ZERR EREEE
2 ordinary Production of motion
shares of pictures and television
HK$1 each drama series

CHINA STAR ENTERTAINMENT LIMITED

FEHESERARAF
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44. TEMB LA RAFE (& 44. PARTICULARS OF PRINCIPAL
SUBSIDIARIES (Continued)

B - Notes:

(a) ERREEER - (a) Operating internationally.

(b) EREREERNERLERFNSZZAA (b) The non-voting deferred shares practically carry no
RE BHRZABARRAGzEE HEZ rights to dividends nor to receive notice of nor to attend
EREIEGLEREZERN EBERBFTD or vote at any general meeting of the company nor to
AZEEMDIK participate in any distribution on winding up.

China Star Entertainment (BVI) Limited & China Star Entertainment (BVI) Limited and China Star

China Star Worldwide Distribution B.V.FH 7 Worldwide Distribution B.V. are directly held by the

AEEEHE  MABEMHBARSIAEELA Company. All other subsidiaries are indirectly held by

AfRE#ESE - the Company.

BEEEREIN MEBARZEZEEMEA Except otherwise stated, the principal place of operation

B o of the subsidiaries is Hong Kong.

FTa BB A Bl R F 45 B ok & {E 1 B 8 & (T None of the subsidiaries had any debt securities

A RED 2 BEBES ° outstanding at the end of the year or at any time during

the year.
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45, TEBRES)NFHE 45. PARTICULARS OF PRINCIPAL
ASSOCIATES
TN EER AT EYEAEFEELEE The following table lists the associates of the Group
TAREEBMANT cEERA 2| H B which, in the opinion of the directors, principally affected
ARz BEREFEERBALE - 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.
NN E S
BRORA /M
EXAELH BRORSERE/
Proportion EER
A FE 3L of nominal Issued and
ERERYA B/ % value of issued fully paid
Form of Country/ capital/registered share capital/
BENRER business place of capital held indirectly registered  FEEK
Name of associate structure incorporation by the Company capital Principal activities
%
Golden Capital B1A RBRAES 36.50 100088  RPBEREZR
International Limited Incorporated British Virgin EE1ET  Investment holding
Islands ZERR in the PRC
1,000 ordinary
shares of
US$1 each
tREEMRERAR NEBERE e 20.08 HMER  REERER
Wholly foreign PRC ARE EEEH - &
-owned 10,000,0007C BRRBAD R
enterprise Registered Development and
capital production of
RMB10,000,000 telecommunication
and information
technology and
solution in the PRC
ERGHEESBERAR ™ KT BRE 41.07 5,154,018,000/& REER
Riche Multi-Media Incorporated Bermuda SRAEE001ET  Investment holding
Holdings Limited *** ZERR
5,154,018,000
ordinary shares
of HK$0.01 each
Bluelagoon Investment Ralif e RERUES 41.07 HEE RPEREER.
Holdings Limited ** Incorporated British Virgin IE a1 REES
Islands 1 ordinary share BIEYREREY
of USS1 BITHE
Investment holding,
investment in
securities,
distribution of films
and sub-licensing
of film rights in
the PRC
Dragon Leader Limited ** BAY RBREAES 41.07 REBIET.  REBREER
Incorporated British Virgin LER Investment holdings
Islands 1 ordinary share in Hong Kong
of US$1
Gainful Fortune Limited ™ &8z RERAES 41.07 160,000,100  RWEBNUMEE
Incorporated British Virgin GREEET BEBREME
Islands ZEBK  Holding of film rights
160,000,100 outside Hong Kong
ordinary shares of
HK$1 each

CHINA STAR ENTERTAINMENT LIMITED

FEHESERARAF
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45. T EBMBNFIEE (& 45. PARTICULARS OF PRINCIPAL
ASSOCIATES (Continued)
KAABERE
BRTRA /M
EXEEL BRORAZRE/
Proportion dMEx
AR of nominal Issued and
ES 34 S FEER /% value of issued fully paid
Form of Country/ capital/registered share capital/
BENFER business place of capital held indirectly registered  ETEEH
Name of associate structure incorporation by the Company capital Principal activities
%
Legend Rich Limited ** B2 RERNES 41.07 REE  ERATEREER
Incorporated British Virgin 1ZETZERR HEETYRERD
Islands 1 ordinary share Distribution of video

of US$1 products in the PRC
through a PRC agent

Ocean Shores Licensing Ralf e RERNES 41.07 10000k GRAEE  REBNIMERE
Limited ** Incorporated British Virgin =Tz LBk BB
Islands 10,000 ordinary Holding of film rights
shares of US$1 each outside Hong Kong
Riche Advertising RalfI e RERNES 41.07 REE REAREES
Limited ** Incorporated British Virgin IZELZERKR  Investments
[slands 1 ordinary share in securities
of US$1 in Hong Kong
Riche (BVI) Limited ** 1A RERABE 41,07 1000RBREE  REBREER
Incorporated British Virgin 1ZTZERBBR  Investment holding
Islands 1,000 ordinary in Hong Kong
shares of US$1 each
EXBAARAR 1AV B0 4107 1000000REREE  REABREZUTE
Riche Distribution Limited **  Incorporated Hong Kong BTz LRk REEES

1,000,000 ordinary Sub-licensing of film
shares of HK$1 each rights and
investments in

securities
in Hong Kong
SRERAMEREERY) TMAT 2P 41.07 IREERME  RPEETEY
BRAR Incorporated Macau 100,0007T Z f& /3 ERBYLTE
Riche International (Macao 1 share of Distribution of films and
Commercial Offshore) MOP100,000 sub-licensing of film
Limited ** rights in the PRC
ERSRBERAT TV B0 41,07 rEREE RPEETEY
Riche Multi-Media Limited **  Incorporated Hong Kong BT ERR AR NE
2 ordinary shares Distribution of films and
of HK$1 each other video features
in the PRC
SRYEERRA RalilAv EBRELES 41.07 REE REEAREER
Riche Pictures Limited ** Incorporated British Virgin XLz LBk Investment holding
Islands 1 ordinary share in Hong Kong
of US$1
SREFERAA Bl Av ) 41.07 10EEREE REARGYRER
Riche Video Limited ** Incorporated Hong Kong 1008w @R K Distribution of video

20,000 &R A A products in
1008 T2 EREHE Hong Kong
B ¢
10 ordinary shares
of HK$100 each
20,000 non-voting
deferred shares

of HK$100 each *
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BE_ZT

45. T EHE NFIFE (& 45. PARTICULARS OF PRINCIPAL
ASSOCIATES (Continued)
KARBERE
BAORE/ER
EXEERS BRORBRRE/
Proportion dMEx
AR 3 of nominal Issued and
EBREHR FERR/ % value of issued fully paid
Form of Country/ capital/registered share capital/
BENRER business place of capital held indirectly registered  FEFK
Name of associate structure incorporation by the Company capital Principal activities
%
World East Investments Ralif e RERAKS 41.07 HEE EATEREARDE
Limited ** Incorporated British Virgin 1ZETZERR FIEYREREY
Islands 1 ordinary BK
share of US$1 Distribution of films and
sub-licensing of film
in the PRC through
a PRC agent
Together Again Limited B2 RERNES 49.00  48080REREE  RERRE
Incorporated British Virgin 1Erzkh RUEAERRH
Islands 48,080 shares [nvestment holding
of US$1 each and provision of
artists management
services
Imperial International 1M B 3L RERAHS 49.00 100REHREE  REER
Limited**** Incorporated British Virgin 1ZL 2|’ Investment holding
Islands 100 shares of
US$1 each
China Entertainment A %6 41,65 1289634250  REAEMK
Group, Inc. Incorporated United States of FHREMB001ETL  Investment holding
(formerly known as America LERR
China Artists 128,963,425
Agency Inc.)****# common stock
of US$0.001 each
Metrolink Pacific GV ERRUHE 41,65 120BEREE  REER
Limited**** Incorporated British Virgin 1Zx2|’H  Investment holding
Islands 120 shares of
US$1 each
MEEEEEBRERAA  EMKL i 41,65 1,000,000  RESBAEERH
China Star Management Incorporated Hong Kong GREBET  Provision of artists
Limited**** LERR management
1,000,000 services
ordinary shares
of HK$1 each
Anglo Market International Ak I RERAHES 4165 HREREE - REZATERE
Limited **** Incorporated British Virgin 1ET 2k Provision of artists
[slands 1 share of management
US$1 each services
Metrolink Global Bl ABRAHS 41.65 oRERmE  REBAEERE
Limited **** Incorporated British Virgin 1EZ7TZKMB  Provision of artists
Islands 100 shares of management
US$1 each services
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PARTICULARS OF PRINCIPAL
ASSOCIATES (Continued)

* 1t 5738 2 R A R A Flis a subsidiary of Golden Capital.

*k

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

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

These companies are subsidiaries of TAL.

L China Entertainment Group, Inc. is a U.S. public
company traded on the Over-The-Counter Bulletin
Board.

4 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.

SUBSEQUENT EVENTS

On 15th March, 2004, the shareholder of Golden Capital,
an associate of the Group, granted to the Group an
option (“Option”) to require Golden Capital’s shareholder
to purchase from the Group an aggregate of 356 shares
of US$1 each in the share capital of Golden Capital
which represents the Group’s entire shareholding in
Golden Capital, at an aggregate consideration of
HK$25,000,000 (“Consideration”).
exercise the Option in the event that the net profits

The Group may

after taxation but before extradordinary items as shown
in the audited accounts (“Audited Accounts”) of Golden
Capital for year ended 31st December, 2004 is less
than HK$14,600,000. As requested by the shareholder’s
of Golden Capital, the Audited Accounts will be
available on or before 19th January, 2006 due to certain
unforeseeable difficulties relating to the preparation of
the Audited Accounts.

Subsequent to the balance sheet date, the Group
exercised the Option as the net profits after taxation
but before extraordinary items was less than
HK$14,600,000 as per the Audited Accounts received
2006 and the shareholder of

Golden Capital has agreed to repay the Consideration

by the Group in April,

to the Group.

APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved by the board
of directors on 24th April, 2006.



