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The Group’s Hotel Lan Kwai Fong in Macau was named the
“Leading Green Hotel of Asia” by the Asia Hotel Forum, in the
3rd AHF Awards of 2010. The Awards are some of the most
prestigious hotel investment awards in the industry, and this
latest achievement follows the previous year’s “Best Designed
Boutique Hotel Of China” award in the 5th China Hotel Starlight
Awards 2009. Since launching on 2nd August 2009, Hotel
Lan Kwai Fong has become a new tourism and entertainment
focal point in Macau. Its recent award attested to professional
industry recognition of its management and planning quality.

In the year 2010, Macau’s casino gaming industry earned
record revenue. The Gaming Inspection and Coordination
Bureau of Macau SAR announced that, due to the growth of
Mainland China visitors travelling to Macau, gross revenue
from the casino gaming industry increased by 57.8% to
MOP188,343,000,000 for the year 2010 as compared to the
year 2009. Gross revenue in December 2010 increased by
66.4% to MOP18,883,000,000 as compared with the same
period in the previous year, reaching a new record high for
monthly gross revenue in Macau. This growth of gross revenue
by the gaming industry will positively benefit the business
performance and prospects of Hotel Lan Kwai Fong, as well as
Casino Lan Kwai Fong. In March 2010, the Macau Government
announced that the total number of gaming tables in Macau
will be capped for the next three years. The Group does not
expect competition within the gaming industry to worsen from
this measure, and in fact expect it to be beneficial to the
Group. The performance of both Hotel Lan Kwai Fong and
Casio Lan Kwai Fong were encouraging in the year 2010.
The Group believes the hotel and gaming service operations
will continue to contribute stable and positive revenue in the
future.
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The Company’s game promotion operations is operated by
Best Mind International Inc., which has continued to share
profit from Ocho Sociedade Unipessoal Limitada (“Ocho”),
one of the leading gaming junkets at one of the VIP gaming
rooms at Grand Lisboa Casino in Macau. The performance
has been affected by keen competition in the VIP gaming
industry segment and the new promoter commission policy
of the Macau Government. On 10th August 2009, the Macau
government published, in its official gazette, an amendment
to an executive regulation that would enable the Financial
Secretary to set a cap for promoter commission in Macau.
The implementation of that amendment, from December
2009, resulted in Ocho losing its competitive advantage
because it cannot offer a better-than-market commission to its
quality sub-junkets or customers. This not only consequently
and negatively affected the expected cash inflow from the
operation, but also recognised aggregate impairment losses
in respect of the intangible assets and goodwill for the Group,
thus affecting its performance.

Nonetheless, and in spite of the impairment, this investment
has generated accumulated revenues far in excess of the
impairment losses recognised and is expected to continue to
positively contribute to future cash inflow, and turning out to
be an investment with satisfactory returns.

In light of the fact that both the Hong Kong and Macau
economies benefited from Mainland China’s economic
recovery, especially in the tourism, retail, property and
securities sectors, the Company began to expand business to
include Macau property development and investment in order
to further capture business opportunities resulting from the
economic development of Macau.
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On 7th January 2011, the Group entered into a conditional
agreement with Sociedade de Turismo e Diversdes de Macau,
S.A. to purchase the property leasehold right of the sites (“the
Sites”) located in Macau, at Zona de Aterros do Porto Exterior
(ZAPE), at a consideration of HK$550,000,000. The project
includes the following properties: an undeveloped parcel of
land named as “Quarteirdo 6 - Lote B” (“Lot 6B”) with a total
site area of 1,420 square meters; an undeveloped parcel of
land named as “Quarteirdo 6 - Lote C” (“Lot 6C”) with a total
site area of 1,292 square meters; an undeveloped parcel of
land named as “Quarteirdo 6 - Lote D" (“Lot 6D”) with a total
site area of 1,292 square meters; and an undeveloped parcel
of land named as “Quarteirdo 6 - Lote E” (“Lot 6E”) with a total
site area of 1,292 square meters. The location of the Sites
is superb. It is adjacent to Hotel Lan Kwai Fong, the Macao
Polytechnic Institute, Forum de Macao and Golden Lotus
Square and is merely a couple of blocks away from the Macau
Fisherman’s Wharf and Sands Casino. The Group intends to
develop the Sites into office units and residential apartments
for sale. The Group also intends to develop the street level
of the Sites into an area consisting of restaurants, bars,
nightclubs and art galleries in order to create traffic in the
surrounding area of Hotel Lan Kwai Fong. The Group expects
the project will further diversify our Macau investment portfolio,
enlarge the income base, and make positive contribution to
the long-term performance of the Group.

In a special general meeting of the Company held on 3rd
September 2009, the Group was approved to purchase
75% equity interest in Over Profit International Limited, at
an aggregate consideration of HK$900,000,000 (subject to
adjustment) and to invest in a lot of land with area of 4,669
square meters, named Lote C7 do Plano de Urbanizacao da
Baia da Praia Grande, located in the Nam van Lakes Zone, at
Avenida Doutor Stanley Ho (the “Macau Land”). The longstop
date of the agreement had extended to 31st December 2011
because one of the conditions to completion is the publication
by the Macau Government of a master zoning guideline for
the “C” area of Nam Van Lakes Zone and the results of a new
amendment to the land grant to be submitted by the vendor
having been, in light of the master zoning guideline, gazetted
by the Macau Government. In the third quarter of 2010, the
Macau Government invited Macau citizens as part of this
process to submit their conceptual planning proposals for
the Nam Van area with a view to optimizing the benefits to
the city’s infrastructures as a whole. The longstop date of the
agreement had extended as it is anticipated that the Macau
Government will need further time for its consideration and
deliberations of the conceptual planning proposals to finalize
the plan.
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In view of the softness of the film market, the Group had
strategically pre-positioned itself several years ago to actively
pursue diversified investment opportunities which could
provide stable revenue contribution. By capturing business
opportunities resulting from the economic growth of Macau,
the Group had already successfully achieved its business
positioning as a regional corporation focusing on the Macau
market, with an investment portfolio consisting of hotel, leisure,
entertainment and property development businesses. Because
nearly all of the Group’s revenues come from Macau, Macau’s
economy will have significant impact on the future performance
of the Group.

Looking ahead, the Group considers Macau’'s prospects
in the near to medium term are stable and growth as its
infrastructural development become more mature. The Group
expects the performance of the hotel and gaming service
operations and gaming promotion operations can have stable
growth. The commercial, residential and retail development
of the property leasehold right of the Sites purchased by the
Group in January 2011 will not only directly contribute revenue
to the Group, but also provide synergy with existing hotel and
gaming service operations, laying a solid foundation for the
long-term business income of the Group.

Despite Hong Kong’s film market remaining unfavourable,
the development of Mainland China’s film market has created
new opportunities. Thus, the Group will continue to utilise its
well-established network and solid experience in the market
to produce and distribute films with tight risk control. On
8th December 2010, the Group entered into a joint venture
agreement with KH Investment Holdings Limited (Stock Code:
8172), a company listed on the Growth Enterprise Market
Board of The Stock Exchanges of Hong Kong Limited, to
form a joint venture company engaged in the production
and distribution of films. The formation of this joint venture
company will benefit the Group over the long-term as it will
reduce the working capital tied up in the film production and
distribution business and dilute the business risks.
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During the past year, despite the impact of aggregate
impairment losses from game promotion operations in
respect of the intangible assets and goodwill on the Group’s
results, the Group had succeeded in deploying its diversified
business strategy and a majority of the segments recorded
satisfactory growth in financial results. We expect the Group’s
performance will benefit from the future growth of the Macau
property market. Our colleagues are all loyal and dedicated
to the Group, and have always been very progressive in
exploring new income sources for the Group’s long-term
earnings. With these competitive advantages, the Group is
able to secure a more privileged strategic position in terms of
future development. Looking ahead, the Group will continue
its prudence in business policies, to better capture business
opportunities and minimise unnecessary investment risk. The
endeavour to attain lucrative business profits is to reciprocate
shareholders for their years of benevolent support to the
Group.

Heung Wah Keung
Chairman
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FINANCIAL REVIEW

For the year ended 31st December 2010, the Group’s turnover
increased by 59% to approximately HK$864,261,000 (2009:
HK$543,429,000).

Profit from operations and profit for the year amounted to
approximately HK$41,033,000 and HK$24,827,000 respectively
as compared to HK$251,153,000 and HK$164,395,000
respectively for last year. The substantial decrease was
mainly attributable to an aggregate impairment losses of
HK$206,948,000 recognised in respect of intangible assets
of HK$197,973,000 and goodwill of HK$8,975,000 during
the interim review of the Group as at 30th June 2010 with
regard to the decrease in sharing of profit streams from
investments in gaming promotion business in Macau from Best
Best Mind is the profit
receiving company from Ocho Sociedade Unipessoal Limitada

Mind International Inc. (“Best Mind”).

(*Ocho”), one of the leading gaming promotors at one of the
VIP gaming rooms at the Grand Lisboa Casino in Macau. As
at 31st December 2010, the Group did not identify further
impairment losses. Taking out the effect of the impairment
losses recognised, the Group’s profit from operations
and profit for the year would amounted to approximately

HK$247,981,000 and HK$231,775,000 respectively.

The loss attributable to owners of the Company for the year
ended 31st December 2010 was HK$8,083,000, representing a
104% decrease over profit of HK$204,388,000 in the last year.

DIVIDEND
The directors do not recommend the payment of a final
dividend for the year ended 31st December 2010 (2009: nil).

BUSINESS REVIEW

Of the total turnover amount for the year, HK$725,130,000 or
84% was generated from hotel and gaming service operations,
HK$137,814,000 or 16% was generated from gaming
promotion operations and HK$1,317,000 or 0% was generated
from film distribution operations.
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Hotel and Gaming Service Operations

Hotel and gaming service operations included the hotel
operation in Hotel Lan Kwai Fong Macau (“Lan Kwai Fong”)
which was recorded in an indirect subsidiary of the Group,
Hotel Lan Kwai Fong (Macau) Limited (“Hotel LKF”) and
services provided to the casino situated in Lan Kwai Fong (the
“Casino LKF”) which was recorded in an indirect subsidiary of
the Group, Classic Management & Services Company Limited
(“Classic”). Lan Kwai Fong presents a total of 200 guest
rooms, casino situated in the 1st and 18th floors, restaurants,

flower shop, retail shop and a spa.

Casino LKF is run by licence holder Sociedade de Jogos
de Macau, S.A. (“SJM”). Classic has entered into gaming
operation service agreements with SJM. Under the
agreements, Classic will share certain percentage of service
income from SJM based on the gross wins of the table gaming
and slot machines in Casino LKF. As at 31st December 2010,
Casino LKF operated a total of 84 tables, targeting both for
the VIP market and the mass market. It also operated a total of
128 slot machines.

Revenue in the hotel and gaming service operations mainly
comprised of hotel room sales of HK$52,426,000 (2009:
HK$18,611,000), food and beverage of HK$12,931,000 (2009:
HK$3,972,000) and services income of HK$653,696,000
(2009: HK$197,027,000) and HK$6,077,000 (2009:
HK$2,433,000) received from table gaming and slot machines
respectively. Hotel and gaming service operations recorded
an aggregate segment profit of HK$64,333,000 (2009: loss of
HK$76,635,000). In year 2009, Lan Kwai Fong had operations
for only around 5 months. This year, the performance of
Lan Kwai Fong was encouraging. The average monthly
revenue from the hotel and gaming service operations was
approximately HK$60,428,000 which represented increase
of 36% from approximately HK$44,409,000 in 2009, mainly
reflecting 38% increase in monthly service income from
table gaming to approximately HK$54,475,000 in 2010 from
approximately HK$39,405,000 in 2009.
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Gaming Promotion Operations

The Group had shared revenue and segment loss of
approximately HK$137,814,000 (2009: HK$294,806,000) and
HK$70,349,000 (2009: profit of HK$292,710,000) from the
gaming promotion business, a decrease of 53% and 124%
respectively.

Although Macau’s casino gaming industry earned record
revenue in year 2010, the competition in gaming industry
continues to be intense. One of the characteristic of the
VIP gaming is that the majority of the business volume is
highly volatile. The publishing on 10th August 2009 by the
Macau government in its official gazette an amendment
to an executive regulation that would enable the Financial
Secretary to set a cap for promoter commission in Macau and
its implementation from December 2009 had resulted in Ocho
lost its competitive advantage as it cannot offer a better than
market commission to its quality sub-junkets or customers. The
decrease in revenue sharing also decrease the expected cash
inflow from this operation and thus recognised an aggregate
impairment losses of HK$206,948,000 in respect of intangible
assets of HK$197,973,000 and goodwill of HK$8,975,000
during the interim review as at 30th June 2010. As at 31st
December 2010, the Group did not identify further impairment
losses. Although the Group had to recognise an impairment for
this investment this year, the Group considered the investment
was fair as the accumulated revenue received from this
investment amounted to approximately HK$635,948,000 which
is far exceeding the impairment losses recognised. Besides, it
can provide strong cash flow to the Group with comparatively

small costs.

Film Distribution Operations

Film distribution operations includes production and
distribution of motion pictures and television drama series
and provision of other film related services. The Group had
distributed only 1 new film during the year.

In year 2010, turnover for film distribution division amounted
to HK$1,317,000 (2009: HK$26,580,000) and its segment
loss amounted to HK$520,000 (2009: HK$11,738,000) which
included impairment loss recognised in respect of film rights
and goodwill of HK$1,339,000 (2009: nil) and nil (2009:
HK$15,416,000) respectively.
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Geographical segments

For the geographical segments, as revenue from hotel and
gaming service operations and gaming promotion operations
are all sourced in Macau, almost 100% turnover of the Group
during this year were come from Macau.

Administrative Expenses

For the year ended 31st December 2010, administrative
expenses (net of amortisation of leasehold land and
depreciation on property, plant and equipment) amounted
to HK$347,548,000, a 83% increase from HK$190,264,000
as compared to the last corresponding year. The increase
was mainly attributable to the full operations of Lan Kwai
Fong during the year as compared to 5 months in the last
corresponding year. Employee benefit expenses increased
32% from HK$77,651,000 to HK$102,334,000 for the same

reason.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31st December 2010, the Group had total assets of
approximately HK$3,345,092,000 and net current assets
of HK$1,059,311,000,
(2009: 1.4). The Group had cash and cash balances of
approximately HK$625,827,000 (2009: HK$173,188,000). As
at 31st December 2010, the Group had total borrowings of
HK$500,000,000 which comprised a secured bank term loan
(“Term Loan”). The Term Loan is interest bearing at 1.75% per

representing a current ratio of 5.7

annum below the Hong Kong Prime rate quoted by the bank,
repayable by 19 equal consecutive quarterly installments of
HK$12,500,000 each commencing from the third month after
the date of the first loan drawdown and a final repayment for
the remaining balance. As at 31st December 2010, Hotel LKF,
a subsidiary of the Company had banking facilities amounting
to HK$536,000,000 which were utilised to the extent of
HK$500,000,000. The Group’s gearing was low during the year
with total debts of HK$500,000,000 against owners’ equity of
HK$2,302,775,000. This represents a gearing ratio, calculated
in the basis of the Group’s total borrowings over owners’ equity
of 22% (2009: 28%).
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As the majority of the Group’s transactions, assets and
liabilities are denominated in Hong Kong Dollars, Macau
Pataca and United States Dollars, the exposure to fluctuation
in exchange rates was considered to be minimal and no hedge
activity were considered necessary. As at 31st December
2010, the Group had no contingent liability.

On 4th January 2010,
agreement with a placing agent to place on a fully underwritten
basis an aggregate 540,000,000 new shares of HK$0.01 each
to independent investors at a price of HK$0.14 per share.
540,000,000 new shares was issued on 11th February 2010
under the specific mandate granted to the directors of the

the Company entered into a placing

Company at the special general meeting of the Company held
on 8th February 2010. The net proceeds of approximately
HK$75,400,000 were used for the Group’s investment projects
in Macau and general working capital of the Group.

On 8th December 2008,
proposed to subscribe zero coupon convertible bonds in
principal amount of HK$60,000,000 to be issued by KH
Investment Holdings Limited (formerly known as China Star

the Company announced that it

Film Group Limited) (“KH Investment”) in five tranches of
HK$12,000,000 each due on the tenth anniversary of the
date of issue for such tranche. HK$60,000,000 convertible
bonds were issued by KH Investment to the Company on 29th
January 2009 and were fully redeemed by KH Investment on
26th May 2010.

On 26th April 2010, the Company announced that it proposed
to issue bonus warrants at the initial subscription price
of HK$0.193 per new share of HK$0.01 each (subject to
adjustment) on the basis of one bonus warrant for every five
shares held on 8th June 2010. The warrants of the Company
were issued on 15th June 2010. As at 31 December 2010,
the Company had approximately HK$111,526,000 warrants
outstanding which are convertible into approximately
602,841,000 shares of the Company at an adjusted
subscription price of HK$0.185 per share. On 27th January
2011,
adjusted to HK$0.182 per share upon completion of the

the subscription price of the warrants was further

placement of 577,855,000 new shares of the Company.
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On 8th July 2010, the Company announced that it proposed to
raise approximately HK$144,464,000 before expenses by way
of rights issue of 1,444,643,184 rights shares at a subscription
price of HK$0.1 each on the basis of one rights shares for
every two shares held on 20th July 2010. The estimated net
proceeds were approximately HK$141,460,000, of which
approximately HK$100,460,000 were intended to be used for
reducing the Group’s bank borrowings and approximately
HK$41,000,000 was intended to be used for financing hotel
operation of the Group or general working capital of the Group.
The rights shares were issued on 11th August 2010. On 9th
February 2011,
and the bank had agreed to restructure the Group’s bank

the Company announced that the Company

borrowings with better terms and longer repayment period.
In view of the Acquisition (as defined herein), the Company
intend to change the use of proceeds of the rights issue and
to apply the net proceeds of approximately HK$100,460,000
to satisfy part of the total consideration for the Acquisition.
HK$41,000,000 were used for financing hotel operation of the
Group and general working capital of the Group as intended.

During the year ended 31st December 2010, certain option
holders exercised their option rights to subscribe for an
aggregate of 52,790,000 shares of HK$0.01 each at exercise
price of HK$0.18 per share. The net proceeds from the
exercise of option rights amounted to HK$9,502,200.

Subsequent to the balance sheet date, the Company entered
into a placing agreement on 14th January 2011 with a placing
agent to place on a best effort basis up to 577,855,000 new
shares of HK$0.01 each to independent investors at a price
of HK$0.07 per share. 577,855,000 new shares was issued
on 27th January 2011 under the general mandate granted to
the directors of the Company at the annual general meeting
of the Company held on 30th June 2010. The net proceeds of
approximately HK$39,930,000 were intended to be used as
part of the consideration for the Acquisition.
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On 9th February 2011, the board of directors of the Company
announced that the Company intended to put forward to the
shareholders of the Company for their approval a proposal
involving capital reorganisation (“Capital Reorganisation”)
of the Company comprising (a) share consolidation that
every 10 issued and unissued existing shares of HK$0.01
each be consolidated into 1 consolidated share of HK$0.10
each of the Company (“Consolidated Shares”); (b) capital
reduction that (i) the issued share capital of the Company
be reduced by the cancellation of the paid-up capital of the
Company to the extent of HK$0.09 on each of the then issued
Consolidated Shares such that the nominal value of each
issued Consolidated Share will be reduced from HK$0.10 to
HK$0.01; (ii) the authorised share capital of the Company be
reduced by reducing the nominal value of all Consolidated
Shares from HK$0.10 each to HK$0.01 each resulting in the
reduction of the authorised share capital of the Company from
HK$500,000,000 divided into 5,000,000,000 Consolidated
Shares to HK$50,000,000 divided into 5,000,000,000 new
shares of HK$0.01 each; and (iii) the credit arising from the
reduction of the issued share capital of the Company be
transferred to the contributed surplus account of the Company;
and (c) capital increase that the authorised share capital of
the Company be increased from HK$50,000,000 divided into
5,000,000,000 new shares of HK$0.01 each to HK$500,000,000
divided into 50,000,000,000 new shares of HK$0.01 each.
The Capital Reorganisation was not yet completed up to the
reporting date.

On 21st January 2011, the Company and Eternity Investment
Limited (“Eternity”) entered into a subscription agreement,
pursuant to which the Company has conditionally agreed to
issue and Eternity has conditionally agreed to subscribe or
procure subscription for convertible bonds in the maximum
principal amount of HK$650,000,000 in two tranches at their
face value. The convertible bonds will be unsecured, interest
bearing at 8% per annum and carry the right to convert
into shares of the Company at an initial conversion price of
HK$0.08 per share (subject to adjustment) and will mature
on the 5th anniversary from the date of issue. The estimated
maximum net proceeds from the issue of the convertible bonds
of approximately HK$649,500,000 will be used for financing
the Acquisition, the development of the Sites (as defined
herein) to be acquired in the Acquisition and/or the general
working capital of the Group.
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MATERIAL ACQUISITIONS

On 29th April 2009, Bestjump Holdings Limited (“Bestjump”),
a wholly owned subsidiary of the Company and Ms. Chen
Ming Yin, Tiffany (“Ms. Chen”), an executive director and
a substantial shareholder of the Company entered into a
sale and purchase agreement pursuant to which Bestjump
has agreed to purchase and Ms. Chen has agreed to sell
the entire issued share capital of Modern Vision (Asia)
Limited and Reform Base Holdings Limited (the “Targeted
Companies”) and outstanding loans in an aggregate amount of
HK$750,810,007 due by the Targeted Companies to Ms. Chen
at an aggregate consideration HK$900,000,000 (subject to
adjustment). The major assets of the Targeted Companies are
their aggregate 75% equity interests in Over Profit International
Limited. Over Profit International Limited, through a Macau
company, Legstrong Construction and Investment Company
Limited (the “Macau Co”), indirectly owned 100% beneficial
interest in a lot of land with the area of 4,669 square meters,
named “Lote C7 do Plano de Urbanizagdo da Baia da Praia
Grande”, located in the Nam Van Lakes Zone, at Avenida
Doutor Stanley Ho, registered with the Macau Land and Real
Estate Registry under no. 23070 (the “Macau Land”). Details
of the transaction were set out in the Company’s circular dated
17th August 2009 (“the Circular”). The transaction has been
approved in a special general meeting of the Company held
on 3rd September 2009. The longstop date of the agreement
had extended to 31st December 2010 and further extended
to 31st December 2011.
the conditions to completion is the publication by the Macau

As set out in the Circular, one of
Government of a master zoning guideline for the “C” area of
Nam Van Lakes Zone and the results of a new amendment to
the land grant under which the Macau Co holds the Macau
Land from the Macau Government executed on 14th August
2001 to be submitted by Macau Co having been, in light of the
master zoning guideline, gazetted by the Macau Government.
In the third quarter of 2010, the Macau Government invited
Macau citizens as part of this process to submit their
conceptual planning proposals for the Nam Van area with
a view to optimising the benefits to the city’s infrastructures
as a whole. It is anticipated that the Macau Government will
need further time for its consideration and deliberations of
the conceptual planning proposals to finalise the plan. As the
conditions have not been satisfied or waived by Bestjump, the
transaction has not yet completed up to the reporting date.
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On 8th December 2010, China Star Entertainment (BVI)
Limited (“CSBVI"), a wholly owned subsidiary of the Company,
KH Investment and China Star Film Group Limited (the “JV
Company”) entered into a joint venture agreement (the JV
Agreement”) relating to the formation of the JV Company,
which is principally engaged in production and distribution
of films. Pursuant to the JV Agreement, the JV Company
agreed to issue and allot 30 shares and 29 shares of the JV
Company at a price of HK1,000,000 per share to CSBVI and
KH Investment respectively. CSBVI and KH Investment will
benefially interested in 50% each of the JV Company after
the completion of the JV Agreement. The 59 shares of the JV
Company were issued and alloted on 7th January 2011.

On 23rd December 2010, Triumph Top Limited, a wholly
owned subsidiary of the Company (the “Purchaser”), the
Company, Sociedade de Turismo e DiversGes de Macau,
S.A. (the “Vender”) and Mr. Heung Wah Keung, a director of
the Company entered into a conditional agreement pursuant
to which the Vender has conditionally agreed to sell and the
Purchaser has conditionally agreed to purchase the property
leasehold right held by the Vender under the leasehold
granted by the Macau Government over Lot 6B, Lot 6C, Lot
6D and Lot 6E, located in Macau at Zona de Aterros do Porto
Exterior (ZAPE) (the “Sites”) (and the inherent transfer to the
Purchaser of the legal title to the Sites) at a consideration
of HK$550,000,000 (the “Acquisition”).
constitutes a very substantial acquisition and a connected

The Acquisition

transaction of the Company under the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”) and thus is subject to the approval
of the independent shareholders of the Company in a special
general meeting to be convened by the Company.

EMPLOYEES
As at 31st December 2010, the Group employed 556 staffs
(2010: 526 staffs). The directors believe that the quality of its
employees is the single most important factor in sustaining the
Group’s reputation and improving its profitability. The staffs are
remunerated based on their work performance, professional
experience and prevailing industry practices. Apart from basic
salaries, pension fund, medical schemes, housing allowance
and discretionary bonuses, options are awarded to certain
staffs according to the assessment of individual performance.
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PROSPECT

As majority of the Group’s revenues are contributed by
operations in Macau, Macau's economy will have significant
impact on the future performance of the Group. The Group
considers that the prospect of Macau over the near to medium
term are excellent given its infrastructural development
become more mature and this can be supported by the strong
growth of Macau’s gaming industry in 2010.

In March 2010, the Macau government announced that the
total number of gaming tables in Macau would be capped
at 5,500 in the next three years. The Group expects that this
policy would limit the competition among the gaming industry
in Macau and thus enhance the future development of the
operations in Lan Kwai Fong and the gaming promotion
business.

Despite Hong Kong movie market situation remained
unfavourable, the development of China movie market
created new opportunities for the industry. Although the film
productions of the Group are substantially decreased in
these few years, the Group will continue on utilising its well
established network and solid experience in the market to
produce and distribute high quality films. By investing in the
newly formed joint venture company, China Star Film Group
Limited which is engaged in production and distribution of
films, with KH Investment, the Group can reduce the working
capital tied up in the film production and distribution business
and spread out the business risks involved.

Looking ahead, the Group will diversify into the property
development market in Macau. Both the Macau Land and the
Sites to be acquired and develop by the Group are located
in superb locations. These investments will further grasp the
business opportunities of the economic development of Macau
especially in the sectors of tourism and property and expect to
have positive contribution to the Group in the next few years.
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Mr. HEUNG Wah Keung, aged 62, is the Chairman of the
Company. He is the husband of Ms. Chen Ming Yin, Tiffany,
Vice Chairman of the Company. He has over 30 years of
experience in the entertainment and multimedia industries. He
was the founder of Win’s Entertainment Limited (“Win’s”) and
One Hundred Years of Film Company Limited (“One Hundred
Years”), which produces films recommended by audiences
and distributors around the world. He is also the vice-chairman
of Hong Kong Kowloon and New Territories Motion Picture
Industry Association Limited. Mr. Heung was appointed as an
executive director of the Company in 1996.

Ms. CHEN Ming Yin, Tiffany, aged 54, is the Vice Chairman
of the Company. She is the wife of Mr. Heung Wah Keung
and has over 25 years of experience in the entertainment and
multimedia industries. Ms. Chen has produced a number of
blockbuster films for Win’s and One Hundred Years. In 2003,
she was selected as one of 2003 Women in Entertainment —
International Power by The Hollywood Reporter. Ms. Chen was
appointed as an executive director of the Company in 1996.

Ms. LI Yuk Sheung, aged 43, is an executive director of
the Company. She has more than 10 years experience of
management in the entertainment and multimedia industries.
She is responsible for the overall operations, and is familiar
with the Group’s system. Ms. Li was appointed as an executive
director in 2001.

Mr. HUNG Cho Sing, aged 70, is an independent non-
executive director of the Company. He has over 30 years
of experience in the film distribution industry and founded
Delon International Film Corporation in 1970. He has been the
chairman of Hong Kong Kowloon and New Territories Motion
Picture Industry Association Limited since 1991 and was the
chairman of Hong Kong Film Awards Association from 1992 to
1995. Mr. Hung was appointed by the HKSAR Government as
a member of the Hong Kong Film Development Council since
2007. He was also appointed as a director of the China Film
Association since 2009. Mr. Hung was appointed as a non-
executive director in 1996.

Mr. HO Wai Chi, Paul, aged 59, is an independent non-
executive director of the Company. He is the sole proprietor
of Paul W. C. Ho & Company, Certified Public Accountants
(Practising), and is an associate of the Institute of Chartered
Accountants in England and Wales, United Kingdom and
a fellow of the Hong Kong Institute of Certified Public
Accountants. Mr. Ho was appointed as a non-executive
director in 1996.
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Mr. LEUNG Hok Man, aged 48, is an independent non-
executive director of the Company. Mr Leung read law at
the University of East London before completing the Legal
Practice Course at the College of Law, York. After having
admitted as a solicitor of the High Court of Hong Kong in
1999, he has moved into the field of intellectual property. He
is currently an in-house solicitor at an international patent
and trademark agency firm. He has substantial experience in
intellectual property practice. Mr. Leung was appointed as an
independent non-executive director in 2007.

PROFILES OF SENIOR MANAGEMENT

Mr. NG Cheuk Fai, aged 53, is the general manager of the
Company. Mr. Ng is well versed in the Macau gaming market
and is responsible for providing updated market information as
to the trend, the move as well as the performance of various
market practitioners in Macau. Mr. Ng joined the Group in
2008.

Ms. LI Yee Mei, aged 48, is the Talent and PR Controller of the
Group, has 30 years of experience in entertainment business
and culture industry. Ms. Li joined the Group in 1996.

Ms. TSANG Anna, aged 46, is the Manager-Legal
Administration Department of the Group. She has 15 years
of experience in the TV and film industry and with extensive
knowledge and expertise in all legal aspects relating to
production, distribution and copyright enforcement. Ms. Tsang
joined the Group in 1999.

Mr. WAI Kai Fai, aged 48, has served as the Group’s Film
Consultant since 2000. He has produced and directed films
and television drama series for more than 20 years, many of
which earned awards and were screened at international film
festivals. Mr. Wai’'s “Look Back with Anger” and “The Greed of
Man” were hugely popular television drama series attracting
over 100 million viewers when they were on air. His recent
feature films “Needing You”, “Love On A Diet”, “Fat Choi
Spirit”, "My Left Eye Sees Ghosts”, “Love For All Seasons”,
“Running On Karma”, “Fantasia”, “The Shopaholics”, “Mad
Detective” and “Written By” have earned a total of over
HK$200 million dollars.

Ms. WONG Shuk Han, Dorothy, aged 45, is the Financial
Controller, Qualified Accountant and Company Secretary
of the Company. She graduated from the City Polytechnic
University with a bachelor degree in Accountancy in 1990.
She is a member of the Hong Kong Institute of Certified Public
Accountant. Prior to her employment with the Group, she
worked with an international accounting firm for over 10 years.
Ms. Wong is primarily responsible for the supervision of the
Group’s accounting and financial reporting procedures and
internal control system. She joined the Group in 2001,
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CORPORATE GOVERNANCE PRACTICES

The board of directors of the Company (the “Board”) is
responsible for ensuring high standards of corporate
governance are maintained and for accounting to
shareholders. The Company has applied the principles and
complied with all the applicable code provisions of the Code
on Corporate Governance Practices (the “Code”) as set out in
Appendix 14 to the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”) for the year ended 31st December 2010, except for the
following deviation:

° Under the code provision A.4.1 of the Code, non-
executive directors should be appointed for a specific
term and subject to re-election. However, all the
independent non-executive directors are not appointed
for specific terms but are subject to retirement by
rotation and re-election at the annual general meeting
of the Company in accordance with the provision of
the Company’s Bye-laws. The Company considers that
sufficient measures have been taken to ensure that the
Company’s corporate governance practices are no less
exacting than those in the Code.

The Board will periodically review and improve the corporate
governance practices and standards of the Company with
a view to continuously improve the Company’s corporate
governance practices by assessing their effectiveness with
evolving standards to meet changing circumstances and
needs.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
as set out in Appendix 10 to the Listing Rules for securities
transactions by directors of the Company. All the members of
the Board have confirmed, following specific enquiry by the
Company, that they have complied with the required standard
as set out in the Model Code throughout the year ended
31st December 2010. The Model Code also applies to other
specified senior management of the Group.
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BOARD OF DIRECTORS

The Board represents shareholders of the Company in
managing the Company’s affairs. Members of the Board
are expected to maximize the investment return and the
Company'’s long-term value.

The Board comprises three executive directors and three
independent non-executive directors. There is no relationship
between members of the Board except that Mr. Heung Wah
Keung, the Chairman, is the husband of Ms. Chen Ming Yin,
Tiffany, the Vice Chairman of the Company. The names,
biographical details of the directors are set out in the “Profiles
of Directors and Senior Management” on pages 19 to 20
to the annual report. In addition, one of the independent
non-executive directors possesses appropriate professional

accounting qualifications and financial management expertise.

The Board includes a balanced composition of executive and
non-executive directors (including independent non-executive
directors) so that there is an independent element on the
Board, which can effectively exercise independent judgment,
and that non-executive directors should be of sufficient caliber
and number for their views to carry weight.

The Company has received from each of the independent
non-executive directors an annual written confirmation
of his independence pursuant to Rule 3.13 to the Listing
Rules. The Company considers all of the independent non-
executive directors are independent. The independent non-
executive directors are explicitly identified in all corporate
communications.

While at all times the Board retains full responsibility for
guiding and monitoring the Company in discharging its duties,
certain responsibilities are delegated to various standing
committees of the Board including Finance Committee,
Audit Committee, Nomination Committee and Remuneration
Committee, and the Vice Chairman and the senior management
of the Company.
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The types of decisions which are reserved to be taken by the
Board include:

1. matters relating to conflict of interest for a substantial
shareholder or a director of the Company;

2. formulation of the Company’s policies relating to the
overall strategic direction and strategic plans, key
business and financial objectives, dividend policy or
entering into contracts involving significant capital
acquisition or expenditure;

3. financial controls, compliance and risk management
for the approval of annual operating and capital
expenditure budgets, the Company’s financial
statements, published reports, price-sensitive
announcements and other disclosure required under
the Listing Rules or other statutory requirements;

4. changes to the Company’s capital structure, including
reductions of share capital, share buy-backs or issue of
new securities;

5. major appointments or removal to the Board, the
Vice Chairman, the Company’s chief financial officer,
company secretary and external auditors;

6. changes to the terms of reference or membership of
any committee of the Board and the authority delegated
to the Vice Chairman and the senior management;

7. matters exceed the authorities of the Vice Chairman
and the senior management; and

8. the adoption, review and approval of changes
of the Corporate Governance Practice Manual of
the Company, the Code of Ethics and Securities
Transactions entered into by the directors and other
specified senior management of the Group, group
legal policy (if any) and group system control and risk
management policy.
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FROEFERTTRAEEBER (HAPERRERFES
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EEns

Name of director

Number of board meetings attended

During the year, ten full board meetings (of which four
were regular board meetings) were held and the individual
attendance of each director is set out below:

HEESEERAHY &

Attendance rate

D=
Heung Wah Keung

BR B 2
Chen Ming Yin, Tiffany

=y
Li Yuk Sheung

HIEE
Hung Cho Sing

&=

Ho Wai Chi, Paul

REX
Leung Hok Man

ARREERERBAMECERRRITERGER
BRUGETNEAEERRFZARERHRE - XA
EXTARREREREREE ST HR - LR KE
KBRS ERREBHBREER -

ARNREFHRERUARAPBRRZ2EME  LMA
RE - ALFRERETRUER REABRAERRER
BAMEFERTHES -

AABZEMEREETEL 2BRIANAFIREL
BB [ B RERMBEIA -

10 100%
10 100%
10 100%
10 100%
10 100%
10 100%

The directors of the Company are responsible for the
preparation of financial statements of the Group which give a
true and fair view, and are prepared in accordance with the
relevant statutory requirements and applicable accounting
standards in force, and are published in a timely manner. The
directors of the Company are also responsible for selecting
and applying on a consistent basis suitable accounting
policies and ensuring timely adoption of Hong Kong
Accounting Standards and Hong Kong Financial Reporting
Standards.

The directors of the Company acknowledge their responsibility
for preparing the financial statements of the Company and
report that the Company has announced its annual and interim
results in a timely manner after the end of the relevant period,
as laid down in the Listing Rules.

A statement by the auditors of the Company about their
reporting responsibilities is set out in the “Independent
Auditors’ Report” on pages 42 to 44 to the annual report.
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CHAIRMAN AND VICE CHAIRMAN

The roles of Chairman and Vice Chairman are separate and
not performed by the same individual to ensure that there is a
clear division of responsibilities at the board level to entail a
balance of power and authority.

The Chairman is responsible for leadership of the Board, for
ensuring that the Board functions effectively, and for ensuring
communication of the views of the Board to the public. In
performing this role, the Chairman’s responsibilities include
chairing meetings of the Board; ensuring the board meetings
receive accurate, complete, timely and clear information
concerning affairs of the Company; ensuring constructive
relations between executive and non-executive directors;
formulating for discussion and decision, questions which
have been moved for the consideration of the Board; ensuring
that all directors are properly briefed on issues arising at
board meetings; acting as liaison between the Board and
management; in consultation with the Vice Chairman and the
company secretary or his/her designated delegates, drawing
up and approving the agenda for each board meeting taking
into account, where appropriate, any matters proposed by
the other directors for inclusion in the agenda; and at least
annually hold meetings with non-executive directors (including
independent non-executive directors) without the presence of
the executive directors.

The Vice Chairman is primarily responsible for recommending
policy and strategic directions for Board approval;
implementing the strategies and policies adopted by the
Board; and conducting the day-to-day operation of the
Company.

TERMS OF NON-EXECUTIVE DIRECTORS

Code provision A.4.1 of the Code requires that non-executive
directors should be appointed for a specific term and should
be subject to re-election. The independent non-executive
directors of the Company are not appointed for specific terms
but are subject to retirement by rotation and re-election at
least once every three years in accordance with the provision
of the Company’s Bye-laws. As such, the Company considers
that sufficient measures have been taken to serve the purpose
of this code provision. Each of the non-executive directors has
remunerated at HK$120,000 per year.
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REMUNERATION COMMITTEE

The Remuneration Committee comprises two independent
non-executive directors, namely Mr. Hung Cho Sing and
Mr. Leung Hok Man, and an executive director, namely Ms.
Chen Ming Yin, Tiffany. Ms. Chen Ming Yin, Tiffany is the
chairman of the Remuneration Committee. The Remuneration
Committee is principally responsible for formulating and
making recommendation to the Board on the Group’s policy
and structuring for all remuneration of the directors of the
Company and the senior management of the Group. The terms
of reference of the Remuneration Committee are available on
the website of the Company.

The Remuneration Committee shall meet at least once a
year or as requested by the director responsible for human
resources function.

In determining the emolument payable to directors, the
Remuneration Committee takes into consideration factors such
as salaries paid by comparable companies, time commitment
and responsibilities of the directors, employment conditions
elsewhere in the Group and the desirability of performance-
based remuneration.

During the year, the Remuneration Committee met once to
review the remuneration packages of the staff of the Group. All
the committee members attended the meeting.

NOMINATION COMMITTEE

The Nomination Committee comprises one executive director,
namely Mr. Heung Wah Keung, and two independent non-
executive directors, namely Mr. Hung Cho Sing and Mr.
Leung Hok Man. Mr. Heung Wah Keung is the chairman of
the Nomination Committee. The terms of reference of the
Nomination Committee shall make available to the public on
request.

The main function of the Nomination Committee is, having
regard to the independence and quality of nominees, to
make recommendations to the Board as to ensure that all
nominations are fair and transparent.
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The chair, in consultation with the person responsible for

human resources and the secretary of the Nomination
Committee, should be primarily responsible for drawing up
and approving the agenda for each Nomination Committee
meeting. The chair, with the assistance of the secretary, shall
ensure that all members shall receive sufficient information in a
timely manner to enable effective discussion at the Nomination
Committee meeting. The chair shall, with the assistance of the
person responsible for human resources, brief all members
on issues arising at each Nomination Committee meeting. The
secretary shall circulate the draft and final versions of the
minutes of meetings and reports of the Nomination Committee
to all members for comments and records within a reasonable
time after each meeting, subject to any legal or regulatory
restrictions restricting such circulation or the making of such
reports. The chair shall report in the forthcoming regular
board meeting any key decisions made and shall table before
the Board an index of meetings and issues discussed. The
secretary of the Nomination Committee shall record minutes of
all duly constituted meetings of the Nomination Committee. In
the selection process, the Nomination Committee shall make
reference to criteria including experience in the industry,
professional and education background and commitment in
respect of available time.

The re-election procedure set in the Company’s Bye-laws
provides that every director shall be subject to retirement by
rotation at the annual general meeting at least once every
three years. A retiring director shall be eligible for re-election.

AUDIT COMMITTEE

The Audit Committee comprises three independent non-
executive directors, namely Mr. Hung Cho Sing, Mr. Ho Wai
Chi, Paul and Mr. Leung Hok Man. Mr. Ho Wai Chi,
is the chairman of the Audit Committee. The composition

Paul

and members of the Audit Committee complies with the
requirements under Rule 3.21 to the Listing Rules. The terms
of reference of the Audit Committee are available on the
website of the Company.
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The main function of the Audit Committee is to assist the Board
to oversee the financial reporting system, risk management
and internal control procedures and the internal and external
audit functions. The Audit Committee annually assesses
the appointment of the external auditor, taking into account
the quality and rigor of the audit, the quality of the audit
service provided, the audit firm’s quality control procedures,
relationships between the external auditors and the Company,

and the independence of the external auditors.

During the year, two Audit Committee meetings were held and
the individual attendance of each member is set out below:
HESBERHE HER

Attendance rate

&S
Ho Wai Chi, Paul

HIEE
Hung Cho Sing

REX

Leung Hok Man
EREEQCHESMERAEREAQAINBZEEERN
HEBZERER ZIS&TTMWZ HRA RBE A
RREEAHRFE NNEE REREENUBERESE
e FR- %V%@E\@ g%L&W%%@EE& S5 —fH
HERARARNAZABEEREETFERY -EF
@ﬁ%%*ﬁéé@Z?&% CURBRBEREFEEER
BRARDRARRZANERHZETFER - BRE
ERRNAFBRRZ TBEE BREEGEE_Z
ZEPHBRER _E-EFFRERTEFSMBMZ

2 100%
2 100%
2 100%

The Audit Committee has reviewed with senior management
and the Company’s external auditor their respective audit
findings, the accounting principles and policies adopted by
the Company, legal and regularly compliance, the internal
controls, risk management and financial reporting matters.
During the year, the Audit Committee has selected and
recommended to the Board for appointment of a professional
firm to conduct an annual review on the Company’s internal
control system. The Board agreed with the recommendation
of the Audit Committee and passed the resolution to appoint
HLB Hodgson Impey Cheng Consultants Limited to conduct
an annual review on the Company’s internal control system.
To monitor the integrity of the financial statements of the
Company, the Audit Committee has reviewed the 2010 interim
report and 2010 annual report before their submission to the

Board.
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AUDITORS’ REMUNERATION

During the year, the Company engaged Messrs. HLB Hodgson
Impey Cheng to perform audit related services only. Audit fees
of approximately HK$979,000 was incurred for the year.

INTERNAL CONTROLS

The Board is responsible for overseeing the Group’s internal
control system and to ensure that a sound and effective
internal control system is maintained. The Board is responsible
for approving and reviewing internal control policy while
the responsibility of day-to-day management of operational
risks and implementation of mitigation measures lies with the
management. As the internal control system is designed to
manage the Group’s risks within an acceptable risk profile,
rather than to eliminate the risk of failure, and to achieve
the business objectives of the Group, it can only provide
reasonable assurance but not absolute assurance against
material misstatement of management and financial information
and records or against financial losses or fraud.

Key control procedures of the Group’s internal control system
are as follows:

° Segregation of duties and functions of the respective
operational departments of the Group

° Monitoring the strategic plan and performance

° Designing an effective accounting and information
system

° Controlling price-sensitive information

The Board has established an on-going process for identifying,
evaluating and managing the significant risks faced by the
Group and this process includes updating the internal control
manual when there are changes to business environment or
regulatory guidelines.

The Board has conducted an annual review of the
effectiveness of its internal control system covering all material
controls,

including financial, operational and compliance

as well as risk management. Besides the Group has also
engaged HLB Hodgson Impey Cheng Consultants Limited (the

“Consultant”) to conduct review and make recommendations .

system.
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The review by the Consultant is conducted with reference
to the principles outlined in Internal Control and Risk
Management — A Basic Framework issued by the Hong Kong
Institute of Certified Public Accountants. The assessment
covers the major internal controls and measures, including
financial, operational and compliance as well as risk
management. Any material non-compliance or failures in
internal controls maintained by the Group’s management and
relevant recommendations for improvements are reported to
the Audit Committee.

Based on the assessments made by the Consultant, the Audit
Committee and the Board considered that the key areas of the
Group’s internal control system are reasonably implemented
with room for improvement. The Group shall use its best
endeavour to implement the recommendations made by the
Consultant in order to further improve the internal control
system.

COMMUNICATION WITH SHAREHOLDERS
AND INVESTOR RELATIONS

To enhance transparency, the Company endeavours to
maintain an on-going dialogue with shareholders and investors
through a variety of communication channels.

The annual general meeting is used as an opportunity to
communicate with all shareholders. The Company is also
committed to providing clear and full performance information
in its annual report, interim report and press releases. The
Company also maintains a website at www.chinastar.com.hk or
www.irasia.com/listco/hk/chinastar, where detailed information
of the Company’s business developments, operations, financial
and other information are posted.
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The directors are pleased to submit their report together with
the audited financial statements of the Company and the
Group for the year ended 31st December 2010.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding
and the Group is principally engaged in film production,
distribution of film and television drama series, investing in
operations which receive profit streams from the gaming
promotion business and property and hotel investment.

The activities of its principal subsidiaries and associates
are set out in notes 49 and 50 to the financial statements
respectively.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31st December
2010 are set out in the consolidated income statement and
consolidated statement of comprehensive income on pages 45
and 46 respectively.

The directors do not recommend the payment of a final
dividend for the year ended 31st December 2010.

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the
Group for the last five financial years ended 31st December
2010 is set out on page 196.

PROPERTY, PLANT AND EQUIPMENT,
INTERESTS IN LEASEHOLD LAND AND
INVESTMENT PROPERTIES

Details of movements during the year in the property, plant
and equipment, interests in leasehold land and investment
properties of the Group are set out in notes 17 ~ 18 and 19 to
the financial statements respectively.

SHARE CAPITAL AND WARRANTS

Details of movements during the year in the share capital and
warrants of the Company are set out in note 34 to the financial
statements.
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RESERVES

Movements during the year in the reserves of the Group are
set out in the consolidated statement of changes in equity on
page 50. Movements during the year in the reserves of the
Company are set out in note 35 to the financial statements.

DISTRIBUTABLE RESERVES

Distribution reserves of the Company amounted to
approximately HK$332,153,000 as at 31st December 2010
(2009: HK$253,785,000).

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31st December 2010, turnover attributable
to the five largest customers of the Group accounted for
approximately 96% of the Group’s turnover and turnover
attributable to the Group’s largest customer accounted for
approximately 76% of the Group’s turnover.

For the year ended 31st December 2010, purchases
attributable to the five largest suppliers of the Group were less
than 30% of the Group’s purchases.

None of the directors, their associates or any shareholders
(which to the knowledge of the directors owned more than 5%
of the Company’s issued share capital) had any interests in
the Group's five largest customers or five largest suppliers.
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DIRECTORS

The directors of the Company during the year and up to the
date of this report were:

Executive directors:

Mr. Heung Wah Keung
Ms. Chen Ming Yin, Tiffany
Ms. Li Yuk Sheung

Independent non-executive directors:

Mr. Hung Cho Sing
Mr. Ho Wai Chi, Paul
Mr. Leung Hok Man

Under Bye-law 99(A) of the Company’s Bye-laws, Mr. Ho Wai
Chi, Paul shall retire by rotation at the forthcoming annual
general meeting and, being eligible, offer himself for re-
election.

The term of office for each independent non-executive director
is the period up to his retirement by rotation in accordance
with the Company’s Bye-laws.

No director proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company or
any of its subsidiaries which is not determinable within one
year without payment of compensation (other than statutory
compensation).

RELATED PARTY TRANSACTIONS

The Group entered into certain transactions with parties
regarded as “Related Parties” under applicable accounting
principles. These mainly relate to transactions entered into by
the Group in the ordinary course of business, negotiated on
normal commercial terms and on an arm'’s length basis. Details
are set out in note 48 to the financial statements.

The transactions also constituted “Connected Transactions”
under the Listing Rules, as identified below.
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CONNECTED TRANSACTIONS

On 29th April 2009, Bestjump Holdings Limited, a wholly
owned subsidiary of the Company, entered into a sale and
purchase agreement with Ms Chen, an executive director and
a substantial shareholder of the Company, in respect of the
acquisition (the “Acquisition 1") of the entire equity interest
of Modern Vision (Asia) Limited and Reform Base Holdings
Limited (collectively referred as the “Target Companies”) and
outstanding loans in an aggregate amount of HK$750,810,007
due by the Targeted Companies to Ms. Chen at an aggregate
consideration of HK$900,000,000 (subject to adjustment). The
major assets of the Target Companies are their aggregate 75%
equity interests in Over Profit International Limited. Over Profit
International Limited indirectly owned 100% beneficial interest
in a lot of land, namely “Lote C7 do Plano de Urbanizacédo da
Baia do Praia Grande”, located in Nam Van Lakes Zone, at
Avenida Doutor Stanley Ho. The Acquisition | is regarded as a
connected transaction pursuant to Chapter 14A of the Listing
Rules. Details of the Acquisition | are set out in the Company’s
circular dated 17th August 2009.

The independent non-executive directors confirm that the
terms of the agreement of the Acquisition | are fair and
reasonable and the Acquisition | is in the interests of the
Company and its shareholders as a whole. The Acquisition |
was approved by independent shareholders on 3rd September
2009 and has not been completed up to the reporting date.

On 23rd December 2010, Triumph Top Limited, a wholly
owned subsidiary of the Company (the “Purchaser”), the
Company, Sociedade de Turismo e Diversdées de Macau,
S.A. (the “Vender”) and Mr. Heung Wah Keung, a director of
the Company entered into a conditional agreement pursuant
to which the Vender has conditionally agreed to sell and the
Purchaser has conditionally agreed to purchase the property
leasehold right held by the Vender under the leasehold
granted by the Macau Government over Lot 6B, Lot 6C, Lot
6D and Lot 6E, located in Macau at Zona de Aterros do Porto
Exterior (ZAPE) (the “Sites”) (and the inherent transfer to the
Purchaser of the legal title of the Sites) at a consideration
of HK$550,000,000 (the “Acquisition”). The Acquisition
constitutes a very substantial acquisition and a connected
transaction of the Company under the Listing Rules and thus is
subject to the approval of the independent shareholders of the
Company in a special general meeting to be convened by the
Company.
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DIRECTORS’ INTERESTS IN ‘CONTRACTS OF
SIGNIFICANCE

The Acquisition | as set out in Connected Transactions
constitutes a contract of significance of Ms. Chen, the
executive director and substantial shareholder of the Company
as Ms. Chen is the vendor in the Acquisition I.

Other than as disclosed above, no contracts of significance to
which the Company or any of its subsidiaries was a party and
in which a director of the Company had a material interest,
whether directly or indirectly, subsisted at the end of the year
or at any time during the year.

DIRECTORS’ INTERESTS IN SHARES AND
UNDERLYING SHARES

As at 31st December 2010, the interests of the directors and
their associates in the shares and the underlying shares of
the Company and its associated corporations, as recorded
in the register (“Register of Interests”) maintained by the
Company pursuant to Section 352 of the Securities and
Futures Ordinance (the “SFQ”) or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
were as follows:

1. AAFEBRER 1. Interests in ordinary shares of the Company
R
ERil=g
FrERAEE Approximate
EEHE 51 Number of percentage of
Name of director Capacity shares held interests held
A28 58 5 A REEEZER 246,852,025 5.69
(T 4]
Mr. Heung Wah Keung Interest of controlled
(“Mr. Heung”) corporation
PR 22+ XEEE 2 ER 246,852,025* 5.69
Ms. Chen Interest of controlled
corporation
FiiERE AFE All interests stated above represent long positions.
* I E MR ) & 246,715,000 B 9 B (A % 4 R R & + * These shares are held as to 246,715,000 shares by Heung

2 B2 H150% F50% M & 7 A BlHeung Wah Keung
Family Endowment Limited$5 %5 % 137,0258% i% {5 B R
TERMAEED R ESEHEBE0%RA0%ERZNAZE
BRARFER -
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Wah Keung Family Endowment Limited (a company owned
as to 50% by Mr. Heung and as to 50% by Ms. Chen) and as
to 137,025 shares by Dorest Company Limited (a company
beneficially owned as to 60% by Ms. Chen and as to 40% by
Mr. Heung).
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EE RO EBROERS (& DIRECTORS’ INTERESTS IN SHARES AND
UNDERLYING SHARES (Continued)

2, BEXATRRGZER 2. Rights to acquire shares in the Company
(a)  BBARE (a) Share options
RZE—ZEF+-_A=+—H XRFE As at 31st December 2010, the directors of
EHEEUTERARERARRND 2B the Company had interests in share options to
fefgtiEs subscribe for shares in the Company granted as
follows:
HATEZBRES R ZEBROHE

Number of underlying shares comprised in the
outstanding share options

JiiEeT: £
BEA BALAE
BRTEE BEEER EEER Approximate
ESHF fTHE#  Exercise price Direct Deemed @8  percentage of
Name of director Exercisable period per share interest interest Total interest held
(Hizte) (Fiita)
(note ¢) (note d)
BT
HK$
5% & 16.07.2002 - 15.07.2012 62.852 3,023 3,023 6,046
Mr. Heung 17.07.2003 - 16.07.2013 20.670 6,240 6,240 12,480
9,263 9,263 18,526 0.00
(Hiita) (Hiita)
(note a) (note a)
Rt 16.07.2002 - 15.07.2012 62.852 3,023 3,023 6,046
Ms. Chen 17.07.2003 - 16.07.2013 20.670 6,240 6,240 12,480
9,263 9,263 18,526 0.00
(Hiito) (Hiztn)
(note b) (note b)
FEERL 16.07.2002 - 15.07.2012 62.852 30,298 - 30,298
Ms. Li Yuk 17.07.2003 - 16.07.2013 20.670 62,396 - 62,396
Sheung 13.05.2010 - 12.05.2011 0.144 19,327,275 - 19,327,275
19,419,969 - 19,419,969 0.45
Fii R AR All interests stated above represent long

positions.
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EgZHﬁﬁ&*ﬁEﬁﬂﬁﬁ%é(/wg DIRECTORS’ INTERESTS IN SHARES AND
UNDERLYING SHARES (Continued)
2, BERQNARGZER(E) 2. Rights to acquire shares in the Company (Continued)
(a)  FERRE(E) (a)  Share options (Continued)

st - Notes:
a. W EERERRL T (Mt ZBRB) a. These share options are held by Ms. Chen, the
BE MEERLERAERILEE spouse of Mr. Heung. Mr. Heung is therefore
& A o deemed to be interested in these share

options.

b. EERERRNEERE RatH b. These share options are held by Mr. Heung.
B REB L SHERERER Ms. Chen is therefore deemed to be interested

in these share options.

c. TEREELEEERES BRAK - c. The exercisable period commenced on the
date of grant of the relevant share options.

d. FRABKRTEZEREZITEERH d. The exercise prices and numbers of options
BERFRZAHEKEMTUHE - which remained outstanding during the year
have been adjusted due to completion of rights

issue during the year.

(b)  ARANGTETS ATHRRER (b)  Convertible notes to be issued by the Company
TRBRRBESRZ
HEARDEE s
Number of ERal g ok
underlying shares Approximate
EEHE comprised in the percentage of
Name of Director convertible notes interests held
R 2z + 700,000,000 16.15
Ms. Chen
Al 5 & 700,000,000* 16.15
Mr. Heung
FaigEREE AT A o All interests stated above represent long
positions.
* WEBBRMEELTES - Al * These underlying shares are held by Ms. Chen.
AEERBERLERBROTES Mr. Heung is therefore deemed to be interested
S o in these underlying shares.
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ESZRORMEERGERE (&)

2. BERQNARGZER(E)
(c)  RREZE

BEEpA

Name of Director
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DIRECTORS’ INTERESTS IN SHARES AND
UNDERLYING SHARES (Continued)

2. Rights to acquire shares in the Company (Continued)

(c) Warrants

ERARERMY
k2 HBROHE
Number of underlying

FrismEs
BAOLLAE
Approximate
shares comprised percentage of

in the warrants interests held

BR 2z 4
Ms. Chen

F:s
Mr. Heung

LS ERTR -

* ZER R YD & $29,475,795( A A
AIRBREEHMEERRZLTH A
£ H150% &% 50% .2 A AlHeung Wah
Keung Family Endowment Limited#¥
B 28,5901 AN A A R MR 4 T B BR &
T R A% ED B E &= % A60%K%40%
BaHZ N2 EERAREA -

BERFHEBN R-T-BE+-A=+—H0 B
2% BT T 20 80 AR A P BB K A AR R
B2ME AARNEFRESARABRME L HRA
T WAL T A AE (R B R B RN
I ) SEXVAR) 2 108 15 4R BB AR 45 8 35 o i A 4E 0
R HAR -

B L RSN AR B HE AT E DR R EFEAREM
BETE2REMNLZE  REARRZEE KEZE
BERAMIBE 2 FRAIFEEARD A RAFMEAMEAE
MR R E T M -

29,504,385" 0.68

29,504,385" 0.68

All interests stated above represent long
positions.

These underlying shares are held as to
29,475,795 warrants of the Company by
Heung Wah Keung Family Endowment Limited
(a company owned as to 50% by Mr. Heung
and as to 50% by Ms. Chen) and as to 28,590
warrants of the Company by Dorest Company
Limited (a company beneficially owned as
to 60% by Ms. Chen and as to 40% by Mr.
Heung).

Other than as set out above, as at 31st December 2010, none
of the directors or chief executives of the Company or their
associates had any interests or short positions in any shares,
underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
SFO) as recorded in the Register of Interests or as otherwise
notified to the Company and the Stock Exchange pursuant to
the Model Code.

Save as disclosed above, at no time during the year was
the Company or any of its subsidiaries a party to any
arrangements to enable the directors of the Company or the
spouse or children under 18 years of age of such director, to
acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.
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SHARE OPTION SCHEMES

Particulars of the Company’s share option schemes, details
of movements in the share options to subscribe for shares of
HK$0.01 each in the Company granted under the share option
schemes and the fair value of the share options are set out in
note 47 to the financial statements.

SUBSTANTIAL SHAREHOLDERS

As at 31st December 2010, the register of substantial
shareholders maintained by the Company under Section 336 of
the SFO showed that, other than the interests disclosed above
in respect of certain directors, the following shareholders had
an interest of 5% or more in the issued share capital of the
Company:

FEREEI LAY
FERANEERAHA Approximate
Number of shares percentage of

or underlying shares held interests held

KEBREREBRRA
Eternity Investment Limited

Riche (BVI) Limited

Simple View Investment Limited

Heung Wah Keung
Family Endowment Limited

Lt R

o

iy

LR EE
Interest of controlled
corporation

REEE R
Interest of controlled
corporation

EGEA

Beneficial owner

ExfiEA

Beneficial owner

It 55 A8 {7 2 fSimple View Investment Limited# 4 ©

BEXFBEESN R-E-FF+=A=t-8 &
ARLFENEHETE A THAARTE EITRAEY

UL EET TR
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821,881,081* 18.96
821,881,081* 18.96
821,881,081 18.96
276,190,795 6.37

All interests stated above represent long positions.

*

These shares are held by Simple View Investment Limited.

Other than as disclosed above, the Company had not been
notified of any other interests or short positions representing
5% or more of the Company’s issued share capital as at 31st
December 2010.
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RETIREMENT BENEFITS SCHEMES

Particulars of the retirement benefits schemes of the Group are
set out in note 16 to the financial statements.

PURCHASE, SALE AND REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s listed securities
during the year ended 31st December 2010.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set
up by the Remuneration Committee on the basis of their merit,
qualifications and competence.

The emoluments of the directors of the Company are decided
by the Remuneration Committee, having regard to the
individual performance and comparable market statistics.

The Company has adopted a share option scheme as an
incentive to directors and eligible employees, details of the
scheme is set out in note 47 to the financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s Bye-laws, or the laws of Bermuda, which would
oblige the Company to offer new shares on a pro-rata basis to
existing shareholders.

CORPORATE GOVERNANCE

The Company is committed to maintaining a high standard of
corporate governance practices. Information on the corporate
governance practices adopted by the Company is set out in
the “Corporate Governance Report” on pages 21 to 30 to the
annual report.
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PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the directors, the
Company has maintained the prescribed amount of public float
during the year and up to the date of this report as required
under the Listing Rules.

EVENTS AFTER THE REPORTING PERIOD

Details of the significant events occurring after the reporting
period are set out in note 51 to the financial statements.

AUDITORS

The financial statements of the Company have been audited
by Messrs. HLB Hodgson Impey Cheng who retire and, being
eligible, offer themselves for re-appointment as auditors of
the Company at the forthcoming annual general meeting. A
resolution for the re-appointment of Messrs. HLB Hodgson
Impey Cheng as auditors of the Company will be proposed at
the forthcoming annual general meeting.

On behalf of the Board
Heung Wah Keung
Chairman

Hong Kong, 25th March 2011
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Hodgson Impey Cheng

31/F Gloucester Tower
The Landmark

11 Pedder Street
Central

Hong Kong

TO THE SHAREHOLDERS OF
CHINA STAR ENTERTAINMENT LIMITED
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of
China Star Entertainment Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set
out on pages 45 to 195 which comprise the consolidated
and company statement of financial position as at 31st
December 2010, and the consolidated income statement,
the consolidated statement of comprehensive income
the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended,
and a summary of significant accounting policies and other
explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS
The directors of the Company are responsible for the
preparation of the consolidated financial statements that give
a true and fair view in accordance with Hong Kong Financial
Reporting Standards issued by the Hong Kong Institute of
Certified Public Accountants and the disclosure requirements
of the Hong Kong Companies Ordinance, and for such
internal control as the directors of the Company determine
is necessary to enable the preparation of the consolidated
financial statements that are free from material misstatement,
whether due to fraud or error.
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AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these
consolidated financial statements based on our audit and to
report our opinion solely to you, as a body, in accordance with
Section 90 of the Bermuda Companies Act, and for no other
purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report. We
conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified
Public Accountants. Those standards require that we comply
with ethical requirements and plan and perform the audit to
obtain reasonable assurance as to whether the consolidated
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected
depend on the auditors’ judgement, including the assessment
of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making
those risk assessments, the auditors consider internal control
relevant to the entity’s preparation of the consolidated financial
statements that give a true and fair view in order to design
audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made
by the directors of the Company, as well as evaluating the
overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is

sufficient and appropriate to provide a basis for our audit
opinion.
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OPINION

In our opinion, the consolidated financial statements give a
true and fair view of the state of affairs of the Company and
of the Group as at 31st December 2010 and of the Group’s
profit and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards and have
been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

HLB Hodgson Impey Cheng
Chartered Accountants
Certified Public Accountants

Hong Kong, 25th March 2011
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ZETNF
2009
M it FHET
Notes HK$ 000
(B E5)
(Re-presented)
] Turnover 7 864,261 543,429
4 & AR Cost of sales (239,153) (98,810)
EF Gross profit 625,108 444,619
H A W Other revenue 8 25,293 10,104
H A U A Other income 9 27,802 55,088
THRAX Administrative expenses (455,812) (236,101)
5 HE R R B TR Marketing and distribution expenses (5,810) (9,514)
AR 22 IR Share-based payment expenses (8,238) (8,039)
DEAFIEEE SR Gain arising on change in fair
EEATEEZY value of financial assets classified as
E A2 held for trading 28,707 15,622
WEMERNTFEEES Gain arising on change in fair
EEZmT value of investment properties 19 12,270 19,652
ERAEE2EER Impairment loss recognised in respect
A E A of goodwill 21 (8,975) (40,278)
EBEETREZDHER Impairment loss recognised in respect
B E B of film rights 26 (1,339) -
EREFREEZCHER Impairment loss recognised in respect
DEREY SR of intangible assets 22 (197,973) -
gl Profit from operations 41,033 251,153
BLE R AR Finance costs 10 (15,695) (22,272)
JE 15 B 2 1 A 18 Share of losses of associates 24 1) (14)
FHARKAMBRERAS Gain/(loss) arising on change in fair
2R EE AT EE value in respect of conversion options
BEES R (BE) embedded in convertible notes receivable 882 (31,565)
HEMBARZER Loss on disposal of subsidiaries 44 - (30,059)
R 75 A1 g A Profit before taxation 11 26,219 167,243
TIE X 35 Taxation charge 12 (1,392) (2,848)
F &% A Profit for the year 24,827 164,395
AT AT RELh Attributable to:
VN/NEIE RSN Owners of the Company (8,083) 204,388
e AR R A Non-controlling interests 32,910 (39,993)
24,827 164,395
SR (ER) BF (Loss)/earnings per share 14
AR Basic HKcents(0.24) HKcents 22.04
AL gl
BE Diluted HKcents(0.24) HKcents 19.53

BEMT < P SEB AR I TR KR 2 — 7B -
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BE-Z—ZF+-A=1+—HILFE For the year ended 31st December 2010
—2-2: WL IE:
2010 2009
FHERT FHET
HK$’ 000 HK$’ 000
(B E5)
(Re-presented)
F 2 % A Profit for the year 24,827 164,395
Htt2EEKA Other comprehensive income
BREBINEBEE 2 Exchange differences arising on translation
MEHZR of foreign operations 171) 39
HEEZSREEY Fair value adjustment on available for sale
NEEBEAE financial assets - 9,800
FEEMEERA Other comprehensive income for the year 171) 9,839
FEEZARRALBE Total comprehensive income for the year 24,656 174,234
ATALREEZEWALLELE :©  Total comprehensive income attributable to:
ZAN/NEIE Z=DN Owners of the Company (8,254) 214,227
e IR Non-controlling interests 32,910 (39,993)
24,656 174,234
‘»
.
i o
a®
3 Xy O. o
‘%ZMTﬁT%EEJLI:%E\ﬁ%ﬁ%Z—%B@ o The accompanying notes form an integral part of these
-Q- 4 consolidated financial statements.
¢‘.
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% & W % ik 3 & Consolidated Statement of Financial Position
RZE—FF+=-A=+—H At 31st December 2010

—EENF
2009
iz FAET
Notes HK$'000
kRBEE Non-current assets
W - HEERERME Property, plant and equipment 17 721,381 773,254
e s Interests in leasehold land 18 464,731 484,333
REYHE Investment properties 19 73,580 61,310
Bk Goodwill 21 - 8,975
mEEE Intangible assets 22 791,232 989,205
FE UL AT A A% B R Convertible notes receivable 23 - 20,015
OB & N A Interests in associates 24 7,985 -
2,058,909 2,337,092
REBEE Current assets
EASY Inventories 25 1,657 1,091
BRI Film rights 26 21,321 22,914
BUHEREF Films in progress 27 19,038 19,238
Z 5 AR Trade receivables 28 69,337 105,428
e  BNREREAM Deposits, prepayments and other
FE YR IE receivables 29 441,059 396,968
FERATMBREERNE 2 Conversion options embedded in
% Hf convertible notes receivable 23 - 10,908
BIEEEKREA Held for trading investments 30 94,050 97,641
JE g B 42 N B FRIE Amounts due from associates 31 13,714 16,435
TR A Prepaid tax 180 1,100
He MIRITHEH Cash and bank balances 625,827 173,188
1,286,183 844,911
DEARBELEZEAE Assets classified as held for sale 33 - 8,272
1,286,183 853,183
HEE Total assets 3,345,092 3,190,275
BAR#E Capital and reserves
& 75 Share capital 34 43,340 22,965
&% Reserves 2,259,435 2,052,157
RAREB AR Equity attributable to owners of
the Company 2,302,775 2,075,122
e Non-controlling interests 277,181 244,271
48R Total equity 2,579,956 2,319,393

ANNUAL REPORT 4E & 2010
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% & M %k 3 & Consolidated Statement of Financial Position
N-Z—F&F+—-F=+—H At 31st December 2010

—E-FF —TTAF
2010 2009
W&t FHET FAET
Notes HK$’000 HK$’000
ERBER Non-current liabilities
HRITHEE - —FEEH Bank borrowings — due after one year 36 450,000 178,275
AEREES Obligation under finance lease 37 201 305
Al E i Convertible notes 38 - -
RIEFIEGE Deferred tax liabilities 39 88,063 86,682
538,264 265,262
FEaE Current liabilities
RITEX Bank overdraft - 178,764
BITIEE——F A E Bank borrowings — due within one year 36 50,000 232,631
REHEER Obligation under finance lease 37 96 96
B 5 ENIRR Trade payables 40 25,038 21,426
EUWEZS - EETIEE Rk Deposits received, accruals
H & )08 and other payables 41 60,470 132,201
&~ — B B & A /)RR Amount due to an associate 42 25,766 -
JE {5 FE T AR A 2 AR SR 3 IE Amounts due to non-controlling interests 42 65,502 40,502
226,872 605,620
EEAHE Total liabilities 765,136 870,882
BREREERE Total equity and liabilities 3,345,092 3,190,275
RBEERE Net current assets 1,059,311 247,563
BREERRBES Total assets less current liabilities 3,118,220 2,584,655

RIB——F=A-+hHHBEFSHAERRET
B HTIEFRRES

Approved and authorised for issue by the Board of Directors
on 25th March 2011 and are signed on its behalf by:

DX ELZES
Heung Wah Keung Chen Ming Yin, Tiffany
BE EF
Director Director

B’EWZMT‘H%EXM:% FEMBmERZ D -

The accompanying notes form an integral part of these
consolidated financial statements.



B % Ik I # Statement of Financial Position

R-ZE—ZF+-F=+—H At 31st December 2010

—ETNF
2009
BiaE FAET
Notes HK$’000
kRBEE Non-current assets
M B A B = Interests in subsidiaries 20 1,965,158 2,048,957
U AT A A% B R Convertible notes receivable 23 - 20,015
1,965,158 2,068,972
RBEE Current assets
JiE U B B8~ B 3R Amounts due from subsidiaries 20 166,174 105,075
JEW AT R BIBRANE 2 Conversion options embedded in
% HR convertible notes receivable 23 - 10,908
JRE U Bt 25 R B3R Amounts due from associates 31 7,864 -
Re - BAZREREA Deposits, prepayments and other
FE YR IE receivables 29 804 468
R & MIRTTH 84 Cash and bank balances 395,529 94,342
570,371 210,793
wEE Total assets 2,535,529 2,279,765
BAR#E Capital and reserves
[N Share capital 34 43,340 22,965
G Reserves 35 2,394,525 2,104,868
AAREEA Equity attributable to owners
FEfhfER of the Company 2,437,865 2,127,833
kRBEE Non-current liabilities
JE A< B /&8 1 R R IE Amounts due to subsidiaries 20 83,695 133,061
IR &8 Convertible notes 38 - -
83,695 133,061
FEBaE Current liabilities
EWEZS - EETIEE & Deposits received, accruals and
H b I 5RIA other payables 41 13,969 18,871
13,969 18,871
EEHE Total liabilities 97,664 151,932
REREBEHARE Total equity and liabilities 2,535,529 2,279,765
REBEEFE Net current assets 556,402 191,922
HEERARBEE Total assets less current liabilities 2,521,560 2,260,894

RZE——F=F-_t+HHBEEeELEMTZ Approved and authorised for issue by the Board of Directors

YARTIHIEEREREE

on 25th March 2011 and are signed on its behalf by:

6 58 PR BA 2
Heung Wah Keung Chen Ming Yin, Tiffany
BF BF
Director Director

BEMT < MR R S A = 2 — 2615 o The accompanying notes form an integral part of these
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B fE % B)) & Consolidated Statement of Changes in Equity

HE-Z-ZF+-A=+—HILFE For the year ended 31st December 2010

HRBRE TR 0% ERRE 5
R%  ROEE  HAB#  EXGE  EEEE JREBE  FHBE  EGEE  EMBE  dEEE  Remd Nt FERER it

Financial
Share-based ~ Convertible  Properties assets Capital Non-
Share Share  Contributed  Exchange  Statutory  payment notes revaluation  revaluation  reduction  Retained controlling
15E The Group capital ~ premium surplus reserve reserve reserve reserve reserve reserve reserve  eamings  Subdotal interests Total

ThL Thn Thn ThL Thn ThL ThL ThL - Thn ThL Thn Thr Thn
HKS000  HKS'000  HKS000  HKS'000 HKODO  HKS000  HKS'000  HKS000  HKSOOD  HKS000  HKEOOD  HKS000  HKSO000  HKS'000
Wga) (W) (B B9 (WEe)  (BE) (bR BB (B
(note &) (note b) (note ¢) (note o) (note ¢) (note f) note g) (note h) (note i)

WZFENE-A-1 At 1st January 2009 26,612 100,649 878319 1020 - 53,666 32,665 5330 (35,762) 316,008 004 1418711 84264 1702975
Erge Exchange aignment - - - % - - - - - - - ki - ki
TltezenaE Fair value adjustment on
LATEERE avalable forsale financial assets - - - - - - - - 9800 - - 9800 - 9,800
ERRHRENA Other comprefensive income for the year - - - ki - - - - 9800 - - 98% - 9839
FR4Ef/(58) Profiloss) for the year - - - - - - - - - S A3 204388 (39993)  1643%
ERRENAEE Total comprehensive income fo the year - - - ki - - - - 9600 B T TV (30093) 17423
HEHBLARER Release on disposel of subsilaries - - - - - - - - %96 - - %5962 - %5962
BERREEREAIR Issue of shares under ope offer and
Bikh bonus issue 212891 (100,282) (59.392) - - - - - - - - 53223 - 53223
BhTERRE Issue of convertiole notes - - - - - - 23546 - - - - 546 - 546
BATARSENEDL Recogniton of defered tax upon issue
i of convertible notes - - - - - - 3,885) - - - - (3885) - (3.885)
ShUaREE Conversion of convertible notes 000 190672 - - - - (B E - - B R -
SATARZERER, Released of deferred tax upon conversion
3] of convertble notes - - - - - - 375 - - - - 3753 - 3753
BHURRER Redemption o convertble notes - - - - - - (019 - - - 8726) (4674 - (%7H)
BOTARZERERY Released of defered tax upon redemption
i of convertble notes - - - - - - 5,354 - - - - 5,354 - 5,354
RERH Placement of shares 0079 195659 - - - - - - - - - MBI - MBI
BikHAL Share ssuing expenses - (2424) - - - - - - - - - (2424) - (2424
RIS UBR Share-based payment expenses - - - - - 8039 - - - - - 8039 - 8039
EERE Exercise of share optons 491 16,460 - - - (3796) - - - - - 13155 - 13155
EhvER Expiry ofshare aptions - - - - - (5%) - - - - 53 - - -
el Capital reducton (287,114) B TAN - - - - - - - - - - -
E4ke Divicend pad - - - . . - - . - S @) ]
WFENETZA=1-A At 31st December 2009 2,95 400734 1,056,041 1,059 - 57,376 - 5330 - 316,008 215609 2075122 24m 2319393
Ro3-%£-7-8 and 1st January 2010
EXBE Exchange allgnment - - - (171) - - - - - - - (171) - (1n)
ERAMRENL Qther comprehensive income for the year - - - (1m) - - - - - - - (171) - (1m1)
FE(8E) /87 (Loss)profi for the year - - - - - - - - - - (6083) 8,083) 32910 24807
EErEhAE Total comprehensive income for he year - - - (171) - - - - - - (8083) (8254 3910 24,65
WA 23R Share-based payment expenses - - - - - 82% - - - - - 82% - 82%
ikERE Bercise of share options 28 10367 - - - 1,399) - - - - - 9502 - 9502
RERH Piacement of shares 5400 020 - - - - - - - - - 75,600 - 75,600
EilhA% Share issing expenses - (1899) - - - - - - - - - (1899) - (1699)
Bhiss Expiry of share options - - - - - (4.249) - - - - 4043 - - -
. REREARE Issue of shares under righs issue a6 130018 - - - - - - - - B VS B Y
. [l GRS £ Exercise o sted warranis 1 1 - - - - - - - - - 2 - 2
8 ERTHRRR Transfer o statuory reserve - - - - 259 - - - - - (259) - - -
ﬁ&?%%ﬂ%ﬁﬁ Released on disposal of investment properties - - - - - - - (5330) - - 5330 - - -
. H-F-3542 En‘i‘ -f At 31st December 2010 43340 609,421 1,096,041 888 259 59,978 - - - 316,008 216840 2302775 et 257995
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—ZEFE+=H=+—HIEE For the year ended 31st December 2010

Under the Companies Act 1981 of Bermuda (as amended), the
share premium 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 brought forward
represents the balance transferred from the capital account
due to the capital reduction effective on 10th September
2002 and various capital reduction subsequently. Under the
Company Act 1981 of Bermuda (as amended), the contributed
surplus account 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 (ii) the realisable value of its assets would thereby be
less than the aggregate of its liabilities and its issued share
capital and share premium.

Exchange reserve represents exchange differences relating
to the translation of the net assets of the Group’s foreign
operations from their functional currencies to the Group’s
presentation currency (i.e. Hong Kong dollars) are recognised
directly in other comprehensive income and accumulated in the
exchange reserve. Such exchange differences accumulated in
the exchange reserve are reclassified to profit or loss on the
disposal of the foreign operations.

In accordance with the provisions of Macau Commercial
Code, the Company’s subsidiaries incorporated in Macau are
required to transfer a minimum of 25% of the annual net profits
to a statutory reserve until that reserve equals 50% of the
nominal value of their capital. The statutory reserve may not be
distributed in the form of cash dividends or otherwise, during
the life of the companies.

Share-based payment reserve represents the fair value of
services estimated to be received in exchange for the grant of
the relevant share options over the relevant vesting periods,
the total of which is based on the fair value of the share options
at grant date. The amount for each period is determined by
spreading the fair value of the share options over the relevant
vesting period (if any) and is recognised as staff costs and
related expenses with a corresponding increase in the share-
based payment reserve.
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BE-Z—ZF+-A=1+—HILFE For the year ended 31st December 2010

Wi - (%)

)

REFBEHER ([FEGER]) B2 /2
TR 25/ MEBETZABRKREERINY
RERE D RABES D REREN > TALKRK
AFEEERAELD (A FEEDERER
TABRBRRBEZTSMNREE)  METHAE
REHRABEH D 2 AFEEME 2 ZRBERNE
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Notes: (Continued)

()

(M

Under Hong Kong Accounting Standard (“HKAS”) 32 Financial
Instruments. Presentation, convertible 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 similar non-
convertible debts 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 notes reserve until the
convertible notes are either converted (in which case it is
transferred to share premium) or the convertible notes are
redeemed (in which case it is released directly to retained
earnings).

The properties revaluation reserve relates to property
reclassified from owner-occupied to investment properties. For
such reclassifications, the accumulative increase in the fair
value of the properties at the date of reclassification in excess
of any previous impairment losses is included in the properties
revaluation reserve.

The financial assets revaluation reserve represents
accumulated gains and losses arising on the revaluation of
available-for-sale investments that have been recognised in
other comprehensive income, net of amounts reclassified to
profit or loss when those investments have been disposed of or
are determined to be impaired.

The capital reduction reserve 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$0.05
each in 1998. Pursuant to a resolution passed by the directors
pursuant to Bye-law 129 of the Company’s Bye-laws, the
capital reduction reserve shall be applicable for meeting claims
on or liabilities of the Company or contingencies or for paying
off any loan capital or for equalising dividends or for any other
purpose to which the profits of the Company may be properly
applied.
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—ZThF
2009
it FHET
Notes HK$’000
REXEBABZRERE CASH FLOWS FROM OPERATING ACTIVITIES
B B A1 5 Profit before taxation 26,219 167,243
AT ZIEFEFE Adjustments for:
B H Interest expenses 15,695 22272
B A Interest income (3,177) (2,950)
ME - EENREEES Depreciation and amortisation of property,

& b2 I B % B 8 plant and equipment and leasehold land 108,264 45,837
PERFHIEEEZ 2R Gain arising on change in fair

BEZATEEY value of financial assets classified

EEZmT as held for trading (28,707) (15,622)
wEWMEZ N TFEE Gain arising on change in fair value of

BB ELZE T investment properties (12,270) (19,652)
EAEREY & iy Gain on redemption of convertible notes - (17,254)
REEE ER AT RRER Gain on early redemption of

2 convertible notes receivables (26,983) -
ERAEWITRRERAS (Gain)/loss arising on change in fair value in

2R 2 N EE respect of conversion options embedded

BHELEZ CEF) EE in convertible notes receivable (882) 31,565
B oRWERR ZBESBE Impairment loss on trade receivables - 30
B AR e K H A R IE Impairment loss on deposits paid and

ZREEIE other receivables - 4,311
EHEE D MRRE Impairment loss recognised in respect

B8 of goodwill 8,975 40,278
AHEETRE DER Impairment loss recognised in respect

BAEEE of film rights 1,339 -
FHBVEEZERER Impairment loss recognised in respect

BEEE of intangible assets 197,973 -
HEWE  HERREZ Loss/(gain) on disposal of property,

B8, CaF) plant and equipment 713 (9,760)
HEMBARZEE Loss on disposal of subsidiaries - 30,059
H 5 I HAth fE U Reversal of impairment loss on trade and

FRIE 2 R B S 18 B 5 other receivables (14) (119)
BN E ARIRIEZ Reversal of impairment loss on amount

RE I 18 1 due from associates - (25,179)
JE(REEZ N R E 18 Share of losses of associates 1 14
LARR D 245 2 SRIBR X Share-based payment expenses 8,238 8,039
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ZETNF
2009
o iF FHET
Notes HK$'000
EEESBER LY Operating cash flows before movements

ReRE in working capital 295,384 259,112
FEE M Increase in inventories (566) (692)
B hR R Decrease in film rights 254 6,839
BUWERBEIM D () Decrease/(increase) in films in progress 200 (859)
Z 5 RBERERFOR D (1 m) Decrease/(increase) in trade receivables 36,091 (36,033)
e BB REAER Decrease in deposits, prepayments and

FIE R other receivables 10,923 19,381
JIE Wik & X B IR Decrease in amounts due from

B associates 2,721 8,744
B 5 FE T BRFE m Increase in trade payables 3,612 22,874
EUWEES - EFTIEE & (Decrease)/increase in deposits

H g )08 received, accruals and other payables

CR4) /48 (71,731) 25,972
JE AT — R B 2 R B FRIE G N Increase in amount due to an associate 25,766 -
FEAT SRR E AR R Increase in amounts due to non-controlling

IR AN interests 25,000 -
EEELECZES Cash generated from operations 327,654 305,338
BRE(BH) MIE Tax refund/(paid) 909 (676)
REEBEEZRSRE Net cash generated from operating

activities 328,563 304,662
BREEXEKZRERE CASH FLOWS FROM INVESTING ACTIVITIES
2 FE Interest received 1,965 462
WHER &N A = Acquisition of interests in associates 24 1) (14)
BB D R FIE Advance to associates (7,985) -
WEMRBAR RE& Rk Acquisition of subsidiaries

ReZEMEEFFE) (Net cash and cash equivalent) 43 - 560
B ERS Deposits paid for investment (55,000) (360,000)
HESHEARELEEE Net proceeds from disposal of assets

Z TS RIRF R classified as held for sale 8,272 -
HENBARBEEER Proceeds from disposal of financial

ZeBMBEEBNIEAE assets classified as held for trading 44,085 714
HEWE - 2B B Proceeds from disposal of property,

Fri35A plant and equipment 804 11,200
HEME R B ATERIE Proceeds from disposal of subsidiaries 44 - 25,382
BASHEARKEESR Purchase of financial assets classified

2 BRVEE as held for trading (11,787) (57,020)
AW - WENEE Purchases of property, plant and equipment

REE T and leasehold land (38,306) (300,030)
HE o] FE U A #R AR SR 1R Redemption of convertible notes receivable 60,000 -
FE 12 I 2 R R (B 1R FUE Repayment from non-controlling interests - 183,750
REATBRKRER (BERZ) Subscription of convertible notes

(including expenses) - (60,000)
REXKEE (FTA) Net cash generated from/(used in) investing
ReFE activities 2,047 (554,996)
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ZETNF
2009
H st FHET
Notes HK$’000
METHZ2HRESRE CASH FLOWS FROM FINANCING ACTIVITIES
2RFE Interest paid (15,695) (27,342)
B E Dividends paid - (20,790)
FTIEIRTTE R New bank loan raised 500,000 240,000
BITIRD TS RIE Proceeds from issue of shares 144,464 53,223
T £ R AR & P15 RIE Proceeds from exercise of listed warrants 2 -
Bl & AR 49 15 5018 Proceeds from placing of shares 75,600 205,738
T IR IR R PR 15 R IR Proceeds from exercise of options 9,502 13,155
BT R EBER TS HIE Proceeds from issue of convertible notes - 200,000
M EERmERERBE 2 Proceeds from inception of obligation
F1SRIA under finance lease - 482
8 [0 AT 3R AR =B Redemption of convertible notes - (168,000)
EERMEHEER Repayment of obligation under
finance lease (104) (81)
BERITER Repayment of bank loans (410,906) (212,561)
R EEITR X Share issuing expenses (1,899) (2,424)
METBHEEZ Net cash generated from
BEFEH financing activities 300,964 281,400
HERRESEHEEREM Increase in cash and cash equivalents 631,574 31,066
FzReRBLEEER Cash and cash equivalents at the
beginning of the year (5,576) (36,681)
IEERBEIHE Effect of foreign exchange rate changes (171) 39
FHRZ2EER Cash and cash equivalents at the end of
HeEEER the year
RekREEEEE Cash and cash equivalents 32 625,827 (5,576)

BEMT 2 PHEE R U H A M mEKR < —#B10
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CHINA STAR ENTERTAINMENT LIMITED

B R & A R A HE

& Notes to the Financial Statements
Z2-E-FF+-F=1+—HIFE For the year ended 31st December 2010

GENERAL

The Company is incorporated in Bermuda as an
exempted company with limited liability and its issued
shares are listed on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). The addresses of the
registered office and head office and principal place of
business of the Company are Canon’s Court, 22 Victoria
Street, Hamilton HM12, Bermuda and Unit 3409, Shun
168-200 Connaught Road
Central, Hong Kong respectively.

Tak Centre, West Tower,

The consolidated financial statements are presented
in Hong Kong dollars, which is also the functional
currency of the Company and all values are rounded
to the nearest thousand (HK$'000) except otherwise
indicated.

The principal activities of the Group are film production,
distribution of film and television drama series, investing
in operations which receive profit streams from the
gaming promotion business and property and hotel
investment.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”)

In the current year, the Group has applied, for the first
time, the following new and revised standards and
interpretations (collectively referred to as the “new and
revised HKFRSs”) issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA"),
are effective for the Group’s financial year beginning

which

1st January 2010. A summary of the new and revised

HKFRSs adopted by the Group is set out as follows:

HKFRSs (Amendments) ~ Amendments to HKFRS 5 as part of
Improvements to HKFRSs 2008

HKFRSs (Amendments) Improvements to HKFRSs 2009

HKAS 27 (Revised) Consolidated and Separate Financial

Statements
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HE-Z—ZTF+-A=1+—HILFE For the year ended 31st December 2010

2. ﬂg H %ﬁ Y = 1|é} E]' E 5% /\7_]‘ 7’]’% 2. APPLICATION OF NEW AND REVISED
ﬁ%ﬁ,ﬁﬂ (r%;ﬁ,\jﬁﬁﬁ%z;ﬁ_ HONG KONG FINANCIAL REPORTING
EUJ) ( § STANDARDS (“HKFRSs”) (Continued)
BB EREIFR BRERETIER HKAS 39 (Amendments)  Eligible Hedged ltems

(BFTAK)
BB B RE &R HELIRMEZBINRE HKFRS 1 (Amendments)  Additional Exemptions for first-time
F15% (B3I A) adopters
BB HRE LD BRRME B EREER HKFRS 1 (Revised) First-time Adoption of Hong Kong
E1% (B153T) Financial Reporting Standards
BRHBREES EENBREEEZ ARG HKFRS 2 (Amendments)  Group Cash-settled Share-based
FHo%E (BRI A) YRHIERH Payment Transactions
BB BHREER £BAH HKFRS 3 (Revised) Business Combinations
EREACSE S
575 (BRI B#RE ABEAADREELBE HK(IFRIC) - Int 17 Distributions of Non-cash Assets
REZE®) to Owners
-REBE1TH
E5 (BB BHRE HES (BRMBRS HK(IFRIC) - Int 4 Amendment to HK(IFRIC) - Int 4
RAEZE®) REZER)-REF4N Amendment Lease - Determination of the
—REE4R (BITA) [HE-EraEtinEE Length of Lease Term in respect of
ZHEH 2B Hong Kong Land Leases
% (ARG BERSE 2B BRRR-THER HK(IFRIC) - Int 5 Presentation of Financial Statements
HEZER) BEERBERER - Classification by the Borrower
—REBEN ZIERAHDE of a Term Loan that Contains a
Repayment on Demand Clause
BRTXATHBEEIN WA REIETEENE Except as disclosed below, the adoption of the new
HEEATEHALEEZASBTEHEB 2 and revised HKFRSs has no material effect on the
BB REEERATE - consolidated financial statements of the Group for the

current or prior accounting period.
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2.

R REETEBYE
BEEA ((BBIEREE
all) (%)

BEANERESERNESR (ZEENFLBIE
Bast]

ZRBEBEGRY BV BKRESENEIFR (=
TENFE RFANCHERRKERSR A=
E-TFE-A-Bd B 2EBEH - HERE
FERNFANNEBEHZAE-

EREBMBHREEUNEIR (ZFTT/\FE)
ZHEWMT

. BRMBREENFEIR (CTTNFL
B AFEENGBERX S REEFEF
ZRE s (AT [ D8RR ) - BV
NPEEINFERESDERBESTZ
AR AEFERE -

. BREMBHRELENFEISR (ZTTNFLE
FMERERBCRARERZGHE
Ko ZERERTR - REBAEXNEA
RELESBREANEAER T8RN
BHRARERE  ERHKEREZLH
BIAMEEEERE - RIEBEERTER
FEREENKRERZAFEEFE K
BREREREZRE  WERARTRA
BRANKER P2 WEEBEIHEMRE
ENEI(REAKERHRE12[EA) A
B TAKGEEEERE - A EME R
BRENERARIEREEXRE &
RIRz R o

2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)
HKFRS 3 (as revised in 2008) Business
Combinations

HKFRS 3 (as revised in 2008) has been applied in the
current year prospectively to business combinations
of which the acquisition date is on or after 1st January
2010 in accordance with relevant transitional provisions.
Its application has affected the accounting for business
combinations in the current year.

The impact of the application of HKFRS 3 (as revised in
2008) is as follows:

° HKFRS 3 (as revised in 2008) allows a choice on a
transaction-by-transaction basis for the measurement
of non-controlling interests at the date of acquisition
(previously referred to as ‘minority’ interests) either
at fair value or at the non-controlling interests’ share
of recognised identifiable net assets of the acquiree.

° HKFRS 3 (as revised in 2008) changes the
recognition and subsequent accounting requirements
for contingent consideration. Previously contingent
consideration was recognised at the acquisition
date only if payment of the contingent consideration
was probable and it could be measured reliably;
any subsequent adjustments to the contingent
consideration were always made against the cost
of the acquisition. Under the revised standard,
contingent consideration is measured at fair value
at the acquisition date; subsequent adjustments to
the consideration are recognised against the cost of
acquisition only to the extent that they arise from new
information obtained within the measurement period
(a maximum of 12 months from the acquisition date)
about the fair value at the acquisition date. All other
subsequent adjustments to contingent consideration
classified as an asset or a liability are recognised in
profit or loss.
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

HKFRS 3 (as revised

in 2008) Business

Combinations (Continued)

HKFRS 3 (as revised in 2008) requires the
recognition of a settlement gain or loss when
the business combination in effect settles a pre-
existing relationship between the Group and the

acquiree.

HKFRS 3 (as revised in 2008) requires
acquisition-related costs to be accounted for
separately from the business combination,
generally leading to those costs being
recognised as an expense in profit or loss
as incurred, whereas previously they were
accounted for as part of the cost of the
acquisition.

The impact of adoption of HKFRS 3 (as revised
in 2008) on the acquisition during the current
period has been related to the acquisition-
related costs. It requires acquisition-related
costs to be accounted for separately from the
business combination. As a result, the Group
has recognised these costs as an expense in
profit or loss, whereas previously they would
have been accounted as part of the cost of the
acquisition. The acquisition costs in the current
period were insignificant.
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2. BAFHTREEITEEHE 2
HELR((ERUBREE
All) (&)

SR 42 5 A T A B B R AR 2 H AT
RAGEETRE - I RR -

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

The Group has not early applied the following new and
revised standards, amendments or interpretations that
have been issued but are not yet effective.

BEATEIREEL RZE—ZEFEHBZ HKFRSs (Amendments) Improvements to HKFRSs 2010'
(AT A) BAEVEREER
LU

BEGTHERF125E

ERXHR  WEREEE

HKAS 12 (Amendments)

Deferred Tax: Recovery of

(BFTK) Underlying Assets?

BB G ERIE24% BEALREE HKAS 24 (Revised) Related Party Disclosures?
(&183T)

BB QI ERE32% iR 58 HKAS 32 (Amendments) Classification of Rights Issues®
CHEN)

ERUBREED ERHBREED HKFRS 1 (Amendments) Limited Exemption from
F15 (BT A) EIRHERRBERE Comparative HKFRS 7

HBEF 2 BREHRS Disclosures for First-time
Adopters®

BRHBRE%ER REZHBERBER HKFRS 1 (Amendments) Severe Hyperinflation and
EAVACCHEN) RinE 51k E E B Ee Removal of Fixed Dates

for First-time Adopters®

ERHBREER RE-BEIRERES HKFRS 7 (Amendments) Disclosures — Transfer of
EXGACCHES) Financial Assets®

ERMBRELANES, SmMIA HKFRS 9 Financial Instruments’

B (BB BRE BRES Bk EMNTIE HK(IFRIC) - Int 14 Prepayments of a Minimum
REZES)-RE (Amendments) Funding Requirement?
F1435% (BET )

BE (BBREBRE NS THEHENBEES HK(IFRIC) - Int 19 Extinguishing Financial Liabilities

REZEE)-RE
5195

with Equity Instruments®
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)
! Effective for annual periods beginning on or after 1st

July 2010 and 1st January 2011, as appropriate

2 Effective for annual periods beginning on or after 1st
January 2012
3 Effective for annual periods beginning on or after 1st

January 2011

4 Effective for annual periods beginning on or after 1st
February 2010

5 Effective for annual periods beginning on or after 1st
July 2010

6 Effective for annual periods beginning on or after 1st
July 2011

7 Effective for annual periods beginning on or after 1st

January 2013

The directors of the Company has commenced their
assessments of the impact of the above new and
revised HKFRSs but it is not yet in a position to state
whether these new and revised HKFRSs would have a
material impact on the results and the financial position
of the Group.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

The principal accounting policies applied in the
preparation of these consolidated financial statements
are set out below. These policies have been
consistently applied to all the years presented, unless
otherwise stated.

The consolidated financial statements have been
prepared in accordance with all applicable HKFRSs,
which is a collective term that includes all applicable
individual HKFRSs, HKASs, and Interpretations issued
by the HKICPA and accounting principles generally
accepted in Hong Kong. In addition, the financial
statements include applicable disclosures required by
Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”) and by the Hong Kong

Companies Ordinance.
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3. FEESHHEME £Z) 3. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (Continued)

(a) mBLE%E (a) Basis of preparation
ZEGRAUBRRORE LK ANE D & The consolidated financial statements have been
Bl METIREMELRSH T AN TFE prepared under historical cost convention except
ERpE for certain investment properties and financial
instrument, which are carried at fair values.
(b) HZEEE (b)  Basis of consolidation

ZEAUBBRREBEADARARE (B
MEAR) FEHER (BESEREER)
MPBEHRE - ZHEARAAREE @
EROMBREERE  WEEEHNE

Flas -

FAMBBEREENBARZEETIBK
BEAARAHENEEHEZEMAY
(WER) R B WARIIE °

KERNRRRMZIABEARARS  BHREE
ERARARZRH 2 RERRETIREE
REESE RIFZRFRERBBEEAR

NEH - MERARZ G HRCERER
TR - AEREBAREEMRAZK
RE—2-

The consolidated financial statements
incorporate the financial statements of the
Company and entities (including special
purpose entities) controlled by the Company
(its subsidiaries). Control is achieved where the
Company has the power to govern the financial
and operating policies of an entity so as to
obtain benefits from its activities.

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

All significant inter-company transactions,
balances and unrealised gains on transactions
between group companies are eliminated
on consolidation. Unrealised losses are also
eliminated unless the transaction provides
evidence of an impairment of the asset
transferred. Accounting policies of subsidiaries
have been changed where necessary to ensure
consistency with the policies adopted by the
Group.
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3. FEEBNERMEE)

(b)

GEEE(E)
MEBRRINM IR E A RE MG
N FIE -

FEW e BES I E TR E
—EMBARZEHENENRAXBERE
RARBEEAREERES - AELL &
SEYCHERRSELBMER N _F
—TFE-F—HA FERESATERZ
BREBHAMBRARER 2 FERESR
ZBRBS  ENETHEAKREESEN
B EMIFEREEMARNORANE
£ UAEHBINREERZEHEER
BRI o

R-BE-—FF-H—AZHEZFEER
HENE LA Z B EZEE
TERAREHMERRREEHRE LA
SERMBLRIZHAEESEHAGA
BuERH - AEEER MIFRERER 2R
EEFEABRARRENME LR 2 AR
BE 28 FERESFLARRZS
BEEBNABBREBZAVERZEME
RERAERSTHEIRBETARAES
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(b)

Basis of consolidation (Continued)

Non-controlling interests in subsidiaries are
presented separately from the Group’s equity
therein.

Allocation of total comprehensive income to non-
controlling interests

Total comprehensive income and expense of
a subsidiary is attributed to the owners of the
Company and to the non-controlling interests
even if this results in the non-controlling interests
having a deficit balance. Prior to 1st January
2010, losses applicable to the non-controlling
interests in excess of the non-controlling
interests in the subsidiary’s equity were allocated
against the interests of the Group except to the
extent that the non-controlling interests had a
binding obligation and were able to make an
additional investment to cover the losses.

Changes in the Group’s ownership interests in
existing subsidiaries on or after 1st January 2010

Changes in the Group’s ownership interests in
subsidiaries that do not result in the Group losing
control over the subsidiaries are accounted for
as equity transactions. The carrying amounts
of the Group’s interests and the non-controlling
interests are adjusted to reflect the changes in
their relative interests in the subsidiaries. Any
difference between the amount by which the
non-controlling interests are adjusted and the
fair value of the consideration paid or received
is recognised directly in equity and attributed to
owners of the Company.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(b)

Basis of consolidation (Continued)

Changes in the Group’s ownership interests in
existing subsidiaries on or after 1st January 2010
(Continued)

When the Group loses control of a subsidiary,
the profit or loss on disposal is calculated as
the difference between (i) the aggregate of
the fair value of the consideration received
and the fair value of any retained interest and
(ii) the previous carrying amount of the assets
(including goodwill), and liabilities of the
subsidiary and any non-controlling interests.
Where certain assets of the subsidiary are
measured at revalued amounts or fair values
and the related cumulative gain or loss has been
recognised in other comprehensive income and
accumulated in equity, the amounts previously
recognised in other comprehensive income
and accumulated in equity are accounted for
as if the Company had directly disposed of the
related assets (i.e. reclassified to profit or loss
or transferred directly to retained earnings).
The fair value of any investment retained in
the former subsidiary at the date when control
is lost is regarded as the fair value on initial
recognition for subsequent accounting under
HKAS 39 Financial Instruments: Recognition
and Measurement or, when applicable, the cost
on initial recognition of an investment in an
associate or a jointly controlled entity.

Changes in the Group’s ownership interests in
existing subsidiaries prior to 1st January 2010

Increases in interests in existing subsidiaries
were treated in the same manner as the
acquisition of subsidiaries, with goodwill or
a bargain purchase gain being recognised
where appropriate. For decreases in interests in
subsidiaries, regardless of whether the disposals
would result in the Group losing control over
the subsidiaries, the difference between the
consideration received and the adjustment to the
non-controlling interests was recognised in profit
or loss.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(b) Basis of consolidation (Continued)

Investments in subsidiaries are included in the
Company’s statement of financial position at
cost, less any identified impairment loss.

(c) Business combinations

Business combinations that took place on or
after 1st January 2010

Acquisitions of businesses are accounted for
using the acquisition method. The consideration
transferred in a business combination is
measured at fair value, which is calculated as
the sum of the acquisition-date fair values of
the assets transferred by the Group, liabilities
incurred by the Group to the former owners of
the acquiree and the equity interests issued
by the Group in exchange for control of the
acquiree. Acquisition-related costs are generally
recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets
acquired and the liabilities assumed are
recognised at their fair value at the acquisition
date, except that:

° deferred tax assets or liabilities and
liabilities or assets related to employee
benefit arrangements are recognised and
measured in accordance with HKAS 12
Income Taxes and HKAS 19 Employee
Benefits respectively;

° liabilities or equity instruments related
to share-based payment transactions
of the acquiree or the replacement of
an acquiree’s share-based payment
transactions with share-based payment
transactions of the Group are measured
in accordance with HKFRS 2 Share-based
Payment at the acquisition date; and

° assets (or disposal groups) that are
classified as held for sale in accordance
with HKFRS 5 Non-current Assets Held
for Sale and Discontinued Operations
are measured in accordance with that
standard.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(c) EBast(E) (c) Business combinations (Continued)

RZFE—FF—F—HF#T2EBEEG Business combinations that took place prior to
1st January 2010

W B TR A RE S AAR o WIEK Acquisition of businesses was accounted for

KERGEBMGBRTZEE - FNES I using the purchase method. The cost of the

Ez8E URAEEREHHRKEARR acquisition was measured at the aggregate

s TAE ATEBE  SNELKS of the fair values, at the date of exchange, of

HEEZEREZEMEANTE - HIKEAR assets given, liabilities incurred or assumed,

BAEBRERAGGEZIRREE ABL and equity instruments issued by the Group

FAREE —RURER 2 AFEERER - in exchange for control of the acquiree, plus
any costs directly attributable to the business
combination. The acquiree’s identifiable assets,
liabilities and contingent liabilities that met the
relevant conditions for recognition were generally
recognised at their fair value at the acquisition
date.

(d) REZ AT ZRE (d) Investment in associates

BN B EH T EASE An associate is an entity over which the investor

e BHGIIEAMBLATRNE Loy has significant influence and that is neither a

I o subsidiary nor an interest in a joint venture.

RERRZRE BEERABNEESS
FOEMAREMBRERA - RIFESEE
REERBZRETIRRASHRAEER D
HBMERRZBEFERKBRZZEH
B OREACEAREBERIING S BB
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NEZE—FEBEER - BIDEBBRERER
RERERIRAE HENLEBECHK
ZEFERMEE B ERRKRZHE QR A
ZHRIARR

The results and assets and liabilities of

associates are incorporated in these
consolidated financial statements using the
equity method of accounting. Under the equity
method, investments in associates are carried
in the consolidated statement of financial
position at cost as adjusted for post-acquisition
changes in the Group’s share of the net assets
of the associates, less any identified impairment
losses. When the Group’s share of losses of
an associate equals or exceeds its interest
in that associate (which includes any long-
term interests that, in substance, form part of
the Group’s net investment in the associate),
the Group discontinues recognising its share
of further losses. An additional share of loses
is provided for a liability is recognised only to
the extent that the Group has incurred legal or
constructive obligations or made payments on

behalf of that associates.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(d)

Investment in associates (Continued)

Any excess of the cost of acquisition over
the Group’s share of the net fair value of the
identifiable assets, liabilities and contingent
liabilities of the associate recognised at the date
of acquisition is recognised as goodwill. The
goodwill is included within the carrying amount
of the investment and is assessed for impairment
as part of the investment.

Any excess of the Group’s share of the net fair
value of the identifiable assets, liabilities and
contingent liabilities over the cost of acquisition,
after reassessment, is recognised immediately in
profit or loss.

The requirements of HKAS 39 are applied to
determine whether it is necessary to recognise
any impairment loss with respect to the Group’s
investment in an associate. When necessary,
the entire carrying amount of the investment
(including goodwill) is tested for impairment in
accordance with HKAS 36 Impairment of Assets
as a single asset by comparing its recoverable
amount (higher of value in use and fair value
less costs to sell) with its carrying amount,
Any impairment loss recognised forms part
of the carrying amount of the investment. Any
reversal of that impairment loss is recognised
in accordance with HKAS 36 to the extent
that the recoverable amount of the investment
subsequently increases.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(d)
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& D)

(d)

Investment in associates (Continued)

From 1st January 2010 onwards, upon disposal
of an associate that results in the Group losing
significant influence over that associate, any
retained investment is measured at fair value at
that date and the fair value is regarded as its fair
value on initial recognition as a financial asset
in accordance with HKAS 39. The difference
between the previous carrying amount of the

PERBEENEE  AAEEJRESE associate attributable to the retained interest
ZEREEFABEZEERARHNUER and its fair value is included in the determination

Hit2mBRARERNMASE - Bt
Wi E XA AEREME2HKERER
%Eﬁﬁﬂgi%ﬁ“*ﬁﬁﬂj%ﬁﬁﬁéﬁiﬁﬁ
ZBRmk - AIARKRERERESZHER
AZEARER SEZZBEEFOIER
ERRR(ERBHMHBEAE) -

of the gain or loss on disposal of the associate.
In addition, the Group accounts for all amounts
previously recognised in other comprehensive
income in relation to that associate on the same
basis as would be required if that associate
had directly disposed of the related assets or
liabilities. Therefore, if a gain or loss previously
recognised in other comprehensive income by
that associate would be reclassified to profit
or loss on the disposal of the related assets or
liabilities, the Group reclassifies the gain or loss
from equity to profit or loss (as a reclassification
adjustment) when it loses significant influence
over that associate.

ESEEBUERASEE BHERARETR Where a group entity transacts with an associate
5 BReLEEHE HEULAEERE of the Group, profits and losses are eliminated to
Bl SRR 2R RR the extent of the Group’s interest in the relevant

associate.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(e)

Goodwill

Goodwill arising on an acquisition of a subsidiary
or an associate represents the excess of the cost
of acquisition over the Group’s interest in the
fair value of the identifiable assets, liabilities and
contingent liabilities of the relevant subsidiary
or associate at the date of acquisition. Such
goodwill is carried at cost less any accumulated
impairment losses.

Goodwill arising on an acquisition of a subsidiary
is presented separately in the statement of
financial position. Capitalised goodwill arising on
an acquisition of an associate is included in the
cost of the investment of the relevant associate.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(e)
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(e)

Goodwill (Continued)

For the purposes of impairment testing, goodwill
arising from an acquisition is allocated to each
of the relevant cash-generating units, or groups
of cash-generating units, that are expected to
benefit from the synergies of the acquisition.
A cash-generating unit to which goodwill has
been allocated is tested for impairment annually,
and whenever there is an indication that the
unit may be impaired. For goodwill arising on
an acquisition in a financial year, the cash-
generating unit to which goodwill has been
allocated is tested for impairment before the
end of that financial year. When the recoverable
amount of the cash-generating unit is less than
the carrying amount of the unit, the impairment
loss is allocated to reduce the carrying amount
of any goodwill allocated to the unit first, and
then to the other assets of the unit pro rata on
the basis of the carrying amount of each asset
in the unit. Any impairment loss for goodwill is
recognised directly in the consolidated income
statement. An impairment loss for goodwill is not
reversed in subsequent periods.

On subsequent disposal of a subsidiary or an
associate, the attributable amount of goodwill is
included in the determination of the amount of
profit or loss on disposal.



Bt % #t % [} 5 Notes to the Financial Statements

HE-Z—ZF+-A=1+—HILFE For the year ended 31st December 2010

3. FEEBNERMEE)

()

(9)

WREBEHUBZEVEETAENE
EZEE BEAFEEETESE A
SR BBHENRER - XFBVEE
ZRAEBRBEER ZAFEE-

RIRHERE  EEITREERFH &
MEETSFETRENALRRARE
REMRFHRERBRYIK -

BYEENHER B ERIHERL
BARREBESHREIUERER  BIUHHER
BYEAEMEEZEMNRER  DIREE
ISR FRAZBREERAE L ZRT
B YNAREEBUHHERR N IR ER

=
-
N\
s
s@'

EYRTBRACEEERMNRER -

EYMEZHEERREZ XN REXHE
BREKABBEER

BYTERIHEETERNERBEERED
BEBRRER
RIS - ERERBRA TR BRERE

WAR R HE RIS RERR

B BT 2 BB AT 7R 52 B 75 4 U R
BEAFIER T AR -

ANNUAL REPORT 4E$& 2010

3.

71

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

()

(9)

Intangible assets

Intangible assets acquired in a business
combination are identified and recognised
separately from goodwill where they satisfy the
definition of an intangible asset and their fair
values can be measured reliably. The cost of
such intangible assets is their fair value at the
acquisition date.

Subsequent to initial recognition, intangible
assets with indefinite useful lives are tested for
impairment annually and carried at cost less any
subsequent accumulated impairment losses.

An intangible asset is derecognised on disposal,
or when no future economic benefits are
expected from use or disposal. Gains and losses
arising from derecognition of an intangible asset,
measured as the difference between the net
disposal proceeds and the carrying amount of
the asset, are recognised in profit or loss when
the asset is derecognised.

Revenue recognition

Film distribution fee income is recognised when
the master materials have been delivered.

Sales of film rights are recognised when the
master films are delivered and the film title has
passed perpetually.

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

Service income, management fee income and
post-production service 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.
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(9)

Revenue recognition (Continued)

Interest income from financial asset is accrued
on a time basis by reference to the principal
outstanding and at the effective interest rate
applicable, which is the rate that exactly
discounts estimated future cash receipts through
the expected life of the financial asset to that
asset’s net carrying amount.

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

Revenue from hotel accommodation are
recognised upon the provision of the
accommodation services. Revenue from food
and beverage sales and other ancillary services
are recognised upon the provision of goods and
services.

Revenue arising from service provided for
gaming operations in mass market hall, slot
machine hall and VIP rooms is recognised when
the relevant services have been rendered and
the Group is entitled to the share of gaming wins
from the gaming operator.

Receive profit streams from the gaming
promotion business is recognised when the right
to receive profit is established.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(h)

Property, plant and equipment

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

The cost of an asset comprises its purchase
price and any directly attributable costs of
bringing the asset to its working condition
and location for its intended use. Expenditure
incurred after the property, plant and equipment
have been put into operation, such as repairs
and maintenance, is normally charged to the
income statement in the period in which it is
incurred. In situations where it can be clearly
demonstrated that the expenditure has resulted
in an increase in the future economic benefits
expected to be obtained from the use of the
property, plant and equipment, the expenditure
is capitalised as an additional cost of that asset.

All direct and indirect costs relating to
the construction of property, plant and
equipment, including borrowing costs during
the construction period are capitalised as
construction in progress. Construction in
progress is stated at cost less any recognised
impairment loss. Construction in progress
is classified to the appropriate category of
property, plant and equipment when completed
and ready for its intended use. Depreciation
of these assets, on the same basis as other
property assets, commences when the assets
are ready for their intended use.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(h)

(M

Property, plant and equipment (Continued)

Depreciation is provided to write off the cost of
items of property, plant and equipment (other
than construction in progress), using the straight
line method, over their estimated useful lives.
The principal annual rates are as follows:

2% — 5%
20% —33%
10% - 50%
18% —33%
15% - 20%

Buildings

Leasehold improvements
Furniture and fixtures
Machinery and equipment
Motor vehicles

No depreciation is provided on construction in
progress.

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

Interests in leasehold land

Interests in leasehold land represent prepaid
lease payment for leasehold land. Interests
in leasehold land are stated at cost less
accumulated amortisation and any accumulated
impairment losses. The costs of interests in
leasehold land are amortised on a straight-line
basis over the shorter of the relevant interests
in leasehold land or the operation period of
the relevant company. During the construction
period, the amortisation charge provided for the
interests in leasehold land is included as part of
cost of construction in progress.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

()]

Investment properties

Investment properties are completed properties
held to earn rentals and/or for capital
appreciation. On initial recognition, investment
properties are measured at cost, including any
directly attributable expenditure. Subsequent
to initial recognition, investment properties are
measured at their fair values using the fair value
model. Gains or losses arising from changes
in the fair value of investment properties are
included in the consolidated income statement
for the period in which they arise.

Subsequent expenditure is charged to the
carrying amount of the asset only when it
is probable that future economic benefits
associated with the assets will flow to the Group
and the cost of the asset can be measured
reliably. All other repairs and maintenance
costs are expensed in the consolidated income
statement during the financial period in which
they are incurred.

If an owner-occupied property becomes an
investment property because its use has
changed, any difference resulting between
the carrying amount and the fair value of this
property at the date of transfer is recognised in
equity as a revaluation of property, plant and
equipment. However, if a fair value gives rise to
a reversal of the previous impairment loss, the
write-back is recognised in the consolidated
income statement. On the subsequent sale or
retirement of assets, the relevant revaluation
reserve will be transferred directly to retained
earnings.
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Notes to the Financial Statements
HE-Z—ZF+-A=1+—HILFE For the year ended 31st December 2010

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

()]

(k)

Investment properties (Continued)

An investment property is derecognised upon
disposal or when the investment property
is permanently withdrew from use and no
future economic benefits are expected from
its disposal. Any gain or loss arising on
derecognition of the asset (calculated as the
difference between the net disposal proceeds
and the carrying amount of the asset) is included
in the consolidated income statement in the year
in which the item is derecognised.

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
profit as reported in the consolidated income
statement because it excludes items of income
or expense that are taxable or deductible in
other years and it further excludes items that are
never taxable or deductible. The Group’s liability
for current tax is calculated using tax rates that
have been enacted or substantively enacted by
the end of the reporting period.

Deferred tax is recognised on temporary
differences between the carrying amounts of
assets and liabilities in the consolidated 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 deferred tax
assets and liabilities are not recognised if the
temporary difference arises from goodwill or from
the initial recognition (other than in a business
combination) of other assets and liabilities in a
transaction that affects neither the tax profit nor
the accounting profit.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(k)

Taxation (Continued)

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

Deferred tax is calculated at the tax rates that
are expected to apply in the period when the
liability is settled or the asset realised. Deferred
tax is charged or credited to 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.

Deferred tax assets and liabilities are offset
when they relate to income taxes levied by the
same taxation authority and the entity intends to
settle its current tax assets and liabilities on a
net basis.

Current or deferred tax for the year is recognised
in profit or loss, except when they relate to items
that are recognised in other comprehensive
income or directly in equity, in which case, the
current and deferred tax is also recognised in
other comprehensive income or directly in equity
respectively. Where current tax or deferred tax
arises from the initial accounting for a business
combination, the tax effect is included in the
accounting for the business combination.
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3. FEEBNERMEE) 3

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

) BEEA& ()] Borrowing costs
HEHEWE BESAESEREERE Borrowing costs directly attributable to the
B E s T ZMMZEERAN  ZE acquisition, construction or production of
BERAEERNEZEERAY BEEZE qualifying assets, which are assets that
EERBHECEEERS ZEHERESE necessarily take a substantial period of time
EZEHEEEAL - to get ready for their intended use or sale, are
added to the cost of those assets, until such
time as the assets are substantially ready for
their intended use or sale.
FTEEMEERAREEBE KA RA All other borrowing costs are recognised as and
RANERRETABRERERA ° included in finance costs in the consolidated
income statement in the period in which they are
incurred.
(m) BELEZERBDEE (m) Non-current assets held for sale
FERBEE (ILEMAR) 2REENS Non-current assets (or disposal groups) are
BEERSMIEEBFELAEE - classified as held for sale if their carrying
GOHERBIELE - WIRHENRE A& amount will be recovered principally through a
EREEREE (HEARN) TR sale transaction rather than through continuing
TEREERAERE use. This condition is regarded as met only when
the sale is highly probable and the asset (or
disposal group) is available for immediate sale
in its present condition.
DEAFEEEZERYERE (JEEHR Non-current assets (or disposal groups)
AN IR EEEEL A FEEMER 2K classified as held for sale are measured at the
BERDERAKTE - lower of their carrying amount and fair value less
costs to sell.
n) #E& (n)  Inventories
GENEKAR A B FERNE 2 EEKE Inventories are stated at the lower of cost and
ABR o FAIE S A ST HERTE © net realisable value. Cost is calculated using the
first-in, first-out method.
(o) EERE (0)  Film rights

EXRESAEERFABAZEZLE
BEER THIRRAR R REME
AR E R B AR o

BHERFNERRDZ RARFEEEFZR
TG AR RRAZ LI ARAR - &
FREZHETEER_TF - WHRE
fRfE - AR HEESR ARG TRE S
B R ©

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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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(p)

(a)

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.

Financial Instruments

Financial assets and financial liabilities are
recognised on the statement of financial position
when a group entity becomes a party to the
contractual provisions of the instruments.

Financial assets and financial liabilities are
initially measured at fair value. Transaction costs
that are directly attributable to the acquisition or
issue of financial assets and financial liabilities
(other than financial assets and financial
liabilities at fair value through profit or loss)
are added to or deducted from the fair value
of the financial assets or financial liabilities, as
appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of
financial assets or financial liabilities at fair value
through profit or loss are recognised immediately
in the consolidated income statement.

i. Financial assets

The Group’s financial assets are
classified into one of the three categories,
including financial assets at fair value
through profit or loss (“FVTPL”), loans
and receivables and available-for-sale
(*AFS”) financial assets. The classification
depends on the nature and purpose of
the financial assets and is determined at
the time of initial recognition. All regular
way purchases or sales of financial
assets are recognised and derecognised
on a trade date basis. Regular way
purchases or sales are purchases or
sales of financial assets that require
delivery of assets within the time frame
established by regulation or convention in
the marketplace.
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SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (Continued)

(a)

Financial Instruments (Continued)

i.

Financial assets (Continued)

Effective interest method

The effective interest method is a method
of calculating the amortised cost of a
debt instrument and of allocating interest
income over the relevant period. The
effective interest rate is the rate that
exactly discounts estimated future cash
receipts (including all fees and points
paid or received that form an integral part
of the effective interest rate, transaction
costs and other premiums or discounts)
through the expected life of the debt
instrument, or, where appropriate, a
shorter period to the net carrying amount
on initial recognition.

Income is recognised on an effective
interest basis for debt instruments other
than those financial assets classified as
at FVTPL.

Financial assets at FVTPL

Financial assets at FVTPL has two
subcategories, including financial assets
held for trading and those designated as
at FVTPL on initial recognition.

A financial asset is classified as held for
trading if:

(i) it has been acquired principally for
the purpose of selling in the near
future; or

(i) on initial recognition it is a part of
an identified portfolio of financial
instruments that the Group
manages together and has a
recent actual pattern of short-term
profit-taking; or
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3. FTESHEME £Z) 3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)
(9 S@WIAEE) (q)  Financial Instruments (Continued)

i EREE (8) i. Financial assets (Continued)
EBEm U RN FEEINEZ F Financial assets at FVTPL (Continued)
EE (%)

(i)  EHMEERRBIEE XA (iiy it is a derivative that is not
ARERYERTAMITAE designated and effective as a
TA- hedging instrument.

BREFEECSREEIN  HE A financial asset other than a financial

MEEBTIER AAREEE asset held for trading may be designated

RERGETEBBRERTE as at FVTPL upon initial recognition if:

Bat & -

(i) B BBR TE BE K IR SR IR AL (i) such designation eliminates
Do B AR R B or significantly reduces a
BRI %K measurement or recognition

inconsistency that would otherwise
arise; or

(i) ZEREEBKAREAR (i) the financial asset forms part of
KRE,EERABRERRE a group of financial assets or
ERBEATEBEERER financial liabilities or both, which
FTURGEERRZ A% is managed and its performance
MEEL—HEBABEN is evaluated on a fair value basis,
ME WRZEEERT in accordance with the Group’s
NEREEEmA DAL documented risk management
BRE or investment strategy, and

information about the grouping is
provided internally on that basis;
or

(i) SCHBAEA I E (i) it forms part of a contract
NETETAZAEHN M containing one or more embedded
BAEGFERFEN [ derivatives and HKAS 39 Financial
MIA : ERARFE] AR Instruments: Recognition and
ENEEHEN(BEXK Measurement permits the entire
BRE)ETREBEEN combined contract (asset or
BATREINRZERE liability) to be designated as
e FVTPL.
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HE-Z—ZF+-A=1+—HILFE For the year ended 31st December 2010

SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (Continued)

(a)

Financial Instruments (Continued)

i.

Financial assets (Continued)

Financial assets at FVTPL (Continued)

Financial assets at FVTPL are stated at
fair value, with any gains or losses arising
on remeasurement recognised in profit or
loss. The net gain or loss recognised in
profit or loss incorporates any dividend or
interest earned on the financial asset (and
is included) in the consolidated income
statement. Fair value is determined in the
manner described in note 5.

Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. Loans and receivables (including
trade and other receivables, amounts
due from subsidiaries, amounts due from
associates, time deposits, cash and bank
balances) are measured at amortised
cost using the effective interest method,
less any impairment.

Interest income is recognised by
applying the effective interest rate,
except for short-term receivables when
the recognition of interest would be
immaterial.

Available for sale financial assets (“AFS
financial assets”)

AFS financial assets are non-derivatives
that are either designated as available-
for-sale or are not classified as (a) loans
(b) held-to-maturity
investments or (c) financial assets at
FVTPL.

and receivables,
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(a) Financial Instruments (Continued)

i.

Financial assets (Continued)

Available for sale financial assets (“AFS
financial assets”) (Continued)

AFS financial assets are measured at fair
value at the end of the reporting period.
Changes in fair value are recognised
in other comprehensive income and
accumulated under the heading of
investments revaluation reserve.
Where the financial asset is disposed
of or is determined to be impaired,
the cumulative gain or loss previously
accumulated in the investments
revaluation reserve is reclassified to
profit or loss (see the accounting policy
in respect of impairment loss on financial
assets below).

AFS equity investments that do not have
a quoted market price in an active market
and whose fair value cannot be reliably
measured and derivatives that are linked
to and must be settled by delivery of
such unquoted equity investments are
measured at cost less any identified
impairment losses at the end of the
reporting period (see the accounting
policy in respect of impairment loss on
financial assets below).
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(a) Financial Instruments (Continued)

i.

Financial assets (Continued)

Impairment of financial assets

Financial assets, other than those at
FVTPL, are assessed for indicators of
impairment at the end of each reporting
period. Financial assets are considered
to be impaired when there is objective
evidence that, as a result of one or
more events that occurred after the
initial recognition of the financial asset,
the estimated future cash flows of the
investment have been affected.

For AFS equity investments, a significant
or prolonged decline in the fair value of
the security below its cost is considered
to be objective evidence of impairment.

For all other financial assets, objective
evidence of impairment could include:

(a) significant financial difficulty of the
issuer or counterparty; or

(b) breach of contract, such as a
default or delinquency in interest
or principal payments; or

(c) it becoming probable that the
borrower will enter bankruptcy or
financial re-organisation; or

(d) the disappearance of an active
market for that financial asset
because of financial difficulties.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(a)

Financial Instruments (Continued)

i.

Financial assets (Continued)

For certain categories of financial asset,
such as trade receivables, assets
that are assessed not to be impaired
individually are, in addition, assessed
for impairment on a collective basis.
Objective evidence of impairment for a
portfolio of receivables could include the
Group’s past experience of collecting
payments, an increase in the number of
delayed payments in the portfolio past the
average credit period of 60-90 days, as
well as observable changes in national or
local economic conditions that correlate
with default on receivables.

For financial assets carried at amortised
cost, the amount of the impairment loss
recognised is the difference between the
asset’s carrying amount and the present
value of estimated future cash flows,
discounted at the financial asset’s original
effective interest rate.

For financial assets carried at cost,
the amount of the impairment loss is
measured as the difference between the
asset’s carrying amount and the present
value of the estimated future cash flows
discounted at the current market rate of
return for a similar financial asset. Such
impairment loss will not be reversed in
subsequent periods (see the accounting
policy below).
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(a) Financial Instruments (Continued)

i.

Financial assets (Continued)

The carrying amount of the financial asset
is reduced by the impairment loss directly
for all financial assets with the exception
of trade receivables, where the carrying
amount is reduced through the use of
an allowance account. When a trade
receivable is considered uncollectible,
it is written off against the allowance
account. Subsequent recoveries of
amounts previously written off are
credited against the allowance account.
Changes in the carrying amount of the
allowance account are recognised in
profit or loss.

When an AFS financial asset is
considered to be impaired, cumulative
gains or losses previously recognised
in other comprehensive income are
reclassified to profit or loss in the period.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(a) Financial Instruments (Continued)

i.

87

Financial liabilities and equity instruments

Financial liabilities and equity instruments
issued by a group entity are classified
according to the substance of the
contractual arrangements entered into
and the definitions of a financial liability
and an equity instrument.

An equity instrument is any contract that
evidences a residual interest in the assets
of the group after deducting all of its
liabilities. The Group’s financial liabilities
are generally classified into financial
liabilities at FVTPL and other financial
liabilities. The accounting policies
adopted in respect of financial liabilities
and equity instruments are set out below.

Financial liabilities at FVTPL

Financial liabilities are classified as at
FVTPL when the financial liability is either
held for trading or it is designated as at
FVTPL on initial recognition.

A financial liability is classified as held for
trading if:

(1) it has been acquired principally for
the purpose of repurchasing in the
near future; or

(i) on initial recognition it is a part of
an identified portfolio of financial
instruments that the Group
manages together and has a
recent actual pattern of short-term
profit-taking; or

(iii) it is a derivative that is not
designated and effective as a
hedging instrument.
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3. FEETHERME(E) 3.
ACCOUNTING POLICIES (Continued)

(q £®BIAE) (a)
i THEERERMETA(E) ii.

Financial Instruments (Continued)

Financial liabilities and equity instruments
(Continued)

BBERU A FEEIEZZH Financial liabilities at FVTPL (Continued)
BE(E)
hRiBEEEZSMEBEN e

A financial liability other than a

MAEEBTIER:

Al E &

RHERR S T BB DA A
B

(M)

(ii)

(iii)

BB I AL B K A
b RO TR R B
B2 T—H %

ZEBBEBKARER
SEEEARERXR
BERBEATEEREER
TUREERREZ —d2
MEEX—HTBAEEBER
ME  WRZEEERT
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NEMETIARZEH M
BAEGEAEIN [
BMTR: BRNTEERF
ENEEHANEERS
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financial liability held for trading may

be designated as at FVTPL upon initial

recognition if:

(i)

(if)

(iii)

such designation eliminates
or significantly reduces a
measurement or recognition
inconsistency that would otherwise

arise; or

the financial liability forms part
of a group of financial assets or
financial liabilities or both, which
is managed and its performance
is evaluated on a fair value basis,
in accordance with the Group’s
documented risk management
or investment strategy, and
information about the grouping is
provided internally on that basis;
or

it forms part of a contract
containing one of more embedded
derivatives, and HKAS 39
Financial Instruments: Recognition
and Measurement permits the
entire combined contract to be
designated as FVTPL.
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¥ Notes to the Financial Statements

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(a) Financial Instruments (Continued)

i.

Financial liabilities and equity instruments
(Continued)

Financial liabilities at FVTPL (Continued)

Financial liabilities at FVTPL are stated at
fair value, with any gains or losses arising
on remeasurement recognised in profit
or loss. The net gain or loss recognised
in profit or loss incorporates any interest
paid on the financial liability and is
included in the ‘other gains and losses’
line item in the consolidated income
statement. Fair value is determined in the
manner described in note 5.

Other financial liabilities

Other financial liabilities including trade
and other payables, bank borrowings,
obligation under finance lease, amount
due to an associate and amounts due to
non-controlling interest are subsequently
measured at amortised cost, using the
effective interest rate method.

Effective interest method

The effective interest method is a method
of calculating the amortised cost of a
financial liability and of allocating interest
expense over the relevant period. The
effective interest rate is the rate that
exactly discounts estimated future cash
payments (including all fees and points
paid or received that form an integral part
of the effective interest rate, transaction
costs and other premiums or discounts)
through the expected life of the financial
liability, or, where appropriate, a shorter
period to the net carrying amount on
initial recognition.

Interest expense is recognised on an
effective interest basis other than financial
liabilities classified as at FVTPL.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(a) Financial Instruments (Continued)

i.

Financial liabilities and equity instruments
(Continued)

Convertible notes

Convertible notes issued by the Company
are classified separately as financial
liabilities and equity in accordance
with the substance of the contractual
arrangements and the definitions of a
financial liability and an equity instrument.
Conversion option that will be settled by
the exchange of a fixed amount of cash or
another financial asset for a fixed number
of the Company’s own equity instruments
is an equity instrument.

At the date of issue, the fair value of the
liability component is estimated using
the prevailing market interest rate for
similar non-convertible instruments. This
amount is recorded as a liability on an
amortised cost basis using the effective
interest method until extinguished upon
conversion or at the instrument’s maturity
date.

The conversion option classified as equity
is determined by deducting the amount
of the liability component from the fair
value of the compound instrument as a
whole. This is recognised and included
in equity, net of income tax effects, and
is not subsequently remeasured. In
addition, the conversion option classified
as equity will remain in equity until the
conversion option is exercised, in which
case, the balance recognised in equity
will be transferred to share capital and
share premium. Where the conversion
option remains unexercised at the
maturity date of the convertible note,
the balance recognised in equity will be
transferred to retained profits. No gain or
loss is recognised in profit or loss upon
conversion or expiration of the conversion
option.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(a) Financial Instruments (Continued)

i.

Financial liabilities and equity instruments
(Continued)

Convertible notes (Continued)
Transaction costs that relate to the issue
of the convertible notes are allocated to
the liability and equity components in
proportion to the allocation of the gross
proceeds. Transaction costs relating to
the equity component are recognised
directly in equity. Transaction costs
relating to the liability component are
included in the carrying amount of the
liability component and are amortised
over the lives of the convertible notes
using the effective interest method.

Financial guarantee contracts

A financial guarantee contract is a
contract that requires the issuer to make
specified payments to reimburse the
holder for a loss it incurs because a
specified debtor fails to make payments
when due in accordance with the original
or modified terms of a debt instrument.

Financial guarantee contracts issued by
the Group are initially measured at their
fair values and, if not designated as at
FVTPL, are subsequently measured at
the higher of the amount of the obligation
under the contract, as determined in
accordance with HKAS 37 Provisions,
Contingent Liabilities and Contingent
Assets; and the amount initially
recognised less, where appropriate,
cumulative amortisation recognised in
accordance with the revenue recognition
policies.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(a) Financial Instruments (Continued)

iii.

Derecognition

The Group derecognises a financial
asset only when the contractual rights to
the cash flows from the asset expire, or
when it transfers the financial asset and
substantially all the risks and rewards of
ownership of the asset to another entity.
If the Group neither transfers nor retains
substantially all the risks and rewards of
ownership and continues to control the
transferred asset, the Group recognises
its retained interest in the asset and
an associated liability for amounts it
may have to pay. If the Group retains
substantially all the risks and rewards
of ownership of a transferred financial
asset, the Group continues to recognise
the financial asset and also recognises a
collateralised borrowing for the proceeds
received.

On derecognition of a financial asset in
its entirety, the difference between the
asset’'s carrying amount and the sum of
the consideration received and receivable
and the cumulative gain or loss that had
been recognised in other comprehensive
income and accumulated in equity is
recognised in profit or loss.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(a) Financial Instruments (Continued)

iii.

Derecognition (Continued)

On derecognition of a financial asset
other than in its entirety (e.g. when the
Group retains an option to repurchase
part of a transferred asset or retains a
residual interest that does not result in
the retention of substantially all the risks
and rewards of ownership and the Group
retains control), the Group allocates the
previous carrying amount of the financial
asset between the part it continues to
recognise under continuing involvement,
and the part it no longer recognises on
the basis of the relative fair values of
those parts on the date of the transfer.
The difference between the carrying
amount allocated to the part that is no
longer recognised and the sum of the
consideration received for the part no
longer recognised and any cumulative
gain or loss allocated to it that had been
recognised in other comprehensive
income is recognised in profit or loss. A
cumulative gain or loss that had been
recognised in other comprehensive
income is allocated between the part that
continues to be recognised and the part
that is no longer recognised on the basis
of the relative fair values of those parts.

The Group derecognises financial
liabilities when, and only when, the
Group’s obligations are discharged,
cancelled or they expire. The difference
between the carrying amount of the
financial liability derecognised and
the consideration paid and payable is
recognised in profit or loss.
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Notes to the Financial Statements
—ZEF+=H=1+—HI-EE For the year ended 31st December 2010

3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(r

(s)

Cash and cash equivalents

Cash and cash equivalents include cash in hand,
deposits held at call with banks, other short-term
highly liquid investments with original maturities
of three months or less, and bank overdrafts.

Foreign currencies

The consolidated financial statements are
presented in Hong Kong dollars, which is the
Company’s functional and presentation currency.
In preparing the financial statements of each
individual group entity, transactions in currencies
other than the functional currency of that entity
(foreign currencies) are recorded in its functional
currency (i.e. the currency of the primary
economic environment in which the entity
operates) at the rates of exchange prevailing on
the dates of the transactions. At each end of the
reporting period, monetary items denominated
in foreign currencies are retranslated at the
rates prevailing on the end of the reporting
period. Non-monetary items carried at fair value
that are denominated in foreign currencies
are retranslated at the rates prevailing on the
date when the fair value was determined. Non-
monetary items that are measured in terms of
historical cost in a foreign currency are not
retranslated.

Exchange differences arising on the settlement
of monetary items, and on the translation of
monetary items, are recognised in income
statement in the period in which they arise.
Exchange differences arising on the retranslation
of non-monetary items carried at fair value
are included in income statement for the
period except for differences arising on the
retranslation of non-monetary items in respect of
which gains and losses are recognised directly
in other comprehensive income, in which cases,
the exchange differences are also recognized
directly in other comprehensive income.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(s)

(1)

Foreign currencies (Continued)

For the purposes of presenting the consolidated
financial statements, the assets and liabilities
of the Group’s foreign operations are translated
into presentation currency of the Group (i.e.
Hong Kong dollars) at the rate of exchange
prevailing at the end of the reporting period,
and their income and expenses are translated
at the average exchange rates for the year,
unless exchange rates fluctuate significantly
during the period, in which case, the exchange
rates prevailing at the dates of transactions are
used. Exchange differences arising, if any, are
recognised in other comprehensive income and
accumulated in equity (exchange reserve). Such
exchange differences are recognised in the
consolidated income statement in the period in
which the foreign operation is disposed of.

Leasing

Leases are classified as finance leases
whenever the terms of the leases transfer
substantially all the risks and rewards of
ownership to the lessee. All other leases are
classified as operating leases.

(i) The Group as lessor

Rental income from operating leases
is recognised in consolidated income
statement on a straight-line basis over
the term of the relevant lease. Initial
direct costs incurred in negotiating and
arranging an operating lease are added
to the carrying amount of the leased
asset and recognised as an expense on a
straight-line basis over the lease term.
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SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (Continued)
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Leasing (Continued)

The Group as lessee

Assets held under finance leases are
initially recognised as assets of the
Group at their fair value at the inception
of the lease or, if lower, at the present
value of the minimum lease payments.
The corresponding liability to the lessor
is included in the statement of financial
position as a finance lease obligation.

Lease payments are apportioned between
finance expenses and reduction of the
lease obligation so as to achieve a
constant rate of interest on the remaining
balance of the liability. Finance expenses
are recognised immediately in profit or
loss, unless they are directly attributable
to qualifying assets, in which case they
are capitalised in accordance with the
Group’s general policy on borrowing
costs. Contingent rentals are recognised
as expenses in the periods in which they
are incurred.

Rentals payable under operating leases
are charged to consolidated income
statement on a straight-line basis over
the term of the relevant lease. Benefits
received and receivable as an incentive
to enter into an operating lease are
recognised as a reduction of rental
expense over the lease term on a straight-
line basis.

Employee benefits

Bonuses

The Group recognises a liability for
bonuses when there is a contractual
obligation and the amount can be
estimated reliably.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(u) Employee benefits (Continued)

(if)

Retirement benefit obligations

The Group operates a Mandatory
Provident Fund Scheme (the “MPF
Scheme”) under the Hong Kong
Mandatory Provident Fund Schemes
Ordinance for those employees employed
under the jurisdiction of the Hong Kong
Employment Ordinance. The MPF Scheme
is a defined contribution scheme, the
assets of which are held in separate
trustee-administered funds.

Under the MPF Scheme, the employer
and its employees are each required
to make contributions to the scheme at
5% of the employees’ relevant income,
with the employers’ contributions subject
to a cap of monthly relevant income of
HK$20,000. The Group’s contributions to
the scheme are expensed as incurred are
vested in accordance with the scheme’s
vesting scales. Where employees leave
the scheme prior to the full vesting of the
employer’s contributions, the amount of
forfeited contributions is used to reduce
the contributions payable by the Group.

The employees employed by the Group’s
subsidiaries in Macau are members of
the government-managed retirement
benefits schemes operated by the Macau
government. The Macau operations
are required to pay a monthly fixed
contribution to the retirement benefits
schemes to fund the benefits. The only
obligation of the Group with respect to
the retirement benefits schemes operated
by the Macau government is to make
the required contributions under the
schemes.
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3. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(u) Employee benefits (Continued)

(i)

Share-based payment expenses

For grants of share options that are
conditional upon satisfying specified
vesting conditions, the fair value of
services received is determined by
reference to the fair value of share
options granted at the grant date and is
expensed on a straight-line basis over
the vesting period, with a corresponding
increase in equity (share options reserve).

At the end of the reporting period, the
Group revises its estimates of the number
of options that are expected to ultimately
vest. The impact of the revision of the
original estimates, if any, is recognized
in profit or loss such that the cumulative
expense reflects the revised estimate,
with a corresponding adjustment to share
options reserve.

For share options that vest immediately
at the date of grant, the fair value of
the share options granted is expensed
immediately to profit or loss.

When share options are exercised, the
amount previously recognised in share
options reserve will be transferred to
share premium. When share options are
forfeited after the vesting date or are
still not exercised at the expiry date, the
amount previously recognised in share
options reserve will be transferred to
retained earnings.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(v) BEALTRS (v) Related party transactions
—HWRABREE 2 BEANLM: A party is considered to be related to the Group
if:

(i) ZHEBR—RARNERTFNATE (i) the party, directly or indirectly through
B EHAEE % one or more intermediaries, (a) controls,
REERZES  NEREEIHE is controlled by, or is under common
ZH ()R ASEBEEERERFTE control with, the Group; (b) has an interest
WAREBEEBUERTZ  5(c) in the Group that gives it significant
RARE B A K RE 4 influence over the Group; or (c) has joint

control over the Group;

(i) ZhHBE—HBERR] (i) the party is an associate;

(i) ZAHAERZHEE: (iiiy  the party is a jointly-controlled entity;

(iv) ZABAEERESRRZEE (iv) the party is a member of the key
EBAE management personnel of the Group or

its parent;

(v) 2 B()ak(iv)iE K 2 (E [ @ B A (v) the party is a close member of the family
TZREREKE of any individual referred to in (i) or (iv);

(viy  ZA B(iv)sk(v)IR Mz EEE R A (vi)  the party is an entity that is controlled,
TEEHEEZ RS XHERE jointly controlled or significantly
Gl ERFESIRZERYHR influenced by or for which significant
BEARERZER 3 voting power in such entity resides with,

directly or indirectly, any individual
referred to in (iv) or (v); or

(vii) EZ??%$%@E}ZVEE$%@L§ (vi)  the party is a post-employment benefit
AtTtzERERZEERM plan for the benefit of the employees
B EENET A - of the Group, or of any entity that is a

related party of the Group.

RUATZHBEREKRE AEZERETT Close family members of an individual are

REOBEMARETEZALIRZALTY those family members who may be expected to

BIREREKE ° influence, or be influenced by, that individual in

their dealings with the entity.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(w)
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(w)

Impairment losses on tangible and intangible
assets other than goodwill

At each end of the reporting period, 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 any such indication exists, the
recoverable amount of the asset is estimated in
order to determine the extent of the impairment
loss, if any. Where it is not possible to estimate
the recoverable amount of an individual asset,
the Group estimates the recoverable amount
of the cash generating unit to which the asset
belongs. Where a reasonable and consistent
basis of allocation can be identified, corporate
assets are also allocated to individual cash-
generating units, or otherwise they are allocated
to the smallest group of cash-generating units
for which a reasonable and consistent allocation
basis can be identified.

Intangible assets with indefinite useful lives and
intangible assets not yet available for use are
tested for impairment annually, and whether
there is an indication that they may be impaired.

Recoverable amount is the higher of fair value
less costs to sell and value in use. In assessing
value in use, the estimated future cash flows are
discounted to their present value using a pre-
tax discount rate that reflects current market
assessments of the time value of money and the
risks specific to the asset for which the estimates
of future cash flows have not been adjusted.

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. An impairment loss is
recognised as an expense immediately in profit
or loss.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(w)

(x)

Impairment losses on tangible and intangible
assets other than goodwill (Continued)

Where an impairment loss subsequently
reverses, the carrying amount of the asset
is increased to the revised estimate of its
recoverable amount, but so that the increased
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 in profit or loss.

Provision

Provisions are recognised when the Group has
a present obligation (legal or constructive) as
a result of a past event, it is probable that the
Group will be required to settle the obligation,
and a reliable estimate can be made of the
amount of the obligation.

The amount recognised as a provision is the
best estimate of the consideration required to
settle the present obligation at the end of the
reporting period, taking into account the risks
and uncertainties surrounding the obligation.
When a provision is measured using the cash
flows estimated to settle the present obligation,
its carrying amount is the present value of those
cash flows (where the effect of the time value of
money is material).

When some or all of the economic benefits
required to settle a provision are expected to
be recovered from a third party, a receivable is
recognised as an asset if it is virtually certain
that reimbursement will be received and the
amount of the receivable can be measured
reliably.
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4.

CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies,
which are described in note 3, management is required
to make judgments, estimates and assumptions about
the carrying amounts of assets and liabilities that are
not readily apparent from other sources. The estimates
and underlying assumptions are based on historical
experience and other factors that are considered to be
relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is
revised if the revision affects only that period, or in the
period of the revision and future periods if the revision
affects both current and future periods.

Critical judgments in applying accounting policies
The following are the critical judgments, apart from
those involving estimations, that management has made
in the process of applying the Group’s accounting
policies and that have the most significant effect on
the amounts recognised in the consolidated financial
statements.

(a) Estimated impairment of goodwill and intangible
assets

The Group performs annual tests on whether
there has been impairment of goodwill and
intangible assets in accordance with the
accounting policy stated in note 3(e), 3(f)
and 3(w). The recoverable amounts of cash-
generating units are determined based on
value-in-use calculations. These calculations
require the use of estimates and assumptions
made by management on the future operation
of the business, pre-tax discount rates, and
other assumptions underlying the value-in-use
calculations.
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CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Critical judgments in applying accounting policies
(Continued)

(b)

(c)

Trade receivables

The aged debt profile of trade receivables
is reviewed on a regular basis to ensure that
trade receivable balances are collectible and
follow up actions are promptly carried out if the
agreed credit periods have been exceeded.
However, from time to time, the Group may
experience delays in collection. Where
recoverability of trade receivable balances are
called into doubts, specific provisions for bad
and doubtful debts are made based on credit
status of the customers, the aged analysis of the
trade receivable balances and write-off history.
Certain receivables may be initially identified
as collectible, yet subsequently become
uncollectible and result in a subsequent write-
off of the related receivables to the income
statement. Changes in the collectability of trade
receivables for which provisions are not made
could affect our results of operations.

Useful lives of property, plant and equipment

In accordance with HKAS 16, the Group
estimates the useful lives of property, plant and
equipment in order to determine the amount
of depreciation expenses to be recorded. The
useful lives are estimated at the time the asset
is acquired based on historical experience, the
expected usage, wear and tear of the assets,
as well as technical obsolescence arising from
changes in the market demands or service
output of the assets. The Group also performs
annual reviews on whether the assumptions
made on useful lives continue to be valid.
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CRITICAL ACCOUNTING JUDGMENTS

AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Critical judgments in applying accounting policies
(Continued)

(d)

(e)

Investment properties

As described in note 19, investment properties
are stated at fair value based on the valuation
performed by independent professional valuers.
In determining the fair value, the valuers have
based on method of valuation which involves
certain estimates. In relying on the valuation
report, the management has exercised their
judgment and are satisfied that the method
of valuation is reflective of the current market
conditions. Should there are changes in
assumptions due to change of market conditions,
the fair value of the investment properties will
change in future.

Impairment of films in progress

The management of the Group reviews an aging
analysis at each end of the reporting period, and
identifies the slow-moving films in progress that
is no longer suitable for use in production. The
management estimates the net realisable value
for such films in progress based primarily on the
latest available market prices and current market
conditions. In addition, the Group carries out
review on each film at each end of the reporting
period and makes allowance for any films in
progress that productions no longer proceed.
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5.

FINANCIAL INSTRUMENTS

(a) SBMIAESE: (a) Categories of financial instruments:
rEE
The Group
—E-ZF ZZTNF
2010 2009
THET FHET
HK$’ 000 HK$’ 000
SREE Financial assets
EBBERUAAFEE Financial assets at fair value
PR SRVEE through profit or loss 94,050 108,549
ERREWFIE (B Loans and receivables (including cash and
Bb RIRTTREER) bank balances) 717,960 320,944
cRAE Financial liabilities
SRR Amortised cost 660,156 768,395
(b) SRRAKREEEERERE (b) Financial risk management objectives and

FEBEZFESRIABERERE
B8 BHREMEBUTUR  BURE LD
AR BRABBREREAS ZBEH
# BSRERMNER  BFEE REMEN
PR BN —EBEREFFERESR
RRE mMEESARARRELRSEME
HR - ZESRTAZHBENS BN
WeBZEEMTEEB AR AR
LSRR ZBREAINNT - BEEHZ
ERBETEERESR  BRAKKEXN
ZIAANBITEERER -
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policies

The Group’s major financial instruments include
equity investments, borrowings, trade and other
receivables, amounts due from associates,
conversion options embedded in convertible
notes receivable, trade payables, accruals and
other payables, amounts due to an associate/
non-controlling interests, obligation under
finance lease and cash and cash equivalents.
Details of these financial instruments are
disclosed in respective notes. The risks
associated with these financial instruments and
the policies on how to mitigate these risks are
set out below. The management manages and
monitors these exposures to ensure appropriate
measures are implemented on a timely and
effective manner.
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5. €@ITH(ZE 5. FINANCIAL INSTRUMENTS (Continued)

(b) ﬁmﬁlﬂl‘ﬁ‘“ﬂlﬁ BRBE (&) (b)  Financial risk management objectives and
policies (Continued)
Wiz AR Market risk
(i) SME 7 S (i) Foreign exchange risk

ARETEERBRFILER
B BRBORSTIABT ([E
jtl) ROEPI¥E (DRPIE ) FHE -
N5 B B BB T 5ORPTREE X
BHELZINERR NEEH
B EEANERBDEERBE
Z?I\Eiﬁﬁ%mﬁﬂﬂlﬁ o NEE
NEERIERR IRBE
Hq%)%ﬂﬁiﬂikﬁ\\%ﬂl‘zﬂ

RE|EBRY  AEBEANEFHE

The Group operates mainly in both
Hong Kong and Macau and majority
of transactions are dominated in Hong
Kong dollars (“HK$”) and Macau Pataca
(*“MOP”). The Group is exposed to foreign
exchange risk in respect of exchange
fluctuation of HK$ against MOP. The
Group currently does not have a foreign
currency hedging policy in respect of
foreign current assets and liabilities. The
Group will monitor its foreign currency
exposure closely and will consider
hedging significant foreign currency
exposure should the need arise.

The carrying amounts of the Group’s

BP

ZEBEERAGBZREEDT foreign currency denominated monetary
assets and monetary liabilities at
reporting date are as follows:

—E2-ZF —ZTENRF
2010 2009
THET FET
HK$’ 000 HK$’ 000

BE Assets
P MOP 179,790 113,408

a8E Liabilities

MOP 647,173 560,733
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FINANCIAL INSTRUMENTS (Continued)

(b)

Financial risk management objectives and

policies (Continued)

Market risk (Continued)

(i)

Foreign exchange risk (Continued)

Sensitivity analysis on foreign currency risk
The following table details the Group’s
sensitivity to a 5% increase and decrease
in the HK$ against the MOP. 5% is the
sensitivity rate used when reporting
foreign currency risk internally to key
management personnel and represents
management’'s assessment of the
reasonable possible change in foreign
exchange rates. The sensitivity analysis
includes outstanding foreign currency
denominated monetary items, and adjusts
their translation at the period end for a
5% change in foreign currency rates. The
sensitivity analysis includes external loans
as well as loans to foreign operations
within the Group where the denomination
of the loan is in a currency other than the

D LEpANE A B currency of the lender or the borrower.
A positive number below indicates an
increase in profit where the relevant
currencies strengthen 5% against the
HK$. For a 5% weakening of the relevant
currencies against the HK$, there would
be an equal and opposite impact on the
profit and the balances below would be
negative.

—ZETNF
2009
FHET
HK$’ 000
RPIHE 2 B Impact of MOP
i M 2 B 1B Profit or loss 23,369 22,366

EBERAE ARREHATHER
2 FRE B K B R EF E A
[ B - BB E 9 AT 3 S R Bk A
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In management’s opinion, the sensitivity
analysis is unrepresentative of the
inherent foreign exchange risk as the year
end exposure at the end of the reporting
period does not reflect the expos

during the year.
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5. FINANCIAL INSTRUMENTS (Continued)

(b)

Financial risk management objectives and

policies (Continued)

Market risk (Continued)

(ii)

Price risk

The Group’s equity investments classified
as held for trading investments in
financial assets at fair value through profit
or loss which are measured at fair value
at each end of the reporting period and
expose the Group to equity price risk.
The management manages this exposure
by maintaining a portfolio of investments
with different risk profiles. In addition,
the Group will consider hedging the risk
exposure should the need rise.

Sensitivity analysis

The sensitivity analyses below have been
determined based on the exposure to
equity price risk at the reporting date.

If equity prices had been 5% higher/
lower, the Group’s profit before taxation
for the year ended 31st December
2010 would increase/decrease by
HK$4,703,000 (2009: HK$5,427,000). This
is mainly due to the changes in fair value
of financial assets at fair value through
profit and loss.
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FINANCIAL INSTRUMENTS (Continued)

(b)

Financial risk management objectives and

policies (Continued)

Market risk (Continued)

(i)

Cash flow and fair value interest rate risk

The Group’s exposure to changes in
interest rates is mainly attributable to
its time deposits and borrowings. Bank
borrowings at variable rates expose the
Group to fair value interest rate risk (see
note 36 for details of these borrowings).
The Group’s income and operating cash
flows are substantially independent
of changes in market interest rates.
The Group currently does not have an
interest rate hedging policy. However,
the management monitors interest rate
exposure and will consider hedging
significant interest rate exposure should
the need arise.

Interest rate sensitivity analysis

The sensitivity analyses below have
been determined based on the exposure
to interest rates for derivatives and
non-derivative instruments at the end
of the reporting period. The analysis
is prepared assuming the financial
instruments outstanding at the end of the
reporting period were outstanding for
the whole year. A 50 basis points (2009:
50 basis points) increase or decrease in
HIBOR is used when reporting interest
rate risk internally to key management
personnel and represents management’s
assessment of the reasonably possible
change in interest rates.

If interest rates had been 50 basis points
(2009: 50 basis points) higher/lower and
all other variables were held constant, the
Group’s post tax profit for the year ended
31st December 2010 would decrease/
increase by HK$2,500,000 (2009:
HK$2,948,000). This is mainly attributable
to the Group’s exposure to interest rates
on its variable rate borrowings.
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5. FINANCIAL INSTRUMENTS (Continued)

(b)

Financial risk management objectives and
policies (Continued)
Credit risk

As at 31st December 2010,
maximum exposure to credit risk which will

the Group’s

cause a financial loss to the Group due to failure
to discharge an obligation by the counterparties
and financial guarantees is arising from the
carrying amount of the respective recognised
financial assets as stated in the consolidated
statement of financial position.

In order to minimise the credit risk, the
management of the Group has credit approvals
and other monitoring procedures to ensure that
follow-up action is taken to recover overdue
debts.
Company consider that the Group’s credit risk is

In this regards, the directors of the

significantly reduced.

The Group’s credit risk is primarily attributable
to trade or other receivables. The Group has
no significant concentrations of credit risk. The
exposures to these credit risks are monitored on
an ongoing basis.

Liquidity risk

The Group manages liquidity risk by maintaining
adequate bank deposits and cash, monitoring
forecast and actual cash flows and matching the
maturity profiles of financial assets and liabilities.

The liquidity risk is under continuous monitoring
by management. Reports with maturity dates
of bank borrowings and thus the liquidity
requirement are provided to management for
review periodically. Management will raise or

refinance bank borrowings whenever necessary.
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(b)

5. FINANCIAL INSTRUMENTS (Continued)

SHEAREEER RBXE (&) (b)  Financial risk management objectives and
policies (Continued)
REBESRARK(£) Liquidity risk (Continued)
R-ZE-—TFE+-_A=+—8 AEEF As at 31st December 2010, the Group had
TR E 4 5536,000,0008 T (ZZEF A banking facilities amounting to HK$536,000,000
% : 535,600,000 1) ° (2009: HK$535,600,000).
TRETASEREE2oRMBE 1D The table below analyses the Group’s financial
ZEBMABEEAR  BERMEPRBEER liabilities that will be settled into relevant maturity
BREANMEISHB 2 FGHMETIT - K groupings based on the remaining period at the
AFEEZeBRESOEERTNMNKE end of the reporting period to the contractual
HomT maturity date. The amounts disclosed in the
table based on the contractual undiscounted
payments, are as follows:
R=E2-Z5+-F=1-H
At 31st December 2010
mEFH EfERS REE
BRAE -ER% ZREE  EENL  RESH @i
Weighted
average Total Total
effective Within Within Over undiscounted carrying
interest rate 1year  2-5years 5years cash flows amount
T TExL TExL TEx TERL
HK$’ 000 HK$’ 000 HK$’ 000 HK$’000 HK$’000
FTEeRAE Non-derivative financial liabilities
RITEE Bank Borrowings 3.5% 51,750 465,750 - 517,500 500,000
EOY A Trade payables - 25,038 - - 25,038 25,038
ElEES - E:HER  Deposits received, accruals and
REMENFE other payables - 60,470 - - 60,470 60,470
RARERTK Obligation under finance lease 5.99% 125 271 - 396 297
JER —HBEARZIE  Amount due to an associate - 25,766 - - 25,766 25,766
FEfSEERESIRE  Amounts due to
B non-controlling interests - 65,502 - - 65,502 65,502
it Total 228,651 466,021 - 694,672 677,073
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5. %@IE\ (/ZE 5. FINANCIAL INSTRUMENTS (Continued)
(b) SRMEKREBEBEREEKE) (b)  Financial risk management objectives and
policies (Continued)
REBESRRK(£) Liquidity risk (Continued)
RZBZNF+TZA=+-H
At 31st December 2009
MEFH EfERS REE
YIS —Ef ZERE  BENE REEH &t
Weighted
average Total Total
effective Within Within Over undiscounted carrying
interest rate 1 year 2-5 years 5years  cash flows amount
TR TER TER TR TR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
HTEeRaR Non-derivative financial liabilities
RITER Bank overdraft 3.05% 184,217 - - 184,217 178,764
RITEE Bank Borrowings
i) - current 3.29% 241,314 - - 241,314 232,631
—¥n8 - non-current 3.24% - 183,082 - 183,082 178,275
ESENER Trade payables - 21,426 - - 21,426 21,426
BUEILS  EsHER  Deposits received, accruals and
REMERFTE other payables - 132,201 - - 132,201 132,201
RERERK Obligation under finance lease 5.99% 125 396 - 521 401
TERSEARERBE  Amounts due to non-controlling
HE interests - 40,502 - - 40,502 40,502
@t Total 619,785 183,478 - 803,263 784,200

(c) ERMIAZAFEE
TRMEENERABZAFERBIETY
BHEEE

(c) Fair value of financial instruments

The fair values of financial assets and financial
liabilities are determined as follows:

. EEREEKANBEHERINERR o The fair values of financial assets and
BT SEENCREERSRA
B DA ERBTHEELR
EREREETAVEE-

financial liabilities with standard terms
and conditions and traded in active
markets are determined with reference
to quoted market bid and ask prices
respectively.
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5. €@ IA(~Z
(c) SHMIAEZAFEHREGE)

. MTETEZAFEEDUFRES
HoWAMBSEBEER  QIEH
BOATENTEFHZERI
EHBRETHRBES RSN M
HETETEBIASHEFERER
ETIHRR SR o JNE i 5
BHREFMBRBERLFEE
HEBHBZHBRAREEZZE
R E o FIRBHRIEMHET R
RIBEREBETZ WIREAN
MFRIGH 2 BAZ SRR o

. HtemEELERABRB(TERE
EXPrE) 2 A FEBEDREE
ERAEEEN (ERTRRAER
D) EE ©

EERR 2REENERBEREEY
BlEANGLE 2 RAEELAFERRS -

ANNUAL REPORT 4E & 2010

5.

113

FINANCIAL INSTRUMENTS (Continued)

Fair value of financial instruments (Continued)

. The fair values of derivative instruments
are calculated using quoted prices.
Where such prices are not available,
a discounted cash flow analysis is
performed using the applicable yield
curve for the duration of the instruments
for non-optional derivatives, and option
pricing models for optional derivatives.
Foreign currency forward contracts
are measured using quoted forward
exchange rates and yield curves derived
from quoted interest rates matching
maturities of the contracts. Interest rate
swaps are measured at the present
value of future cash flows estimated and
discounted based on the applicable yield
curves derived from quoted interest rates.

° The fair values of other financial assets
and financial liabilities (excluding those
described above) are determined in
accordance with generally accepted
pricing models based on discounted cash
flow analysis.

The directors consider that the carrying amounts
of financial assets and financial liabilities
recognised in the consolidated financial
statements approximate to their fair values.




114

5. @I A (&

(c)

EMIAEZAFEEE)

HEEBVBHRELENFETRIEMTA K
B2 BRI AER I A FEESR]
BREAMSMIAZAYEEFE - B2
BMIAZATFEEDZ2HREHZATE
B EMEBEAZRESREAEET
D REERNEWT

«  E-ER RAEERTSLR
EEBTARRER (REHL)
SR AFEE

. F_ER -RBEABRTEER
ZEBMTAMBZBRAERM
BEZHAEHERAHEKE
AEEMSRB ZGEEXMAE
ZRVEE

. FZEH REENEZGAE
THREKBEABEDEHREZGE
Riist 82 RN FEE

RZE—LTERZFFNEFEFT_A=+—
B AEERARRIRATFEBINEZS
RIABEERRITLREERRNE 2 RKRES
BRFEEEIRA -
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5. FINANCIAL INSTRUMENTS (Continued)

(c)

Fair value of financial instruments (Continued)

The amendments to HKFRS 7 Financial
Instruments: Disclosures, require disclosures
relating to fair value measurements of financial
instruments across three levels of a “fair value
hierarchy”. The fair value of each financial
instrument is categorised in its entirety based on
the lowest level of input that is significant to that
fair value measurement. The levels are defined
as follows:

° Level 1: fair values measured using
quoted prices (unadjusted) in active
markets for identical financial instruments

. Level 2: fair values measured using
quoted prices in active markets for similar
financial instruments, or using valuation
techniques in which all significant inputs
are directly or indirectly based on
observable market data

° Level 3: fair values measured using
valuation techniques in which any
significant input is not based on
observable market data

As at 31st December 2010 and 2009, the
financial instruments of the Group and the
Company carried at fair value included
conversion options embedded in convertible
notes receivable and held for trading
investments.
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5. Q@I =1 (/,ZE 5. FINANCIAL INSTRUMENTS (Continued)
(c) EMIBECAFEE(E) (c) Fair value of financial instruments (Continued)
TERHBHNBEV S EREBIEZ AT EAE The following table provides an analysis
ZEBMIAESN  RFEENRELATSH of financial instruments that are measured
REE B0AE SR E_ZHRE subsequent to initial recognition at fair value,
=E® - grouped into level 1, level 2 and level 3

based on the degree to which the fair value is
observable.

F—EHK FTER FE=ER F
Level 1 Level 2 Level 3 Total

TET TET TET TET
HK$’'000 HK$' 000 HK$’ 000 HK$'000

R-E—-ZF At 31st December 2010
+=B=+—H
RBIEEERE Held for trading investments 94,050 - - 94,050
RZZETNF At 31st December 2009
+-A=+—81
EWATMRZERAE 2 Conversion options
R HA embedded in convertible
notes receivable - - 10,908 10,908
BHIEEERE Held for trading investments 97,641 - - 97,641
97,641 - 10,908 108,549
RAFER TEEFE—EH F_51 There were no transfers between Levels 1, 2 and
RE=ZFH 2 B#EITEE - 3 in the current year.

ANNUAL REPORT 4 #2010 115




116

5. TRIA(#Z 5
() SMIEZAFHEEE (©)

(d)

CREEF=SHATEEFEZRD

CHINA STAR ENTERTAINMENT LIMITED

B R KA R A HE

Bt % $t % [ 5% Notes to the Financial Statements
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FINANCIAL INSTRUMENTS (Continued)

Fair value of financial instruments (Continued)

Reconciliation of Level 3 fair value measurement
of financial assets

FE W AT 4R AR
ZERE
IR R
Conversion
options
embedded in
convertible notes

receivable

—E-2fF —ETNEF
2010 2009
FET FET
HK$’ 000 HK$’ 000

®n—A—H At 1st January 10,908

RIERERZEF, Gain/(loss) recognised in profit or loss

(F518) 882 (31,565)
RETBRRE Subscription of convertible notes - 42,473
f& g Redemption (11,790) -
R+=—A=+—8 At 31st December - 10,908

EREFACREE - AFEFUZER
BERNERGEABRARAER - 27
EECRNFARELD -

EREE (d)
AEEEREEA  DREAEEEE

TR EEE BB B RERE
BARFESRBADS - RBEFE - &
T

AEBZEAEBEEREY  HBRERT
BX ORITEE BREMEEHRAHME
ERERADFIESHAARGEELZ  HE
RERTRARER -

The table above only includes financial assets.
The gain for the current year relating to this
financial asset has been recognised in the
consolidated income statement. The financial
asset has been redeemed during the year.

Capital management

The Group manages its capital to ensure that
entities in the Group will be able to continue as
a going concern while maximising the return to
stakeholders through the optimisation of the debt
and equity balance. The Group’s overall strategy
remains unchanged from prior year.

The capital structure of the Group consists
of debts which include bank overdraft, bank
borrowings, obligation under finance lease
and convertible notes and equity attributable
to equity holders of the Company, comprising
issued share capital and reserves.
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5. QEQ\I =1 (/{%‘5 5. FINANCIAL INSTRUMENTS (Continued)
(d) EXEHE#E) (d)  Capital management (Continued)
ARBESRFEEAEEMERNER - £ The directors of the Company review the capital
BlEB D ARAEEEEEX structure on an annual basis. As a part of this
AR BRETRMUIINZ EE S KR - review, the directors of the Company consider
BEBEATHRHEZEE - AEEER the cost of capital and other sources of funds
BARARBEEZHERRELEEREER other than issuance of shares, including
EEmFEAEEERERE - borrowings from related parties. Based on

the recommendation of the directors of the
Company, the Group will balance its overall
capital structure through raising or repayment of

borrowings.
AEBSHAREECBHETEBE The Group aimed at maintaining a gearing ratio
50% - R-E-—BER-_EEAFE+-A of not more than 50%. The gearing ratios as at
S+ —HrSEABHENT 31st December 2010 and 2009 are as follows:
—E-ZF ZZENF
2010 2009
FET AT
HK$’ 000 HK$’ 000
HBEB) Total Debt (i) 500,297 590,071
B RE RIRITA R Less: Cash and bank balances (625,827) (173,188)
(B&) BB FHE Net (cash)/debt (125,530) 416,883
AR AN (i) Equity (ii) 2,302,775 2,075,122
B FREEMALLE  Net debt to equity ratio N/A 20%
4AE TS ET AR AN E = Total debt to equity ratio 22% 28%
et - Notes:
(i) BEERERTES RITEE BE (i) Debt comprises bank overdraft, bank
HEBKRIRBRER (E@FED R borrowings, obligation under finance lease and
EAFIEE32 0 36 © 37/%38) ° convertible notes as detailed in notes 32, 36,

37 and 38 respectively.

(if) BABEREEBZMBEARGEE - (ii) Equity includes all capital and reserves of the
Group.

ANNUAL REPORT 4 #2010 117




6.

118

CHINA STAR ENTERTAINMENT LIMITED

B R KA R A HE

Bt % $t % [ 5% Notes to the Financial Statements

HEZ

T—FFE+-A=+—HILEE For the year ended 31st December 2010

7 REF
BEBHBRARS ENZERAR  BAAE
EES FAAESEEATRENN -

RERNTIELERRE ((TEEEARRE RS
RERERXREFHZABZ2HEN 27X —20
AREEMARTINEENE

REFRTEEERBME  TELERRERME
MEFERERNNEZETRA - RREFE
MHEREEUESFIEL 2D EHREME % F
EVCLHMBEANCAHE-RE-KEXBIE
WEIEZRITREEK] -

HBEERBYRBELEEBME  TELERK
ERRMIMESEEMES KA EEERRS
HEXB-BREFEMBRELENESHRFLZ

NEBEME  ZEEZMBEREAHE—R
E-RExBoB BRAINEERBERBLE
E A

RBVHEELEEBNE  TELERKEEH
R AN BBV EEBRIORN 2 X5 - 5
BEEEMBEREENFESRIEL 20 BBEM
FORREEBCMBENCAMHE-BE-K
EERBGOE BRIBUERLEXRHK] -

HENBITER
ERBEB AR R
H it B R MR A%

BEREERE - RRPIEESERE
RERT RYOHE RS k&Y
BEYHELEXE — RERBBYHEE

EBWEUE R 2 %75

6.

SEGMENT INFORMATION

For the purpose of monitoring segment performance
and allocating resources between segments, all
assets are allocated to reportable segments other than
unallocated assets.

In a manner consistent with the way in which information
is reported internally to chief operating decision maker
(the “CODM”) for the purpose of resources allocation
and performance assessment, the Group is currently
organised into the following operating segments:

For film distribution operations, the CODM regularly
analyses film distribution revenue on the basis of
individual film. For segment reporting under HKFRS 8,
financial information of these films has been aggregated
into a single operating segment named “film distribution
operations”.

For hotel and gaming service operations, the CODM
regularly reviews the performance of Hotel Lan Kwai
Fong Macau on the basis of revenue generated by
it. For segment reporting under HKFRS 8, financial
information of this hotel has been aggregated into a
single operating segment named “hotel and gaming
service operations”.

For gaming promotion operations, the CODM regularly
reviews the investment in the operation which receives
profit streams from the gaming promotion business.
For segment reporting under HKFRS 8, financial
information of this operation has been aggregated into
a single operating segment named “gaming promotion
operations”.

The principal products and services of each of these
divisions are as follows:

Production and distribution of
motion pictures and
television drama series and
provision of other film related
services

Film distribution -
operations

Provision of hotel services and
gaming operation services in
Hotel Lan Kwai Fong Macau

Hotel and gaming -
service
operations

Gaming promotion -
operations

Investing in operations which
receive profit streams from
the gaming promotion business
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6. f_—}ﬁﬁﬁ*ﬁl (/f/g-‘?) 6. SEGMENT INFORMATION (Cbnt/nued)
EBRRSEG IO BEERZROT Segment information about these businesses is

presented below:

(a) REEEBEIFEIZ2AEBMUEREE (a) An analysis of the Group’s revenue and
i results by operating segments
AERE PEEE
Segment revenue Segment results
—Z2-%f% “ZENF —2-2f% —ZETNE
2010 2009 2010 2009
TR TR THERT TR
HK$’000 HK$'000 HK$’000 HK$'000
BEFUNMEEE  Fim distribution operations 1,317 26,580 (520) (11,738)
BIE R % Hotel and gaming service
Bexk operations 725,130 222,043 64,333 (76,635)
EVHELEEE  Gaming promotion
operations 137,814 294,806 (70,349) 292,710
864,261 543,429 (6,536) 204,337

APEEEERBA  Reconciliation from segment

w2 E results to profit before taxation
RABRBERA Unallocated corporate income 34,249 65,192
PEAREER Change in fair value of financial

LEBEREZ assets classified as

ATEEES held for trading 28,707 15,622
BREMELRT Change in fair value of

BEED investment properties 12,270 19,652
ABBEZCHEZ  Impairment loss recognised

REEE in respect of goodwil - (24,862)
RABEERT Unallocated corporate expenses (42,47) (112,698)
B ArE R Profit before taxation 26,219 167,243
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CHINA STAR ENTERTAINMENT LIMITED
OB R KA R A

&k Notes to the Financial Statements
Z2E-FF+-F=1+—HIFE For the year ended 31st December 2010

6. SEGMENT INFORMATION (Continued)

(a) An analysis of the Group’s revenue and
results by operating segments (Continued)

Revenue reported above represents revenue
generated from external customers. There were
no inter-segment sales in the both years.

Segment results represent the profit earned
by each segment without allocation of central
administration costs, change on fair value of
investment in trading securities and investment
properties and income tax expenses. This is the
measure reported to the CODM for the purposes
of resource allocation and performance
assessment.

(b) An analysis of the Group’s financial position
by operating segments

—B-ZfF —ETNF
2010 2009
FTHEx FET
HK$’ 000 HK$’ 000
BE ASSETS

DEEE Segment assets
—BRRITREER ~ Film distribution operations 60,011 73,621
—BERBYRBEEER - Hotel and gaming service operations 1,248,717 1,354,038
—BREELEER — Gaming promotion operations 801,144 1,022,182
DEEEHRE Total segment assets 2,109,872 2,449,841
AOREE Unallocated assets 1,235,220 740,434
3,345,002 3,190,275
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6. THEEHR(ZF 6.

(b) BREXBIBVEDI2AKEHBRRSD

SEGMENT INFORMATION (Continued)

(b) An analysis of the Group’s financial position

(&) by operating segments (Continued)
—E2—ZF —TENF
2010 2009
THExT FHET
HK$’ 000 HK$’ 000
= LIABILITIES
DEARE Segment liabilities
—ERRTREER - Film distribution operations 21,215 42,552
—BIERERREEEET - Hotel and gaming service operations 624,648 735,732
—BREELEER ~ Gaming promotion operations 10 10
DEAERRE Total segment liabilities 645,873 778,294
AAEEE Unallocated liabilities 119,263 92,588
765,136 870,882

REZNEXRARESBROIRERME

. MBEEDSERTATREDE - R
ERREE  REVE BE - ERAR
BERE KER: BETRREERANS
ZHBHIE  BIEEERE  BUBER
AR BABE R RRITESR 2
BERARIELE 2 EENRERETOIRA S
ZEE - BEMREREE RSN
P54

. FEREBEDNDIETAETHRENE  HEAE
BERE - i EWire  BETEB REAM
FENFR - EXEHBEREREN B E
RARIARRIN
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For the purposes of monitoring segment
performances and allocating resources between
segments:

o all assets are allocated to reportable
segments, other than interests in
associates, investment properties,
goodwill, convertible notes receivable,
deposits for investment, conversion
options embedded in convertible notes
receivable, held for trading investments,
amounts due from associates, prepaid
tax, cash and bank balances, assets
classified as held for sale and partial
property, plant and equipment and
leasehold land for central administrative
purposes; and

° all liabilities are allocated to reportable
segments, other than convertible notes ,
partial deposits received, accruals and
other payables, deferred tax liabilities
and amount due to an associate.
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1 % it 3¢ Bt 5E Notes to the Financial Statements
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6. '\ﬁﬁﬁ*ﬁl (/ﬁ/gﬁ) SEGMENT INFORMATION (Continued)
(c) HibhpBER (c) Other segment information
EYRMREER EERBVRELEER BYERLEER AR &4
Hotel and Gaming
Film distribution gaming service promotion
operations operations operations Unallocated Consolidated
ZIENE ZERNE
2009 2009
TR T
LG HKS'000 GG HKS'000 - GLEHITIE  HKS'000 G LEIDE  HKS'000 LG HKS 000
HiyEs OTHER INFORMATION
Bt Amortisation of film rights B4 2050 - - - - - - B4 20590
BELHERBE  Amortisation of inerests
in leasehold land 80 80 19,763 7,599 - - - 19,843 7,679
n% BER Depreciation of property,
REnE plant and equipment 79 1048 87692 37110 - - - - g4 38,158
FAsEmEL Impairment loss recognised
ERANEEE in respect of fim rights 1,339 - - - - - - - 1% -
BRaNEE Impairment loss recognised
ERAGERE in respect of intangible assefs - - - - 197913 - - - 197913 -
BEREZCES  Impaiment loss recognised
HEER in respect of goodl - 15416 - -89S - - B 895 4078
(d EBBXEEFZER (d) Information about major customers
BIEREERBEEEBEE 2K Included in revenue arising from hotel and
A B725,130,0008 L (ZEZT NF gaming service operations of HK$725,130,000
222,043,000/ 70) BIEHE TAEE 2 & (2009:HK$222,043,000) are revenue of
7(%}5?EZH&)\%"]Z%659,773,0005§71 approximately HK$659,773,000 (2009:
ZZT TN F 1 199,460,000% 1) © ¥ HK$199,460,000) which arose from sales to the
HELEEBEE 2B A B137,814,000 Group’s largest customer. Included in revenue
BT (ZZEZ N4 + 294,806,000 7T) £ arising from gaming promotion operations of
RHEETEAERZ —ERATEFELE 2K HK$137,814,000 (2009:HK$294,806,000) are
A e revenue arose from sales to one of the Group’s
largest customer.
. RZE—TFERZZTTNF  HEEME No other customers contributed 10% or more to
v PEEBASBERAZI0%HMNE - the Group’s revenue for both 2010 and 20009.
o ;
7 L )
= i
@
&
< ‘,m =
. =
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6. ﬁ;’ﬁﬁ*ﬁl (/Z/g-‘?) 6. SEGMENT INFORMATION (Cont/nued)
(e) FTEERRBRBEZRA (e)  Revenue from major products and services

—E-FF —TENF

2010 2009

FExT FHET

HK$’ 000 HK$’ 000

BEETERA Film distribution fee income 1,317 20,073

BEEERBKA Film production service income - 6,009

H th % 52 48 B8 AR 7% U A Other film related service income - 498

B G BB R A Hotel room income 52,426 18,611

Rk miEE Food and beverage sales 12,931 3,972

FEREEE 2 RFWA  Service income from table gaming operations 653,696 197,027

BTERBEEEY Service income from slot machine

2 R A operations 6,077 2,433
BEYHEEBERKIUEF Receive profit streams from gaming

promotion business 137,814 294,806

864,261 543,429
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6. f_—,\ﬁﬁﬁ*ﬂ (/ﬁ/gﬁ 6. SEGMENT INFORMATION (Continued)
f) #hEE B (f) Geographical information
TRIHAEBZTHMEZHE DT - The following table provides an analysis of the

Group’s sales by location of markets:

RENEEFZBA RBEE*
Revenue from
external customers Non-current assets*
=22l —TTAF =Rkl —_TTHF
2010 2009 2010 2009
FET FHET FTERT FHET
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
BE Hong Kong 1,087 24,779 77,769 66,112
P Macau 862,944 516,849 1,973,155 2,250,965
IR Worldwide other than
(BB RRFMBRIN Hong Kong and Macau 230 1,801 - -
864,261 543,429 2,050,924 2,317,077
i FERBDEETRERBE AR ER * Non-current assets excluding interests in
R EU TR TR © associates and convertible notes receivables.

7. TURNOVER

7. EXEHE EFEEYY  —mzhs
2010 2009
FTHExT FET
HK$’ 000 HK$ 000
BEETERA Film distribution fee income 1,317 20,073
BERERERBUA Film production service income - 6,009
PR 75 U A Service income - 498
) TR 5 U A Hotel room income 52,426 18,611
o BEmEkARmEE Food and beverage sales 12,931 3,972
L HBEREEBIZRBRA Service income from table gaming operations 653,696 197,027
. AT EEMEAEIE Y REKA  Service income from slot machine operations 6,077 2,433
BRI EEB WA T Receive profit streams from gaming
promotion business 137,814 294,806
‘a¥ 864,261 543,429
S ot
"ol W
.q 4
G'I
@ v,
¢
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8. Ef&[&é 8. OTHER REVENUE
—E-ZfF —TTNF
2010 2009
FET FAET
HK$’ 000 HK$’ 000
RITH B A Bank interest income 1,965 345
BB RE R Imputed interest income from convertible
MEWA notes receivable 1,212 2,488
He A Rental income 17 456
BEEBRA Management fee income 2,560 4,430
Eth B B I S Other ancillary hotel revenue 19,539 2,385
25,293 10,104
9. E@WA 9. OTHER INCOME
—E-FF —TEhF
2010 2009
FExT FAET
HK$’ 000 HK$’ 000
B 5 e W IR 3R I E g W ke Reversal of impairment loss on trade
BEEE 2 & E and other receivables 14 119
JRE U B B 2 A B SRR Reversal of impairment loss on amount
2B E R B due from former associates - 25179
fE o] A R AR =R 2 v A Gain on redemption of convertible notes - 17,254
12 BB Bl FE U AT R R IR Gain on early redemption of convertible
2 notes receivable 26,983 -
HEE - HEE KRR Gain on disposal of property, plant
2 i ) and equipment - 9,760
SN 5 )V 28 Net foreign exchange gain 595 151
HAh Others 210 2,625

27,802 55,088
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10. BE KA

10. FINANCE COSTS

ARAFANREER

AMBRREZERENE
BARAEFAZHEER
ZIRITEENE

AREFAZBUEE
HpE R E
MEHENS

Ny

BRZ

B ERIRCENMEER

1. BB AR

Imputed interest on convertible notes
wholly repayable within five years

Interest on bank borrowing wholly
repayable within five years

Interest on other loan wholly
repayable within five years

Interest on finance lease

Less: Amount capitalised in the
construction in progress

CHINA STAR ENTERTAINMENT LIMITED
OB R KA R A

11. PROFIT BEFORE TAXATION

BB AT A 2 F0BR T FIR IR

ERRE(BREEKRN)
55

T 3t o 1 6

% BUED B =

FERA (BEHERAE)

REEFBE(Hi15)
Y MR R EER

= : BEHBENE
SEranEe

L

-

Profit before taxation has been arrived
at after charging:
Amortisation of film rights
(included in cost of sales)
Amortisation of interests in leasehold land
Auditors’ remuneration
Cost of inventories
(included in cost of sales)
Depreciation of property, plant and
equipment
Employee benefit expenses (note 15)
Loss on disposal of property, plant
and equipment
Operating lease rental in respect
of rented premises

—E-ZF —ZTThE
2010 2009
FHET FH&T

HK$’ 000 HK$’ 000
- 5,359
15,664 19,520
- 3,973
31 24
15,695 28,876
- (6,604)
15,695 22,272

—E-FF —EEhF
2010 2009
FHET FH&T

HK$’ 000 HK$’ 000
254 20,590
19,843 7,679
1,330 928
5,048 2,821
88,421 38,158
102,334 77,651
713 -
1,487 2,314
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12. ﬁlﬁi‘iﬁﬁ 12. TAXATION CHARGE
—E-ZF —ZTThF
2010 2009
FET FHET
HK$’ 000 HK$’ 000
MIEZHET : The taxation charge is as follow:
Huh AARER 2 AHTIE ¢ Current tax in other jurisdictions:
BEFE (BETR) HBEEME  (Under)/over provision in prior years (11) 128
(11) 128
R IE Deferred tax:
REE Current year (1,381) (2,976)
(1,392) (2,848)
HBRARAREMNBARHEEMRAEEEZE No provision for Hong Kong Profits Tax has been made
BB A R FRERDUR A E 2 8ET AEBIEE for both years as the Company and its subsidiaries
MEEE WY EREMEE 2 BBNETIED have no assessable profits arising in Hong Kong or
B taxable profits were wholly absorbed by estimated tax
losses brought forward.
BRAFEERTAF BT FEARNBIEERE No Macau Complementary Tax has been provided as
KRR RHBEE WU ERBPINEHTH assessable profit for the year was set off against the
TEH B4 o tax losses brought forward from previous years or was
exempt for tax liability.
HiheEgm o MIBEREMA AR 2 BITHE Taxation arising in other jurisdictions is calculated at
TE - the rates prevailing in the relevant jurisdictions.
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12. BEXE (Z)

FR - AEERWAR AR AEN SR ZHEA

12. TAXATION CHARGE (Continued)

The taxation for the year can be reconciled to the profit

CHINA STAR ENTERTAINMENT LIMITED
OB R KA R A

T before taxation per the consolidated income statement
as follows:
“Z2-Bf —ZENE
2010 2009
TEx FTET BO
HK$’000 HK$’'000 %
BR 4 A1 i A Profit before taxation 26,219 - 167,243 -
BRI HE Taxation at domestic income
AEZHE tax rate (4,326) (16.5) (27,595) (16.5)
DEBERRERLZ Tax effect of share of results
WETE of associates - - 2 0.1
AAMBETHZHBFE  Tax effect of expenses not
deductible for tax purpose (36,665) (139.8) (43,926) (26.3)
TEEHMAZHBEZE  Tax effect of income not taxable
for tax purpose 27,900 106.4 65,947 394
AERZMGABEBE L Taxeffect of estimated tax losses
BT E not recognised (5,746) (21.9) (2,296) (1.4)
BERERZAEH Tax effect of utilisation of estimated
EHHEBEBBEZHBEFE  taxlosses previously not recognised 14,465 55.2 5,020 3.0
RERMMBREH Tax effect of exemption for tax liability
HBEEEZHETE in Macau Complementary Tax 10 0.1 - -
EEMEZEREEZ Effect of different tax rates
B ARz RE of subsidiaries
LEE operating in other jurisdictions 2,970 1.3 - -
FANEZH Tax charge for the year (1,392) (5.2) (2,848) (1.7)
13. Hﬁ%\ 13. DIVIDENDS
—E—=F ZETNF
2010 2009
FET FHET
»- HK$’ 000 HK$ 000
v,
- REABRBEDIRZIRE Dividends recognised as distributions
» \ during the year:
ZET NEFERPKE 2008 final paid
\ —1,039,509,368R% 1% 12 — HK$0.02 per share on
‘a¥ FH%0.0278 7T 1,039,509,368 shares - 20,790
@
2 w $@\ T%$Ti¥%,}i§*%@é T-TER-ZTT The directors of the Company do not propose the
‘Qﬂ =+ —BIEEZRE payment of dividend for the year ended 31st December
PNy 2010 and 2009.
e ¥ &
@ v,
¢ ®o
ep e
Qo 28 "
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BR(E8) &F 14.

AREEEARESREAREE (BB BF
TR AT 8B E

(LOSS)/EARNINGS PER SHARE

The calculation of the basic and diluted (loss)/earnings
per share attributable to owners of the Company is
based on the following data:

—E—-2fF ZZEERF
2010 2009
FHERT FHET
HK$’ 000 HK$’ 000
AEERERN(EER) B2 (Loss)/earnings attributable to owners of the
KABEB A Company for the purpose of basic
fEfh (B18) /&BF| (loss)/earnings per share (8,083) 204,388
A mRER A Add: Interest on convertible notes
(0B IE) (net of tax) - 1,616
TESREE (BE) & (Loss)/earnings attributable to owners of the
ZARRNEHEE AEG Company for the purpose of diluted
(F18) /&7 (loss)/earnings per share (8,083) 206,004
—EENE
2009
(E3))
(Restated)
R#BEE Number of shares
HEEBREA(ER) /BRI ZNE  Weighted average number of ordinary shares
FHEBREE for the purpose of basic (loss)/earnings
per share 3,400,123,287 927,546,128
BEEEELBRR o TE Effect of dilutive potential ordinary shares:
[=gies Share options - 9,430,638
AERER Convertible notes - 118,031,723

FTEEREE (BB RN nE
THERREE
per share

HRARAHBRR -Z-—ZFENA+—BZEX "
AESREAREE (BR) /BANFAERAEE
TE-EEF_A=+-BE-ZETAF+_A
St-HUEFEZMEFSERREREE D HE
HENET -

ARARRIBRE—T—FTHE+_A=1t—-AL#F
B REITER Hx%ﬁz B ROREITERE R
TEERHLEBRER  RBTEELREERE
Bt EEREERANEREFABHZRBRT
fi -
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Weighted average number of ordinary shares
for the purposes of diluted (loss)/earnings

3,400,123,287 1,055,008,489

The weighted average number of ordinary shares for the
year ended 31st December 2010 and 31st December
2009 for the purpose of basis and diluted (loss)/
earnings per share has been adjusted and restated
respectively resulting from rights issue completed on
11th August 2010.

The computation of diluted loss per share did not
assume the subscription of the outstanding warrants
and the exercise of the share options of the Company
since their subscription/exercise would result i
decrease in loss per share and thus anti-dilutive
year ended 31st December 2010.
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BE-Z—ZTF+-A=1+—HILFE For the year ended 31st December 2010

15. EEE*UF‘%E‘Z 15. EMPLOYEE BENEFIT EXPENSES

—E-EF —EENF
2010 2009
FHET FET
HK$’ 000 HK$’ 000
EE1kS Directors’ remuneration 7,395 5,655
EEHe Directors’ fee 360 360
e K HEAER, Salaries and other allowances 71,506 58,597
ARG 0 25 2 53R Share-based payment 8,238 8,039
R ARAE T FT &I Retirement benefits scheme contributions 1,504 642
EERMAX Staff welfare expenses 13,331 4,358
102,334 77,651

(a) EEHS (a) Directors’ emoluments
AAREECHI M -RBIIENTES The Company’s board of directors is currently
B =BT ESBMERK - composed of three independent non-executive

directors and three executive directors.

f Py 443 B E B4 4858 58,170,000 ;I'h(tehagdgregtate a;n:;untcof emolu;nehts t;anable
e . — o the directors of the Company during the year
BT (ZEEAF 68550008 ) « & pany guring ey

AR SEERE T TER_—TEAL was HK$8,170,000 (2009: HK$6,855,000). The
Ai o EoETEER=E N remuneration of each director of the Company
T=ASt-REFEZMENT - for the year ended 31st December 2010 and

2009 is as below:

EELES ok EOREMEY BUABRELER  URBXfZRE ag
Salaries and Retirement benefits Share-based
Name of director other allowances  scheme contributions payment
“ETNE
2009
T
HK$ 000 ’ HKS 000" Sl
e mEBLE Mr. Heung Wah Keung - - 3450 2600 12 12 - -6 2612
RRELL Ms. Chen Ming Yin, Tiffany - - 30 2340 12 12 - -3 23
.. b EEY o Ms. Li Yuk Sheung - - 715 715 12 12 39 804 1166 153
2 R HEEEE Mr. Hung Cho Sing w1 - - - - - )
U @BEEE 0 M HoWaiChiPaul w W - - - - - S W
PEYEE Mr. Leung Hok Man 120 120 - - - - - - 120 120
a® : 360 %0 735 565 3% 3% 37 804 8170 6855
. :
ol TR
DQ“. ‘.’
Lel
¥ P
[ '_
¢ oo
a!. \a
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15. EERFBEX (&)

(a) EBMEE
ARREZZHMEBENT

HEZZ—ZTF+-A=1+—HILFE For the year ended 31st. December 2010

15. EMPLOYEE BENEFIT EXPENSES
(Continued)

(a) Directors’ emoluments (Continued)

The emoluments of the directors of the Company
fell within the following bands:

EEAY

Number of directors
—ZETNF
2009
= 21,000,000 7T Nil to HK$1,000,000 3 3
1,000,001/ 7t £1,500,0007% 7T HK$1,000,001 to HK$1,500,000 1 -
1,500,001/ 7T 22,000,000/ 7T HK$1,500,001 to HK$2,000,000 - 1
2,000,001/ 7c £2,500,000/% 7T HK$2,000,001 to HK$2,500,000 - 1
2,500,001/ 7T £3,000,0007% 7T HK$2,500,001 to HK$3,000,000 - 1
53,000,000/ 7T Over HK$3,000,000 2 -
6 6
FA AEEBERARAREEINHE During the year, no emoluments were paid by
VER DN AR &2 [ 38 00 B2 I 2 82 B o ok K B the Group to the directors of the Company as
MNZHE FRAMEARAESHEST an inducement to join or upon joining the Group

ANNUAL REPORT 4E$& 2010

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

131




CHINA STAR ENTERTAINMENT LIMITED

132 NPT EY R Y

B % i % B 5 Notes to the Financial Statements

HE-Z—ZEF+-A=1+—HILFE For the year ended 31st December 2010

15. EEE*U 5 i (lf/,g—‘?) 15. EMPLOYEE BENEFIT EXPENSES
(Continued)
(b) LTEREHFMAL (b) Five highest paid individuals
AEERFARAEESFTHZATEE The five individuals whose emoluments were
ME (ZZETNE MB)ALBES the highest in the Group for the year include
H ¥ H£6,644,0008 L (ZTTNF : two (2009: two) directors of the Company
4,964,000 7T) I B # £ XM 5E(a)3 whose emoluments are reflected in note (a)
ToRAFEENEKR=ZFAT(ZZE above and amounted to HK$6,644,000 (2009:
NFE:ZR)Z2BHemT - HK$4,964,000). The emoluments payable to the

remaining three individuals (2009: three) during
the year were as follows:

—E-ZF —ETNEF

2010 2009

FHET FET

HK$’ 000 HK$’ 000

o & EAERL Salaries and other allowances 5,049 3,179
R ORE FIET B 5K Retirement benefits scheme contributions 36 36
AR 4 2 3 Share-based payment 1,316 2,215
6,401 5,430

E#R=-Z(ZEThhF  ZZ2) a5 MW The aggregated emoluments of each of these
EEBM e BHEEENT : remaining three (2009: three) highest paid

individuals fell within the following bands:

A

Number of individuals

1,500,001 7L £2,000,000/87c  HK$1,500,001 to HK$2,000,000 1 2

"B 2,000,001/8 7L £2,500,000/ 7  HK$2,000,001 to HK$2,500,000 1
& 2,500,0018 7 £3,000,000/& 7T  HK$2,500,001 to HK$3,000,000 1 -
* 3 3

a¥
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16. R IKE 75 &

(a)

AL BERERGIMEDESFERHZ R A
FEPIAEMBEERERIABHMEATE
A8 (BB UR=_FFT
FtoA-BRLEEBRHFERKREFS
(&8 - AEEMEETEREHEAES
MREEEE - AEECBEREEEMHR
FHE NAEREESABBUKA L%
W BE WA LR AZEE 220,000
T HARELERERARME - BER
BEBREHRTHABEARE - AR
BB EFzEBERZBEBH (B E
AEERCEE)BERARE -BREE
AECEERAREZEENHARTE L
H-IABYEBESHR -

RAEBZMBARERMMEFREE AR
P [ I P8 93 3 70 IR 8 32 2 SR AR
WA B E - RPIEBAEARERKRE
FIEH 8IS — TR BHE SR - R B4R &
B AKEFRAFRBA SR 2ERKE
MEt Bl —EETRZ S ELAT
AR -

FA - RKBEFEEIETORE RKRER B
1,000/ 70 (ZEZ N5 : 50008 ) #
2B E A B1,359,0008 7T (Z BB NE
642,000/ L) °
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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 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
the income statements as incurred. In respect
of those employees who leave the Group prior
to completion of qualifying service period, the
relevant portion of the employer’s voluntary
contributions forfeited (represents the assets
transferred from the Old Scheme) will be
reverted to the Group. The assets of the MPF
Scheme are held separately from those of the
Group in an independently administrative fund.

The staffs employed by the Group’s subsidiaries
in Macau are members of the government-
managed retirement benefits schemes operated
by the Macau Government. The Macau
operations are required to pay a monthly fixed
contribution to the retirement benefits schemes
to fund the benefits. The only obligation of the
Group with respect to the retirement benefits
schemes operated by the Macau Government
is to make the required contributions under the
schemes.

During the year, the retirement benefits schemes
contributions net of forfeited contributions
of HK$1,000 (2009: HK$5,000) amounted
to approximately HK$1,359,000 (20009:
HK$642,000).
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17. :F@% N %gg&%&ﬁ 17. PROPERTY, PLANT AND EQUIPMENT
ERIR BF HENELE  GAREE  HERZE "E 3
Furniture Machinery
Construction Leasehold and and Motor
in progress Buildings improvements fixtures  equipment vehicles Total
TiEn Thn TR iR AL TiEn iR
S| The Group HK$ 000 HK$'000 HK$ 000 HK$'000 HK$'000 HK$ 000 HK$ 000
HA Cost
RZEENE-A-H At 1st January 2009 488,646 7,243 1,251 11,318 2,850 3,669 514,977
RE Additions 302,876 - - 91 14179 - 317,146
WEHBAA Acquisition of subsidiaries - - - - 3 83 86
HEMBAR Disposals of subsidiaries - - - - 9) (83) (86)
REREEE Transfer upon completion (791,522) 280,456 293,047 218,019 - - -
e Disposals - (148) (687) (4,599) (65) (176) (5,675)
RZZENEF-AZT-H  At31st December 2009 and
k=E-5£-8-A 1t January 2010 - 287,551 293611 224,829 16,964 3,493 826,448
AE Additions - 2,233 5,365 28,979 1,488 - 38,065
HE Disposals - - (180) (3,792) (1n) - (4,143)
RZT-TEFZA=F—H At 31st December 2010 - 289,784 298,796 250,016 18,281 3,493 860,370
ZRAE Accumulated depreciation
RZTENE-A-8 At st January 2009 - 3,062 1017 10572 2718 2,625 19,994
ERfE Charge for the year - 3,719 14,112 17,780 2,041 506 38,158
HERER Eliminated on disposals - (148) (105) (4,458) (64) (176) (4,951)
LENBAARYS Fliminated on disposals
of subsidiaries - - - - - 7 (7)
RZZENEFZAZT—H At 31st December 2009 and
k=%-%£-8-A 1t January 2010 - 6,633 15,024 23,804 4,695 2,948 53,194
ERfE Charge for the year - 8,121 38,601 36,145 5,004 460 88,421
it E R Eliminated on disposals - - 1) (2,434) (1) - (2,626)
RZZ-SEFZF=+-HB  At31st December 2010 - 14,754 53,604 57,605 9,618 3,408 138,989
FERE Net book value
RZZ-E5+-F=+-R  At31st December 2010 - 275,030 245,192 192,411 8,663 85 721,381
RZEENEFZAZT-H At 31st December 2009 - 280,918 278,587 200,935 12,269 545 773,254

REBZE_ZT-—ZTFFT_A=+—HLEFE &
BIRZAEARBAAEFEEEL(ZEE
JUF : 6,604,00087L) c R T —TF+ A
=+—H E5F4274,198,0008 T (ZTZThF :
279,877,000/ 7T) B FER L EAERITER
2R

Included as additions in construction in progress
for the year ended 31st December 2010 was
interest capitalised of nil (2009: HK$6,604,000). At
31st December 2010, buildings of approximately
HK$274,198,000 (2009: HK$279,877,000) have been
pledged to secure banking facilities granted to the
Group.
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18. $ﬂ%iiﬂﬂ$ﬁ?§ 18. INTERESTS IN LEASEHOLD LAND
AEME
The Group
—E-EF —EENF
2010 2009
FERT FET
HK$’ 000 HK$’' 000
KA Cost
n—H—H At 1st January 521,734 521,734
NE Additions 241 -
R+—-—A=+—8H At 31st December 521,975 521,734
EREH Accumulated amortisation
w—A—H At 1st January 37,401 19,210
F N Charge for the year 19,843 18,191
R+=-—A=+—8 At 31st December 57,244 37,401
ARESFE Net book value
R+—A=+—H At 31st December 464,731 484,333

AEBNEEL 2 BERRNEEMEOFE

HEEmAES O

The Group’s interests in leasehold land represent

prepaid operating lease payments and their net book

values are analysed as follows:

RBATHOKBE BB L1
RHEIAR A

REBATHORTAE 2RI LM
hEITE A

RZE—ZTF+-_A=+—H HELwEREY
461,824,000 7t (ZZEZ JLF : 481,346,000
T EEIEAAEBfERTERZER -
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E3
The Group
—E-FF ZZENF
2010 2009
THET TET
HK$’000 HK$’ 000
Land in Hong Kong, held on
medium-term leases 2,907 2,987
Land in Macau, held on
medium-term leases 461,824 481,346
464,731 484,333

facilities granted to the Group.
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At 31st December 2010, interests in leasehold
land of approximately HK$461,824,000 (20009:
HK$481,346,000) have been pledged to secure banking
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18.

19.

*ﬂﬁiiﬂ_ﬂgé (HE_ 18. INTERESTS IN LEASEHOLD LAND
(Continued)
ENEEREZBERIEZAT(ZETNF: Amortisation expense on prepaid lease payments of
10,512,000 L) ER A FEE R A E  # nil (2009: HK$10,512,000) has been capitalised to
BREREEBTI 2EEZIR - BENHEERE 2 EH construction in progress under property, plant and
B 219,843,000/ 7t (Z 2 N F : 7,679,000 equipment for the year. Amortisation expenses on
T ERRNFEEEEBMARF IR - prepaid lease payments of HK$19,843,000 (2009:
HK$7,679,000) has been charged to the consolidated
income statement for the year.
?ﬁﬁ%% 19. INVESTMENT PROPERTIES
TEHE
The Group
—E-ZF ZETNF
2010 2009
TET FET
HK$’000 HK$’ 000
Hn—H—H At 1st January 61,310 49,930
EBREDERFIELECAE Transfer to assets classified as held for sale - (8,272)
NEBEZEM Increase in fair value 12,270 19,652
R+=ZA=+—8H At 31st December 73,580 61,310

AEBRN-_FT-TFER-_ZFFTAFT_A=1—
RZREMEZAFEEDREBLZEXRMGERD
THEFGEERAR (EFAEEZBAEAL)R
ZAETZHEESL - PREFGERAA/ER
BEMBEKE BEABEERIHFGEEH
wRBLMEZER ZEENK2EONHRER
M2 AL EHE RERIER -

AEEFARBESHENREBRNES Y MEE

B YRAATEERAHE
ESL

DEEARRKRE

The fair values of the Group’s investment properties at
31st December 2010 and 2009 have been arrived at on
the basis of a valuation carried out at that date by Grant
Sherman Appraisal Limited, independent qualified
professional valuers not connected to the Group.
Grant Sherman Appraisal Limited are members of the
Hong Kong Institute of Valuers, and have appropriate
qualifications and recent experience in the valuation
of properties in the relevant locations. The valuation
was arrived at by reference to market evidence of
transaction prices for similar properties in relevant
market.

All of the Group’s property interests held under
operating leases to earn rentals are measured using the
fair value model and are classified and accounted for
as investment properties.
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19. REYE (& 19.
BEANEZBRATEBTEL (CTEAE:
61,310,0007% 7T B 45 47 1 7 % B Ff 28 48 17 B
H2 AR BERSENEONBE2EEH -

AEERENEREFREEINOT :

INVESTMENT PROPERTIES '(Cont/nued)
The aggregate fair value of investment properties of nil
(2009: HK$61,310,000) have been pledged to secure
banking facilities granted to the Group. The minimum
lease payments have been paid in full at the inception
of the lease.

The Group’s investment properties at their carrying
amounts are analysed as follows:

—E-BfF —EENF
2010 2009
FERT FHET
HK$’ 000 HK$’ 000
RIBATHEEREELN 2 Investment properties in Hong Kong
EREEEYE held on medium-term leases 73,580 61,310
20. E@ﬁﬁ%@ﬁj%ﬁ"ﬁ 20. INTERESTS IN SUBSIDIARIES
RAF]

The Company
—E-EF ZEENF
2010 2009
FERT FET
HK$’ 000 HK$’ 000
MR - REKARE Unlisted shares, at cost 1,028,888 1,028,888
ERZBEEE Impairment loss recognised (30,299) (30,299)
998,589 998,589
JE U B B X B R IE Amounts due from subsidiaries 2,096,070 2,039,167
BERERZREEE Impairment loss recognised (1,129,501) (988,799)
966,569 1,050,368
1,965,158 2,048,957

ANNUAL REPORT 4E$& 2010
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HitEd AN BARIRKESEARHEE
/EE\°$ AEERA RZZE—ZF+_H
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20. AHB R B RER

INTERESTS IN SUBSIDIARIES (Continued)

Amounts due from subsidiaries are unsecured, interest-
free and have no fixed repayment terms. In the opinion
of the directors of the Company, the Company will not
demand for repayment within twelve months from the
end of the reporting period and the amounts due from
subsidiaries are therefore shown as non-current.

Other amounts due from/to subsidiaries of the Company
classified under current assets/liabilities accordingly.
In the opinion of the directors of the Company, the
carrying amounts of amounts due from/to subsidiaries
as at 31st December 2010 approximately to their fair
values.

The carrying amounts of the interests in subsidiaries
is reduced to their recoverable amounts which are
determined by reference to the estimation of future cash
flows expected to be generated from the respective
subsidiaries.

Details of the Company’s principal subsidiaries as at
31st December 2010 are set out in note 49.
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21. %% 21. GOODWILL
EEE
The Group
—E-ZfF —ETNEF
2010 2009
FTHExT FiET
HK$’ 000 HK$ 000
2% Cost
R—HA—H At 1st January 117,678 117,678
NE (K7i#43) Additions (note 43) - 24,862
HEHB A A Disposals of subsidiaries - (24,862)
Rt+t-—BA=+—H At 31st December 117,678 117,678
A Impairment
W—A—H At 1st January 108,703 93,287
ERZRERE Impairment loss recognised 8,975 40,278
oH B B B A ) B 8 Eliminated upon disposals of subsidiaries - (24,862)
R+—-—A=+—8H At 31st December 117,678 108,703
BREE Carrying amount
R+=—ZA=+—8H At 31st December - 8,975
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HE-Z—ZEF+-A=1+—HILFE For the year ended 31st December 2010

21. BHE (& 21. GOODWILL (Continued)
BEHENR Impairment testing of goodwill
MAEANAMNE  BERIEEREBEEKERZ For the purpose of impairment testing, goodwill has
EXRSEM([ELERSBMN]) AT —ZTF been allocated to the cash generating units (“CGU")
TZA=+—B BAEZEEE (MR RFRE identified according to business. The carrying amount
EiE) R of goodwill (net of accumulated impairment losses) as
at 31st December 2010 is allocated as follows:
rEHE
The Group
—E-%fF —ZTENF
2010 2009
FTET FET
HK$’ 000 HK$ 000
BEHEED Gaming promotion business - 8,975
B BIE Film productioin - -
- 8,975
REZEZZ-—TFF+_A=+—HLEFE A2 For the year ended 31st December 2010, the directors
AEEC2ERUCERTEGEMTHETG of the Company assessed the recoverable amount of
ERABETZHEEHBVEREB CEER the CGU of gaming promotion business with reference
Bz RE&E TETRBEVHEEELZ to the valuation performed by Grant Sherman Appraisal
EER e BN G2 % EREES975000% T (= Limited, independent qualified professional valuers
TEENEE) - and determined that goodwill associated with the CGU
of the gaming promotion business was impaired by
HK$8,975,000 (2009: nil).
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BE(E

BEERENR (&)
%WﬁF¥%2ﬁéE$$ﬁZTW@%$EE
#ﬁ@ﬁﬁ%i S AFEARERRL KSR
%E%FEZ i &1 o mﬁﬁfiﬂtﬁ%
ﬁf%%ZEiﬁéﬁuW%L2$%ZE%
THERE -FREERACEVERELKEF
FEER17.45%  WERKARBARREEME
MERFHUHEAGTE2EARSRE ([]
SEEEMBEA RELABRSEMTEAMEE
ZHMETReRER/T P REERR LA
ITEZRBEEASEERERBEBTARRYET
SERBBAMBE ZEFNE BRERFTEEX -
EFAERABEEENE - ERESAUMERFE
R zBReREZLE  BELARS BB
FTAE R -MREARB A URMERE
2 REREE o

(E = NE+ZA=+—HLFE ~%£E
AEERRECESR B AIROI&E I
ErEEviErEEReEUEE HERNE
15,416,000 T - ERXBECEX RSB 27
KEeEn2EAEABEENMG ELREE
BrEEReBEMNHRARECTERZEREAEHE
RETTEBMRRFERTEYREZHE RBHAA
EX 2R IHEN  BEAREENTF KBS
BEH B RUE -

E-TT

HE-_ZTZAF+_A=Z+—"HBILEER"
R F43EBECWENBRAREEZBEY
24,862,000/ 7o A W BE FF E B EURE -
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GOODWILL (Continued)

Impairment testing of goodwill (Continued)

The recoverable amount of the CGU of gaming
promotion business was assessed by reference to
value-in-use calculation based on a five year projection
of the relevant cash-generating unit with a 2% growth
rate. This growth rate does not exceed the long term
average growth rate for the market in which the CGU of
gaming promotion business operates. A discount rate
of 17.45% per annum for gaming promotion business
was applied in the value-in-use model which uses cash
flow projections based on financial forecasts approved
by the directors of the Company (the “CGU Forecast”)
covering a five-year period. There are a number of
assumptions and estimates involved for the preparation
of the cash flow projections for the period covered by
the CGU Forecast. Key assumptions included gross
margin, growth and discount rate which are determined
by the management of the Group based on past
experience and its expectation for market development.
Gross margin are budgeted gross margin. Growth
rate represents the rate used to extrapolate cash
flows beyond the five-year budgeted period and are
consistent with the CGU Forecast. The discount rates
used are pre-tax and reflect specific risks relating to
the industry.

For the year ended 31st December 2009, the Group
assessed the recoverable amount of the CGU of film
production and determined that goodwill associated
with the CGU of film production was impaired by
HK$15,416,000. The recoverable amount of the CGU
of film production business was assessed by reference
to its value-in-use. The major factor contributing to the
impairment of the CGU of film production business
was the uncertainty regarding the number of film
productions by the Group and the expected cash
generated in the projected future years due to the
Group’s significant reduction in its film production in
recent years.

For the year ended 31st December 2009, the goodwill
of approximately HK$24,862,000 arising from the
acquisition of subsidiaries as disclosed in note 43 was
fully impaired in the year of acquisition.
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29. %E\B\}BEE 22. INTANGIBLE ASSETS
AEEF 2R
Rights in sharing
of profit streams
FAT
AEH The Group HK$’ 000
A Cost
R-ZZEENF—F—H" At 1st January 2009, 31st December 2009, 1st January 2010
—ETNF+ZA=t—H" and 31st December 2010
—E-ZF-A-BK
—ET-TF+-A=+—H 989,205
WE Impairment
RZZEThEF—HA—H " At 1st January 2009, 31st December 2009
—EENF+ZA=+—H" and 1st January 2010
kR=ZT—ZTF—A—H -
EHERZREERE Impairment loss recognised 197,973
RNZE-—ZTF+-A=+—H At 31st December 2010 197,973
REFE Carrying amount
R—ZE—ZEF+=-A=+—H At 31st December 2010 791,232
RZZEZENF+_A=1+—H At 31st December 2009 989,205
BIZEEEERMY ZRBRFIRESH R —(H The intangible assets represent the rights in sharing of
SEEBRHEEEREE SN2 ER - BHE profit streams from gaming promotion business at one
EETARAERZFREE - of the VIP room in a casino in Macau for an indefinite

period of time. Such intangible assets are carried at
cost less accumulated impairment.

HEOREFRREFNEEZERRNARRESR The junket licences associated with the rights in sharing
BPABNEGFEE - ARRESHANEBEMNE the profit streams is renewable annually by the Macau
My BEHEEERNARRBIEE  WRAKRE Government. The directors of the Company are not
BEMRB 2GR - At - ARREERAE aware of any expected impediment with respect to
| EERERASIR - the renewal of the junket licences and consider that

the possibility of failing in licence renewal is remote.
Therefore, the directors of the Company consider that
the intangible assets are treated as having indefinite
lives.
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22. BLEE (£
N-B—FTE+-_A=+—RH ARQAFEED
SEBUCEREEHEMTHRETHARA
ARAEReRZE RN R ZEE
BHZEERS  TEEREE 2 TRERE -
ETHRBVYHEXESHEECEREEREY
197,973,000 T (ZTT N : THT) ©

23. F”Eg

22,

INTANGIBLE ASSETS (Continued)

As at 31st December 2010, the directors of the
Company have assessed the recoverable amount of
intangible assets by reference to the valuation report
issued by Grant Sherman Apprasial Limited, a firm
of independent qualified professional valuers which
valued the rights in sharing of profit streams using
the discounted cash flow method and determined
that intangible assets associated with gaming
promotion business was impaired by approximately
HK$197,973,000 (2009: nil).

CONVERTIBLE NOTES RECEIVABLE/
CONVERSION OPTIONS EMBEDDED IN
CONVERTIBLE NOTES RECEIVABLE

W ERTRRRE
TRREE mnezBnRie

Conversion
options
embedded in
Convertible convertible
notes notes
receivable receivable
FET FHET
EEERAERAT The Group and the Company HK$’ 000 HK$’ 000
RZZEZENF—HA—H At 1st January 2009 - -
R BRER (K iza) Subscription of convertible notes (note a) 17,527 42 473
EE R B A Imputed interest income 2,488 -
BB AIREREEANE 2 Loss arising on change in fair value in respect
RRHE 2 A EBE of conversion options embedded in convertible
BEELZEER notes receivable - (31,565)
RZZZANF+_HA=+—H At 31st December 2009
rEZE—-FF—H—H and 1st January 2010 20,015 10,908
HFLEWA Imputed interest income 1,212 -
FHEERAIREREEANE 2 Gain arising on change in fair value in respect
BmRHE, A FEE of conversion options embedded in convertible
BHEL BN (HFD) notes receivable (note b) - 882
& O] FE Y AT MR SR 18 (M7 77 b) Redemption of convertible notes receivable
(note b) (21,227) (11,790)

R=Z®-TE+-A=+-H
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THBRES T8
BRI (A

RZZENF+—A=Z+ B KAFHEE
BREERERLR FIBE+EHEEXEEES
RAR]) ([ZEREDI L —HREHE - &
b ARARBRBEREERERETEASHER
60,000,000/ 7T 2 AT ER - S At BH A
12,000,000 TH# 1T - REFEER TN
F—RBZ+tNBRMK YNERZHZHFHAE

7
P TR 4 2 BB R 49 B 15% o

RZZ—ZTFRA-+AB AQFAEEEZR
EBVAEREEMHEMTRETEARAA
FRA-BEANETERAR A FEERETZME
B ThERITRREENG ZRREEZ A
TEE TETEBAEKRITRREERNEZE
& Bt 2 T B E ¥ B & 4 & R 40 82882,000
BT

RZZ—ZFRA-F+ A REREELDZ
WA MR I - X (B /460,000,000 7T © (KB
HIEEEBEZZBETAGERARZHENL
26,983,000/ 7T °
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CONVERTIBLE NOTES RECEIVABLE/
CONVERSION OPTIONS EMBEDDED IN
CONVERTIBLE NOTES RECEIVABLE
(Continued)

Notes:

(a)

On 26th November 2008, the Company entered into a
subscription agreement with KH Investment Holdings
Limited (formerly known as “China Star Film Group
Limited”) (“KH Investment”) in which the Company shall
subscribe and KH Investment shall issue convertible
notes in the principal amount of HK$60,000,000 in five
tranches of HK$12,000,000 each. The subscription was
completed and executed by way of Deed Poll on 29th
January 2009.

The effective interest rate of the convertible notes

receivable was approximately 15%.

On 26th May 2010, the directors of the Company
assessed the fair value of the conversion options
embedded in convertible notes receivable by reference
to the valuation performed by Grant Sherman Appraisal
Limited, a firm of independent qualified professional
valuers which valued the fair value using the binomial
option pricing model and determined that a gain
arising on change in fair value in respect of conversion
options embedded in convertible notes receivable was
approximately HK$882,000.

On 26th May 2010, KH Investment redeemed all of the
convertible notes for a consideration of HK$60,000,000.
The difference between the consideration and the
carrying amount represented a gain of approximately
HK$26,983,000 credited to the consolidated income
statement.
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24, RELE N TR 24. INTERESTS IN ASSOCIATES
AEHE

The Group
—E—-2fF —ETNEF
2010 2009
FERT FET
HK$’ 000 HK$’ 000

LB E AR EEFE(Mita) Share of net assets of associates (note a) - -
s

JE Y Bt & R B3R IR (B atb) Amounts due from associates (note b) 7,985 -
7,985 -
(a) BEEBEARNEERE (a)  Share of net assets of associates

—E-2fF —ETNEF
2010 2009
FTHExT FHET
HK$’ 000 HK$’ 000
n—HA—H At 1st January - -
FEL B & R A1 E5 18 (A7 atb) Share of losses of associates (note b) 1) (14)
®E KR Cost of investment 1 14
Bn+ZA=+—8H At 31st December - -
HE2 -2+ _-_A=+—HIt#&E The Group has not recognised losses amounting
B AEERBERNRZAEREEA to HK$2,956,000 (2009: HK$1,362,000) for the
2,956,000/ 7T (ZZEZ N F : 1,362,000 associates for the year ended 31st December
BIT) o RHER Z RETE 18 54,318,000/ 2010. The accumulated losses not recognised

T (ZZZTNF 1 1,362,000 7T) ° were HK$4,318,000 (2009: HK$1,362,000).
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24. )‘J'Qﬂﬁﬁ % n ﬁ_l *Eé (/Z/E_ 24. INTERESTS IN ASSOCIATES (Continued)
(b) EUHE ATIREAEER 2RI &E (b) Amounts due from associates are unsecured,
BEFEERHR - ARAEERAE  AQ7A interest free and have no fixed repayment terms.
EREHERET —_BEAANBEFERE In the opinion of the directors of the Company,

F o B ZEFIETAERD - the Company will not demand for repayment

within twelve months from the end of the
reporting period and the amounts are therefore
shown as non-current.

(c) ARalzBERa N _E—ZF+_A (c) Details of the Company’s associates as at 31st
=+ —HZFHBEHNHFES0 - December 2010 are set out in note 50.
—E-EF —EENF
2010 2009
FTHExT FiET
HK$’ 000 HK$ 000
EERE Total assets 63,957 51,057
R Total liabilities (81,524) (56,649)
(17,567) (5,592)
] Turnover 17,921 8,042
RELAIE R Loss before taxation (12,026) (5,615)
AEFEEERTIEERE Loss after taxation attributable to the Group 1) (14)
i
25. ﬁﬁ 25. INVENTORIES
rEE
The Group
) —E-EF ZEENF
o 2010 2009
- FH T
. b HK$’ 000 HK$' 000
BAM R Food materials and supplies 1,504 937
B Finished goods 153 154
a®
= : O o
NG : 1,657 1,001
ol TR
8
"I
o ¥ &
| ‘ 1 é
& =
ep e
e o -
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26. FILM RIGHTS

FAT

rEE The Group HK$’ 000
2% Cost
RZZTNhFE—HA—H At 1st January 2009 310,797
NE Additions 13,751
HE& Disposals (23,629)
RZEENF+-_A=+—H At 31st December 2009, 1st January 2010

—T-ZEF—-H—H and 31st December 2010

kRZZ—ZF+-_A=+—H 300,919
ﬁﬁ‘ﬁ&‘ﬁiﬁ Amortisation and impairment

RZZZAFE—-HA—H At 1st January 2009 281,044
NEFEHH Amortisation for the year 20,590
HE Disposals (23,629)
RZEEFNF+ZA=+—AK At 31st December 2009 and 1st January 2010

—E-TF—-HA—H 278,005
REFEH Amortisation for the year 254
R REEIE Impairment loss recognised 1,339
RZE-ZTF+-A=+—H At 31st December 2010 279,598
REE Carrying amount
RZE—ZF+_A=+—H At 31st December 2010 21,321
RZZZNF+ZA=+—H At 31st December 2009 22,914

%—%f2¢+—ﬂ:+fa'$“ﬁ§$aﬁ
ZEUAAREEMAEMTHBETIGERA

ﬁzmﬁ'ﬁﬁE%W%ZﬂW@ﬁﬁ'mﬁ%
BB RE 2R EE1E41,339,0008 T (=ZF

TNEE) -
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As at 31st December 2010,
Company assessed the recoverable amount of film

the directors of the

rights with reference to the valuation performed by
Grant Sherman Appraisal Limited, a firm of independent

professional valuers and determined that impairment
loss of approximately HK$1,339,000 (2009:nil) on the

film rights was identified.
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26.

27.

EXME(E

BEYRELTREEENE2EGRERZFE

s - EAEEERXTYEAFHEX19.33%
ERARBARRESRARERRAFEZUHKRE
Bl ((EFER]) 2RERERF - AFHRRS
MEDREEREE - HERXIBEBAEIR
BIFEEZTSZERHAFHERE - REZ AR
BEZHRETRERERET S RFERR LM
i IEZBRREFAEEEEERBBELRLK
HEMBBERZBAMEEZENX ERXR
FERE - BREAANEERFREERR RS

MEBZEE HEFHEAMAE - -HRXAB
BRBLzA > WRIREA BB B ERAR -

HREFER

26.

27.

FILM RIGHTS (Continued)

The recoverable amount of film rights was assessed
by reference to value-in-use calculation. A discount
rate of 19.33% per annum was applied in the value-
in-use model which uses cash flow projections based
on financial forecasts approved by the directors of the
Company (the “Film Forecast”) covering a five-year
period. Cash flows beyond the five-year period have
been extrapolated using zero growth rate. This growth
rate does not exceed the long term average growth rate
for the market in which film rights operates. There are a
number of assumptions and estimates involved for the
preparation of the cash flow projections for the period
covered by the Film Forecast. Key assumptions include
gross margin, growth rate and discount rate which are
determined by the management of the Group based
on past experience and its expectation for market
development. Growth rate represents the rate used to
extrapolate cash flows beyond the five-year budgeted
period and are consistent with the Film Forecast. The
discount rates used are pre-tax and reflect specific
risks relating to the industry.

FILMS IN PROGRESS

EFEY

SUER B R AR R A B AR BB R E -

Films in progress

*EE
The Group
—2-2F ZETNF
2010 2009
THET TET
HK$’ 000 HK$’ 000
19,038 19,238

The films in progress were measured at cost less any
identifiable impairment loss.
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28. B 5 EWERR 28.

BYEFPZHREHR0EVATE - BHRUE

TRADE RECEIVABLES

The credit period granted to customers ranges from 30

RZERBEDTOT to 90 days. The aging analysis of the trade receivables
is as follows:
rEE

The Group
—E—2fF —ETAE
2010 2009
FHET FHET
HK$’ 000 HK$’ 000
0Z230H 0 to 30 days 64,152 86,269
31£60H 31 to 60 days 609 7,763
61£290H 61 to 90 days - 4,518
912180H 91 to 180 days - 1,817
HiB180H Over 180 days 5,733 6,225
70,494 106,592

B B HEKERRZ Less: Impairment loss on

BIEEE trade receivables (1,157) (1,164)
69,337 105,428

BRAMERREZE HREERRZ Rk DT

61290H
E#E90H

Bt
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Aging of trade receivables which are past due but not

impaired:

61 - 90 days - 4,518
Over 90 days 4,576 6,878
Total 4,576 11,396

-
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28. B EWES (£&) 28. TRADE RECEIVABLES (Continued)

T}

BB RUERAZAEBRES

Movement of impairment loss on trade receivables:

rEHE
The Group
—E-ZF ZTENhF
2010 2009
FET FHET
HK$’ 000 HK$’ 000
n—A—H At 1st January 1,164 1,361
BERRZBIEERE Impairment loss recognised - 30
8 Written off (7) (227)
R+=ZRA=+—8H At 31st December 1,157 1,164

AEBESRUEREHRERREELAROR
4,576,000 T (ZZTF /L4 : 11,396,000/ 7T) 2
Bl ZEBERBEAIY  EAEE T E
IEHRERREE - AEBEX ERZSEHRT
BEMERR -

EETEIRURER AIROREER  AARE
FEERESIRUER EEERANFE LA
HEEFHRACERNES At ARFAEER
REHE S ERURTEREREER AT EERE -
VHEHARBLHBER B ZRE—SIELE

Included in the Group’s trade receivable balance
are debtors with aggregate carrying amount of
approximately HK$4,576,000 (2009: HK$11,396,000)
which are past due at the reporting date for which the
Group has not provided for impairment loss. The Group
does not hold any collateral over these balances.

In determining the recoverability of trade receivables,
the directors of the Company consider any change in
the credit quality of the trade receivables from the date
credit were initially granted up to the reporting date.
Accordingly, the directors of the Company considered
provision for impairment in values be made in respect
of trade receivables to their recoverable values and
believe that there is no further credit provision required
in excess of the provision for impairment.
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B MERARRABUR 2
I/

REERS Deposits for investment
Hihize Other deposits

B HIE Prepayments

o fE e 008 Other receivables

W 1% & 1% $415,000,0007% JT F + 360,000,000
BILE—BARAG 22 E M B R ABestjump
Holdings LimitediRIFEARRHITEETRTE
% 52 5% BA 2 22+ gt A B U B Modern Vision (Asia)
Limited xReform Base Holdings LimitedZ & %]
BEERM L EBERHRIN2REES <
RS2 FBEHNHE48(a) o

1% & #$415,000,0007 7T H + 55,000,0005% 7T
E—HBARE 2 EME R A Triumph Top Limited
R E—FEME AR ES 28 E A+ Sociedade
de Turismo e Diversées de Macau, S.A. (KR
Bl B A L) 3t A B 42 (L {E550,000,0007% 7T 12
BEIRECBPIR T AR RS Z0na de Aterros do
Porto Exterior (ZAPE)Z 56BHIEL « 56CHLEL »
FeDHE R FOEHE (SR BB ZHE
MiEEzMERNER (ERNEEZST MR ZEAR
EEFEB)MAI Uz — W EREHEIN2RE
BE o ZRGFBEHNIFEA8(b) ©
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DEPOSITS, PREPAYMENTS AND OTHER
RECEIVABLES

rEH b

The Group The Company
—E-ZF —EZ-2F —TENEF
2010 2009 2010 2009
TET FTiET TET FTAET
HK$’ 000 HK$’' 000 HK$’ 000 HK$' 000
415,000 360,000 - -
15,230 12,894 - -
9,732 18,196 712 423
1,097 5,878 92 45
441,059 396,968 804 468

Included in deposits for investment of HK$415,000,000,
amount of HK$360,000,000 represented the cash
deposit paid by Bestjump Holdings Limited, a wholly
owned subsidiary of the Company, pursuant to the sale
and purchase agreement entered with Ms. Chen Ming
Yin, Tiffany, an executive director and a substantial
shareholder of the Company, in respect of the
acquisition of the entire equity interest of Modern Vision
(Asia) Limited and Reform Base Holdings Limited.
Details of the transaction are set out in note 48(a).

Included in deposits for investment of HK$415,000,000,
amount of HK$55,000,000 represented the cash deposit
paid by Triumph Top Limited, a wholly owned subsidiary
of the Company, pursuant to a conditional agreement
entered with Sociedade de Turismo e Diversdes de
Macau, S.A., an associate of a director of a subsidiary
and a connected person of the Company, in respect of
the acquisition of the property leasehold rights under
the leasehold granted by the Macau Government over
Lot 6B, Lot 6C, Lot 6D and Lot 6E, located in Macau at
Zona de Aterros do Porto Exterior (ZAPE) (the “Sites”)
(and the inherent transfer of the legal title of the Sites)
at a consideration of HK$550,000,000. Details of the
transaction are set out in note 48(b).
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29. X4 -FENZEREMPEWES 29 DEPOSITS, PREPAYMENTS AND OTHER

15 (&) RECEIVABLES (Continued)
e BAREBEREMERFEz REHERELR The carrying amounts of deposits, prepayments and
FEEMESE - other receivables approximate to their fair values.
ERHERBEZ EMEWRFEZRESTHOT Aging of other receivables which are past due but not
impaired:
rEE
The Group
—E—2fF —ZZENF
2010 2009
THET FHET
HK$’ 000 HK$’ 000
B0 H Over 90 days 158 5,878
RATFEEHE ARZELLTREAT 28 The directors of the Company believe that no
e MEBEARZSEESRELRERE AEE provision for impairment is necessary in respect of
TERZEEHERETMIEAR - these balances as the balances are considered fully

recoverable. The Group does not hold any collateral
over these balances.

30. IHEBERE 30. HELD FOR TRADING INVESTMENTS
rEHE
The Group
—E-FF —EEhF
2010 2009
THET FHET
HK$’ 000 HK$’ 000
EHmES Listed securities:
—REB LM ERES - Equity securities listed in Hong Kong,
‘> BAFEE at fair value 94,050 97,641
.
B CRBEHERE  FTEERBEIUAFEEEYE At the end of the reporting period, all financial assets
TEBMEBEHUANLEMEYE ZELTEEY at fair value through profit or loss are stated at fair
"Qi{g@ﬂé}%ﬁgﬁiﬁﬁﬁﬁiﬁzm%g)\{gﬁﬁ%i 0 value. Fair values of those listed securities have been
determined by reference to the quoted market bid
B prices available on the Stock Exchange.
Qc
ol TR
nq v
@
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@ Y
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ERBERBARE-LEEK

J& W A fERNRFASERR  REREAR
. \
=

ReRASEFEHEHR
FRRRTZREAKES BRITFRAEIRZF
BFHEREFE - HHMERFRZERB—BE
ZEATE BIAKEANERSFTEME - A
EREAZEPNEHRERFNEZRRFE - ek
RITHESRCEAEREATEERS -

wEAHERERMNE HEkALEEHREE
BRRERBITEXHBEREERTEX) - 4R
BRERBRLIIR-T-TF+-_A=+—
FzREeMREFEBEANEREEPBHRREK
ZHEBEAHENT

31.

32.

AMOUNTS DUE FROM ASSOCIATES -
THE GROUP AND THE COMPANY

Amounts due from associates of the Group and the
Company are unsecured, interest-free and repayable
on demand.

CASH AND CASH EQUIVALENTS

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 bank balances approximate to their fair
values.

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents include cash on
hand and in banks, net of outstanding bank overdrafts.
Cash and cash equivalents at 31st December 2010 as
shown in the consolidated statement of cash flows can
be reconcilied to the related items in the consolidated
statement of financial position as follows:

Be RIRTTER
RITEX

B -_ZThE+-_A=+—HILEE RT3
SRS FIR (N F3.25FEF4.25F )5t 8 »

TERFFHEZEE

R-ZTEAE+—-F-A  AE@ITIHE &
(88,272,000 T (MKrA %) HEEETHE
ME At ZEREMEZETER-ZTTN
FH+ZA=+—HBHOBEARBELEZEAE -
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Cash and bank balances
Bank overdraft

33.
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rEE
The Group
—E—2fF —EENF
2010 2009
FTET FHET
HK$’ 000 HK$’ 000
625,827 173,188
- (178,764)
625,827 (5,576)

Bank overdraft carried interest at market rates which
ranged from 3.25% to 4.25% per annum for the year
ended 31st December 2009.

ASSETS CLASSIFIED AS HELD FOR
SALE

On 2nd November 2009, the Group entered into
agreement to dispose certain of its investment
properties at a consideration of HK$8,272,000 (net of
expenses). Accordingly, the carrying values of these
investment properties were classified as assets held for
sale as at 31st December 2009.
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34. IR

34.

FREECOETZEAR

ARERE
®—A—H
EERAEM (M ita)

th & B (i)
D4 (A i)

“+ZA=+—H

BRTRBERAE:
R—A—H
RERH

(Bita » gRh)
REEREITRG (H22b)

TERREWEK)

BREAREERBTAR
BIIRA (W ite)
B & 6 (i)

IRAHR (A7 i)
HBTRBRRR (W)

T LmRRER
» .

[}

R+ZA=+—H

a®

Piete

ol

Ordinary shares of HK$0.01 each

Authorised:

At 1st January

Increase in authorised
share capital (note d)

Share consolidation (note f (i)
Share subdivision (note f (iii))

At 31st December

Issued and fully paid:
At 1st January
Placement of shares
(note a, g and h)
Issue of shares under rights issue
(note b)
Exercise of share options
(note ¢ and j)
Issue of shares under open offer
and bonus issue (note e)
Share consolidation
(note f (i)
Capital reduction (note f (i)
Conversion of convertible
notes (note i)
Exercise of listed warrants

At 31st December

SHARE CAPITAL
Ligng 4=

Number of shares

£8

Amount

—E-E% “ETNE

2010 2009

THT THT

HK$’ 000 HK$' 000

50,000,000 2,000,000 500,000 100,000
- 8,000,000 - 400,000
50,000,000 10,000,000 500,000 500,000
- (9,500,000) - -

- 49,500,000 - -
50,000,000 50,000,000 500,000 500,000
2,296,496 532,243 22,965 26,612
540,000 1,007,900 5,400 10,079
1,444,643 - 14,446 -
52,790 49,087 528 491

- 4,257,944 - 212,897

- (4,550,678) - -
- - - (237,114)

- 1,000,000 - 10,000

4 - 1 -
4,333,933 2,296,496 43,340 22,965




Bt % #t # [} 5 Notes to the Financial Statements

HE-Z—ZTF+-A=1+—HILFE For the year ended 31st December 2010

34, BRI (& 34. SHARE CAPITAL (Continued)

Bt - Notes:

BE-_E-E&+-_H=+-—HiL&EE For the year ended 31st December 2010

(a) R-ZE—FTE—-A+—08 &ARATNFHRO.14 (a) On 11th February 2010, the Company allotted and
BT ERABIREERBERRITAH issued an aggregate 540,000,000 new shares of
540,000,0008% 5 B% EH0.015% 7T 2 # 8 1D  F7 HK$0.01 each to independent investors at a price of
1B HIB S 4975,542,00008 T B EA £ H 2 HK$0.14 per share. The net proceeds of approximately
WP ATEE RAEE —RLEBES - HK$75,542,000 were used for the Group’s investment

projects in Macau and general working capital of the
Group.

(b) R-B—TENB+—H AAFRALES (b) On 11th August 2010, the Company allotted and
B%0. 1% 7T AL 3¢ 2 B 171,444,643, 184 B8 & issued 1,444,643,184 rights shares of the Company
HOOTB T2 ARATIMBIRG HEAR-T of HK$0.01 each per share at a subscription price
—EELA-+EEBHR IR EEEWEE of HK$0.1 each on the basis of one rights share for
BETR T — IR AR FE 1D o (HETFR B 2B F 584 every two shares held on 20th July 2010 by way
141,460,000 7& ° £ 1 49100,460,0007% 7T of rights issue. The estimated net proceeds were
BB AR A £ B 7 SR 1T 12 & | 4941,000,0005%5 approximately HK$141,460,000, of which approximately
THRRARANEE Y BELERERBIERE HK$100,460,000 were intended to be used for reducing
By —peEie N -—E——E—-ANA - the Group’s bank borrowings and approximately
AAREH  AAFIBREERFAEREY A HK$41,000,000 was intended to be used for financing
% ¥ T8 2B S 58 49100,460,0005% 7T F E UL hotel operation of the Group or general working capital
8 1 (8 2 — 15 © 41,000,000 IT 32 4 i of the Group. On 9th February 2011, the Company
BAREE Y EELERERAEAER Y — announced that the Company intended to change the
fREEES o use of proceeds of the rights issue and to apply the net

proceeds of approximately HK$100,460,000 to satisfy
part of the total consideration for the Acquisition.
HK$41,000,000 were used for financing hotel operation
of the Group and general working capital of the Group
as intended.

(c) BE-—ZT-—TE+-A=+—-BILEE BT (c) During the year ended 31st December 2010, certain
HRERE A AT RE S WK T EER0.18 option holders exercised their option rights to
BT (R EENMBRERTHRR) 2EA &+ subscribe for an aggregate of 52,790,000 shares of
52,790,0000% S B E{EO.0155 7T 2 AN A FIE1D ° the Company at HK$0.01 each per share at exercise
TE HARE AT /5 2B F 55329,502,20005 7T © price of HK$0.18 per share (before adjustment due to

completion of rights issue during the year). The net
proceeds from the exercise of option rights amounted
to HK$9,502,200.
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34, RA& (&

Wit - (%)

REZE-ZTTNF+_A=+—BLFE

(d)

REARRAR_TTAF-AZFT=ZHENTZ
BEFHAG BB —BEBRAER A2
F 2 % 7E IR 7N 4 i858 ) 15 118,000,000,000A%
HF AR EE0.05% T 2 ik 5+ B $100,000,000
# 7 (9 /&2,000,000,0000% & i & 80.05
&L 2 BE15) 5 1 £500,000,0007% 7T (95 A
10,000,000,000/% & i E E0.05/& 7T 2 & 1) °

RZZBEZAE-ZA=-+ 8 A28NUQH
BEFANRREESR0.05B Uil % KT
1,064,486,080/% & i [ {E0.0578 71 2 A A 7] %
ERG REABR-_ZTTAF-A-+=HF
BE-REERMELREMBRBEERD - TR
ARNBARBERUNGEMN—REERNHER
B = IRATAR 75 B M B 8 [ 173,193,458,2400%
AR5 o ff 5 P75 301 F 58 £952,000,0007 7T
EARRERRERERTZAIRRER -

RARR -_ZZAFWNA=THET2ZRERRE
AAEE BET -EEIRERAERR
AZBRAEUATZS ([—TTNFERSEA])

(i) BpEH: ADNRARAFET-_TRE
MR EE0.05 T2 B B#ITRAREITH
ERNEAHA—BREEICOBLE
EHRH (EEHRM])

(ii) IRAREIR : () FHAATAREAFT G
BEZEITEAHRMH0BILZHR
AT BR AR B2 BEITRA - A
BEEERTEAMRN cBREE
1% 1.00%8 TR 2 £0.018 7T ¢ R(b)
BB A AR B BITIRARE X2 ER
BHARRBZHARKBE : &
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SHARE CAPITAL (Continued)

Notes: (Continued)

For the year ended 31st December 2009

(d)

Pursuant to an ordinary resolution passed in a
special general meeting of the Company held on
23rd January 2009, the authorised share capital of
the Company was increased from HK$100,000,000
divided into 2,000,000,000 shares of HK$0.05 each
to HK$500,000,000 divided into 10,000,000,000
shares of HK$0.05 each by creation of an additional
8,000,000,000 shares of HK$0.05 each.

On 26th February 2009, the Company allotted and
issued 1,064,486,080 offer shares of the Company of
HK$0.05 per share at a subscription price of HK$0.05
each on the basis of two offer shares for every existing
shares held on 23rd January 2009 by way of open offer
and allotted and issued 3,193,458,240 new shares on
the basis of three bonus shares for every one offer
share taken up under the open offer of the Company.
The estimated net proceeds of approximately
HK$52,000,000 were used for subscription of

convertible notes issued by KH Investment.

At a special general meeting of the Company held on
30th April 2009, a special resolution was passed to
approve the following changes to the capital of the
Company (the “2009 Capital Reorganisation”):

(i) Share consolidation: every twenty existing
issued and unissued shares of par value
of HK$0.05 each in the share capital of
the Company be consolidated into one
consolidated share of HK$1.00 each (the
“Combined Share”);

(i) Capital reduction: (a) the issued share
capital of the Company be reduced through
a cancellation of the paid-up capital of the
Company to the extent of HK$0.99 on each
of the issued Combined Shares such that the
nominal value of each issued Combined Share
will be reduced from HK$1.00 to HK$0.01:
and (b) the credit arising from the reduction
of issued share capital of the Company be
credited to the contributed surplus account of
the Company; and
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Wit - ()

®

(#)

(iii) BHFA: GREME.008 T Z2ETE
BREITEEHRG T4 A1005 5 K%
EE0.OTETTZ AR, -

TRENFEABHER _ZEEAFHAMA
R

RZZEZENFAA+T—8B  KRAEINUFHR0.20
BTZERMBYUREERSRETAHR
800,000,0000% & AR EIE0.01 7T 2 #T R 15 © AT
18 X383 F£9158,000,00078 7T B 1 F VBB JE 48
BEBRAEB-—REELS -

RZTEZAFLAZTHhB XARNUER
0228 Tz BRMBUREERERETAEH
207,900,000/% & R EIE0.01% 7T 2 ¥R 5 © Fr
153N IB F B #945,238,0008 L E BIEA L E —
BREEED o

RZZBZNFARAZ+—HB  KARHZVIRE
BEER0.20B T RKIEREIREARA A (A
BIPEEREAR AR (KERE]) BBE
Ko % 17 78 £ %8 5200,000,0005% 7T 2 A % f% =
B -REE-_ZTNAF+_A=+—HLEE "
ZEANRBRERZEREGR0.0E T EHE
#:/51,000,000,0008% 315 °

REBEEZTTNF+ZA=+—BLFE &
TERESBEATERS ZBRE  DIRITE
{8 G 1%0.2687% 7T R & $£49,087,0000% & 15 ©
TR 2 BT 1S SR IEF FE 4 /13,155,000
5T o
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SHARE CAPITAL (Continued)

Notes: (Continued)

)

(Continued)

(iii) Share subdivision: each of the authorised but
unissued Combined Shares of HK$1.00 each
be subdivided into one hundred shares of
HK$0.01 each of the Company.

The 2009 Capital Reorganisation was effected on 4th
May 2009.

On 11th June 2009, the Company allotted and issued
an aggregate of 800,000,000 new shares of HK$0.01
each to independent investors at a price of HK$0.20
per share. The net proceeds of approximately
HK$158,000,000 were used to finance the hotel
operations and for general working capital of the
Group.

On 29th July 2009, the Company allotted and issued
an aggregate of 207,900,000 new shares of HK$0.01
each to independent investors at a price of HK$0.22
per share. The net proceeds of approximately
HK$45,238,000 were used for general working capital
of the Group.

On 21st September 2009, the Company allotted and
issued convertible notes in the principal amount of
HK$200,000,000 at an initial conversion price of
HK$0.20 per share to Eternity Investment Limited
(formerly known as China Star Investment Holdings
Limited) (“Eternity”). These convertible notes were fully
converted into 1,000,000,000 shares at the conversion
price of HK$0.20 per share during the year ended 31st
December 2009.

During the year ended 31st December 2009, certain
option holders exercised their option rights to
subscribe for an aggregate of 49,087,000 shares
at exercise price of HK$0.268 per share. The net
proceeds from the exercise of option rights amounted
to approximately HK$13,155,000.
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34.

B (&

R E

RZE-—ZFMA-+ A EEERZARRBETA
FRREE BEAN-_Z—TFEXA/\BEEEARK
KARRGOEE —HRIREE - & 54 5111,526,000
Bz RBREE((RREZDER=_Z—FTF~A+H
BET VILREEATR01E T (AITFAR) &
TR-Z-ZEXATABE_Z——EXA+TEB (B
EEREMA) FHEERITE REEE-_Z—ZTFN
A+—BARARHR TR T FEZE A ER0.1854TT

RAFEE - AERRRAEEEIT42051 5 RH - Hf
4,000/% %205/ & 9 9 Rl iR REEFR0193E TR E
fro. 185 THE M - W_E—ZF+_A=+—H &K
NEH) A #RITE R FE111,526,000% 7T ° B EIT
{55 SR AR 35 15 8 B34 17 49602,841,0000% A 22 A B 17

34.

SHARE CAPITAL (Continued)

Warrants

On 26th April 2010, the board proposed to issue bonus
warrants to the shareholders on the basis of one warrant
for every five shares of the Company held on 8th June
2010. Total amount of approximately HK$111,526,000
warrants (“Warrants”) were issued on 15th June 2010 at an
initial subscription price of HK$0.193 per share (subject to
adjustment) and exercisable at any time during the period
commencing on 15th June 2010 to 14th June 2012 (both days
inclusive). The subscription price was adjusted to HK$0.185
per share due to the completion of rights issue of the Company
on 11th August 2010.

During the year, 4,205 new shares were issued on the
conversion of the Warrants, of which 4,000 shares and
205 shares were converted at the subscription price of
HK$0.193 per share and HK$0.185 per share respectively.
As at 31st December 2010, the Company had approximately
HK$111,526,000 Warrants outstanding. The exercise in full
of the Warrants would result in the issue of approximately
602,841,000 shares of the Company.
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35. & 35. RESERVES
HRARRZ T8k e
RitEE A28 RERE B HHRE REEH ]
Share-based  Convertible Capital
Share  Contributed payment notes reduction Retained
premium surplus reserve reserve reserve earnings Total

TEL T T TER TERL TERL TERL
HK$'000 HKS 000 HKS'000 HK$'000 HK$'000 HK$'000 HK§'000
(Wita) (b (Witc) (id) (Hite)

AR The Company (note a) (note b) (note ¢) (note d) (note e)
RZEENE-R-A At 1st January 2009 100,649 899,243 53,666 32,665 316,008 21,980 1424217
EERA Profitfor the year - - - - - 260,782 260,782
REAREEREAIR Issue of shares under open offer

iR and bonus issug (100,282) (59,392) - - - - (159,674)
EIUARER Issue of convertiole notes - - - 23546 - - 23546
RENTRERERED Recognition of deferred tax upon

&Rz issue of convertiole notes - - - (3.885) - - (3,885)
EATHRER Conversion of convertible notes 190,672 - - (23,414) - - 167,258
RERTRREERES Released of deferred tax upon

BB conversion of convertible notes - - - 3753 - - 3753
BOTAREE Redemption of convertible notes - - - (38,019) - (8,726) (46,745)
RERTRRZERES Released of deferred tax upon

ERERE redemption of convertible notes - - - 5354 - - 5354
RERD Placement of shares 195,659 - - - - - 195,659
OS5 Share issuing expenses (2.424) - - - - - (2.424)
W% 2 5BRR Share-based payment expenses - - 8,039 - - - 8,039
ffkERE Exercise of share aptions 16,460 - (3,796) - - - 12,664
BRENS Expiry of share options - - (533) - - 533 -
MR Capital reduction - 237114 - - - - 237 14
BfiRE Dividend paid - - - - - (20,790) (20,790)
RZESAETZA=T-AR At 31st December 2009 and

“3-3E-8-4 1st January 2010 400,734 1,076,965 57376 - 316,008 253,785 2,104,868
EREA Profitfor the year - - - - - 74,125 74125
WRAZHZHBRR Share-based payment expenses - - 8,238 - - - 8238
ffERRE Exercise of shares options 10,367 - (1,399) - - - 8974
BERH Placement of shares 70,200 - - - - - 70,200
BOETIE Share issuing expenses (1899) - - - - - (1899)
EiEN S Expiry of share options - - (4,043) - - 4243 -
RERREIRG Issue of shares under rights issue 130,018 - - - - - 130,018
AR Fxercise of listed warrants 1 - - - - - 1
RZZ-2F+2A=T-A At 31st December 2010 609,421 1,076,968 59,978 - 316,008 332,153 2394525
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35. REE(E

HaE -

(a)

BE-AN-FBRERRDE (EEF]) AR
AZBORER BERRAREZ REITRN
ERBRABETTARRBRRE

ARBZAMBABBRIERNR_-ST_FAh
A+ BAERZ AR R E 1% ZREARER M
BERAERZE

BIE—NAN—FBEREREE(EE) A7
ZEABRBETHRDIR - AW ARRTB

THER TR AR BP SR kR AR S s
HIk

(i) ARABEEERIESEENEESR
i EEE 2 EE %

(ii) AAREEZEREERREMmD
REEBBEMNEBIRARRGHEER
T

PRI X2 BORRE  HER RO REBR
REGFHUINEBREERRANREZRE 22
FEE AGBOURLERARBREZR
FEEAEE SRUHZUBAEHEAE
Bz A FEEEHERBERE(HE) NED
AEUERBIRARMEBAIHLER AR
W AR RE B = VAR AR 2 5 2 ROR A

35.

RESERVES (Continued)

Notes:

(a) 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.

(b) The contributed surplus of the Company brought
forward represents the balance transferred from the
capital account due to the capital reduction effective
on 10th September 2002 and various capital reduction

subsequently.

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.

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

share-based payment reserve.
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35. #E (&

Wit - ()

(d)

BEEB G EREIN BT ZATRERERE
BILRIRERED AEESD kgm0
AABELAFEERRARSD (R FEED
ERERNATMBREFZTHNEEE) M
BIIMBRREAEERNIAFEEREZE
BAGRERMN - BEFHDERDRCEH
RAFIE - D GERN TRRRIRFERE
BEEABMBRRERESR (ERSERERNER)
HABERERERD (ENSERREREAN)
Bl

ARRZBRAEREBER - NAANFHEAR
7]332,640,000/% 2 217 %7 2 E (& 2 & % 1.00
BILHRESROSETMELEZSE - KE
EREARBDBMAFE 126 EBB L — B
REER  BRABRFEEITREINRARAAER
BreBAEBERAAGE KATREEERE
B - 72 MR Sk H A AL B F AT E A
ZRig e
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RESERVES (Continued)

Notes: (Continued)

(d)

Under HKAS 32, convertible 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 similar non-convertible debts 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 notes reserve until the
convertible notes are either converted (in which case
it is transferred to share premium) or the convertible
notes are redeemed (in which case it is released

directly to retained earnings).

The capital reduction reserve of 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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36. RITHE

36. BANK BORROWINGS

RITEK:
- BHEA
—EIE A

— B
CESa
HEFMNE

B —FERBBIARBDAER
ZHR

—F R Z KA

R-ZZ—ZTF+-A=+—RB ALEZHKH

#8777 B E 51 A500,000,000 7T » B IXIFRITE

H B 59 Bl B 75 & B AR H & 49461,824,000/% 7T
274,198,000 T2 HE THI REFEEF - B

KRBT THERIZFHNEISE (BARER

F & (5.25) BEBEFE (1.75F)) 5t B - WA
RAFREE T NIEZFERZ 512,500,000 T
HHEER&ENERE B EE262,500,000

BT °

AEH
The Group
—= =+ WLV
2010 2009
TET FET
HK$’ 000 HK$’ 000
Bank loans:
— Secured 500,000 340,906
— Unsecured - 70,000
500,000 410,906
The maturity of the above
borrowings is as follow:
Within one year 50,000 232,631
Between one and two years 50,000 108,007
Between two and five years 400,000 75,268
Over five years - -
500,000 410,906
Less: Amount due within one year shown under
current liabilities (50,000) (232,631)
Amount due after one year 450,000 178,275

As at 31st December 2010, the Group had secured
bank term loan borrowings of HK$500,000,000. The
secured bank term loan is secured by the Group’s
leasehold land and buildings with carrying amount of
approximately HK$461,824,000 and HK$274,198,000
respectively. The secured bank term loan is interest
bearing at 3.50% per annum (Hong Kong Prime Rate
(5.25%) less margin (1.75%)) and repayable within 5

years by 19 equal consecutive quarterly installments
of HK$12,500,000 each and a final repayment of
HK$262,500,000 at the maturity date of the loan.
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WITIEE (&2

R-ZEANF+-_A=+—8B ROTEREBE
BB E IR E E RN K5 R - €% /275,000,000
BTz ERERRBITHEEFARFEET S
([EHE]) - £%/560,000,0008 T2 EHE
RIE—ERZEBRITREREMFRNR22E
B ([EHE NI K&+ % /70,000,000 7T 2
EERTEHERIR—EA ZEBRITREREM
FREIBFE(THERIN]) - HBEFUAK
SEREEEL 561,310,000 T2 K EWMEER
HUWERTFANSBEE THERRETHE
FN T35 Bl B8 7N 5 [ BR [ {8 49481,346,0007% 7T &
279,877,000 T2 E T RIEFIERIF - F
HEREHEAZNERESMRENER KRR
2 B185 1) i 48 T Z (€ 825,000,000 7T ° & £
ERIREBRERINERERZNERA R
—ERA%MABY BI2ENEETAEE THE
RARELBERCRPESE THERIREHE
HNRHBE_ZT—TF+_A=T—ILFEEE
2f

o

T
il

A REFHABTTEE -

ARREERR AEERTEEZRAERE
RFBERE -
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BANK BORROWINGS (Continued)

As at 31st December 2009, bank loans comprised a
mortgage loan which beared interest at commercial
rates, term loan of HK$275,000,000 (“Term Loan 1”)
which beared interest at 2.0% per annum below the
bank’'s best lending rate, term loan of HK$60,000,000
(“Term Loan II”") which beared interest at 2.2% per
annum above 1 month HIBOR and unsecured term
loan of HK$70,000,000 (“Term Loan II1”) which
beared interest at 3.0% per annum above 1 month
HIBOR. The mortgage loan was secured by the
Group’s investment properties with carrying value of
approximately HK$61,310,000 and was repayable in
installments over a period of ten years. Term Loan
| and Term Loan Il were secured by the Group’s
leasehold land and buildings with carrying values of
approximately HK$481,346,000 and HK$279,877,000
respectively. Term Loan | was repayable by 18 equal
consecutive quarterly installments of HK$25,000,000
each commencing from the 9th month after the date of
the first loan drawdown. Term Loan Il and Term Loan
Il were repayable by 12 equal consecutive monthly
installments commencing from first month after date of
drawdown. Term Loan | and the mortgage loan were
early repaid and Term Loan Il and Term Loan IlI were
fully repaid for the year ended 31st December 2010.

All interest-bearing borrowings are denominated in
Hong Kong dollar.

The directors of the Company consider that the carrying
amounts of the Group’s borrowings approximate to their
fair values.
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37 Eﬂﬁ*ﬂ%{ﬁj’% 37. OBLIGATION UNDER FINANCE LEASE
rEE
The Group
BEEE REHEEZRE
Minimum Present value of
lease payments minimum lease payments

—E-%F —EENF —2-2F —ETNF
2010 2009 2010 2009
TR TAT TR TAT
HK$’ 000 HK$’000 HK$’ 000 HK$' 000

RRERERENZ Amount payable under

A finance lease:
—FR Within one year 125 125 96 96
E_ZFENER In the second to fifth years 271 396 201 305
396 521 297 401
B AR B ER Less: Future finance charges (99) (120) - -
297 401 297 401
B R —FREE Less: Amount due for settlement
BiE 2 HIE within one year (96) (96)
R—FREBEE Amount due after one year
2 201 305
BEASERE  HETHBRRERERER It is the Group’s policy to lease certain of its machinery
EHA - FHHRBART - FIRRHEMNEGTE - and equipment under finance lease. The average
THRESEAZENRNEET MBHESETE lease term is 5 years. Interest rates are charged at
HEE MUEBTYKABENRZLHE - commercial rates and fixed at the respective contract
dates. All leases are on a fixed repayment basis and
no arrangements have been entered into for contingent
: rental payments.
»
.. FEEZREBEEBAHRBEAZEEEERE The Group’s obligation under finance lease is secured
: e by the lessor’'s charge over the leased assets.
i o
o
QC
ol TR
8
g
o ¥ F
@ e
¢ oo




Bt % #t # [ 5 Notes to the Financial Statements

HE-Z—ZF+-A=1+—HILFE For the year ended 31st December 2010

38. WKREIE

RZZZNFNLAZ+—B  AREIRXERE
17 A & %8 5200,000,0007 7T 2 L 4F AT 42 R
ZER(PHERETRRER]) -FEERE
HBREREES LSELRITBERARNRESR
MEHBRENR-_E——FHALA=+HHIH - X
18 58 WS R A 82 R B ) 12 0) IR 8 40 (B B 1R0.2078 7T
(T FHAE)BHEARZREATRREBEZ LD
(1,000,000 7T 2 B &) LB AKRAR ZRH o &
EZTTNGFFT A=+ —HIEFE HEER
ERHRBRERRMAERESTREEC.20E TR
#51,000,000,0000% AN A Al 2 E @A -

RZZTZENF=F+/\H  K"2QF][ALucky State
Group Limited ([Lucky Statetc®]) #1TA &%
384,000,000 7T 2 % 4% ¥ 7] R AR 32 4% ([ Lucky
Statef] # & 2% |) 1 HBest Mindig i S 15 (X
B2 —#B{5 ° Lucky Stated] ¥ % Z i 4 F| & &5
B VR \F=ZR++AEH -=F
ZhENA+ARBERE_ZE—N\F=A+tH"
Lucky Statefs B o] #Z #] )X # # (& & iR0.307% 7T
(AT F %) ¥Lucky Stater] # % =% 2 2 25 )
(1,000,000 7T Z & &) R RBAR DR Z My o
BE-ZTTZAFE+_FE=1+—HI-FE  Lucky
State [ R EHEE 2 HEME -

iR RER B EREERBOER - AEKRD
ZAFBEFARBEE HE2EZEITE

MERCHSNERARASREFRETE - 8
THAEEREREKG  UTRRERRELS
A AR e
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CONVERTIBLE NOTES

On 21st September 2009, the Company issued
unsecured convertible notes in the principal amount
of HK$200,000,000 (the “China Star Investment
Convertible Notes”) to Eternity. China Star Investment
Convertible Notes are interest bearing at prime rate
as quoted by The Hongkong and Shanghai Banking
Corporation Limited and will be matured on 30th
September 2012. Eternity may convert the whole
or part (in multiple of HK$1,000,000) of the China
Star Investment Convertible Notes into shares of the
Company at an initial conversion price of HK$0.20 per
share (subject to adjustment) during the conversion
period. China Star Investment Convertible Notes were
converted into 1,000,000,000 ordinary shares of the
Company at initial conversion price of HK$0.20 each for
the year ended 31st December 2009.

On 18th March 2008, the Company issued unsecured
convertible notes in the principal amount of
HK$384,000,000 (the “Lucky State Convertible Notes”)
to Lucky State Group Limited (“Lucky State Group”) as
part of consideration for the Best Mind Acquisition. The
Lucky State Convertible Notes were interest bearing
at 5% per annum and will be matured on 17th March
2018. Lucky State Group may convert the whole or
part (in multiple of HK$1,000,000) of the Lucky State
Convertible Notes into shares of the Company at an
initial conversion price of HK$0.30 per share (subject
to adjustment) from 16th August 2009 to 17th March
2018. The Lucky State Convertible Notes were fully
redempted for the year ended 31st December 2009.

Convertible Notes contain two components, liability
and equity elements. The fair value of the liability
component, included in long-term borrowings, was
calculated using discounted cash flow method with
reference to a market interest rate for an equivalent
non-convertible note. The remaining balance
represented the equity conversion component, was
included in owners’ equity named as convertible notes
reserve.
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38. EHQ;HQEE_;;}J% (%g 38. CONVERTIBLE NOTES (Continued)

Lucky State FEERE
AR EE ARREE et

China Star

Lucky State Investment

Convertible Convertible
Notes Notes Total
FHET FHET FHET
AEERAEAT The Group and the Company HK$’ 000 HK$’ 000 HK$’ 000
RZEZENF—HA—H At 1st January 2009 138,390 - 138,390
BITASRIA Proceeds of issue - 200,000 200,000
TE 25 A 19 Equity component - (23,546) (23,546)
BEKMH Liability component 138,390 176,454 314,844
FEZH Interest charged 3,425 1,934 5,359
EENEES! Interest paid (2,695) (1,130) (3,825)
i Conversion - (177,258) (177,258)
i=gEl Redemption (139,120) - (139,120)

n= NFE+=-—A=+—H - At31st December 2009,

1st January 2010 and
31st December 2010

T-TFE-A-AR
;E_

TE+-_A=+—8H

B 2% & AT A SR RLucky State AL R &
ZEERNDZEBRNEDFILR.61%K7.75% °

The effective interest rate on the liability component of
the China Star Investment Convertible Notes and Lucky

State Convertible Notes were approximately 9.61% and

7.75% respectively.
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39. jﬁﬁﬁlﬁﬁ{ﬁ 39. DEFERRED TAX LIABILITIES
UTARNERBAZ T EELEHREAGEREEN The followings are the major deferred tax liabilities
BHEEE and assets recognised by the Group and movements

thereon:
KEHBARZ RENEZ
AVEERE TRAREE ATEEZD H)
Fair value Fair value
adjustment changes of
on acquisition ~ Convertible investment
of subsidiaries notes properties Total
FET FERT FET FERT
AEH The Group HK$' 000 HK$' 000 HK$'000 HK$'000
RZETNE-F—A At 1st January 2009 80,888 4,878 2,551 88,317
BITRRER Issue of convertible notes - 3,885 - 3,885
BRBREE Redemption of convertible notes - (4,743) - (4,743)
RBTERER Conversion of convertible notes - (3,753) - (3,753)
GIAZAWAR) /BRE (Credit)/charge to the consolidated
WARNRG income statement - (267) 3,243 2,976
WZZEEAF+=-A=+—H At 31st December 2009 and
k=Z2—-TF—-F—H 1st January 2010 80,888 - 5,794 86,682
HEREMEREE Released upon disposal of investment properties - - (643) (643)
BEEWAFK IR Charge to the consolidated income statement - - 2,024 2,024
WZZE-ZFF+-A=+—HB At 31st December 2010 80,888 - 7,175 88,063

R-ZZE-—ZF+-_A=+—R AEEEFH
425,445,000 7T (ZF T N5 : 478,288,000/
TU) Z RE R E A B R A R 8 B R A o
BRARERE AR ZEH - S B ERIETHIEA

¥ NN

MRKREETERT B & 267 - I BB AT R IEES
18 49102,347,000/% 7t (Z = Z L4 : 93,186,000
BT BRIBELERIBEE ©
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At 31st December 2010, the Group had unused
estimated tax losses of approximately HK$425,445,000
(2009: HK$478,288,000) available for offset against
future profits. No deferred tax asset has been
recognised 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$102,347,000 (2009: HK$93,186,000) due to the
unpredictability of future profit streams.
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40. g% J@ﬁ'ﬁﬁ%ﬁ 40. TRADE PAYABLES
BHRAERFZRRONET ¢ The aging analysis of the trade creditors is as follows:
rEHE
The Group

—ETNEF
2009
FET
HK$’ 000 HK$’ 000
0&30H 0 to 30 days 14,267 6,247
31260H 31 to 60 days 2,444 3,614
61£290H 61 to 90 days 233 101
912180H 91 to 180 days 917 1,845
Hi®180H Over 180 days 7,177 9,619
25,038 21,426

41. 2 WH&E% BE—fIE B &ﬁﬂﬂ 41. DEPOSITS RECEIVED, ACCRUALS AND

FETFhIE OTHER PAYABLES
rEE KAF
The Group The Company

—E—2F = —TIANF
2010 2009 2010 2009
FERT FHET TERT FET
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
B U EE Deposits received 16,917 15,805 10,000 10,000
fEstE A Accruals 40,951 88,831 3,230 8,156
H i & 5R8 Other payables 2,602 27,565 739 715

60,470 132,201 13,969 18,871

> a0 FE —FIEME AT 3= 42 AMOUNTS DUE TO AN ASSOCIATE/

. *EEJEiZ/AIE NON-CONTROLLING INTERESTS
TENAER-EHBL AT IEERESRE Y % The amounts due to an associate/non-controlling
_Ib‘j;ﬁﬁﬁ R B NEREREE o interests of the Group are unsecured, interest free and

repayable on demand.

a?®
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43. WEKHE LD H

BE-ZZAF+-A=1+—-HLEE

N\ZEENFRNAZTE AEELUBETHE
BEREEE AR QG ([CSML]) EAnglo Market
International Limited ([AMIL]) Z 82 ~51%& 7
o BRERET - ERASEAFACSML
RAMILZ 35 B49% R #E # 25 - CSMLERAMILR =
EENFAA=ZTHRARRFIZZENB AT -

P ECSMLEAMILZ B EFBREEFBEMT -

43.

ACQUISITION OF SUBSIDIARIES
For the year ended 31st December 2009

On 30th June 2009, the Group acquired the remaining
51% equity interest in China Star Management Limited
("CSML") and Anglo Market International Limited
(“AMIL") at a total consideration of HK$2. Together
with the existing 49% interest in CSML and AMIL held
by the Group, CSML and AMIL became wholly owned
subsidiaries of the Company on 30th June 2009.

Details of net liabilities of CSML and AMIL acquired and
goodwill are as follows:

KESENEAEE LATEEHR ATEE
Carrying amount
before the Fair value
acquisition adjustment Fair value
FET FET FET
HK$'000 HK$'000 HK$' 000
sz 8@ETE: Net liabilities acquired:
mE BEREE Property, plant and equipment 86 - 86
BHRNR Trade receivables 2,215 - 2,215
Bfiks  BRAFER Deposits paid, prepayments and
i IR other receivables 9,655 - 9,655
ROBRRFERE Cash at bank and in hand 560 - 560
BUEES - EFEE R Deposits received, accruals and
HitEHHE other payables (37,378) - (37,378)
(24,862) - (24,862)
[l Goodwil 24,862
BRERATER Total consideration at fair value -
BREZATEENTIARIA Total consideration at fair value satisfied by:
BRRSRE Cash consideration paid -
BERREREAZRERATE Net cash inflow arising from the acquisition:
ERReRE Cash consideration paid -
ks BaERkFERE Cash at bank and in hand acquired 560
560

HE-_ZTHAF+_F=+—HBI-EE  CSML
RAMILS Bl & 78 & [ & 3 58 & Bh £9146,000/% 7T
252,000 7L WHRERAD R AXEEEFE
181 £9323,000% 7T }2 133,000/ 7T ©
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For the year ended 31st December 2009, CSML and
AMIL contributed approximately HK$146,000 and
HK$252,000 respectively to the Group’s turnover
and contributed approximately HK$323,000 and
HK$133,000 respectively to the Group’s profit.
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44. HEKE D 7 44. DISPOSAL OF SUBSIDIARIES

BE-ZZAF+-A=1+—-HLEE

RZZEZEAFAAANB  AEENURE
22,960,000 T E—HARREHEZEWNB R
#Bingo Chance Limited ([BCL]) - RZZEZ
FtA=+—H K&EBENAERKELI 138,000
BT HEERCSMLEAMILZ 2 SR T —
MEEREERERAT (FIBITFEEEY
EERARF]) 22 &M B2 FIDance Star Group
Limited °

For the year ended 31st December 2009

On 8th June 2009, the Group disposed Bingo Chance
Limited (“BCL"), a directly wholly owned subsidiary
of the Company at a consideration of HK$22,960,000.
On 31st July 2009, the Group disposed its entire
equity interests in CSML and AMIL to Dance Star
Group Limited, a wholly owned subsidiary of KH
Investment Holdings Limited (formally known as “China
Star Film Group Limited”), at a total consideration of
approximately HK$3,138,000.

FrHEZEEFEFBNOT Details of the net assets disposed of are as follows:
Hek @it
BCL CSML AMIL Elimination Total
T T T T T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ez EREE Available for sale financial assets 26,600 - - - 26,600
BRIREEERRE Release of financial assets
revaluation reserve 25,962 - - - 25,962
nE  EEREE Property, plant and equipment - 79 - - 79
[EIRAMILZ 3R Amount dug from AMIL - 643 - (643) -
B HRMER Trade receivables - 912 648 - 1,560
&t BARER Deposits, prepayments
b EYE and other receivables - 9,512 679 - 10,191
ReRETER Cash and bank balances - 321 395 - 716
[ECSMLZ 508 Amount due to CSML - - (643) 643 -
EREES - BEIRE R Deposits received, accruals
A EME and other payables - (7,101) (1,850) - (8,951)
52,562 4,366 (771) - 56,157
FARER Non-controlling interest - - - - -
52,562 4,366 (771) - 56,157
HENBARER Loss on disposal of subsidiaries (30,059)
26,098
ATFRIFAZA : Satisfied by:
ReRE Cash consideration 26,098
HEMELZRERNEFE Net cash outflow from disposals:
BRHERE Cash consideration received 26,098
ENMBTERRAS Bank balance and cash disposed of (716)

25,382
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44. I':H % Mj‘% /L\\ EJ (/ﬁ/gf_) 44. DISPOSAL OF SUBSIDIARIES (Continued)
HE-_ZZAF+-_B=+—HItFE  BCL" For the year ended 31st December 2009, BCL, CSML
CSMLEAMILA Bl AR EE BB & EBHTHET and AMIL contributed approximately nil, HK$146,000
146,000/ 7T 252,000 7T * BRI AAREE 2 and HK$252,000 to the Group’s turnover and
i ) 5 2B 18 4974,00008 T~ & i F1323,00078 contributed loss of approximately HK$74,000 and profit
7t 133,000/ 7T ° of approximately HK$323,000 and HK$133,000 to

Group’s profit respectively.

45, *ﬂﬁﬁk}% 45. LEASE COMMITMENTS
rEBEEREBEA The Group as lessee
R-E-—FE+-_A=+—0 XEEBRERT At 31st December 2010, the Group had commitments
SR E M B EMETTRE&ZLHLY 2 % for future minimum lease payments under non-
SEMAEAENT cancellable operating leases in respect of rented

premises which fall due as follows:
rEE
The Group
—E-—=F —ETNF
2010 2009
THET FHET
HK$’ 000 HK$’ 000
—FA Within one year 1,491 963
FIEFEFRFA In the second to fifth year inclusive 1,219 1,128
2,710 2,091
RETHNRIBEAEEB R AZSEENZES - Operating lease payments represented rentals payable
MOTERFHOMFERBER  MEPHOMEZR by the Group for its office premises. Leases are mainly
S REENE - negotiated for an average term of two years and rentals
are fixed for an average of two years.
ANNUAL REPORT 4E #% 2010 171
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46. ﬁz]:ﬁ}%‘ 46. CAPITAL COMMITMENTS
REBRREPERE 2 RBITEENT : The Group had the following outstanding commitments
at the end of the reporting period:

AEH
The Group
—E—_ZF ZZTNF
2010 2009
THERT FET
HK$’ 000 HK$’ 000

ERERDETL - EEAREE - Authorised and contracted, but not provided for:

FEIR Construction in progress - 1,049
@27 ES Acquisition of properties - 1,180
W kg T SRR Acquisition of property leasehold rights 495,000 -

Uiz B BT 8 2 B Acquisition of subsidiaries
(K$3E48(a)) (note 48(a)) 540,000 540,000

BERNAERDE Capital contribution of joint
(ff7E51(a)) venture company (note 51(a)) 30,000 -
1,065,000 542,229

47 UIRBEEE LR M X {23 47. EQUITY SETTLED SHARE-BASED
2

TRANSACTION
BERZEE_FAA T EERITZARER Pursuant to a resolution passed at the annual general
REBFAG LBBz —HRAR  KRIETARF meeting of the Company held on 27th May 2002, the
R—ANAETAZT=BRMNzERETE ([E share option scheme adopted by the Company on
BERRIERT2))  WRA T — BB B ([5 23rd October 1996 (the “Old Option Scheme”) was
R TSl - terminated and a new share option scheme (the “New

Option Scheme”) was adopted.

HREERESEENR_ZEZ_FRAA-TtA As the Old Option Scheme was terminated on 27th
b Bt B EERENIRREBRER 2R May 2002, no further share options can be granted
_‘7 e MRMAR B IERIREERETE DR T under the Old Option Scheme thereafter. However, all
. i ARITE 2 BARERIMAE R - WA RIREMRE outstanding share options granted under the Old Option
PRAERE &2 AT AT 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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47. UREFEEURB I 2R
2 (%)

HBREE
AR 8 2 T 2B T

(i) BEEAZEEHARBMIEL LA REE
2 ARt SR S 3R B o

W
B
B
o
B

(if)

(1) () HEAXRAXEARAEES
AEBAEMNRAESZ
ERER(REIFEER
B ZEARERA
ARRMEAEERERRH
AR EBBRESZAE
AR RMER Z EAHITH
FATEFAREES (R
REMBIFNTES)
PRARBEENRIRE
=

(b) ERFAEGZEBEMNKE
RBERARBEMEER
RABARA T EREE
il 2 fE fa] 2% B A B 2 AE ]
BRIk 2 AL

(c) HHEEREREMNKER
AEARBEEMEERR
AR E TR R RAES
ZAEM AR FAETERE
FZEAFAA
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EQUITY SETTLED SHARE-BASED
TRANSACTION (Continued)

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 directors 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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47. URBHZEEURG I FZ2R 47
2 (%)

EQUITY SETTLED SHARE-BASED
TRANSACTION (Continued)

HERETE (E) The New Option Scheme (Continued)
(i) SEERE () (i) The participants include: (Continued)

(1)

(d)

RERDERBEMNKER

(1)

(d)

any business or joint venture

AEARAREMEERR partner, contractor, agent or
8l AN A A £ 2 A% R representative of any member

ZEARRZEBLAE
B RBE REEL
R

A 55 B HE B BB (R B B
RAEARRFEREER
RABARBEEMERE
Hl 2 EA D ERE RS 2
EMAEAE KM E -
RAACEMR 288
B UAREMFHFERA -
RiXEAE HHAR
AEELR - #IER
A CBEEQA - BHITDA
REZERBRA

MEEEREEBEMKE
DA A R AMER £ E K
RABARTEEMREE
HZERLRREER
ERHA TREAOE B
m R 2 AE I e
B HERIFHFERD
A

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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47. UREZEURGBGIFZR 47
2 (%)

MR B ()

SHEEQE: (B)

(1) (@9 ®‘RAERSEBEANKXE
REAEADREEMEER
RIMARAETERRE
B2 ERRRHRHRES
ERAME FHREAR E
mARB 2 ERMEP
AFREARA (BERFTE
BEAN) D HE

(hy HEEZEBIAKER
A ARBEMEERE
s AR A E E R R
ZEARAB ZEMEE
g HFE (BRETAs AR
F)i &

(2) B AHAZHLAEFABHZE
EES ZERMAF -

R AR B AR A B R R 2 BB AR TS I
2B ERE BT SRBARRENE
PRt 8 A M2 B BITRA10% &L
RAT B BRRBRIRAE LEH - AITEA
BIRE R B AT A o B AR
Y (RREBBRETE) EREMEARTT
EzBREMET2RG EREE - TF
FRB NI B BT 230% ° IMAF R T
BREY REFBRESE (KEH) M
AT 2 FE B 4R 8175 288,928,63617 -
HARRRAFRTEAREHTRAL
5.88% °
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EQUITY SETTLED SHARE-BASED
TRANSACTION (Continued)

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

(1) (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.

(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
(including the Old 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) at the date of this annual
report was 288,928,636, which represented
approximately 5.88% of the issued share capital
of the Company at the date of this annual report.
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. ABBERARGEE 2
%ﬁiﬁﬁéﬁ%‘f%(@)

(iv)

(vi)

(vii)

(viii)

(ix)

TZEANERZERE (REBTE "
B R RITE 2 ERE) T AT
FTs T RGBT 2 RN EE - THEBBT
REBEITRM21% -

TEHHEFTENREBRERRE
ERNANSBARE AR+ F -

BREFERZARTELRRHAREBERER
SEREN  TEATFERERTTENEA
KAEZ&ERA -

AERAARR G BB AEAE
BokE (iR a) - XAARR XM UETA
AR ERIE

BREZTEEARTIIZ&SE
a. BRHEBHERARAERENZ
W fg

b.  EEBREEMNAMXSAKA
ASRIRGZ FHRTE &

c. ARBEREMD ZHE -

FEREH AR RS -2 ——F
HAZ+ABLTERER -

47.

EQUITY SETTLED SHARE-BASED
TRANSACTION (Continued)

The New Option Scheme (Continued)

(iv)  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.

(v) 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.

(vi) 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.

(vii)  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.

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

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

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

C. the nominal value of a share of the
Company.

(ix)  The New Option Scheme is effective for 10 years
from the date of adoption until 26th May 2012.
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47. EQUITY SETTLED SHARE-BASED
TRANSACTION (Continued)
The following table discloses details of the Company’s
share options held by the Company’s substantial

EEZQEJJ : shareholders, directors, the Group’s employees and
other participants and movements in such holdings:
RRERA
Number of share options

H-§-%%

it 2 983 t2R

8hf -f-8 R-BEAE M-ERAE RCREAE MIETRAE ACREAR WZ%-%F RZR-2F N-E-3E HIE- ?fF N-%-2F  =1-§

s52EH b 24 fisR #E BRGE  &N/98 L] it fif REREER 38 ELY B ik HENBEE  HAGE

Transfer - Qutstanding Transfer
Lapsed/ between asat between

Exercise Outstanding ~ Expired  Adjustment ~ Granted  Exercised  category 31122009  Expired Adjustment  Granted  Exercise category Outstanding

Category of Exercisable price asat during during during during during and during during during during during asat

Participants Name of scheme period* per share 01.01.2009 2009 2009 2009 2009 2009 01.01.2010 2010 2010t 2010 010 2010 31422010

£ ) 52
HKS [notei) (note )

FAREERRREE  EBREHE BOBA0-7B00 622 100,108 - (1801) - - S M6 (2099) - - - - -

Substantial sharehalders  Old Option Scheme 02.06.2000- 01.06 2010 31126 45326 - (34416) - - - 10910 (10,910) - - - - -
and directors of

he Company** HERE 16.07.2002 - 15.07.2012 62852' 24042 - (18,256) - - - 5786 - 260 - - - 6,046

New Option Scheme 17.07.2003 - 16.07.2013 2670 49612 - (37670) - - - 11,942 - 53 - - - 12480

219,088 - (166354 - - - 52734 (35,006) 79 - - - 18,526

FhaEs™ B ICRE] 16.07.2002 - 15.07.2012 62852 120457 - (91,4684 - - - 28993 - 1305 - - - 30298

Director of the Company™* New Option Scheme 17.07.2003 - 16.07.2013 2610 248,068 - (188359 - - - 59,709 - 2667 - - - 6239

17.07.2009 - 16.07.2010 0.268 - - - 10395000 - - 10,395,000  (10,395,000) - - - - -

13.06.2010- 12052011 014 - - - - - - - - 832275 18,495,000 - - 19302

368,525 - (219823) 10,395,000 - - 10483702 (103050000 836267 18,495,000 - - 19419969

s 1] BERE 05.01,1999 - 04012009 1616 4 U] - - - - - - - - - - .

Employees of the Grop ~~ 0ld Option Scheme 26.03.2000- 27.03.2010 64226 26,067 - (19793) - - - 6,214 (6,274) - - - - -

(02.06.2000 - 01.06.2010 31126 45326 - (34417) - - - 10909 (10,009) - - - - -

HERERY 16.07.2002 - 15.07.2012 62852 20915 - (182927) - - - 57988 - 6523 - - 86,962 161493

New Option Scheme 17.07.2003- 16.07.2013 20670° 248,068 - (1883%9) - - - 59709 - 928 - - 145,549 214,494

13122004 - 12.12.2014 19.043° 325,691 - () - - 78393 156,786 - 17,556 - - 233,350 407692

(04.02.2005 - 03.02.2015 0y 1,986,713 - (1508517) - - 36846 515,042 - 2239 - - 112,493 655,774

30.12.2005 - 29.12201 8861 718,148 - [452%) - - - 172,856 - 10,130 - - 52,262 235,248

21.11.2008 - 20.11.2016 10144 1302762 - (989,191) - - - 31357 - 17638 - - 76393 409,602

25052007 - 24.05.2017 1.388" 1,779,356 - (131070) - - 138364 566,650 - 44178 - - 415002 1025920

27.06.2007 - 26.06.2017 18311 101,269 - (767859 - - 133,921 B - 29032 - - 267842 674,205

2310.2007 - 22.10.2017 127 5,243,000 - (3981023) - - 30719 1592.6% - 101435 - - 661438 2356569

21.08.2008 - 20.08.2018 0938 21,395,000 - (16.245214) - - T30 5887464 - 31944 - - 2544174 8811062

17.07.2009 - 16.07.2010 0.268 - - - 63639000 (19,378,000) - 44461000 (44.461,000) - - - - -

07.01.2010- 06.01.2011 01 - - - - - - - - 1392075 71,165,000  (40,230,000) - 331075

13.05.2010- 12052011 0144 - - - - - - - - 5038515 111,967,000 - - 17,0051

34322319 (4 (26061020) 63839000 (19378000) 1455981 54178276 (44.478183) 7073981 183132000 (40.230,000) 4597575 164,273,649

iepaE bl BoEr | 1B0T2002- 15072012 62852 181828 - (58) - - - 115976 - 1305 - - (6%l 0

Other partcipants New Option Scheme 17.07.2003 - 16.07.2013 2670 765,916 - (81562 - - - 184,354 - 1746 - - (145549) 40551

13.12.2004 - 12.12.2014 19.043° 1,608,911 - (1.221,850) - - (78393) 308868 - 339 - - (23330 78916

04.02.2005 - 03.02.2015 19713 1716982 (114977 (1,303670) - - (%846) 261430 - 6,702 - - (12493 195648

30122005 - 29.12.2016 8.861" 1,346,187 - (1022163) - - - 324024 - 12229 - - (52.262) 283991

21.11.2006 - 20.11.2016 10144 9non - (1489 - - - 25,179 - 705 - - (78393 163841

25.05.2007 - 24.06.2017 16.388" 3,905,030 - (2965,0%) - - (138364 801568 - 1731 - - (450%)  do3geT

27.06.2007 - 26.06.2017 19311 1,669,164 - (1.267401) - - (1391 678 - - - - (%7882 -

23.10.2007 - 22.10.2017 213 6,027,000 - (4576315) - - (30719) 1119966 - 2634 - - (6614%8) 479162

21.08.2008 - 20.08.2018 0938 2515000 (1,068,698)" (17,095,692) - - (13T 36Me8m2 - 48091 - - (25T 1116789

17.07.2009 - 16.07.2010 0.268 - - - 20709000 (29,709,000) - - - - - - - -

07.01.2010-06.01.2011 0172 - - - - - - - - 2086400 58,480,000 (12,560,000 - 47986400

13052010 - 12.05.2011 0144 - - - - - - - - 4700925 104,465,000 - - 10916592

4013040 (1183675 (31,141206) 29709000 (29,709.000) (1455981)  7.232,088 - 6885876 162945000 (12,360.000)  (4597575) 169,905,369

75922072 (1,183679) (57,648,493) 103943000  (49,087,000) - 71946800 (54008,189) 14796922 364572000 (52,790,000) - 343617533

ETEE 782 276 (.26 0.268 215 0.75 015 017 049

Weighted average exercise price
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47. UREZEEURD T2 47

% (%)

THRBEHFBRETIRE 2 BRENAFET

i :

TERH

Exercise date

—EZAENAZH
3rd August 2009

“EEAFEA-T\R
28th July 2009

—Z-TF-ANRH
8th January 2010

—ZE-ZF-ANH
8th January 2010

SRERR
Category of
Participants

AEEREES
Employees of the Group

Hip 2 8%
Other participants

rEERE
Employees of the Group

%

Hith 2
Other participants

\

EQUITY SETTLED SHARE-BASED

TRANSACTION (Continued)

The following share options granted under the New

Option Scheme were exercised in the current year:

BiIEBREHE
Number of share
options exercised

19,378,000

29,709,000

49,087,000

40,230,000

12,560,000

52,790,000

TEABMZKRE
Share price at
exercise date

HK$0.2587% 7T

HK$0.2677% 7T

HK$0.17/& 7T

HK$0.17/& 7T
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47. UBREFEEURBA X T Z2X

% (&

N FARRTEZBREZTEERBEEFA
FER 2 AR T fE -

- REARBZEIERRIEZAEBREERR
ES Sy Etias 1

REARDEEFTEHBL LA ZBRE -
# TEHRREEMBRERLE AL -

A FRRMZ B RAE -

(i) KARBRHEE-_Z—ZTFAA+=H =%
—ZE-ALtAR-ZEZAELATLERH
BIRER B 2 KWHES R RE0.149 - 0.178
02607 7T °

(if) REBE-_Z-ZFE+_-_A=+—HItEETE
BREEH(CZTAFE  E) -

BUR G X4 2 REMX

RER N E B B 76 3R & 2 RSB 255 [ LARR £ 2 9 2 3%
Bz R_ZEZ_F+-AtAZEHEER
RURBMER THREL A FEE  BRAMAX
REBHAIMERX 2 RSB I2EMRBERE
ZAVEERE -
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EQUITY SETTLED SHARE-BASED
TRANSACTION (Continued)

*

>k

(if)

The exercise prices and numbers of share options
which remained outstanding during the year have been
adjusted due to completion of the rights issue during

the year.

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, a director of the Company.

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

Share options lapsed during the year.

The closing prices of the Company’s shares
immediately before the dates of grant of share options
on 13th May 2010, 7th January 2010 and 17th July
2009 were HK$0.149, 0.178 and 0.260 per share

respectively.

No share option was cancelled for the year ended 31st
December 2010 (2009: nil).

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 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 options

granted.
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47 UBREEZE RS L4235 47. EQUITY SETTLED SHARE-BASED

2 (&) TRANSACTION (Continued)

URHB XAz RERS (E) Share-based payment expenses (Continued)

B (A AT EER B EETEE The estimated fair value of the share options is
o EAMEBAYEENT measured based on Binomial Option Pricing Model. The

variables input into the model are as follows:

RHEBRE
Share options granted on
R-ZE-—2F RIZ-Z2F RIZEZNF

ARA+=H —AtH tA++tA
13th May  7th January 17th July
2010 2010 2009
REFE A 832 s Weighted average share price
FIER(E GBETT) at measurement date (HK$) 0.150 0.176 0.260
niEFEITEE (BT) Weighted average exercise price
(HK$) 0.150 0.180 0.268
TEHR R iR (LADNAE 15 Expected volatility (expressed
BAEEIRN) as weighted average volatility) 52.68% 59.58% 123.98%
B FH5 (UAIN#EF S Number of years for share option life
FHAR) (expressed as weighted average life) 1 1 1
TEHA R 2 Expected dividends - - -
= [ b ) Risk-free interest rate 0.16% 0.16% 0.06%
REFE B E 2 niEF Weighted average fair value
N EEGET) at measurement date (HK$) 0.0205 0.0264 0.0773
TEERR R Ty LB R iR (IR 2 R The expected volatility is based on historical volatility
MREBGE) REE -BHARSAANBERE S (calculated based on the weighted average remaining
BEE -RAZEEBRR 2L GH AT EE life of the share options). Expected dividends are based
ZIEFTEEERTE - on historical dividends. Changes in the subjective
input assumptions could materially affect the fair value
estimate.
8 R T AR R AR T 1R T A o RS 4R 0 A S Share options were granted under a service condition.
ARz R RE A2 AT EBERE 7 The condition has not been taken into account in the
B 2 B AR B T 05 (6 I R o grant date fair value measurement of the services

received. There were no market conditions associated
with the share options granted.
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EXBEAERE

BRUMBBRRAZBEAREEN

AEBEBEAL

I NS

A\—ETBAEMA-+HAE —BEAR
8z 2 &M B 2 FlBestjump Holdings
Limited B R R A MITEFTREEZRRRK
ARAZTIIY—HEERZE  REBBK
fEModern Vision (Asia) Limited &zReform
Base Holdings Limited (i A B ZAQ
Azl REEZARBIEARERN
& #£750,810,0078 L2 B & ([ fE =
Bl ) - 4 & %4900,000,000% 7T (7] F
AE)([ZRE] ZREUREESE
360,000,000 7T « AR &) #§ T #4721
% 2 $5350,000,0007% JT{E i - M & 5
191,000,0004 3, & 3 7 52 AR B B 1T 5,
SREE - MERRMBARLE 2880
HELREMRMODBERAMZEETE
BE-RAZRETTHE - BERAGIZEE
BEABRSN BB MR EE
ZEHTE%RIE - ZERBEE —BLAR
PG LET ASREERNbE 25
[FE &M BICRT7IER ] 2 13 2 100% 7
o BB EMARAE14AT - WEEFEIK
BABERS - EEEEAQ%Z%'IE%WK
REIRZTZNFNA+ERTIEZE
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MATERIAL RELATED PARTY
TRANSACTIONS

Save as disclosed elsewhere in the financial statements,

the Group entered into the following transactions with

related parties:

(a)

On 29th April 2009, Bestjump Holdings Limited,
a wholly owned subsidiary of the Company,
entered into a sale and purchase agreement
with Ms Chen Ming Yin, Tiffany, an executive
director and a substantial shareholder of the
Company, in respect of the acquisition (the
“Acquisition 1”) of the entire equity interest of
Modern Vision (Asia) Limited and Reform Base
Holdings Limited (collectively referred as to the
“Target Companies”) and outstanding loans
in an aggregate amount of HK$750,810,000
due by the Targeted Companies with a total
consideration of HK$900,000,000 (subjected
The
Consideration shall be satisfied by cash deposit
of HK$360,000,000, HK$350,000,000 convertible
notes to be issued by the Company and the
balance of HK$191,000,000 in cash or by the
issue of promissory note upon completion.

to adjustment) (the “Consideration”).

The Consideration is subject to adjustment
in case the total gross floor area granted by
Macau Government is less than the gross
floor area previously published in the Macau
Official Gazette. The major assets of the Target
Companies are their aggregate 75% equity
interest in a Macau incorporated entity which
owned 100% interest in a lot of land, namely
Lote C7 do Plano de Urbanizacao da Baia de
Paria Grande, located in Nam van Lakes Zone,
at Avenida Doutor Stanley Ho. The Acquisition |
is regarded as a connected transaction pursuant
to chapter 14A of the Listing Rules. Details of
the transaction were set out in the Company’s
circular dated 17th August 2009.
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48. EABEALTRS (& 48. MATERIAL RELATED PARTY

TRANSACTIONS (Continued)

(a)

BUFNTEEHR WESHRIZHE
GCRBATEE BRBIBEBIFAARD
AIREBRE ZERFE - WHEFEIERN
TETAFANAZBESBURR 2
O EREEREASMALBATHK &
& 1% ©:360,000,00078 7T i A £ B4R A B
BRRERDBEREMNKIE  Re REME
WkaE -

RZE—ZF+ZA=+=0" ' KRAZ
2 & W B 2 AlTriumph Top Limited ([ &
7 1) ~ A2 8]+ Sociedade de Turismo e
Diversées de Macau, S.A. ([&77]) kA&
ANRAIEFMERTEITCAREGE &
- BEAERERELEMESEKER
= 12 R (8550,000,0007% 7T 4 18 B 75 1R 1%
BB SLAL AR FIZona de Aterros do
Porto Exterior (ZAPE)Z 6B £ « §6C
HE - 6D ER R EBOEMER ([ZEHE )
R HEMBE 2 WEHERE ERZ
SR EBETEREETER) (K
BEIE]) - RELTARR - WEFEEEX
KRR —EHIFEANBEFERBAER
5 AWEFARARELREAARD AR
TZBRERFANARG LI ER - FAEE -
WEFEFBEEANRAAR T ——F—
REBBEXRZAMBA -

(a)

(Continued)

The independent non-executive directors
confirm that the terms of the agreement of the
Acquisition | are fair and reasonable and the
Acquisition | is in the interests of the Company
and its shareholders as a whole. The Acquisition
| was approved by independent shareholders on
3rd September 2009 but has not been completed
up to reporting date and an investment deposit
of HK$360,000,000 is classified as prepayment,
deposits and other receivables in the
consolidated financial statements of the Group.

On 23rd December 2010, Triumph Top Limited,
a wholly owned subsidiary of the Company
(the “Purchaser”), the Company, Sociedade
de Turismo e Diversbes de Macau, S.A.
(the “Vendor”) and Mr. Heung Wah Keung,
a director of the Company entered into a
conditional agreement pursuant to which the
Vendor has conditionally agreed to sell and
the Purchaser has conditionally agreed to
purchase the property leasehold right held
by the Vendor under the leasehold granted
by the Macau Government over Lot 6B, Lot
6C, Lot 6D and Lot 6E, located in Macau at
Zona de Aterros do Porto Exterior (ZAPE)
(the “Sites”) (and the inherent transfer to
the Purchaser of the legal title of the Sites)
at a consideration of HK$550,000,000 (the
“Acquisition”). The Acquisition constitutes a
very substantial acquisition and a connected
transaction of the Company under the Listing
Rules and thus is subject to the approval of the
independent shareholders of the Company in
a special general meeting to be convened by
the Company. Details of the Acquisition are set
out in the Company’s announcement dated 7th
January 2011.
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48. EXRBEALTR S (&)

(c)

m ffﬂi At+—8 AEERXE
VERBE B AERERR
;200,000,000%752%;« o REEBER
%EHXE*JA’QOO 000,000/ 7t ([ &) -
ZEINFEAZ+ =8 AAREK
E% RN —MRBWRE - B ARF
ERERTRKEXERERBLRELR
% (B 88 A € % A200,000,0008 L 2 A&
HZFrRBREE 2 BRERECeHE
FREBEZEREEERE FHERENSR
BEECR-_ZETAFAAZT—HER
B URZZEZAF+HARTZABEN
# 71,000,000,0000% X A &) i 19
TERAEZA+-—BR-ZZTETAFLA
ZH=A MERLFERKRARZT AR
REIRKERE Z XRES - WETKE
REEE B TF_A—HBHREW -

 EZETAF+ A=+ —HLEF
CAEEEINEBAZERZAEX
ﬁ&ﬁﬁﬁ%¢lihéﬂﬁ%ﬁﬁz
HEME X LD A 43,973,000% 7T &
1,934,000 7T °
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MATERIAL RELATED PARTY
TRANSACTIONS (Continued)

(c)

On 11th March 2009, the Group entered into a
loan facility agreement with Eternity pursuant to
which the Group was granted loan facility of up
to HK$200,000,000. The Group subsequently
has drawn the loan of HK$200,000,000 (“Loan
Advance”). On 23rd July 2009, the Company and
Eternity entered into a subscription agreement
pursuant to which the Company has agreed to
issue and Eternity has agreed to subscribe or
procure subscription for a 3-year convertible
note in the principal amount of HK$200,000,000,
the subscription price of which shall be satisfied
by setting off against the Loan Advance. The
China Star Investment Convertible Notes was
subscribed on 21st September 2009 and fully
converted into 1,000,000,000 shares of the
Company on October and December 2009. Mr.
Heung Wah Keung and Ms. Chen Ming Yin,
Tiffany were common directors of the Company
and Eternity as at 11th March 2009 and 23rd
July 2009, and resigned as directors of Eternity
with effect from 1st February 2010.

During the year ended 31st December 2009, the
Group had paid interest expenses and recorded
imputed interest expenses amounted to
approximately HK$3,973,000 and HK$1,934,000
in respect of the Loan Advance and the China
Star Investment Convertible Notes respectively.
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48. EXBEALTRF (&) 48.

MATERIAL RELATED PARTY
TRANSACTIONS (Continued)

ﬁ§$°ﬂ§l§§§%$§¥{£§ﬁﬁ;§2
EFE AT ZF-A=-t+—BE
ER o

(d) RAFE  AEBBAERENR YT (d) During the year, the Group entered into the

P following transactions with its and related

companies:
—E2—ZF —ZTNF
2010 2009
FET FET
HK$’ 000 HK$’ 000
KEBERAZHA Income received from associates:

e AREEAMAEE Rental income and utilities fee
=933 reimbursement 5,249 1,306
EEERA Management fee income 160 -

TR FEEA AT 2R :  Expenses paid to associates:

BNR&ENETERER Entertainment and staff messing paid 11,679 4,876

REMBEHRAESZ Income received from companies with

RNELZWA common directors:
ERBUWA (HFE1) Management fee income (note 1) 2,400 4,430
REEW AR ER 2 Imputed interest income from convertible
HERBUA (F5E2) notes receivable (note 2) - 2,488
HENBARZ Loss on disposal of subsidiaries
B8 (ffaE2) (note 2) - 457

Mt - Notes:

1. EEBWATIRAEEEBENT (K 1. Management fee income was charged at a rate
RAETEERHEPHAERER) mutually agreed between the Group and the
Q,ﬁ%"iﬁﬁﬁ&%ﬁFﬂﬁﬁ%’ﬂx)}r"} related company by reference to sharing of

BRARRHERTBERB AN & office premises and supplies, and manpower

?73 EZEBEMBR -MEREELERK in provision of administrative services. Mr.

RARBEATZXRAES  WEHT Heung Wah Keung was a common director of

BERRIvERE BE_T—ZFTA the Company and the related company, and

_ ZHN\BERER- resigned as a director of the related company
- with effect from 28th October 2010.

2. MEZREEARRARBERE 2K 2. Mr. Heung Wah Keung was a common director

of the Company and KH Investment, and
resigned as a director of KH Investment with

effect from 21st January 2010.
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48. Ej{@ﬁﬁ*ifi% (/Z/%g 48. MATERIAL RELATED PARTY
TRANSACTIONS (Continued)
(e) REBEE-_ZTETNF+_A=+—HILFE " (e) During the year ended 31st December 2009,
M) 2= 58 2 AE AN PR AR I e - SR 1THR A (8 A Mr. Heung Wah Keung and Ms. Chen Ming Yin,
ERUERAEEBESZRITEDR - K Tiffany provided personal guarantees to bank to
EELSEREINEBAR- secure mortgage loan granted to the Group. No

fee was paid to them by the Group.

(f) FTEEBRAER (f) Key management personnel
MW IS E T EZEEEASHE (B Compensation for key management personnel,
EEXNTARREERETESHREEL including amount paid to the Company’s

BT ¢ directors and certain of the highest paid
employees, as disclosed in note 15, is as follow:

—E-FfF —ETNF

2010 2009

FB T F#ET

HK$’ 000 HK$’ 000

ok EAER, Salaries and other allowances 10,086 8,398
RIREF T B Retirement benefits scheme contributions 64 72
ARG 0 1+ 2 5038 Share-based payment 1,505 3,024
11,655 11,494
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49. igﬁﬁ%ﬁaﬁ% 49. PARTICULARS OF PRINCIPAL
SUBSIDIARIES
TRV EERATEZEREFBEENEEY The following table lists the subsidiaries of the Company
RRARIMBRAR -EERR 2 HMHME LR which, in the opinion of the directors, principally
ZEHEFRBARITE affected 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.

ARAMEE BRR
i/ RIER/ fisRs/ BORA /B8 BERE/
HEARER EBRRFL 4 ERERER EXEERA THEL FEEH
Proportion
of nominal
value of issued Issued and
Form of Country/place of Class of capital/quota fully paid
business incorporation/ shares/quota capital held share capital/
Name of subsidiary structure formation capital held by the Company quota capital  Principal activities
ant
%
Best Combo Limited B A EERIEE LER 100 IREEIET  REER
Incorporated British Virgin Islands Ordinary IR Investment holding

1 share of US$1

Best Mind Eaij EBRUES ERR 100 0REREE REREBVEELR
International Inc. Incorporated British Virgin Islands Ordinary 1ET kR WEER 2 2%
(Hio) 100 shares of  Investing in operations
(note b) US$1 which receive profit

each streams from the
gaming promotion
business

Bestjump Holdings Limited ML EBRLEE LER 100 REREE REER

Incorporated British Virgin Islands Ordinary 1ETZEBE  Investment holding
1 ordinary share of
US$1
Business First Limited B EBRARS LRk 100 RAEIET  BERRENRE
Incorporated British Virgin Islands Ordinary IR Holding of cable right

1 share of US$1

Charm Faith Holdings Limited s fHA{ 1z AERTEE LER 50 100l REZR
(Hizto) - Incorporated British Virgin Islands Ordinary BREEIET  Investment holding
(note 0 LEBR
100 ordinary
shares of
USS$1 each
China Star Entertainment Bl EBRLEE LR 100 N0RBHREE  REER
(BVI) Limited #+  Incorporated British Virgin Islands Ordinary 1ETZBHB  Investment holding
‘ 200 shares of

US$1 each
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49. TEME L TS (& 49. PARTICULARS OF PRINCIPAL

HEAFAR

Name of subsidiary

EBRRKA

Form of
business
structure

it/ RIER/
B8

Country/place of
incorporation/
formation

SUBSIDIARIES (Continued)

ke
ERERER

Class of
shares/quota
capital held

ERFMEE
BORE/EE
EXEGERLA
Proportion

of nominal
value of issued
capital/quota
capital held

by the Company
antt

%

BRAR
BrRE/
ERER

Issued and
fully paid
share capital/
quota capital

B33

Principal activities

hEEREER
ARAF

China Star Entertainment
Holding Limited

HEERAETARAT
China Star HK
Distribution Limited

HEEEEREBRAT

China Star HK Entertainment

Company Limited

Rl
Incorporated

3174

Incorporated

AL
Incorporated
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Hong Kong

£
Hong Kong

B
Hong Kong

TR
Ordinary

B
Ordinary

Eak
Ordinary
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100

100

RERAEE
1T LBk
%21,000,0008%
BREGET
LERZREBER
(Hite)

2 ordinary
shares of
HK$1 each
and 1,000,000
non-voting
deferred
shares of
HK$1 each
(note c)

100,000%
BREEET
ZERRK
100,000
ordinary shares
of HK$1 each

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

REZR

Investment holding

S REREEE
B

Distribution of motion
pictures and television
drama series

RERERTTR
RERR

Distribution of video
rights and

investment holding
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49. TEMBATEE (& 49. PARTICULARS OF PRINCIPAL
SUBSIDIARIES (Continued)
ARAMEE BRR
2R/ RIER/ fisRs/ BORE/EE #BrkE/
HELRER ERERTA  #E ERERER EXEELA THER  ITEH
Proportion
of nominal
value of issued Issued and
Form of Country/place of Class of capital/quota fully paid
business incorporation/ shares/quota capital held share capital/
Name of subsidiary structure formation capital held by the Company quota capital  Principal activities
ant
%
China Star International Rl ja EBRRES LRk 100 8001k  EFREREEL
Distribution Limited Incorporated British Virgin Islands Ordinary BREEIET i
(Wia) 2Bt Distribution of motion
(note a) 8,001 shares of pictures and
US$1 each television drama
series
HhEEBSIYRBRAT Rl B LAk 100 15000  REERRER
China Star Laser Disc Incorporated Hong Kong Ordinary BRER RARK
Company Limited 100B L2 L@E  Provision of

15,000 ordinary management
shares of services and
HK$100 each investment holding

HEEFEARAA R B LER 100 A HEEFME
China Star Pictures Incorporated Hong Kong Ordinary BREEIET  Holding of film
Limited BRI rights
2 ordinary
shares of
HK$1 each
PEERERBEERAR ek &k Lk 100 MW RESFEERERE
 China Star Production Incorporated Hong Kong Ordinary BREENET  Provision of film post-
“Services Limited : LB production services
” 2 ordinary
shares of

HK$1 each
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49. TEMBATEE (& 49. PARTICULARS OF PRINCIPAL
SUBSIDIARIES (Continued)
ERFMEE BRR
R/ RIER/ fisRs/ BORE/EE #BrkE/
HELRER ERERTA  #E ERERER EXEGERLA EHER  IEEH
Proportion
of nominal
value of issued Issued and
Form of Country/place of Class of capital/quota fully paid
business incorporation/ shares/quota capital held share capital/
Name of subsidiary structure formation capital held by the Company quota capital  Principal activities
antt
%
China Star Trademark Rl fA EBRRES AR 100 REEIXT  FABERRE
Limited Incorporated British Virgin Islands Ordinary LI Holding of trademark
1 share of and copyrights
US$1
China Star Worldwide ERUZAT i ERR 100 00RER  EYREREES
Distribution B.V. Incorporated Netherlands Ordinary AEI00EHE £
(Wita) ZEEFE  Distribution of motion
(note &) 400 ordinary pictures and
Shares of television drama
Dutch Guilders series
100 each
BEERRBERAT EalAv 2P TEAR 50 100,000279%  RERESEERB
(Bzvka) Incorporated Macau Quota capital MOP100,000  Provision of casino
Classic Management & management
Services Company Limited service
(note b and d)
Exceptional Gain B AT RERIES LRk 100 REE  REER
Profits Limited Incorporated British Virgin Islands Ordinary 1ETZBRHB  Investment holding
1 share of
US$1
BRARERAR Eialifz A i Lk 100 REEIET YR
Gold Choice International Incorporated Hong Kong Ordinary ZEBR  Film Production
Limited 1 ordinary share
of HK$1
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49. TEMBATEE (& 49. PARTICULARS OF PRINCIPAL
SUBSIDIARIES (Continued)
ARAMEE BRR
2R/ RIER/ fisRs/ BORE/EE #BrkE/
HELRER EBRRER #E ERERER EXEELA THER  ITEH
Proportion
of nominal
value of issued Issued and
Form of Country/place of Class of capital/quota fully paid
business incorporation/ shares/quota capital held share capital/
Name of subsidiary structure formation capital held by the Company quota capital  Principal activities
ant
%
RERESEEERAT Bl gLy TEER 50 5000002758 REPIREEERERD
(Wb kd) Incorporated Macau Quota capital MOP500,000 ERE URREER
Hotel Lan Kwai Fong Provision of hotel
(Macau) Limited services in Macau
(note b&d) and property

investment, and
investment holding

ZR(BE)ARLT ERUEZAT & ERR 100 AREREE  HEDE
Newrich (H.K.) Limited Incorporated Hong Kong Ordinary 1BTZE@®RE  Property holding
2 ordinary
shares of
HK$1 each
“BEEYARLA EalilzAva B £k 100 3000000  EFEE
One Hundred Years of Incorporated Hong Kong Ordinary BREEET  Film production
Film Company Limited LEBR
3,000,000
ordinary shares

of HK$1 each

BERLERRA Rl Ek LRk 100 RERAE BEETR
© § & W Entertainment Incorporated Hong Kong Ordinary 1Bz LBk EREEE
“Limited 8 2 ordinary  Production of motion
” shares of pictures and television
HK$1 each drama series
Triumph Top Limited il EBRLEE LER 100 REREE  REER
SN Incorporated British Virgin Islands Ordinary 1ET2EBKR  Investment Holding

1 ordinary share of
US$1
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49. TEMBLARFERE (&)

et :

FERPILEET -

ERERBECRNERTERN S ZZ AR
BoBUZARBREAGzARE HEZEAX
EREGLREZEN EEEENTAIZE
DK °

RRFIMERBEERRARFEEI9%RERE 2
— DR FIM = E E AR 2 7 KCharm Faith
Holdings LimitedZ £RBREERERBA R
AIZBREREERERE - Bt RPBESE
JE BB A7) KCharm Faith Holdings Limited %
HEBRACHEERBEBRARGIEEAE
AR Z KB AR

Best Combo Limited ~ Best Mind International

c. * China Star Entertainment (BVI) Limited &
China Star Worldwide Distribution B.V.FAZ< 2 7]
BEERE  MABHMHWEBRRHIHARRREE

WA -

SRR BEBEIN

e

MEBARZEREXRMHMAE

P BB A RN & 45 B s F o (RS L B R I
[ 2 &% &
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PARTICULARS OF PRINCIPAL
SUBSIDIARIES (Continued)

Notes:

Operating internationally.

Operating in Macau.

The non-voting deferred shares practically carry no
rights to dividends nor receive notice of nor to attend
or vote at any general meeting of the company nor to

participate in any distribution on winding up.

One of the common shareholder of Hotel Lan Kwai
Fong (Macau) Limited and Charm Faith Holdings
Limited who holding 49% voting power has agreed
to follow the voting and management decision of the
Company. Therefore, Hotel Lan Kwai Fong (Macau)
Limited and Charm Faith Holdings Limited and their
direct investment, Classic Management & Services
Company Limited are considered as subsidiaries of the

Company.

Best Combo Limited, Best Mind International Inc.,
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 debt securities

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

the year.
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50. Hﬁﬁ% NI ﬁ'ﬁ% 50. PARTICULARS OF ASSOCIATES
TREVESZSRATEYEREREXEREEW The following table lists the associates of the Group
REEBEZE QT - which, in the opinion of the directors, principally

affected the results and assets of the Group.

rEEfE
BRIRE/ BRIR
i/ RIER/ fisRs/ EHER #zkx/
BELRER RBRBPS #E ERERER HELA THEL  FEEH
Proportion
of nominal
value of issued Issued and
Form of Countrylplace of Class of capital/quota fully paid
business incorporation/ shares/quota capital held share capital/
Name of associate structure formation capital held by the Group quota capital  Principal activities
ant
%
MAERRAR (17 B34 2F TEAR 26.67 60,0008F5%  HEKER
BERKEZABRAF)  Incorporated Macau Quota capital MOPB0,000  Spa operations
Avatar Limited*
(formally known as
Dr. Chauchard's Spa
Limited)
KERRAR! Eali v 2P FHER 245 30000EM%  REKARE
Merit Noble Incorporated Macau Quota capital MOP30,000  Provision of catering
Company Limited* services
BEBRAT EEalifz A B LRk 50.0 REEET  REER
Noble Million Limited Incorporated Hong Kong Ordinary ZEER  Investment holding

1 ordinary share
of HK$1

"B - ERFIRE T - * Operating in Macau
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51. MEHKREE

(a)

RZE—ZEF+_ANB  —EARA
% B[ B A FIChina Star Entertainment
(BVI) Limited ([CSBVI])  E&RE X
China Star Film Group Limited ([& %2
AIDFIUBKGEEEmE ((6EHE]D
NABBEKIETENRERERETEY

AENE - RIEAEHZE  CSBVIRE
REEME & A AR E %5 K1,000,000%
T2 BRI REEIOBA LA ARG
# X8 430,000,000/ 7T * MM A & 1%
#i&CSBVIKEmEAR A E R AI50%E
moBERRZBHERZ=ZE——F—A
+ BRI REE -

R_Z——F—F+WNA  ARFERE
REFTUREH# BERAENEE
M) %8 37 % & & Bl & & £577,855,000/% &
BREECOIEITLZHEG  BEBATR
0.07% JT ° 577,855,0000% 1 f% 17 B 1R #
E-Z-ZEXAZTHEETZRRASE
RGBT AQREEZ —MBEEMRZ
T——F—A-++AET IEREF
#84939,930,000/% ot B{EBBER (B2 —

4 -

R-B——F-AhA AAREERT
o AAFREESADTRELEFEA
AREAER((AASM)) 285 - BF
B

(i) BmA6F: F10R SRR M (E0.01
BLZBBIRABITHRERG
& B BARRABREREE0. 1045
TZAEBRG (&M

ANNUAL REPORT 4E$& 2010

51.

193

EVENTS AFTER THE REPORTING
PERIOD

(a)

On 8th December 2010, China Star
Entertainment (BVI) Limited (“CSBVI"), a
wholly owned subsidiary of the Company, KH
Investment and China Star Film Group Limited
(the “dJV Company”) entered into a conditional
joint venture agreement (the “JV Agreement”)
relating to the formation of the JV Company,
which is principally engaged in production
and distribution of films. Pursuant to the JV
Agreement, CSBVI agreed to subscribe and
the JV Company agreed to issue and allot
30 shares of the JV Company at a price of
HK$1,000,000 per share for a total consideration
of HK$30,000,000 and CSBVI will beneficially
interested in 50% of the JV Company after the
completion of the JV Agreement. The shares of
the JV Company was issued and alloted on 7th
January 2011.

On 14th January 2011, the Company entered
into a placing agreement with a placing agent to
place on a best effort basis up to 577,855,000
new Shares of HK$0.01 each to independent
investors at a price of HK$0.07 per Share.
577,855,000 new Shares was issued on 27th
January 2011 under the general mandate
granted to the directors of the Company at
the annual general meeting of the Company
held on 30th June 2010. The net proceeds of
approximately HK$39,930,000 were intended
to be used for part of the consideration for the
Acquisition.

On 9th February 2011, the board of directors
of the Company announced that the Company
intended to put forward to the shareholders
of the Company for their approval a proposal
involving capital reorganisation (“Capital
Reorganisation”) of the Company comprising:

() share consolidation that every 10 issued
and unissued existing Shares of HK$0.01
each be consolidated into 1 consolidated
share of HK$0.10 each of the Company
(“Consolidated Shares”);




)

BE-ZT-%

=

51. %R

(iii)
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EHREE (&)

(ii) BARHRE : (VEBTHEARAZ
HREN(BREBCBITAHK
P FE880.097 1) M BB A AR 2
BRITREA FE8REEHTEH
f& 1 2 E{E H0.10/8 TR Z0.0158
(B REMEAMRGZE
B EA%0.107% LAl B £ & %0.01
BB AR R ZEERA - LA
AR A 2% E IR 78 :§500,000,000
7% 7T (% /55,000,000,0000% & 6
& 17) Bl Bk 250,000,000 7T (5
45,000,000,0000% % % & {E0.01
B2 HRG) s R(iBEENRAR
B BT IR A i 2 A 7 AR
ARRB 2 BHAGBE &

BARBEN: BARARZEATER KA
50,000,000 7t (% A5,000,000,000
BRERBECOIETZFRMG) EME
500,000,000/ 7T (% A50,000,000,0000%
SREECOIBTZHRG) - EAEA
HERESBHEHERTR -

W_T——F—A-+—B AQF&
KERBITLRERE Bt AAF
ERERERITMKERBEKERE
RHES MBARBERRARBEZALTE
#8650,000,000/% 7T 2 A AR B 5 o B 1T
ARBREF ZEFARAMERIBIELD
649,500,000 LG AR AWIESIERME -
REmB Lk SAEFAEEr —REEEL
% o
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51. EVENTS AFTER THE REPORTING
PERIOD (Continued)

(c)

(Continued)

(i) capital reduction that (i) the issued share
capital of the Company be reduced by
the cancellation of the paid-up capital of
the Company to the extent of HK$0.09
on each of the then issued Consolidated
Shares such that the nominal value of
each issued Consolidated Share will
be reduced from HK$0.10 to HK$0.01;
(ii) the authorized share capital of the
Company be reduced by reducing
the nominal value of all Consolidated
Shares from HK$0.10 each to HK$0.01
each resulting in the reduction of
the authorized share capital of the
Company from HK$500,000,000 divided
into 5,000,000,000 Consolidated
Shares to HK$50,000,000 divided into
5,000,000,000 new Shares of HK$0.01
each; and (iii) the credit arising from
the reduction of issued share capital
of the Company be transferred to the
contributed surplus account of the
Company; and

(iii) capital increase that the authorized share
capital of the Company be increased
from HK$50,000,000 divided into
5,000,000,000 new Shares of HK$0.01
each to HK$500,000,000 divided into
50,000,000,000 new Shares of HK$0.01
each. The Capital Reorganisation was not
yet completed up to the reporting date.

On 21st January 2011, the Company and Eternity
entered into a subscription agreement, pursuant
to which the Company has conditionally agreed
to issue and Eternity has conditionally agreed to
subscribe or procure subscription for convertible
bonds in the maximum principal amount of
HK$650,000,000 in two tranches at their face
value. The estimated maximum net proceeds
from the issue of the convertible bonds of
approximately HK$649,500,000 will be used for
financing the Acquisition, the development of the
Sites and/or the general working capital of the
Group.



W % i % B 5 Notes to the Finahcfal Statements

a e
BHE-Z—ZF+-A=1+—HIFE For the year ended 31st December 2010

52. kBB =F 52.
TFEEETUREFELEY  WEAFEZE
HIME— %K -

53. HLEBFRE 53.

ARBREN-_F——F=A-THHEESE
et R R T3
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COMPARATIVE FIGURES

Certain comparative figures of the previous year have
been re-presented to conform with the current year’s
presentation.

APPROVAL OF FINANCIAL
STATEMENTS

The financial statements were approved and authorised
for issue by the Board of Directors on 25th March 2011.
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BE+-A=+—-HLEE
For the year ended 31st December
- ZETAF ZRR)N\F —TTLF ZTEREF
2010 2009 2008 2007 2006
THET FET FET FHET FET
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000 HK$’000

E4 Results
BEEH Turnover 864,261 543,429 227,747 78,351 152,777
BREARF, (EiE) Profit/(loss) before taxation 26,219 167,243 63,149  (101,856) 38,769
BIE (X)), /R Taxation (charge)/credit (1,392) (2,848) 2,441 (1,951) (1,918)
FEHFH, (EE) Profit/(loss) for the year 24,827 164,395 65,590  (103,807) 36,851
AT AL - Attributable to:
VIN/NEIEZZDN Owners of
the Company (8,083) 204,388 90,604 (92,547) 36,880
IR R Non-controlling interests 32,910 (39,993) (25,014) (11,260) (29)
24,827 164,395 65,590  (103,807) 36,851
EERERE Assets and liabilities
R+=—BA=+—8
As at 31st December
— S\ TETHAF —TENF —ZETEF ZTEX
2010 2009 2008 2007 2006
FHET FHBT FHET FAET FHBT
Gl HK$'000  HK$'000  HK$'000  HK$'000
» KERE Total assets 3,345,092 3,190,275 2,605,167 2,307,603 789,037
'é“‘rm o
E (N Total liabilities (765,136)  (870,882)  (902,192) (1,132,142) (92,828)
>
2,579,956 2,319,393 1,702,975 1,175,461 696,209
a® AR TG A B Equity attributable to
,* : owners of the Company 2,302,775 2,075,122 1,418,711 1,174,133 694,827
e ES s Non-controlling interests 277,181 244,271 284,264 1,328 1,382
L 2,579,956 2,319,393 1,702,975 1,175,461 696,209
o ¥ ,.‘"
@ e .
gﬁ 2o
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