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Ooooon

In respect of any dividend that the Board or the Company in 0000000000000 O0OOOOOOOOO
general meeting has resolved that such to be paid ordeclared OO0000OO0OOOOOOOOOOOOOOOO
on any class of the share capital of the Company, the Boardmay OO 00O OO

further resolve either:

(@  that such dividend be satisfied wholly orin partintheform (a) O00O0O000OO0OO0OOOOOOOOOOOOO

of an allotment of shares credited as fully paid up, provided goboobooooooboooobooon
that the Shareholders entitled thereto will be entitled to ooooooooooODOOoOooooooOoon
elect to receive such dividend (or part thereof if the Board ooooooooo

so determines) in cash in lieu of such allotment; or

(b) that the Shareholders entitled to such dividend shall be (b)) OOOO0OO0OODOOOOOOOOOOOOO
entitled to elect to receive an allotment of shares credited go0oooooboooboooboooooonn
as fully paid up in lieu of the whole or such part of the ooo
dividend as the Board may think fit.

The declaration of dividends is subject to the discretion of the OO O0OOO0O0O0OOOOOODOOOOOOODO
Board, which will take into account, inter alia, the following 000000000 oO0O0ooO00oOooooon
factors when considering the payment or declaration of

dividends:

(@) the Group’s actual and expected operations, financial (@) 0000 OO0OO0OOOO0OOOCOOOOOOCOO
performance and conditions and liquidity position; obooOOooboOooo

(b)  the Shareholder’s interests; (b) OOOODO

(c) the retained earnings and distributable reserves of the (¢) 0000000 O0OOOOOOOOOOOOO
Company and each of the members of the Group; ooog

(d) any restrictions on payment of dividends that may be (d) O00000OOOOO0ODOOOOOODOOOO
imposed by the Group’s lenders;

(e) the Group’s expected working capital requirements and (¢) 000000 OOO0ODOOOOOODOOOOO
future expansion plans;

() statutory and regulatory restrictions; () COODOOODbOoOOg

o0o0O0oooo0oo0oo
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(@) general economic conditions and other internal or external
factors that may have any impact on the business or
financial performance and position of the Company; and

(h) any other factors that the Board deems appropriate.

The Board endeavours to maintain a balance between meeting
Shareholders’ expectations and prudent capital management
with a sustainable dividend policy. The Board will continue to
review the dividend policy and reserve the right in its sole and
absolute discretion to update, amend and/or modify the dividend
policy from time to time, and the dividend policy shall in no way
constitute an assurance or a legally binding commitment by
the Company in respect of its future dividend and/or in no way
obligate the Company to declare a dividend in any particular
amount for any given period.

AMENDMENT TO CONSTITUTIONAL
DOCUMENT

During the year ended 31 December 2019, there were no
significant changes to the Company’s constitutional document.

COMMUNICATION WITH
SHAREHOLDERS

The Company discloses relevant information to shareholders
through the Company’s annual report and financial statements,
the interim report, as well as the AGM. The AGM allows the
Directors to meet and communicate with shareholders.

To further promote effective communication, the corporate
website is maintained to disseminate Company announcements
and other relevant financial and non-financial information
electronically on a timely basis.
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Environmental, Social and Governance Report

The Company is of the view that sound environmental, social
and governance (“ESG”) performance is important to the
sustainable development of its business and community, and
hence is committed to promoting environmental protection,
social responsibility and effective corporate governance.

The Board is responsible for the Group’s ESG strategy and
reporting. The Group has engaged the management and
employees across all functions in order to identify relevant ESG
issues and to assess their materiality to the Group’s business as
well as the Company’s stakeholders stipulated below, through
reviewing our operations and internal discussions. Disclosures
relating to the material ESG issues identified have been included
in this ESG Report pursuant to the requirements of Appendix 27
of the Listing Rules (the “ESG Guide”).

STAKEHOLDER

Stakeholders

ooo oogoogd

Expectations and concerns

Joogoooood

ooooooooooooboobobooboooon
oo ooooooboocooobooooon
goooboboboooooooooooooooo
oobooooao
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HRERE

Communication Channels
oooo

Government and regulatory -

Compliance with laws and -

Supervision on complying with local

authorities regulations laws and regulations
ooooooo O ooooooog O 0DO00o0ooooooouoooo
— Support economic development - Routing reports and taxes paid
O oooooo O oDoooooood
— proper tax payment
O oooogo
Shareholders — Return on investments — Regular reports and announcements
00 O oooo O 00ooooo
— Corporate governance — Regular general meetings
O oooo O 0DO0oooo
— Business compliance — Official website
O ooono O oooo
Employees — Employees’ compensation and — Performance reviews
oo benefits O oooo
O ooopood — Regular meetings and trainings
— Career development O ooooooo

g oooo

— Health and safety working

environment

g bobbobbooooogag

— Emails, notice boards, hotline, caring
activities with management

0 Doobooboboboooooboo
goood

oo0ooooOoooooo
ooooooo
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Oobodooogod

Stakeholders Expectations and concerns Communication Channels
oood ocoood oooo
Customers — Customer relationship — Face-to-face meetings and on-site
oo O oooo visits

— Protect the rights of customers O ooobooooooag

O oOooooo
Suppliers — Fair and open procurement — Suppliers’ satisfactory assessment
ooo O ooooooo O 0Dooooooo

— Win-win cooperation — Face-to-face meetings and on-site

O oooo visits

O 0DOooooooooo

General public — Involvement in communities — Organization of community activities
oooo O oooo O 00oooo

— Business compliance

O oooo

— Environmental protection

awareness
0 oooo

The table below shows the ESG issues which were determined
to be material to the Group, together with the aspects on the
ESG Guide to which they relate, based on the assessment
performed by the Group. This ESG Report mainly covers the
policies, initiatives and performance of the Group’s business in
relation to these issues, for the year ended 31 December 2019
(the “Reporting Period”):

ESG aspects as set forth in ESG Guide
OOoooooooopoooooooooooog

goboooboooooooboooboaooan
goooooooooooooboboobooboon
oobooobooobOooooboooboooboon
goboobooboooboooobooobooon
oo ooooooobobobobobobobobooo
goboboooooo

Material ESG issues for the Group
O0o0o0ooooooooooooooog

A.  Environmental
oo

Al Emissions
ooad

A2  Use of resources
oooao

A3 The environment and natural resources
ooooooag
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Carbon dioxide emissions and waste management
ooopoOooooooodg

Use of energy and water
gooooad

Air quality
oooo
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ESG aspects as set forth in ESG Guide
O00o0oo0o0oopoooooooooooog

Joogoooood

Material ESG issues for the Group
O0o000o00o0o0oo0ooooononn

B.

Note:

Social
oo

B1 Employment
00

B2 Health and safety
gooon

B3 Development and training
ooooo

B4 Labour standards
oooao

B5 Supply chain management
ooooo

B6 Product responsibility
gooad

B7 Anti-corruption
ooo

B8 Community investment
gooad

Since the Group is principally engaged in entertainment and
gaming business, trading business and media and culture, no
substantial amounts of packaging materials were used in the
Reporting Period. Therefore, disclosures relating to this aspect, as
set forth in the ESG Guide, is not applicable to the Group and so
has not been made.

Labour practices
oooo

Workplace health and safety
gobooooooad

Employee development and training
ooooooo

Anti-child and forced Labour
gooooood

Supplier management
ooooo

Product quality
gooad

Anti-corruption and anti-money laundering
oooooooo

Community programs
gooad

oboooOOoOoO0oOobOOobDOoOO0OOOOoDbOoOooooobodg
ooooo0ooooboobocO0oobOOoooooooaon
dooooooooooooooooooooao
oooboOoOoooooooOobobooOooooocoooon
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ENVIRONMENTAL

The operation of the Group has limited impact on
the environment. The main business of the Group is
entertainment and gaming, media and culture, and trading,
which is not the main cause of environmental pollution.
Moreover, the business of the Group does not involve
industrial activities and thus the total amount of emission,
resources used and waste produced is low.

However, the Group understands that it is the responsibility
of all corporations to ensure that emission of pollutants
and consumption of resources are minimized and carbon
footprints are reduced. For such purpose, the Group has
identified the following goals to reduce consumption of
resources:

Goals

- Reducing emission of carbon dioxide
- Reducing consumption of resources
- Reducing production of waste

During the Reporting Period, the Group was in compliance
with the rules and regulations related to environmental
protection and did not identify any violations that were
related to environmental protection and had significant
impact on the Group.

EMISSION

There were mainly two types of greenhouse gases
emissions of the Group during the current fiscal year,
including (but not limited to) direct emission from vehicles,
and indirect emissions from purchased electricity in offices.

As at 31 December 2019, the Group’s vehicles travelled
490,511 km in total. Total emission of nitrogen oxides
and sulfur dioxide amounted to 36.64 kg and 0.72 kg
respectively. Particle emission amounted to 2.7 kg while
carbon dioxide emission amounted to 115.7 tonnes. The
vehicles were monitored and inspected by the system on a
regular basis to keep them in the best conditions in order
to increase fuel consumption efficiency and ensure road
safety.

Starlight Culture Entertainment Group Limited
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For purchased electricity in offices, the Group encourages
the employees to set the air conditioners at the most
comfortable temperature and switch them off and switch
off lights when it is not necessary so as to reduce emission
of greenhouse gases. The Group has also put notices at
eye-catching areas in the offices to remind our employees
about energy saving in the course of business.

USE OF RESOURCES

The Group has always been promoting sustainability
by assuming the social responsibility of environmental
protection in the course of business and, on the premise
of minimizing the impact on the environment, creating
unlimited possibilities with limited resources. In this regard,
the Group attaches great importance to employees’
environmental awareness, thus has put forth a number
of initiatives with the goal of “green office”, educating
employees about how to fully utilize the resources and
save energy. The Group aims at maximizing the efficiency
of our resources in commercial aspect while eliminating
waste and contributing to the society in social aspect.

The Group also embraces its responsibility in
environmental protection throughout the course of office
administration and daily operation. Apart from adhering to
the principle of recycling and reducing use, the Group is
committed to creating green offices to minimize the impact
on the environment. In light of the nature of the business
of the Group, the consumption of energy, electricity, water
and other natural resources in the offices are limited.
Power consumed by the Group for the current fiscal year
amounted to 49,644 kWh (1,773 kwh per employee) and
total carbon dioxide emission amounted to 39.2 tonnes,
mainly due to daily consumption in the offices.
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Oobodooogod

Below are measures taken by the Group in saving energy:

- Adopting double-sided printing and promoting use of
recycled paper;

- Switching off unused lights and electric appliances to
reduce energy consumption;

- Keeping the room temperature at a comfortable
level and switching off the air conditioners when not
necessary;

- Switching off the air conditioners and lights after
office hour and when they are not in use;

- Requiring employees to turn their computers and
other devices to the sleep mode or switch them off
when leaving the office (including visiting clients and
having lunch); and

- Conducting regular maintenance for office equipment
(such as air conditioners, computers, lights,
refrigerators and paper shredders) to ensure normal
operation.

As per the business nature of the Group, water
consumption is very limited, mainly daily water
consumption by the employees in offices during business
hours. The domestic sewage of the Group does not
include hazardous wastewater and is directly discharged
to the municipal sewer pipeline. In order to reduce
wastewater, employees of the Group are encouraged to
save water. In the Reporting Period, water consumption
amounted to 1 m3 (0.03 m3 per employee).

Starlight Culture Entertainment Group Limited
Annual Report 2019
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Joogoooood

DATA ON GREENHOUSE GAS EMISSION BEREBHEREE
Unit Data
KP11.2 & 2.1 ooo0oooi1.202.41 oo oo
Vehicles oo 490,511 km COz2: 115.7 tonnes
490,5110 O 0O00O0D0115.70
Power consumption oo 49,644 kWh COz2: 39.2 tonnes
49,6440 O O 0000039.20
Total oo Total COz2: 154.9 tonnes

0oooobis4.90

PRODUCTION OF WASTE

Solid waste of the Group is mainly produced in the daily
operation of the offices, including daily paper consumption,
office paper waste and food waste made by employees. All
domestic waste is collected and disposed by the property
management office of the office building on a regular basis.

The Group is committed to reduce waste production. The
Group encourages the employees to recycle stationery and
reduce waste with an aim to prevent waste production at
the initial stage. Moreover, the Group has adopted a digital
operation method to centralize all documents and regularly
educates its employees about environmental protection.
For example, the employees are required to print double-
sided and reuse paper printed single-sided in order to save
and reduce the use of paper and other natural resources.
Permission is also required for printing in the offices for
statistical and adjustment purposes on the use of paper,
so that resource utilization can be enhanced.

The Group has established appropriate measures for
disposal of computers and related products such as
printers and toner cartridges. Unused digital products are
transferred or reused while obsolete accessories and used
toner cartridges are collected by third party companies for
recycling.

In case it is necessary to dispose of an item, the Group
encourages our employees to collect and classify the
waste before disposing so as to reduce the negative
impact on the environment.

BEWEE
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B. SOCIAL

B1

B2

Employment
Labour practices

To ensure that the Group is able to operate
according to professional and ethical labour
practices, the Group has developed clear work
processes with robust control mechanisms which
have been clearly communicated to all employees.
Certain policies to govern employees’ affairs such
as payroll, attendance and termination are clearly
set out in staff appointment letters in compliance
with Hong Kong Employment Ordinance. There is
no non-compliance with the relevant labour laws
and regulations in USA, Macau, PRC, Australia and
Kingdom of Cambodia offices that have a significant
impact on the issuer.

The Group also aims to promote the diversity of
workforce, including in terms of age, gender and
nationality, as well as a culture of equal opportunity.
The management regularly reviews the Group’s
remuneration policy in relation to relevant market
standards.

Health and Safety
Workplace health and safety

The Group has established a set of policies which is
focused on maintaining a healthy and safe working
environment, and which includes the following
requirements:

- The facilities operated by employees should
meet safety and health standards; and

- relevant information and training should be
provided to employees in respect of risks to
their health and safety which may arise out of
their work.

Starlight Culture Entertainment Group Limited
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The Group did not violate any health and safety
laws and regulations of USA, Australia, Kingdom
of Cambodia, PRC, Macau and Hong Kong, where
applicable, during the Reporting Period.

The Group has established a mechanism for
monitoring occupational health and safety, as well
as procedures for dealing with related risks. The
Group engages employees in the determination
of appropriate occupational health and safety
precautionary measures. Accident reporting and
investigation procedures have also been adopted for
the follow-up of any health and safety incidents.

Regular inspections and management review of
health and safety have been performed to ensure the
effectiveness of the policies and measures.

Development and training
Employee development and training

The Group strives to promote the long-term
development of its employees by providing learning
opportunities that broaden their skills and make them
valuable assets to the Group.

Internal training and external seminars are offered
to employees including in the areas of finance,
governance, rules and regulations, supervisory and
managerial skills, as well as various technical training
courses relating to their respective job duties.

B3
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B4

BS

B6

Labour Standards

Anti-child and forced labour

The Group strictly prohibits the use of child and
forced labour in the Group, and is totally committed
to creating a work environment which respects
human rights.

In addition to having well-established recruitment
processes requiring background checks on
candidates and formalised reporting procedures
to address any exceptions found, the Group also
performs regular reviews and inspections to detect
the existence of any child or forced labour in the
operations.

Supply chain management
Supplier management

The Group interacts with a number of suppliers
for trading businesses. We have established and
implemented supplier management policies and
procedures to manage the risks associated with
our supply chain, including those associated with
environmental, social and governance practices.

Product Responsibility

With the traded products entirely sourced from
suppliers regarding our trading businesses, the
Group has established and implemented product
quality checking policies and procedures to manage
the risks associated with our traded products to
mitigate risk related to health and safety, advertising,
labelling and privacy matters relating to products and
services.

The Group did not violate any related laws and
regulations of USA, Australia, Kingdom of Cambodia,
PRC, Macau and Hong Kong, where applicable,
during the Reporting Period.
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Anti-corruption
Ant-corruption and anti-money laundering

The Group has in place a number of policies
addressing anti-corruption, such as acceptance
of gifts, and conflicts of interest, which provide
guidance to employees in this area. The Group has
also established policies and procedures to deal with
anti-money laundering in its operations.

In addition, the Group has established prevention
system by setting up communication channels for
faults and anti-corruption reporting. The whistle-
blowing system can handle any breach of laws and
regulations.

Relevant articles on anti-corruption and anti-money
laundering are provided to employees for their study
and reference in order to raise their awareness of the
code of conduct as well as related procedures and
guidelines.

During the Reporting Period, no legal case regarding
corruption was brought against the Group or its
employees. Also, there were no cases of non-
compliance with laws and regulations on anti-money
laundering in USA, Australia, Kingdom of Cambodia,
PRC, Macau and Hong Kong.

Community Investment
Community programs

The Group has been supporting sports and other
charitable activities many years. During the Reporting
Period, the Group arranged several sports activities
to promote health and community involvement.
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HKEX ENVIRONMENTAL, SOCIAL AND BT (BRI HERERBREE
GOVERNANCE REPORTING GUIDE 5|) &El

INDEX

Key performance Section containing

indicators (KPIs) ESG Report disclosures Remarks

00000o (KPPl 000000000000 000d a0

A. Environmental
A.O00O

Aspect Al: Emissions

O0A10000
General Disclosure Environmental
ooaoao oo

Information on:

0oo0oooooooon
ogoooooooo
doooooood

gbooooboo
(@  the policies; and
(@ 0000

(b)  compliance with relevant laws and regulations
that have a significant impact on the issuer
relating to air and greenhouse gas emissions,
discharges into water and land, and generation of
hazardous and non-hazardous waste.

(b)) ODODODOOOOOODDOOOOODOOOO
oo

Al.1 The types of emissions and respective emissions Emissions
data 0o
All 000000000000

Al.2 Greenhouse gas emissions in total Emissions
Al2 00000000 ad
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Key performance Section containing
indicators (KPIs) ESG Report disclosures Remarks
000000 (KPI) oooooo0ooooon oooo oo

A1.3 Total hazardous waste produced Not applicable During the course of

Al3 0000000000 ood business, the Company
did not produce any
chemical or medical—
related hazardous waste.
goooooooooo
ooooooooooo
oopoooooo

Al.4 Total non-hazardous waste produced Not applicable During the course of

Al4 0000000000 ogoad business, the Company
did not produce a large
amount of non-hazardous
waste, therefore, it did not
include the data of non-
hazardous waste in the
calculation this time.
goooooooooo
goooooooooo
ooooooooooo
ooooooooooao
oooo

Al1.5 Description of measures to mitigate emissions Emissions
and results achieved 00
AlS5 000000000DOOOO0O0

Al1.6 Description of how hazardous and non- Waste production
hazardous wastes are handled, reduction ooooo
initiatives and results achieved

Al6 00D OO0D0OOODODOODOOOOOODOOOO
goooooon
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Key performance Section containing
indicators (KPIs) ESG Report disclosures Remarks
000000 (KPI ooo0ooo0onoooon oooo oo

Aspect A2: Use of Resources
OoOA200000

General Disclosure Environmental
Oooaoao o0

Policies on the efficient use of resources, including
energy, water and other raw materials.
0000000000000 oDoDoooodoon

A2.1 Direct and/or indirect energy consumption by  Use of resources
type good
A21 0000000DO0OO0ODOOODOOODn

A2.2 Water consumption in total and intensity Use of resources
A22 0D0OOOOO oooo

A2.3 Description of energy use efficiency initiatives and  Use of resources
results achieved oooog
A23 000000000DO0OOO0O0

A2.4 Description of whether there is any issue in  Use of resources
sourcing water that is fit for purpose, water O OO0
efficiency initiatives and results achieved

A24 000000ODODODOOOOCOOOOOOOOOD
gboobooboa

A2.5 Total packaging material used for finished Not applicable
products ogoad
A25 000000000000
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Environmental, Social and Governance Report

Key performance

Joogoooood

Section containing

indicators (KPIs) ESG Report disclosures Remarks
Ooooooao(KPI JooooooooooOo oooo oo
Aspect A3: The Environment and Natural

Resources

OoA3D0D0oooon

General Disclosure Environmental

gooo o0

Policies on minimising the issuer’s significant impact on
the environment and natural resources.
00000000000 0o0oO0oOooUOooooOoo

A3.1 Description of the significant impacts of activities
on the environment and natural resources and the
actions taken to manage them

A3.l 0000000000000 DOOO0OODOOn
oopooooooooo

Use of resources
oooao
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Environmental, Social and Governance Report
RSSO

Key performance Section containing

indicators (KPIs) ESG Report disclosures Remarks
000000 (KPI ooo0ooo0onoooon oooo oo

B. Social

B.OO

Aspect B1: Employment

OoB1iO0O0O
General Disclosure Employment
gooao ad

Information on:

oooooooooog
goooooodod
goooooood
goooooood
ooooooo

=

the policies; and
gooo

=

(b) compliance with relevant laws and regulations
that have a significant impact on the issuer
relating to compensation and dismissal,
recruitment and promotion, working hours,
rest periods, equal opportunity, diversity, anti-
discrimination, and other benefits and welfare.

(py ODOOCOODOCOUODOOOOOOOODOUODOO
oo
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Environmental, Social and Governance Report

Key performance
indicators (KPIs)
000000 (KPI)

ESG Report
gooooooooood

Joogoooood

Section containing
disclosures
ooono

Remarks
a0

Aspect B2: Health and Safety
goB2000nOoond

General Disclosure
OooOaoao

Information on:
go00oo0o0ooo0o0ooooooooooooa

(@  the policies; and
(@ OO0O00

(b) compliance with relevant laws and regulations
that have a significant impact on the issuer
relating to providing a safe working environment
and protecting employees from occupational
hazards.

(by ODODOOOODODOOODOOODOOOOOD
od

Aspect B3: Development and Training
ooB3OoOOOO

General Disclosure
ooOoaoao

Policies on improving employees’ knowledge and skills
for discharging duties at work. Description of training
activities.
oo00ooO0O0OoOO0OooOoOOoooOOoOoooo
oooood

Health and safety
ooooo

Development and training
gooon

oo0ooooOoooooo
ooooooo
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Environmental, Social and Governance Report

Oobodooogod

Key performance
indicators (KPIs) ESG Report
go0o0oood(KPI ooooooooooon

Section containing
disclosures Remarks
ooono oo

Aspect B4: Labour Standards
goB4ooonoOog

General Disclosure
Oooaoao

Information on:
OO00oooOoooooooao

(@)  the policies; and
(@ 0000

(b) compliance with relevant laws and regulations
that have a significant impact on the issuer
relating to preventing child and forced labour.

() DOODOOODOCOUODOODOOOOOOOODO
oo

Aspect B5: Supply Chain Management
OooBs000Ooon

General Disclosure
OooOaao

Policies on managing environmental and social risks of
the supply chain.
dooooooooooooooo
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Environmental, Social and Governance Report

Key performance
indicators (KPIs)
000000 (KPI)

ESG Report

Joogoooood

Section containing

disclosures Remarks

goooooooooono ogogg oo

Aspect B6: Product Responsibility
goBeOOOoond

General Disclosure
OooOaoao

Information on:
Oo0Oo0O0O0o0oo0oo0ooo0oo0ooooooooooooaoaa
Oooooooooono

=

the policies; and
gooo

=

(b) compliance with relevant laws and regulations
that have a significant impact on the issuer
relating to health and safety, advertising, labelling
and privacy matters relating to products and
services provided and methods of redress.

(b ODOODOODOOUODOOOOOOOODOOODOO
oo

Aspect B7: Anti-corruption
ooB70000O

General Disclosure
ooaao

Information on:
0000o0OO00ooooooboooooo

(@  the policies; and
(@ 0000

(b) compliance with relevant laws and regulations
that have a significant impact on the issuer
relating to bribery, extortion, fraud and money
laundering.

(by ODODDOOODODODOOODOUOODOOOOODO
od

Product responsibility
gooag

Product responsibility
oooo

Anti-corruption

ogad

oo0ooooOoooooo
ooooooo
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Section containing
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000000 (KPI) ooooooooooon oooo oo

Aspect B8: Community Investment
goBsooOOO

General Disclosure
oooo

Policies on community engagement to understand the
needs of the communities where the issuer operates
and to ensure its activities take into consideration the
communities’ interests.
oooo0oooOoooooooooooooooo
ooooOopooooooooo
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EXECUTIVE DIRECTORS

Mr. Fang Jun (“Mr. Fang”), aged 47, has been appointed as
an executive Director and chairman of the Board on 14 May
2019. Mr. Fang has many years of experiences working in
the corporate finance and film investment industry. Mr. Fang
obtained a Bachelor Degree in Geography from Hangzhou
University in 1993 and a Bachelor Degree in Laws (specialising
in Economic & Law) from Fudan University in 1997, and is a
holder of a Certificate of Law in China. Since 2012, Mr. Fang has
served as the chairman of Hangzhou Newtiming Television and
Movie Investment Management Company Limited™ O 0O OO
000O0O0O0o0oDbDOD0OD0ODDO, acompany established in the
People’s Republic of China (the “PRC").

Mr. Chau Chit (“Mr. Chau”), aged 55, was an Executive
Director of the Company on 22 July 2013. Mr. Chau currently
serves as the chairman of the Hong Kong Jiangyin Trade
Association and the vice president of Federation of HK Jiangsu
Community Organisations Limited. He holds a bachelor degree
in chemistry from Zhejiang University and an EMBA degree
(Executive Master of Business Administration) from Zhejiang
University.

Mr. Chau was appointed as an executive director and as
the Chairman of Vision Fame International Holding Limited
(@ company listed on the main board of the Stock Exchange
in Hong Kong (stock code: 1315)) on 22 July 2015 and 23
September 2015 respectively. He was re-designated to Co-
Chairman and appointed as the chief executive officer of Vision
Fame International Holding Limited on 1 March 2017.

Mr. Chau was appointed as an executive director and the chief
executive officer of Sino Stride Technology (Holdings) Ltd (Stock
Code: 8177). Mr. Chau was appointed an executive director,
the managing director, the chairman of the executive committee
and a member of the investment committee of HNA International
Investment Holdings Limited (Stock Code: 521) in June 2006.
Mr. Chau resigned his positions at HNA International Investment
Holdings Limited with effect from 24 October 2013.
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Mr. Luo Lei (“Mr. Luo”), aged 49, is a television and film
director and producer. He has been in the television and film
industry for over 15 years, and has directed several Chinese
mid- and long-length television series and films, including the
television series 0 0 0 0 O O O (Love in Sunshine*), 0 0 0O O
(Blossoms of Hibiscus Flowers*), 0 O O O O (Cheng Du Wang
Shi*), DO OO (Snow Region Eagles*), and the fim OO O O
0000 (The Story of Panda and Assi*). He also has extensive
working experience in the film and television advertisement
industry.

Mr. Sang Kanggiao (“Mr. Sang”), aged 44, has been
appointed as an executive Director on 20 February 2020. Mr.
Sang obtained a bachelor’s degree in electrical engineering from
Beijing Institute of Technology. Mr. Sang has over 19 years of
experience in the securities investment industry in Hong Kong
and the People’s Republic of China. Mr. Sang also serves as an
executive director and the chairman of the board of directors of
U Banquet Group Holding Limitedd D OO OOOOOCODOAO,
a company listed on the Main Board of the Stock Exchange of
Hong Kong Limited (stock code: 1483).
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Mr. Gao Qun (“Mr. Gao”), aged 50, was an executive
Director on 5 October 2018. Mr. Gao serves as the managing
director for CICFH Investment Management Company Limited
since February 2018, overseeing investment and portfolio
management business in the entertainment and media sector
for the fund. Mr. Gao is also a cofounder and chief executive
officer of Beiing WD Pictures Company Limited* (“Beiing WD
Pictures”), an innovative entertainment company engaged in
the development, production, marketing and distribution of
flms and television programs. Prior to the founding of Beijing
WD Pictures, Mr. Gao served as the vice president at Shanghai
New Culture Media Group Co., Limited, responsible for the
company’s strategic development, mergers and acquisitions,
and production of films and television programs. Mr. Gao was a
co-executive producer for film “Skiptrace” and a co-producer for
film “Saving Mr. Wu”. Mr. Gao was the executive vice president
at ChinaVision Media Group Limited (“ChinaVision”, now known
as “Alibaba Pictures Group Limited”), the shares of which are
listed on the Main Board of the Stock Exchange (stock code:
1060), executing ChinaVision’s transactions such as acquisition
of China Entertainment Media Group Limited and strategic
placement to Tencent Inc. Mr. Gao also supervised ChinaVision’s
content investments, including investment in Stephen Chow’s
“Journey to the West”. Mr. Gao obtained a bachelor’s degree in
English Literature from Shanghai International Studies University
in 1991 and a master’s degree in Business Administration from
Yale School of Management in 2004.

Mr. Chen Jie (“Mr. Chen”), aged 40, has been appointed
as an executive Director and a member of the Executive
Committee on 23 July 2019. Mr. Chen obtained a Bachelor
Degree in Accounting from Changchun University of Science and
Technology in 2002 and a Master Degree in Laws from Zhejiang
University in 2005. From 2006 to 2012, Mr. Chen was a partner
of Zhejiang Kaifu Law Firm. Since 2012, Mr. Chen has served as
the chief executive officer of Hangzhou Newtiming Television and
Movie Investment Management Company Limited* (‘O 0 O 0O
0 00000o0oooooDDo, acompany established in the
People’s Republic of China (the “PRC").
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Ms. Wu Xiaoli (“Ms. Wu”), aged 30, has been appointed as an
executive Director and a member of the Executive Committee
on 23 July 2019. Ms. Wu obtained a Bachelor Degree in English
from China Jiliang University in 2012. She was the general
manager of 0 D 0000 DO DODODO, a company established in
the PRC, from 2012 to 2017. Since 2017, Ms. Wu has served
as the general manager of 00000000 OO0OO0O (*HZ
Bochuang”)

Mr. Hung Ching Fung (“Mr. Hung”), aged 36, was appointed
as an Executive Director of the Company on 27 September
2014. Mr. Hung obtained a Bachelor Degree in Commerce from
Macquarie University in Australia in 2007. Mr. Hung worked as
an auditor in Deloitte Touche Tohmatsu and Grant Thornton from
2007 to 2010. Mr. Hung is a full member of CPA Australia. Mr.
Hung has been the Financial Controller of Jimei Group since
2010 and has been an executive director of Cloud Investment
Holdings Limited (previously known as China Bio Cassava
Holdings Limited), a company whose shares are listed on the
Stock Exchange (stock code: 8129), since August 2013. He was
a non-executive director of Asa Resource Group Plc, a company
whose shares are listed on the Alternative Investment Market of
London Stock Exchange Plc. (AIM code: asa.l) from September
2015 to July 2017.
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INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Wong Wai Kwan (“Mr. Wong”), aged 52, obtained a
bachelor’s degree in accountancy from City University of Hong
Kong in 1992 and a master’s degree in business administration
from Washington University in St. Louis, U.S.A. in 2009. He
is a member of The Hong Kong Institute of Certified Public
Accountants and a member of The Association of Chartered
Certified Accountants. Currently, Mr. Wong is the Chief Financial
Controller of Thinktank Learning Inc., and previously was the
general manager of the financial audit department of Shanghai
Fosun High Technology (Group) Co., Ltd., a wholly owned
subsidiary of Fosun International Limited, whose shares are
listed on the Main Board of the Stock Exchange (stock code:
00656). Mr. Wong has extensive working experience in the audit
and consulting areas, particularly in initial public offerings, risk
management and mergers and acquisitions. Mr. Wong was
an independent non-executive director of Shougang Concord
Technology Holdings Limited (now known as HNA Holding
Group Co. Limited), whose shares are listed on the Main Board
of the Stock Exchange (stock code: 00521) and a member of
each of the audit committee, the nomination committee and the
remuneration committee of that company, for the period from
June 2010 to October 2013.

Mr. Wong was previously appointed an independent non-
executive director of the Company from September 2013
to November 2014 and served as a member of each of the
audit committee, the nomination committee, the remuneration
committee and the investment steering committee of the
Company. He has been an independent non-executive director
of Vision Fame International Holding Limited, whose shares are
listed on the Main Board of the Stock Exchange (stock code:
01315) since July 2015 and is a member of each of the audit
committee and nomination committee of that company.

He has been a non-executive director of Vobile Group Limited,
whose shares are listed on the Main Board of the Stock
Exchange (stock code: 03738) since June 21, 2017 and is a
member of the audit committee of that company.
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Mr. Michael Ngai Ming Tak (“Mr. Ngai”), aged 52, obtained
a master degree from University of Cambridge in 1991. He is
the Chairman of The Red Group Investment Limited and was
previously the Managing Director of UBS Investment Bank. He
has a wealth of experience in the international financial sector.
Mr. Ngai is also a member of the National Committee of the
Chinese People’s Political Consultative Conference, a Standing
Committee member of the Heilongjiang Provincial Committee
of the People’s Political Consultative Conference, Fellow
Commoner and Development Advisory Council Member of Clare
Hall, University of Cambridge, Council Member and Chairman of
the Institutional Advancement Committee of Lingnan University,
member of the Transport Tribunal Panel, and a member of the
Administrative Appeals Board.

Mr. Ma Runsheng (“Mr. Ma”), aged 63, has been appointed as
an independent non-executive Director on 14 May 2019. Mr. Ma
is a first-class director and television producer of China Central
Television under the National Radio and Television Administration
of the PRC. He has extensive experience in the film and
television entertainment industry. In December 1999, Mr. Ma
obtained a Doctorate Degree in Literature (Arts) at the Central
Academy of Drama, and subsequently conducted post-doctoral
research in Chinese language and literature at Beijing Normal
University from September 2002 to January 2005. Mr. Ma
served as a visiting professor at the Central Academy of Drama
from December 2005 to December 2008 and serves as a visiting
professor at Communication University of China since 2006. Mr.
Ma was invited to be an expert judge at various international film
festivals in Guangzhou, Singapore, Malaysia, Korea and Hong
Kong.

Starlight Culture Entertainment Group Limited
Annual Report 2019

oobooOoooobDOobDMms20000b0b00O00On
ooobooooooobooboboboobooon
oooopoooooooooooboboobobooooo
gboooooooobobobobooobooon
obooooooooobooboboboobooon
oboobooooooooOoboboboobOoon
oooooooooobooboboboooon
oooboobooooobouoboboboooon
ooboobooobouoboobooga

goooobooboobome3onononooooon
gbooooooooboobobobooooon
ooboooooooooobooobooon
oooooooocoobobooooboboon
oooboobooooobooboboboboooo
goooboopooboobobooobooon
goboooboooooooboooboaooan
gbooooooboobooboboboobooon
ooooboobooboooboobooboon
goooboobooboboboobooboon
gobooobobooooooboboooooon
ooooooooobooooo



Mr. Wong Wai Hung (“Mr. Wong”), aged 64, has been
appointed as an independent non-executive Director on 14 May
2019. Mr. Wong graduated with a Bachelor Degree in English
from Fudan University in July 1976. He was accredited as a
Senior Economist with a specialty in Economical Management
by the Appraising and Approval Committee of the Ministry of
Communications of the PRC in October 1993. Mr. Wong served
as an assistant to the President and the General Manager of the
Trade Department at China Ocean Shipping (Group) Company.
Mr. Wong was Vice President (Senior Economist) of Beijing
East Linden Science & Technology Co., Ltid 0 0000 00O
00000 0dfrom January 2009 to December 2014, and
currently serves as its supervisor. Mr. Wong has over 25 years of
experience in business investment and management.
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The Directors have pleasure in presenting their annual report
and the audited consolidated financial statements of Starlight
Culture Entertainment Group Limited (the “Company”) and its
subsidiaries (collectively the “Group”) for the year ended 31
December 2019.

PRINCIPAL ACTIVITIES

During the year, the company and its subsidiaries (the “Group”)
were involved in the following principal activities:

o media and culture business;

. trading of chemical products, energy conservation and
environmental protection products; and

. entertainment and gaming business.

RESULTS

The results of the Group for the year ended 31 December 2019
are set out in the consolidated statement of profit or loss and
consolidated statement of comprehensive income on page 81 of
the annual report.

BUSINESS REVIEW

The Group reported a profit attributable to owners of the
Company of approximately HK$98,181,000 for the year
ended 31 December 2019 (2018: loss of approximately
HK$49,606,000).

The Board considers that the improvement in the overall
performance of the Group was mainly attributable to the
followings: (i) the increase in gross profit of approximately
HK$193.5 million; and (i) the increase in income tax expenses of
approximately HK$50.6 million.

Basic earnings per share for the year amounted to approximately
13.37 HK cents (2018: loss per share 7.36 HK cents). Net
assets of the Group were approximately HK$309,552,000 (2018:
net liabilities approximately HK$163,352,000).
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Key Risks Factors

The following section lists out the key risks and uncertainties
which the Group faces. It is a non-exhaustive list and there
may be other risks and uncertainties in addition to the key risks
factors outlined below. Besides, this report does not constitute a
recommendation or advice for anyone to invest in the securities
of the Company and investors are advised to make their own
judgment or consult their own investment advisors before
making any investment in the securities of the Company.

1. We are subject to the credit risk of contracting parties,
trading customers and gaming patrons.

2. Local taxation may increase and tax liability may increase
for future amendment of tax rules.

3. A weakening in economic and credit market conditions
may adversely affect tourism and the profitability of our
entertainment business.

Future development and important events
after the end of the financial year

Details of events after the reporting period has been disclosed in
note 43 to financial Statements of page 258 of this report.

Looking ahead, the business environment remains very
challenging as downward pressure on economy of the PRC, the
global financial and economic conditions are expected to remain
unstable. Nevertheless, the Group will cautiously review and
adjust the business strategies from time to time, and seek the
best returns to maximise value of the Shareholders.

Directors’ Report
00000

FTERBRREE

oooobOoobOOoobOobOoOobOoobooon
dooooooooobooboooobooboboooon
oooooooooooboboboboobboobooon
oobooobooooooobooobooon
gbooooooooOobOobobobOoobooon
ooboobooobobOoobooon

1. OO000OO0OO0O0OooOobOOoOooOobOooooo
ooo

2. 0OO0O0oooooobbObOOoOOoOooooooao
gooo

3. 00ooOboOooooboboooobooboooo
gbobooobooooooboooon

MHREFEGEREZARRBERERSEH

obobOoooboOooo0o0oo0oobob2s8000
0000430

gogoobooooooooobboobooon
dooooooobooboobbboobooooooon
goboooooooooooboboboboboooon
ooboooooboboooooaon

oo0ooooOoooooo
ooooooo

58



59

Directors’ Report
OO00o00omn

Environmental policies and performance

The Group is committed to the long term sustainability of the
environment and communities in which it operates. We are
aware that, minimizing the consumption of resources and
adoption of best environmental practices in the business
process of the Group to the extent practicable is our underlying
commitment to preserving and improving the environment.
Acting in an environmentally responsible manner, the Group
endeavours to comply with laws and regulations regarding
environmental protection and adopts effective measures to
achieve efficient use of resources, energy saving and waste
reduction. Green initiatives include recycling of used papers,
energy saving and water saving.

The Board is pleased to present you the environmental, social
and governance report (the “ESG Report”) set out on pages
30 to 49 of this report which depicts the performance on the
sustainability of the Group.

Relationship with suppliers, customers,
employees and other stakeholders

The Group understands the importance of maintaining a good
relationship with its suppliers, customers, employees and other
stakeholders to meet the Group’s medium and long-term goals.
The Company creates a framework for motivating staff and
a formal communication channel in order to maintain healthy
relationships with its employees and other stakeholders.

Compliance with the relevant laws and
regulations

In relation to human resources, the Group is committed to
complying with the requirements of the ordinances relating to
disability, gender, family status and racial discrimination, as well
as the Employment Ordinance, the Minimum Wage Ordinance
and ordinances relating to occupational safety of employees of
the Group, so as to safeguard the interests and well-being of its
employees.
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There is no reported case of non-compliance with relevant laws
and regulations in relation to the groups’ media and culture,
entertainment and gaming business as well as trading business.

SHARE CAPITAL

There was no movement in the authorised share capital of the
Company during the year. Details of the movement in the issued
share capital of the Company are set out in note 30 to the
consolidated financial statements.

RESERVES

Details of movements in reserves of the Group during the year
are set out in the consolidated statement of changes in equity on
page 86 of the annual report.

DISTRIBUTABLE RESERVES OF THE
COMPANY

The Company had no distributable reserves at 31 December
2019 calculated under The Companies Act 1981 of Bermuda
(as amended). The Company’s share premium account, in
the amount of HK$556,778,000 at 31 December 2019 (2018:
HK$196,230,000) may be distributed in the form of fully paid
bonus shares.

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

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

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

During the year, sales to the largest one and five largest
customers accounted for 39% and 94% respectively of the
total sales for the year. Purchases from the largest one and five
largest suppliers accounted for 42% and 97% respectively of the
total purchases for the year.

None of the directors, their associates or any shareholders of
the Company (which to the knowledge of the directors of the
Company own more than 5% of the Company’s share capital)
had any interest in the five largest suppliers or customers.

DIRECTOR’S INTERESTS IN
COMPETING BUSINESSES

During the year, none of the Directors of the Company is
interested in any business apart from the Company’s businesses
which compete or is likely to compete, either directly or indirectly
with businesses of the Company.

Starlight Culture Entertainment Group Limited
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DIRECTORS

The directors who held office during the year and up to the date
of this report were:

Chairman

Mr. Fang Jun (appointed on 14 May 2019)

Chief Executive Officer
Mr. Luo Lei

Executive Directors

Mr. Chau Chit (Deputy Chairman)

Mr. Sang Kanggqiao (appointed on 20 February 2020)
Mr. Gao Qun

Mr. Chen Jie (appointed on 23 July 2019)

Ms. Wu Xiaoli (appointed on 23 July 2019)

Mr. Hung Ching Fung

Ms. Chen Hong (retired on 21 June 2019)

Mr. Li Haitian (resigned on 14 May 2019)

Non-Executive Directors
Mr. Wang Shoulei (resigned on 20 February 2020)

Independent Non-Executive Directors

Mr. Wong Wai Kwan

Mr. Michael Ngai Ming Tak

Mr. Ma Runsheng (appointed on 14 May 2019)
Mr. Wong Wai Hung (appointed on 14 May 2019)
Mr. Kong Chi Mo (resigned on 14 May 2019)

Mr. Hong Tao (resigned on 14 May 2019)

In accordance with Bye-laws 86(2), 87(1) and 87(2) of the
Company’s bye-laws, Mr. Chen Jie, Ms. Wu Xiaoli, Mr. Sang
Kanggiao, Mr. Chau Chit, Mr. Luo Lei, Mr. Gao Qun and Mr.
Hung Ching Fung shall retire from office at the forthcoming
annual general meeting of the Company. While Mr. Hung Ching
Fung elected not to offer himself for re-election, the other retiring
Directors, being eligible, offer themselves for re-election at the
forthcoming annual general meeting of the Company.
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None of the directors being 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
by the Group within one year without payment of compensation
(other than statutory compensation).

INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company has received, from each of the Independent Non-
executive Directors an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company
considers that all of the Independent Non-executive Directors
are independent.

DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2019, the interests or short positions of the
Directors and Chief Executive of the Company in the shares,
underlying shares and debentures of the Company or any
associated corporation (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFQO”)) which were disclosed
to the Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”), or as recorded in the register required to
be kept under Section 352 of the SFO or as otherwise notified
to the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors of Listed
Issuers (“Model Code™) set out in the Appendix 10 to the Rules
Governing the Listing of Securities on the Stock Exchange (“the
Listing Rules”) were as follows:
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Ordinary shares of HK$0.1 each of the
Company (Long positions)
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~

Approximate

Number of ordinary percentage

shares held of issued

Name of Director personal interests share capital
ooooooo ooooooo

opooo ooonog ooood
Mr. Chau Chit oooo 49,693,600 6.03%
Mr. Hung Ching Fung ooogoo 1,500,000 0.18%

Save as disclosed above, as at 31 December 2019, none of
the Directors nor the Chief Executive of the Company nor their
associates had any interest or short position in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
SFO) which were required to be disclosed to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO or as recorded in the register required to be kept by the
Company pursuant to Section 352 of the SFO or as otherwise
disclosed to the Company and the Stock Exchange pursuant to
the Model Code.

DIRECTORS’ INTEREST IN CONTRACTS
OF SIGNIFICANCE

No contract of significance in relation to the Group’s business
(as defined in the Listing Rules) 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 of
2019.
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PERMITTED INDEMNITY PROVISION

The Bye-laws of the Company provide that each Director,
secretary or other officer of the Company shall be indemnified
and secured harmless out of the assets and profits of the
Company from and against all actions, costs, charges, losses,
damages and expenses which any of them may incur or sustain
in or about the execution of the duties in their respective offices.
The Company has taken out and maintained appropriate
insurance to cover potential legal actions against its Directors.

The above provision for the benefit of the Directors is currently in
force and was in force throughout the year.

SHARE OPTION SCHEME

The Company adopted a share option scheme on 1 June 2012
(“Share Option Scheme”). No options have been granted under
the Share Option Scheme since its adoption.

DIRECTOR’S RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Save as the Share Option Scheme of the Company, 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 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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INTERESTS AND SHORT POSITIONS OF

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2019, so far as was known to the Directors
and the Chief Executive of the Company, the following persons
(other than any director and chief executive of the Company)
who had interests or short positions in the shares and underlying
shares of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV
of the SFO, or as recorded in the register to be kept by the

Company under Section 336 of the SFO, or as otherwise notified

to the Company and the Stock Exchange:
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Number of of issued
ordinary share capital of
Name of shareholder Capacity shares held the Company
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(Note 1)
Ooo00o1d
Timcha Investment Limitedd 0 O O Beneficial owner (note 2) 220,013,514 (L) 26.71%
00000 d("Formerly known
as CICFH Innovation Investment
Limited”)
000000000000 CICFH ooooooooano
Innovation Investment Limited OO
0oooooooooon Interest of corporation controlled 220,013,514 (L) 26.71%
by you (note 2)
OO0oooOooOooOooooao
oooD0ooooooooooo Interest of corporation controlled 220,013,514 (L) 26.71%
by you (note 2)
OoooooUooooooao
0o0ooooooooooon Interest of corporation controlled 220,013,514 (L) 26.71%
by you (note 2)
O0o0OoDoOoooooo2o
Sang Kanggiao Beneficial owner and Person 156,629,500 (L) 19.01%
having a security interest in
shares (note 3)
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Mega Start Limited Beneficial owner (note 4) 49,693,600 (L) 6.03%
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Notes:

L

Save

All the shares are long positions.

The percentages are calculated based on the total number of
issued shares of the Company of 823,564,799 shares as at 31
December 2019.

The entire issued share capital of Timcha Investment Limited
(“Formerly known as CICFH Innovation Investment Limited”) is
wholly and beneficially owned by OO0 000 O0O0OOOOO,
which is owned as to 34.97% by 00 0000000000 OO,
which is wholly and beneficially owned by 0 0 0 0 0000 00O
00 00 . By virtue of the Securities and Futures Ordinance, 0 O
oo0ooo0o0ooo0O0,0000000000D0O0O00 andO
0000000000000 are deemed to be interested in all
the shares in which Timcha Investment Limited is interested under
the SFO.

Sang Kanggiao, who later on became a director of the Company
on 20 February 2020, has a security interest in 143,000,000
shares of the Company and is a beneficial owner of 13,629,500
shares of the Company.

The entire issued share capital of Mega Start Limited is wholly and
beneficialy owned by Mr. Chau Chit. By virtue of the Securities
and Futures Ordinance, Mr. Chau Chit is deemed to be interested
in the 49,693,600 shares of the Company.

as disclosed above, the Company had not been notified

and is not aware of any other persons who had an interest
or a short position in the shares and underlying shares of the
Company as recorded in the register required to be kept by
the Company pursuant to section 336 of the SFO as at 31
December 2019.
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CONVERTIBLE SECURITIES,
WARRANTS OR SIMILAR RIGHTS

2015 Convertible Bonds (“Tranche 1
Convertible Bonds”)

On 5 November 2015, the Company entered into the
Subscription Agreements with the Subscribers, pursuant to
which the Subscribers have severally and conditionally agreed
to subscribe, and the Company has conditionally agreed
to issue, the Tranche 1 Convertible Bonds in an aggregate
principal amount of HK$365,000,000, in respect of the issue
and allotment of an aggregate of 73,000,000 Shares to the
Subscribers at the Subscription Price of HK$5 per Subscription
Share.

Among the aggregate principal amount of HK$365,000,000,
Subscriptions of Tranche 1 Convertible Bonds in an aggregate
principal amount of HK$315,000,000 were completed on
2 December 2015. The net proceeds were approximately
HK$314,700,000. Based on the initial Conversion Price
of HK$5.00 per Conversion Share, a maximum number of
63,000,000 Conversion Shares may fall to be allotted and issued
upon exercise of the conversion rights attached to the Tranche 1
Convertible Bonds.

Principal amount of HK$10,000,000 of Tranche 1 Convertible
Bonds was redeemed on 2 December 2018 and the due date
for redemption of the remaining outstanding principal amount of
Tranche 1 Convertible Bonds of HK$305,000,000 was extended
till 2 January 2019. Principal amount of HK$50,000,000 of
Tranche 1 Convertible Bonds was redeemed on 28 December
2018.

On 2 January 2019, all of the Tranche 1 Convertible Bonds were
redeemed.

During the year of 2019, none of the Tranche 1 Convertible
Bonds was converted into shares of the Company.
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2019 Convertible Bonds (“Tranche 2
Convertible Bonds”)

On 26 April 2019, the Company entered into a subscription
agreement with three independent investors (“bondholders”)
to issue the 3-year Coupon Convertible Bonds (the “Tranche
2 Convertible Bonds”) with an aggregate principal amount of
HK$180,000,000 at an 8% annually compounded interest rate,
which should be payable on the maturity date. The subscription
was completed on 26 April 2019. The consideration of the
Tranche 2 Convertible Bonds was used to settle the promissory
notes.

The Tranche 2 Convertible Bonds were convertible at the option
of the bondholders at any time after the date of issuance up
to and including the date which was five business days prior
to the maturity date of 25 April 2022, into new shares of the
Company at a price of HK$2.50 per share, subject to anti-
dilutive adjustments.

In June 2019, the Tranche 2 Convertible Bonds at a principal
amount of HK$180,000,000 were fully converted into ordinary
shares of the Company and the total number of ordinary shares
of 72,000,000 was issued was by the Company.

Saved as disclosed above, the Company had no outstanding
convertible securities, warrants or other similar rights as at
31 December 2019 and there has been no exercise of any
convertible securities, warrants or similar rights during the year.

RELATED PARTY TRANSACTIONS

Related party transactions entered into for the year are set out in
note 38 to the consolidated financial statements.
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EMOLUMENT POLICY

The emolument policy of the employees of the Group is based
on their merits, qualifications and competence.

The emoluments of the directors of the Company are decided
by the Remuneration Committee, upon considering the Group’s
operating results, individual performance and comparable
market statistics.

The Company has adopted the Share Option Scheme as an
incentive to directors and eligible employees.

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.

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

During the year ended 31 December 2019, neither the Company
nor any of its subsidiaries has purchased, sold or redeemed any
of the Company’s listed securities.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to and within
the knowledge of the Directors, it is confirmed that there is a
sufficient public float of the issued share capital of the Company
throughout the year ended 31 December 2019.
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CORPORATE GOVERNANCE

The Board recognises the importance of maintaining a high
standard of corporate governance with an aim to protect the
interests of shareholders. A report on the principal corporate
governance practices adopted by the Company is set out on
pages 15 to 29 of the annual report.

AUDIT COMMITTEE

The Audit Committee has reviewed the consolidated financial
statements of the Group for the year ended 31 December 2019.

AUDITORS

A resolution will be submitted to the forthcoming annual general
meeting to re-appoint Ernst & Young as auditor of the Company.

On behalf of the Board

Mr. Chau Chit
Deputy Chairman
Hong Kong

14 May 2020
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Independent Auditor’s Report

e
EY:

To the shareholders of Starlight Culture Entertainment
Group Limited
(Incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of
Starlight Culture Entertainment Group Limited (the “Company”)
and its subsidiaries (the “Group”) set out on pages 81 to 258,
which comprise the consolidated statement of financial position
as at 31 December 2019, and the consolidated statement of
profit or loss, 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 notes to the consolidated financial statements, including a
summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group
as at 31 December 2019, and of its consolidated financial
performance and its consolidated cash flows for the year then
ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) and have been properly
prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.
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Independent Auditor’s Report
0000000

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs”) issued by the HKICPA. Our
responsibilities under those standards are further described in
the Auditor’s responsibilities for the audit of the consolidated
financial statements section of our report. We are independent of
the Group in accordance with the HKICPA’s Code of Ethics for
Professional Accountants (the “Code”), and we have fulfilled our
other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters. For each matter below, our description of how
our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the consolidated financial
statements section of our report, including in relation to these
matters. Accordingly, our audit included the performance of
procedures designed to respond to our assessment of the
risks of material misstatement of the consolidated financial
statements. The results of our audit procedures, including the
procedures performed to address the matters below, provide the
basis for our audit opinion on the accompanying consolidated
financial statements.
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KEY AUDIT MATTERS (continued)

Key audit matter
gopoogo:

Independent Auditor’s Report
Oodood

00000 0Oaoo

How our audit addressed the key audit matter
gooooooooooooa

Impairment of film and TV drama series
investments and products
OoopoOoooooooooo

As at 31 December 2019, the carrying amount of
flm and TV drama series investments and products
of the Group, net of impairment, amounted to
HK$259,719,000. An impairment test is performed
when an event or change in circumstance indicates
that the carrying amount of unamortised fim and TV
drama series investments and products may exceed
their recoverable amounts.

0000000000 0000 OoOO0oDooOooOd
00000000000 00000259,719,0000
ooooooUooO0DOoOooUOoOooOoOooOooag
OOo0ooUoooUooUoOooUdooooouoooog

Management reviews film and TV drama series
investments and products regularly to reassess the
estimated recoverable amounts with reference to the
marketability of each fim and TV drama series and
current market condition. The recoverable amount
is calculated based on the value-in-use calculation
which uses the present value of the expected future
cash flows.
J0000o0o0o0ogoooooooooooooao
00D00o00o0D0oD0ooooDoOooooooooo
o0D00000o00doooooDooooooooog
oooooooo

Our audit procedures in relation to the impairment
assessment included:
doooboooboooobooooa

- Evaluating the assumptions underpinning the
discounted cash flow models, which include budgeted
box office revenue, revenue from licensing of the
distribution rights over film and TV drama series,
revenue from other sources and distribution expenses
by comparing them with the future business plan and
the historical cashflows incurred in relation to the films
and TV drama series;

- 0oooooooooooooooOoOoooooon
ddoDoodoooOoooDooooooooooog
oooDooooooooooooooooooooo
dodoooooooooooooo

- Assessing the discount rate used in the discounted
cash flow models with the assistance of our valuation
specialists by checking market data and certain film
specific parameters;

- 00000000 00ODOD0DO0Oo0o0oooOoooon
00000000000 0oooooooooooon

- Performing the sensitivity analysis on the inputs used in
the calculation of the value-in-use; and
- gdboo0obobo0oboooobuooboooa

- Assessing the related disclosures made in the
consolidated financial statements.
- oooo0ooooouoooooooo
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oogooo

31 December 2019 00 00000O0OO0OO

1.

CORPORATE AND GROUP

INFORMATION (continued)

1. 000000 0ooo

Information about subsidiaries (continued)

Place of incorporation/

Issued ordinary/

MEBARER oo

registration and registered Percentage of Equity

Name business share capital attributable to the company Principal activities
oooooooo oopoooooo

oo oooo ooooo oooooooooo oooo

Direct Indirect
o0 oo

Marshall Holding, LLC United States of America US$7,138,000 Ordinary share - 51%  Investment holding
oooooo 0007,138,0000 0 oooo

Marshall Film, LLC United States of America US$8,413,867 Ordinary share - 46.15%  Media and movie operation
oooooo 000841386700 ooooooo

Marshall Movie, Inc. United States of America US$20,000 Ordinary share - 46.15%  Media and movie operation
oooooo 00 020,0000 0 ooooooo

Starry Ample Limited British Virgin Islands Uss$1 - 100% Film Investment
oooooo 100 oooo

Beautiful Asia Ltd. British Virgin Islands Us$1 - 100%  Trading and investment
oooooo 100 oooooo

Jo000op00o0o0oo0oOo*  PRC/ Mainland China HK$100,000,000 - 100%  Media and movie operation
oopooooo 100,000,0000 O ooooooo

Starlight Culture United States of America  US$1,000 - 100%  Media and movie operation

Entertainment Limited***

oooooo 1,0000 O ooooooo

Jimei Entertainment Cambodia  British Virgin Islands US$10,000 Ordinary share - 51%  Provision of gaming

Development Limited

goooooao
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Notes to Financial Statements
O0O0dd

31 December 2019 000000000000

2.2 CHANGES IN ACCOUNTING
POLICIES AND DISCLOSURES

220 00000000000

(continued)
(@) (continuea) @ ooo
New definition of a lease R ZHEZ=

Under HKFRS 16, a contract is, or contains, a
lease if the contract conveys a right to control the
use of an identified asset for a period of time in
exchange for consideration. Control is conveyed
where the customer has both the right to obtain
substantially all of the economic benefits from use
of the identified asset and the right to direct the
use of the identified asset. The Group elected to
use the transition practical expedient allowing the
standard to be applied only to contracts that were
previously identified as leases applying HKAS 17
and HK(IFRIC)-Int 4 at the date of initial application.
Contracts that were not identified as leases under
HKAS 17 and HK(IFRIC)-Int 4 were not reassessed.
Therefore, the definition of a lease under HKFRS 16
has been applied only to contracts entered into or
changed on or after 1 January 2019.

gooooobobbObO0O1e000000
obobobobobobobobo
dddooodobooooooooo
bl ooUooo
dddoooooooooboooo
gooooboooobooooooobo
obobobobobobobobo
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gooobbobooolvoooobogo
goobooogoobobobob40DOO
ddoddoooboooooooooo
divoobbooobooOooooboboo
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Notes to Financial Statements

oogooo

31 December 2019 00 00000O0OO0OO

2.2 CHANGES IN ACCOUNTING
POLICIES AND DISCLOSURES

(continued)

(@) (continuea)

As a lessee — Leases previously classified
as operating leases

Nature of the effect of adoption of HKFRS 16
The Group has lease contracts for various items of
buildings. As a lessee, the Group previously classified
leases as either finance leases or operating leases
based on the assessment of whether the lease
transferred substantially all the rewards and risks of
ownership of assets to the Group. Under HKFRS 16,
the Group applies a single approach to recognise
and measure right-of-use assets and lease liabilities
for all leases, except for two elective exemptions
for leases of low-value assets (elected on a lease-
by-lease basis) and leases with a lease term of 12
months or less (“short-term leases”) (elected by class
of underlying asset). Instead of recognising rental
expenses under operating leases on a straight-
line basis over the lease term commencing from 1
January 2019, the Group recognises depreciation of
the right-of-use assets and interest accrued on the
outstanding lease liabilities (as finance costs).

Starlight Culture Entertainment Group Limited
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Notes to Financial Statements
O0O0dd

31 December 2019 000000000000

2.2 CHANGES IN ACCOUNTING
POLICIES AND DISCLOSURES

(continued)

220 00000000000

(@) (continuea) @ ooo

As a lessee — Leases previously classified
as operating leases (continued)

Impacts on transition

Lease liabilities at 1 January 2019 were recognised
based on the present value of the remaining lease
payments, discounted using the incremental
borrowing rate at 1 January 2019. The right-of-
use assets were measured at the amount of the
lease liability, adjusted by the amount of any prepaid
or accrued lease payments relating to the lease
recognised in the statement of financial position
immediately before 1 January 2019.

All these assets were assessed for any impairment
based on HKAS 36 on that date. The Group elected
to present the right-of-use assets separately in the
statement of financial position.

Z2EE 00

oooo
obobobobobobobobo
jdddooououououobooooo
dddodoooooooooooooo
ddoddoooooooooboooo
obobobobobobobobo
obobobobobobobobo
oooogooogo

obobobobobobobobo
gogo3sgoooobbOoOb00oooo
gooobooboooooooooboobo

oo0ooooOoooooo
ooooooo

102



Notes to Financial Statements
Oogdooad

31 December 2019 00000000 O0OOO

2.2 CHANGES IN ACCOUNTING 2200000000000

POLICIES AND DISCLOSURES

(continued)

(@) (continued) @ ooo
As a lessee — Leases previously classified ERAMA - RETERBELEHE
as operating leases (continued) Z2HE 00
Impacts on transition (continued) ooooooo
The Group has used the following elective practical 00DO0DbO0DOOd0DOOoDOODbOOoDbOoDd
expedients when applying HKFRS 16 at 1 January 0do0dbOdDoDOdile0ODO0DODODOOd
2019: gpoooooobaooo
. Applying the short-term lease exemptions to . g0DODoOO00obODOOoOoOoDbi12o0O

leases with a lease term that ends within 12 0o0oooooooooooo

months from the date of initial application

. Applying a single discount rate to a portfolio of . oooooooooooooon
leases with reasonably similar characteristics ooobDooOOoOooobOooboon
when measuring the lease liabilities at 1 oooooboooonoo

January 2019.
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2.2 CHANGES IN ACCOUNTING
POLICIES AND DISCLOSURES

(continued)

(@) (continuea)

Financial impacts at 1 January 2019

Notes to Financial Statements

oogoo

31 December 2019 000 0O00O00O0O0OO

220 00000000000

@ ooo
REZE-NF-—A—AWHBEZE

obobobobobobobobo

The impacts arising from the adoption of HKFRS 16

at 1 January 2019 are as follows:

obob0ol1e00oooooOOon

Increase
oo
HK$’000
ooad
Assets oo
Increase in right-of-use assets Ooooooono 7,979
Increase in total assets oooooao 7,979
Liabilities oad
Increase in lease liabilities gooooa 7,979
Increase in total liabilities oooaono 7,979

gooO0oooOooocooo
ooooooo
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Notes to Financial Statements
Oogdooad

31 December 2019 00000000 O0OOO

2.2 CHANGES IN ACCOUNTING 220 00000000000
POLICIES AND DISCLOSURES
(continued)
(@) (continued) @ ooo
Financial impacts at 1 January 2019 R-FB—NF—F—HWNHEZ
(continued) 00
The lease liabilities as at 1 January 2019 reconciled 00DO0DbODOO0DOOoDOODbDOoDbOoDOd
to the operating lease commitments as at 31 00DO0DbO0DOOd0DOOoDOODbOOoDbOoDd
December 2018 are as follows: odooooood
HK$'000
aodo
Operating lease commitments as at goooooboooOoOoOOoOod
31 December 2018 agooooa 11,339
Less: Commitments relating to short-term gooooooOoogoooo
leases and those leases with a Oo0o0oooooooooon
remaining lease term ended on or oooooooooo
before 31 December 2019 1,207
10,132
Weighted average incremental borrowingrateas 00000000 OOOOOOO
at 1 January 2019 ooooo 6%
Lease liabilities as at 1 January 2019 gooDo0ooooooooooa 7,979
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Notes to Financial Statements
O0O0dd

31 December 2019 000000000000

2.2 CHANGES IN ACCOUNTING
POLICIES AND DISCLOSURES

(continued)

220 00000000000

(b) HK(FRIC)-Int 23 addresses the accounting for (o) CooooooDoDOOOODOOOOOO

income taxes (current and deferred) when tax
treatments involve uncertainty that affects the
application of HKAS 12 (often referred to as
“uncertain tax positions”). The interpretation does not
apply to taxes or levies outside the scope of HKAS
12, nor does it specifically include requirements
relating to interest and penalties associated
with uncertain tax treatments. The interpretation
specifically addresses (i) whether an entity considers
uncertain tax treatments separately; (ii) the
assumptions an entity makes about the examination
of tax treatments by taxation authorities; (i) how an
entity determines taxable profits or tax losses, tax
bases, unused tax losses, unused tax credits and
tax rates; and (iv) how an entity considers changes
in facts and circumstances. Upon adoption of the
interpretation, the Group considered whether it
has any uncertain tax positions arising from the
determination of unused tax losses. Accordingly,
the interpretation did not have any impact on the
financial position or performance of the Group.

U230 000oooooooooon
obob1200000obDbDobDOOooO
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Notes to Financial Statements
O0O000n

31 December 2019 00 00000O0OO0OO

2.3 ISSUED BUT NOT YET EFFECTIVE
HONG KONG FINANCIAL
REPORTING STANDARDS

The Group has not applied the following new and revised
HKFRSs, that have been issued but are not yet effective, in
the financial statements:

Amendments to HKFRS 3 Definition of a Business*

Amendments to HKFRS 9 Interest Rate Benchmark Reform*

HKAS 39 and HKFRS 7

Amendments to HKFRS 10 Sale or Contribution of Assets between

and HKAS 28 (2011) an Investor and its Associate or
Joint Venture®
HKFRS 17 Insurance Contracts*
Amendments to HKAS 1 Definition of Material*
and HKAS 8
& Effective for annual periods beginning on or after 1 January
2020
e Effective for annual periods beginning on or after 1 January
2021
& No mandatory effective date yet determined but available

for adoption
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Notes to Financial Statements

2.3 ISSUED BUT NOT YET EFFECTIVE

HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Further information about those HKFRSs that are expected
to be applicable to the Group is described below.

Amendments to HKFRS 3 clarify and provide additional
guidance on the definition of a business. The amendments
clarify that for an integrated set of activities and assets
to be considered a business, it must include, at a
minimum, an input and a substantive process that together
significantly contribute to the ability to create output. A
business can exist without including all of the inputs and
processes needed to create outputs. The amendments
remove the assessment of whether market participants are
capable of acquiring the business and continue to produce
outputs. Instead, the focus is on whether acquired
inputs and acquired substantive processes together
significantly contribute to the ability to create outputs. The
amendments have also narrowed the definition of outputs
to focus on goods or services provided to customers,
investment income or other income from ordinary activities.
Furthermore, the amendments provide guidance to
assess whether an acquired process is substantive and
introduce an optional fair value concentration test to permit
a simplified assessment of whether an acquired set of
activities and assets is not a business. The Group expects
to adopt the amendments prospectively from 1 January
2020. Since the amendments apply prospectively to
transactions or other events that occur on or after the date
of first application, the Group will not be affected by these
amendments on the date of transition.

oogoo
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goboooooodogn

odg
U0 0Oooo

goooobOOOoOO0oO000ooooooon
goooobOoooooo

obooboooboo3sgooooobooon
gooboboooobboopbooobboobon
gbobooobooobooobobooon
gboooobooobooobobooon
gbobooobooooooooooboooan
gbobooobooooobOooooooboooan
gooboobooOoOOoOo0oOooooooooo
gboooooooooboooobooon
gooooboooooooooooooaon
gboboooboooobooboooboooo
goooobooooboooboobooooan
gooooooooboobobobobonn
gooooobooOoOOoOo0oOooooooooo
gboooopboooobooooobooon
gooooboooooooooooooaon
gboooboooboooooooboooan
goooobooooooooooboooan
ooooobOoOoOo0o0oOooooooooDn
oooboboooobooobooooboooon
oo

oo0ooooOoooooo
ooooooo

108



109

Notes to Financial Statements
O0O000n

31 December 2019 00 00000O0OO0OO

2.3 ISSUED BUT NOT YET EFFECTIVE
HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Amendments to HKAS 1 and HKAS 8 provide a new
definition of material. The new definition states that
information is material if omitting, misstating or obscuring
it could reasonably be expected to influence decisions that
the primary users of general purpose financial statements
make on the basis of those financial statements. The
amendments clarify that materiality will depend on the
nature or magnitude of information. A misstatement of
information is material if it could reasonably be expected to
influence decisions made by the primary users. The Group
expects to adopt the amendments prospectively from 1
January 2020. The amendments are not expected to have
any significant impact on the Group’s financial statements.

2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

Business combinations and goodwill

Business combinations are accounted for using the
acquisition method. The consideration transferred is
measured at the acquisition date fair value which is the
sum of the acquisition date fair values of assets transferred
by the Group, liabilities assumed 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. For each business combination, the Group elects
whether to measure the non-controlling interests in the
acquiree that are present ownership interests and entitle
their holders to a proportionate share of net assets in the
event of liquidation at fair value or at the proportionate
share of the acquiree’s identifiable net assets. All other
components of non-controlling interests are measured
at fair value. Acquisition-related costs are expensed as
incurred.
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Notes to Financial Statements
O0O0dd

31 December 2019 000000000000

2.4 SUMMARY OF SIGNIFICANT 2400000000000
ACCOUNTING POLICIES (continued)
Business combinations and goodwiill EXBEHRBEE 00
(continued)
When the Group acquires a business, it assesses the 00o0D00DDoDOo0DOOoOoOooOOoooooan
financial assets and liabilities assumed for appropriate goooO0ooooobDOoOoooobOoOooo
classification and designation in accordance with the doooooDoOoooOoooooooooan
contractual terms, economic circumstances and pertinent dooooooooooooooood

conditions as at the acquisition date. This includes the
separation of embedded derivatives in host contracts of
the acquiree.

If the business combination is achieved in stages, the dooooooOooooooOooooooan
previously held equity interest is remeasured at its 0ddooooooooOoooooooon
acquisition date fair value and any resulting gain or loss is goooooobog

recognised in profit or loss.

Any contingent consideration to be transferred by the go0o0oocooOOobooOoocoooobooo
acquirer is recognised at fair value at the acquisition dooooooOooooooOooooooan
date. Contingent consideration classified as an asset or dooooooOooooooooooooon
liability is measured at fair value with changes in fair value 000000000 ooooooo
recognised in profit or loss. Contingent consideration that ooooooooooonoo

is classified as equity is not remeasured and subsequent
settlement is accounted for within equity.
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31 December 2019 00 00000O0OO0OO

2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Business combinations and goodwill
(continued)

Goodwill is initially measured at cost, being the excess
of the aggregate of the consideration transferred, the
amount recognised for non-controlling interests and any
fair value of the Group’s previously held equity interests in
the acquiree over the identifiable net assets acquired and
liabilities assumed. If the sum of this consideration and
other items is lower than the fair value of the net assets
acquired, the difference is, after reassessment, recognised
in profit or loss as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost less
any accumulated impairment losses. Goodwill is tested
for impairment annually or more frequently if events or
changes in circumstances indicate that the carrying
value may be impaired. The Group performs its annual
impairment test of goodwill as at 31 December. For
the purpose of impairment testing, goodwill acquired
in a business combination is, from the acquisition date,
allocated to each of the Group’s cash-generating units,
or groups of cash-generating units, that are expected to
benefit from the synergies of the combination, irrespective
of whether other assets or liabilities of the Group are
assigned to those units or groups of units.
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Notes to Financial Statements
O0O0dd

31 December 2019 000000000000

2.4 SUMMARY OF SIGNIFICANT 2400000000000
ACCOUNTING POLICIES (continued)
Business combinations and goodwiill EXBEHRBEE 00
(continued)
Impairment is determined by assessing the recoverable oo0o0ooooOOoDbDOoOooooOobDOoOon
amount of the cash-generating unit (group of cash- 0O00000o0DODoOOoOoooOoOooooogn
generating units) to which the goodwill relates. Where the ddoooOooooOoOooooDOoOooOoOon
recoverable amount of the cash-generating unit (group of doooooooooDoooooooogon
cash-generating units) is less than the carrying amount, g00OoOOo0oOobODbOOOoOooboboOooooon

an impairment loss is recognised. An impairment loss
recognised for goodwill is not reversed in a subsequent

period.

Where goodwill has been allocated to a cash-generating dooDoouoooOooooOooooooon
unit (or group of cash-generating units) and part of the o000 oobOoooobOoboobooo
operation within that unit is disposed of, the goodwill 0oo0oDOo00oDoOOoO0oDbDOoooOoobDoOooan
associated with the operation disposed of is included in 0oo0oDo0o0DoDOoO0oDOOoOoDOOoooDooOooan
the carrying amount of the operation when determining the 00oDOooooooooooOooooOooan
gain or loss on the disposal. Goodwill disposed of in these gooooooooooooog

circumstances is measured based on the relative value
of the operation disposed of and the portion of the cash-
generating unit retained.
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31 December 2019 00 00000O0OO0OO

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Fair value measurement

The Group measures its derivative financial instruments,
at fair value at the end of each reporting period. Fair value
is the price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between
market participants at the measurement date. The fair
value measurement is based on the presumption that
the transaction to sell the asset or transfer the liability
takes place either in the principal market for the asset or
liability, or in the absence of a principal market, in the most
advantageous market for the asset or liability. The principal
or the most advantageous market must be accessible
by the Group. The fair value of an asset or a liability is
measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that
market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes
into account a market participant’s ability to generate
economic benefits by using the asset in its highest and
best use or by selling it to another market participant that
would use the asset in its highest and best use.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continuea)

Fair value measurement (continued)

The Group uses valuation techniques that are appropriate
in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of
relevant observable inputs and minimising the use of
unobservable inputs.

All assets and liabilities for which fair value is measured
or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based
on the lowest level input that is significant to the fair value
measurement as a whole:

Level 1 - based on quoted prices (unadjusted)
in active markets for identical assets or
liabilities

based on valuation techniques for which
the lowest level input that is significant to
the fair value measurement is observable,
either directly or indirectly

based on valuation techniques for which
the lowest level input that is significant
to the fair value measurement is
unobservable

Level 2 -

Level 3 -

For assets and liabilities that are recognised in the financial
statements on a recurring basis, the Group determines
whether transfers have occurred between levels in the
hierarchy by reassessing categorisation (based on the
lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting
period.
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Impairment of non-financial assets

Where an indication of impairment exists, or when
annual impairment testing for an asset is required (other
than inventories, contract assets, deferred tax assets,
financial assets, investment properties and non-current
assets/a disposal group classified as held for sale), the
asset’s recoverable amount is estimated. An asset’s
recoverable amount is the higher of the asset’s or cash-
generating unit’s value in use and its fair value less costs
of disposal, and is determined for an individual asset,
unless the asset does not generate cash inflows that
are largely independent of those from other assets or
groups of assets, in which case the recoverable amount is
determined for the cash-generating unit to which the asset
belongs.

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount. 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.
An impairment loss is charged to the statement of profit
or loss in the period in which it arises in those expense
categories consistent with the function of the impaired
asset.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continuea)

Impairment of non-financial assets
(continued)

An assessment is made at the end of each reporting
period as to whether there is an indication that previously
recognised impairment losses may no longer exist or
may have decreased. If such an indication exists, the
recoverable amount is estimated. A previously recognised
impairment loss of an asset other than goodwill is reversed
only if there has been a change in the estimates used
to determine the recoverable amount of that asset, but
not to an amount higher than the carrying amount that
would have been determined (net of any depreciation/
amortisation) had no impairment loss been recognised for
the asset in prior years. A reversal of such an impairment
loss is credited to the statement of profit or loss in the
period in which it arises, unless the asset is carried at
a revalued amount, in which case the reversal of the
impairment loss is accounted for in accordance with the
relevant accounting policy for that revalued asset.

Related parties

A party is considered to be related to the Group if:

(@) the party is a person or a close member of that
person’s family and that person
(i) has control or joint control over the Group;
(i) bhas significant influence over the Group; or

(i) is a member of the key management personnel
of the Group or of a parent of the Group;
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Related

or

parties (continued)

(b) the party is an entity where any of the following
conditions applies:

)

(iv)

(viii

the entity and the Group are members of the
same group;

one entity is an associate or joint venture of the
other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

the entity and the Group are joint ventures of
the same third party;

one entity is a joint venture of a third entity
and the other entity is an associate of the third
entity;

the entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group;

the entity is controlled or jointly controlled by a
person identified in (a);

a person identified in (a)(i) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of
a parent of the entity); and

the entity, or any member of a group of which it
is a part, provides key management personnel
services to the Group or to the parent of the
Group.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continuea)

Property, plant and equipment and
depreciation

Property, plant and equipment, other than construction in
progress, are stated at cost less accumulated depreciation
and any impairment losses. When an item of property,
plant and equipment is classified as held for sale or when
it is part of a disposal group classified as held for sale, it is
not depreciated and is accounted for in accordance with
HKFRS 5. as further explained in the accounting policy for
“Non-current assets and disposal groups held for sale”.
The cost of an item of property, plant and equipment
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 items of property, plant and
equipment have been put into operation, such as repairs
and maintenance, is normally charged to the statement
of profit or loss in the period in which it is incurred. In
situations where the recognition criteria are satisfied, the
expenditure for a major inspection is capitalised in the
carrying amount of the asset as a replacement. Where
significant parts of property, plant and equipment are
required to be replaced at intervals, the Group recognises
such parts as individual assets with specific useful lives
and depreciates them accordingly.
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Property, plant and equipment and
depreciation (continuead)

Depreciation is calculated on the straight-line basis to write
off the cost of each item of property, plant and equipment
to its residual value over its estimated useful life. The
principal annual rates used or useful life for this purpose
are as follows:

Furniture and fixtures 25%
Office equipment 25%
Land and building 2.5%
Motor vehicles 30%
Leasehold improvements Over the shorter of the

lease terms and 50%

Where parts of an item of property, plant and equipment
have different useful lives, the cost of that item is allocated
on a reasonable basis among the parts and each part is
depreciated separately. Residual values, useful lives and
the depreciation method are reviewed, and adjusted if
appropriate, at least at each financial year end.

An item of property, plant and equipment including
any significant part initially recognised is derecognised
upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss on
disposal or retirement recognised in the statement of
profit or loss in the year the asset is derecognised is
the difference between the net sales proceeds and the
carrying amount of the relevant asset.
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Notes to Financial Statements
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31 December 2019 000000000000

2.4 SUMMARY OF SIGNIFICANT 2400000000000
ACCOUNTING POLICIES (continued)
Intangible assets (other than goodwill) BREE (BEKRM)
Intangible assets acquired separately are measured on oo0Do0OoDODoOooOOOoOoDOOoooOoOoan
initial recognition at cost. The cost of intangible assets oooboboooboooboooobooon
acquired in a business combination is the fair value at the 0o0ooDo0o0oooOooDooooOoooDoOooan
date of acquisition. The useful lives of intangible assets are dooooooooDooooooooooan
assessed to be either finite or indefinite. Intangible assets doooooooooDoOoooooooon
with finite lives are subsequently amortised over the useful oooO0o0oDbDOoOOoO0oDbOOoOoobooobooo
economic life and assessed for impairment whenever there 00o000oODODOOOOO0O0Oooooooon
is an indication that the intangible asset may be impaired. gooooobooooon

The amortisation period and the amortisation method for
an intangible asset with a finite useful life are reviewed at
least at each financial year end.

Intangible assets with indefinite useful lives are tested 00o00o0DODOOOOO0OO0OoOoooooon
for impairment annually either individually or at the cash- goooboobobOOoboboobobon
generating unit level. Such intangible assets are not 0o0oDo0o0ooDoooooooOooooOooan
amortised. The useful life of an intangible asset with an dooooooOooooooooooooan
indefinite life is reviewed annually to determine whether the doodoooooooooDoooooooon
indefinite life assessment continues to be supportable. If o00OO00DbDOoOOoOooOOoOoboOooon

not, the change in the useful life assessment from indefinite
to finite is accounted for on a prospective basis.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Leases (applicable from 1 January 2019)

The Group assesses at contract inception whether a
contract is, or contains, a lease. A contract is, or contains,
a lease if the contract conveys the right to control the use
of an identified asset for a period of time in exchange for
consideration.

Group as a lessee

The Group applies a single recognition and measurement
approach for all leases, except for short-term leases and
leases of low-value assets. The Group recognises lease
liabilities to make lease payments and right-of-use assets
representing the right to use the underlying assets.

(@) Right-of-use assets
Right-of-use assets are recognised at the
commencement date of the lease (that is the date
the underlying asset is available for use). Right-of-use
assets are measured at cost, less any accumulated
depreciation and any impairment losses, and
adjusted for any remeasurement of lease liabilities.
The cost of right-of-use assets includes the amount
of lease liabilities recognised, initial direct costs
incurred, and lease payments made at or before
the commencement date less any lease incentives
received. Right-of-use assets are depreciated on
a straight-line basis over the shorter of the lease
terms and the estimated useful lives of the assets as
follows:
Buildings 2 — 8 years
If ownership of the leased asset transfers to
the Group by the end of the lease term or the
cost reflects the exercise of a purchase option,
depreciation is calculated using the estimated useful
life of the asset.

Starlight Culture Entertainment Group Limited
Annual Report 2019

2400000000000

E%(ﬁig—ﬂﬂi—ﬁ—ﬁﬁi@

gooooobooOoOOoo0o0ooooooooo
goobooboooobooobooooboooon
gboboooboooboooooboooan
uo

KB ERBABEA

gobooooobboobboooobooooon
gobooooooboboooboboboon
gbooooboooboobooobooon
gboboooobooooo

(@ 00000
0000000000000 00000
00000000 0000000000
0000000000000 00000
000000000000000000
0000000000000 00000
00000000000000000
0000000000000 00000
000000000000000000
00000000000000000
DO00OoOoooooo

ao 2-800

obobobobobobobobo
ddoddoooooooooooboo
oobooooooboobooao



Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

Leases (applicable from 1 January 2019)
(continued)

Group as a lessee (continued)

(b)

Lease liabilities

Lease liabilities are recognised at the commencement
date of the lease at the present value of lease
payments to be made over the lease term. The
lease payments include fixed payments (including in-
substance fixed payments) less any lease incentives
receivable, variable lease payments that depend on
an index or a rate, and amounts expected to be paid
under residual value guarantees. The lease payments
also include the exercise price of a purchase option
reasonably certain to be exercised by the Group and
payments of penalties for termination of a lease, if the
lease term reflects the Group exercising the option to
terminate. The variable lease payments that do not
depend on an index or a rate are recognised as an
expense in the period in which the event or condition
that triggers the payment occurs.

In calculating the present value of lease payments,
the Group uses its incremental borrowing rate at
the lease commencement date because the interest
rate implicit in the lease is not readily determinable.
After the commencement date, the amount of lease
liabilities is increased to reflect the accretion of
interest and reduced for the lease payments made.
In addition, the carrying amount of lease liabilities
is remeasured if there is a modification, a change
in the lease term, a change in lease payments
(e.g., a change to future lease payments resulting
from a change in an index or rate) or a change in
assessment of an option to purchase the underlying
asset.
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Leases (applicable from 1 January 2019)
(continued)

Group as a lessee (continued)

(c) Short-term leases and leases of low-value

assets

The Group applies the short-term lease recognition
exemption to its short-term leases of machinery and
equipment (that is those leases that have a lease
term of 12 months or less from the commencement
date and do not contain a purchase option). It also
applies the recognition exemption for leases of low-
value assets to leases of office equipment and laptop
computers that are considered to be of low value.
When the Group enters into a lease in respect of
a low-value asset, the Group decides whether to
capitalise the lease on a lease-by-lease basis. Lease
payments on short-term leases and leases of low-
value assets are recognised as an expense on a
straight-line basis over the lease term.

Leases (applicable before 1 January 2019)

Leases that transfer substantially all the rewards and risks
of ownership of assets to the Group, other than legal title,
are accounted for as finance leases. At the inception of a
finance lease, the cost of the leased asset is capitalised
at the present value of the minimum lease payments
and recorded together with the obligation, excluding the
interest element, to reflect the purchase and financing.
Assets held under capitalised finance leases, including
prepaid land lease payments under finance leases, are
included in property, plant and equipment, and depreciated
over the shorter of the lease terms and the estimated
useful lives of the assets. The finance costs of such leases
are charged to the statement of profit or loss so as to
provide a constant periodic rate of charge over the lease
terms.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continuea)

Leases (applicable before 1 January 2019)

(continued)

Assets acquired through hire purchase contracts of a
financing nature are accounted for as finance leases, but
are depreciated over their estimated useful lives.

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted
for as operating leases. Where the Group is the lessor,
assets leased by the Group under operating leases are
included in non-current assets, and rentals receivable
under the operating leases are credited to the statement of
profit or loss on the straight-line basis over the lease terms.
Where the Group is the lessee, rentals payable under
operating leases net of any incentives received from the
lessor are charged to the statement of profit or loss on the
straight-line basis over the lease terms.

Prepaid land lease payments under operating leases are
initially stated at cost and subsequently recognised on the
straight-line basis over the lease terms.

Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as
subsequently measured at amortised cost, fair value
through other comprehensive income, and fair value
through profit or loss.
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Investments and other financial assets
(continued)

Initial recognition and measurement (continued)

The classification of financial assets at initial recognition
depends on the financial asset’s contractual cash flow
characteristics and the Group’s business model for
managing them. With the exception of trade receivables
that do not contain a significant financing component or for
which the Group has applied the practical expedient of not
adjusting the effect of a significant financing component,
the Group initially measures a financial asset at its fair
value, plus in the case of a financial asset not at fair value
through profit or loss, transaction costs. Trade receivables
that do not contain a significant financing component or
for which the Group has applied the practical expedient
are measured at the transaction price determined under
HKFRS 15 in accordance with the policies set out for
“Revenue recognition” below.

In order for a financial asset to be classified and
measured at amortised cost or fair value through other
comprehensive income, it needs to give rise to cash flows
that are solely payments of principal and interest (“SPPI”)
on the principal amount outstanding. Financial assets with
cash flows that are not SPPI are classified and measured
at fair value through profit or loss, irrespective of the
business model.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continuea)

Investments and other financial assets
(continued)

Initial recognition and measurement (continued)

The Group’s business model for managing financial assets
refers to how it manages its financial assets in order to
generate cash flows. The business model determines
whether cash flows will result from collecting contractual
cash flows, selling the financial assets, or both. Financial
assets classified and measured at amortised cost are
held within a business model with the objective to hold
financial assets in order to collect contractual cash flows,
while financial assets classified and measured at fair value
through other comprehensive income are held within
a business model with the objective of both holding to
collect contractual cash flows and selling. Financial assets
which are not held within the aforementioned business
models are classified and measured at fair value through
profit or loss.

All regular way purchases and sale of financial assets are
recognised on the trade date, that is, the date that the
Group commits to purchase or sell the asset. Regular
way purchases or sales are purchases or sale of financial
assets that require delivery of assets within the period
generally established by regulation or convention in the
marketplace.
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Investments and other financial assets
(continued)

Subsequent measurement

The subsequent measurement of financial assets depends

on their classification as follows:

Financial assets at amortised cost (debt
instruments)

Financial assets at amortised cost are subsequently
measured using the effective interest method and are
subject to impairment. Gains and losses are recognised
in the statement of profit or loss when the asset is

derecognised, modified or impaired.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is
primarily derecognised (i.e., removed from the Group’s

consolidated statement of financial position) when:

. the rights to receive cash flows from the asset have

expired; or

. the Group has transferred its rights to receive cash
flows from the asset or has assumed an obligation
to pay the received cash flows in full without material
delay to a third party under a “pass-through”
arrangement; and either (a) the Group has transferred
substantially all the risks and rewards of the asset,
or (b) the Group has neither transferred nor retained
substantially all the risks and rewards of the asset,

but has transferred control of the asset.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continuea)

Derecognition of financial assets (continuea)

When the Group has transferred its rights to receive cash
flows from an asset or has entered into a pass-through
arrangement, it evaluates if, and to what extent, it has
retained the risk and rewards of ownership of the asset.
When it has neither transferred nor retained substantially
all the risks and rewards of the asset nor transferred
control of the asset, the Group continues to recognise the
transferred asset to the extent of the Group’s continuing
involvement. In that case, the Group also recognises
an associated liability. The transferred asset and the
associated liability are measured on a basis that reflects
the rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee
over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum
amount of consideration that the Group could be required
to repay.

Impairment of financial assets

The Group recognises an allowance for expected credit
losses (“ECLs”) for all debt instruments not held at fair
value through profit or loss. ECLs are based on the
difference between the contractual cash flows due in
accordance with the contract and all the cash flows
that the Group expects to receive, discounted at an
approximation of the original effective interest rate. The
expected cash flows will include cash flows from the sale
of collateral held or other credit enhancements that are
integral to the contractual terms.
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Impairment of financial assets (continued)
General approach

ECLs are recognised in two stages. For credit exposures
for which there has not been a significant increase in credit
risk since initial recognition, ECLs are provided for credit
losses that result from default events that are possible
within the next 12 months (a 12-month ECL). For those
credit exposures for which there has been a significant
increase in credit risk since initial recognition, a loss
allowance is required for credit losses expected over the
remaining life of the exposure, irrespective of the timing of
the default (a lifetime ECL).

At each reporting date, the Group assesses whether
the credit risk on a financial instrument has increased
significantly since initial recognition. When making the
assessment, the Group compares the risk of a default
occurring on the financial instrument as at the reporting
date with the risk of a default occurring on the financial
instrument as at the date of initial recognition and
considers reasonable and supportable information that is
available without undue cost or effort, including historical
and forward-looking information.

The Group considers a financial asset in default when
contractual payments are 90 days past due. However,
in certain cases, the Group may also consider a financial
asset to be in default when internal or external information
indicates that the Group is unlikely to receive the
outstanding contractual amounts in full before taking into
account any credit enhancements held by the Group. A
financial asset is written off when there is no reasonable
expectation of recovering the contractual cash flows.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

Impairment of financial assets (continued)
General approach (continued)

Financial assets at amortised cost are subject to
impairment under the general approach and they are
classified within the following stages for measurement of
ECLs except for trade receivables and contract assets
which apply the simplified approach as detailed below.

Stage 1 - Financial instruments for which credit risk
has not increased significantly since initial
recognition and for which the loss allowance
is measured at an amount equal to 12-month
ECLs

Stage 2 - Financial instruments for which credit risk has
increased significantly since initial recognition
but that are not credit-impaired financial
assets and for which the loss allowance is
measured at an amount equal to lifetime
ECLs

Stage 3 - Financial assets that are credit-impaired
at the reporting date (but that are not
purchased or originated credit-impaired) and
for which the loss allowance is measured at
an amount equal to lifetime ECLs
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Impairment of financial assets (continued)
Simplified approach

For trade receivables and contract assets that do not
contain a significant financing component or when the
Group applies the practical expedient of not adjusting the
effect of a significant financing component, the Group
applies the simplified approach in calculating ECLs. Under
the simplified approach, the Group does not track changes
in credit risk, but instead recognises a loss allowance
based on lifetime ECLs at each reporting date. The Group
has established a provision matrix that is based on its
historical credit loss experience, adjusted for forward-
looking factors specific to the debtors and the economic
environment.

Financial liabilities
Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as
financial liabilities at fair value through profit or loss, loans
and borrowings, payables, or as derivatives designated as
hedging instruments in an effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value
and, in the case of loans and borrowings and payables, net
of directly attributable transaction costs.

The Group’s financial liabilities include trade and other
payables, derivative financial liabilities, promissory
note, amounts due to non-controlling shareholders of
subsidiaries, convertible bonds, Amount due to a holding
company and interest-bearing bank and other borrowings.

Starlight Culture Entertainment Group Limited
Annual Report 2019

2400000000000

EREERBE 0O
B{t5 %

goooobOoOoOooO0o0ooooooooan
goboobOooobooobOooboonn
gboooobooooboooooboooon
gboooobooooboobooobooon
gooobooboboboboobooobooboon
gooooboboooooooooooon
gboooboooobooooooobooonn
ooooooobooboobooboooooooan
gboooooobooooon

TRAE
WL ERZR 2

goobooboOoOOo0o0o0ooooooooo
goooooooobooboboobobon
gbobooobooobooobooboon
0

goooobOoOoOo0o0o0oooooooon
gooooboooboobooooboooon
oo

gobobooooobooooobooooon
goobooobooboboobobobobonn
goooobooboobOobobobobonn
goooobooooboogo



Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continuea)

Financial liabilities (continued)
Subsequent measurement

The subsequent measurement of financial liabilities
depends on their classification as follows:

Financial liabilities at fair value through profit
or loss

Financial liabilities at fair value through profit or loss include
financial liabilities held for trading and financial liabilities
designated upon initial recognition as at fair value through
profit or loss.

Financial liabilities are classified as held for trading if they
are incurred for the purpose of repurchasing in the near
term. This category also includes derivative financial
instruments entered into by the Group that are not
designated as hedging instruments in hedge relationships
as defined by HKFRS 9. Separated embedded derivatives
are also classified as held for trading unless they are
designated as effective hedging instruments. Gains or
losses on liabilities held for trading are recognised in the
statement of profit or loss. The net fair value gain or loss
recognised in the statement of profit or loss does not
include any interest charged on these financial liabilities.
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Financial liabilities (continued)

Financial liabilities at fair value through profit
or l0ss (continued)

Financial liabilities designated upon initial recognition as at
fair value through profit or loss are designated at the initial
date of recognition, and only if the criteria in HKFRS 9 are
satisfied. Gains or losses on liabilities designated at fair
value through profit or loss are recognised in the statement
of profit or loss, except for the gains or losses arising from
the Group’s own credit risk which are presented in other
comprehensive income with no subsequent reclassification
to the statement of profit or loss. The net fair value gain or
loss recognised in the statement of profit or loss does not
include any interest charged on these financial liabilities.

Financial liabilities at amortised cost (loans
and borrowings)

After initial recognition, interest-bearing loans and
borrowings are subsequently measured at amortised
cost, using the effective interest rate method unless the
effect of discounting would be immaterial, in which case
they are stated at cost. Gains and losses are recognised
in the statement of profit or loss when the liabilities are
derecognised as well as through the effective interest rate
amortisation process.

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs
that are an integral part of the effective interest rate. The
effective interest rate amortisation is included in finance
costs in the statement of profit or loss.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continuea)

Financial liabilities (continued)
Convertible bonds (Tranche 1)

The component of convertible bonds that exhibits
characteristics of a liability is recognised as a liability in
the statement of financial position, net of transaction
costs. On issuance of convertible bonds, the fair value of
the liability component is determined using a market rate
for an equivalent non-convertible bond; and this amount
is carried as a long term liability on the amortised cost
basis until extinguished on conversion or redemption. The
remainder of the proceeds is allocated to the conversion
option that is recognised and included in shareholders’
equity, net of transaction costs. The carrying amount of the
conversion option is not remeasured in subsequent years.
Transaction costs are apportioned between the liability
and equity components of the convertible bonds based
on the allocation of proceeds to the liability and equity
components when the instruments are first recognised.

If the conversion option of convertible bonds exhibits
characteristics of an embedded derivative, it is separated
from its liability component. On initial recognition,
the derivative component of the convertible bonds is
measured at fair value and presented as part of derivative
financial instruments. Any excess of proceeds over the
amount initially recognised as the derivative component
is recognised as the liability component. Transaction
costs are apportioned between the liability and derivative
components of the convertible bonds based on the
allocation of proceeds to the liability and derivative
components when the instruments are initially recognised.
The portion of the transaction costs relating to the liability
component is recognised initially as part of the liability. The
portion relating to the derivative component is recognised
immediately in the statement of profit or loss.
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Financial liabilities (continued)
Convertible bonds (Tranche 2)

The entire convertible bonds designated upon initial
recognition as at fair value through profit or loss are
designated at the initial date of recognition. Gains or losses
on liabilities designated at fair value through profit or loss
are recognised in the statement of profit or loss, except
for the gains or losses arising from the Group’s own credit
risk which are presented in other comprehensive income
with no subsequent reclassification to the statement of
profit or loss. The net fair value gain or loss recognised in
the statement of profit or loss does not include any interest
charged on these financial liabilities.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation
under the liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another
from the same lender on substantially different terms,
or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as
a derecognition of the original liability and a recognition of
a new liability, and the difference between the respective
carrying amounts is recognised in the statement of profit or
loss.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continuea)

Offsetting of financial instruments

Financial assets and financial liabilities are offset and
the net amount is reported in the statement of financial
position if there is a currently enforceable legal right to
offset the recognised amounts and there is an intention to
settle on a net basis, or to realise the assets and settle the
liabilities simultaneously.

Cash and cash equivalents

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents comprise cash on
hand and demand deposits, and short term highly liquid
investments that are readily convertible into known
amounts of cash, are subject to an insignificant risk of
changes in value, and have a short maturity of generally
within three months when acquired, less bank overdrafts
which are repayable on demand and form an integral part
of the Group’s cash management.

For the purpose of the consolidated statement of financial
position, cash and cash equivalents comprise cash on
hand and at banks, including term deposits, and assets
similar in nature to cash, which are not restricted as to use.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Film and TV drama series investments and
products

Film product represents the costs of fims produced by the
Group, or for which the Group has acquired distribution
rights, and which are classified and capitalised as films
in production within film products. For fims produced by
the Group, capitalised costs include all direct production
costs, production overheads and capitalised interest.
Costs of film product comprises fees paid and payable
under agreements, direct costs/expenses incurred during
the production of films, fees for the reproduction and/
or distribution of films. Production overheads include
allocable costs of individuals or departments with exclusive
or significant responsibility for production of films and
excludes prints and advertising costs.

Film and TV drama series investments represent films and
TV drama series invested by the Group. The investments
are governed by the relevant agreements entered into
between the Group and the production houses whereby
the Group is entitled to certain rights related to the films
and TV drama series and benefits generated from the
distribution of the related films and TV drama series based
on the percentage of capital invested in the films and TV
drama series.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continuea)

Film and TV drama series investments and
products (continued)

Film and TV drama series investments and products
are stated at cost less accumulated amortisation and
identified impairment loss. The Group amortises its costs
based on the proportion of actual income earned during
the year to the total estimation of projected revenue. Any
portion of the unamortised amount that appears not to
be recoverable is impaired in the period the loss becomes
evident.

Impairment assessment of film and TV drama series
investments and products is assessed on an annual basis
or whenever events or changes in circumstances indicate
that the carrying amount is below the recoverable amount,
where relevant, an impairment loss is recognised to reduce
the asset to its recoverable amount. Such impairment loss
is recognised in the consolidated statement of profit or
loss. The recoverable amounts of film product and film and
TV drama series investments are determined and reviewed
on a title-by-title basis and are based on higher of value in
use and fair value less cost to sell.
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Income tax

Income tax comprises current and deferred tax. Income
tax relating to items recognised outside profit or loss
is recognised outside profit or loss, either in other
comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the
amount expected to be recovered from or paid to the
taxation authorities, based on tax rates (and tax laws)
that have been enacted or substantively enacted by the
end of the reporting period, taking into consideration
interpretations and practices prevailing in the countries in
which the Group operates.

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable
temporary differences, except:

. when the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in a
transaction that is not a business combination and,
at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

. in respect of taxable temporary differences
associated with investments in subsidiaries,
when the timing of the reversal of the temporary
differences can be controlled and it is probable that
the temporary differences will not reverse in the
foreseeable future.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

Income tax (continued)

Deferred tax assets are recognised for all deductible
temporary differences, and the carryforward of unused
tax credits and any unused tax losses. Deferred tax
assets are recognised to the extent that it is probable that
taxable profit will be available against which the deductible
temporary differences, the carryforward of unused tax
credits and unused tax losses can be utilised, except:

. when the deferred tax asset relating to the deductible
temporary differences arises from the initial
recognition of an asset or liability in a transaction that
is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor
taxable profit or loss; and

. in respect of deductible temporary differences
associated with investments in subsidiaries, deferred
tax assets are only recognised to the extent that it is
probable that the temporary differences will reverse
in the foreseeable future and the taxable profit will be
available against which the temporary differences can
be utilised.
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Income tax (continued)

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

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply to the period when the
asset is realised or the liability is settled, based on tax rates
(and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset
if and only if the Group has a legally enforceable right to
set off current tax assets and current tax liabilities and
the deferred tax assets and deferred tax liabilities relate
to income taxes levied by the same taxation authority on
either the same taxable entity or different taxable entities
which intend either to settle current tax liabilities and
assets on a net basis, or to realise the assets and settle
the liabilities simultaneously, in each future period in which
significant amounts of deferred tax liabilities or assets are
expected to be settled or recovered.
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2.4 SUMMARY OF SIGNIFICANT 2400000000000
ACCOUNTING POLICIES (continued)
Government grants BT BY
Government grants are recognised at their fair value 00o0o0oODODOoOOoOOOoOOoO0Oooooooon
where there is reasonable assurance that the grant will be 000ooooooooooooooooo
received and all attaching conditions will be complied with. goooooooooODoOOODODOOODOOO
When the grant relates to an expense item, it is recognised oooooooooooo

as income on a systematic basis over the periods that the
costs, which it is intended to compensate, are expensed.

Revenue recognition Wz HE R

Revenue from contracts with customers EFE&A W

Revenue from contracts with customers is recognised gooo0o0ooooboOoOoooobOogooo
when control of goods or services is transferred to the dooooDooooooooooooooan
customers at an amount that reflects the consideration to 00ooooooooooo

which the Group expects to be entitled in exchange for
those goods or services.

When the consideration in a contract includes a variable 000odogoooooooooooooo
amount, the amount of consideration is estimated to which oooo0oo0oooOooOooOoooOooOoon
the Group will be entitled in exchange for transferring 0go0ooooooDoDoDoDooODoODOOOOOO
the goods or services to the customer. The variable gooooOooooOOooooOooboooan
consideration is estimated at contract inception and 000oOd0ooooooooOoobooooan
constrained until it is highly probable that a significant oo0ooooooo

revenue reversal in the amount of cumulative revenue
recognised will not occur when the associated uncertainty
with the variable consideration is subsequently resolved.
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Revenue recognition (continued)

Revenue from contracts with customers
(continued)

Revenue is recognised when the Group has fulfilled the
obligations stated in the contracts, and when the Group
has transferred control over relative services or goods to
the customer, on the following bases:

@)

Revenue from film and TV drama series investments
and products:

Revenue from film investments and products is
recognised based on the pre-determined share
of the sales proceeds from the distribution of the
related films set out in the respective distribution
agreements over the films screening period
according to the box office and when released
to other distribution sources. Revenue from the
licensing of TV drama series broadcasting rights is
recognised when master tapes and materials have
been delivered to broadcasting sources and the right
to play has been licenced in accordance with the
terms of the underlying agreements, and the right to
receive payment is established, based on the pre-
determined share of the sales proceeds from the
licensing of the related TV drama series set out in the
respective agreements.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continuea)

Revenue recognition (continuead)

Revenue from contracts with customers
(continued)

(b)

Sale of film and TV drama series:

Revenue from sale of film and TV drama series is
recognised at the point in time when the portion
of the underlying investments is transferred to the
customer, major obligations in the agreement has
been fulfilled and the right to receive payment is
established.

Revenue from the sale of goods is recognised at the
point in time when control of the asset is transferred
to the customer, which is at the time of delivery and
the title is passed to customer;

Revenue from promotion commission represents
revenue from gaming promotion operations which is
recognised upon promotion services are rendered;
and

Revenue from the rendering of services is recognised
when services are provided.
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Revenue recognition (continued)
Other income

Interest income is recognised, on an accrual basis using
the effective interest method by applying the rate that
discounts the estimated future cash receipts over the
expected life of the financial instrument of the net carrying
amount of the financial asset;

Dividend income is recognised when the shareholders’
right to receive payment has been established, it is
probable that the economic benefits associated with the
dividend will flow to the Group and the amount of the
dividend can be measured reliably.

Contract assets

A contract asset is the right to consideration in exchange
for goods or services transferred to the customer. If the
Group performs by transferring goods or services to a
customer before the customer pays consideration or
before payment is due, a contract asset is recognised
for the earned consideration that is conditional. Contract
assets are subject to impairment assessment, details
of which are included in the accounting policies for
impairment of financial assets.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continuea)

Contract liabilities

A contract liability is recognised when a payment is
received or the payment is due (whichever is earlier) from
a customer before the Group transfers the related goods
or services. Contract liabilities are recognised as revenue
when the Group performs under the contract (i.e., transfers
control of the related goods or services to the customer).

Employee benefits
Pension scheme

The Group operates a defined contribution Mandatory
Provident Fund retirement benefit scheme (the “MPF
Scheme”) under the Mandatory Provident Fund Schemes
Ordinance. Contributions are made based on a percentage
of the employees’ basic salaries and are charged to the
statement of profit or loss as they become payable in
accordance with the rules of the MPF Scheme. The assets
of the MPF Scheme are held separately from those of the
Group in an independently administered fund. The Group’s
employer contributions vest fully with the employees when
contributed into the MPF Scheme.

The employees of the Group’s subsidiary which operates
in Mainland China are required to participate in a
central pension scheme operated by the local municipal
government. This subsidiary is required to contribute
certain percentage of its payroll costs to the central
pension scheme. The contributions are charged to the
statement of profit or loss as they become payable in
accordance with the rules of the central pension scheme.
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, i.e., assets
that necessarily take a substantial period of time to get
ready for their intended use or sale, are capitalised as
part of the cost of those assets. The capitalisation of such
borrowing costs ceases when the assets are substantially
ready for their intended use or sale. Investment income
earned on the temporary investment of specific borrowings
pending their expenditure on qualifying assets is deducted
from the borrowing costs capitalised. All other borrowing
costs are expensed in the period in which they are
incurred. Borrowing costs consist of interest and other
costs that an entity incurs in connection with the borrowing
of funds.

Dividends

Final dividends are recognised as a liability when they
are approved by the shareholders in a general meeting.
Proposed final dividends are disclosed in the notes to the
financial statements.

Interim dividends are simultaneously proposed and
declared, because the Company’s memorandum and
articles of association grant the directors the authority to
declare interim dividends. Consequently, interim dividends
are recognised immediately as a liability when they are
proposed and declared.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continuea)

Foreign currencies

These financial statements are presented in Hong Kong
dollars, which is the Company’s functional currency. Each
entity in the Group determines its own functional currency
and items included in the financial statements of each
entity are measured using that functional currency. Foreign
currency transactions recorded by the entities in the Group
are initially recorded using their respective functional
currency rates prevailing at the dates of the transactions.
Monetary assets and liabilities denominated in foreign
currencies are translated at the functional currency rates
of exchange ruling at the end of the reporting period.
Differences arising on settlement or translation of monetary
items are recognised in the statement of profit or loss.

Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated using the
exchange rates at the dates of the initial transactions. Non-
monetary items measured at fair value in a foreign currency
are translated using the exchange rates at the date when
the fair value was measured. The gain or loss arising on
translation of a non-monetary item measured at fair value
is treated in line with the recognition of the gain or loss on
change in fair value of the item (i.e., translation difference
on the item whose fair value gain or loss is recognised
in other comprehensive income or profit or loss is also
recognised in other comprehensive income or profit or
loss, respectively).
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Foreign currencies (continued)

In determining the exchange rate on initial recognition of
the related asset, expense or income on the derecognition
of a non-monetary asset or non-monetary liability relating
to an advance consideration, the date of initial transaction
is the date on which the Group initially recognises the non-
monetary asset or non-monetary liability arising from the
advance consideration. If there are multiple payments or
receipts in advance, the Group determines the transaction
date for each payment or receipt of the advance
consideration.

The functional currencies of certain overseas subsidiaries
are currencies other than the Hong Kong dollar. As at
the end of the reporting period, the assets and liabilities
of these entities are translated into Hong Kong dollars at
the exchange rates prevailing at the end of the reporting
period and their statements of profit or loss are translated
into Hong Kong dollars at the weighted average exchange
rates for the year.

The resulting exchange differences are recognised in
other comprehensive income and accumulated in the
exchange reserves. On disposal of foreign operations, the
component of other comprehensive income relating to that
particular foreign operation is recognised in the statement
of profit or loss.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continuea)

Foreign currencies (continued)

Any goodwill arising on the acquisition of a foreign
operation and any fair value adjustments to the carrying
amounts of assets and liabilities arising on acquisition are
treated as assets and liabilities of the foreign operation and
translated at the closing rate.

For the purpose of the consolidated statement of cash
flows, the cash flows of overseas subsidiaries are
translated into Hong Kong dollar at the exchange rates
ruling at the dates of the cash flows. Frequently recurring
cash flows of overseas subsidiaries which arise throughout
the year are translated into Hong Kong dollar at the
weighted average exchange rates for the year.

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

The preparation of the Group’s financial statements
requires management to make judgements, estimates and
assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and their accompanying
disclosures, and the disclosure of contingent liabilities.
Uncertainty about these assumptions and estimates could
result in outcomes that could require a material adjustment
to the carrying amounts of the assets or liabilities affected
in the future.
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SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

(continued)

Estimation uncertainty

The key assumptions concerning the future and other
key sources of estimation uncertainty at the end of the
reporting period, that have a significant risk of causing a
material adjustment to the carrying amounts of assets and
liabilities within the next financial year, are described below.

Amortisation and impairment of film and TV
drama series drama investments and products

The costs of film and TV drama series drama investments
and products are amortised upon the release of a
film based on the proportion of actual income earned
during the year to the total estimated projected revenue.
Additional amortisation is made if estimated projected
revenues are lower than previous estimations. These
estimated projected revenues can change significantly
due to the variety of factors. Such change in revenue
projections or estimations may result in a change in the
rate of amortisation. Any portion of the unamortised
amount that appears not to be recoverable is impaired
in the period the loss becomes evident. The recoverable
amounts are reference to the marketability of each film and
current market conditions. These estimated recoverable
amounts can change significantly due to the variety of
factors. This could have an impact on the Group’s results
of operations. The carrying amounts of film and TV drama
series drama investments and products are disclosed in
note 21 to the financial statements.
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Notes to Financial Statements

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

(continued)

Estimation uncertainty (continued)

Revenue from film and TV drama series drama
investments and products

Revenue from film and TV drama series drama investments
and products is recognised based on the pre-determined
share of the sales proceeds from the distribution of the
related films set out in the respective film investment
agreements over the films screening period according
to the box office and when released to other distribution
sources. When the final settlement statement is not yet
available, the Group estimates the revenue from film
investments based on the pre-determined share and the
preliminary settlement statement.

Fair value measurement of financial liabilities

The fair value assessment of financial liabilities of the
Group, which include derivative financial instruments
measured at level 3 fair value hierarchy, requires significant
estimates, including estimating the projected revenues
ratios and determining appropriate discount rates and
other assumptions. Changes in these assumptions and
estimates could materially affect the respective fair values
of these financial liabilities.
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SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

(continued)

Estimation uncertainty (continued)

Leases — Estimating the incremental
borrowing rate

The Group cannot readily determine the interest rate
implicit in a lease, and therefore, it uses an incremental
borrowing rate (“IBR”) to measure lease liabilities. The IBR
is the rate of interest that the Group would have to pay to
borrow over a similar term, and with a similar security, the
funds necessary to obtain an asset of a similar value to
the right-of-use asset in a similar economic environment.
The IBR therefore reflects what the Group “would have to
pay”, which requires estimation when no observable rates
are available (such as for subsidiaries that do not enter into
financing transactions) or when it needs to be adjusted
to reflect the terms and conditions of the lease (for
example, when leases are not in the subsidiary’s functional
currency). The Group estimates the IBR using observable
inputs (such as market interest rates) when available and is
required to make certain entity-specific estimates (such as
the subsidiary’s stand-alone credit rating).
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Notes to Financial Statements

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

(continued)

Estimation uncertainty (continued)
Impairment of non-financial assets (continued)

The Group assesses whether there are any indicators
of impairment for all non-financial assets (including the
right-of-use assets) at the end of each reporting period.
Indefinite life intangible assets are tested for impairment
annually and at other times when such an indicator exists.
Other non-financial assets are tested for impairment when
there are indicators that the carrying amounts may not
be recoverable. An impairment exists when the carrying
value of an asset or a cash-generating unit exceeds its
recoverable amount, which is the higher of its fair value
less costs of disposal and its value in use. The calculation
of the fair value less costs of disposal is based on available
data from binding sales transactions in an arm’s length
transaction of similar assets or observable market prices
less incremental costs for disposing of the asset. When
value in use calculations are undertaken, management
must estimate the expected future cash flows from the
asset or cash-generating unit and choose a suitable
discount rate in order to calculate the present value of
those cash flows.

Deferred tax assets

Deferred tax assets are recognised for unused tax
losses to the extent that it is probable that taxable
profit will be available against which the losses can be
utilised. Significant management judgement is required
to determine the amount of deferred tax assets that can
be recognised, based upon the likely timing and level of
future taxable profits together with future tax planning
strategies. The carrying value of deferred tax assets
relating to recognised tax losses at 31 December 2019
was HK$802,000 (2018: Nil). The amount of unrecognised
tax losses at 31 December 2019 was HK$144,202,000
(2018: HK$125,852,000). Further details are contained in
note 16 to the financial statements.
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SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

(continued)

Estimation uncertainty (continued)

Provision for expected credit losses on
trade receivables, contract assets and other
receivables

The Group uses a provision matrix to calculate ECLs for
trade receivables and contract assets. The provision rates
are based on days past due for groupings of various
customer segments that have similar loss patterns (i.e., by
geography, product type and customer type).

The provision matrix is initially based on the Group’s
historical observed default rates. The Group will calibrate
the matrix to adjust the historical credit loss experience
with forward-looking information. For instance, if forecast
economic conditions (i.e., gross domestic products) are
expected to deteriorate over the next year which can lead
to an increased number of defaults in different operating
sectors, the historical default rates are adjusted. At each
reporting date, the historical observed default rates are
updated and changes in the forward-looking estimates are
analysed.

The assessment of the correlation among historical
observed default rates, forecast economic conditions
and ECLs is a significant estimate. The amount of ECLs
is sensitive to changes in circumstances and forecast
economic conditions. The Group’s historical credit loss
experience and forecast of economic conditions may also
not be representative of a customer’s actual default in the
future. The information about the ECLs on the Group’s
trade receivables, contract assets is disclosed in notes 18
and 20 to the financial statements, respectively.
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Notes to Financial Statements

OPERATING SEGMENT
INFORMATION

For management purposes, the Group is organised into
business units based on their products and services and
has three reportable operating segments as follows:

(@ Media and culture business segment, which
engages in investment, production and distribution
of entertainment content such as films and television
series; and

(b)  Entertainment and gaming business segment, which
engages in receiving commission and services
income from casino entertainment and gaming
promotion services; and

() Chemical products, and energy conservation and
environmental protection products segment, which
engages in the trading of chemical products, and
energy conservation and environmental protection
products.

Management monitors the results of the Group’s operating
segments separately for the purpose of making decisions
about resource allocation and performance assessment.
Segment performance is evaluated based on reportable
segment profit/loss, which is a measure of adjusted profit/
loss before tax. The adjusted profit/loss before tax is
measured consistently with the Group’s profit/loss before
tax except that interest income, non-lease-related finance
costs, fair value gains/losses from the Group’s financial
instruments as well as head office and corporate expenses
are excluded from such measurement.

Segment assets exclude deferred tax assets, cash and
cash equivalents, other unallocated head office and
corporate assets as these assets are managed on a group
basis.
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Notes to Financial Statements
Oogdooad

31 December 2019 00000000 O0OOO

4. OPERATING SEGMENT 4. U0OUO0O0O0Oooo
INFORMATION (continued)
Segment liabilities exclude deferred tax liabilities, derivative dddddooooooopOoooooao
financial liabilities, amount due to a holding company, doooDooDooDooooooooOooaonn
interest-bearing bank and other borrowings, convertible gd00o00oDoOoobooboOooooboooooa
bonds, promissory notes, tax payable and other 000ododogooooooooooooo
unallocated head office and corporate liabilities as these 0oo0ooooo
liabilities are managed on a group basis.
Intersegment sales and transfers are transacted with 00000ODO0OD0O0OOoOO0O0OoOoooooon
reference to the selling prices used for sales made to third goooooDoDooboooood
parties at the then prevailing market prices.
Year ended 31 December 2019 0gooo0o0oDoooooooogoon
Chemical
products,
and energy
conservation
and
Media and Entertainment environmental
culture and gaming protection
business business products Total
gooo
goo goo goooo
gooo gooo gooo oo
HK$'000 HK$'000 HK$'000 HK$'000
goo goo goo oono
Segment revenue (note 5) gooOooooso
Sales to external customers ooooooo 323,949 - 3,116 327,065
Segment results gooa 225,325 (4,111) (4,004) 217,210
Reconciliation: oon
Corporate and other unallocated gains 0000000000 5,495
Interest income gooo 36
Corporate and other unallocated gooooooooo
expenses (20,718)
Finance costs (other than interest on gooooooocOooooOood
lease liabilities) (38,234)
Change in fair value of derivative gooooooooooo
financial liabilities (15,144)
Change in fair value of convertible bonds 00000000000 (548)
Profit before tax goooo 148,097
Segment assets gooa 988,290 2,559 1,826 992,675
Reconciliation: ooo
Corporate and other unallocated assets 0000000000 181,908
Total assets gooa 1,174,583
Segment liabilities gooo (218,876) (25,535) (4,432) (248,843)
Reconciliation: ooo
Corporate and other unallocated liabilites 0 00 0000000 (616,188)
Total liabilities oooo (865,031)
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4. OPERATING SEGMENT
INFORMATION (continued)

Year ended 31 December 2019 (continued) 0o0o0ooooooog

Other segment information 000000

Depreciation and amortisation 00000

Loss on disposal of subsidiaries 0 0 0 000000

Loss on change infairvalue of 0O0000000000000O
derivative financial liabilities

Loss on change infairvalueof 0000000000000
convertible bonds

Impairment losses recognised 0000000000000
in the statement of profit or
loss, net

Reversal of impairment losson 0000000000
film investments

Finance costs oooo

Capital expenditure oooo

oo0o0ooooO0Ooooo
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31 December 2019 00000000 O0OOO

4. OPERATING SEGMENT 4, ODO00O0O0UOooo
INFORMATION (continued)
Year ended 31 December 2018 00o0oooooooooooooo
Chemical
products,
and energy
conservation
and
Media and Entertainment environmental
culture and gaming protection
business business products Total
oooo
ood ooo goooo
oooo oooo oooo 0o
HK$'000 HK$'000 HK$'000 HK$'000
god god ood goo
Segment revenue (note 5) 00ooOooooso
Sales to external customers ooooooo 55,404 394 17,687 73,485
Segment results gooo (70,148) 1,140 (5,151) (74,159)
Reconciliation: ooo
Corporate and other unallocated gains 0000000000 12,149
Interest Income gooo 24
Corporate and other unallocated oooocooOooo
expense (22,979)
Finance costs gooo (99,700)
Change in fair value of derivative oooooooooooo
financial liabilities 36,153
Change in fair value of a promissorynote D0 0000000 91,431
Change in fair value of contingent ooooooooCooo
consideration payable 1,563
Loss hefore tax gooooo (55,518)
Segment Assets gooa 404,035 11,065 4,012 419,112
Reconciliation: aoo
Corporate and other unallocated assets 0000000000 27,341
Total assets opooo 446,453
Segment liabilities oooo 11,616 25,462 4,951 42,029
Reconciliation: ooo
Corporate and other unallocated ooooocooOooo
liabilities 567,776
Total liabilities gooao 609,805
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31 December 2019 000000000000

4. OPERATING SEGMENT 4, DO0U0O0OO00Oooo
INFORMATION (continued)
Year ended 31 December 2018 (continued) doooooDooooooooooogoo
Chemical
products,
and energy
conservation
and
Media and Entertainment environmental
culture and gaming protection
business business products Unallocated Total
gooo
ooo ooad goooo
oooo gooo gooo god oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
goo god god god goo
Other segment information ooooono
Depreciation and amortisation goooo 18,782 601 209 46 19,638
Gain on derecognition of a gooooooooooo
promissory note measured at ooooooo
amortised cost - - - (5,377) (5,377)
Loss on disposal of subsidiaries 000000000 - - - 722 722
Change in fair value of derivative 000000000000
financial liabilities - - - (36,153) (36,153)

Impairment losses/(reversal of gooooooooooo
impairment losses) on financial 0000000000

and contract assets, net 1,142 (3,184) 215 - (1,827
Impairment loss on fim gopoooooooog

prepayments 1,921 - - - 1,921
Impairment loss on property, gooooooooooo

plant and equipment - 262 445 - 707
Impairment loss on goodwil gooooon 54,827 - - - 54,827
Impairment loss on film investments 0 0 0000000 10,356 - - - 10,356
Impairment loss on a fim product 0O 000000 17,018 - - - 17,018
Change in fair value of financial gooooooooo

assets at fair value through gooooooooo

profit or loss - - - 797 797
Change in fair value of a gooooooooo

promissory note - - - (91,431) (91,431)
Change in fair value of contingent 00000000000

consideration payable - - - (1,563) (1,563)
Finance costs oooo = S S 99,700 99,700
Capital expenditure gooao 665 622 - 6 1,293
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31 December 2019 00000000 O0OOO

4. OPERATING SEGMENT
INFORMATION (continued)

4. 00O 00O0O0Ozoo

Geographical information ih & & R
(a) Revenue from external customers (@ KEIBEFZ Kz
2019 2018
goooad oooood
HK$’000 HK$’000
oood ogdd
United States of America goooooa 143,532 55,404
Mainland China oooag 183,533 17,687
Australia oad - 318
Panama ooad - 76
327,065 73,485
The revenue information above is based on the JoodDo0o00oO0oooOooad
locations of the customers.
(b) Non-current assets b) FREBEE
2019 2018
goooad ogoooo
HK$’000 HK$’000
ooad ooad
United States of America opooooa 5,894 -
Mainland China oooag 1,732 937
Hong Kong oo 499 1,202
Australia oad - 8,503
8,125 10,642

The non-current asset information above is based on
the locations of the assets and excludes deferred tax
assets.
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OPERATING SEGMENT 4.

INFORMATION (continued)

Information about major customers

Revenue from major customers contributing over 10% to
the total revenue of the Group is set out below:

oogoo

31 December 2019 000 0O00O00O0O0OO

0000 0zoam

FHREIEREFZEHR

goobobOoo0ooblowoooooon
gooooo

2019 2018
oooono ooooo
HK$’000 HK$’000
oood ooad
Customer A OOgA 127,476 -
Customer B ooB 53,342 55,404
Customer C goc 52,938 -
Customer D oadb 41,689 -
Customer E OO0E - 14,110
275,445 69,514
REVENUE, OTHER INCOME AND 5. 0000000 ggn
GAINS
An analysis of revenue is as follows: gpoooood
2019 2018
oooono ooooo
HK$’000 HK$’000
ooo ooagd
Revenue from contracts with customers ooooooooa 327,065 73,485

gooO0oooOooocooo
ooooooo
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31 December 2019 00000000 O0OOO

5. REVENUE, OTHER INCOME AND
GAINS (continued)

Revenue from contracts with customers
(a) Disaggregated revenue information
For the year ended 31 December 2019

S. U DbUOO0OUOU0OUooo

REEFEHN2WE
@ ZHFKzEF

gobooooooboooooon

Chemical
products,
and energy
conservation
and
Mediaand  Entertainment  environmental
culture and gaming protection
Segments o0 business business products Total
oooo
ooo ooad ooooo
oooo oooo oooo oo
HK$°000 HK$°000 HK$'000 HK$'000
oogd ood ooo ooo
Type of goods or services oopooooao
Revenue fromfimand TVdrama 0000000000
series investments and products 00000000 196,473 - - 196,473
Sale of fimand TV drama series* 0O O0O00000O0O0O* 127,476 - - 127,476
Sale of goods gooao - - 3,116 3,116
Total revenue from contracts ooooooo
with customers gooo 323,949 - 3,116 327,065
Geographical markets oooa
United States of America ooooon 143,532 - - 143,532
Mainland China gooa 180,417 - 3,116 183,533
Total revenue from contracts 000oooooooon
with customers 323,949 - 3,116 327,065
Timing of revenue recognition 000000
At a point in time oooao 323,949 - 3,116 327,065

* During the year ended 31 December 2019, sale of
film and TV drama series included the net gain of
approximately HK$127,476,000 as revenue from
sale of TV drama series. The Group was entitled to
proceeds from sale of certain TV drama series of
approximately HK$446,521,000 (including tax) based
on the sales agreements.

Starlight Culture Entertainment Group Limited
Annual Report 2019

* ooooDo0o0O00oOoO0oDbDOo0o0go
oo0oooO0oooOo0ooOoOoooOOooo
127,476,0000 00O OOOOOOOO
oooooOobobooooOooooooa
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31 December 2019 000000000000

5. REVENUE, OTHER INCOME AND
GAINS (continued)

S, U buoodUdUOooo

Revenue from contracts with customers RKEEFEFEHZWEHI 0O
(continued)
(a) Disaggregated revenue information (@ DHUZER OO

(continued)

For the year ended 31 December 2018

ooooooooobooboooon

Chemical
products,
and energy
conservation
and
Media and Entertainment environmental
culture and gaming protection
Segments oo business business products Total
gooo
ooo ooo goooo
gooo gooo gooo oo
HK$'000 HK$'000 HK$'000 HK$'000
aoa aoa agoa agoad
Type of goods or services ooooooo
Revenue from film investments 000000 55,404 - - 55,404
Sale of goods ooono - - 17,687 17,687
Promotion commission gooa - 76 - 76
Rendering of services gooo - 318 - 318
Total revenue from contracts goooooa
with customers gooo 55,404 394 17,687 73,485
Geographical markets oooa
Australia oad - 318 - 318
United States of America oooooao 55,404 - - 55,404
Panama agoa - 76 - 76
Mainland China gooa - - 17,687 17,687
Total revenue from contracts goooooa
with customers oooo 55,404 394 17,687 73,485
Timing of revenue recognition 000000
At a point in time oooo 55,404 394 17,687 73,485

gooO0oooOooocooo

ooooooo
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e from contracts with customers
(continued)

(a) Disaggregated revenue information
(continued)

Set out below is the reconciliation of the revenue
from contracts with customers to the amounts
disclosed in the segment information:

For the year ended 31 December 2019

Segments oo

Revenue from contracts ooooooooo
with customers

External customers oooa
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31 December 2019 000 0O00O00O0O0OO

5. REVENUE, OTHER INCOME AND 5. 0o dobtddidooo
GAINS (continued)
Revenue from contracts with customers REEFEHNZWHI OO
(continued)
(a) Disaggregated revenue information (@ ZHEUZEFRD OO
(continued)
For the year ended 31 December 2018 doodoDo0o0ooo0oOobOOooOooDoono
Chemical
products,
and energy
conservation
and
Media and Entertainment environmental
culture and gaming protection
Segments oo business business products Total
gooo
ooo ooo goooo
oooo gooo oooo oo
HK$'000 HK$'000 HK$'000 HK$'000
oon oono oono oon
Revenue from contracts goooooooo
with customers
External customers ooono 55,404 394 17,687 73,485

gooO0oooOooocooo
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31 December 2019 00 00000O0OO0OO

5. REVENUE, OTHER INCOME AND
GAINS (continued)

Revenue from contracts with customers
(continued)

(b) Performance obligation

Revenue from film and TV drama series
investments and products

Revenue from film investments and products is
recognised based on the pre-determined share
of the sales proceeds from the distribution of the
related films set out in the respective distribution
agreements over the films screening period
according to the box office and when released
to other distribution sources. Revenue from the
licensing of TV drama series broadcasting rights is
recognised when master tapes and materials have
been delivered to broadcasting sources and the right
to play has been licenced in accordance with the
terms of the underlying agreements, and the right to
receive payment is established, based on the pre-
determined share of the sales proceeds from the
licensing of the related TV drama series set out in the
respective agreements.

Sale of film and TV drama series

Revenue from sale of film and TV drama series is
recognised at the point in time when the portion
of the underlying investments is transferred to the
customer, major obligations in the agreement has
been fulfiled and the right to receive payment is
established.

Sale of goods

Revenue from the sale of goods is recognised at the
point in time when control of the asset is transferred
to the customer, which is at the time of delivery and
the title is passed to customer.
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S. U DbUOO0OUOU0OUooo

REEFEFEH 2V 00

(b) EITEHEH

oooboooooboOoooobobooo

obobobobobobobobo
gdobobobobobobobobo
gbobobobobobobobo
ddddoooooooooooboo
ddoddoooooooboooooo
dddooooooboooogooo
bbb ouogoo
gbobobobobobobobo
goboooooobogooo

oooooooooo
gbobobobobobobobo
djddddodoboodooouoggoo
gobooobooobbooobooon

oogg
gbobobobobobobobo
goobobooo0oooooooooaa
0ooono



REVENUE, OTHER INCOME AND

GAINS (continued)

5. 0OoOo

ooooo

HK$’000
ooo

10,439
24
282

10,745

Other income gooo

Management fee ooo

Waiver of interest oooo

Tax rebate oo

Bank interest income gooooon

Others oa

Gains oo

Foreign exchange gains gooo

Compensation from litigation oooo

Gain on derecognition of a promissory 000000000000
note measured at amortised cost ooooooo

552
6,957

5,377

12,886

23,631

oooooao
O

oOooooo
oooooo
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31 December 2019 00 00000O0OO0OO

6. PROFIT/(LOSS) BEFORE TAX 6.

The Group’s profit/(loss) before tax is arrived at after

goobooogood

goooboooo0oooooboDbDbDbobo

charging/(crediting): ooooooDoooo
2019 2018
goooo ooood
Notes HK$’000 HK$’000
oo o0on oono
Cost of sales oo0oo 95,618 35,503
Amortisation of film and TV 0o00oooooboooog:x* 21
drama series investments* 92,592 18,241
Depreciation of property, goooooooood 13
plant and equipment 1,213 1,397
Depreciation of right-of-use ooDooogo 15
assets 2,608 -
Minimum lease payments ooooooooooono
under operating leases - 4,871
Lease payments notincluded OOOOOOO00OOO 15(c)
in the measurement of oooag
lease liabilities 1,058 -
Auditor’s remuneration goooo 966 810
Employee benefit expense 0000000 0oOogooo
(excluding directors’ and 0ooooooon
chief executive’s remuneration 00 0O 00 800
(note 8))
Wages and salaries oooon 8,437 10,480
Pension scheme contributons O OOOO0O 278 664
8,715 11,144
Foreign exchange differences, OO0 00000
net (105) (552)
Impairment of financial and Oooooooooooao
contract assets,net
Impairment of trade ooooooboboogo 18
receivables, net 2,606 164
Impairment of contract assets, 00O O00OO00OO 20
net 963 554
Impairment of financialassets OO0O0OO0O0O0O0OCOO0O 19
included in prepayments, ooooooooood
other receivables and goooo
other assets, net - (2,545)
3,569 (1,827)
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PROF|T/(LOSS) BEFORE TAX (continued) 6.

31 December 2019 000000000000

gobobooodbiooo

2019 2018
goooo oooood
Notes HK$’000 HK$’000
oo ooo oono
Impairment loss on oooooooooo 19
film prepayments - 1,921
(Reversal of impairmentloss)/) 0000O0OOOO0O 21
impairment loss on film goooooooooooo
investments and film products (10,356) 27,374
Impairment loss on property, gooooooooooo 13
plant and equipment - 707
Impairment loss on goodwill oooooo 17 - 54,827
Fair value losses/(gains), net: O0o00oooooomoogg
Convertible bonds oooono 29 548 -
Financial assets at fair value oooooooon
through profit or loss gooo - 797
Derivative financial liabilities ooooono 27,29 15,144 (36,153)
Gain on derecognition of a 00o0ooooooooon 28
promissory note measured oooooo
at amortised cost - (5,377)
Promissory note gogo 28 - (91,431)
Contingent consideration gooooo
payable - (1,563)
Loss on disposal of subsidiaries O OO0 00 OO0 36 14 722

* The amortisation of fim and TV drama series investments
and products is included in “Cost of Sales” in the
consolidated statement of profit or loss.

* goooOooooOoooobOOoooooooan

goooooom

oo0ooooOoooooo

ooooooo
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31 December 2019 00 00000O0OO0OO

7. FINANCE COSTS 7. O0oOod
An analysis of finance costs is as follows: gooooooono
2019 2018
ooood ooooo
HK$’000 HK$’000
0oon0o ooo
Interest on bank loans and ooooooooooo
other borrowings ooooooOooad
(including convertible bonds) 22,363 98,332
Interest on lease liabilities (note 15) 0000o00ooooaso 441 -
Interest expense on promissory notes 0o0oobodoboaoazsd
(note 28) 15,871 1,368
Total interest expense on financial ogoooooooood
liabilities not at fair value through oo0D0oOoOooooOodg
profit or loss 38,675 99,700

8. DIRECTORS’ AND CHIEF
EXECUTIVE'S REMUNERATION

Subsequent to the end of the reporting period, Mr. Sang
Kanggiao was appointed as an executive Director of
the Company on 20 February 2020. Mr. Wang Shoulei
resigned as a Non-executive Director of the Company on
20 February 2020.

Directors’ and chief executive’s remuneration for the year,
disclosed pursuant to the Listing Rules, section 383(1)(a),
(b), (c) and (f) of the Hong Kong Companies Ordinance and
Part 2 of the Companies (Disclosure of Information about
Benefits of Directors) Regulation, is as follows:

8. Uuboouoononon

gbooooboooboooooooboooan
gbobooobooobooobobooonn
gooooboooooooooooooo

g

0000000000000 0 383(1) @0 (b0
(0 (000000 O0DD00DOOO0DODOO0
20000000000000000000

ooo

Group
ooao
2019 2018
oooono ooooag
HK$’000 HK$’000
ooo ooagd
Fees oo 7,132 6,647
Other emoluments: oooaoao
Salaries, allowances and O0oooOoOoooao
benefits in kind 3,000 3,000
Pension scheme contributions oooooa 18 18
3,018 3,018
10,150 9,665
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31 December 2019 000000000000

8. DIRECTORS’ AND CHIEF 8. DU UUOUOOOOOOzoo
EXECUTIVE’'S REMUNERATION
(continued)
(a) Independent non-executive directors () BUFHITES
The fees paid to independent non-executive directors dooooOoDoOoOOooooooooog

during the year were as follows:

2019 2018
googno goooo
Notes HK$’000 HK$’000
a0 000 o0od
Mr. Michael Ngai Ming Tak 0O OO0 240 240
Mr. Wong Wai Kwan googo 240 240
Mr. Kong Chi Mo(resigned) 0 00000 O0DOOO a 88 240
Mr. Hong Tao(resigned) goooooooo b 88 240
Mr. Ma Runsheng ogoooo ©
(appointed in 2019) oobooooOooooa 152 -
Mr. Wong Wai Hung ooood d
(appointed in 2019) ooooooooooo 152 -
960 960
a) Mr. Kong Chi Mo resigned as an independent non- a) goooooooooooooooag
executive director on 14 May 2019. goooooooo
b) Mr. Hong Tao resigned as an independent non- b) oooopoOoooUooooooDoooo
executive director on 14 May 2019. ooooooog
()] Mr. Ma Runsheng was appointed as an independent c) goooooooooooooooag
non-executive director on 14 May 2019. goooooooooo
d) Mr. Wong Wai Hung was appointed as an d) oooopoOoooUooooooDoooo
independent non-executive director on 14 May 2019. ooOoooooooog
There were no other emoluments payable to the 00Do0bOobOOdobOOobOOobOobOooa
independent non-executive directors during the year O00ooOoOoooom
(2018: Nil).
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31 December 2019 00000000 O0OOO

8. DIRECTORS’ AND CHIEF
EXECUTIVE'S REMUNERATION

(continued)

(b) Executive directors, a non-executive

oo ooodtdtlooo

b)) BTES FHTESREET

director and the chief executive BAE
Salaries
allowances Pension
and benefits scheme
Fees inkind  contributions Total
gooooa
oo gooo [QOOooooo oo
Notes HK$'000 HK$’000 HK$'000 HK$'000
gn 0oo gon oon gon
2019 goooag
Executive directors: ooooo
Mr. Gao Qun agooo 1,200 - - 1,200
Mr. Chau Chit oooo - 3,000 18 3,018
Ms. Chen Hong (retired) ooobooooOo a 570 - - 570
Mr. Hung Ching Fung ooooo 960 - - 960
Mr. Li Haitian (resigned) oooooooooo b 220 - - 220
Mr. Chen Jie (appointed in 2019) oooo c
goooooo
gooo 212 - - 212
Ms. Wu Xiaoli (appointed in 2019) ooooo d
goooooo
gooo 212 - - 212
Mr. Fang Jun (appointed in 2019) oooo e
goooooo
gooo 758 - - 758
4,132 3,000 18 7,150
Non-executive director: gooooo
Mr. Wang Shoulei ooooo 240 - - 240
Chief executive: gocooooo
Mr. Luo Lei ooon 1,800 - - 1,800
6,172 3,000 18 9,190
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8. DIRECTORS’ AND CHIEF
EXECUTIVE'S REMUNERATION

oogoo

31 December 2019 000000000000

8. DUUDLUOUDLUOUODUOooo

(continued)
(b) Executive directors, a non-executive (b) BMITES FHITESRETESNT
director and the chief executive BA&I OO
(continued)
Salaries
allowances Pension
and benefits scheme
Fees in kind contributions Total
gooooo
oo gooo gooooa oo
HK$'000 HK$'000 HK$'000 HK$'000
ooao ooa ooa ooa
2018 goooo
Executive directors: oooao
Mr. Gao Qun gooa 287 - - 287
Mr. Chau Chit oooo - 3,000 18 3,018
Ms. Chen Hong gooo 1,200 - - 1,200
Mr. Hung Ching Fung goooo 960 - - 960
Mr. Li Haitian ooooo 600 - - 600
Mr. Yan Xu (retired) goooooooo 600 - - 600
3,647 3,000 18 6,665
Non-executive director: goooaao
Mr. Wang Shoulei goooo 240 - - 240
Chief executive: goooooo
Mr. Luo Lei gooa 1,800 - - 1,800
5,687 3,000 18 8,705
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31 December 2019 00 00000O0OO0OO

8. DIRECTORS’ AND CHIEF
EXECUTIVE'S REMUNERATION

(continued)

(b) Executive directors, a non-executive
director and the chief executive

(continued)
a) Ms. Chen Hong retired as an executive director on 21
June 2019.

b) Mr. Li Haitian resigned as an executive director on 14
May 2019.

c) Mr. Chen Jie was appointed as an executive director
on 23 July 2019.

d) Ms. Wu Xiaoli was appointed as an executive director
on 23 July 2019.

e) Mr. Fang Jun was appointed as an executive director
on 14 May 2019.

There was no arrangement under which a director
or the chief executive waived or agreed to waive any
remuneration during the year.
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(b) HITEE - FBITEERFENT
BAE 00

a) ooooooooooboOoooooa
gooooo

b) ooooooooDoDboOO0o0o0o0oo
gooooo

c) ooooooooooboOoOooooa
oooooood

d) ooooooooDoDboOO0o0o0o0oo
oooooDoooo

e) ooooooooooboOoOooooa
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FIVE HIGHEST PAID EMPLOYEES o5

The five highest paid employees during the year included
four directors and the chief executive (2018: three directors
and the chief executive), details of whose remuneration
are set out in note 8 above. Details of the remuneration
for the year of 2018 of the remaining one highest paid
employee who is neither a director nor chief executive of
the Company are as follows:

oogoo

31 December 2019 000000000000

goboooodn

goobooooooboooobobooon
gbbooooooooooooooomo
gobooOooDoOooosgoooooon
gooooObOOOoOOoOO000ooooooon
gbooobooooobooooo

2019 2018

OoOo0o0oono oooagao

HK$’000 HK$’000

ooo ooo

Salaries, allowances and benefitsinkind D OO0 000000 - 878
Pension scheme contributions goooooo - 17
- 895

The number of non-director and non-chief executive
highest paid employees whose remuneration fell within the
following band is as follows:

goooobOoOoOoo0oOoooooooobn
gooooboooboooo

Number of employees

oogg
2019 2018
gooog googo

Nil to HK$1,000,000 0 0 1,000,0000 O

gooO0oooOooocooo
ooooooo
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O0O000n

31 December 2019 00 00000O0OO0OO

10. INCOME TAX EXPENSE

Hong Kong profits tax has been provided at the rate of
16.5% (2018: 16.5%) on the estimated assessable profits
arising in Hong Kong during the year. No provision for
Hong Kong profits tax was made as the Group did not
generate any assessable profits in Hong Kong during
the year ended 31 December 2019. Taxes on profits
assessable elsewhere have been calculated at the rates
of tax prevailing in the jurisdictions in which the Group
operates.

10.00000

goboobobooobouoobOoobboon
00o0ooono1e5% 00000016.5%00
gboboobooooooooooboooan
goooobOoOoOoo0oO0o0ooooooooon
goobobOobOobOOobOoboobobonn
gooboobooOoOOoOo0oOooooooooo
gboooooogo

2019 2018
oooog ooood
HK$'000 HK$’000
0oon0o ooo

Current — Hong Kong oooono
Charge for the year ooooo - -
Overprovision in prior years oooooooo - -
Current — Elsewhere Oooooooo 47,531 -
Deferred (note 16) 000 0daien 3,072 -
Total tax charge for the year goooooooo 50,603 -

Income tax consists income tax charged on the Group
in Mainland China, United States of America (“USA”) and
Hong Kong. Provision for the PRC enterprise income tax is
calculated based on the statutory tax rate of 25% on the
assessable income of the PRC companies during the years
ended 31 December 2019 and 2018. USA income tax
applicable to the Group is charged at the federal tax rate
of 21% and state tax rate, net of federal effect, of 7.0%
during the years ended 31 December 2019 and 2018. The
income tax applicable to Hong Kong profits was provided
at a statutory tax rate of 16.5% during the years ended 31
December 2019 and 2018.
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10. INCOME TAX EXPENSE (continued)

A reconciliation of the tax expense applicable to profit/
loss before tax at the statutory rates for the jurisdictions in
which the Company and the majority of its subsidiaries are
domiciled to the tax expense at the effective tax rates, and
a reconciliation of the applicable rates (i.e., the statutory
tax rates) to the effective tax rates, are as follows:

10. 0000 0oono

oogoo

31 December 2019 000 0O00O00O0O0OO

goobooooooboooobobooon
goooobOoOOooOo0oOooooooon
gobooobOooo0obOooobOoooooan
gbooobooobooobooobooboo

2019 oggoooo
Hong Kong United States Mainland
and others of America China Total
0oooo 0ooooo 0ooo afla]
HK$'000 % HK$'000 % HK$'000 % HK$'000 %
0oo goo oog 0oo
Profit/(loss) before tax oooboooooo (39,165) 16.5 57,487 28.0 129,775 250 148,097
Tax atthe statutory taxrate 0000000000 (6,462) 16.5 16,087 28.0 32,444 25.0 42,069 284
Adjustment from previous poooooon
periods (609) 16 1,819 32 - - 1,210 08
Expenses not deductible fortax 0000000 - - 56 0.1 21 - 77 0.1
Tax losses utilised from ooooooo
previous periods oooao - - - - (188) (0.) (188) (0.3)
Tax losses not recognised poooooo 6,462 (16.5) - - 973 0.7 7,435 5.0
Tax charge/(credit) at poCoooooooo
the Group’s effective rate gooooa
oooo (609) 16 17,962 312 33,250 25.6 50,603 342

gooO0oooOooocooo
ooooooo
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31 December 2019 00000000 O0OOO

10. INCOME TAX EXPENSE (continued) 10. 00000000
2018 goooo
Hong Kong United States Mainland
and others of America China Total
ooooo oooooo oooo oo
HK$'000 % HK$'000 % HK$'000 % HK$'000 %
ooo goo oog ooo
Loss before tax ooooo (14,513) 16.5 (28,178) 28.0 (12,827) 25.0 (55,518)
Tax at the statutory taxrate 0000000000 (2,395) 165 (7,889) 28.0 (3,207) 25.0 (13,491) 243
Effect of a different tax rateof 000000000
a subsidiary operating ooooooooo
in another jurisdiction ooooo (3,455) 238 - - - - (3,455) 6.2
Tax losses not recognised poooooa 5,855 (40.3) 7,889 (28.0) 3,207 (25.0) 16,951 (30.5)
Others oo (5) - - - - - (5 -
Tax charge/(credit) at DOCOOo0oOoooD

the Group’s effective rate oooooooooo - - = = = - - _

11. DIVIDENDS 11. 00
No dividend has been paid or declared during each of the 00o0oooDoooo0OoOoooooooan
years ended 31 December 2019 and 2018. The directors doooo0oooOoo0ooDoOooooooooan
do not recommend the payment of any dividend for 2019 g0oDOoO0o0oDOOoOO00obDoOOoobooooo
(2018: Nil). ooom
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12. EARNINGS/(LOSS) PER SHARE

ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT

The calculation of the basic earnings per share amount
is based on the profit for the year attributable to ordinary
equity holders of the parent, and the weighted average
number of ordinary shares of 734,518,224 (2018:
673,564,799) in issue during the year.

The calculations of the basic and diluted earnings/(loss)
per share are based on:

12

oogoo

31 December 2019 000 00C0O0O0OO0O0OO
l
U
goboobOo0oooOoobOoobOOoon
gobOoobOO0OooOOoobOoobOOoon

000000734,518,22400 000 0 00O
673,564,7990 00O OO

goooo0oobOoboobobobOobon
goooo

2019 2018
ogoooad goooo
HK$'000 HK$'000
ooo oono
Earnings/(loss) goooooo
Profit/(loss) attributable to ordinary equity 0 0 O 0000 OOOO0O
holders of the parent ooooboodgd 98,181 (49,606)
2019 2018
goooo ooood
Shares oo
Weighted average number ofordinary 0000000000 OO0O
shares in issue during the year used 0o0oooooooooo
in the basic earnings per share
calculation 734,518,224 673,564,799

The Group had no potentially dilutive ordinary shares in
issue during the year ended 31 December 2019.

No adjustment has been made to the basic earnings per
share amount presented for the year ended 31 December
2018 in respect of a dilution as the impact of the
convertible bonds outstanding had an anti-dilutive effect on
the basic loss per share amounts presented.

goooobOoOoOo0o0oOoooooooon
goooobooobooobog

gooboobooOoOOo0o0oOooooooooo
gbobobooboooboooooboooan
gooooboOoOooooooooooon
goboooboooooobooon

oo0ooooOoooooo
ooooooo
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goooog

31 December 2019 00000000 O0OOO

13. PROPERTY, PLANT AND

13. 0 00booood

EQUIPMENT
Furniture and Office Land and Motor Leasehold
fixtures equipment building vehicles  improvements Total
ooood ooooo ooooo 00 Qooooo oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
gog 000 0oo ooo goo gog
31 December 2019 pOoCooOoOooOobOoO
At 1 January 2019: ooooooooooo
Cost oo 401 1,505 9,201 3,696 1,429 16,232
Accumulated depreciation and ooooooo
impairment () (1,433) (697) (2,174) (1,429) (5,910)
Net carrying amount oooo 224 72 8,504 1,522 - 10,322
At 1 January 2019, net of accumulated0 0 000000000
depreciation and impairment goooooooo 224 72 8,504 1,522 - 10,322
Additions oo - 8 - 1,183 - 1,191
Depreciation provided during the year 0000000 (78) (32) (192) (911) - (1,213)
Disposal of subsidiaries (note 36) 0O 0000000 360* - - (8,312) - - (8,312)
Exchange realignment oooo 57 - - (302) - (245)
At 31 December 2019, net of oooooooooooooo
accumulated depreciation and ooooooooo
impairment 203 48 - 1,492 - 1,743
At 31 December 2019: ooooooOoOoOoooooo
Cost oo 458 1513 - 4577 1,429 7977
Accumulated depreciation and oooooaon
impairment (255) (1,465) - (3,085) (1,429) (6,234)
Net carrying amount oooo 203 48 - 1,492 - 1,743

* During the year ended 31 December 2019, land and
building at the net carrying amount of HK$8,312,000
(2018:Nil) were disposed of due to the disposal of
subsidiaries (note 36). No property, plant and equipment

were pledged as at 31 December 2019 (2018:Nil).
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13. PROPERTY, PLANT AND
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oogoo

31 December 2019 000 0O00O00O0O0OO

13. 00000000z oo

E Q UIPMEN T(cont/nuew
Furniture and Office Land and Motor Leasehold
fixtures equipment building vehicles  improvements Total
ooooo ooooo ooooo 00 [O0OOoo oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooa ooo a0o 000 000
31 December 2018 pOo0oOo0ooOooobOoO
At 1 January 2018: oo0ooooooooo
Cost o0 282 1,491 9,201 3132 1,148 15,254
Accumulated depreciation and ooooooo
impairment (119) (1,396) (488) (1,547) (525) (4,067)
Net carrying amount oooa 171 95 8,713 1,585 623 11,187
At 1 January 2018, net of accumulated0 0 000000000
depreciation and impairment goooooooo 171 95 8,713 1,585 623 11,187
Additions oo 119 53 - 717 404 1,293
Depreciation provided during the year 0000000 (66) (34) (209) (727) (362) (1,397)
Impairment oo - (41) - - (666) (707)
Exchange realignment oooo - (1) - (53) - (54)
At 31 December 2018, net of pooooobooobDoooo
accumulated depreciation and gooooooooo
impairment 224 72 8,504 1,522 - 10,322
At 31 December 2018: 000000o00OOoonn
Cost oo 401 1,505 9,201 3,696 1,429 16,232
Accumulated depreciation and oooooaon
impairment (177 (1,433) (697) (2,174) (1,429) (5,910)
Net carrying amount oooo 224 72 8,504 1,522 - 10,322

gooO0oooOooocooo
ooooooo
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O0O000n

31 December 2019 00 00000O0OO0OO

13.

14.

PROPERTY, PLANT AND
EQU|P|\/|ENT(cont/hued)

During the year ended 31 December 2019, the Group
incurred segment losses in the chemical products,
and energy conservation and environmental protection
products segment.

The recoverable amounts of motor vehicles were
determined based on the fair value less costs of disposal,
estimated by reference to recent market transactions in
similar assets adjusted for differences in condition. The
fair value less costs of disposal is classified as a level 3
measurement. For the years ended 31 December 2019, no
impairment loss was recognised to write down the carrying
amount of motor vehicles (2018: Nil).

The recoverable amounts of leasehold improvements
and office equipment were determined based on the
value in use. During the year ended 31 December
2019, no impairment loss was recognised for leasehold
improvements and office equipment. During the year
ended 31 December 2018, an impairment loss of
HK$666,000 represented the write-down of leasehold
improvements as the Group had refurbishment of the
office and no impairment loss was recognised on office
equipment.

ek

oot iboddooo

gboboooboooboooboooboboaon
goooobOoOoOooO0o0oooooooon
goooo

goboobooobuoobOoobbooo
obooobooobooboboboboobonn
gooboOoOoo0ooobooooooon
goboboooboos3sgoboobooooonn
goooooooobooooobooon
goboobooOo0o0oooocoboooooboom

goboobOooobooobOooboonn
gboooobooobooooooboooan
gbooooboooooobooooboooon
gboooopoooooooooobooon
gooooobOoooooogsees, 00000
goooobOoOoOoo0oOoooooooon
goooobooobooobog

CLUB DEBENTURE 14. 00 0 0O
2019 2018
OoOoo0oono oooaoao
HK$’000 HK$’000
ooo gooo
Club debenture as at 31 December doooooooooooo 320 320

At the end of the reporting period, the club debenture is
stated at cost less accumulated impairment losses. As at
31 December 2019, the directors considered that there
was no impairment of the club debenture since the market
price less costs to sell was higher than its carrying value.
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O0O0dd

31 December 2019 000000000000

15. LEASES 15. 00
The Group as a lessee AEBEEREBEA
The Group has lease contracts for various items of g0o0ooODOOOOoOOOoOoOoooooooo
buildings used in its operations, which have lease terms godbooobooDiosooooooooonono
between 1 and 8 years. Generally, the Group is restricted 0Jo0oDo0o0DODOoO0o0ooOOoOoDOOoOooooo
from assigning and subleasing the leased assets outside
the Group.
(a) Right-of-use assets (@ FHEZE
The carrying amounts of the Group’s right-of-use dddddd0ddd0ddd0oUdooa
assets and the movements during the year are as oono
follows:
Buildings
oo
HK$’000
ooQ
As at 1 January 2019 oooooooooo 7,979
Additions oo 691
Depreciation charge gooo (2,608)
As at 31 December 2019 gooboooooobboooon 6,062

oo0ooooOoooooo
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31 December 2019 00000000 O0OOO

15. LEASES (continued)

The Group as a lessee (continued)
(b) Lease liabilities

The carrying amount of lease liabilities and the
movements during the year are as follows:

15. 0 o oo

rEBEEREE A OO

(b) HEERE

goboobooooboooboooobo

2019
ooooa
Lease liabilities
gooad
HK$’000

aoad

Carrying amount at 1 January

New leases

Accretion of interest recognised

during the year
Payments

goooooooo

goooooooo

7,979
691

441
(2,799)

Carrying amount at 31 December

gooooobobooooo

6,312

Analysed into:
Current portion

Non-current portion

2,241
4,071

The maturity analysis of lease liabilities is disclosed in
note 41 to the financial statements.
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Notes

15. LEASES (continued) 15.

The Group as a lessee (continued)

(c) The amounts recognised in profit or loss in relation to

leases are as follows:

to Financial Statements
O0O0dd

31 December 2019 00 00000000O0OO
U0Oooo

rEBEEREE A OO

(c 000000000000 DOOO0

2019
oooog
HK$’000
000
Interest on lease liabilities gooooog 441
Depreciation charge of right-of-use assets goooooooo 2,608
Expense relating to short-term leases and other gooooooooOood
leases with remaining lease terms ended on ooooooooooooood
or before 31 December 2019 (included in 00o0oooooooono
administrative expenses) oooooogd 1,058
Total amount recognised in profit or loss oooooooooon 4,107

@

The total cash outflow for leases and future cash
outflows relating to leases that have not yet
commenced are disclosed in notes 35(c) and 37,
respectively, to the financial statements.

(d DoDOoDoDO0O0O0O0O0DOOOODOOO0
0000000000000 0000
0 0 0 35(c)0 370

oo0ooooOoooooo
ooooooo
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goooog

31 December 2019 00000000 O0OOO

16. DEFERRED TAX 16. 000 O
Deferred tax assets EEMEBEE
2019
ooooo
Amortisation of Impairment
Loss available film and TV of financial
for offsetting drama series and
against future Accrued investments contract
profit interests  and products assets Others Total
poooo poopoo ooooo
ooooo 0000 oOoOooooo oooo oad oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo ooo ooo ooo ooo
At 1 January 2019 pooooooooo - - - - - -
Deferred tax credited to the gooooooao
statement of profit or loss opoooooied
during the year (note 10) 6,672 3,636 10,063 802 1,055 22,228
Gross deferred tax assets at oooooo
31 December 2019 oooooooo
oooooooo 6,672 3,636 10,063 802 1,055 22,228
Deferred tax liabilities ELEHREEE
2019
opoooo
Accrual to
cash adjustment
related to
film and TV

drama series

Depreciation of

investments property, plant
and products and equipment Total
ooooo
opogooooo gooooo
opogooooo gooo oo
HK$’000 HK$'000 HK$'000
gono 000 goo
At 1 January 2019 oo0o0ooOoOoOooo - - -
Deferred tax charged to the statement of oooooooOoboboon
profit or loss during the year (note 10) 0ooi1o00 25,203 97 25,300
Gross deferred tax liabilities at oooooooooooooa
31 December 2019 oooooooo 25,203 97 25,300
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16. DEFERRED TAX (continued)

For presentation purposes, certain deferred tax assets
and liabilities have been offset in the statement of financial
position. The following is an analysis of the deferred tax
balances of the Group for financial reporting purposes:

oogoo

31 December 2019 000000000000

16.0 00 Oooo

gooooooooobobooobDooODoon
gboboooboooobOoboooobooooan
goooobOoooooon

2019
agoooo
HK$'000
oono
Net deferred tax assets recognised in the oooooooooooo
consolidated statement of financial position oooooooo 802
Net deferred tax liabilities recognised in the ooooooooDbOooo
consolidated statement of financial position oooooooo 3,874

At 31 December 2019, under the current tax legislation
of other jurisdictions, the Group’s unused tax losses of
HK$131,142,000 (2018: HK$112,106,000) are available
indefinitely for offsetting against any future taxable profits of
the subsidiary in which the losses arose. Under the current
tax legislation of the PRC, tax loss of HK$13,060,000
(2018: HK$13,746,000) can be carried forward for five
years since the year the loss is incurred. This unrecognised
tax loss is loss of approximately HK$13,060,000 (2018:
HK$13,746,000) that will expire at various dates up to and
including 2024 (2018: up to and including 2023).

Deferred tax assets have not been recognised in respect
of the above items as it is not considered probable that
taxable profits will be available against which the above
items can be utilised.

gbooooboooboooooboooan
jdoooooboooooooooono
131,142,0000 OO0 0 0 0 00112,106,000
oomobobobobobobooobooon
gbooobooboobobooboobogo
13,060, 0000 0 000000 DODOOOOO
13,746, 0000 0 00 000D0O0OOOODODO
gboooooobob0onooDnDais,oeo,0000
gobooobooig 7460000 0 MO O0ODO
goooboooooombobooboboboobo
gobobioooooobbobooooogo

gbobooobooobooobooooonn
gboooobooobooobooooba

oo0ooooOoooooo
ooooooo
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31 December 2019 00 00000O0OO0OO

16. DEFERRED TAX (continued)

Deferred tax assets have not been recognised in respect of
the following items:

16. 0 00 Oooo

ggooboboboobooon

2019 2018

OoOoo0oono oooaao

HK$’000 HK$’000

ooo gooo

Unused tax losses gooooooo 144,202 125,852

Pursuant to the PRC Corporate Income Tax Law, a
10% withholding tax is levied on dividends declared to
foreign investors from the foreign investment enterprises
established in Mainland China. The requirement is effective
from 1 January 2008 and applies to earnings after 31
December 2007. A lower withholding tax rate may be
applied if there is a tax treaty between Mainland China
and the jurisdiction of the foreign investors. For the Group,
the applicable rate is 10%. The Group is therefore liable
for withholding taxes on dividends distributed by those
subsidiaries established in Mainland China in respect of
earnings generated from 1 January 2008.

At 31 December 2019, no deferred tax has been
recognised for withholding taxes that would be payable
on the unremitted earnings that are subject to withholding
taxes of the Group’s subsidiaries established in Mainland
China. In the opinion of the directors, it is not probable
that these subsidiaries will distribute such earnings in the
foreseeable future. The aggregate amount of temporary
differences associated with investments in subsidiaries in
Mainland China for which deferred tax liabilities have not
been recognised totalled approximately HK$99,727,000 at
31 December 2019 (2018: Nil).
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oogoo

31 December 2019 000000000000

17. GOODWILL 17. 0 0
HK$'000
oono
At 1 January 2018: ooooooooooo
Cost oo 98,671
Accumulated impairment oooo (43,844)
Net carrying amount gooad 54,827
Cost at 1 January 2018, net of accumulated ooooooooooooog
impairment ooooono 54,827
Impairment during the year goooo (54,827)
Cost and net carrying amount d000oOoooOooooao
at 31 December 2018, 1 January 2019 and oo0ooooobooag
31 December 2019 goooooobooooboaa
opooogooo -
At 31 December 2018, 1 January 2019 and gooooOoOooooooaoa HK$’000
31 December 2019: ooooooooog ooo
oooo0oooooooooo
Cost oo 98,671
Accumulated impairment oooog (98,671)
Net carrying amount oooo -

Impairment testing of goodwill

Goodwill acquired through business combination was
allocated to the following cash-generating unit for

impairment testing:

. Media and culture cash-generating unit

R E R

goobooboOoOOo0o0o0ooooooooo
gbooooobooooon

goboobogoooao

gooO0oooOooocooo
ooooooo
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O0O000n

31 December 2019 00 00000O0OO0OO

17. GOODWILL (continued)

Impairment testing of goodwill (continued)

The recoverable amount of the media and culture cash-
generating unit (“Media and Culture CGU”) has been
determined based on a value in use calculation. In the
opinion of the directors, the existing projects would
generate revenue for the CGU within seven years and
the revenue for the period after seven years is minimum.
The value in use is determined by discounting the future
cash flows to be generated from the film production and
investment projects over the next seven years, using
an average pre-tax discount rate of 22% approved by
management. No projection has been extrapolated for any
subsequent years beyond the 7-year cash flow forecast.

Since the actual box office revenue from the film product
owned by the Media and Culture CGU was significantly
lower than expected revenue, the directors of the
Company adjusted the expected performance of other
films. Since the recoverable amount of the Media and
Culture CGU based on the value in use calculation was
less than the carrying amount, impairment provision of
HK$54,827,000 for goodwill was made during the year
ended 31 December 2018.

Budgeted gross margins — The basis used to determine
the value assigned to the budgeted gross margins is based
on market data and expectations associated with the film
production and investment industry.

Discount rates — The discount rates used are before tax
and reflected current market assessments of the time value
of money and the risks specific to the film production and
investment business.

Revenue - The basis used to determine the value
include budgeted box office revenue and revenues from
other sources based on market data and expectations
associated with the film production and investment
industry.
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18. TRADE RECEIVABLES

oogoo

31 December 2019 000000000000

18. 000000

2019 2018

goooad ogoooo

HK$’000 HK$’000

ooad ooad

Trade receivables gooooo 267,201 7,331
Impairment oo (9,238) (6,633)
257,963 698

The Group’s trading terms with its customers are mainly
on credit, except for new customers, where payment
in advance is normally required. The credit periods are
usually from 30 to 90 days (2018: 30 to 180 days) for
major customers. Each customer has a maximum credit
limit. The Group seeks to maintain strict control over
its outstanding receivables and has a credit control
department to minimise credit risk. Overdue balances are
reviewed regularly by senior management. The Group
generally does not charge interest for credit granted.
The Group does not hold any collateral or other credit
enhancements over its trade receivable balances. Trade
receivables are non-interest-bearing.

The ageing analysis of the trade receivables as at the end
of the reporting period, based on the invoice dates and net
of loss allowance, is as follows:

OoooooOoooOoooo

|

oobooooboooboooboooo
ooboooobooooooobooobooo
gg3ob0eotd 0oodgoosonaisod
ooboooboooboboooobooo
gooooboobooooooooooooo
goboooobooobooboooobooo
ooboooboooobooooboooobooo
oobooobooooboooobooobooo
oobooooboooboobooobooo
goog

ooboooboooboboooboooobooo
oooooboooooo

2019 2018

oooono ooooo

HK$’000 HK$’000

ooo ooagd

Within 1 month 100000 257,963 -
1 to 3 months 10300 - 34
Over 3 months 30000 - 664
257,963 698

oo0ooooOoooooo
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O0O000n

31 December 2019 00 00000O0OO0OO

18. TRADE RECEIVABLES (continued)

The movements in the loss allowance for impairment of
trade receivables are as follows:

18. 00 0000nono

gogooboboboboooooo

2019 2018

ocoood ooood

HK$’000 HK$’000

oo ggo

At beginning of year ooo 6,633 6,840
Impairment losses (note 6) oo0o0ooooed 2,606 164
Exchange realignment gooo 1) (371)
At end of year oog 9,238 6,633

The increase (2018: decrease) in the loss allowance was
due to the following changes in the gross carrying amount:

(i) Increase in the loss allowance of HK$2,606,000
(2018: HK$164,000) as a result of a net increase
in the gross carrying amount after the settlement
of trade receivables and origination of new trade
receivables.

(i) Decrease in the loss allowance of HK$1,000 (2018:
HK$371,000) as a result of exchange realignment.

An impairment analysis is performed at each reporting
date using a provision matrix to measure expected credit
losses. The provision rates are based on days past due for
groupings of various customer segments with similar loss
patterns (i.e., by geographical region, product type and
customer type). The calculation reflects the probability-
weighted outcome, the time value of money and
reasonable and supportable information that is available at
the reporting date about past events, current conditions
and forecasts of future economic conditions. Generally,
trade receivables are written off if past due for more than
one year and are not subject to enforcement activity.
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18. TRADE RECEIVABLES (continued)

Notes to Financial Statements

Ood

0og

31 December 2019 000000000000

18. 000 000ooo

Set out below is the information about the credit risk go0oo00o0ooobOO0oooooboboooon
exposure on the Group’s trade receivables using a oooooooooo
provision matrix:
As at 31 December 2019 0o0ooooooooooon
Past due
oo
Less than 1to Over
Current 1 month 3 months 3 months Total
0o 1000 10300 30000 oo
Expected credit loss rate ooooooad 1.00% 10.00% 50.00% 100.00% 3.46%
Gross carrying amount gogad
(HK$'000) ooooo 260,568 - - 6,633 267,201
Expected credit losses goooooa
(HK$'000) ooooo 2,605 - - 6,633 9,238
As at 31 December 2018 gooooboooboooo
Past due
oo
Less than 1to Over
Current 1 month 3 months 3 months Total
oo 1000 10300 30000 oo
Expected credit loss rate goooooa 0.98% 9.80% 49.80% 100.00% 90.48%
Gross carrying amount oooo
(HK$'000) ooooo 705 - - 6,626 7,331
Expected credit losses oooooo
(HK$’000) ooooo 7 - - 6,626 6,633
oooooooooooo

ooooooo
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goooog

31 December 2019 00000000 O0OOO

19. PREPAYMENTS, OTHER .000000000000004d
RECEIVABLES AND OTHER ASSETS 0
2019 2018
goooo ooood
Notes HK$’000 HK$’000
oo oono oono
Advances to patrons ooooo (@) 133,062 133,105
Amounts due from casinos ooooooo (@) 3,329 3,329
Other receivables oooooog
— Prepayments goooo 25,584 2,965
— Other receivables and oooooobooo (a)
deposits paid oogad 94,046 67,496
Amounts due from directors oooooag (b)
(note 38) 000380 1,094 78
257,115 206,973
Impairment allowance oogdagd (134,550) (134,595)
122,565 72,378
Film prepayments oooooooo (c)
— Prepayment to film directors ooooooood
o0 185,530 163,797
— Prepayment to film and TV oooooooooo
drama series oa 16,643 13,927
202,173 177,724
Impairment allowance ooggd (1,921) (1,921)
200,252 175,803
322,817 248,181

Starlight Culture Entertainment Group Limited
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Notes to Financial Statements

19. PREPAYMENTS, OTHER
RECEIVABLES AND OTHER ASSETS

(continued)

Notes:

(@)

Other receivables and deposits mainly represent rental
deposits, deposits with suppliers and other receivables.
Expected credit losses are estimated by applying a loss
rate approach with reference to the historical loss record of
the Group. The loss rate is adjusted to reflect the current
conditions and forecasts of future economic conditions, as
appropriate. The loss rate applied for advances to patrons
and amounts due from casinos as at 31 December 2019
was 98% (2018: 98%), and the loss rate applied to other
receivables and deposits paid as at 31 December 2019
was 0.4% (2018: 1%).

The amounts due from directors are unsecured, interest-
free and is repayable on demand.

Prepayments to film directors represent advance payments
to directors for their services in the preparation of motion
picture development proposal and the development
cost to be incurred by them in the course of work, while
prepayments to film and TV drama series production
represent the production cost incurred for one movie and
one television series projects in progress.

The movements in the loss allowance for impairment of
prepayments, other receivables and other assets are as

oogoo

31 December 2019 000000000000

19. 000000 00000000
U0Oooo

ood

(a) goOoo0ooOoooOoo0ooOOoOooOoooooon
gooo0oooooooooooooooboo
gooooOOoOoOoOoocoDOOoOoOoooDooo
goooOoooOOoOoobOOoOoooOooooao
goooOO00OmooOoO0OoO0o0O0O00Ob0000
goobOooooOooobOOoooooooan
098wl 0 00 00098%MOOOOOOnO
goooO0oOooDOOoOooOobOOoooooooon
gooooDbo400000DOO1%M

(b) goooobOO0O0o0oooooooobooooo

(c) goobOooooOoooobOOoooooooao
goobOooobOOooobOooooOooooaon
gooooooooooboooooooobooo
goooOooooOoooooooooooan
ooooooboOooog

gooobooooboooooooboooan
goooobog

follows:
2019 2018
ocoood ooooo
HK$’'000 HK$’000
oon ooQ
At beginning of year gog 136,516 137,140
Impairment losses on prepaymentsand OO OO OOOOOOO
other receivable (note 6) 000000 ooen - 1,921
Reversal of impairment losses goooooo - (2,545)
Exchange realignment gooo (45) -
At end of year gog 136,471 136,516

oo0ooooOoooooo
ooooooo
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O0O000n

31 December 2019 00 00000O0OO0OO

20. CONTRACT ASSETS 2000000

2019 2018

goooo ooood

HK$'000 HK$’000

o0on oono

Contract assets arising from: 0o0o0o0oo0oooooood
Revenue from film and TV drama oooOoooooo

series investments and products oooo 146,217 55,404
Impairment oad (1,462) (554)
Exchange realignment oooagd 2) -
144,753 54,850

Contract assets are initially recognised for revenue earned
from film and TV drama series investments and products
as the receipt of consideration is conditional on successful
completion of film and TV drama series exhibition and
release to all distribution sources. Upon completion of
film and TV drama series exhibition and release to all
distribution sources, the amounts recognised as contract
assets are reclassified to trade receivables. The increase in
contract assets in 2019 and in 2018 was the result of the
new release of films and TV drama series at the end of the
years.

During the year ended 31 December 2019, HK$1,462,000
(2018: HK$554,000) was recognised as an allowance for
expected credit losses on contract assets.

Starlight Culture Entertainment Group Limited
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31 December 2019 000 0O00O00O0O0OO

20. CONTRACT ASSETS (continued) 2000000000
The expected timing of recovery or settlement for contract 00o0oooDoDoDooo0Oo0Oooooooon
assets as at 31 December is as follows: 0oo0ooo

2019 2018
ooooo goooo
HK$’000 HK$’000
oono oono
Within one year ooo 144,753 54,850

The movements in the loss allowance for impairment of ooDoOOo0oDOOoOobOoOOoooogno

contract assets are as follows:

2019 2018

goooo ooood

HK$’000 HK$'000

ooo oono

At beginning of year goog 554 -
Impairment losses, net (note 6) 0o0ooooogooed 963 554
Exchange realignment oooo (55) -
At end of year ooo 1,462 554

gooO0oooOooocooo
ooooooo 198
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31 December 2019 00 00000O0OO0OO

20. CONTRACT ASSETS (continued)

An impairment analysis is performed at each reporting
date using a provision matrix to measure expected credit
losses. The provision rates for the measurement of the
expected credit losses on the contract assets are based
on those of the trade receivables as the contract assets
and the trade receivables are from the same customer
bases. The provision rates for contract assets are based
on days past due of trade receivables for groupings of
various customer segments with similar loss patterns (i.e.,
by geographical region, product type and customer type).
The calculation reflects the probability-weighted outcome,
the time value of money and reasonable and supportable
information that is available at the reporting date about
past events, current conditions and forecasts of future
economic conditions.

Set out below is the information about the credit risk
exposure on the Group’s contract assets using a provision
matrix:

200 00 00ooo

gboooooboooobooboboobobogoo
gboboooboobooooooboooan
goboobOoobobooobOoobooan
gooobOoooboooooooboooan
goboobooooboooobooooboooan
gooboobooOoOOoOo0oooooooooo
goooobooobobobooooooon
gooomobooobooooobooooobooon
gbobooobooooboooboooboon
gobooooobobooooobobooooon

goooobOoOoOo0o0o0ooooooooDon
goooooboooooo

2019 2018

ooood ooood

Expected credit loss rate gooooogo 1% 1%
Gross carrying amount (HK$’000) goooooooon 146,217 55,404
Expected credit losses (HK$’000) ooooooooooon 1,462 554

Starlight Culture Entertainment Group Limited
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31 December 2019 000000000000

21. FILM AND TV DRAMA SERIES 2. 00000000000
INVESTMENTS AND PRODUCTS
(@) Film and TV drama series investments (a) EXRERBRE
2019 2018
goood goood
HK$’000 HK$’000
oon opod
Cost: goo
At 1 January ogpoooo 133,772 -
Additions oo 525,623 133,772
Disposal* gogx (289,199) -
Exchange realignment gooo (675) -
At 31 December gooooogono 369,521 133,772
Accumulated amortisation goooooo

and impairment

At 1 January ooooo (28,597) -
Amortisation during the year gooo (92,592) (18,241)
Reversal of impairment loss/ goooooooo
(impairment loss) during theyear O OO0 OO 10,356 (10,356)
Exchange realignment oooo 1,031 -
(109,802) (28,597)
Net carrying amount: gooooo
At 31 December oooooood 259,719 105,175

gooO0oooOooocooo
ooooooo 200
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O0O000n

31 December 2019 00 00000O0OO0OO

21. FILM AND TV DRAMA SERIES
INVESTMENTS AND PRODUCTS

(continued)

(@ Film and TV drama series investments
(continued)

* During the year ended 31 December 2019,
the Group is entitled to proceeds from sale of
certain TV series investments of approximately
HK$446,521,000 (including tax) based on the sales
agreements. The Group has recognised the net gain
of approximately HK$127,476,000 as revenue from
sale of TV drama series investments (note 5).

The Group reviews its film and TV drama series
investments and products regularly to assess
if there is any indicator of impairment and the
related recoverable amount with reference to the
marketability of each film and TV drama series
current market conditions. The recoverable amount
of the film investments and TV drama series was
determined on a title-by-title basis.

The Group assessed that there were impairment
indicators of five film investments because of the
change of comparable market information and
expected performance. Since the recoverable
amount of these films (HK$194,241,000) based on
the value-in-use calculation was higher than the
carrying amount (HK$153,868,000), no impairment
provision (2018: HK$10,356,000) for the film
investments was made during the year ended 31
December 2019.

Starlight Culture Entertainment Group Limited
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21. 0000000000 0ooo

EXRERBRE 00

* oooooooooooooonoo
goooooOoocO00oooooOoooon
ooooooOooocoooooooa
446,521.0000 00 OO0 MOODOOODO
oooooi1z74re0000 000000
ooooOoO0000oo0Oooosm

gbobobobobobobobo
gbobobobobobobobo
ddodooobooooooooooo
dddoooooobooooooo
gooobooboooooooooboobo

goooboboboooooooooboobo
gooobooboooooooooboobo
goobooooobboooooboao
O000194,241,0000 00000000
gi1s53,868.0000 0 tooooooon
obobobobobobobobo
ooooooboooboobooogo,356,000
oo
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21. FILM AND TV DRAMA SERIES
INVESTMENTS AND PRODUCTS

(continued)

(a)

Film and TV drama series investments
(continued)

The recoverable amount of film investment was
determined based on a value in use calculation
which uses the present value of the expected
future cash flows arising from the pre-determined
share of proceeds of the film which was derived
from discounting the projected future cash flows
at a discount rate of 18% (2018: 22%). Key
assumptions for the value in use calculations related
to the estimation of cash inflow/outflow include the
budgeted box office revenue, revenues from other
sources, distribution expenses and discount rate.
Such estimation is based on the historical box office
of the same director and main cast members, the
market comparable data of films with the same
theme, and management’s expectations of the
market development. The discount rate used are
before tax and reflected current market assessment
of the time value of money and the risks specific to
the film production and investment business, and
also the life cycle of the specific film.

As at 31 December 2018, impairment provision of
HK$10,356,000 for a film investment was made. As
at 31 December 2019, since the recoverable amount
of the film investment (HK$2,497,000) based on the
value in use calculation was more than the carrying
amount (HK$1,635,000), the impairment provision of
HK$10,356,000 for the film investment was reversed.

oogoo

31 December 2019 000 00C0O0O0OO0O0OO

21. 0000000000 0ooo

EXRERBRE 00

obobobobobobobobo
ooobob1is»uooooooooon
gbobobobobobobobo
dooooooooooboobobooao
gobod22bb00oboobobogoo
obobobobobobobobo
goboooboobooobobooooo
dddodooboooooooooo
ddoddoooooobooooooao
gbobobobobobobobo
ooboooooobobooooboboo
obobobobobobobobo
ddddooooobooooogooo
gobooo

gobboooobbooooboboao
gbooobob0O0ooDbio,356,0000
gooboobooooooooooboo
gooboooboobobooobooboo
googz497.00000000D0O0O0O
gi1e350000 0 @O0poooOoOooDOO
0 0 010,356,0000 0O

oo0ooooOoooooo
ooooooo
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\D PRODUCTS

(b) Film products

21. 0000000000 Oooo

2018
ooooao
HK$’000
oono
Cost: oo
At 1 January oooaoa 16,855
Exchange realignment gooo 336
At 31 December gooooooo 17,191
Accumulated amortisation and oooooooo
impairment:
At 1 January goooo (173)
Impairment during the year gooo (17,018)
At 31 December gooooooo (17,291)
Net carrying amount: ooooo
At 31 December goooooooo -

Starlight Culture Entertainment Group Limited
Annual Report 2019
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31 December 2019 000 00C0O0O0OO0O0OO

21. FILM AND TV DRAMA SERIES
INVESTMENTS AND PRODUCTS

(continued)

21. 0000000000 0ooo

(b) Film products (continued) b) EXEm OO

The Group reviewed its film products regularly to
reassess the estimated recoverable amount of the
film products with reference to the marketability
of each film and current market conditions. The
recoverable amount of the film products was
determined on a title-by-title basis and is based on a
value in use calculation which uses the present value
of the expected future cash flows arising from the
licensing and distribution of the film products after
the completion of film production, which was derived
from discounting the projected future cash flows at a
discount rate of 27%.

Key assumptions for the value in use calculations
related to the estimation of cash inflow/outflow
include the budgeted revenue and gross margin,
growth rate and discount rate. Such estimation
is based on the historical box office of the same
director and main cast members, the market
comparable data of films with the same theme,
and management’s expectations of the market
development.

In the year ended 31 December 2018, the Group
assessed that there were impairment indicators
because the actual box office revenue from
the film was significantly lower than expected
revenue. Since the recoverable amount based on
the aforementioned value in use calculation was
less than the carrying amount, impairment loss of
HK$17,018,000 for the film product was made
during the year ended 31 December 2018. During
the year ended 31 December 2019, there was no
changes of the actual performance of the film.

oboboboobobobobobo
obobobobobobobobo
jdddoooooooobooooo
gbobobobobobobobo
oooboooooooooooooao
obobobobobobobobo
27%0 0000000000000

gbobobobobobobobo
gbobobobobobobobobo
gobooobOobooboooooooo
ddoddoooooooobooooao
obobobobobobobobo
goooo

obobobobobobobobo
gboooooodooooooogo
gboooooobbooobboboo
dddoooooooooooboao
gbobobobobobobobo
ddddbooodoooooooooao
1v,018,00000 0000 DOODOOOOOO
dodoooboooooooooo
oo

oo0ooooOoooooo
ooooooo
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31 December 2019 00 00000O0OO0OO

22.

23.

CASH AND CASH EQUIVALENTS

2. 000000000

2019 2018
oooog ooooo
HK$’000 HK$'000
oood ood

Cash and bank balances goooooo
Denominated in RMB oooooo 18,595 1,569
Denominated in HK$ ooooo 15,273 9,093
Denominated in AUD ooooo 76 78
Denominated in US$ ooood 146,460 16,167
Cash and cash equivalents Oooooooono 180,404 26,907

At the end of the reporting period, the cash and bank
balances of the Group denominated in RMB amounted
to approximately HK$18,595,000 (2018: HK$1,569,000).
The RMB is not freely convertible into other currencies,
however, under Mainland China’s Foreign Exchange
Control Regulations and Administration of Settlement, Sale
and Payment of Foreign Exchange Regulations, the Group
is permitted to exchange RMB for other currencies through
banks authorised to conduct foreign exchange business.
Cash at banks earns interest at floating rates based on
daily bank deposit rates.

TRADE PAYABLES

An ageing analysis of the trade payables as at the end

gdodddoboooodouououoooooo
gobooooaasses0000 000 00O0O0OO
1,569, 00000 (OO0 0OOOOOODOOO
gooboboboobobobobobonn
goobobobOobOobobobobonn
goooobooOoOoo0o0ooooooooo
gboooboooobooobooooboooon
gpoooood

23. 000000

gbooopbooooobooooboooon

of the reporting period, based on the invoice date, is as goooogo
follows:

2019 2018
ooooo ooood
HK$’000 HK$’000
ooo gono
1 to 3 months 10300 - 21
Over 3 months OooOo30ad 3,162 3,198
3,162 3,219

Starlight Culture Entertainment Group Limited
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24.

Notes to Financial Statements

oogoo

31 December 2019 000000000000

TRADE PAYABLES (continued) 23. 000000000
The trade payables are unsecured, interest-free and gboooobooobobobooooboooon
normally settled base on the terms of the contract. The ooooooDooDooDooDoooooonoan
fair values of trade payables as at the end of the reporting Jo00ooDo0oooooDOoooooDDooooo
period approximated to their corresponding carrying ooo
amounts due to their relatively short maturity terms.
OTHER PAYABLES AND ACCRUALS 24. 000000000 0O0O
Current BDHA
2019 2018
goooo ooood
HK$’000 HK$’000
oon oono
Amounts due to casinos goooooooo 2,478 2,478
Amounts due to patrons gooboooo 1,176 1,176
Other payables and accruals goooooooood 145,971 22,423
149,625 26,077

Other payables and accruals are unsecured, interest-
free and repayable on demand. The fair values of other
payables at the end of the reporting period approximated
to their corresponding carrying amounts.

gboboooobooooboooboooooon
goooooooboooooooboooan
gooooboooboooo

Non-current JEENHA
2019 2018
OoOoo0oo oooaao
HK$’000 HK$’000
ooo ooo
Other payables oooooo - 1,552

There are no non-current other payables or accruals at 31
December 2019 (2018: HK$1,552,000).

gooooboOoOooooooooooon
gobobOoOo0o0oooooboooooi,552,000
gom

gooO0oooOooocooo
ooooooo
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31 December 2019 00000000 O0OOO

25. CONTRACT LIABILITIES 25.0000
31 December 31 December 1 January
2019 2018 2018
ogoooo goooo googo
ooooooo goooooo gooa
HK$’000 HK$’000 HK$’000
oono ooo aooo
Short-term advances oooooooono
received from customers

Sale of film investments O OO OO0O0O

and rendering of goooon
related services 71,936 - -
Sale of goods oooo - 1,290 1,024

Contract liabilities include short-term advances received
from customers to transfer film investments, provide
related services and deliver products.

The increase in contract liabilities in 2019 was mainly due
to the increase in advances received from customers in
relation to the sale of film investments. The increase in
contract liabilities in 2018 was mainly due to short-term
advances received from customers to deliver products.

26. AMOUNTS DUE TO NON-
CONTROLLING SHAREHOLDERS OF
SUBSIDIARIES

gbooooboooboooooboooan
goboooboooboooobog

gbooopoobooooboooobooon
gbooboobooboooobooboooon
gooooboOoOooooooooooon
gooo

6. 000000 boooboagn

2019 2018
oooog ooooo
HK$’000 HK$’000
oood odd
Amounts due to non-controlling goooooooooood
shareholders of subsidiaries 20,900 20,900

The amounts due to non-controlling shareholders of
subsidiaries are unsecured, interest-free and have no fixed
maturity date.
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27. INTEREST-BEARING BANK AND

OTHER BORROWINGS

Effective
interest
rate (%) Maturity HK$'000
0000 (%) ogd 000
Current oo
Borrowings - unsecured 0 00O 0D (note b) 3-10 2019 130,947
ooobo ooooa
Film investmentloans 000000 (note c) 6 2019 27,740
0ogcO oooog
158,687
Convertible bonds ooooo (note 29) 31 2019 266,821
000290 ooooa
425,508
Non-current ooo
Bankloan-secured 00000000 (note ) - - -
000al
Borrowings -unsecured 000000 (note b) - - -
ooobo
Film investmentloans 000000 (note c) 4-11.25 2020-2021 113,433
oogcO goooog
goooo
113,433
538,941
0oOoo0oO0oOooDoOoo
ooooooo
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31 December 2019 00 00000O0OO0OO

27. INTEREST-BEARING BANK AND
OTHER BORROWINGS (continued)

27. 00000000 0ooo

2019 2018
goooo ooood
HK$’'000 HK$'000
ooo oono
Analysed into: ooooooono
Bank loans: oooono
In the second year oooao 71,384 -
71,384 -
Other borrowings repayable: 0o0oooooo
Within one year ooo 211,827 158,687
In the second year gooo 78,490 63,389
In the third to fifth years, inclusive ooooooon
oooooooo - 50,044
290,317 272,120
361,701 272,120
Notes: ooo

(@) The bank loan of HK$71,384,000 (2018: Nil) as at 31
December 2019 was secured by the pledge of 100% of
the Group’s equity interest in its wholly-owned subsidiary,
namely Starlight Culture Entertainment Limited, and 100% of
the membership interests in a film producer, which is owned
by a film director. Interest was charged at LIBOR plus 2.5%
per annum.

(b)  The current interest-bearing loans amounted to
HK$122,343,000 as at 31 December 2019 which bear
interest at rates from 3% to 10% per annum and are
repayable in 2020.The newly borrowed non-current loans
amounting to HK$55,114,000 which bear interest rate from
3% to 6% per annum are repayable in 2021.

(c) The film investment loans represented loans from the film
investors which bear fixed interest at rates from 3% to 6%
per annum. The repayment dates are subject to the release
dates of films.

Starlight Culture Entertainment Group Limited
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(a) Oo0OoooO0oDO0ooDOOoooOoDooOOD
71,384,0000 DO O ODDOOOOOOODOO
00000000000 Starlight Culture
Entertainment Limited0 D 0000 O00O0OO
000000000 0O0oO0DoDOooooooOoO
000000 0000000000025%
oooooo

(b) gooooOOoO0ooOOoO0OoOOoOooOooooon
00 0122,343,0000 OO0 OO O 0O 0O3%0
00 000000000000 0000O0
Ogo0000s5,1140000 000000003%
06O 00000000000
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31 December 2019 000000000000

27. INTEREST-BEARING BANK AND 27. 00000000000
OTHER BORROWINGS (continued)
Certain film investment loans also bear variable interest ooo0o0ooOoooOooOoooooOooOon
rates depending on the box office revenue generated from 00000doooooooooooooon
the films, which are derivative components and should be 0000000000000 O0O0O0OO0On
separated from the film investment loans and measured goooooboOoooooo

at fair value. The summary of movements in the derivative
component of the film investment loans is as follows:

Derivative financial liabilities PTESREE
2019 2018
goooo ooood
HK$’000 HK$’000
oono oono
At 1 January ooood - -
Change in fair value of derivative oooooooooon
financial liabilities 15,144 -
At 31 December oooooood 15,144 -
Changes in the fair value of the derivative component of gooo0o0oooobOOooooobOogoo
the film investment loans amounting to HK$15,144,000 goi5,144 0000 00 00 0b0OooooooO
(2018: Nil) were charged to the statement of profit or loss dodoooDooooDooDOooOooOoooon
during the year. In the opinion of the directors, the fair goooooboooooo

value of the derivative component was considered to be
insignificant in 2018.

oo0ooooOoooooo
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31 December 2019 00 00000O0OO0OO

28. PROMISSORY NOTE 28. 0000

The carrying value of the promissory notes measured at 0o0oDoo0oDOoOoooOooboooood
amortised cost is as follows:

2019 2018
oooog oooood
HK$’000 HK$’000
oono 000
At 1 January ogoooo 17,000 95,226
Interest oo 15,871 1,368
Recognition of a promissory note goooO0ooooDbOoooo
measured at fair value (note a) OO00daO - (91,431)
Gain on derecognition of a promissory 000000000000
note measured at amortised cost 00000000 O0dab
(note a) - (5,377)
Issuance of promissory notes goooOoooooObddOceO
(note b, note c) 266,989 17,000
Repayment of principal during theyear OO0 00000 O0ObdOOcO
(note b, note c) (274,998) -
Repayment of interests duringtheyear OO OO OO0 OObOOOcO
(note b, note c) (13,924) -
Exchange realignment gooo 9 214
At 31 December oooooood 10,947 17,000
Less: Interest payable including in other OOO O OOOOOOO
payables and accruals opooOogooooo (1,947) -
9,000 17,000
The carrying value of the promissory notes measured at 0oooo0ooDooooooooooo
fair value is as follows:
2019 2018
ooood ooood
HK$'000 HK$’000
oono 000
At 1 January ogoooo - -
Recognition of a promissory note goooooooo
measured at fair value (note a) 0o0ooogdgdad - 91,431
Gain on change in fair value of goooooooood
a promissory note - (91,431)
At 31 December goooooooo - -
9,000 17,000
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28. PROMISSORY NOTE (continued)

Notes:

@)

On 13 December 2017, the Company issued a promissory
note with a principal amount of US$12,884,615 (equivalent
to HK$100,500,000), as part of the consideration for the
acquisition of entire equity interests in the Starlight Legend
Group. The promissory note was unsecured, interest-free
and had a maturity date of 12 December 2018.

As at 31 December 2017, the promissory note was
measured at amortised cost using the effective interest rate
method with the effective interest rate at 6% per annum.

On 29 March 2018, the Group entered into a side letter with
the existing promissory note holder and agreed that:

(i) both parties shall jointly appoint an independent
valuer, to conduct a valuation of the Starlight Legend
Group as at 31 December 2018 (the “Updated
Valuation”). The determination by the independent
valuer shall be final and binding on the existing
promissory note holder and the Company.

(ii) If the Updated Valuation is less than US$25,000,000,
the promissory note holder irrevocably, unconditionally,
and absolutely agrees to waive and forgo the principal
amount of the promissory note payable by the
Company under the promissory note to the extent
of an amount equal to the difference between the
Updated Valuation and US$25,000,000.

(i)  The due date of the promissory note shall be
extended until 12 December 2019.
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28. PROMISSORY NOTE (continued)

Notes: (continued))

(@)

(continued)

The repayment amount of the promissory note is then
contingent based on the valuation of the Starlight Legend
Group as of 31 December 2018. Therefore, the promissory
note was changed from financial liabilities at amortised cost
to a hybrid instrument which was designated as a financial
liability measured at fair value through profit or loss, with a
gain of HK$5,377,000 at the date of derecognition of the
promissory note measured at amortised cost.

As at 31 December 2018, the Group and the promissory
note holder involved an independent valuer to conduct a
valuation of Starlight Legend Group as at 31 December
2018. Based on the valuation results, a gain of
HK$91,431,000 on change in fair value of the promissory
note was recognised.

The valuation of the Starlight Legend Group was calculated
based on the discounted cash flow method and the key
assumptions included discount rates, growth rates, forecast
revenue and gross margins. Such estimation is based on
the historical box office of the same director and main
cast members, the market comparable data of films with
the same theme, and management’s expectations of the
market development.

A significant increase in the estimated cash inflow and
the growth rates in isolation would result in a significant
increase in the fair value of the promissory note. A
significant decrease in discount rates in isolation would
result in a significant increase in the fair value of the
promissory note.
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28. PROMISSORY NOTE (continued)

Notes: (continued)

(o)

On 28 December 2018, the Group issued a promissory
note which was measured at amortised cost using the
effective interest rate method with the effective interest rate
at 10% per annum, a principal amount of HK$17,000,000
as part of the consideration for the redemption of Tranche
1 Convertible Bonds (note 29). The promissory note was
unsecured, with a maturity date of 28 January 2019. In
April 2019, the repayment date of the promissory note was
extended to 28 April 2020. In September 2019, the Group
signed an agreement with a share subscriber and the
promissory note holder to settle the promissory note with a
principal amount of HK$17,000,000 and interest amounting
to HK$1,290,000 by the share subscriber.

On 2 January 2019, the Group issued promissory notes
which were measured at amortised cost using the
effective interest rate method with the effective interest
rate at 15% per annum with a total principal amount of
HK$266,989,000 for repaying the Tranche 1 Convertible
Bonds (note 29). The maturity date of the promissory
notes was 28 April 2020. During the year ended 31
December 2019, the Group repaid the promissory notes
with a principal amount of HK$257,998,000 and interest
amounting to HK$12,634,000.
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29. CONVERTIBLE BONDS

8% coupon Tranche 1 Bonds due 2018

On 5 November 2015, the Company entered into
a subscription agreement with seven independent
investors (“Subscribers”) to conditionally issue the 3
years redeemable convertible bonds of the Company in
an aggregate principal amount of HK$365,000,000 at
8% coupon rate per annum. On 2 December 2015, the
subscriptions were completed and convertible bonds
of HK$315,000,000 were issued with maturity on 1
December 2018 (the “Tranche 1 Convertible Bonds”) by
the Company to certain Subscribers (“Bondholders”).
The consideration of the Convertible Bonds was used
as general working capital of the Group and as funds for
future development of the existing business of the Group,
including development of the entertainment and gaming
business in Australia and Cambodia.

The Tranche 1 Convertible Bonds are denominated in
Hong Kong dollars and are convertible at the option of
the Bondholders at any time on or after the 90th day of
the date of issuance up to and prior to the maturity date
of 1 December 2018, into new shares of the Company at
a price of HK$5 per share, subject to adjustment on the
occurrence of a dilutive or concentrative event. Upon full
conversion, a total of 63,000,000 new ordinary shares
would be issued by the Company. The Company shall
redeem any Tranche 1 Convertible Bonds which remain
outstanding on the maturity date at its principal amount
together with the outstanding interest.

In November 2018, the repayment date of the remaining
Tranche 1 Convertible Bonds was extended to 2 January
2019 with the effective interest rate of approximately 8%.
In January 2019, the Company has settled all remaining
convertible bonds amounting to HK$266.8 million
(including a principal amount of HK$255 million and
interest payable amount of HK$11.8 million) by issuance
of promissory notes a with principal amount of HK$267.0
million which bear interest at a rate of 15% per annum.
And the details of the promissory notes please refer to
note 28.
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29. CONVERTIBLE BONDS (continued) 2. 00000000
8% coupon Tranche 1 Bonds due 2018 RE-EBE-NFEHZ2E -#HIBHEE
(continued) fﬁ#ﬂ oo
The Tranche 1 Convertible Bonds recognised in the 00o0o0oODODOoOOoOOOoOOoO0Oooooooon
consolidated statement of financial position at the date of 0ooCoOoOODODOO0OO0oOoOoOoooooDoo

issuance on 2 December 2015 are calculated as follows:

Tranche 1
Convertible Bonds
oooooooo

HK$’000
oono

Nominal value of the convertible goooooooooo

bonds issued 315,000
Equity component on initial recogniton OO0 OO0O00OOOOOOOOODOOO

upon issuance of Convertible Bonds -
Derivative component on initial go0oooooooooooooon

recognition upon issuance of

Convertible Bonds (147,720)
Liability component at the issuance date OO0 0000000 167,280

oo0ooooOoooooo
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29. CONVERTIBLE BONDS (continued)

8% coupon Tranche 1 Bonds due 2018

(continued)

The Tranche 1 Convertible Bonds contain a liability
component and a derivative component. The derivative
component is measured at fair value on initial recognition
while any excess of proceeds over the amount initially
recognised as the derivative component is recognised as a
financial liability. The fair value of the derivative component
of the Tranche 1 Convertible Bonds at the issue date was
valued by an independent valuer. The fair value of the
derivative financial liability valued by the independent valuer
is based on valuation technique whose variables include
that uses only data from observable market. The effective
interest rate of the liability component is approximately
31% per annum.

The carrying values of the liability component of
the Tranche 1 Convertible Bonds recognised in the
consolidated statement of financial position at the end of
the reporting period are as follows:

Tranche 1 Convertible Bonds

29. 00 00Uooo

RIE-—NFEHZ2E - HUBNEE
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goboooooobooooobOooooon
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goobooboooOOoOoOoOooooooooo
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F—H TRKREF

2019 2018

ooooo ooood

HK$’000 HK$’000

oono oono

At 1 January goooo 266,821 256,562
Interest expense ooaoao 168 85,544
Interest paid gooo - (15,285)
Redemption during the year oooo (266,989) (60,000)
At 31 December (note 27) goooobobboooa2rg - 266,821

Categorised as: oooo

Convertible bonds - current liabilities gooooooooo - 266,821

The interest charge of the Tranche 1 Convertible Bonds for
the year ended 31 December 2019 is calculated using the
effective interest method by applying an effective interest
rate of approximately 8% (2018: 31%) to the liability
component.
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29. CONVERTIBLE BONDS (continued)

8% coupon Tranche 1 Bonds due 2018

(continued)

A summary of movements in the derivative component of
the Tranche 1 Convertible Bonds is as follow:

oogoo
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2018
ooood
HK$’000
oon
At 1 January 2018 oooooooooo 36,153
Change in fair value of derivative goooooooood
financial liabilities (36,153)

At 31 December 2018

goooobbOOoOo0ooOogo -

8% coupon Tranche 2 Bonds due 2022

On 26 April 2019, the Company entered into subscription
agreements with three independent investors
("bondholders”) to issues the 3 years unsecured
redeemable bonds (the “Tranche 2 Convertible Bonds”)
with conditional conversion rights in an aggregate
principal amount of HK$180,000,000 at an 8% annually
compounded interest rate, which should be payable on
25 April 2022. The subscription was completed on 26
April 2019. The consideration of the Tranche 2 Convertible
Bonds was used to settle the promissory notes.

The Tranche 2 Convertible Bonds were denominated in
Hong Kong dollars and were convertible at the option of
the bondholders at any time after the date of issuance up
to and including the date which was five business days
prior to the maturity date of 25 April 2022, into new shares
of the Company at a price of HK$2.50 per share, subject
to adjustments.
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29. CONVERTIBLE BONDS (continued)

8% coupon Tranche 2 Bonds due 2022

(continued)

The Tranche 2 Convertible Bonds contain a liability
component and a derivative component. The Group
chooses to designate the entire Tranche 2 Convertible
Bonds as financial liabilities measured at fair value through
profit or loss at the initial date of recognition. The fair value
of the Tranche 2 Convertible Bonds at the issue date was
valued by an independent valuer. The fair value of the
Tranche 2 Convertible Bonds valued by the independent
valuer was based on valuation technique whose variables
include only data from observable market. The risky rate
used for valuation is 8.16% per annum.

In June 2019, the Tranche 2 Convertible Bonds at a
principal amount of HK$180,000,000 were fully converted
into ordinary shares of the Company and the total number
of ordinary shares issued was 72,000,000. On the date
of conversion, the fair value of the Tranche 2 Convertible
Bonds was HK$180,548,000 (Note 30).
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29. CONVERTIBLE BONDS (continued)

30.

8% coupon Tranche 2 Bonds due 2022

(continued)

The summary of movements of the Tranche 2 Convertible

Bonds is as follows:

Tranche 2 Convertible Bonds

Notes to Financial Statements
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29. 00 000Uooo
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FoM A RREF

2019
goooo
HK$'000
oono
At 1 January goooo -
Recognition at fair value oooooooo 180,000
Loss on change in fair value ooooooo 548
Conversion during the year gooo (180,548)
At 31 December goooooao -
SHARE CAPITAL 30. 00O
Shares &)
2019 2018
goooa goooa
Number of Number of
shares  Nominal value shares ~ Nominal value
oooo oo oooo oo
HK$'000 HK$'000
0oo goo
Authorised: oano
Ordinary shares of HK$0.1 each 000001000000 20,000,000,000 2,000,000 20,000,000,000 2,000,000
Issued and fully paid: goooooo
Ordinary shares of HK$0.1 each gooogdolooOOono 823,564,799 82,356 673,564,799 67,356
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30. SHARE CAPITAL (continued)

A summary of movements in the Company’s share capital

30. D 0ooo

gooobobobobo

is as follows:
Number of
shares in issue Share capital
ooooooano oo
HK$’000
ooo
At 1 January 2019 gooooooooo 673,564,799 67,356
Shares issued upon conversion of gooooooooooood
convertible bonds (note a) 000 gddad 72,000,000 7,200
Shares issued upon share oo0oooooooooo
subscription (note b) 0oo0bd 78,000,000 7,800
At 31 December 2019 0O00000o0o00ooooon 823,564,799 82,356

Notes:

ood

During the year ended 31 December 2019, the Tranche 2
Convertible Bonds were converted to a total of 72,000,000
ordinary shares in the Company. On the date of conversion,
the fair value of the Tranche 2 Convertible Bonds was
HK$180,548,000. HK$7,200,000 was transferred to share
capital and a balance of HK$173,348,000 was transferred
to the share premium account.

During the year ended 31 December 2019, the Company
issued 78,000,000 shares at HK$2.5 per share for a total
consideration of HK$195,000,000, which was fully settled.
HK$7,800,000 was transferred to share capital and a
balance of HK$187,200,000 was transferred to the share
premium account.
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31. SHARE OPTION SCHEME

At the annual general meeting of the Company on 1
June 2012, an ordinary resolution to propose a new
share option scheme (the “2012 Share Option Scheme”)
was passed. The 2012 Share Option Scheme was thus
approved and adopted at the general meeting and
subsequent approval was granted by the Stock Exchange.
The 2012 Share Option Scheme is valid and effective
for 10 years commencing from the adoption date (i.e., 1
June 2012). The number of shares, which may be issued
upon exercise of all outstanding options granted under the
2012 Share Option Scheme and other schemes adopted
by the Group, is not permitted to exceed 30% of the
shares of the Company in issue at any point in time. The
total number of shares in respect of which options may
be granted under the 2012 Share Option Scheme and
other schemes adopted by the Group in aggregate is not
permitted to exceed 10% of the shares of the Company in
issue at the adoption date. The total number of shares in
respect of which options may be granted to any individual
is not permitted to exceed (i) 0.1% of the shares of the
Company in issue, and (i) HK$5,000,000 in aggregate
value based on the closing price of the shares at the date
of each grant, in any 12-month period unless such grant
is approved by independent shareholders at a general
meeting.
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31.

32.

SHARE OPTION SCHEME (continued)

Consideration of HK$1 is payable by the grantee on
the acceptance of options granted. An option may be
exercised from the date of acceptance of the offer of such
option to the earlier of the date on which such option
lapses and 10 years from the offer date of that option.
The exercise price is determined by the directors of the
Company, and will not be less than the higher of the
closing price of the shares on the Stock Exchange on
the date of the grant of the options, and the average of
the closing prices of the shares for the five trading days
immediately preceding the date of the grant of the options.

Since the adoption of the above scheme, no share options
have been granted under the 2012 Share Option Scheme
up to 31 December 2019.

RETIREMENT BENEFIT SCHEMES

The Group participates in the Mandatory Provident Fund
Scheme (the “MPF Scheme”) established under the
Mandatory Provident Fund Ordinance in December 2000.
The assets of the scheme are held separately from those
of the Group, in funds under the control of trustees.

The retirement benefit scheme contributions charged to
profit or loss represent contributions payable to the MPF
Scheme by the Group at specified rates.

The employees of one of the Group’s subsidiaries which
operates in Mainland China are required to participate
in a central pension scheme operated by the local
municipal government. The contributions are charged to
the statement of profit or loss as they become payable in
accordance with the rules of the central pension scheme.

During the year ended 31 December 2019, the retirement
benefit scheme contributions were approximately
HK$594,000 (2018: HK$406,000).
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33. RESERVES

The amounts of the Group’s reserves and the movements
therein for the current and prior years are presented in the
consolidated statement of changes in equity.

Share premium

The share premium of the Group represents the amount
subscribed for share capital in excess of nominal value.

Statutory reserve fund

In accordance with the relevant PRC regulations applicable
to wholly-foreign-owned companies, certain entities within
the Group are required to allocate a certain portion (not
less than 10%), as determined by their Boards of Directors,
of their profit after tax in accordance with PRC GAAP to
the statutory reserve fund (the “SRF”) until such reserve
reaches 50% of the registered capital.

The SRF is non-distributable other than in the event of
liquidation and, subject to certain restrictions set out
in the relevant PRC regulations, can be used to offset
accumulated losses or be capitalised as issued capital.
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34.

RESERVES (continued)

Statutory reserve fund (continued)

In accordance with the relevant regulations and the
articles of association, a subsidiary registered in the
PRC as a domestic company is required to appropriate
10% of its net profit (after offsetting accumulated losses
from prior years) to the statutory surplus reserve. After
the balance of such reserve reaches 50% of the entity’s
capital, any further appropriation is at the discretion of the
Company. The statutory surplus reserve can be utilised to
offset accumulated losses or increase capital. However,
the balance of the statutory surplus reserve must be
maintained at a minimum of 25% of the capital after such
usages.

PARTLY-OWNED SUBSIDIARIES
WITH MATERIAL NON-
CONTROLLING INTERESTS

Details of the Group’s subsidiaries that have material non-
controlling interests are set out below:

Siok

34.

U0Oooo

EEmER OO

00000000 O000000000000
000000 D0O00000000O010%] O
000000000000 O00000000
0000000000000 0050%000
00000000000000000000
00000000 000000000000
0000000000000 O0O000000
000000 025%0
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2019 2018
oooon ooooao
Percentage of equity interest held by 00o00oooOoooooooo
non-controlling interests:
Jimei Entertainment Cambodia Jimei Entertainment Cambodia
Development Limited Development Limited 49% 49%
Marshall Holding, LLC Marshall Holding, LLC 49% 49%
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oogoo

31 December 2019 000 0O00O00O0O0OO

CONTROLLING INTERESTS (continued)

4. 0000000000000 0
U0Oooo

2019 2018
ooooo ooooao
HK$’000 HK$’000
ooo 000
Profit/(loss) for the year allocated to ooooooooood
non-controlling interests: ooobogom
Jimei Entertainment Cambodia Jimei Entertainment Cambodia
Development Limited Development Limited - 477
Marshall Holding, LLC Marshall Holding, LLC (682) (4,278)
Accumulated balances of oo0oooooooog
non-controlling interests:
Jimei Entertainment Cambodia Jimei Entertainment Cambodia
Development Limited Development Limited (45,897) (45,897)
Marshall Holding, LLC Marshall Holding, LLC (847) (71)

gooO0oooOooocooo
ooooooo
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31 December 2019 00000000 O0OOO

34. PARTLY-OWNED SUBSIDIARIES M. 0000000000000 0
WITH MATERIAL NON- UUooo
CONTROLLING INTERESTS (continued)
The following tables illustrate the summarised financial 0000000000000 o0ooooooo
information of the above subsidiaries. The amounts 00000 DODO0000oDbo0OO0o0oO0on

disclosed are before any inter-company eliminations:

Jimei
Entertainment
Cambodia
Development Marshall
Limited Holding, LLC
2019 ooooo HK$’000 HK$’000
aooag aooad
Revenue oo - -
Total expenses oooad - (2,392)
Loss for the year and total comprehensive 0000000000000
loss for the year - (2,392)
Current assets oogg 2,509 280
Non-current assets goooao - -
Current liabilities oooagd (96,175) (2,009)
Non-current liabilities ooooo - -
Net cash flows used in operating activites 0 00000 0O00O0O0OO - (1,207)
Net cash flows from investing activities dooooooooon - -
Net cash flows from financing activities ooooooooooo - 1,307
Net increase in cash and cash equivalents 00 000000000 0OO - 100
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34. PARTLY-OWNED SUBSIDIARIES

WITH MATERIAL NON-

Notes to Financial Statements
O0O0dd

31 December 2019 000 0O00O00O0O0OO

4. 0000000000000 0
U0Oooo

CONTROLLING INTERESTS (continued)

Jimei
Entertainment
Cambodia
Development Marshall
Limited Holding, LLC
2018 oooood HK$'000 HK$'000
ooo ooo
Total other income oooooo 974 10,439
Total expenses ogooad - (19,188)
Profit/(loss) for the year and total oooooooood
comprehensive income/(loss) fortheyear OO0 OOOO0OOOOO 974 (8,749)
Current assets oooao 2,509 5,981
Non-current assets goooo - -
Current liabilities oood (96,175) (6,224)
Non-current liabilities ooooo - -
Net cash flows from operating activities ooD0OOoOoooboOoOg - 5,644
Net cash flows from investing activities oopDOoOooooooog - -
Net cash flows used in financing activies 000000000 0OOO0O - (4,857)
Net increase in cash and cash equivalents 00 00000000000 - 787

gooO0oooOooocooo
ooooooo
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31 December 2019 00 00000O0OO0OO

35. NOTES TO THE CONSOLIDATED
STATEMENT OF CASH FLOWS

(a)

Major non-cash transactions

During the year, the Group had non-cash additions
to right-of-use assets and lease liabilities of
HK$691,000 and HK$691,000, respectively,
in respect of lease arrangements for plant and
equipment (2018: Nil).

During the year, the redemption of the Tranche
1 Convertible Bonds with a carrying amount of
HK$266,989,000 was settled by the issuance
of promissory notes at the same amount (2018:
HK$17,000,000).

During the year, the conversion of the Tranche
2 Convertible Bonds with a carrying amount of
HK$180,548,000 were fully converted into ordinary
shares (2018: Nil).

During the year, the Group repaid a promissory
note with a principal amount of HK$17,000,000
and interest amount of HK$1,290,000 by a share
subscriber. In September 2019, the Group signed
an agreement between a share subscriber and the
promissory note holder to settle the promissory
note with a principal amount of HK$17,000,000
and interest amount of HK$1,290,000 by the share
subscriber (2018:Nil) (note 28).

During the year, the Group repaid certain borrowings
with a principal amount of HK$44,000,000 and
related interest amounting to HK$1,000,000 by a
share subscriber. In September 2019, the Group
signed an agreement between a share subscriber
and a lender to settle certain borrowings with a
principal amount of HK$44,000,000 and related
interest amounting to HK$1,000,000 by the share
subscriber (2018: Nil).

Starlight Culture Entertainment Group Limited
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3. 000poooond

(a)

FEFRERZ

b0 ooooooo
gboboboobobobobobo
0 0 0691,0000 O 0691,0000 OO O
oobooom

ooo0Oo0000O0Dn02e6,989,0000 00O
gbobobobobobobobo
oooooogogooooar,ooo,0000
o ™

0oo00O0000180,548,0000 0D OO O
gbobobobobobobobo
oooobooooooom

goooooooboboooobboo
17,000,0000 O O O 0O 0O1,290,0000 O
ooooboooooouoobooooo
gbobobobobobobobo
gobooooobooboooobboao
17,000,0000 O O O O O 1,290,0000
ooooobooboooooomoo
28]

gooobooobooboooobboa
44,000, 0000000 0O0DO0O0OODOO
looo0,0000 00 O0O0DOODOODOOO
gopbobooobooboooobboo
gopoboooooobobooooboboo
O 044,000,0000 000000000
giooo0000000DOO0OOODOOODO
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35. NOTES TO THE CONSOLIDATED
STATEMENT OF CASH FLOWS

(continued)

(b) Changes in liabilities arising from

Notes to Financial Statements
O0O0dd

31 December 2019 000000000000

5. 00000000000

b) MEZBHRELEEESE

financing activities

2019 ooooo
Bank
and other Convertible Lease Promissory
borrowings bonds liabilities note
ooo
oooo ooooo ooono o000
HK$'000 HK$'000 HK$'000 HK$'000
god ood ood god
At 31 December 2018 ooooog
ooooooo 272,120 266,821 - 17,000
Effect of adoption of oooooooa
HKFRS 16 god0O1e0o00an — — 7,979 —
At 1 January 2019 00b0oO0o0oooon 272,120 266,821 7,979 17,000
Changes from financing 00000000
cash flows 134,421 180,000 (2,799) (257,998)
New leases ooo - - 691 -
Loss on change in fair ooooooo
value - 548 - -
Conversion during the year0 0 0 O O - (180,548) - -
Redemption of convertible D O 0000000
bonds by issuance of goooa
promissory notes - (266,989) - 266,989
Redemption of a oooOoOoOoOooo
promissory note by a oooo
share subscriber - - - (17,000)
Redemption of certain goooooooo
borrowings by a share oooo
subscriber (44,000) - - -
Interest expense ooono - 168 441 -
Exchange realignment oooo (840) - - 9
At 31 December 2019 ooooog
ooooooo 361,701 - 6,312 9,000

gooO0oooOooocooo
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31 December 2019 00000000 O0OOO

35. NOTES TO THE CONSOLIDATED 5. 000000000000

STATEMENT OF CASH FLOWS

(continued)

(b) Changes in liabilities arising from
financing activities

b) MEERBFELERERE 00

2018 ooood
Bank and other Convertible
borrowings bonds
ooo
oooo ooood
HK$’000 HK$’000
opoo gono
At 1 January 2018 oooooooooo 12,799 256,562
Changes from financing cashflows O OO O d OO0 259,321 (58,285)
Redemption of convertible bonds O OOOOOOOO
by issuance of a promissory note 0O 0O 0O0O0O - (17,000)
Interest expense oooao - 85,544
At 31 December 2018 ooooooooDooooo 272,120 266,821

(c) Total cash outflow for leases

The total cash outflow for leases included in the
statement of cash flows is as follows:

c) HERERHAHE

gbobobobobobobobo

oo

2019
ooooo

HK$’000
oodd

Within operating activities ooooo
Within financing activities goooo

1,058
2,799

3,857
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31 December 2019 000000000000

36. DISPOSAL OF SUBSIDIARIES 36. 000000
During the year ended 31 December 2019, the Group 0000000000000 00o0oooo
disposed of Innovative Era Limited. During the year 000 0O 0O Innovative Era Limited OO O 0O O
ended 31 December 2018, the Group disposed of Jimei 0000000oooooooooooooan
Entertainment Overseas Development Ltd., Sino Green 0 Jimei Entertainment Overseas Development
Energy International Co., Ltd. and their subsidiaries, Ostar LdOOODOOO0O0OO0O0O00OOoOO0OoOOOn0Oan
International Entertainment Pty Ltd. and D0 00000 O 0 Ostar International Entertainment Pty Ltd.O
gooooo. goooboboooobbooo
2019 2018
ooood ooooo
HK$’000 HK$’000
oono o0o0o
Net assets disposed of: oooooooo
Property, plant and equipment gooooood 8,312 -
Prepayments, other receivables and oooooooooood
other assets oooao 2 -
Cash and bank equivalents oopoOogoooo - 692
Trade payables oopood - (296)
Other payables and accruals ooooooooooon - (410)
Loans from non-controlling oooOooooooooo
shareholders of subsidiaries oad - (1,951)
Non-controlling interests oooono - 1,294
8,314 (671)
Exchange fluctuation reserve gooooog - 2,194
8,314 1,523
Loss on disposal of subsidiaries oooooooogo (14) (722)
8,300 801
Satisfied by: goooono
Cash oo 8,300 801
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31 December 2019 00000000 O0OOO

36. DISPOSAL OF SUBSIDIARIES 36. 00000000
(continued)
An analysis of the net inflow of cash and cash equivalents jgoooO0ooooooDOoooooooooo
in respect of the disposal of the subsidiaries is as follows: 0o0ooooooo
2019 2018
ogoooo ooooo
HK$’000 HK$’000
0o god
Cash consideration goooo 8,300 801
Cash and bank balances disposed of gooooooooooo - (692)

Net inflow of cash and cash equivalents O OO O0OO00O0OO

in respect of the disposal of oooooooooooo
subsidiaries 8,300 109
37. CAPITAL COMMITMENTS 37.00o
(@ The Group had the following capital commitments at (@ ODODODODDDODDODDODDODOOOOOOOO

the end of the reporting period:

2019 2018
goooo opoood
HK$’000 HK$’000
ooo oono
Contracted, but not provided for: goooooogo
Film prepayments gooooo 60,778 85,364
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31 December 2019 000000000000

37. CAPITAL COMMITMENTS (continued) 37. 0000000
(b) Operating lease commitments as at 31 December () ODDODODODODODOODOODOO
2018 ooo
The Group leased certain of its various items of 00Do0bOobOOdObOOobDOobOoboboao
buildings under operating lease arrangements. 0o0bDo0ooooOoooOoOoooooa

Leases for buildings were negotiated for terms
ranging from two to eight years.

At 31 December 2018, the Group had total future O0000D0OO0bOOobOOoboooooooa

minimum lease payments under non-cancellable 00Do0bOobOOobOOobDOobOobobao
operating leases falling due as follows: OooOoooooono

2018

ooood

HK$’000

ooo

Within one year oogd 3,808

In the second to fifth years, inclusive ooooopoooooooood 7,422

After five years ooo 109

11,339

gooO0oooOooocooo
ooooooo
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O0O000n

31 December 2019 00 00000O0OO0OO

38. RELATED PARTY TRANSACTIONS

In addition to the transactions detailed elsewhere in
these financial statements, the Group had the following
outstanding balance below with related parties as at 31
December 2019:

() Contract asset receivables due from a
related party

38. 00000

gboooooboooboobooobooon
gboboooboobooooooboooan
gooooo

() EhEBLcBRENEE

2019 2018
ooooo ooood
HK$'000 HK$’000
ooo ooo
A related company — significantly ooooooooboo
influenced by a director of the oooooooo
Company gooo 54,690 -

On 19 April 2019, the Group signed a TV drama
series investment agreement with a subsidiary of
Hangzhou Xindingming Enterprise Management
Consultancy Co., Ltd. On 12 July 2019, the
subsidiary of Hangzhou Xindingming Enterprise
Management Consultancy Co., Ltd was become as a
related party of the Group.
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38. RELATED PARTY TRANSACTIONS

(continued)

(if)

Compensation of key management
personnel of the Group:

The remuneration of the key management of the
Group during the year was as follows:

es to Financial Statements
OO00ddmn

31 December 2019 000000000000

3. 00 000ooo

(i) XEEXTEEEASHM:

ooobooboooboboooboogoo

2019 2018

oooono ooooo

HK$’000 HK$’000

Oooo ooad

Short term employee benefits ooooono 10,132 9,647
Retirement benefit scheme oooooooo

contributions 18 26

10,150 9,673

The remuneration of directors and other members
of key management is determined by the board
of directors having regard to the performance of
individuals and market trends.

Further details of directors’ and the chief executive’s
emoluments are included in note 8 to the financial
statements.

gbobobobobobobobo
gobooobooobboooboooon

gbobobobobobobobo
oooooooogobso

oo0ooooOoooooo
ooooooo
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31 December 2019 00000000 O0OOO

38. RELATED PARTY TRANSACTIONS 38.

(continued)

(iii) Amounts due from directors

O0000zoo

(i) BBESFIR

2019 2018
oooono oooog
HK$’000 HK$’000
Oo0oo ooad
Amount due from director — oo0oobOoooad
Chau Chit (note 19) 000190 250 -
Amount due from a director — oo0oobooooa
Luo Lei (note 19) 000190 844 78
1,094 78

The amounts due from directors are unsecured,
interest-free and is repayable on demand.

(iv) Amounts due to a holding company

gbooobooobobooobogooo

(ivy BN —EEZERQFFIR

2019 2018

ooooo ooood

HK$’000 HK$’000

ooo ooo

Amount due to a holdingcompany O0OOOO00ODODOO 175,652 -

The amount due to a holding company was interest-
free and repayable in seven workings days on
demand by the holding company. The outstanding
balance has been fully repaid on 8 January 2020.
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Notes to Financial Statements

39. FINANCIAL INSTRUMENTS BY
CATEGORY

The carrying amounts of each of the categories of financial
instruments as the end of the reporting period as follows:

39

oogoo

31 December 2019 000 0O00O00O0O0OO

gobobooodood

gdooobooooooooooooon
oo

2019 ogoooo
Financial
assets at
amortised cost
goooooo
oooono
Financial assets oooo HK$’000
oo
Trade receivables gooooao 257,963
Contract assets ooaoao 144,753

Financial assets included in prepayments, 0 0 0 00000 O0O0O00OOO

other receivables and other assets oo0ooooooan 96,981
Cash and cash equivalents oo0ooooooon 180,404
680,101

gooO0oooOooocooo
ooooooo
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CATEGORY (continued)

Financial liabilities

. 000000000 ULooo

at fair value
through
profit or loss
opoooOooo
gpooo
Designated as Financial
such upon liabilities
initial recognition  at amortised cost Total
goooooo
gooooooo goooa oo
Financial liabilities oooo HK$'000 HK$'000 HK$'000
ooo goo goa
Derivative financial liabilities ooooon 15,144 - 15,144
Interest-bearing bank and other ooooooooo
borrowings - 361,701 361,701
Amount due to a holding company ooooooooon - 175,652 175,652
Promissory note gooa - 9,000 9,000
Amounts due to non-controlling 0oO0o00000D000D
shareholders of subsidiaries - 20,900 20,900
Financial liabilities included intradeand 000000000000
other payables oooo - 152,787 152,787
15,144 720,040 735,184
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31 December 2019 000 0O00O00O0O0OO

39. FINANCIAL INSTRUMENTS BY 30.0000000000zaa
CATEGORY (continued)
2018 pgoooo
Financial
assets at
amortised cost
OOooo0oooo
ogoooo
Financial assets gooo HK$’000
oon
Trade receivables gooooa 698
Contract assets agooao 54,850
Financial assets included in prepayments, 0 0 0 0 00000 O0dood
other receivables and other assets ooooooooa 69,413
Cash and cash equivalents ooooooooao 26,907
151,868
Financial
liabilities at
amortised cost
goooooo
ooooo
Financial liabilities oooo HK$’000
aoono
Interest-bearing bank and ooooooooo
other borrowings 272,120
Promissory note oooa 17,000
Convertible bonds ooooad 266,821
Amounts due to non-controlling goooooooooood
shareholders of subsidiaries 20,900
Financial liabilities included in oooooooooooooooa
trade and other payables 30,848
607,689

gooO0oooOooocooo
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31 December 2019 00 00000O0OO0OO

40. FAIR VALUE AND FAIR VALUE
HIERARCHY OF FINANCIAL
INSTRUMENTS

The carrying amounts and fair values of the Group’s
financial instruments, other than those with carrying
amounts that reasonably approximate to fair values, are as

40. 00 00000OLOOO0OOOO

gbobooobooobbooobooooon
gbooooobooooooo

follows:
Carrying amounts Fair values
ooo ooo
2019 2018 2019 2018
ooooao ooooao ooooa ooooao
HK$000 HK$’000 HK$’000 HK$’000
ooo ooo ooo oo
Financial liabilities oooao
Convertible bonds gooooao - 266,821 - 255,000
Interest-bearing bank and
other borrowings ooooooooao 361,701 272,120 366,901 272,640
Promissory note oooo 9,000 17,000 9,000 17,000
Derivative financial liabilities oooooo 15,144 - 15,144 -
Non-current other payables o0oooooooao - 1,552 - 1,381
385,845 557,493 391,045 546,021

Management has assessed that the fair values of cash
and cash equivalents, contract assets, trade receivables,
financial assets included in prepayments, other receivables
and other assets, financial liabilities included in trade
payables, other payables and accruals, amounts due
to non-controlling shareholders of subsidiaries, and an
amount due to a holding company approximate to their
carrying amounts largely due to the short-term maturities
of these instruments.
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Notes to Financial Statements

40. FAIR VALUE AND FAIR VALUE

HIERARCHY OF FINANCIAL
INSTRUMENTS (continued)

The Group’s finance department headed by the finance
manager is responsible for determining the policies and
procedures for the fair value measurement of financial
instruments. The finance manager reports directly to the
chief financial officer and the audit committee. At each
reporting date, the finance department analyses the
movements in the values of financial instruments and
determines the major inputs applied in the valuation. The
valuation is reviewed and approved by the chief financial
officer. The valuation process and results are discussed
with the audit committee twice a year for interim and
annual financial reporting.

The fair values of the financial assets and liabilities are
included at the amount at which the instrument could be
exchanged in a current transaction between willing parties,
other than in a forced or liquidation sale. The following
methods and assumptions were used to estimate the fair
values:

The fair values of the non-current portion of interest-
bearing bank and other borrowings have been calculated
by discounting the expected future cash flows using rates
currently available for instruments with similar terms, credit
risk and remaining maturities. The changes in fair value
as a result of the Group’s own non-performance risk
for interest-bearing bank and other borrowings as at 31
December 2019 were assessed to be insignificant.

The fair value of the derivative financial liability as of 31
December 2019 is related to variable interest rate of
certain film investment loans, which is calculated based
on the discounted cash flow model under the income-
based approach. The key assumptions include discount
rate, forecast revenue and profits tax rate. A significant
increase in the estimated cash inflow and the growth rates
in isolation would result in a significant increase in the
fair value of the derivative financial liability. A significant
decrease in discount rates in isolation would result in
a significant increase in the fair value of the derivative
financial liability.

oogoo

31 December 2019 000 00C0O0O0OO0O0OO

40. 00 00000OCOOO0OOO0

oo

goboobOo0oooOoobOoobOOoon
gobooobOooo0obOooobOoboooan
gbooooboOooo0obOOoooboobooon
ooobooboooobooboobooono
gboooopbooooboobobobooon
gboboooboobooooooboooan
gboboooboooooooooboooan
oo

goooobOoOoOo0o0oOoooooooon
gooboooobbOooooooboooon
gboobooooooboobobooobo

ooooobOoOoOo0o0oOooooooooDn
gboooobooobobobooooboooon
goboobooobuoobOoobooo
gbooboooboooobooooboooan
goooobOoOoOoo0oOoooooooon
gbooooboooon

gooooboooooooooooooaon
goboobOoobobooobOooboonn
goobooobooooboobooboooo
goobbooooboboooobbooooon
gooooobooOoOOoOo0oOooooooooo
gboooopbooobooboobooon
gobobooooobooooobobooooon

oo0ooooOoooooo
ooooooo
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31 December 2019 00 00000O0OO0OO

40. FAIR VALUE AND FAIR VALUE 40. 00 00000OLOOO0OOOO

HIERARCHY OF FINANCIAL
INSTRUMENTS (continued)

The fair value of the derivative financial liability as of
31 December 2018 is related to the derivative part of
Tranche 1 Convertible Bonds, which is determined using
the binomial option pricing model and the significant
unobservable input used in the fair value measurement
is the expected volatility. The fair value measurement
is positively correlated to the expected volatility. A
significant increase in the expected volatility would result
in a significant increase in the fair value of the derivative
financial instrument. A significant decrease in expected
volatility would result in a significant decrease in the fair
value of the derivative financial instrument.

The discount for lack of marketability represents the
amounts of premiums and discounts determined by the
Group that market participants would take into account
when pricing the investments.

Fair value hierarchy

The following table illustrates the fair value measurement
hierarchy of the Group’s financial instruments:

Liabilities measured at fair value:

As at 31 December 2019

ooo

goooobOoOoOooO0o0oooooooon
goboobOooobOoobOooboon
ooobobobOobOOobOobooboobogn
gooboobooOoOOoOo0oOooooooooo
gbooboooobooobooooboooon
gboobooobooobooooboooan
gboooobooboooooooboooan
gboooobOoobobooooo

goooobOoOoOo0o0oOoooooooon
gboooobooobooobooooba

DR EER

gobooooobobo0oooobobooooo

gboboboooboooo
goooooboooobooogo

Fair value measurement using
go0oobooobooboooo

Quoted prices Significant Significant

in active observable  unobservable
markets inputs inputs Total

goodoob 000000 0ObOoooo
go gon goon oo

(Level 1) (Level 2) (Level 3)

godbod 0boboo oObooo
HK$’000 HK$’000 HK$’000 HK$'000
ogdo ogdo ago ggdo

Derivative financial liabilities oooooa

- - 15,144 15,144
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41.

Notes to Financial Statements

FAIR VALUE AND FAIR VALUE
HIERARCHY OF FINANCIAL
INSTRUMENTS (continued)

The Group did not have any financial liabilities measured at
fair value as at 31 December 2018. During the year, there
were no transfers of fair value measurements between
Level 1 and Level 2 and no transfers into or out of Level 3
for both financial assets and financial liabilities (2018: Nil).

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise
convertible bonds, promissory notes, interest-bearing
bank and other borrowings, derivative financial liabilities
and cash and cash equivalents. The main purpose of
these financial instruments is to raise finance for the
Group’s operations. The Group has various other financial
assets and liabilities such as trade receivables and trade
payables, which arise directly from its operations.

The main risks arising from the Group’s financial
instruments are interest rate risk, foreign currency risk,
credit risk and liquidity risk. The board of directors reviews
and agrees policies for managing each of these risks and
they are summarised below.

Interest rate risk

The Group’s exposure to the risk of changes in market
interest rates relates primarily to the Group’s long-term
interest-bearing bank and other borrowings with a floating
interest rate.

The Group’s policy is to manage its interest cost using
a mix of fixed and variable rate debts. The Group has
not used any financial instruments to hedge potential
fluctuations in interest rates.

40.

41.

oogoo

31 December 2019 000000000000

goooobooobodogn
ooo

goooobOooo0obOOoooooboooan
ooob0O0oo0ooo0oo0oo0ob0obooooboan
goooooOooo0obOoooboboooon
goboooboboooobooobooooo
goooboo

gobooooooooo

oobooooboooboooboooo
goooooocoooooboobobognn
oobooobooboobooooboo
gobooobooobooboobooo
gobooooboooboooboooooo
ooboooooobooooda

O0OoO0ooogoo

gboboooooobobooouooboboooo
gbooooocooooooobooobognn
ooboooobooobooboooobooo
oono

Oo0Oo0gao

A = = b

gooooboOoOoooOoooooooobn
gboooobooooooboooon

gooooboOoOooooooooooon
gboboooboobooooooboooan
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31 December 2019 00 00000O0OO0OO

41. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Interest rate risk (continued)

The following table demonstrates the sensitivity to a
reasonably possible change in interest rates, with all other

41. 0 0000000000000

FZRE B oo

gobooooooboooobobooooon
gooooobooOoOOoo0o0ooooooooo

variables held constant, of the Group’s profit before tax: oo
Increase/ Increase/
(decrease) in (decrease) in
basis points  profit before tax
oo ooood
ooooooao ooooooao
HK$'000
oono
2019 ooood
RMB ooo 100 186
United States dollar oo 100 (634)
RMB ooo (100) (186)
United States dollar oad (100) 634
2018 ooood
United States dollar oad 100 2
Hong Kong dollar od 100 56
United States dollar o0 (100) (2)
Hong Kong dollar oad (100) (56)
Foreign currency risk S | B

The Group has transactional currency exposures. Such
exposures arise from sales or purchases by operating units
in currencies other than the units’ functional currencies.
Approximately 100% (2018:100%) of the Group’s sales
were denominated in currencies other than the functional
currencies.
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Notes to Financial Statements

41. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Foreign currency risk (continued)

The following table demonstrates the sensitivity at the
end of the reporting period to a reasonably possible
change in the RMB and USD exchange rate, with all other
variables held constant, of the Group’s profit before tax
(due to changes in the fair values of monetary assets and

oogoo

31 December 2019 000000000000

41. 0000000000000

SR oo

gobooOo0ooobOooooobooooon
gobooooooboobbooobooooon
obooobnooooooooooooon
gbooooboobooooo

liabilities).
Increase/
(decrease) in Increase/
USD/RMB (decrease) in
rate % profit before tax
oooood oooood
ooooooo ooooooo
00 %
HK$'000
aoad
2019 ooood
If the Hong Kong dollar weakens oogoooooao
against the USD 1 177
If the Hong Kong dollar strengthens oooooooao
against the USD 1) a77)
If the Hong Kong dollar weakens ooooooooo
against the RMB 1 (856)
If the Hong Kong dollar strengthens ooooooooo
against the RMB (1) 856

gooO0oooOooocooo
ooooooo
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31 December 2019 00 00000O0OO0OO

41. FINANCIAL RISK MANAGEMENT 41. 0000000000000
OBJECTIVES AND POLICIES (continued)
Foreign currency risk (continued) IV R B o0 o
Increase/
(decrease) in Increase/
USD/RMB (decrease) in
rate % loss before tax
oooood ooood
oopooogoo oopooooo
00%
HK$’000
gono
2018 ooood
If the Hong Kong dollar weakens oogoooooao
against the USD 1 210
If the Hong Kong dollar strengthens oooooooao
against the USD 1) (210)
If the Hong Kong dollar weakens ooooooooo
against the RMB 1 (478)
If the Hong Kong dollar strengthens ooooooooo
against the RMB (1) 478
Credit risk =& R
The Group trades only with recognised and creditworthy 0g00DoO0oOO00o0ODbOO0oO0O0oooOoOoooon
third parties. It is the Group’s policy that all customers 00000D0D0OD0O0O0o000O0oooooon
who wish to trade on credit terms are subject to credit ooooooooooooooooooonn
verification procedures. In addition, receivable balances are doooopooooooooooooooaon
monitored on an ongoing basis and the Group’s exposure gooo

to bad debts is not significant.
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31 December 2019 000000000000

41. FINANCIAL RISK MANAGEMENT A1. 0000000000000
OBJECTIVES AND POLICIES (continued)
Credit risk (continuead) FEERE oo
Maximum exposure and year-end staging RA RO R FXAEE R
The tables below show the credit quality and the maximum goo0ooODOOOOOOoOoOoooooooo
exposure to credit risk based on the Group’s credit policy, o0oOo00DOoOOoO0oDbOOoOooboOooooon
which is mainly based on past due information unless goooooooboooooopboobooooo
other information is available without undue cost or effort, 00o00o0ooooODoOOoO0oooooDoOoO
and year-end staging classification as at 31 December. 0dooooooooooooOooobooooan
The amounts presented are gross carrying amounts for ooooooooood

financial assets and the exposure to credit risk.

As at 31 December 2019 goooboDOoooooooa
12-month ECLs Lifetime ECLs
120000
oooa 00o0o0ooooooo
Simplified
Stagel Stage 2 Stage 3 approach Total
oooo oooo oooo oooa oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooa ooad ooa ooa ooao
Contract assets* goootx - - - 146,217 146,217
Trade receivables* goooooox - - - 267,201 267,201
Cash and cash equivalents 000000000
- Not yet past due oooono 180,404 - - - 180,404
Financial assets included oogooooo
in prepayments, other oooDoooo
receivables and otherassets 000000000
- Normal** goow= 95,140 - - - 95,140
- Doubtful** goow= - - 136,391 - 136,391
274,544 - 136,391 413,418 825,353

gooO0oooOooocooo
ooooooo 2438
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31 December 2019 O OO OO0

oogoooo

41. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Credit risk (continuea)

As at 31 December 2018

12-month ECLs

41. 0 0000000000000

FEERE oo

goooobooooboooo

Lifetime ECLs

120000
oooao oooD0O0000o
Simplified
Stagel Stage 2 Stage 3 approach Total
gooo gooo gooo oooo oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
oono oono oono gond oono
Contract assets* ooootx - - - 55,404 55,404
Trade receivables* oooooox - - - 7,331 7,331
Cash and cash equivalents oo0o0oO000oo
- Not yet past due oooono 26,907 - - - 26,907
Financial assets included ooooogo
in prepayments, other ooooooo
receivables and oooooOoogo
other assets
- Normal** gog#= 67,574 - - - 67,574
- Doubtful** gog#= - - 136,434 - 136,434
94,481 - 136,434 62,735 293,650
* For trade receivables and contract assets which the Group * goooOooooOoooboOoooooooao

applies simplified approach lifetime ECL, information based

on the provision matrix is disclosed in notes 18 and 20 the

financial statements, respectively.

o The credit quality of the financial assets included in

prepayments, other

receivables and other assets is

considered to be “normal” when they are not past due

and there is no information indicating that the financial

assets had a significant increase in credit risk since initial

recognition. Otherwise, the credit quality of the financial

assets is considered to be “doubtful”.

Starlight Culture Entertainment Group Limited
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31 December 2019 000 00C0O0O0OO0O0OO

41. FINANCIAL RISK MANAGEMENT 41. 0000000000000
OBJECTIVES AND POLICIES (continued)
Credit risk (continued) FERB 0o
Further quantitative data in respect of the Group’s 00o0o0oODODOoOOoOOOoOOoO0Oooooooon
exposure to credit risk arising from trade receivables are 000D0DOoOD0O000oo0oDOoOoOOoOi190000

disclosed in note 19 to the financial statements.

At the end of the reporting period, the Group had certain doooooooooooooooooon
concentrations of credit risk as 64% (2018: 99 %) and Jddoooooooooed4v OO
99% (2018: 100%) of the Group’s trade receivable 0099% 0099%1 000 000100% 00 0O 0O
and contract assets were due from the Group’s largest 000ooogoooooooooooooo
customer and the five largest customers, respectively, 00oooooooooo

within the media and culture segment.

Liquidity risk REBESRER

The Group’s policy is to regularly monitor current and 00000D0D0oD0oO0O0oO000Ooooooon
expected liquidity requirements to ensure that it maintains gooooDooooooooOooooooan
sufficient reserves of cash to meet its liquidity requirements oooooooooo

in the short and longer term.

The Group’s policy is to maintain sufficient cash and cash oo0oDOoOoDOoOooOOOooDOoOoooon
equivalents or have available funding through an adequate ooo0D0DOoDOOoDODO0DOODODOoODODOoODOOoDOon
amount of committed facilities from banks, convertible gooooDooooooooOooooooan
bonds, promissory notes and other interest-bearing loans doooooooooooooooooon
to meet its commitments over the foreseeable future in ooooo

accordance with its strategic plan.

Individual operating entities within the Group are 0o0Do00oDOD0OoDoDOoOOooDOoOoDoDoOon
responsible for their own cash management, including goopooo0oDoDoOoUobDoOoooooooo
the short-term investment of cash surpluses and the dooooooooooooooooooan
raising of loans to cover expected cash demands, gd0odooooooooooooooog

subject to approval by the parent company’s board when
the borrowings exceed certain predetermined levels of
authority.

oo0ooooOoooooo
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31 December 2019 00000000 O0OOO

41. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Liquidity risk (continued)

The maturity profile of the Group’s financial liabilities as at
the end of the reporting period, based on the contractual
undiscounted payments, is as follows:

RBEEERE 00

gboooobooooooooooboooan
oooooobooooon

41. 0 0000000000000

Less than 1t05
1 year years Total
ooono oooo oo
HK$'000 HK$’000 HK$'000
ooo ooo o000
2019 ooooo
Interest-bearing bank and oo00DO00000
other borrowings 211,827 184,917 396,744
Amount due to a holding company oooo0oooooo 175,652 - 175,652
Lease liabilities gooa 2,799 6,980 9,779
Trade and other payables goooooooo 152,787 - 152,787
Amounts due to non-controlling ooDOo0oO0O0OoCoDOOoO
shareholders of subsidiaries 20,900 - 20,900
Derivative financial liabilities oooooo 15,144 - 15,144
Promissory notes gooo 9,000 - 9,000
588,109 191,897 780,006
2018 ooooo
Interest-bearing bank and oopooooooo
other borrowings 165,282 126,092 291,374
Trade and other payables ooooooooo 29,296 1,552 30,848
Amounts due to non-controlling oo0D0o0O000O0DOOO
shareholders of subsidiaries 20,900 - 20,900
Convertible bonds goooaoo 279,277 - 279,277
Promissory notes gooo 17,545 - 17,545
512,300 127,644 639,944
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41. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)

Capital management

The primary objectives of the Group’s capital management
are to safeguard the Group’s ability to continue as a going
concern and to maintain healthy capital ratios in order to
support its business and maximise shareholders’ value.

The Group manages its capital structure and makes
adjustments to it in light of changes in economic
conditions and the risk characteristics of the underlying
assets. During the year ended 31 December 2019, the
Tranche 2 Convertible Bonds at a principal amount of
HK$180,000,000 were fully converted into ordinary
shares of the Company and the total number of ordinary
shares issued was 72,000,000. During the year ended
31 December 2019, the Company issued 78,000,000
shares at HK$2.5 per share for a total consideration of
HK$195,000,000. The Group made no change to its
capital structure during the year ended 31 December
2018.

oogoo

31 December 2019 000000000000

41. 0000000000 0000

EXxEE
D0000000D000000000000

ooooOoooooboobobooooogoon
gbooooboooooobooon

goboobOooobooobOooboonn
goooooooooooboboDboooo
gooooooooooobopbooooo
180,000, 0000 0 0 0O0O0DDOOOODODO
gboooooboooboooobooan
ggvz,o000,0000b000CD0DOOOOO
goobobooobooboooz2s50000
78,000,0000 O OOO O O O 195,000,0000
gbooboobobooobooboobogo
gobooobooobooobog

oo0ooooOoooooo
ooooooo
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31 December 2019 00 00000O0OO0OO

41. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)

Liquidity risk (continued)

The Group monitors capital using a gearing ratio, which is
net debt divided by the adjusted capital plus net debt. Net
debt includes interest-bearing bank and other borrowings,
convertible bonds, promissory notes, amounts due to non-
controlling shareholders of subsidiaries, trade payables
and other payables and accruals, an amount due to a
holding company less cash and cash equivalents. Capital

BEXEE 1o

41. 0 0000000000000

gobooooOoooboooooboooon
goboobobooooboooboboboon
gooooooooooboboooobonn
gbooboboboboboboobobon
gboooobooooboooboboooan
gboooobooobooobooooonn
gobooooboooobobooooboooan

includes equity attributable to owners of the parent. The oooooogo
gearing ratios as at the end of the reporting periods were
as follows:
2019 2018
goooo ooood
HK$’000 HK$’000
oon oon
Interest-bearing bank and other gooooooooo
borrowings 361,701 272,120
An amount due to a holdingcompany 0000000000 175,652 -
Convertible bonds goooo - 266,821
Promissory notes oooa 9,000 17,000
Amounts due to non-controlling go0oooDODOOOoOOoOOoOQ
shareholders of subsidiaries 20,900 20,900
Trade payables oooooao 3,162 3,219
Other payables and accruals Oo0ooooooooao 149,625 26,077
Less: Cash and cash equivalents goooooogooogo (180,404) (26,907)
Net debt oooo 539,636 579,230
Equity attributable to owners of oo0oooooooon
the parent 356,296 (117,290)
Capital and net debt ooooooo 895,932 461,940
Gearing ratio gooooo 60% 125%
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42. STATEMENT OF FINANCIAL

POSITION OF THE COMPANY

Information about the statement of financial position of the

31 December 2019 000000000000

42. 00000000

goboooboobooobOoooboooan

Company at the end of the reporting period is as follows: oooo
2019 2018
ooooo ooooo
HK$’000 HK$’000
ooo ooad
NON-CURRENT ASSETS ooooo
Property, plant and equipment gooooooa 80 123
Investments in subsidiaries gooooooo 58,736 58,736
Total non-current assets goooooa 58,816 58,859
CURRENT ASSETS oooao
Other receivables gooooo 624 35,554
Film prepayments gooooag 50,649 -
Amounts due from subsidiaries Oooooonono 93,245 16,027
Cash and bank balances Ooooooono 16,510 3,247
Total current assets gooooad 161,028 54,828
CURRENT LIABILITIES oooo
Other payables oooooo 3,093 2,449
Contract liabilities gooo 25,185 -
Promissory notes oooao 9,000 17,000
Convertible bonds ooooa - 266,821
Other borrowings gooa 11,400 -
Total current liabilities oooooad 48,678 286,270
NET CURRENT ASSETS/(LIABILITIES) 0000000 OOO 112,350 (231,442)
TOTAL ASSETS LESS CURRENT oOooooooo
LIABILITIES 171,166 (172,583)

ooooocoooo
ooooooo



