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Chairman’s Statement

EEHRS

Dear shareholders,

On behalf of the board (“Board”) of directors (the “Directors”) of
Starlight Culture Entertainment Group Limited (the “Company”),
together with its subsidiaries (the “Group”), | present herewith
to the shareholders of the Group the annual report and audited
consolidated results of the Group for the year ended 31
December 2020.

RESULTS OF THE YEAR

During the year of 2020, the Group engaged in media and
culture business. The Group reported a loss attributable to
owners of the Company of approximately HK$162,275,000
for the year ended 31 December 2020 (2019: profit of
approximately HK$98,181,000).

The Board considers that the retrogression in the overall
performance of the Group was mainly attributable to the
decrease in gross profit (turn to gross loss) of approximately
HK$259.6 million.

Basic loss per share for the year amounted to approximately
19.70 HK cents (2019: earning per share 13.37 HK cents). Net
assets of the Group were approximately HK$176,575,000 (2019:
approximately HK$309,552,000).

DIVIDEND

The Board does not recommend the payment of a final dividend
for the year ended 31 December 2020.

FUTURE PLANS AND PROSPECTS

While the Group will continue to monitor the development of
COVID-19 situation closely, assess its impacts on the Group’s
financial position and operating results and take appropriate
measure to mitigate its impacts, the management will strive
to develop media and culture business segment which is the
Group’s major growth drivers.

With an aim to safeguard a higher shareholder’s return, the
Group is exploring new business opportunities and making more
efforts to explore market opportunities, especially in Mainland
China.
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Management Discussion and Analysis

BEEmR O

PLEDGE OF ASSETS

100% of the Group’s equity interest in its wholly-owned
subsidiary, namely Starlight Culture Entertainment Limited,
was pledged to secure the bank loan of approximately
HK$148,735,000 of the Group as at 31 December 2020.

BUSINESS AND OPERATIONAL REVIEW

The Group reported a net loss attributable to owners of the
Company of approximately HK$162.3 million for the year ended
31 December 2020 (2019: net profit of approximately HK$98.2
million) as revenue from its media and culture business reduced
to approximately HK$47.8 million, compared with approximately
HK$323.9 million of last year.

For the entire year of 2020, the media business of the Group
was affected by the COVID-19 pandemic which has spread all
over the world. As the business activity slowed down and the
film and TV drama projects currently being developed by the
Group postponed, revenue from TV drama and film investments
for the year of 2020 derived entirely from the media products
already released/published in the years in 2019 and 2018.

The Group will continue to monitor the development of
COVID-19 situation closely and assess its impacts on the
financial position and operating results of the Group.

SEGMENTAL ANALYSIS

Media and Culture

The Group’s movies and TV drama series products and
investments, projects incubated by film directors and related
prepayments amounted to approximately HK$573.0 million as at
31 December 2020, and the followings are some highlights:
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Management Discussion and Analysis

Media investments and products

Crazy Rich Asians

The movie was invested and released by Warner Bros. Pictures,
co-invested by the Group and directed by director Jon M. Chu
(who has entered into an agreement with the Group), and was
released in August 2018. The film was adapted from a best-
selling novel written by Kevin Kwan under the same title, which
has a solid reader base. The movie stars Constance Wu, Henry
Golding, Michelle Yeoh, and etc. The highly anticipated movie is
the first major film that is not a period piece in Hollywood in two
and a half decades to feature an all ethnically Asian cast. As the
first adapted work of the novel series, there is also expectation
for it to develop into commercially successful film series where
the stories of the two sequels mainly take place in China. To
date, according to Box Office Mojo, its worldwide gross is
US$238,538,736.

Greta

The thriller/crime movie is directed by Neil Jordan who won
the Academy Award for Best Original Screenplay and starring
French actress Isabelle Huppert who has been nominated for
the Academy Award for Best Actress. The international sales of
the movie are undertaken by veteran sales agency Sierra/Affinity.
To date, international sales are anticipated to be US$9.5 million.
The movie premiered at the Toronto International Film Festival in
September 2018 and was released in March 2019.
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Management Discussion and Analysis
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Midway

The Group arranged the investment in the epic drama movie,
directed by the well-known director Roland Emmerich (who
has entered into an agreement with the Group), produced by
Mark Gordon and starring Woody Harrelson, Mandy Moore
and Luke Evans. It started principal photography in 2018 and
was released on 8 November 2019. The movie is also the first
World War Il film of Roland Emmerich. It is adapted from the true
stories of the Battle of Midway and tells rarely known stories of
war heroes. The total budget is approximately US$100 million. In
terms of distribution, Summit Entertainment, LLC is responsible
for the U.S., Bona Film Group is responsible for the Greater
China area and Accelerate Global Content, LLC is responsible
for overseas sales. The Deadline Magazine has provided
extensive coverage in this regard and the commentary described
the movie as “one of the biggest movies on-sale at Cannes”.
During the pre-sales period, excluding the Greater China area,
overseas pre-sales has exceeded US$30 million.

The movie topped the North American box office only in its
opening week. According to Box Office Mojo, its worldwide
gross amounted to US$126,696,475. In addition, the movie also
enjoyed positive buzz among audiences since releasing, with
being scored by up to 92% of audiences (Audience Score) on
Rotten Tomatoes, a professional film critics website.

Scary Stories to Tell in the Dark

The movie is distributed in US by Lionsgate, co-financed by
CBS Films, eOne, the Group and Rolling Hills and was released
in August 2019. The film is adapted from a bestselling series of
short horror stories, written by Alvin Schwartz under the same
title. It is directed by André @vredal, produced by Academy
Award Winner Guillermo del Toro, written by Dan Hageman,
Kevin Hageman, and Guillermo del Toro. Starring Zoe Margaret
Colletti, Michael Garza, Gabriel Rush, etc., the movie’s
international distributor is Entertainment One and Sierra/Affinity
is the foreign sales agency of the picture. Produced for US$25
million, the movie earned US$21 million at the domestic box
office in its opening weekend. To date, according to Box Office
Mojo, its worldwide gross is US$104,545,505.
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Management Discussion and Analysis

Malignant

The movie is independently co-financed by the Group and Midas
Innovation. The motion picture written by Akela Cooper, based
on a story by James Wan and Ingrid Bisu and to be directed
and produced by James Wan, is the first project to go into
production since the development deal was inked. New Line has
the exclusive right to distribute the picture throughout the world
excluding mainland China but including Hong Kong, Macau and
Taiwan. The movie is stared by Annabelle Wallis. Currently, it is
expected to be released in the second half of 2021.

Marshall

The movie was obtained by the Group through acquisition.
It is internationally distributed by Sony Pictures Worldwide
Acquisitions Inc., and distributed by Open Road Films, LLC
in North America. The movie is produced by Paula Wagner,
an experienced Hollywood producer, and starring Chadwick
Boseman, the leading actor of “Black Panther”, and Sterling
K. Brown, an Emmy Award winner and the leading actor of
“This Is Us”. The movie was nominated for Oscar Best Original
Song (theme song: Stand Up For Something) and received Top
Ten Films of African American Film Critics Association Awards,
Audience Choice Award of Chicago International Film Festival,
Annual Song Award of Hollywood Film Awards, Best Original
Song Award of Annual Satellite Awards as well as 18 other
internationally renowned awards nominations.

My Robot Boyfriend

My Robot Boyfriend, an urban love sci-fi comedy directed by Lai
Chun Tsang and starring Chao Jiang and Xiaotong Mao, which
has been firstly broadcasted on Zhejiang Satellite TV on 21
October 2019 with concurrently releasing on Tencent Video and
Mango TV.
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Management Discussion and Analysis
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PROJECTS INCUBATING BY FILM DIRECTORS

With the commitment in further diversifying and enhancing
the entertainment business of the Group so as to broaden the
income sources, the Group has engaged 8 film directors.

James Wan, Roland Emmerich, Jon M. Chu, Robert Zemeckis,
Alan Taylor, Jonathan Liebesman, F. Gary Gray, Sylvester
Stallone, Nattawut Poonpiriya and Sam Raimi in relation to the
development and production of motion picture projects, which
enable the Group to tap into the business of film production
and distribution. Reference may be made to the Company’s
announcement dated 20 March 2020 for details of the profile
of some of the projects under development. With respect
to those projects that have not been completed prior to the
terminations or expirations of the development agreements, the
Company and those directors will continue to collaborate on the
development of those projects.

During the year ended 31 December 2020, the Group’s revenue
generated from media and culture business amounted to
approximately HK$47.8 million (2019: HK$323.9 million), with a
gross loss of approximately HK$28.2 million (2019: gross profit
of HK$231.4 million).

For the entire year of 2020, the media business of the Group
was affected by the COVID-19 pandemic which has spread all
over the world. As the business activity slowed down and the
film and TV drama projects currently being developed by the
Group postponed, revenue from TV drama and film investments
for the year of 2020 derived entirely from the media products
already released/published in the years in 2019 and 2018.

Delays in distribution, settlement as well as receipt of income of
TV drama and film investments of the Company significantly and
negatively affected the future cash flow projections regarding
these investments, which in turn reduced the amount of
revenue recognized during the year. The recorded gross loss
was therefore mainly attributable to the amount of amortization
recognized exceeded the revenue recognized from these
investments.
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Management Discussion and Analysis

Trading of chemical products, and energy
conservation and environmental protection
products

As this segment was no longer revenue or profit generating
to the Group, and the management decided to allocate more
resources to media and culture segment, this segment’s
business was ceased in October 2020 and the underlying
companies was disposed of on 30 November 2020.

Entertainment and Gaming

For the year ended 31 December 2019, the Group has not
generated any revenue from entertainment and gaming
business. In view of the continued tightened credit control policy
of the Group and the poor results recorded in the previous
reporting periods, the management had been reviewing the
future prospect and development of this segment as at 31
December 2019.

On 20 February 2020, the board of directors of the Company
decided to cease its business in the entertainment and gaming
segment taken account of, among other factors, absence of
revenue generated for over one year, the minimal assets kept
and the hardship in keeping its operations. As at 31 December
2019 and 31 December 2020, there were no long-term assets
or liabilities in the entertainment and gaming business segment.

As disclosed in “EVENTS AFTER THE REPORTING PERIOD”
below, during February 2021, the underlying companies of this
segment were either dissolved or disposed of.

FINANCIAL REVIEW

The Group reported a loss attributable to owners of the
Company of approximately HK$162,275,000 for the year
ended 31 December 2020 (2019: profit of approximately
HK$98,181,000).

The Board considers that the retrogression in the overall
performance of the Group was mainly attributable to the
decrease in gross profit (turn to gross loss) of approximately
HK$259.6 million.
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Management Discussion and Analysis
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Basic loss per share for the year amounted to approximately
19.70 HK cents (2019: earning per share 13.37 HK cents). Net
assets of the Group were approximately HK$176,575,000 (2019:
approximately HK$309,552,000).

MATERIAL ACQUISITION AND
DISPOSAL

There is no material acquisition and disposal conducted by the
Group during the year that should be notified to the shareholders
of the Company.

CAPITAL STRUCTURE

As at 31 December 2020, the Company’s equity attributable
to its owners was approximately HK$202,548,000 (2019:
approximately HK$356,296,000).

LOSS ALLOWANCES OF TRADE
RECEIVABLES

The Company had provided for loss allowances on trade
receivables of approximately HK$65 million for the year ended
31 December 2020. Details of the impairment analysis can be
referred to in note 18 to the consolidated financial statements of
this report.

LIQUIDITY AND FINANCIAL
RESOURCES

The Group generally finances its operation by internally
generated cash flow, interest-bearing bank and other borrowing
amount due to a holding company, and through issuance of
promissory notes and convertible bonds.

Prudent financial management and selective investment criteria
have enabled the Group to maintain a stable financial position.
As at 31 December 2020, the Group’s bank balances and
cash amounted to approximately HK$142,837,000 (2019:
HK$180,404,000).
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Management Discussion and Analysis

As at 31 December 2020, the current ratio was approximately
2.03 (2019: approximately 1.65) based on current assets of
approximately HK$1,012,292,000 (2019: HK$1,165,656,000)
and current liabilities of approximately HK$497,876,000 (2019:
HK$707,212,000).

EXPOSURE TO FLUCTUATION IN
EXCHANGE RATES

Most of the Group’s assets, liabilities and business transactions
are denominated in Hong Kong dollars, Renminbi and U.S.
dollars which have been relatively stable during the year. The
Group was not exposed to material foreign exchange risk
and has not employed any financial instruments for hedging
purposes.

EMPLOYEES AND REMUNERATION
POLICIES

The Group employed 27 (2019: 28) employees as at 31
December 2020. The Group’s remuneration policies are primarily
based on prevailing market salary levels and the performance of
the respective companies and individuals concerned. Employees
may also be invited to participate in the share option scheme of
the Group.

EVENT AFTER THE REPORTING
PERIOD

Details of events after the reporting period has been disclosed in
note 43 to financial Statements of page 238 of this report.

Other than disclosed above, there is no major event after the
reporting period that should be notified to the shareholders of
the Company.

BEEmRO

RNIE_EF+_A=+—H "A#HELEEXENS
203 (ZE—AF :491.65) WL REBEELN
1,012,292,00058 7t (Z&—H 5 : 1,165,656,00074
TT) ROREh B E4497,876,0008 T (ZE—NF :
707,212,000 70) 2 EZEF & o

B = 0% B B

FEBARBHNEE - BRERBERZHUBT A
REKRETSE MEXFERRFROEHRE -
7 5= [ 30 4% 1 B 25 K S BEE JRL B o LD 3 4R B R AR 4T
TRTAFEEPAR

{2 5 B BM & B R

TR ERFEF+_RA=+—HB KB ER27TA
(CE2—NF :28%) EE-FEEZHFHMBREE
BBERFZH B AT URB AT REESMEA
ZREDBEEE - BENTANERSHAER B
RSt E -

HREHABRETIA
REWEEE HERARSH208E 2 HBRE
B 5434 o

BrEXFIEEIN BERRLEAMAN AR
BIRERIERER

BRI RS EEARAR
TS EER

14



15

Corporate Governance Report
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CORPORATE GOVERNANCE
PRACTICES

The Company recognises the importance of maintaining a high
standard of corporate governance with an aim to protect the
interest of shareholders.

The Company has adopted the Corporate Governance Code
(the “Code”) as set out in Appendix 14 of the Rules Governing
the Listing of Securities (the “Listing Rules”) on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”)
including those revised code provisions which became effective
on 1 April 2012, 1 September 2013, 1 January 2016 and 1
January 2019. During the year ended 31 December 2020, the
Company complied with all applicable provisions of the Code
for their respective applicable periods except for the deviations
stated below:

Code Provision A.6.7

Under code provision A.6.7, independent non-executive
directors and other non-executive directors should attend
general meetings and develop a balanced understanding of
the views of the shareholders. Due to other pre-arranged
commitments, three of the independent non-executive directors
were unable to attend the Company’s annual general meeting
held on 30 June 2020.

Code Provision E.1.2

Under code provision E.1.2, chairman of the board should
attend the annual general meeting. Due to other pre-arranged
commitments, the then chairman of the Board was unable to
attend the Company’s annual general meeting held on 30 June
2020.
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THE BOARD

The Board is responsible for the leadership and control of
the Company and oversees the Group’s business strategic
decisions and performances.

As at the date of this report, the Board comprised six
Executive Directors, Mr. Tang Liang (Chairman), Mr. Chau Chit
(Deputy Chairman), Mr. Luo Lei (Chief Executive Officer), Mr.
Sang Kanggiao, Mr. Gao Qun, and Ms. Wu Xiaoli; and four
Independent Non-executive Directors, Mr. Wong Wai Kwan, Mr.
Michael Ngai Ming Tak, Mr. Ma Runsheng and Mr. Wong Wai
Hung.

The Independent Non-executive Directors of the Company are
persons with academic and professional qualifications in the
fields of accounting and/or appropriate expertise. They provide
strong support towards the effective discharge of the duties and
responsibilities of the Board. Each Independent Non-executive
Director gives an annual confirmation of his independence to
the Company and the Company considers these directors to be
independent under Rule 3.13 of the Listing Rules.

Details of Directors’ attendance records during the year ended
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Mr. Ma Runsheng ERARE 0/ 67 33 20 00 00
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Apart from the above regular board meetings of the year, the
board of Directors will meet on other occasions when a board-
level decision on a particular matter is required. The Directors
receive details of agenda items for decision and minutes of
committee meetings in advance of each board meeting. The
board of Directors has reserved for its decision or consideration
matters covering corporate strategy, annual and interim results,
Directors’ appointment, succession planning, risk management,
major acquisitions, disposals and capital transactions, and other
significant operational and financial matters. Major corporate
matters that are specifically delegated by the board of Directors
to the management include the preparation of annual and interim
accounts for board approval before public reporting, execution
of business strategies and initiatives adopted by the board
of Directors, implementation of adequate systems of internal
controls and risk management procedures, and compliance with
relevant statutory requirements, rules and regulations.

APPOINTMENT AND RE-ELECTION OF
DIRECTORS

Non-executive Directors of the Company including Independent
Non-executive Directors, are appointed for terms of one year or
three years. In addition, all Directors are subject to retirement by
rotation and re-election at the annual general meeting pursuant
to the Bye-laws of the Company.

According to the Company’s Bye-laws, Directors appointed to fill
casual vacancies shall hold office until the next following general
meeting and can be eligible for re-appointment at that time.

CONTINUOUS PROFESSIONAL
DEVELOPMENT OF THE DIRECTORS

The Directors are continually encouraged to update themselves
with legal and regulatory developments, and the business
and market changes to facilitate the discharge of their
responsibilities.

All Directors are requested to provide the Company with their
respective training records pursuant to the Code.
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During the year, the Directors have confirmed their participation
in appropriate continuous professional development activities by
ways of attending seminars or self-reading.

DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted a code of conduct regarding
Directors’ securities transactions on terms no less exacting than
the required standard of dealings as set out in Appendix 10 to
the Listing Rules. Having made specific enquiry of all Directors,
the Directors have complied with such code of conduct and the
required standard of dealings and its code of conduct regarding
securities transactions by the Directors throughout the year
ended 31 December 2020.

NOMINATION COMMITTEE

The Nomination Committee was established on 28 March 2012.
[t comprises two Independent Non-executive Directors, and is
currently chaired by Mr. Chau Chit.

Its primary objectives include reviewing the structure, size and
composition of the Board under diversified perspectives set out
in the Board Diversity Policy, including but not limited to gender,
age, cultural and educational background, ethnicity, professional
experience, skills, knowledge and length of services, identifying
individuals suitably qualified to become Board members,
assessing the independence of independent non-executive
Directors, making recommendations to the Board on relevant
matters relating to the appointment or re-appointment of
Directors and review the Board Diversity Policy, as appropriate.

The Company has formulated the nomination policy, and factors
which would be used as reference by the Nomination Committee
in assessing the suitability of a proposed candidate for director
include, inter alia, professional qualifications, skills, knowledge
and experience that are relevant to the Company’s business
and corporate strategy, willingness to devote adequate time to
discharge duties as Board member, diversity of the Board, and
such other perspectives appropriate to the Company’s business.

The Nomination Committee held three meetings during the year
ended 31 December 2020.
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BOARD DIVERSITY POLICY

The Board adopted a board diversity policy which aims to
set out the approach to achieve diversity on the Board. The
Company aims to build and maintain a Board with a diversity of
Directors, in terms of skills, experience, knowledge, expertise,
culture, independence, age and gender appropriate for the
requirements of the business development of the Group.

REMUNERATION COMMITTEE

Under the code provision B.1.1, the Company should establish
a remuneration committee (the “Remuneration Committee”)
with specific written terms of reference which deal clearly
with its authority and duties. The roles and functions of the
Remuneration Committee include the determination of the
specific remuneration packages of all executive Directors and
senior management of the Company, including benefits in
kind, pension rights and compensation payments, such as any
compensation payable for loss or termination of their office or
appointment, and make recommendations to the board of the
remuneration of non-executive Directors.

As at the date of this report, members of the Remuneration
Committee included:

Mr. Michael Ngai Ming Tak
Mr. Tang Liang

Mr. Wong Wai Kwan

Mr. Ma Runsheng

Mr. Wong Wai Hung

Two meetings of the Remuneration Committee were held in
2020 to discuss remuneration related matters.

The Remuneration Committee has considered and reviewed
the existing terms of employment contracts of the executive
Directors and appointment letters of the non-executive
Directors with reference to the factors including salaries paid by
comparable companies, time commitment and responsibilities
of the Directors, employment conditions elsewhere in the
Company and desirability of performance-based remuneration.
The Remuneration Committee considers that the existing
terms of employment contracts of the executive Directors and
appointment letters of the non-executive Directors are fair and
reasonable. Details of the emolument policy of the Directors are
set out on page 66 of this report.
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AUDITOR’S REMUNERATION

The Company’s external auditors are Ernst & Young (the
“Auditors”). The audit committee of the Group (the “Audit
Committee”) is responsible for considering the appointment
of the external auditors and reviewing any non-audit functions
performed by the external auditors, including whether such non-
audit functions could lead to any potential material adverse
effect on the Group. For the year ended 31 December 2020, the
auditor’'s remuneration is HK$2,446,000 (31 December 2019:
HK$1,943,000).

AUDIT COMMITTEE

As required by Rule 3.21 of the Listing Rules, the Company has
established an Audit Committee with written terms of reference
which deal clearly with its authority and duties. Its principal
duties are to review and supervise the Group’s financial reporting
process, risk management and internal control systems. As
at the date of this report, members of the Audit Committee
included:

Mr. Wong Wai Kwan

Mr. Michael Ngai Ming Tak
Mr. Ma Runsheng

Mr. Wong Wai Hung

The Audit Committee held three meetings during the year ended
31 December 2020.

The Audit Committee has discussed with the Auditors on the
accounting principles and practices adopted by the Group and
the consolidated results of the Group for the year ended 31
December 2020, and is of the opinion that the preparation of
the consolidated results complied with the applicable accounting
standards, the Listing Rules and legal requirements, and that
adequate disclosures have been made.

The Audit Committee considered that the existing terms in
relation to the appointment of the Group’s external auditors are
fair and reasonable.
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EEER/KRS

ANTI-MONEY LAUNDERING
COMMITTEE

An Anti-money Laundering Committee was established on 12
February 2015. At the date of this report, members composed
of three Independent Non-executive Directors. The Committee is
responsible for reviewing the Company’s anti-money laundering
policy and procedures and making recommendations on any
proposed changes to the Board, monitoring the implementation
and compliance with the Company’s standard operation
procedures for anti-money laundering and reviewing such policy,
as appropriate, and making recommendations on any revisions
that may be required to the Board.

EXECUTIVE COMMITTEE

An Executive Committee was established on 13 April 2018. At
the date of this report, members composed of five Executive
Directors. The Committee is responsible for monitoring the day-
to-day operation of the Company and any of the Company’s
subsidiaries (“Subsidiary”) from time to time and should be
reported to the Board.

CREDIT COMMITTEE

A Credit Committee was established on 12 February 2015. At
the date of this report, members composed of one Executive
Director. The Committee is responsible for reviewing of the
Company’s process and policies on credit approval and recovery
and making recommendations on any proposed changes to the
Board, monitoring the implementation and compliance with the
Company’s standard operation procedures for credit approval
and recovery and reviewing such policy, as appropriate, and
making recommendations on any revisions that may be required
to the Board.
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INVESTMENT STEERING COMMITTEE

An Investment Steering Committee was established in June
2010. At the date of this report, members composed of four
Independent Non-executive Directors. The Committee is
responsible for the consideration, recommendation of potential
investment projects. Ad-hoc meetings will be held when
potential projects are identified. During the meeting, they will
review individual project’s position and action to be taken if
necessary, and to recommend to the board for consideration
and approval.

DIRECTORS’ AND AUDITOR’S
RESPONSIBILITIES FOR ACCOUNTS

The Directors’ responsibilities for the accounts and the
responsibilities of the Auditors to the shareholders of the
Company are set out on pages 74 to 78 of this report.

RISK MANAGEMENT AND INTERNAL
CONTROL

The Board has overall responsibility for maintaining an adequate
risk management and internal control system and for reviewing
its effectiveness on an annual basis, in respect of controls on
financial, operational, compliance and risk management, to
safeguard shareholders’ interest and the Group’s assets.

The risk management and internal control system are designed
to provide reasonable, but not absolute, assurance. The system
aims to eliminate, or otherwise manage, risks of failure in
achieving the Company’s objectives.
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Main features of the risk management and
internal control system

The objectives of the risk management and internal control
framework of the Group include:

° to enhance corporate governance standards;

° to continuously establish and improve the company-wide
and top-down approach risk management and internal
control system;

° to strengthen the Group’s risk management and internal
control in compliance with the Main Board Listing Rules
requirements; and

° to address on-going changes and challenges and reduce
uncertainties.

Three-Line defense risk management model

The Group has used a three-line defense risk management
model to identify, assess, mitigate and manage risks. At the
first line of defense, operational departments are responsible for
identifying, assessing and monitoring risks associated with each
business. The management, as the second line of defense, sets
out policies and procedures, defines management structure, and
provide guidance on risk management. It ensures that risks are
within the acceptable range and that the first line of defense is
effective. As the third line of defense, the Audit Committee, with
the assistance of the Group’s internal audit department, ensures
that the first and second lines of defense are effective through
on-going assessment of the adequacy and effectiveness of the
Group’s risk management and internal control system.

Starlight Culture Entertainment Group Limited
ANNUAL REPORT 2020

RiZEERAMEETE 2 EERRE

FEERBEERABEEERZBREE

s RABEERBKE,

s HREERIRNEERAFNELMIZARERE
FERNEBBEEGE ;

s EREHRETRAUEE MEEAERZ AR
EERREEE ; &

s ERFEEFAE BLTHMBRER-

ZEMREREEERED

FEBCRA=ZEMHRRAREERAHA TG B
HREERE ZEHFNE—ERhREEH
FEAEREZBREESFAERZAR mMEEERR
EBRRERF REEERBREHRREREETES
ERSE BB ILBERT AR EIER 28
EAKRE-—BHEEARB - ERE=ZBME &
REEERAEREABERIFIZHBE T BBF
B AEERREERNESEZEFEZREM
REMIE  BRE—ERE_BHRITE RN -



Corporate Governance Report

Process Used to Identify, Evaluate and Manage Significant Risks
The processes used to identify, evaluate and manage significant
risks by the Group are summarised as follows:

Identification

° Identifies risks that may affect the Group’s businesses.

Assessment

o Assesses the risks identified by using the assessment
baseline developed by the management; and

° Considers the impact on the business and the likelihood of
their occurrence.

Responding

° Prioritises the risks by comparing the results of the risk
assessment; and

° Determines the risk management strategies and internal
control processes to prevent, avoid or mitigate the risks.

Monitoring and Reporting

° Performs ongoing and periodic monitoring of the risk and
ensures that appropriate internal control processes are in
place; and

° Reports the results of risk monitoring to the management
and the Board regularly.

With the assistance of the Group’s internal audit department for
implementation of risk management framework, management
promptly identifies risks, evaluates the likelihood and impact of
risks, assesses the adequacy of action plans to manage these
risks and monitor and evaluate the effectiveness of the actions
plans. A risk register is prepared to summarise the identified key
risks, the assessment of risk and related risk mitigating actions
and tabled for discussion by the Audit Committee, and for
reporting to the Board through the Audit Committee members.
The risk register summary facilitates the Board in reviewing the
changes in the nature and extent of significant risks, the Group’s
ability to respond to changes in its business and the external
environment, as well the scope and quality of management’s
ongoing risk monitoring and related mitigating internal control
measures.
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Internal Control

The Group’s internal audit function is performed by an internal
audit team. The team plays an important part in the assessment
of the effectiveness of the internal control systems of the Group
and reports directly to the Audit Committee on a regular basis.
The team conducts internal audit reviews on material controls
and compliance with policies and procedures of the Group.
Plans and tools for corrective actions and control improvement
are identified and communicated with operations management
to address any issues or deficiencies identified. The team
monitors the implementation of remediation plans and actions
by the operations management and reports the outcome to the
Audit Committee.

During the year ended 31 December 2020, the Board
conducted a review of the Group’s system of internal control
to ensure the effective and adequate risk management and
internal control system and convened meetings regularly to
discuss financial, operational and compliance controls and risk
management functions.

Based on the foregoing, the Group concludes that the
Group’s risk management and internal control system, as
well as resources, staff qualifications and experience, training
programmes and budget of the Group’s accounting, internal
audit and financial reporting functions, is adequate and effective.

WHISTLEBLOWING POLICY

The Audit Committee also ensures that proper whistleblowing
policy is in place so that employees can report any concerns,
including misconduct, impropriety or fraud in financial reporting
matters and accounting practices, in confidence and without
fear of recrimination, for a fair and independent investigation
and the appropriate follow-up action. Employees can report
these concerns to either the Group internal audit department
or chairman of the Audit Committee. The identity of the
whistleblower will be treated with the strictest confidence.

In 2020, no incidents of fraud or misconduct were reported
from employees, Shareholders or stakeholders that had a
material effect on the Company’s financial statements or overall
operations.
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INSIDE INFORMATION

The Board ensures the inside information is kept strictly
confidential until the relevant announcement is made. The
Directors are not aware of any significant areas which need to be
brought to the attention of the Shareholders.

COMPANY SECRETARY’S TRAINING

During the year ended 31 December 2020, Mr. Cheung has
received no less than 15 hours of relevant professional training
to refresh his skills and knowledge.

SHAREHOLDERS’ RIGHTS

Convening a Special General Meeting

Shareholders holding not less than one-tenth of the paid up
capital of the Company carrying the right of voting at general
meetings can send a written request to the Board or the
Secretary of the Company to request a Special General Meeting
(“SGM”).

The written request should be deposited at the principal place of
business of the Company in Hong Kong at Room 1203, 12/F,
118 Connaught Road West, Hong Kong, for the attention of the
Company Secretary.

The written request must state the resolution(s), accompanied by
a statement of the matters referred in the proposed resolution(s)
and signed by the shareholder(s) concerned.

The request will be verified with the Company’s share registrar
and upon its confirmation that the request is proper and in order,
the Company will convene a SGM within twenty-one (21) days of
the deposit of the request. The actual SGM shall be held within
two (2) months after the deposit of the written request.
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Putting Forward Proposals at Shareholders’
Meeting

The procedures for shareholder(s) to put forward proposals at
SGM include a written notice of those proposals being submitted
by the shareholder(s) of the Company, addressed to the Board
or the Company Secretary at the principal place of business
of the Company in Hong Kong at Room 1203, 12/F., 118
Connaught Road West, Hong Kong.

Procedures for nomination of Directors for
election

The procedures for shareholders to propose a person for
election as a Director are available on the Company’s website at
www.starlightcul.com.hk.

DIVIDEND POLICY

Starlight Culture Entertainment Group Limited (the “Company”,
together with its subsidiaries, the “Group”) in general meeting
may from time to time declare dividends in any currency to be
paid to the shareholders of the Company (the “Shareholders”)
but no dividend shall be declared in excess of the amount
recommended by the board of directors of the Company (the
“Board”) and the Board may from time to time pay to the
Shareholders such interim dividends as appear to the Board to
be justified by the profits of the Company, in accordance with the
provision of the memorandum of association and Bye-laws of
the Company (the “Bye-Laws”) and the Companies Act 1981 of
Bermuda (as amended from time to time) (the “Companies Act”).

In accordance with the applicable requirements of the Bye-
Laws and the Companies Act, the Company shall not declare or
pay a dividend, or make a distribution out of profits available for
distribution if:

(@ it would render the Company unable to pay its liabilities as
they become due; or

(o) the realisable value of the Company’s assets would
thereby become less than its liabilities.
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In addition to cash, dividends may be distributed in the form of
shares. The Board may further resolve that such dividend be
satisfied wholly or in part by the distribution of specific assets
of any kind and in particular of paid up shares, debentures or
warrants to subscribe securities of the Company or any other
company, or in any one or more of such ways, and where any
difficulty arises in regard to the distribution the Board may settle
the same as it thinks expedient.

In respect of any dividend that the Board or the Company in
general meeting has resolved that such to be paid or declared
on any class of the share capital of the Company, the Board may
further resolve either:

(@  that such dividend be satisfied wholly or in part in the form
of an allotment of shares credited as fully paid up, provided
that the Shareholders entitled thereto will be entitled to
elect to receive such dividend (or part thereof if the Board
so determines) in cash in lieu of such allotment; or

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

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

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

(o)  the Shareholder’s interests;

(c) the retained earnings and distributable reserves of the
Company and each of the members of the Group;

(d) any restrictions on payment of dividends that may be
imposed by the Group’s lenders;
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(e) the Group’s expected working capital requirements and
future expansion plans;

4] statutory and regulatory restrictions;

(90 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)y  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 2020, 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 Expectations and concerns
FinE HASE R 7
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Communication Channels
BEEE

Government and regulatory -

Compliance with laws and -

Supervision on complying with local

authorities regulations laws and regulations
B & B E 1 R - BTERRER - BEEEMEEREARNETER
— Support economic development - Routing reports and taxes paid
- ZEREERE - BERERZMARNK
— proper tax payment
- B
Shareholders — Return on investments — Regular reports and announcements
] - KERL® - ERRERAS
— Corporate governance — Regular general meetings
- EEA - EHRERG
— Business compliance — Official website
- EBER - BAHE
Employees —  Employees’ compensation and — Performance reviews
B8 benefits - R
- EEHERET - Regular meetings and trainings
- Career development - TEHgzmKIE
- BEZE — Emails, notice boards, hotline, caring
— Health and safety working activities with management
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IRIE - (LB RERBRS

Stakeholders Expectations and concerns Communication Channels
FinE HAZ R 7 BERE
Customers — Customer relationship — Face-to-face meetings and on-site
E S - EPRRE% visits

- Protect the rights of customers - HEHEEHE &S MFER

- REEERREF
Suppliers — Fair and open procurement — Suppliers’ satisfactory assessment
HAER - RPRRAERE - HEEREETG

—  Win-win cooperation

- XEEXEI'T/E

— Face-to-face meetings and on-site
visits

- HHEESZNBMIFS

General public — Involvement in communities — Organization of community activities

NBAL - tezH

— Business compliance

- EHBAR

- AABHERES

— Environmental protection

awareness

- BREREH

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 2020
(the “Reporting Period”):

ESG aspects as set forth in ESG Guide
R - (g REQIESIMBRE - HERELRRET

TRITREAEBETZAEMBEEZHAE
EMEBEAZRE HERELBE ERZF
BEMIRZEBE - HERERIEIIEE AR
B HEAREARSEEREBE_T T+
A=+—HLFE (REHE) BZFHEARZ
AEBEBBR B RR

Material ESG issues for the Group
HEEEMEBEAZRIRE - HEREGHME

A. Environmental
118

A1  Emissions

iz L)

A2  Use of resources

BERERA

A3  The environment and natural resources

RIBRRAER
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ESG aspects as set forth in ESG Guide

T

“HERERESIFRRIR - HERERER
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Material ESG issues for the Group

HAEEBEMSBEAZIRR HEREERHE

B.

Note:

Social
-

B1  Employment
(=

B2 Health and safety
REREZ S

B3 Development and training
b

B4  Labour standards
& T %8|

B5  Supply chain management
HEEEIE

B6 Product responsibility
EmEf

B7  Anti-corruption
k&5

B8 Community investment

HerRE

Since the Group is principally engaged in entertainment and
gaming business (ceased during the year), trading business
(ceased during the year) and media and culture business, 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
TR

Workplace health and safety
TESMERERZ S

Employee development and training
BB %R K5

Anti-child and forced Labour
RE T Kaghlss T

Supplier management
HEmEIE

Product quality
EmEE

Anti-corruption and anti-money laundering

RaskkiERE

Community programs
H&IEHE
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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 (ceased during the year), media
and culture, and trading (ceased during the year), 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 2020, the Group’s vehicles travelled
268,192km in total. Total emission of nitrogen oxides
and sulfur dioxide amounted to 20.03 kg and 0.39 kg
respectively. Particle emission amounted to 1.48 kg while
carbon dioxide emission amounted to 63.3 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.
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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 39,942 kWh (1,479 kWh per employee) and
total carbon dioxide emission amounted to 31.6 tonnes,
mainly due to daily consumption in the offices.
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IRIR - LG RER

WS

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).
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DATA ON GREENHOUSE GAS EMISSION

IRIR - (1B RERBRS

= RIS HFR IR

Unit Data

KPI 1.2 & 2.1 RARAE RI51E1.25 2.1 B (i 2
Vehicles E5 4 268,192 km CO2: 63.3 tonnes
268,192~ B —1bhk : 63.3MF

Power consumption BHE 39,942 kWh COz2: 31.6 tonnes
39,942F F. B — | 1bhx © 31.6M8

Total 4ms Total CO2: 94.9 tonnes

48— | 1ERR | 94.9MF

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.
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HERERKRS

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.
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B4

BS

B6

HERERKRS

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 B (IRIE - HERERKREIS
GOVERNANCE REPORTING GUIDE 51 ) &5l

INDEX

Key performance Section containing

indicators (KPls) ESG Report disclosures Remarks

A 2 S S 1R (KP) (IRIE-HEREQARS) HKESH st

A. Environmental
AIRIE

Aspect A1: Emissions

BEA1 . HE

General Disclosure Environmental
— R 5 IRIR

Information on:

BERBER R AERBH
T~ EIK R T AV HE
B EEREEEEE
MEEERN

S

the policies; and
BUR ; &

S

(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) BTFTHETABEATZENERZEIERFRAN

A1.1 The types of emissions and respective emissions Emissions
data BE
A1 HE RS R AR R BE I BUIE

A1.2 Greenhouse gas emissions in total Emissions
A2 BEREBHNE R
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Key performance Section containing
indicators (KPls) ESG Report disclosures Remarks

R 8 48 SR 1R (KPI) (RIE-HERELARS) RESH st

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

A3 FMTELXBEEEBEEYES ER business, the Company
did not produce any
chemical or medical—
related hazardous waste.
RABEHEEBER A
mELS A2 BB
FNESEEY-

A1.4 Total non-hazardous waste produced Not applicable During the course of

Al4 FREXAREBEEYRE B 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.
RABEHEEBER A
BELSAERIEEY
AL AR B] IR AR FE B
EEEEVZ BB AGE
FHE A o

A1.5 Description of measures to mitigate emissions Emissions
and results achieved BEm
A1.5 HEUEEHFR B RV T PR AR

A1.6 Description of how hazardous and non- Waste production
hazardous wastes are handled, reduction BEEYESE

initiatives and results achieved
Al6 BIEIESENBEREEYN A Z REEE
ENEERPERR
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Key performance Section containing
indicators (KPls) ESG Report disclosures Remarks
A 2 4 IS 1R (KP) (IRIE-HEREQRS) HESH st

Aspect A2: Use of Resources

[BmA2 : BRfER

General Disclosure Environmental
— AR EE 215

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

BMERER (BFEER K REMRMEL) FIBER

A2.1 Direct and/or indirect energy consumption by  Use of resources
type HREA
A2.1 BERB SN ERE R HEEERES

A2.2 Water consumption in total and intensity Use of resources
A2.2 HBFEKEREE BIREA

A2.3 Description of energy use efficiency initiatives and ~ Use of resources
results achieved BRFEA
A2.3 HtEs IR 3 5t Bl K 1S AL R

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

A2.4 $HUCREVE B KR E Rl B(E A E > U KRIRFA
FR7K 3 30 5t 8l K P 1S Al SR

A2.5 Total packaging material used for finished Not applicable
products B
A2.5 Bl mFrAEEMENEE
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Key performance

IRIR - (1B RERBRS

Section containing

indicators (KPls) ESG Report disclosures Remarks
A 2 4 IS 1R (KP) (IRIE-HEREQARES) HESH st
Aspect A3: The Environment and Natural

Resources

BEAS : RIERXAER

General Disclosure Environmental

— R EE =is

Policies on minimising the issuer’s significant impact on
the environment and natural resources.
BIRETAHNRIERRARABERGREATENBR -

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

A3l HIMEBEHHIRERRARBERNEATER
ERNEREATENITE

Use of resources

BREA

EXAEREEBMBRAT
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Key performance
indicators (KPls) ESG Report
R SR AR 3L FE AR (KPI) (IRIF-HHEREQRS)

Environmental, Social and Governance Report
IRIG - EREERS

Section containing
disclosures

MBS

Remarks

st

B. Social
B.tt &

Aspect B1: Employment
[BmEB1 : (B

General Disclosure
— AR B

Information on:

BRI &R e B K
S TIERE R
H-TEHRE ST
16~ RS AR LUR E At
FEREND :

S

the policies; and
BUER ; &

S

(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.

b) BFHETABEAXENEBERRRAN
B o
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Key performance
indicators (KPls) ESG Report
R SR AR 3L FE AR (KPI) (IRIF-HHEREQRS)

IRIR - (1B RERBRS

Section containing
disclosures Remarks

MBS st

Aspect B2: Health and Safety
[BEB2: ZRARE

General Disclosure

—RRIREE

Information on:
BRREEZETREMREREREHELTBS
8

S

the policies; and

BER ; &

S

(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.

b)) ETHTBTABEAZENHEBEZERRGN
Bio

Aspect B3: Development and Training

B3 : &R RIE

General Disclosure

— AR ER

Policies on improving employees’ knowledge and skills
for discharging duties at work. Description of training
activities.
BRIRAEE BT LIEB SRR M R i SERV ISR © 18
aIEIES

Health and safety
REHZR

Development and training
B R a3l
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Key performance
indicators (KPls) ESG Report
R SR AR 3L FE AR (KPI) (IRIF-HHEREQRS)

Environmental, Social and Governance Report
=IE - HEREARS

Section containing
disclosures Remarks

MBS st

Aspect B4: Labour Standards
[EEB4 : I ¥R

General Disclosure

—RRIREE

Information on:

ERAGIEE T 58 H%5 T !

S

the policies; and
BUER ; &

S

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

b)) EBEFTHETABEAZENHEBEEZERKEGN
B o

Aspect B5: Supply Chain Management
[EmEB5 : (HFEEEIE

General Disclosure

—RRIREE

Policies on managing environmental and social risks of
the supply chain.
EIRHFE SR NVIRIE KAt & R REUGR o
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Key performance
indicators (KPls) ESG Report
R SR AR 3L FE AR (KPI) (IRIF-HHEREQRS)

IRIR - (1B RERBRS

Section containing
disclosures Remarks

MBS st

Aspect B6: Product Responsibility
[EEB6 : EmEE

General Disclosure

—RRIREE

Information on:
BREMEHERNRBNERERZE - ESE 28K
FAEREEURBRG AN

S

the policies; and
BUR ; &

S

(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)) ETHTBTABEAZENHEBEZERRGN
Bifo

Product responsibility
EmEf

Product responsibility
EmEf
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Key performance Section containing
indicators (KPls) ESG Report disclosures Remarks
A 2 4 IS 1R (KP) (IRIE-HEREQRS) HESH st

Aspect B7: Anti-corruption
EmEB7 : RE5

General Disclosure Anti-corruption
— R B k&5

Information on:

B RIP LEFERR ~ B3R s ERGF Rt AR B2 A0

S

the policies; and
BUER ; &

S

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

laundering.
b) BTITHETABEAXENHERZEZRZRAEIN
Biklo

Aspect B8: Community Investment

[EEBS : HHERE

General Disclosure

— RN ER

Policies on community engagement to understand the ~ Community investment
needs of the communities where the issuer operates HEEE

and to ensure its activities take into consideration the

communities’ interests.

BRMtE2HERTREBMTIHTETENRRE
EREHEEBHER HAIBER -
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EXECUTIVE DIRECTORS

Mr. Tang Liang (“Mr. Tang”), aged 43, has been appointed as
an executive director on 18 September 2020. Mr. Tang has been
serving as (i) a director of Tencent Music Entertainment Group, a
company listed on the New York Stock Exchange (stock symbol:
TME), since April 2014, (i) an independent non-executive
Director of CMGE Technology Group Limited (Fr F Rl £ F
BBR/AE]), a company listed on The Stock Exchange of Hong
Kong Limited (stock code: 00302), since September 2019,
(i) the chairman of China Investment Financial Holdings Fund
Management Company Limited (F#&H R ESEEFRAE)
since April 2015, (iv) a director of CAS Health Industry (Beijing)
Company Ltd. (FEMEEEEZ JER) B2 &) since December
2016, (v) the chairman of Hefei CICFH Industry Investment
Management Company Limited (GBI EEKREEIER
FR/A &) since December 2016, (vi) the chairman of Hefei China
Film CICFH Investment Management Company Limited (& B

TR EEERRAT) since March 2017, and (vii) a
director of Zhongke Zhiyun Technology Company Limited (F17%}
BERIZHRAE) since June 2018.

Mr. Tang graduated from Peking University in July 2000 with a
bachelor’s degree in law. Mr. Tang received a master’s degree
in litigation law from Peking University in July 2002, a master’s
degree in law from Yale University in June 2003 and a master’s
degree in science of law from Stanford University in June 2005.

Mr. Chau Chit (“Mr. Chau”), aged 56, 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.

Directors’ Profiles
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Directors’ Profiles

EEREE

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 re-designated as the Chairman of Vision Fame International
Holding Limited and ceased to act as the Co-chairman of Vision
Fame International Holding Limited on 7 September 2018.

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.

Mr. Luo Lei (“Mr. Luo”), aged 51, is a television and film
director and producer. A graduate of the prestigious Directing
Program of Beijing Film Academy and a member of the
Producers Guild of America, Peter has been involved in film and
television productions for decades. Peter produces powerful,
innovative and diverse visual narratives that sit at the intersection
of prestige and wide commercial appeal, like E&F “Marshall”,
&334 “Crazy Rich Asians”, &8 “Midway”, RBEILIH
= “Scary Stories to Tell in the Dark”, E 2 # “Wuhan Wuhan”,
HepAFE “Malignant”, fI# “Umma” and so on. Peter also
worked as an executive producer, director, screenwriter, and
showrunner, making many critically acclaimed and highly-rated
film and television programs, starting in 2001. These include:
BESYERIEEF “Love in Sunshine”, which was the first TV
drama in China that finished the whole production outside the
country; X&ATER “Blooming Hibiscus,” which was the first
TV drama with a city marketing plan in China; the TV series
BIREZE “Plainclothes Policeman,” which was broadcast on
CCTV-1, ranked in the top three in ratings for a year, and won
many awards including ‘The Five Best National Works’ and the
‘Outstanding TV Drama Awards from the State Administration
of Radio, Film and Television’; 151 E “Snowy Eagle”, which
was broadcast on CCTV-1, and was the highest-rated show of
that year, while also setting a record of 1.5 billion views online;
and BESHEAM[FE RV EE “Papa, Can You Hear Me Sing,” which
was the highest-rated show in China the year it debuted. Due
to Mr Luo’s contribution to promote diversity and inclusion in
the industry, Mr. Luo has been awarded the Griot Gala Award
in 2020 and has been rated as one of the Top dealmakers in
Hollywood in 2020 by the Variety Magazine.
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Mr. Sang Kanggiao (“Mr. Sang”), aged 45, 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 Limited (BEE£EZERERAT),
a company listed on the Main Board of the Stock Exchange of
Hong Kong Limited (stock code: 1483).

Mr. Gao Qun (“Mr. Gao”), aged 51, 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 Beijing WD Pictures Company Limited* (“‘Beijing WD
Pictures”), an innovative entertainment company engaged in
the development, production, marketing and distribution of
films 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.

Ms. Wu Xiaoli (“Ms. Wu”), aged 31, 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 FINEEIZRBRAF], a company established in
the PRC, from 2012 to 2017. Since 2017, Ms. Wu has served
as the general manager of FMNBBISXEBIRERAE (‘HZ
Bochuang”)
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INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Wong Wai Kwan (“Mr. Wong”), aged 53, 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 @ 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 53, 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 65, 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.

Mr. Wong Wai Hung (“Mr. Wong”), aged 67, 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., Ltd* GtREHEE
BB RAF]) from 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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EFEHRES

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 2020.

PRINCIPAL ACTIVITIES

During the year and up to 31 December 2020, the company
and its subsidiaries (the “Group”) were involved in the following
principal activities:

° media and culture business

RESULTS

The results of the Group for the year ended 31 December 2020
are set out in the consolidated statement of profit or loss and
consolidated statement of comprehensive income on page 79 of
the annual report.

BUSINESS REVIEW

The Group reported a net loss attributable to owners of the
Company of approximately HK$162.3 million for the year ended
31 December 2020 (2019: net profit of approximately HK$98.2
million) as revenue from its media and culture business reduced
to approximately HK$47.8 million, compared with approximately
HK$323.9 million of last year.

For the entire year of 2020, the media business of the Group
was affected by the COVID-19 pandemic which has spread all
over the world. As the business activity slowed down and the
film and TV drama projects currently being developed by the
Group postponed, revenue from TV drama and film investments
for the year of 2020 derived entirely from the media products
already released/published in the years in 2019 and 2018.

The Group will continue to monitor the development of
COVID-19 situation closely and assess its impacts on the
financial position and operating results of the Group.
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Basic loss per share for the year amounted to approximately
19.70 HK cents (2019: earning per share 13.37 HK cents). Net
assets of the Group were approximately HK$176,575,000 (2019:
approximately HK$309,552,000).

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

2. The impact of COVID-19 and the weakening in economic
and credit market conditions may continue to adversely
affect film boxing revenue and the profitability of our media
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 238 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 in view of the impacts of COVID-19. 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.
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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 84 of the annual report.

DISTRIBUTABLE RESERVES OF THE
COMPANY

The Company had no distributable reserves at 31 December
2020 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 2020 (2019:
HK$556,778,000) 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 29% and 100% respectively of the
total sales for the year. Purchases from the largest one and five
largest suppliers accounted for 37% and 96% 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.
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DIRECTORS

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

Chairman

Mr. Tang Liang (appointed on 18 September 2020)
Mr. Fang Jun (resigned on 17 September 2020)

Chief Executive Officer
Mr. Luo Lei

Executive Directors

Mr. Chau Chit (Deputy Chairman)

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

Ms. Wu Xiaoli

Mr. Chen Jie (resigned on 17 September 2020)

Mr. Hung Ching Fung (retired on 30 June 2020)

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

Mr. Wong Wai Hung

In accordance with Bye-laws 86(2), 87(1) and 87(2) of the
Company’s bye-laws, Mr. Tang Liang, Mr. Wong Wai Kwan, Mr.
Michael Ngai Ming Tak, Mr. Ma Runsheng and Mr. Wong Wai
Hung shall retire from office at the forthcoming annual general
meeting of the Company, and being eligible to offer themselves
for re-election at the forthcoming annual general meeting of the
Company.
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None of the directors being eligible 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 2020, 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 (“SFO”)) 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
FREEAEZZ weRiTRETZ

BERlH SiEREA B E S L
Mr. Sang Kanggiao REBRE 13,629,500 1.65%
Mr. Chau Chit BHE &% 49,693,600 6.03%
Save as disclosed above, as at 31 December 2020, none of [ ENFIREBEEIIN W _E_EF+_H=+—

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
2020.
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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 2020, 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:

Directors’ Report
ESEREE

FERR 2 m R

RN_E_ESF+_B=+—H MAERBDEERE
BITERABMA UL TFTAL (R ERESEKE
BITHABRIN RAR B Z RN K ABRE RS
BERBEBEHSERPEEMEXVEF2RIDIBZIEX
MARARABREZ ERd KA WREES R
B HI5E336K BRAABDFEZELMATRLHZ
BREXE AR THNEA ARz ma

S A
xAE

Approximate

percentage
Number of of issued
ordinary share capital of
Name of shareholder Capacity shares held the Company
BEATERHT
IERER, BB g1 Fris&i@EREE R TESEE
(Note 1)
(Pff5E1)
Timcha Investment Limited Beneficial owner (note 2) 220,013,514 (L) 26.71%
(REEREBRAT) (“Formerly
known as CICFH Innovation
Investment Limited”)
A ERRAT BamEB A (H5E2)
(TBT#ECICFH Innovation
Investment Limited 1)
IRREEBNEEERRAE Interest of corporation controlled 220,013,514 (L) 26.71%
by you (note 2)
BT ERIR EE R (FsE2)
ARBEIRFAERERRAR Interest of corporation controlled 220,013,514 (L) 26.71%
by you (note 2)
BT ERIR EE R (5E2)
IR IR EERER AR Interest of corporation controlled 220,013,514 (L) 26.71%
by you (note 2)
BTG EREER ([H5E2)
Mega Start Limited Beneficial owner (note 3) 49,693,600 (L) 6.03%
BmER A (FEE3)
Chau Chit Interest of corporation controlled 49,693,600 (L) 6.03%
by you (note 3) \
B BT ESIR A E R (EES)
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Notes:

()

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 2020.

The entire issued share capital of Timcha Investment Limited
(“Formerly known as CICFH Innovation Investment Limited”) is
wholly and beneficially owned by ;I[2E2EXCEEERAE,
which is owned as to 34.97% by JI[EE IRIHFAIZREARA
5], which is wholly and beneficially owned by ST FERH 38 &
EIEHR/AF]. By virtue of the Securities and Futures Ordinance,
IREBXCEBEERAD, TREINFAXKERRA
8] and JIERHEMIBEEEIERRAT are deemed to be
interested in all the shares in which Timcha Investment Limited is
interested under the SFO.

The entire issued share capital of Mega Start Limited is wholly and
beneficially 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 2020.
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CONVERTIBLE SECURITIES,
WARRANTS OR SIMILAR RIGHTS

The Company had no outstanding convertible securities,
warrants or other similar rights as at 31 December 2020
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.

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 2020, neither the Company
nor any of its subsidiaries has purchased, sold or redeemed any
of the Company’s listed securities.
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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 2020.

DISCLOSURE OF DIRECTORS’
INFORMATION UNDER RULE 13.51B(1)
OF THE LISTING RULES

Following is the changes in the information of Directors since
the date of the 2020 Interim Report of the Company, which
are required to be disclosed pursuant to Rule 13.51B(1) of the
Listing Rules: As agreed by Mr. Gao Qun, Mr. Gao Qun’s annual
director’'s remuneration would be reduced to HK$600,000
effective from the year of 2020.

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 2020.

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. Tang Liang
Chairman

Hong Kong

23 April 2021
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Independent Auditor’s Report

et
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 79 to 238,
which comprise the consolidated statement of financial position
as at 31 December 2020, 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 2020, 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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BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSASs”) 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 (continueq)

Key audit matter

FREZEIER

Independent Auditor’s Report

B2 HEER S

FAREBIZEIE »

How our audit addressed the key audit matter

BAIBEH MR RARE A FIR

Impairment of investment in film and
television programs and program rights

ERRERMBUREERERENRE

As at 31 December 2020, the carrying amount
of investment in film and television programs and
program rights of the Group, net of impairment,
was HK$301,062,000. An impairment test
is performed when an event or change in
circumstance indicates that the carrying amounts
of unamortised investment in film and television
programs and program rights may exceed their
recoverable amounts.
RIZE-ZTF+_"FA=+—H> BSEEBE
BRONEUREBERELENRBER KT

AEHETKRBERHEUADNERERENK
H{E A s B A HE A el & BREF & 1T ER & o

Management reviews investment in film and
television programs and program rights regularly
to reassess the estimated recoverable amounts
with reference to the marketability of each film
and television program and the current market
condition. The recoverable amounts are calculated
based on the value-in-use calculation which uses
the present value of the expected future cash
flows.

EEETHERERX KERE B URE B RE
KREUZREEX RERMNENBHEEREA
Mo BTG i 5t T U Bl & 28 o I W [B] & 2R IR {F
RAEE EHEABRRRBESRENRETE) 5t
Ho

Our audit procedures in relation to the impairment
assessment included:

HPIBRETERITHE LR R BIE -

Evaluating the assumptions underpinning the
discounted cash flow models, which included
budgeted box office revenue, revenue from licensing of
the distribution rights over film and television programs,
non-box office distribution revenue and distribution
expenses, by comparing them with projections and
periodic statements from the program producers and
distributors and the historical cashflows in relation to
the films and investment in television programs and
program rights;

BB EE B REAREITENTER K E B RER AR
B REEBREAUKMBREMELNELRE
MEBETHER TEXFERRETRAERANRE
ETERBEERRENT RUBREREREIZITEN
W IFREE BT R R DIHESE ;

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;
AHEEERNHBH T BAZEMBEERETER
BENSE TEMRRERERAMEANEER
=

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

HABERBEEMBNBARBRETRRED N &

Assessing the related disclosures made in the
consolidated financial statements.
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KEY AUDIT MATTERS (continueq)

Key audit matter

FREZEIER

FAREBZEIE »

How our audit addressed the key audit matter

BRI EH MR RARE A FIR

Impairment of investment in film and
television programs and program rights
(continued)

ERRERMBURMBRERENRME (&

The management performed impairment test
on the carrying amount of investment in film
and television programs and program rights as
at 31 December 2020 and no impairment was
recognised during the year. We focused on this
area because the cash flow projections require
significant management’s judgements and
estimations.

RIE_EF+_HA=+—H EHEEMNEF
BRAEUARBHERERENREEETRE
R R X b SRR B o P B R R I SR T (&
ReERERAREEEEFLBRHIE Kbste

Related disclosures are included in notes 2.4, 3
and 21 to the consolidated financial statements.
MR EHN S ERERMEE2.43/K21 0
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FAREBIZEIE »

How our audit addressed the key audit matter

BAIBEH MR RARE A FIR

KEY AUDIT MATTERS (continueq)

Key audit matter

FREZEIER

Provision for expected credit loss on trade
receivables and contract assets

BERRWRERGNEENTAREEGIRERE

Our audit procedures in relation to the expected credit loss
assessment included:

HPIM AR EEBENGRTHEZEF SR -

As at 31 December 2020, the net balance
of trade receivables and the provision for
impairment amounted to HK$67,233,000

and HK$71,631,000 respectively, and the net
balance of contract assets and the provision for
impairment amounted to HK$94,025,000 and
HK$27,863,000 respectively.
RIEZZRE+"_A=+—H BZRKIEN
4 ERPER BRI E BB 9 Bl 767,233,000 T K
71,631,000 70 B E ER G R FRE KR EE
12 71l 794,025,0007% 7t 52 27,863,000/ 7T, ©

The Group applies the simplified approach to
determine the provision for expected credit losses
prescribed by HKFRS 9, which requires the use
of the lifetime expected loss provision for all trade
receivables and contract assets. This involves
management’s judgement, which includes
assessing the aging of the balances, recent
historical payment patterns, forecast of future
conditions and assessing any other available
information concerning the creditworthiness of the
counterparties. The Group uses such information
to determine whether a provision for impairment is
required either for a specific transaction or for the
overall balance of a customer category.
BEEBRAT BV BRSENFORTAMME
BT E SR EEE B  ZEARERARA
BEESRUARERGHNEEERSRAEREE
BE LRI REIEENHE > 8P EOET G4
ERAVERES ~ AT HRRVIE S8 2 (AR T~ SRR AR L TR
MWk sHEEREMBERE FHEEENAIEE
ke BEBTAZFEHNETESHEUARTER
S E P BN EL RERE

Obtaining an understanding and evaluating the
management’s judgement and estimation of the inputs
applied in the expected credit loss model including
testing the aging of the receivables and contracts
assets on a sample basis and reviewing the repayment
history;
TERERIGEEENRBCERERERFMERNG
ABENHE ks SEHRRREBERENEEN
RECETHEAE BB ENCER

Recalculating the amount of expected credit loss
according to the management’s estimation and data
source, and comparing it with the provision made by
the management;

REBEEEENGA RBBRRENAERREES
B8R W EIREEELNREEETIEER ;

Checking the adequacy of expected credit loss
disclosure of accounts receivable and contract assets
in the financial statement; and
BEMBRRPIEENEVIRER RGN EENTER
EERENERN ; &
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KEY AUDIT MATTERS (continueq) E fﬁ%*ﬁ%lﬁ €=
Key audit matter How our audit addressed the key audit matter
RASEEIZF IR KBV E 5+ fFI A7 R RR IR B 51 B IR

Provision for expected credit loss on trade
receivables and contract assets (continued)

BERRWRERANEENTAREEBRER (&

The estimation of expected credit losses of the
trade receivables and contract assets requires
significant management’s judgments and
estimations. Therefore it was identified as an area
of focus for the audit.
BEENTHEZRUFRERENEENTEHR
EERERREREARHIE LA IR ER
RBEFTHRREREEHE

Related disclosures are included in notes 3,18
and 20 to the consolidated financial statements.
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OTHER INFORMATION INCLUDED IN
THE ANNUAL REPORT

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the Annual Report, other than the consolidated
financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not
cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial statements
or our knowledge obtained in the audit or otherwise appears
to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement
of this other information, we are required to report that fact. We
have nothing to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS
FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation
of the consolidated financial statements that give a true and
fair view in accordance with HKFRSs issued by the HKICPA
and the disclosure requirements of the Hong Kong Companies
Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement,
whether due to fraud or error.
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RESPONSIBILITIES OF THE DIRECTORS
FOR THE CONSOLIDATED FINANCIAL
STATEMENTS (continueq)

In preparing the consolidated financial statements, the directors
of the Company are responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern
basis of accounting unless the directors of the Company either
intend to liquidate the Group or to cease operations or have no
realistic alternative but to do so.

The directors of the Company are assisted by the Audit
Committee in discharging their responsibilities for overseeing the
Group’s financial reporting process.

AUDITOR’S RESPONSIBILITIES FOR
THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes our opinion. Our
report is made solely to you, as a body, in accordance with
section 90 of the Bermuda Companies Act 1981, and for no
other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs
will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.
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AUDITOR’S RESPONSIBILITIES FOR
THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (continueq)

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional scepticism
throughout the audit. We also:

° Identify and assess the risks of material misstatement
of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal
control.

° Obtain an understanding of internal control relevant to
the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the
Group’s internal control.

° Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by the directors.
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Independent Auditor’s Report
BB ET R S

AUDITOR’S RESPONSIBILITIES FOR
THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (continueq)

Conclude on the appropriateness of the directors’ use of
the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast
significant doubt on the Group’s ability to continue as a
going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated
financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the
Group to cease to continue as a going concern.

Evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and
events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction,
supervision and performance of the group audit. We
remain solely responsible for our audit opinion.

Starlight Culture Entertainment Group Limited
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Independent Auditor’s Report

AUDITOR’S RESPONSIBILITIES FOR
THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (continueq)

We communicate with the Audit Committee regarding, among
other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide the Audit Committee with a statement that
we have complied with relevant ethical requirements regarding
independence and to communicate with them all relationships
and other matters that may reasonably be thought to bear
on our independence, and where applicable, actions taken to
eliminate threats or safeguards applied.

From the matters communicated with the Audit Committee,
we determine those matters that were of most significance in
the audit of the consolidated financial statements of the current
period and are therefore the key audit matters. We describe
these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this
independent auditor’s report is Siu Fung Terence Ho.

Ernst & Young

Certified Public Accountants
Hong Kong

23 April 2021
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Consolidated Statement of Profit Or Loss
FRIEER

Year ended 31 December 2020 & ZEZ _—_ZE _ZE&F&+_F=+—HIEEE

2020 2019
—T-EHF “E-NEF
Notes HK$°000 HK$’'000
i3 TR T
CONTINUING OPERATIONS FRBREER
REVENUE W e 5 47,761 323,949
Cost of sales THE AR (75,997) (92,593)
Gross (loss)/profit (E1B) EF (28,236) 231,356
Other income and gains E AU A B Uz 5 3,775 12,672
Selling and distribution expenses  $H& KD X = (5,966)
Administrative expenses THREZ (24,219) (38,022)
Reversal of impairment loss on B hEBERMBEUREE
investment in film and television ARE R B R E R 1B (O]
programs and program rights - 10,356
Impairment losses on financial and &R R EHNE ERERIE
contract assets, net JRRE (90,436) (3,569)
Change in fair value of TEEmaEATEED
derivative financial liabilities 14,390 (82,477)
Change in fair value of AR ES AT EE
convertible bonds - (548)
Finance costs =i 7 (13,602) (21,342)
Other expenses HAhpax (12,143) =
(LOSS)/PROFIT BEFORE TAX FROM 5 #E £ 275 2 IR TR A
CONTINUING OPERATIONS (B518) /@] 6 (150,471) 152,460
Income tax expense Frigff 10 (11,785) (51,212)
(LOSS)/PROFIT FOR THE FREREEE ZFEN
YEAR FROM CONTINUING (B518) /@]
OPERATIONS (162,256) 101,248
DISCONTINUED OPERATIONS B#RILEEEEE
Loss for the year from discontinued B IEEEEFE
operations FNEE 11 (152) (3,754)
(LOSS)/PROFIT FOR THE YEAR P (§548) i## (162,408) 97,494

79 Starlight Culture Entertainment Group Limited
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Consolidated Statement of Profit Or Loss
:\\Tn*ﬂﬁn?—‘:z

Year ended 31 December 2020 & EZE _—_ZE _ZE&F&+_F=+—HIEEE

2020 2019
—T-EF —ZT—hE
Notes HK$’000 HK$'000
B 5 FE&T TAT
Attributable to: DU AR -
Owners of the parent ISYNEIEZZ=N (162,275) 98,181
Non-controlling interests IR (133) (687)
(162,408) 97,494
(LOSS)/EARNINGS PER SHARE BAFRELERESIFEA
ATTRIBUTABLE TO ORDINARY FE{545Ag (5548) & FI
EQUITY HOLDERS OF
THE PARENT 12
Basic and diluted =993 3
— For (loss)/profit for the year —FRQ (FB8) Ed HK (19.70) centsi#&fll  HK13.37 centsill
— For (loss)/profit for —BEREER Y
continuing operations (518 E A HK (19.68) centsll HK13.88 centsi Ll
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Consolidated Statement of Comprehensive Income

FerElER

Year ended 31 December 2020 & ZEZ _—_ZE _ZE&F&+_F=+—HIEEE

2020 2019
HK$’000 HK$'000
Tz T
(LOSS)/PROFIT FOR THE YEAR £ (5538) &## (162,408) 97,494
OTHER COMPREHENSIVE Hth 2wz
INCOME
Other comprehensive income that H#& BRI sEEFHNDIER
may be reclassified to profit or BEzHMMEEWE
loss in subsequent periods:
Exchange differences: [EREZE .
Exchange differences on translation RGN EFREL >
of foreign operations PE R EXE 8,531 (138)
Net other comprehensive income  HgHAE rIsEEFDEEE
that may be reclassified to profit Baz Bt mEmsls
or loss in subsequent periods 8,531 (138)
OTHER COMPREHENSIVE FRHEMEEmWE  (E58)
INCOME/(LOSS) FOR #R12)
THE YEAR, NET OF TAX 8,531 (138)
TOTAL COMPREHENSIVE FRRME B518) WEEE
(LOSS)/INCOME FOR
THE YEAR (153,877) 97,356
Attributable to: UM AT,
Owners of the parent BATHAE A (153,748) 98,038
Non-controlling interests JEVERG RE 2 (129) (682)
(153,877) 97,356
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Consolidated Statement of Financial Position

iRa MR RR

31 December 2020 —E - F+_"F=+—H

2020 2019
ZECSE —E-NF
Notes HK$’000 HK$'000
B 5 FER FAET
NON-CURRENT ASSETS JERENEE
Property, plant and equipment L EN =Y 14 1,781 1,743
Right-of-use assets FREESE 16 4,384 6,062
Club debenture EFTES 15 - 320
Deferred tax assets RERIBEE 17 - 802
Total non-current assets EREEERE 6,165 8,927
CURRENT ASSETS TREBEE
Trade receivables & 5 e IE 18 67,233 257,963
Prepayments, other receivables AT A s HthE IR IE &
and other assets Hth&E 19 404,567 322,817
Contract assets BREE 20 94,025 144,753
Investment in film and television E &R =A==
programs and program rights IR S 21 301,062 259,719
Cash and cash equivalents HerRaEEIER 22 142,837 180,404
Assets of a disposal group NEAFBELENLE
classified as held for sale WHAEE 11 2,568 =
Total current assets MENEERE 1,012,292 1,165,656
CURRENT LIABILITIES mEAR
Trade payables B e FIE 23 = 3,162
Other payables and accruals HME I RIBERESTE R 24 156,656 132,292
Contract liabilities =X OI=NE 25 92,618 71,936
Amounts due to non-controlling FEAT IS B A B FEITERE
shareholders of subsidiaries B E=I1E 26 - 20,900
Interest-bearing bank and other SEIRTREMEE
borrowings 27 184,830 211,827
Derivative financial liabilities mEEmas 27 17,945 32,477
Amounts due to a shareholder ER—R IR RIB 38 - 175,652
Promissory notes ARTER 28 1,000 9,000
Lease liabilities HE&aE 16 1,938 2,241
Tax payable FE(TTRIE 38,056 47,725
Liabilities directly associated with ~ EADIEAREHESE
the assets classified as held for BiIZEENEAaE
sale 11 4,833 -
Total current liabilities bt = REF L] 497,876 707,212
NET CURRENT ASSETS REBEERE 514,416 458,444
TOTAL ASSETS LESS mEERRBER
CURRENT LIABILITIES 520,581 467,371
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Consolidated Statement of Financial Position

IR UL W

31 December 2020 2" F+_"F=+—H

2020 2019
—EEF —E—hEF
Notes HK$’000 HK$’000
i3 T#x FBzT
NON-CURRENT LIABILITIES JEFENEaE
Interest-bearing bank and FFEBITRAEMEES
other borrowings 27 325,089 149,874
Amounts due to a shareholder FE—2 PR RIE 38 1,188 =
Lease liabilities HEaE 16 2,780 4,071
Deferred tax liabilities ERIEAE 17 14,949 3,874
Total non-current liabilities JEFEN B BT 344,006 157,819
Net assets EEFE 176,575 309,552
EQUITY s
Equity attributable to BATERE AELER
owners of the parent
Share capital [N 30 82,356 82,356
Reserves G 33 120,192 273,940
202,548 356,296
Non-controlling interests JEITRG R (25,973) (46,744)
Total equity W iEEE 176,575 309,552
Tang Liang Chau Chit
EE A
Chairman Director
FE BE

Starlight Culture Entertainment Group Limited
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Consolidated Statement of Changes in Equity
A ERBER

i =1

Year ended 31 December 2020 & ZE

Attributable to owners of the parent

—E=—=

—= ==

F+RA=+—HLEE

BATEA AR
Capital Statutory Non-
Share Share  redemption reserve Exchange Accumulated controlling Total
capital premium reserve fund reserves losses Total interests equity
BHER
2. RiEE i EELES ERGE RatiH CEE 2000 - ]
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHr FE FHr TEr FHEr TEr FHn FEr TE
(note 30) (note 33) (note 33)
(Fi5£30) (Hi3£33) (Hiz£33)
At 1 January 2019 RZE-NE—-A—-H 67,356 196,230 1,564 - (4,278) (378,162 (117,290) (46,062) (163,352)
Profit/{oss)for the year ERERN/ B9 - - - - - 98,181 98,181 (687) 97,494
Other comprehensive income FREMPENE
for the year:
Exchange differences related to BEBNEBELERER
foreign operations - - - - (143) - (143) 5 (138)
Total comprehensive income/(loss) ~ BRIAEE2E W/ (818
for the year Far - = = = (143) 98,181 98,038 (682) 97,356
Transfer to statutory surplus reserve BB E: ER AR - - - 5,000 - (5,000) = = =
Issue of shares upon conversion of  FREIATI#AR B TR
convertible bonds 7,200 173,348 - - - - 180,648 - 180,548
Issue of shares upon share RRARER TR
subscription 7,800 187,200 - - - - 195,000 - 195,000
At 31 December 2019 RZE-nE+ZA=+-A 82,356 556,778 1564 5,000 (@421)  (284981) 356,206 (46,744) 309,552
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Consolidated Statement of Changes in Equity

RaEm

SEHE

Year ended 31 December 2020 & ZE

—=—=

—= ==

FE+BA=+—HLEE

Attributable to owners of the parent

BARRAAERE
Capital Statutory Non-
Share Share  redemption reserve Exchange Accumulated controlling Total
capital premium* reserve* fund* reserves* losses* Total interests equity
BEHE
BE  RiVEE e EEARE  ERfE  BHER it EERED e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TER TR TER TER TR TR TR TER
(note 30) (note 33) (note 33)
(Fi5£30) (Hi3£33) (Hiz£33)
At 1 January 2020 RZZZ%5-B—H 82,356 556,778 1,664 5,000 (4,421) (284,981) 356,296 (46,744) 309,552
Loss for the year ENEE - - - - - (162,275) (162,275) (133) (162,408)
Other comprehensive income FREMPENE
for the year:
Exchange differences related to BEREENEREEY
foreign operations ERER - - - - 8,527 - 8,527 4 8,531
Total comprehensive income/(loss) ~ AEELENRE/ (H1E) BE
for the year - - - - 8527 (162,275 (153,748) (129)  (153877)
Walver of an amount payable to HEEAEERREZTE
non-controlling shareholder - - - - - - - 20,900 20,900
At 31 December 2020 RIEZEF+ZA=+—H 82,356 556,778 1,564 5,000 4,106 (447,256) 202,548 (25,973) 176,575
* These reserve accounts comprise the consolidated reserves of * LEHEBERBEFAEUHFERRRANE

HK$120,192,000 (2019: HK$273,940,000) in the consolidated
statement of financial position.

Starlight Culture Entertainment Group Limited
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Consolidated Statement of Cash Flows

malRERER

Year ended 31 December 2020 E _E _EF+_HF=+—HIEEE

2020 2019
“ETHF —E-hEF
Notes HK$’000 HK$'000
B 5 FE&T TAT
CASH FLOWS FROM REEFZMENE
OPERATING ACTIVITIES
(Loss)/profit before tax bRIRET (B518) i F)
From continuing operations REFEKS XK (150,471) 152,460
From discontinued operations KEBR ISR 11 (152) (4,363)
Adjustments for: BTEIEIEHREE
Finance costs L& A 7 13,602 21,342
Interest income FMEUWA 5 4 (36)
Gain on waiver of interest HEeMEZWa 5 (3,032) (7,005)
(Gain)/loss on disposal of HEWBARZ
subsidiaries (W) /548 36 (2,455) 14
Fair value losses/(gains), net: NEEREE (WEH) $5E
Derivative financial liabilities mETmAaE 6 (14,390) 32,477
Convertible bonds AR ES 6 - 548
Depreciation of property, ME- -BERZEITE
plant and equipment 6,14 966 1,213
Depreciation of right-of-use EREEETE
assets 6,16 2,719 2,608
Reversal of impairment of B hERMBEUKEE
investment in film and hRE R B R E O]
television programs and
program rights 6,21 - (10,356)
Amortisation of investment in fim B KERHEULEE
and television programs and hi R 3 5 4 6
program rights 21 64,425 92,592
Amortisation of prepayment, FETRRIE ~ E fhFE =R IE K
other receivables and Hh& =8y
other assets 71 -
Impairment losses of financial SRR ENEERERIE
and contract assets, net PER 6 90,436 3,569
1,715 285,063
Increase in investment in fimand B REREE UK
television programs and AR EIE N
program rights (68,306) (221,580)
Decrease/(increase) in B 5 EWERIE R, ()
trade receivables 192,374 (259,871)
Increase in prepayments, other FETAIE N EMENEIE K
receivables and other assets Hh&E Eg (122,399) (89,482
Decrease in trade payables B 5 EARIER LD - (57)
Increase in other payables and HME A RIB R EST
accruals ===pi il 16,384 106,215
Increase in contract assets SHEEEMN (27,360) (90,866)
Increase in contract liabilities SHEEEM 19,012 70,646
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Consolidated Statement of Cash Flows

n\7|-\ IE % ;ﬁ E 1%

Year ended 31 December 2020 E _E _EF+_F=+—HIEEE

87

2020 2019
—E-THF “E—NEF
Notes HK$°000 HK$’000
Mi5E FER FAET
Cash generated from/(used in) KB, ~ (AR) KREEHE2
operations RE 11,420 (199,932)
Taxes paid SARNEE (11,300) =
Net cash flows from/(used in) KB~ (BAR) K&K
operating activities RERE30 120 (199,932)
CASH FLOWS FROM KREEEZRERE
INVESTING ACTIVITIES
Purchases of items of property, BEYE BERKXEEEB
plant and equipment 14 (1,106) (1,191)
Disposal of subsidiaries HEHB AR 36 (101) 8,300
Interest received BUWH & 4 36
Net cash flows (used in)/from (AR kKB ES¥EERS
in investing activities MEFEE (1,203) 7,145
CASH FLOWS FROM MEEBZRERE
FINANCING ACTIVITIES
Proceeds from issue of KBHTHRKRESH
convertible bonds Fri8kIg - 180,000
Proceeds from issue of shares K E ’é‘éﬁﬁyfﬁﬁ’\]ﬁﬁ%’t%’ﬂﬁ - 131,710
Increase in amounts due to a FE( — 4 PR B 2 FRIB1E 0
shareholder 1,188 472,229
Repayment of amounts due toa ~ EEREN—RREZHIE
shareholder (175,652) (296,577)
Repayment of promissory notes EEARREE (8,000) (257,998)
New bank loans and other MIBTTERKRAEMEES
borrowings 155,195 164,197
Repayment of bank loans and BRIBTEAREMEES
other borrowings (6,152) (29,776)
Principal portion of lease payments 8 & (Y £ 28> 16 (2,656) (2,358)
Interest paid [SERpANS (306) (13,430)
Net cash flows (used in)/from (AR RERBEEEZ
financing activities REREFE (36,383) 347,997
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Consolidated Statement of Cash Flows

RERERER

Year ended 31 December 2020 & = SZE+ZA=1+—HILEE
2020 2019
—EER —E—hF
Notes HK$’000 HK$'000
Fe 5 FER FAET
NET (DECREASE)/INCREASE HERFAEZEEEE (BL)
IN CASH AND CASH /IR EE
EQUIVALENTS (37,466) 155,210
Cash and cash equivalents at FHIZRERIAESEEIER
beginning of year 180,404 26,907
Effect of foreign exchange rate EXE e E B
changes, net (94) (1,713)
CASH AND CASH EQUIVALENTS X zIRe RS ZEER
AT END OF YEAR 142,844 180,404
ANALYSIS OF BALANCES R&RIAESEEBLER
OF CASH AND CASH Stk
EQUIVALENTS
Cash and cash equivalents as R BRREEREINNIRE R
stated in the statement of HEEEEB
financial position 22 142,837 180,404
Cash attributable to a ERIEKEEBEHIRE
discontinued operation 11 7 -
Cash and cash equivalents as RIRERERETNIRE R
stated in the statement of BE%EEEE
cash flows 142,844 180,404
B CIREEEERAR

—BCTEFR
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Notes to Financial Statements

MR RMIEE

31 December 2020 2" F+_"F=+—H

CORPORATE AND GROUP
INFORMATION

Starlight Culture Entertainment Group Limited (the
“Company”) is incorporated in Bermuda as an exempted
company with limited liability and its shares are listed on
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The address of the registered office and
principal place of business of the Company is Room 12083,
12/F, 118 Connaught Road West, Hong Kong.

During the year and up to 31 December 2020, the
Company and its subsidiaries (the “Group”) were involved
in media and culture business.

In the opinion of the directors of the Company (the
“Directors”), the single largest shareholder of the Company
is Timcha Investment Limited (formerly known as CICFH
Innovation Investment Limited) (“Timcha”), a company
wholly owned by T2 E2EXEEBBR AR (Jiangyin
Starlight Communications Co., Ltd.*), a limited company
incorporated in the PRC. In the opinion of the Directors,
as of 31 December 2020, the Company had no single
controlling shareholder.

* The English name of the entity registered in the People’s
Republic of China (the “PRC”) represent the best efforts
made by the management of the Company to translate its
Chinese name as the entity does not have official English
name.

Starlight Culture Entertainment Group Limited
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1.

CORPORATE AND GROUP

INFORMATION (continued)

Information about subsidiaries

Notes to Financial Statements

MR RMIEE

31 December 2020 2= F+_"_F=+—H

Particulars of the Company’s principal subsidiaries are as

ATIRERER @

ftBABER

FABZEEMBABFBUNT ¢

follows:
Place of incorporation/  Issued ordinary/
registration and registered Percentage of Equity
Name business share capital attributable to the company Principal activities
MR itk BRTEERRE
28 ERE Vg3t e ARRET A TEEH
Direct Indirect
Ef i
Surin Development Ltd. British Virgin Islands US$1 Ordinary share 100% - Investment holding
HEEYHS EBERIET BREER
Star Media International Limited Republic of Seychelles US$1 Ordinary share - 100% Film investment
ETHANE BBERIZET BEXRE
Starlight Legend Investment  Republic of Seychelles US$1 Ordinary share 100% - Investment holding
Limited
ETHENE BBki1ET REER
Starlight Media Inc. United States of America US$1,000,000 Ordinary share - 100%  Media and movie operation
EH2ARE E38/%1,000,000% 7T BERETER
Marshall Holding, LLC United States of America  US$7,138,000 Ordinary share = 51%  Investment holding

EHZERE

Ei@Rg7,138,000% T

REER

EXNCRSEBARAE
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Notes to Financial Statements

MR RMIEE

31 December 2020 — & —

1. CORPORATE AND GROUP

TE+_HA=+—H

INFORMATION (continued)

1.

ATIRERER @

Information about subsidiaries (continued) MEBAREE @
Place of incorporation/  Issued ordinary/
registration and registered Percentage of Equity
Name business share capital attributable to the company Principal activities
HEMmI Bk BEITEERRE
g -E i /&R s AT RET 2L TEER
Direct Indirect
B ifE3
Marshall Film, LLC United States of America US$8,413,867 Ordinary share - 46.15%  Media and movie operation
EHRERE Z81%8,413,867E T BEREFER
Marshall Movie, Inc. United States of America US$20,000 Ordinary share - 46.15% Media and movie operation
EHBERE E38R520,000% 7T BERETER
Starry Ample Limited British Virgin Islands US$1 - 100%  Film investment
HEREUHS e BEXRE
Beautiful Asia Ltd. British Virgin Islands US$1 - 100%  Film investment
HEEYEHE 1E7 EXRE
IRERCEEERAE  PRC/ Mainland China HK$100,000,000 - 100%  Media and movie operation
(Jiangyin Xing Kong Culture
Media Limited)*
FE/RER 100,000,000 7% BEREXES
Starlight Culture Entertainment ~ United States of America  US$1,000 = 100%  Media and movie operation
Limited*
EHRARE 1,000%7T BEREFER

Starlight Culture Entertainment Group Limited
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Notes to Financial Statements

CORPORATE AND GROUP
INFORMATION (continued)

Information about subsidiaries (continued)

* IREEEEEEARAT (Jiangyin Xing Kong Culture
Media Limited) is registered as a wholly-foreign-owned
enterprise under PRC law. The English translations of name
is for identification purposes only.

* Starlight Culture Entertainment Limited was established on

16 January 2019 in the United States of America.

The above table lists the subsidiaries of the Company
which, in the opinion of the Directors, principally affected
the results for the year or formed a substantial portion
of the net assets of the Group. To give details of other
subsidiaries would, in the opinion of the Directors, result in
particulars of excessive length.

MR RMIEE

31 December 2020 2= F+_"_F=+—H

ATIRERER @

MEARER @

. IREEXCERERRATRBEPBIEET
MaiiEBEErE BXERERSE -

** Starlight Culture Entertainment Limitedf? —Z
—NF—A+EBREMNREREMRIL
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2.1 BASIS OF PREPARATION

These financial statements have been prepared in
accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) (which include all Hong Kong
Financial Reporting Standards, Hong Kong Accounting
Standards (“HKASs”) and Interpretations) issued by the
Hong Kong Institute of Certified Public Accountants
(“HKICPA”), accounting principles generally accepted in
Hong Kong and the disclosure requirements of the Hong
Kong Companies Ordinance. They have been prepared
under the historical cost convention, except for derivative
financial instruments which have been measured at fair
value. These financial statements are presented in Hong
Kong dollars and all values are rounded to the nearest
thousand except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Group for the year ended 31 December
2020. A subsidiary is an entity (including a structured
entity), directly or indirectly, controlled by the Company.
Control is achieved when the Group is exposed, or has
rights, to variable returns from its involvement with the
investee and has the ability to affect those returns through
its power over the investee (i.e. existing rights that give the
Group the current ability to direct the relevant activities of
the investee).
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Notes to Financial Statements

2.1 BASIS OF PREPARATION (continueq)

Basis of consolidation (continuea)

When the Company has, directly or indirectly, less than
a majority of the voting or similar rights of an investee,
the Group considers all relevant facts and circumstances
in assessing whether it has power over an investee,
including:

(@ the contractual arrangement with the other vote
holders of the investee;

(b) rights arising from other contractual arrangements;
and

(c) the Group’s voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared
for the same reporting period as the Company, using
consistent accounting policies. The results of subsidiaries
are consolidated from the date on which the Group obtains
control, and continue to be consolidated until the date that
such control ceases.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the parent of the
Group and to the non-controlling interests, even if this
results in the non-controlling interests having a deficit
balance. All intra-group assets and liabilities, equity,
income, expenses and cash flows relating to transactions
between members of the Group are eliminated in full on
consolidation.

MR RMIEE

31 December 2020 2= F+_"_F=+—H

1 REEE )

ZEIRBEZE @

HERBDEZABEEELONRREHRAS
B BRI B ER Bl E B 5T &
HECHAHREHGNENREEE 1)
HAEERER 81

(@ HREHRWHMREEFEANGLD
2HE;

b) HMEHNZHREENER ; &

) HTEERERNBETRERE-

MEBARZMBREERAEEATD —BZ
S HREFA - HREHBERR -MBLATZ
FERAERNSENEEHES AKRSIR
B URHEFAGSREEZERERLE
Bl

Bk K Hth 2 W i 2 & 8 48 B 38190 B3 @ it
FEBSRBZER ANRIFERERD > BIfE
EREERERETABAGER -FTER
BEERSHEARBZRZNERREA
AHEERGR o WA -RAXKREEM
EENGERERE IR

EXAEREEBMBRAT
—BCTEFR

94



95

Notes to Financial Statements

MR RMIEE

31 December 2020 2" F+_"F=+—H

2.1 BASIS OF PREPARATION (continueq)

Basis of consolidation (continuea)

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control
described above. A change in the ownership interest of a
subsidiary, without a loss of control, is accounted for as an
equity transaction.

If the Group loses control over a subsidiary, it derecognises
(i) the assets (including goodwill) and liabilities of the
subsidiary, (i) the carrying amount of any non-controlling
interest and (iii) the cumulative translation differences
recorded in equity; and recognises (i) the fair value of the
consideration received, (ii) the fair value of any investment
retained and (jii) any resulting surplus or deficit in profit
or loss. The Group’s share of components previously
recognised in other comprehensive income is reclassified
to profit or loss or retained profits, as appropriate, on the
same basis as would be required if the Group had directly
disposed of the related assets or liabilities.

Starlight Culture Entertainment Group Limited
ANNUAL REPORT 2020

1 REEE o)

ZEIRBEZE @

HMEBRBEREATR EXRR=ZTAZEFEERZ
—Eﬁ%ﬁﬁﬁ”ﬁ’ﬁﬁﬁéé%ﬂﬁﬁ

BEFREHR - RN —BNBARZHE
ﬁéﬂ; T E) W EREER R AR
ZUN

MAEBMIEWB AT ZZH# B GKRIE

RiZEHBLABZEE (BEBSE) REaE&:
(VEMIEERERSE Z REER)FABREZ
R ERELE; TREEREINEWINAREZ
NFE (VERRBIRE Z AT EM&iTESE
ZAABBIGM LA EREMEZEKE
R AEEEGERTHDIDERDEEA
HNFRE A (WER)  BEEANERFZY
EHAEENBBEMEFERZEERR-



Notes to Financial Statements

MR RMIEE

31 December 2020 2= F+_"_F=+—H

2.2 CHANGES IN ACCOUNTING 2.2 Bt SR EE RILE
POLICIES AND DISCLOSURES
The Group has adopted the Conceptual Framework AEBRAFEVERRBERN_-ZF
for Financial Reporting 2018 and the following revised —NEFEHBEREHSIEERIATRIETE S
HKFRSs for the first time for the current year’s financial W5 ER S 2ER o
statements.
Amendments to Definition of a Business EEUBREERNESE XEZEE
HKFRS 3 PAHIE
Amendments to Interest Rate Benchmark Reform EBUBREEREE FEEENE
HKFRS 9, HKAS BEAGrERFENRK
39 and HKFRS 7 BERVMBREEETR
P HIE
Amendment to Covid-19-Related Rent Concessions ARG HERFE167 Covid-1918f7# % B i
HKAS 16 (early adopted) pACHEN (IREHEH)
Amendment to Definition of Material EEEHENS IR EACTE
HKAS 1 and BAGrEAESRZ
HKAS 8 (HEN
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2.2 CHANGES IN ACCOUNTING
POLICIES AND DISCLOSURES

(continueq)

The nature and the impact of the Conceptual Framework
for Financial Reporting 2018 and the revised HKFRSs are
described below:

(@) conceptual Framework for Financial Reporting

2018 (the “Conceptual Framework”) sets out a
comprehensive set of concepts for financial reporting
and standard setting, and provides guidance for
preparers of financial statements in developing
consistent accounting policies and assistance
to all parties to understand and interpret the
standards. The Conceptual Framework includes new
chapters on measurement and reporting financial
performance, new guidance on the derecognition
of assets and liabilities, and updated definitions
and recognition criteria for assets and liabilities. It
also clarifies the roles of stewardship, prudence
and measurement uncertainty in financial reporting.
The Conceptual Framework is not a standard, and
none of the concepts contained therein override
the concepts or requirements in any standard. The
Conceptual Framework did not have any significant
impact on the financial position and performance of
the Group.
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2.2 CHANGES IN ACCOUNTING 22 Bt REHRBE @

POLICIES AND DISCLOSURES

(continueqd)

(b) Amendments to HKFRS 3 clarify and provide (b) BEEHBRELANSEIFR BT EEE

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 has applied
the amendments prospectively to transactions or
other events that occurred on or after 1 January
2020. The amendments did not have any impact on
the financial position and performance of the Group.
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2.2 CHANGES IN ACCOUNTING
POLICIES AND DISCLOSURES

(continueq)

(©)

Amendments to HKFRS 9, HKAS 39 and HKFRS
7 address issues affecting financial reporting in the
period before the replacement of an existing interest
rate benchmark with an alternative risk-free rate
(‘RFR”). The amendments provide temporary reliefs
which enable hedge accounting to continue during
the period of uncertainty before the introduction of
the alternative RFR. In addition, the amendments
require companies to provide additional information
to investors about their hedging relationships
which are directly affected by these uncertainties.
The amendments did not have any impact on the
financial position and performance of the Group as
the Group does not have any interest rate hedging
relationships.

Amendment to HKFRS 16 provides a practical
expedient for lessees to elect not to apply lease
modification accounting for rent concessions
arising as a direct consequence of the covid-19
pandemic. The practical expedient applies only to
rent concessions occurring as a direct consequence
of the covid-19 pandemic and only if (i) the change
in lease payments results in revised consideration for
the lease that is substantially the same as, or less
than, the consideration for the lease immediately
preceding the change; (ii) any reduction in lease
payments affects only payments originally due
on or before 30 June 2021; and (iii) there is no
substantive change to other terms and conditions
of the lease. The amendment is effective for annual
periods beginning on or after 1 June 2020 with
earlier application permitted and shall be applied
retrospectively.
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2.2 CHANGES IN ACCOUNTING
POLICIES AND DISCLOSURES

(continueqd)

(e) 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, or both. The amendments
did not have any significant impact on the financial
position and performance of the Group.
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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
Amendments to HKFRS 9,

HKAS 39, HKFRS 7,
HKFRS 4 and HKFRS 16

Amendments to HKFRS 10
and HKAS 28 (2011)

HKFRS 17
Amendments to HKFRS 17

Amendments to HKAS 1

Amendments to HKAS 16

Amendments to HKAS 37

Annual Improvements to
HKFRSs 2018-2020

Reference to the Conceptual Framework?

Interest Rate Benchmark Reform —
Phase2"

Sale or Contribution of

Assets between an Investor

and its Associate or Joint Venture*
Insurance Contracts®
Insurance Contracts®®

Classification of Liabilities as
Current or Non-current®®
Property, Plant and Equjpment:
Proceeds before Intended Use?
Onerous Contracts -
Cost of Fulfiling a Contract?
Amendments to HKFRS 1, HKFRS 9,
lllustrative Examples accompanying
HKFRS 16, and HKAS 412
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2.3 ISSUED BUT NOT YET EFFECTIVE
HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Effective for annual periods beginning on or after 1 January

! RIE A -—HRZBAENEER

2021 ML
Effective for annual periods beginning on or after 1 January 2 RIE-—_F—A—HAZERHENFEER
2022 R
Effective for annual periods beginning on or after 1 January 8 RIZEZ=F—A—HBHzEHENFER
2023 e

No mandatory effective date yet determined but available
for adoption

As a consequence of the amendments to HKAS 1, Hong
Kong Interpretation 5 Presentation of Financial Statement —
Classification by the Borrower of a Term Loan that Contains
a Repayment on Demand Clause was revised in October
2020 to align the corresponding wording with no change in
conclusion

As a consequence of the amendments to HKFRS 17 issued
in October 2020, HKFRS 4 was amended to extend the
temporary exemption that permits insurers to apply HKAS
39 rather than HKFRS 9 for annual periods beginning
before 1 January 2023
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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 are intended to replace a
reference to the previous Framework for the Preparation
and Presentation of Financial Statements with a reference
to the Conceptual Framework for Financial Reporting
issued in June 2018 without significantly changing its
requirements. The amendments also add to HKFRS 3 an
exception to its recognition principle for an entity to refer to
the Conceptual Framework to determine what constitutes
an asset or a liability. The exception specifies that, for
liabilities and contingent liabilities that would be within
the scope of HKAS 37 or HK(IFRIC)-Int 21 if they were
incurred separately rather than assumed in a business
combination, an entity applying HKFRS 3 should refer to
HKAS 37 or HK(IFRIC)-Int 21 respectively instead of the
Conceptual Framework. Furthermore, the amendments
clarify that contingent assets do not qualify for recognition
at the acquisition date. The Group expects to adopt the
amendments prospectively from 1 January 2022. Since the
amendments apply prospectively to business combinations
for which the acquisition date is on or after the date of
first application, the Group will not be affected by these
amendments on the date of transition.
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Notes to Financial Statements

2.3 ISSUED BUT NOT YET EFFECTIVE

HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Amendments to HKFRS 9, HKAS 39, HKFRS 7, HKFRS
4 and HKFRS 16 address issues not dealt with in the
previous amendments which affect financial reporting
when an existing interest rate benchmark is replaced with
an alternative RFR. The Phase 2 amendments provide a
practical expedient to allow the effective interest rate to
be updated without adjusting the carrying amount when
accounting for changes in the basis for determining the
contractual cash flows of financial assets and liabilities,
if the change is a direct consequence of the interest rate
benchmark reform and the new basis for determining
the contractual cash flows is economically equivalent to
the previous basis immediately preceding the change.
In addition, the amendments permit changes required
by the interest rate benchmark reform to be made to
hedge designations and hedge documentation without
the hedging relationship being discontinued. Any gains
or losses that could arise on transition are dealt with
through the normal requirements of HKFRS 9 to measure
and recognise hedge ineffectiveness. The amendments
also provide a temporary relief to entities from having
to meet the separately identifiable requirement when an
RFR is designated as a risk component. The relief allows
an entity, upon designation of the hedge, to assume that
the separately identifiable requirement is met, provided
the entity reasonably expects the RFR risk component
to become separately identifiable within the next 24
months. Furthermore, the amendments require an entity to
disclose additional information to enable users of financial
statements to understand the effect of interest rate
benchmark reform on an entity’s financial instruments and
risk management strategy. The amendments are effective
for annual periods beginning on or after 1 January 2021
and shall be applied retrospectively, but entities are not
required to restate the comparative information.
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2.3 ISSUED BUT NOT YET EFFECTIVE

HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

The Group had certain interest-bearing bank and other
borrowings denominated in foreign currencies based on
the London Interbank Offered Rate (‘LIBOR”) as at 31
December 2020. If the interest rates of these borrowings
are replaced by RFRs in a future period, the Group will
apply this practical expedient upon the modification of
these borrowings when the “economically equivalent”
criterion is met and expects that no significant modification
gain or loss will arise as a result of applying the
amendments to these changes.

Amendments to HKFRS 10 and HKAS 28 (2011) address
an inconsistency between the requirements in HKFRS
10 and in HKAS 28 (2011) in dealing with the sale
or contribution of assets between an investor and its
associate or joint venture. The amendments require a full
recognition of a gain or loss when the sale or contribution
of assets between an investor and its associate or
joint venture constitutes a business. For a transaction
involving assets that do not constitute a business, a gain
or loss resulting from the transaction is recognised in the
investor’s profit or loss only to the extent of the unrelated
investor’'s interest in that associate or joint venture. The
amendments are to be applied prospectively. The previous
mandatory effective date of amendments to HKFRS 10
and HKAS 28 (2011) was removed by the HKICPA in
January 2016 and a new mandatory effective date will be
determined after the completion of a broader review of
accounting for associates and joint ventures. However, the
amendments are available for adoption now.
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2.3 ISSUED BUT NOT YET EFFECTIVE

HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Amendments to HKAS 1 clarify the requirements for
classifying liabilities as current or non-current. The
amendments specify that if an entity’s right to defer
settlement of a liability is subject to the entity complying
with specified conditions, the entity has a right to defer
settlement of the liability at the end of the reporting
period if it complies with those conditions at that date.
Classification of a liability is unaffected by the likelihood
that the entity will exercise its right to defer settlement of
the liability. The amendments also clarify the situations that
are considered a settlement of a liability. The amendments
are effective for annual periods beginning on or after
1 January 2023 and shall be applied retrospectively.
Earlier application is permitted. The amendments are not
expected to have any significant impact on the Group’s
financial statements.

Amendments to HKAS 16 prohibit an entity from deducting
from the cost of an item of property, plant and equipment
any proceeds from selling items produced while bringing
that asset to the location and condition necessary for it
to be capable of operating in the manner intended by
management. Instead, an entity recognises the proceeds
from selling any such items, and the cost of those items,
in profit or loss. The amendments are effective for annual
periods beginning on or after 1 January 2022 and shall be
applied retrospectively only to items of property, plant and
equipment made available for use on or after the beginning
of the earliest period presented in the financial statements
in which the entity first applies the amendments. Earlier
application is permitted. The amendments are not
expected to have any significant impact on the Group'’s
financial statements.
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2.3 ISSUED BUT NOT YET EFFECTIVE

HONG KONG FINANCIAL
REPORTING STANDARDS (continued)

Amendments to HKAS 37 clarify that for the purpose of
assessing whether a contract is onerous under HKAS 37,
the cost of fulfilling the contract comprises the costs that
relate directly to the contract. Costs that relate directly to
a contract include both the incremental costs of fulfilling
that contract (e.g., direct labour and materials) and an
allocation of other costs that relate directly to fulfilling that
contract (e.g., an allocation of the depreciation charge
for an item of property, plant and equipment used in
fulfilling the contract as well as contract management and
supervision costs). General and administrative costs do
not relate directly to a contract and are excluded unless
they are explicitly chargeable to the counterparty under the
contract. The amendments are effective for annual periods
beginning on or after 1 January 2022 and shall be applied
to contracts for which an entity has not yet fulfilled all its
obligations at the beginning of the annual reporting period
in which it first applies the amendments. Earlier application
is permitted. Any cumulative effect of initially applying the
amendments shall be recognised as an adjustment to the
opening equity at the date of initial application without
restating the comparative information. The amendments
are not expected to have any significant impact on the
Group’s financial statements.
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Notes to Financial Statements

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

Annual Improvements to HKFRSs 2018-2020 sets out
amendments to HKFRS 1, HKFRS 9, lllustrative Examples
accompanying HKFRS 16, and HKAS 41. Details of the
amendments that are expected to be applicable to the
Group are as follows:

° HKFRS 9 Financial Instruments: clarifies the fees
that an entity includes when assessing whether
the terms of a new or modified financial liability are
substantially different from the terms of the original
financial liability. These fees include only those paid
or received between the borrower and the lender,
including fees paid or received by either the borrower
or lender on the other’s behalf. An entity applies the
amendment to financial liabilities that are modified or
exchanged on or after the beginning of the annual
reporting period in which the entity first applies the
amendment. The amendment is effective for annual
periods beginning on or after 1 January 2022. Earlier
application is permitted. The amendment is not
expected to have a significant impact on the Group’s
financial statements.

° HKFRS 16 Leases: removes the illustration of
payments from the lessor relating to leasehold
improvements in Illustrative Example 13
accompanying HKFRS 16. This removes potential
confusion regarding the treatment of lease incentives
when applying HKFRS 16.
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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.

The Group determines that it has acquired a business
when the acquired set of activities and assets includes an
input and a substantive process that together significantly
contribute to the ability to create outputs.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Business combinations and goodwill
(continueq)

When the Group acquires a business, it assesses the
financial assets and liabilities assumed for appropriate
classification and designation in accordance with the
contractual terms, economic circumstances and pertinent
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
previously held equity interest is remeasured at its
acquisition date fair value and any resulting gain or loss is
recognised in profit or loss.

Any contingent consideration to be transferred by the
acquirer is recognised at fair value at the acquisition
date. Contingent consideration classified as an asset or
liability is measured at fair value with changes in fair value
recognised in profit or loss. Contingent consideration that
is classified as equity is not remeasured and subsequent
settlement is accounted for within equity.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Business combinations and goodwill
(continueq)

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

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Business combinations and goodwill
(continueq)

Impairment is determined by assessing the recoverable
amount of the cash-generating unit (group of cash-
generating units) to which the goodwill relates. Where the
recoverable amount of the cash-generating unit (group of
cash-generating units) is less than the carrying amount,
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
unit (or group of cash-generating units) and part of the
operation within that unit is disposed of, the goodwill
associated with the operation disposed of is included in
the carrying amount of the operation when determining the
gain or loss on the disposal. Goodwill disposed of in these
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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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 (continued)

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.

MR RMIEE

31 December 2020 2= F+_"_F=+—H

24 FEFHBEHRE @

~NEEEE @
AEECERBERARTRBRNGES % M
HERHREHEATE UEREFNEERD
TERGAREREERN ) CERIEEE
ABE o

RUBBREPULXAFEFEXARBEZFMBE
ERBEARATERBADE EREAT
EBFfEEEMEBEAZKBERBAZR)
B

DEEREENARIIGE
mH PR ER (RERE)
stE&

ThIR G ERISE & > FLIbmm
S HRATEFERBEE
MREEREABEAIRE
BREZEHE

T EERIGE 8 st
S HRATEFERBEER
MWRERERAABES T

MR HBREPREELEERINEER
BEMS *EERNSREMAREBENT
HoE ERHEATEFEEBMEBERZ
REBRBASE) LRAEREBRZEZES
B o

EXAEREEBMBRAT
—BCTEFR

114



115

Notes to Financial Statements

MR RMIEE

31 December 2020 2" F+_"F=+—H

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 (continued)

Impairment of non-financial assets
(continueq)

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) has 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 parties (continuea)

or

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

)

(i)

(i)

(iv)

(vi)

(vii)

(viil

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 (continued)

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 (continued)

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%

Over the shorter of the
lease terms and 50%

Leasehold improvements

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

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on
initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value at the
date of acquisition. The useful lives of intangible assets are
assessed to be either finite or indefinite. Intangible assets
with finite lives are subsequently amortised over the useful
economic life and assessed for impairment whenever there
is an indication that the intangible asset may be impaired.
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
for impairment annually either individually or at the cash-
generating unit level. Such intangible assets are not
amortised. The useful life of an intangible asset with an
indefinite life is reviewed annually to determine whether the
indefinite life assessment continues to be supportable. If
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)

Investment in film and television programs
and program rights

Investment in film and television programs includes the
unamortised costs of completed and in progress film
and television programs which have been produced or
acquired by the Group.

For films produced by the Group, capitalised costs include
all direct production costs, production overheads and
capitalised interest. Costs of film program rights comprise
fees paid and payable under agreements, direct costs/
expenses incurred during the production of films, and 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 printing and advertising
costs.

Investment in film and television programs and program
rights is stated at cost less accumulated amortisation and
identified impairment loss. The Group amortises its costs
based on the proportion of projected revenue income over
the life of a film/television. Any portion of the unamortised
amount that appears not to be recoverable is impaired in
the period the loss becomes evident.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Investment in film and television programs
and program rights (continued)

Investment in film and television programs and program
rights is stated at the lower of amortised cost and
estimated fair value. The valuation of investment in film and
television programs and program rights, whether released
or unreleased, is reviewed on a title-by-title basis, when
an event or change in circumstances indicates that the
fair value of a film or television program is less than its
unamortised cost. In determining the fair value of its film
and television programs, the Group generally employs a
discounted cash flow (“DCF”) methodology that includes
cash flow estimates of a film’s ultimate revenue and costs
as well as a discount rate. The discount rate utilised in the
DCF analysis is based on the weighted average cost of
capital of the Group plus a risk premium representing the
risk associated with producing a particular film or television
program. The fair value of any film costs associated with
a film or television program that management plans to
abandon is zero. Additional amortization is recorded in
the amount by which the unamortised costs exceed the
estimated fair value of the film or television program.
Estimates of future revenue involve measurement
uncertainty and it is therefore possible that reductions in
the carrying value of investment in film Amortisation and
impairment of Investment in film and television programs
and program rights and television programs may be
required as a consequence of changes in management’s
future revenue estimates.

Film and television programs in progress include the
accumulated costs of production which have not yet been
completed.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Leases

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 assets.
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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Leases (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 lease.
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 (continuead)

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.

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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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Investments and other financial assets
(continueq)

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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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Investments and other financial assets
(continueq)

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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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Investments and other financial assets
(continueq)

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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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

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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Notes to Financial Statements

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 (@ 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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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

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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Notes to Financial Statements

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
notes, amounts due to non-controlling shareholders
of subsidiaries, convertible bonds, amounts due to
a shareholder and interest-bearing bank and other
borrowings.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Financial liabilities (continuea)
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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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Financial liabilities (continued)

Financial liabilities at fair value through profit
or loss (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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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

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.

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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Notes to Financial Statements

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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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Income tax (continuea)

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, and 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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Notes to Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

Income tax (continuea)

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

ACCOUNTING POLICIES (continued)

Government grants

Government grants are recognised at their fair value
where there is reasonable assurance that the grant will be
received and all attaching conditions will be complied with.
When the grant relates to an expense item, it is recognised
as income on a systematic basis over the periods that
the costs, for which it is intended to compensate, are
expensed.

Revenue recognition
Revenue from contracts with customers

Revenue from contracts with customers is recognised
when control of goods or services is transferred to the
customers at an amount that reflects the consideration to
which the Group expects to be entitled in exchange for
those goods or services.

When the consideration in a contract includes a variable
amount, the amount of consideration is estimated to which
the Group will be entitled in exchange for transferring
the goods or services to the customer. The variable
consideration is estimated at contract inception and
constrained until it is highly probable that a significant
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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Notes to Financial Statements

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 motion pictures and television
programs

Revenue from motion pictures is recognised at
the later of when the subsequent sale or usage of
the royalties occurs, and when the performance
obligation to which some or all of the sales-based
or usage-based royalty has been allocated has been
satisfied (or partially satisfied). The actual amounts
due to the Group under these arrangements are
generally not reported to the Company until after
the close of the reporting period. The Group
records revenue under these arrangements for the
amounts due and not yet reported to the Group
based on estimates of the sales or usage of the
royalties and pursuant to the terms of the contracts.
Such estimates are based on information from
the statement of net receipt, historical experience
with similar genres in that market or territory, the
performance of the genres in other markets, and/or
data available in the industry.

Revenue from television programs is recognised
when master tapes and materials have been
delivered to broadcasting sources and the rights to
broadcast have been licensed in accordance with the
terms of the underlying agreements, and the rights
to receive payments are established, based on the
pre-determined share of the sales proceeds from the
licensing of the related television programs set out in
the respective agreements.
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Revenue recognition (continued)

Revenue from contracts with customers
(continueq)

(b)

Film production services

Revenue from film production services is recognised
over time, using the output method to measure
progress towards complete satisfaction of the
services, because the Group’s performance does not
create an asset with an alternative use to the Group
and the Group has an enforceable right to payment
for performance completed to date. The output
method recognises revenue based on the proportion
of the work completed relative to the estimated total
work.

Sale of investment in television programs and
program rights

Revenue from sale of investment in television
programs and program rights is recognised at the
point in time when the interests in the underlying
investments is transferred to the customer, major
obligations in the agreement have been fulfilled and
the right to receive payment is established.

Other services

Revenue from other services is recognised at the
point in time when the service is fully delivered to
the customer, and the right to receive payments is
established.
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Notes to Financial Statements

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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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

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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Notes to Financial Statements

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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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

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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Notes to Financial Statements

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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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

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.

Starlight Culture Entertainment Group Limited
ANNUAL REPORT 2020

24 FEEFHBEHRE @

ML 4z

HWBEIEFEENTIABERBVBEEE
NWEERBRREENEIAQFERERF
BB EFNEERERILIRARERL
o

MGEERENERMS  BINNBELATNER
TRERBESREARNEXRRES B -
REEEFEEENEINBEATNEE LR
ERERENMETHEZMBED/ BT

FEGT B R (&5

MRAEBEMBZRRFEGTEEF L FIE-
hetRR®R  ZFHE Gt RERRFEW
m A BEEREBRZERECEAKRMBEH 2K
BENUAIARBEZRE ZFRKR MG
S A EEREAEERTENHRAERZR
EEENERZREEFHERAR-



Notes to Financial Statements

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

(continueqd)

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 Investment
in film and television programs and program
rights

The costs of investment in film and television programs
and program rights are amortised upon the release
of a film/television program based on the proportion
of projected revenue over the life of the film/television
program. 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
determined with reference to the marketability of each of
the film and television programs, and the 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 investment in film and television
programs and program rights are disclosed in note 21 to
the financial statements.
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3.

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

(continueq)

Estimation uncertainty (continuead)

Revenue from motion pictures and television
programs

Revenue from motion pictures is recognised at the later
of when the subsequent sale or usage of the royalties
occurs, and when the performance obligation to which
some or all of the sales-based or usage-based royalty
has been allocated has been satisfied (or partially
satisfied). The actual amounts due to the Group under
these arrangements are generally not reported to the
Company until after the close of the reporting period. The
Group records revenue under these arrangements for the
amounts due and not yet reported to the Group based
on estimates of the sales or usage of the royalties and
pursuant to the terms of the contracts. Such estimates are
based on information from the statement of net receipt,
historical experience with similar genres in that market or
territory, the performance of the genres in other markets,
and/or data available in the industry.

Revenue from television programs is recognised when
master tapes and materials have been delivered to
broadcasting sources and the rights to broadcast have
been licensed in accordance with the terms of the
underlying agreements, and the rights to receive payments
are established, based on the pre-determined share of the
sales proceeds from the licensing of the related television
programs set out in the respective agreements.
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Notes to Financial Statements

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

(continueqd)

Estimation uncertainty (continuead)
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.

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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3.

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

(continueq)

Estimation uncertainty (continuead)
Impairment of non-financial assets

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 2020 was HK$0
(2019: HK$802,000). The amount of unrecognised tax
losses at 31 December 2020 was HK$247,817,000 (2019:
HK$144,202,000). Further details are contained in note 17
to the financial statements.
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SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

(continueqd)

Estimation uncertainty (continuead)

Provision for expected credit losses on trade
receivables and contract assets

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 and contract assets is disclosed in notes
18 and 20 to the financial statements, respectively.
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4. OPERATING SEGMENT 4, BEFBER
INFORMATION
For management purposes, the Group is organised into HREEEN AEERBEEERRIRFD &
business units based on their products and services TEBEMADBE TEEFE—EU2REED
and has only one reportable operating segment that is B BIBEREXICEEDE RERE-LE
Media and culture business segment, which engages in KRR HBEE RERMNEFRENS

investment production and distribution of entertainment
content such as film and television programs.

Segment assets and segment liabilities information is set DEEERDHEBNER I T
out below.
Year ended 31 December 2020 BE_ZS-ZEF+-A=+—HLEE
Media and
culture
business Total
BIE B S E T =1
HK$’000 HK$’000
F#ET F#ET
Segment assets DEEE 1,015,889 1,015,889
Reconciliation: AR
Assets related to a discontinued BT RIS ERFRE
operation NEE 2,568
Total assets HEE 1,018,457
Segment liabilities DEEE 837,049 837,049
Reconciliation: AR
Liabilities related to a discontinued B IR IS ERER
operation EO=RE 4,833
Total liabilities BEEE 841,882
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OPERATING SEGMENT 4. WEFBEH @
INFORMATION (continued)
Year ended 31 December 2019 BE_Z—NEF+_B=1+—HIEE
Media and
culture
business Total
BEE R EET =11
HK$’000 HK$’000
FAEIT FAET
Segment assets DWBEE 1,170,198 1,170,198
Reconciliation: #ER:
Assets related to a discontinued operation BB AL A HRAMNE E 4,385
Total assets BEMAE 1,174,583
Segment liabilities DEEE 835,064 835,064
Reconciliation: #ER:
Liabilities related to a discontinued HERIEREXFFBNER
operation 29,967
Total liabilities mamE 865,031
B CIREEEERAR

—ECREFR
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4. OPERATING SEGMENT
INFORMATION (continued)

Geographical information

(@

(b)

Revenue from external customers

RENEEE @

HEHE

@ XKENBERZKz

2020 2019

—ECEHF —E-NEF

HK$’000 HK$’000

F#ET FET

United States of America ENREREH 47,761 143,532
Mainland China B P 3 - 180,417
47,761 323,949

The revenue information of continuing operations

FRFEEEEB ZRRERNDERE

above is based on the locations of the customers. B FrTE o

Non-current assets (b) FETENEE
2020 2019
—E-% —EhE
HK$’000 HK$’'000
F#ET FET
United States of America EHREREH 5,028 5,894
Mainland China AR P - 1,732
Hong Kong 58 1,137 499
6,165 8,125

The non-current asset information of continuing
operations above is based on the locations of the
assets and excludes deferred tax assets.
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OPERATING SEGMENT 4. WEFBEH @
INFORMATION (continued)
Information about major customers BEHETEZTRZER
Revenue from major customers individually amounting REBGEAEERDBREAIONNEERT R
to over 10% to the total revenue of the Group is set out W s
below:
2020 2019
—E_EHE —E—NEF
HK$’000 HK$’000
FHEx FAET
Customer A ZHA = 127,476
Customer B ZFB - 53,342
Customer C ZRC - 52,938
Customer D ZHAD 13,372 41,689
Customer E ZRE 13,970 =
Customer F ZEF 11,176 =
Customer G ZHG 7,451 =
45,969 275,445
REVENUE, OTHER INCOME AND Yrzz ~ E U A B Wz
GAINS
An analysis of revenue is as follows: Em AT -
2020 2019
—EEF —E-NEF
HK$’000 HK$’000
FHEx TFAET
Revenue from contracts with customers HREZ R &2 47,761 323,949
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5. REVENUE, OTHER INCOME AND 5. Uz HUWA RWE=
GAINS (continueq)
Revenue from contracts with customers XEEREHNZHE
(a) Disaggregated revenue information (a) FHrH s B
For the year ended 31 December 2020 BE-ET-ETF+-"HA=+—HLEE
Media and
culture
business
EiER
34 (£
HK$’000
Segments 2 EB F#AT
Types of goods or services EmEARTEEER
Revenue from motion pictures FEEHZWE 13,391
Film production services B BERTS 15,743
Other services HMAR 18,627
Total revenue from contracts with KERREAZ W IEEE
customers 47,761
Geographical market & 35
United States of America ENEBEFREH 47,761
Total revenue from contracts with FEELEHZ R LEEE
customers 47,761
Timing of revenue recognition Y3 5 57 8% R
At a point in time RE— B, 32,018
Services transferred over time e B R BB A2 AR 75 15,743
Total revenue from contracts with KERER G ZWRIEEE
customers 47,761
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5. REVENUE, OTHER INCOME AND 5. Y HAUA B s @
GAINS (continueq)
Revenue from contracts with customers XEBEREHNZHE =
(continueq)
(a) Disaggregated revenue information (a) Dz EX &)
(continueq)
For the year ended 31 December 2019 HE_Z—NAF+A=1+—"HBLFE
Media and
culture
business
BE R
XA
HK$’'000
Segments &6 TAT
Types of goods or services SmE RS EER
Revenue from motion pictures KEF R ZWm 143,532
Revenue from television programs ~ ZRB B1RETE 2 & 52,941
Sale of investment in television HEBREE M BRERE"
programs and program rights* 127,476
Total revenue from contracts with FEEREHZ R LEEE
customers 323,949
Geographical markets ME S
United States of America ENEERE 143,532
Mainland China [ P 3 180,417
Total revenue from contracts with FEELEHZWRLEEE
customers 323,949
Timing of revenue recognition Y5 5 52 B R
At a point in time NE R, 323,949
Total revenue from contracts with FEELEHZWRLEEE
customers 323,949

During the year ended 31 December 2019, sales * BE_Z—hhE+__A=+—HLEHE

of investment in television programs and program B rHEBRMNBE RMNBERERESTA
rights included a net gain of approximately I 35 B 8B 49127,476,00058 70 ° IREZ S
HK$127,476,000. The Group was entitled to HE W AEEBRUEEERRFNR
gross proceeds from sale of approximately TB4B2E4446,521,00058 7T () o
HK$446,521,000 (including tax) under these sales

agreements.
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5. REVENUE, OTHER INCOME AND

GAINS (continueq)

Revenue from contracts with customers

(continueq)

(b) Performance obligations

Information about the Group’s performance
obligations is summarised below:

Revenue from motion pictures and television
programs

Revenue from motion pictures is recognised at
the later of when the subsequent sale or usage of
the royalties occurs, and when the performance
obligation to which some or all the sales-based or
usage-based royalty has been allocated has been
satisfied (or partially satisfied). The actual amounts
due to the Group under these arrangements are
generally not reported to the Company until after
the close of the reporting period. The Group
records revenue under these arrangements for the
amounts due and not yet reported to the Group
based on estimates of the sales or usage of the
royalties and pursuant to the terms of the contracts.
Such estimates are based on information from
the statement of net receipt, historical experience
with similar genres in that market or territory, the
performance of the genres in other markets, and/or
data available in the industry.

Revenue from television programs is recognised
when master tapes and materials have been
delivered to broadcasting sources and the rights to
broadcast have been licenced in accordance with the
terms of the underlying agreements, and the rights
to receive payments are established, based on the
pre-determined share of the sales proceeds from the
licensing of the related television programs set out in
the respective agreements.
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5. REVENUE, OTHER INCOME AND 5. W= B ARKE @

GAINS (continueq)

XEBEREHNZHE =

Revenue from contracts with customers

(continueq)
(b) Performance obligations (continued) (b) BHERE B
Film production services ERNERT

Revenue from film production services is recognised
over time, using the output method to measure
progress towards complete satisfaction of the
services, because the Group’s performance does not
create an asset with an alternative use to the Group
and the Group has an enforceable right to payment
for performance completed to date. The output
method recognises revenue based on the proportion
of the work completed relative to the estimated total
work.

Sale of investment in television programs and
program rights

Revenue from sale of investment in television
programs and program rights is recognised at the
point in time when the interests in the underlying
investments is transferred to the customer, major
obligations in the agreement have been fulfilled and
the right to receive payment is established.

BR RS 2 W Jh BB B ) 88 75 e
B ERAEREEERBTERNESTE
MENEE RASETERBENLEE
EMHAEBRFEMBRNEE  BEXE
EEEMEZS AILEETMNBENE DB
IR ERIE ELATRIBEE T TIF
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5. REVENUE, OTHER INCOME AND 5. Uz HUWA RWE=
GAINS (continueq)
Revenue from contracts with customers KEBERENZHE =
(continueq)
(b) Performance obligations (continued) (b) EBHER &)
Other services H{thBR7E
Revenue from other services is recognised at the FKEEMBRBE ZWaRREEHBRLTF
point in time when the service is fully delivered to EFR > BHEMIIWENMRZERN 2 KL
the customer, and the right to receive payments is 580
established.
2020 2019
—E-FF —E—hEF
HK$’000 HK$’000
FE&T FAET
Other income Hthg A
Management fee EEE 145 5,450
Waiver of interest of funding HEDRHEAESHE
from sub-financiers 3,032 7,005
Bank interest income IRITH BUA 4 36
Others Hth - 76
3,181 12,567
Gains 1§
Foreign exchange gains SN BE UL 2 - 105
Government subsidies BT EED 594 =
594 105
3,775 12,672
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(LOSS)/PROFIT BEFORE TAX

The Group’s loss/profit before tax from continuing
operations is arrived at after charging/(crediting):

BRIRAT (B548) i@F

AEBERBEBRREEB ZBRNAGERE &
FTHEMER, GEA) UTFTEERER !

2020 2019
- -~ —E-NEF
Notes HK$’000 HK$’000
s F#Ex TAT
Cost of sales* 4 & R A 75,997 92,593
Amortisation of investment in B R EBRETE UK 21
film and television programs B B I B i
and program rights* 64,425 92,5692
Depreciation of property, ME- -BERZREZITE 14
plant and equipment 966 1,213
Depreciation of right-of-use FREEERE 16(a)
assets 2,719 2,608
Lease payments not included in kst ATHEBET =M 16(c)
the measurement of HEMR
lease liabilities 842 1,058
Auditor’s remuneration Z B EMBN = 2,446 1,943
Employee benefit expense EERMES (NREEK
(excluding Directors’ and FEITHABZFM
chief executive’s (ft5E8)) :
remuneration (note 8)):
Wages and salaries TEKFE 5,496 6,890
Pension scheme contributions 3B Rkt & iR 162 155
5,658 7,045
Foreign exchange differences, [ERZERE F%8
net 2,381 (105)
Impairment of financial and SRHREHNEERE F2B
contract assets, net:
Impairment of B EWRIERIE 8 18
trade receivables, net 65,005 2,606
Impairment of BREERME FEE 20
contract assets, net 25,431 963
90,436 3,569
Reversal of impairment loss B MBERME UK 21
on investment in film and ENBERREZRERE
television programs and 518 %[l
program rights - (10,356)
Fair value (gains)/losses, net: A& (&) B8 F58 .
Convertible bonds OIS - 548
Derivative financial liabilities EERas 27 (14,390) 32,477

Cost of services provided and amortisation of investment

in film and television programs and program rights are

included in “Cost of sales” in the consolidated statement of

profit or loss.
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7. FINANCE COSTS 7. MERE
An analysis of finance costs from continuing operations is FEBEREEB  RERADITAOT :
as follows:
2020 2019
—E=EoE —_E-hEF
HK$°000 HK$’000
FAT TAT
Interest on bank loans and RITERREMEERN S

other borrowings (BEHRRRES)

(including convertible bonds) 13,073 5,030
Interest on lease liabilities (note 16) HESEME (MEE16) 306 441
Interest expense on promissory notes AR ZEF| B RHE (HzE28)

(note 28) 223 15,871
Total interest expense on financial W IE A FEET AR

liabilities not at fair value through THBEH SRR

profit or loss 13,602 21,342

8. DIRECTORS’ AND CHIEF 8. ERERIBITEARM
EXECUTIVE’S REMUNERATION
Mr. Sang Kanggiao was appointed as an executive NM_E_EF_B -+ H ZRSLEES
Director and Mr. Wang Shoulei resigned as a non-executive AARPTESKRITRIAEFHIIENITES
Director on 20 February 2020.
Directors’ and chief executive’s remuneration for the year, RIFELTHRE - FAB QKA E383(1)(a)
disclosed pursuant to the Listing Rules, section 383(1)(a), o)~ (C)mMEURAE] BBEEEH@mER) R
(b), (c) and (f) of the Hong Kong Companies Ordinance and BEWMIRBE AFEEERTFTETHAEZ
Part 2 of the Companies (Disclosure of Information about N
Benefits of Directors) Regulation, is as follows:
Group
TEE
2020 2019
—E-RF —E—hEF
HK$’000 HK$’000
FA T FAT
Fees HBwE 5,549 7,132
Other emoluments: HE < -
Salaries, allowances and e R AREYER
benefits in kind 3,000 3,000
Pension scheme contributions RORETBIERR 18 18
3,018 3,018
8,567 10,150
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8. DIRECTORS’ AND CHIEF 8. EFEMFETHAESHM =
EXECUTIVE’S REMUNERATION
(continueqd)
(@) Independent non-executive Directors (@) BWILIFHITES
The fees paid to independent non-executive FAEEENBIFATESTZAESN
Directors during the year were as follows: ™
2020 2019
—E-EF —_E—hE&E
Notes HK$’000 HK$'000
M 5% F#A 5T TAT
Mr. Michael Ngai Ming Tak ~ Z#BR{®4c4E 240 240
Mr. Wong Wai Kwan FRERE 240 240
Mr. Kong Chi Mo (resigned) ST E %4 (B &) a - 88
Mr. Hong Tao (resigned) HOESE (BFD b - 88
Mr. Ma Runsheng EBELRE 240 152
Mr. Wong Wai Hung EERSE 240 152
960 960
There were no other emoluments payable to the AEEMERVBIULFENTES2HMUME
independent non-executive Directors during the year (CE—RFEHE) o
(2019: Nil).
a)  Mr. Kong Chi Mo resigned as an independent non- a) SIEREENR_ZE—hhEER+HBE#H
executive Director on 14 May 2019. EBIIERITESE
b)  Mr. Hong Tao resigned as an independent non- b) MAELERZZ—NEABR+HEBT
executive Director on 14 May 2019. BiIEBMITESE-

EXNCRSEBARAE 164
—ECREFR



Notes to Financial Statements

MR RMIEE

31 December 2020 —_E_ZTHF+_H=+—H

8. DIRECTORS’ AND CHIEF
EXECUTIVE’S REMUNERATION

(continueq)

(b) Executive Directors, a non-executive

8. ERRFEITHAEFHM @

b) WITEF - FFATESREE

Director and the chief executive THAG
Salaries
allowances Pension
and benefits scheme
Fees in kind contributions Total
e EMR
ik BEWMET B EIHER Hy
Notes HK$’000 HK$’000 HK$’000 HK$’000
izt FET FET FET FTET
2020 ZECEE
Executive Directors: HITESE:
Mr. Gao Qun SRRt 600 - - 600
Mr. Chau Chit BELE - 3,000 18 3,018
Mr. Sang Kanggiao SRELE a
(appointed in 2020) MZB_E&
EZT) - - - -
Mr. Hung Ching Fung (retired) REELE (BRE) 480 - - 480
Mr. Tang Liang BREE
(appointed in 2020) MZB_E&
EZT) - - - -
Mr. Chen Jie (resigned) BALE (BEHD d 341 - - 341
Mr. Wu Xiaoli SBNBL 480 - - 480
Mr. Fang Jun (resigned) FELE (BFD e 853 - - 853
2,754 3,000 18 5,772
Non-executive Director: FRITES !
Mr. Wang Shoulei (resigned) IFRLE (BT f 35 - - 35
Chief executive: TETHAE:
Mr. Luo Lei BELE 1,800 - - 1,800
4,589 3,000 18 7,607
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8. EERFETHASHM =

(continued)
(b) Executive Directors, a non-executive b) BITEF -ERITEEREE
Director and the chief executive ITHAE ®
(continued)
Salaries
allowances Pension
and benefits scheme
Fees in kind contributions Total
i A=Y
ik EYMEFN  BIRFEER st
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
2019 “_BE-NEF
Executive Directors: YIESE:
Mr. Gao Qun =¥ 3 1,200 = = 1,200
Mr. Chau Chit BERE = 3,000 18 3,018
Ms. Chen Hong (retired) il + (BRE) 570 - - 570
Mr. Hung Ching Fung HBELE 960 - - 960
Mr. Li Haitian (resigned) THEXEE BHD 220 - - 220
Mr. Chen Jie BATE 212 = = 212
Ms. Wu Xiaoli SNEL T 212 = = 212
Mr. Fang Jun FERE 758 - - 758
4,132 3,000 18 7,150
Non-executive Director: FHTES:
Mr. Wang Shoulei IFEEE 240 - - 240
Chief executive: TETHAE:
Mr. Luo Lei BERLE 1,800 = = 1,800
6,172 3,000 18 9,190
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8. DIRECTORS’ AND CHIEF
EXECUTIVE’S REMUNERATION

(continueq)

(b) Executive Directors, a non-executive
Director and the chief executive
(continued)

a) Mr. Sang Kanggiao was appointed as an executive
Director on 20 February 2020. As at the date of this
appointment, Mr. Sang Kanggiao directly owned
13,511,500 shares of the Company (the “Shares”)
and had a security interest in 143,000,000 Shares
pledged by Timcha Investment Limited, a substantial
shareholder of the Company, which in aggregate
representing approximately 19% of the total issued
share capital of the Company.

b) Mr. Hung Ching Fung retired as an executive Director
on 30 June 2020

©) Mr. Tang Liang was appointed as an executive
Director on 18 September 2020

d) Mr. Chen Jie resigned as an executive Director on 17
September 2020

e) Mr. Fang Jun resigned as an executive Director on 17
September 2020

f) Mr. Wang Shoulei resigned as an executive Director
on 20 February 2020

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) #h

TEF -FNTESREE

ITBRAE ®

ZEEREN B ZE_HF_+HE
SEANITES AE%%EE%:%
BB EEE#EE13,511,500REF A
%%U%HD&K$QEIE%$%%
KREBRABKIFRI143,000,0008% B
DHESRFED SHEEAATBEHE
TR 4B REHI4919% ©
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ERITES

BEEEENR 2 -_EFHA+/\BES
ERPITES

BALEER S _TFNA+THEE
WITESR
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10.

Notes to Financial Statements

FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included
four Directors and the chief executive (2019: four Directors
and the chief executive), details of whose remuneration are
set out in note 8 above.

INCOME TAX EXPENSE

No provision for Hong Kong profits tax was made as the
Group did not generate any assessable profits in Hong
Kong during the years ended 31 December 2020 and
2019. Taxes on profits assessable elsewhere have been
calculated at the rates of tax prevailing in the jurisdictions
in which the Group operates.

Income tax consists income tax charged on the Group
in Mainland China and United States of America (‘USA”).
Provision for the PRC enterprise income tax was calculated
based on the statutory tax rate of 25% on the assessable
income of the PRC companies during the years ended 31
December 2020 and 2019. USA income tax applicable to
the Group was charged at the federal tax rate of 21% and
state tax rate, net of federal effect, of 7% during the years
ended 31 December 2020 and 2019.

0.

10.
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TamEHMAL

rEELARSHNEEERENAEZERT
B (CE-—NF  NREFRITHER)
W EFEN B PS E S 5E8 -

FRriS#R R 52

ARAEERBEE_S_BEFA_T—NEF
+TZRA=+—HLEFEEUEREBEEREM
R EHN WU EELE BN EREF-H
e 2 BRI BN MBI AEBEEXT
FrERER B ZRITIRERFAE -

FIEREREREARERENBERE (T
B1) HAEBBURBIPASIR - PREEEMFSR
BEDMPBEAENRBE_Z_SFR_F
—NFE+ZB=+—HLEFENERRKA
BEEME%F B - RBE_T_TF "
T-NAE+BA=+t—HLEEE -BRARKE
EEB RS R FR K21 %R MR
7% (FOFREFBIRFE B B o

2020 2019

> Jet- <3 3 “EB—NEF

HK$’000 HK$'000

FHET FAT

Current — Elsewhere BPHR—H i@ (120) 48,140

Deferred (note 17) IRIE (BY5E17) 11,905 3,072

Total tax charge for the period from R ERFERE XK

continuing operations MIBX HAERE 11,785 51,212
Total tax charge for the period from HARBERIEREEE

discontinued operations MIEsT HAZRE - (609)

11,785 50,603

B CIREEEERAR
TECTEFR
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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

10. RS> @

BRANBRRANEF, BELEUEQAFREK
BAMBAR B ZEBREERKRFAEZRNE
MAXRUBRREFAFEZRBEMH KR U
REBRARE ELEERK) AERREXZHIR

a reconciliation of the applicable rates (i.e., the statutory wr
tax rates) to the effective tax rates, are as follows:
2020 —E-EF
Hong Kong United States Mainland
and others of America China Total
BER AL ZHB2ERE E KR &
HK$'000 % HK$'000 % HK$'000 % HK$'000 %
TAT TAT TAT TAT
Loss before tax from continuing &L EEHIRRA
operations B8 (4,185) (32,406) (111,424) (148,015)
Loss before tax from BARILEE £ HIERA
discontinued operations 58 (264) - (2,344) (2,608)
(4,449) (32,406) (113,768) (150,623)
Tax at the statutory tax rate AT RE T ENRE (734) 16.5 (9,067) 28.0 (28,442) 25.0 (38,243) 25.4
Adjustment from previous Eapetediiopa ks
periods - - 14,511 (44.8) 802 0.7) 15,313 (10.2)
Expenses not deductible for tax A AT 2 Fx% - - - - 2 - 2 -
Uncertain Tax Positions TRERBER - - 5,539 (17.1) - - 5,539 @7
Tax losses not recognised AERRBER 734 (16.5) - - 28,440 (25.0) 29,174 (19.4)
Tax charge/(credt) at REEEBEREHE
the Group's effective rate MBI/
(%) - - 10,983 (33.9) 802 (0.70) 11,785 (7.8)
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) 48 .
10. INCOME TAX EXPENSE (continued) 10. FRISIRBAISZ (@)
2019 “EB—hE
Hong Kong United States Mainland
and others of America China Total
EEREM eSS HEA M Bt
HK$'000 % HK$'000 % HK$'000 % HK$'000 %
TET TER TET TET
Profit/(loss) before tax from  FELEEKRRA
continuing operations w518 (38,757) 57,487 133,730 152,460
Profit/{loss) before tax from ~ BAIEEE ¥R
discontinued operations A/ (58) (408) - (3,955) (4,369)
(39,169) 57,487 129,775 148,097
Taxatthe statutory tax rate. IR AEMEHENRE (6,462) 165 16,087 280 32,444 250 42,069 28.4
Adjustment from Eapetediinpats
previous periods (609) 1.6 1,819 3.2 - = 1,210 0.8
Expenses not deductible for tax AF01#: 2 B - - 56 0.1 21 = 77 0.1
Tax losses utilised from BEBTER
previous periods REEE - - - - (188) 0.1) (188) (0.1)
Tax losses not recognised AERRERE 6,462 (16.5) - - 973 07 7435 50
Tax charge/(credt) at RAEBEBRE NS
the Group’s effective rate ZHRELH/
(5% (609) 16 17,062 312 33,250 26 50,603 3.2
ERAXCBREERMBRAT

—ECREFR
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11. DISCONTINUED OPERATIONS

The Company’s board of Directors decided to cease
its entertainment and gaming business (the “Ceased
Gaming Business”) on 20 February 2020, and to cease
its trading of chemical products, energy conservation
and environmental protection products business (the
“Ceased Trading Business”) on 12 October 2020,
order to focus its resources on its media and culture
business. The underlying companies of the Ceased
Trading Business were then disposed of on 30 November
2020. The disposal of the Ceased Gaming Business was
competed in February 2021. As at 31 December 2020,
the Ceased Gaming Business and the Ceased Trading
Business were classified as discontinued operations. With
the classification as discontinued operations, the Ceased
Gaming Business and the Ceased Trading Business
segments were no longer included in the note for operating

segment information.

1. BALEEERT

ARBEEFEREN T _TF_A_"+H
RIFPHBRER B XD ((ERIEBEER))
]tﬁ"_ﬁ TE+A+T-HARILEEAETIE

CEERRRERBES XS ((EXRLEZE
%%J) URERETPHRHBERXIEER B
RIEESEFHNHEBATHERER T =F
F+—BA=+THEMHE HESKRILEEE

EBER B —E_ARM-R_ZB_EF
+TA=+t—H ERLBEEBRERL

BREBRIBRERLELEEXH -ARND
BREREREXE BERLEBREEBRE
RIEESEZOHBIBIARTRKEEDEE
B Z M EERA o

The results of the Ceased Gaming Business and the BRIIBEEBRERIIBSEBNEESR
Ceased Trading Business are presented below: Flanr
2020 2019
—E-EF —E-NE
HK$’000 HK$'000
FE&T TAT
Revenue g - 3,116
Cost of sales HE A = (3,025)
Gross profit EH - 91
Other income and gains H A KWz 9 1
Loss on disposal of subsidiaries HEWBARZEE = (14)
Administrative expenses THRX (2,616) (4,441)
Loss before tax from the discontinued — B#R 1A= 55 2 BRI ATE R
operations (2,607) (4,363)
Gain on the disposal of the discontinued HE&E B4 1E
operations 2,455 -
Loss before tax from the discontinued ~— B4R 14 ¥ 55 > (R IR AT 18
operations (152) (4,363)
Income tax: P18
Related to pre-tax loss SRR A ES 1EAERE - 609
Loss for the year from the discontinued ZANFEERBEERIEKE XK
operations 518 (152) (3,754)
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11. DISCONTINUED OPERATIONS

(continued)

The major classes of assets and liabilities of the Ceased
Gaming Business segment classified as held for sale as at

31 December are as follows:

Notes to Financial Statements
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M. BRILEEEEHR @
R+-BA=+—BREAREHENELL

BEEBOIBNIEZEERGEERNNT

2020 2019
HK$’000 HK$’000
FHET FET
Assets BE
Prepayments, other receivables and FERIE s EtEWEIE R
other assets HM&EE 2,561 =
Cash and cash equivalents REMREEHEER 7 -
Assets classified as held for sale PDEATFEHENEE 2,568 =
Liabilities =}/
Tax payable FE(IHRIE (190) =
Other payables and accruals Hih e IE R Bt & E (4,643) -
Liabilities directly associated with the B $EARFHEEERRE
assets classified as held for sale HEENEaE (4,833) =
Net liabilities directly associated with the £ H & & B HZ Y
disposal group BEFE (2,265) =

The net cash flows incurred by the Ceased Gaming ERIEBEERRERILBESEFEENIR
Business and the Ceased Trading Business are as follows: EMEFREUWT -

2020 2019

> G5 3 —NE

HK$’000 HK$’000

FH&T TAT

Operating activities KETEE) (265) (607)

Net cash outflow e ML $EE (265) (607)

Loss per share: SREE

Basic, from the discontinued
operations

Diluted, from the discontinued
operations

B REBRILEEET

B REERIEEEXER

HKO0.02cents HKO0.51cents

0.027 1l 0.51781L
HKO0.02cents HKO0.51cents
0.02&11l 0.513#11

EXNCRSEBARAE
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11. DISCONTINUED OPERATIONS 11. BEALEREERE @
(continued)
The calculation of basic loss per share from the AEEREREEFNESRELABELER
discontinued operations are based on: THEIE
2020 2019
—_E_THF —E—NFE
Loss attributable to ordinary equity BRI EEBNE AR
holders of the parent from the LZEanEA AEGLER HK$139,000 HK$3,754,000
discontinued operations 139,0007& 7T 3,754,000 71
Weighted average number of ordinary BRI EEREKREBEEZ
shares used in the basic loss BRI T OE
per share calculation 823,564,799 734,518,224

The Group has no potentially dilutive ordinary shares in
issue during the years ended 31 December 2020 and
2019.

12. DIVIDENDS

No dividend has been paid or declared during each of the
years ended 31 December 2020 and 2019. The Directors
do not recommend the payment of any dividends for 2020
(2019: Nil).

Starlight Culture Entertainment Group Limited
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Notes

13. (LOSS)/EARNINGS PER SHARE 13.
ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT

The calculation of the basic loss/earnings per share
amount is based on the loss/profit for the year attributable
to ordinary equity holders of the parent, and the weighted
average number of ordinary shares of 823,564,799 (2019:
734,518,224) in issue during the year.

The Group had no potentially dilutive ordinary shares in
issue during the years ended 31 December 2020 and

2019.

The calculation of the basic loss/earnings per share is

to Financial Statements
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Eﬁﬂ%ﬁ*ﬁﬁﬁﬁ)\ﬁﬁ{ﬁﬁﬂﬁ
#5i8) E#

EREAREE BINSERESADESE
BEFEAEBGLEEGE HH U R EE
E BT E R IE T H8823,564, 7998
(ZE—H5F 1 734,518,224k%) 5t &

FAEEBRBE_E_ESFER_ZE—HAE+Z
A=+t—BULFEURESFTHNETEHEL

A e

BREXAER /BRAZAEDREBEUTH

based on: =
2020 2019
—2_TF —E—hE
HK$’000 HK$’000
FHERT FAET
(Loss)/earnings (B548) &BH
(Loss)/profit attributable to ordinary BAREEBEER T—rﬁ N
equity holders of the parent (B548) /a %
Attributable to: DUR 25581 -
Continuing operations Ped g o (162,136) 101,935
Discontinued operations B4R A 27 (139) (3,754)
(162,275) 98,181
Number of shares
g 4=]
2020 2019
Shares B
Weighted average number of ordinary ~ ANEEBRtHEERE R
shares in issue during the year used EBiE B EETEER
in the basic loss/earnings per ORI 8L
share calculation 823,564,799 734,518,224

EXNCRSEBARAE
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14. PROPERTY, PLANT AND 14. M - BEREB
EQUIPMENT
Furniture and Office Motor Leasehold
fixtures equipment vehicles  improvements Total
FIREE MAERME RE HENEEE At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET TR TET FET TR
31 December 2020 ZE2-ZE+ZA=+-H
At 1 January 2020; RIZZFE-F—H:
Cost R 466 3212 4,317 3,351 11,406
Accumulated depreciation and ZEHTERAE
impaiment (263) (3.224) 2,825) 3351) (9,663)
Net carrying amount REFE 203 48 1,492 - 1,743
At 1 January 2020, net of accumulated  R-Z-TE—F—H>
depreciation and impairment NRESHTEREE 203 48 1,492 - 1,743
Additions RE 241 - 865 - 1,106
Depreciation provided during the year ~ EREfEZ & (149) (28) (789) - (966)
Disposal HE - - (39) - (39)
Disposal of subsidiaries (note 36) HERBAT (Hz£36) = @ (69) = (61)
Exchange realignment ERBE (1) = Y - ()
At 31 December 2020, net of RIBZEE+_A=1+—H>
accumulated depreciation and NBERANERAE
impairment 2% 18 1,469 - 1,781
At 31 December 2020: RZZZZF+°A=1-R:
Cost A 698 2,528 2,159 230 5,615
Accumulated depreciation and REHNERAE
impairment (404) (2,510) (690) (230) (3,834)
Net carrying amount REFE 294 18 1,469 - 1,781
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14. PROPERTY, PLANT AND 14. YE - -BERSDE »
EQ UIPMENT (continued)
Fumiture and Office Land and Motor Leasehold
fixtures equipment building vehicles  improvements Total
FRREE WAER THRIEF AE HEMELE At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET FAT TAT TET
31 December 2019 “Z-NE+ZA=1+-H
At 1 January 2019: RZE-h&—A-R:
Cost TN 401 1,505 9,201 3,696 1,429 16,232
Accumulated depreciation, and RAMERAE
impaiment (177) (1,433) (697) 174 (1,429) (5910)
Net carrying amount REZE 224 72 8,504 1,522 - 10,322
At 1 January 2019, net of accumulatedi* “E—nF—A—H>
depreciation and impairment NEEHTERAR 224 72 8,504 1522 = 10,322
Additions HE - 8 - 1,183 - 1,191
Depreciation provided during the year ER B2 & (78) (32) (192) 911) = (1,213)
Disposal of subsidliaries (note 36)  HEMRBAT (izE36) - - (8,312) = = (8,312)
Exchange realignment ERAE 57 - - (302) - (245)
At 31 December 2019, net of RZB-NE+ZA=1+-H"
accumulated depreciation and NBRESHMERAE
impairment 208 48 - 1,492 - 1,743
At 31 December 2019: RIB-AEF-A=1+-A:
Cost IS 458 1,513 - 4,577 1,429 7977
Accumulated depreciation and REMERAE
impairment (255) (1,465) - (3,085) (1,429) (6,234)
Net carrying amount REZE 203 48 - 1,492 - 1,743
CLUB DEBENTURE 15. GFh{R%F
2020 2019
—EZEHE —B-NE
HK$’000 HK$’000
F#Ex FHET
Club debenture as at 31 December R+ZA=+—HzZEg8MmEs - 320

During the year ended 31 December 2020, club debenture
at a net carrying amount of HKD 320,000 was disposed of
due to the disposal of subsidiaries (note 36).

RBEE_ZE_ZF+_HB=+—HLEE>
HRHENRBAT (MzE36) » B HERE
{E#320,00078 TR FT &5 o
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16. LEASES

The Group as a lessee

The Group has lease contracts for various items of
buildings used in its operations, which have lease terms
between 1 and 8 years. Generally, the Group is restricted
from assigning and subleasing the leased assets outside
the Group.

(a) Right-of-use assets

The carrying amount of the Group’s right-of-use
assets and the movements during the year are as

16.

HE

FEEFEREBEA
AEEEAREEBEENSBIRTEED
MELK BRANFIZ8E - — RS > A%
EARAEAEEUMATHRR A BEE?
Eo

@ RRAEEE

FR AEBRFERAEEEZRBERE
;U

follows:

Buildings
BT
HK$'000
FATT
As at 1 January 2019 A ZE—-NEFE—H—H 7,979
Additions B 691
Depreciation charge MESZH (2,608)

As at 31 December 2019 and RIZ—hAF+ZBA=+—H8kK
1 January 2020 TECEF—H—H 6,062
Additions NE 1,657
Depreciation charge TEZH (2,719)
Disposal of subsidiaries HEHB AR (516)
As at 31 December 2020 A _EB_TF+”"A=+—H 4,384

Starlight Culture Entertainment Group Limited
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16. LEASES (continued) 16. fH8 »
The Group as a lessee (continued) TEBEAABA @
(b) Lease liabilities b) HEEE
The carrying amount of lease liabilities and the FRN-HEEEZREBEREHNT :

movements during the year are as follows:

2020 2019
—E-THF “E-NEF
HK$°000 HK$’000
FHET FAT
Carrying amount at 1 January R—HB—HZIREE 6,312 7,979
New leases HiEE 1,557 691
Accretion of interest recognised FRERRRHE
during the year 306 441
Payments (NEA (2,962) (2,799)
Disposal of subsidiary HENRB AT (495) =
Carrying amount at 31 December R+_B=1+—HZiREE 4,718 6,312
Analysed into: DA
Current portion MENEE 1,938 2,241
Non-current portion JETRBNES 2,780 4,071
The maturity analysis of lease liabilities is disclosed in HEEENIPEB R MKER P BREKN
note 41 to the financial statements. 5t41 0
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16. LEASES (continued)

The Group as a lessee (continuead)

16. 8§ @

TEBEAEABEA @

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

leases are as follows:

REmEEARESHRIEDNT ¢

2020 2019
b et 3 “B-NE
HK$’000 HK$’000
FHET FHET
Interest on lease liabilities HEAaEME 306 441
Depreciation charge of right-of-use BB EITE S H
assets 2,719 2,608
Expense relating to short-term SRR E AR
leases (included in administrative Gt ATTEBRES)
expenses) 842 1,058
Total amount recognised in R IB AR %R
profit or loss 3,867 4107

(d) 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.

Starlight Culture Entertainment Group Limited
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17. DEFERRED TAX

The movements in deferred tax assets and liabilities during
the year are as follows:

MR RMIEE

31 December 2020 2= F+_"_F=+—H

17. IEEFRIA

FRNEERBEERGRESHNT :

Deferred tax assets RIETRIAE =
2020
k- k- 23
Amortisation of
investment Impairment
Loss available in film and of financial
for offsetting television and
against future Accrued  programs and contract
profit interests  program rights assets Others Total
EXRENRME
HEHERR BERHHE ERMREH
pitilpd o 5l Rt s BEAE Hitt L
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TAT TAT Tin TR T
At 1 January 2020 RI2Z24—F-H 6,672 3,636 10,063 802 1,095 22,228
Deferred tax credited to the FRFABERE
statement of profit or loss EERIE (15510)
during the year (note 10) (6,646) 3,729 (5,896) (802) 1,711 (7,904)
Exchange realignment ERBER (26) (19) 43) - ©) (94)
Gross deferred tax assets at RIEZERE+°F=+-H
31 December 2020 WELERIBEEELE - 7,346 4,124 - 2,760 14,230
Deferred tax liabilities EERIER(ER
2020
k- Jank 33
Accrual to
cash adjustment
related to
investment in film
and television Depreciation of
programs and property, plant
program rights and equipment Total
ERERRERE
BEREERE mE- -BER
REREREAER BN a5
HK$'000 HK$'000 HK$'000
TR FHRTT FATT
At 1 January 2020 RIEZEF—HF—H 25,203 97 25,300
Deferred tax charged to the statement of FER B RINFFAVEILER IS
profit or loss during the year (note 10) (M$3£10) 3,914 87 4,001
Exchange realignment ERAHE (121) ©] (122)
Gross deferred tax liabilities at RIEZEE+ZA=+—HHK
31 December 2020 RIEMRIAE BRE 28,996 183 29,179

BRI RS EEARAR
TECTEFR
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17. 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:

17. IREMRIE )

MERME  AETEERBEEERGREN
MBARRERPEAAEE AEERTH R
WABBEERIBAAGR O ¢

2020
—E-TH
HK$’000
FA&T
Net deferred tax liabilities recognised in the NIRE MBI R ER R ERRNY
consolidated statement of financial position FIERIBEE 558 14,949

At 31 December 2020, under the current tax legislation
of other jurisdictions, the Group’s unused tax losses of
HK$135,591,000 (2019: HK$131,142,000) 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$112,226,000
(2019: HK$13,060,000) can be carried forward for five
years since the year the loss is incurred. This unrecognised
tax loss is a loss of approximately HK$112,226,000 (2019:
HK$13,060,000) that will expire at various dates up to and
including 2025 (2019: up to and including 2024).

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.

Starlight Culture Entertainment Group Limited
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17. DEFERRED TAX (continueq) 17. %E*ﬁlﬁ (#)
Deferred tax assets have not been recognised in respect of THRMUTIEERDIELEREEE !

the following items:

2020 2019
—T-EF —E—hEF
HK$’000 HK$’000
FE&T TAT
Unused tax losses REARIEEE 247,817 144,202
Pursuant to the PRC Corporate Income Tax Law, a REFREZEMEREZ EHERMMILZ
10% withholding tax is levied on dividends declared to HNELEMIINEREEST IR ZKREBBM
foreign investors from the foreign investment enterprises 10%FEIR - ZHREN __EZENE—HF—HiE
established in Mainland China. The requirement is effective SR EARZZEELtEF+ZA=1T—H#%
from 1 January 2008 and applies to earnings after 31 ZWa oM A E A AN EE B AR
December 2007. A lower withholding tax rate may be B ERWBE AT RBRBEZTBIREK.
applied if there is a tax treaty between Mainland China HAEBME  BARER10% - AEERET
and the jurisdiction of the foreign investors. For the Group, BATERPEAMBIIZHEARMBE S
the applicable rate is 10%. The Group is therefore liable NE—B—HEEEZWFZFRDIKZ B E K
for withholding taxes on dividends distributed by those TR -
subsidiaries established in Mainland China in respect of
earnings generated from 1 January 2008.
18. TRADE RECEIVABLES 18. B B EUFRIE
2020 2019
b Gt 2. “_B-NE
HK$’000 HK$’000
F#A T FATT
Trade receivables B2 EWIE 138,864 267,201
Impairment HE (71,631) (9,238)
67,233 257,963

EXNCRSEBARAE 182
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18. TRADE RECEIVABLES (continued)

Trade receivables from royalties from film and television
programs are due when reported to the Group, and usually
received within 30 to 180 days. Trade receivables from
sales of investment in television programs and program
rights are due based on payment schedule specified in
contract. Trade receivables from other revenue sources
are usually within 180 days from the date of provision of
services. The Group recognises lifetime ECLs for all trade
receivables and measures the lifetime ECLs on a specific
basis according to management’s assessment of the
recoverability of an individual receivable. Management
considers the number of days that an individual receivable
is outstanding, historical experience and forward-looking
information to determine the recoverability of the trade
receivable. The Group does not hold any collateral or other
credit enhancements over its trade receivable balances.
Trade receivables are unsecured and non-interest-bearing.

An 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:

18.

B 5 EWIE @

REBEREBREERENE S BURIER
ERTAEBFRNEIAFU - B 3021180
ARWE - HEEBRMERE R BRERN
E 5 RWRIERE S A ANETREN MR8 F
HARE U - K AR B 7 EUWGR IR S
BERMHERHE BE51808 WULEL - REE R
FREBZREMIERDEHEREEEIE
AR 45 B TR I M ) A WSURR TR B WK (] 1 Y 5T
HEREEEESELPHRAGEERE 82
[ % B AR WEE B FE U R IBR R 8~ B
BRRATEMEERNETEEZ RUBRIERN A
B AEBLENEEZ BB ERE
BEREMBFERIEMEES - BEZBERER
BIEARAER

REREAR EZRERIAZEZHAHATN
R E ZRE DT ¢

2020 2019

—ECEE —E—hF

HK$’000 HK$’'000

FEx FET

Within 1 month 18 B LA - 257,963
Over 3 months IEN=RY 67,233 =
67,233 257,963

Starlight Culture Entertainment Group Limited
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18. TRADE RECEIVABLES (continued)

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

MR RMIEE

31 December 2020 2= F+_"_F=+—H

. B EUFRIE @

B RWRRREBREEESNT

2020 2019

—T-EF —E—hEF

HK$°000 HK$’000

FE&T TAT

At beginning of year RER] 9,238 6,633
Impairment losses (note 6) REEE (fi5E6) 65,005 2,606
Disposal of a subsidiary HE—RNERAE (6,632) =
Exchange realignment b 0 EE B 4,020 ()
At end of year REXR 71,631 9,238

Loss allowances recognised of HK$65,005,000 (2019:
HK$2,606,000) included an allowance of HK$63,808,000
for receivables in respect of investments in two television
programs and program rights sold to a customer in 2019.
Certain incidents happened to the producer and the
distributor of the two television programs led to a limitation
of distribution of television programs they produced.
The Directors, upon consulting its legal advisor, are of
the view that the Group has no additional obligation for
the investments in two television programs and program
rights sold, including the refund of considerations partially
received. The Directors assessed the loss allowance of
these receivables taking into account the probability-
weighted outcome, the time value of money; and
reasonable and supportable information that is available
without undue cost or effort at the reporting date about
past events, current conditions and forecasts of future
economic conditions.

B 265,005,000 (ZE—N5F:
2,606,000 7T) 2 BEEBEEER_-_ZE—AN
FHMBERNERERA—LEEHEN
&7 B Ak > FE W R I8 # #63,808,00078 7T © #%
MEESHROENER ARETHEE —EE
WERHMENERABEBTZR - EFK
BHEREERR BALAEENECEMEE
HEERENGEREMEREIINET BF
BEFZDEWREB - EELETEHAREME
ER EERE - NBRSHBEZENTHBZH
AEFEHNTESHERBETEEE B/
MEARBEGRGEFANGERAIZER
sz S REWIER B IR R o

EXAEREEBMBRAT
—BCTEFR
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18. TRADE RECEIVABLES (continued)

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.

Set out below is the information about the credit risk
exposure on the Group’s trade receivables using a

provision matrix:

As at 31 December 2020

18.

B 5 EWIE @

RERESOARBEEREEETREDN
NstEmEERR -BEXDENRERSR
UBEBEEXANZEZ R D MER BlEtE
EmiERRERER) V@R 8EE - Z5t
ERBUARARNMEER EERFERRES
HHAR S ARBEEE BRI KARK
B RAEANGERAIEER - —RME >
BERWREANBBE —FRBATMWN A
BT IR B AT LAHRES ©

TR FEEERAEBERGENEZE
WRIRHE B ARER -

R-E-EF+°"A=+—H

Past due
bl
Less 1to Over
Current  than1 month 3 months 3 months Total
DA 1{HB A 1ZE3(8 A AR L s
Expected credit loss rate FHEEHEX 3.00% 10.00% 50.00% 51.58% 51.58%
Gross carrying amount RA%E
(HK$'000) (F#E7T) - - - 138,864 138,864
Expected credit losses BHEERE
(HK$'000) (T - - - 71,631 71,631
As at 31 December 2019 RIE—NE+ZA=+—H
Past due
pek:
Less than 1to Over
Current 1 month 3 months 3 months Total
ke 1EAR 123188 K EEDE st
Expected credit loss rate BHEEREX 1.00% 10.00% 50.00% 100.00% 3.46%
Gross carrying amount RA%E
(HK$'000) (F#E7T) 260,568 - - 6,633 267,201
Expected credit losses BHEEREE
(HK$'000) (F#E7T) 2,605 - - 6,633 9,238

Starlight Culture Entertainment Group Limited
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19. PREPAYMENTS, OTHER 19. JA(IFRIE « HthFEURFRIE B H Ath
RECEIVABLES AND OTHER ASSETS BE
2020 2019
—E-ZF “E—hHF
Notes HK$’000 HK$'000
iz FHET FET
Advances to patrons EES =R - 133,062
Amounts due from casinos [ YR 2435 Fh I8 - 3,329
Other receivables HfhFE W IE
- Prepayments —FERIRRIE 28,572 25,584
— Other receivables —HthEWRIE R
and deposits & 101,958 94,046
Amounts due from Directors fEURE = RIE ()
(note 38) (MI5E38) 2,092 1,094
132,622 257,115
Impairment allowance R EEE - (134,550)
132,622 122,565
Film prepayments - 2SR ENE R (o)
— Prepayments to film directors — BN FEXEEN
RIE 191,156 185,530
— Prepayments for investment — BN FEXERE
in film and television programs KRE KB RE
and program rights K1 82,710 16,643
273,866 202,173
Impairment allowance ER S (1,921) (1,921)
271,945 200,252
404,567 322,817
ERNCIREEBBRAT 186
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19. PREPAYMENTS, OTHER
RECEIVABLES AND OTHER ASSETS

(continueq)

Notes:

(@)

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

Prepayments to film directors represent payments made
to film directors for their work in the preparation of motion
picture development proposal and costs to be incurred
by them in the course of work. These prepayments will
be exchanged for the Group’s investment in the fim to be
produced by the film directors upon the commencement of
production of the film, which the Group has the first right
of refusal to invest in. If the Group decided not to invest,
the Group will be reimbursed out of the fim production
costs contribute by financiers of the project. Prepayments
for investment in film and television programs and program
rights represent prepayment made for film or television
programs which pre-flming preparation has begun but
production work has not yet started. When the film or
television program production work begins and the interest
of the Group’s investment in the project is established,
these prepayments will be reclassified as investment in film
and television program and program rights.

The movements in the loss allowance for impairment of

Mok -

A RIR ~ H A S R

19. FE(IFRIE - HthFEURFRIa R Hth
ﬁém

FEWEERESERIER REREEREE-

BN TFERERNTNESEL B ML
NEBTERTERBEREENRAMIA
FTEXEENTNR - ZFRYRERNBEH
FHRERFATERHBLEEREZEIFN
BEXNRE AEEHILEREEREE W
REAEFEREAKRE AIRUEEREAESE
NEZRIFERMERER AN TEXER
BIRERMERENREREREEMRRE
AT EEE TRBHE KRB RIFNBERNBRA
BB FHTENRIE - BB N ERAIRFEL
R AEENZBENKE  2FHA
AREERDESHELBRADERER

ENERRAE -

BRHEMEEZRE

prepayments, other receivables and other assets are as FIEEEESNT
follows:
2020 2019
HK$’000 HK$’000
FHET FHET
At beginning of year RER] 136,471 136,516
Amount written off as uncollectible AU eI EEpI =R IE (583) =
Disposal of a subsidiary HE—BNEBEAR (54) -
Other assets directly associated with HoBEARELESEER
the assets classified as Held for sale MRENEMEE (133,913) -
Exchange realignment PE AR - (45)
At end of year RER 1,921 136,471
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20. CONTRACT ASSETS 20. EHEE

2020 2019
—E-EF “E—hEF
HK$’000 HK$’000
FAT FAT

Contract assets arising from: KEUTEEZENEE .

Film and television program income B KEBHREEWNAR

and film production BRI RE 121,888 146,217
Impairment BE (27,863) (1,462)
Exchange realignment BE R AR = @)
94,025 144,753

Contract assets are initially recognised for revenue from
film and television programs and film production services.
For film and television programs released, the receipt of
revenue is conditional on the confirmation from film or
television producer taking into account gross receipt from
various income sources less distribution and other costs.
For film production services, the receipt of revenue is
conditional on the completion of performance obligations
specified in contract. Upon release of films or drama
series and receipt of settlement statement, the amounts
recognised as contract assets from film and television
programs are reclassified to trade receivables. Upon
completion of film production services and acceptance
by the film producer, the amounts recognised as contract
assets from film production services are reclassified to
trade receivables.

During the year ended 31 December 2020,
HK$27,863,000 (2019: HK$1,462,000) was recognised
as an allowance for expected credit losses on contract
assets.

BREEVNIMBEXRBEROBEUARETH
ERFB 2 WD ETHEDB - HNEETHER
RERBB WARRFHERXREBRARA
ANEEZBEBRARBRHERABEETRA
fthp 218 2 FESR M E » BN BRERIFART - UK
ABRRERE M ENREENBNEE-
RNEBXXERECERTEHRIEERE
REBXRERMNEARIACNEEZTHR
ENNBREZRERE REXRIERE
BRI EBEEERA ARME KEER
RIFRFBEIDEGNEEZZRETDES
B 7 BURIE -

REE_S_ZFE+_A=+—HIEER
;’Jé,ﬂﬁ EETRIEEREE527,863,000/8 7T
— L4 : 1,462,00058 7T) ©

EXAEREEBMBRAT
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20. CONTRACT ASSETS (continued) 20. S9EE =
The expected timing of recovery or settlement for contract R+ZA=+—HZ&a6NEEKWLNEETE
assets as at 31 December is as follows: FARFREWT
2020 2019
—EFHF “E—NEF
HK$’000 HK$’000
FHT TAT
Within one year — &R 94,025 144,753
The movements in the loss allowance for impairment of BHNEBEEZ BEBBRBEZESNT !
contract assets are as follows:
2020 2019
—E-EHF ZE-NEF
HK$’000 HK$’000
F#A5T TAT
At beginning of year RER 1,462 554
Impairment losses, net (note 6) BEEE 35 (Y6) 25,431 963
Exchange realignment bE 50 5E B 970 (55)
At end of year REXR 27,863 1,462
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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

MR RMIEE

31 December 2020 2= F+_"_F=+—H

20. BHNEE »

RERESORRBEBEREEETREDN
NstEREERR -tEGNEERBRE
EBEBZEFREDUEZBERBEZ BHEX
RHEBEE RRRBGHNEEREZ BUERIEAR
BR—ERER -GHNEEZEFBERDER
BAEMNEEEANZESTROBENZE
ZERWRENER A HEE BEME Em
BRI RERBRHE D) - ZstBERRIARM
RER SEREBEERNRS BTSN
BERBESRIE Y R0 0 R R A E IR 18
ANGERPIEER -

TR ERBREBEERESOMNERAERS

exposure on the Group’s contract assets using a provision HNEEZEERRZER .
matrix:

2020 2019
- Jek> 3 3 —E-hE&E
HK$’000 HK$’'000
FA&T FET
Expected credit loss rate BHEEBEX 22.86% 1%
Gross carrying amount (HK$’000) BRmE4ARE (FE7T) 121,888 146,217
Expected credit losses (HK$'000) FEHREEER (TET) 27,863 1,462

EXAEREEBMBRAT
—BCTEFR
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21. INVESTMENT IN FILM AND
TELEVISION PROGRAMS AND
PROGRAM RIGHTS

The movements in investment in film and television
programs and program rights are as follows:

21. B REHREHBEIREKREE R

=

BERERSMBREZLBNT

Television
Theatrical films programs Total
FRER BREE st
2020 > St 3 3 HK$’000 HK$’000 HK$°000
F#ExT F#ERT F#ET
Cost: s
At 1 January w—B—H 289,305 80,216 369,521
Additions RE 105,668 - 105,668
Exchange realignment EREE (1,351) 4,947 3,596
At 31 December R+—B=+—H 393,622 85,163 478,785
Accumulated amortisation and R EHERRE
impairment
At 1 January R—B—H (70,480) (39,322) (109,802)
Amortisation during the year FEEH (40,806) (23,619) (64,425)
Exchange realignment ERAE 358 (3,854) (3,496)
At 31 December R+ZR=+—H (110,928) (66,795) (177,723)
Net carrying amount: IREFE -
At 31 December m+-_B=+—H 282,694 18,368 301,062
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21. INVESTMENT IN FILM AND 21. BRERBHREHOBKREREBRR
TELEVISION PROGRAMS AND @
PROGRAM RIGHTS (continued)
Television
Theatrical films programs Total
ThRER BEREE oy
2019 “Z-AF HK$’000 HK$’000 HK$’000
FAT FHETT FAETT
Cost: 5% 3
At 1 January R—B—H 133,772 - 138,772
Additions RE 156,208 369,415 525,623
Disposal HE - (289,199) (289,199)
Exchange realignment [ER B (675) - (675)
At 31 December B+-B=+—H 289,305 80,216 369,521
Accumulated amortisation and Rt R RE
impairment
At 1 January »“—A—~ (28,597) - (28,597)
Amortisation during the year FREH (52,649) (39,943) (92,592)
Reversal of impairment loss FRREREER
during the year 10,356 - 10,356
Exchange realignment P 7 FR % 410 621 1,031
At 31 December “+-B=+—8 (70,480) (39,322) (109,802)
Net carrying amount: IREEE -
At 31 December B+ZB=+—H 218,825 40,894 259,719
BRI RS EEARAR
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21. INVESTMENT IN FILM AND 21.

TELEVISION PROGRAMS AND
PROGRAM RIGHTS (continued)

The status of the investment in film and television
programs and program rights are as follows:

B RERHBREREBRR
¥ @

BENEBREERE R ERERRENT

2020 2019
—E-EF —E-NEF
HK$’000 HK$’000
FExT FAET
Theatrical films -7 I‘ﬁ:%w
Released, net of accumulated BT R REHE
amortisation 21,547 62,616
Completed and not released B ERET 228,912 =
In progress SUEMR 32,235 156,209
282,694 218,825
Television programs EREE
Released, net of accumulated BT kR RTE#E
amortisation 18,368 40,894
Investment in film and television EXRERNBRER
programs and program rights, net B Bl R 1&; 388 301,062 259,719

The Group reviews its investment in fim and television
programs and program rights regularly to assess if there
is any indicator of impairment and the related recoverable
amount with reference to the marketability of each film and
television program, and current market conditions. The
recoverable amount of the investment in film and television
programs and program rights was determined on a title-
by-title basis.

Starlight Culture Entertainment Group Limited
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Notes to Financial Statements

INVESTMENT IN FILM AND
TELEVISION PROGRAMS AND
PROGRAM RIGHTS (continued)

The Group assessed that if the above investment was
impaired as at 31 December 2020. Since the recoverable
amount based on the value-in-use calculation was higher
than the carrying amount, no impairment provision (2019:
Nil) for the film investment was made.

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
using the discount rates from 18.10% to 24.08% based
on the different status of the fiims (2019: from 18% to
23%). Key assumptions for the value-in-use calculations
related to the estimation of cash inflow/outflow include the
budgeted box office revenue, non-box office distribution
revenues, distribution expenses and discount rate. Such
estimation is based on the historical box office of the
same film director and main cast members, the market
comparable data of fiims with the same theme, and
management’s expectations of the market. The discount
rate used is before tax and reflects the current market
assessment of the time value of money and the risks
specific to film production and investment business, and
also the life cycle of the similar kind of films.

21.

MR RMIEE

F+_"-_HA=+—H

B RENRMNBKRERMNBRR
X))

31 December 2020 —_&E_ &

R-E-E2F+-A=+—0'&x&EEFE
R ERRHE - BRERNEREBEESNE
BRI ElERES N HREE AR EBEFR

BfFLBERE CTE-NF &

i) o

BEEgEnbBELENREREENE (B
RABEEZNERGERANF18.10%%E24.08%
“E—NF 18%E23%) NITIRKRITEE
HAKBERESHNEXEXFAENEZ
BAEEMBZERRKIEREIRE) ME
Eo-HBRERA /MG EENEREE
AENTIERROEEEZEERE FER
DEEWE DB RIRE A HER
A—EERFTEEENBEETER -B—T &
BN TmBE IR EREEBHMIZEE
NFEHR -FTAMIREARAIALIRE ) KR EA]
ERSEEEMSTEAErREREEE
BEAENRER TRMEFEEFNERER-

EXAEREEBMBRAT
—BCTEFR
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22. CASH AND CASH EQUIVALENTS 22. RERREEEIEH
2020 2019
ot k3 3 “_B-NE
HK$’000 HK$’000
FHET FHET
Cash and bank balances R& R IRITAERR

Denominated in RMB MAREHE 54 18,595
Denominated in HK$ AT E 915 15,273
Denominated in AUD$ LUREESHE 57 76
Denominated in US$ METEHE 141,811 146,460
Cash and cash equivalents BEMIRSEMBEER 142,837 180,404
At the end of the reporting period, the cash and bank PREPAR AEBUARBFEBEZRE
balances of the Group denominated in RMB amounted IR TTH R4 454,0008 0 (ZE— N F .
to approximately HK$54,000 (2019: HK$18,595,000). 18,695,000 7T) - A\RMETEEBHRRAH
The RMB is not freely convertible into other currencies, a1 JATM IR P = A ith 2 S BE B IR 1R A
however, under Mainland China’s Foreign Exchange UhEE-EERNESERTE  ~EBEE
Control Regulations and Administration of Settlement, Sale FRERBETHIEERE 2 RBRTHEARER
and Payment of Foreign Exchange Regulations, the Group MAHEMEK - RBITHNREEEHRTER

is permitted to exchange RMB for other currencies through HIESYOEA=-F I By SE

banks authorised to conduct foreign exchange business.
Cash at banks earns interest at floating rates based on
daily bank deposit rates.

23. TRADE PAYABLES 23. BB E{IFRIE
An ageing analysis of the trade payables as at the end RBREHBFR BEZECMREBEZEZAHZ
of the reporting period, based on the invoice date, is as ERES DATAN T
follows:
2020 2019
Saps—. “E—NEF
HK$’000 HK$’000
THT TFAT
Over 3 months HBiE3ME A - 3,162
The trade payables are derecognised as a result of the BSEMMEBERHENRB AR M LR

disposal of subsidiaries.
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24. OTHER PAYABLES AND ACCRUALS 24. HfthfE(IshIa R ESTER

2020 2019

b et 2 “EB-NE

HK$’000 HK$’000

FHET FHET

Other payables and accruals* H i & < T8 K FE 51 & 156,656 132,292

Other payables and accruals are unsecured, interest- HMENREBERESERAERF REX

free and repayable on demand. The fair values of other EEEREBEE RREHARZEMENRIE
payables at the end of the reporting period approximated AT EAEEEREERS-

to their corresponding carrying amounts.

*

The details of other payables and accruals based on nature
are as follows:

BUEEOMEMBNRIERES B RFE

mE

2020 2019

—E-EF “Z-NF

HK$’000 HK$’000

FHET FHET

Deposits/advances from film financiers 2R EH B RE KRS B= 82,441 82,055
Advances due to individuals ANREPNEIESN 25,245 12,792
Payable for VAT FETIEER 19,315 22,487
Loan interest payables ERERF S 19,219 8,979
Accrued expenses FEEHRE 10,436 2,325
Amounts due to casinos FE(T IR 8435 > =18 - 2,478
Amounts due to patrons ENER ZRIE - 1,176
156,656 132,292

EXLBREERMBRAT

—ECREFR
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25. CONTRACT LIABILITIES 25. §&E
2020 2019
—E-ZF —E-NE
HK$’000 HK$’000
F#A5T FET
Short-term advances WHR 2 & 5 A2 B E
received from customers
Sale of film investments and HEBZKRENR
rendering of related services IRHAERARRTS 92,618 71,936
26. AMOUNTS DUE TO NON- 26. FE{ i B A B IEIE AR AR R FRIH
CONTROLLING SHAREHOLDERS OF
SUBSIDIARIES
2020 2019
—E=E —ET—hEF
HK$’000 HK$’000
F#AT FET
Amounts due to non-controlling FET B B8 A Bl FE IR AR ER 7R 1B
shareholders of subsidiaries - 20,900
The amounts due to non-controlling shareholders of BB AR IEZERKERIBELEIRR R
subsidiaries were unsecured, interest-free and had no fixed EEwEBEEEHH-

maturity date.

Starlight Culture Entertainment Group Limited
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27. INTEREST-BEARING BANK AND 27. st EBRIT R HEHMEE
OTHER BORROWINGS
2020 2019
k- - 3 “E-NE
Effective Effective
interest interest
rate (%) Maturity HK$'000 rate (%) Maturity HK$'000
BRBHE©%) 588 TEx  BEAEY) 34 Fin
Current EPRR
Borrowings - unsecured fEE—EHHE  (note b) 6-8 2021 67,039 3-10 2020 122,343
(b3D) —E--§ ECEE
Film investment loans ~ B¥ZEEH  (hote o) 6 2021 117,791 3-6 2020 89,484
(Hfzkc) —EC-F “B-EE
184,830 211,827
Non-current JEBNER
Bank loan-secured  BTER—FMEA (hotea)  LIBOR+2.5 or 2022 148,735 LIBOR+2.5 2021 71,384
(Hfzka) Eastwest —Z=-= wYET B
Bank RZRE
prime rate, m2.5
with a floor
rate of 3.25
fRsReT
RERS
2.5
HEERT
RESHE,
RiEFES
3.25
Borrowings -unsecured BE—EIEE  (hoteb) 3-8 2022 129,819 3-6 2021 55,114
(KizHh) b Jondt - EC-&
Film investment loans ~ B¥&REEH  (hote o) 6 2022 46,535 36 2021 23,376
(M5Ec) —E-C BT
325,089 149,874
509,919 361,701
EXCIREEMERAT

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

27. st RRMITREMBEST @

2020 2019
—E_EF —E-NE
HK$’000 HK$’000
FAT FAET
Analysed into: DALUTIER !
Bank loans: IRITEM .
In the second year FZER 148,735 71,384
148,735 71,384
Other borrowings repayable: HthEEEGSS .
Within one year —FR 184,830 211,827
In the second year BTERN 176,354 78,490
361,184 290,317
509,919 361,701

Notes:

The bank loan of HK$148,735,000 as at 31 December
2020 (2019: HK$71,384,000) was secured by the pledge
of 100% of the Group’s equity interest in a wholly-owned
subsidiary, Starlight Culture Entertainment Limited, and
100% of the membership interest in a film production
company owned by a film director. During 2020, the Group
and Eastwest Bank has entered into an amendment in
which the repayment date of the bank loan is extended to
5 April 2022 and a clause related to the interest rate was
added stipulating that its interest rate shall not be less than
3.25% per annum.

The current interest-bearing loans amounting to
HK$67,039,000 as at 31 December 2020 bearing interest
at rates from 6% to 8% per annum are repayable in 2021.
The non-current loans amounting to HK$129,819,000
bearing interest rate from 3% to 8% per annum are
repayable in 2022.

Starlight Culture Entertainment Group Limited
ANNUAL REPORT 2020

BfEE

(@) AR ZTZF+ A=+ —HZIRTER
148,735,000 75 (Z&—H £ : 71,384,000
BT HAEEREZEKNE A5 BlStarlight
Culture Entertainment LimitedZ &5 89 B& # & &
—LBREERBEENESE AR ZEHR
RERERF NS _T&  AEFEHEESE
RITFIIL— 10 1E5] > BIRITTERMIBER HEE
BE_L - _A£NF R A WS SN RER
FIER IREHEF ERBEIBE.25%

) RIZE_ZBE+-_HB=+—HHE8EN
+%8467,039,0008 75 MEFENF6%E
8%t B RN TS —FEHEEBE - FFNHERS
2E7129,819,0008 70 » MEMEN F3%ZE8%
AERR-E_FHEERE-



Notes to Financial Statements

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

Notes: (continued)

(c) The film investment loans represented loans from the fim
financiers which bear fixed interest at a rate of 6% per
annum. The repayment dates are subject to the release
dates of films. The principals of the film investment loans
of HK$30,247,000 from a shareholder of the Group
are overdue as at 31 December 2020 with interests of
HK$2,675,000 and default plus late payment fees of
HK$3,111,000. The principals of the fim investment loans
of HK$12,626,000 from third parties are overdue as at 31
December 2020 with interests of HK$1,899,000 and default
plus late payment fees of HK$2,985,000. As at the date of
this report, the Group is in the renegotiation process with
those lenders to extend maturity dates. The interest, default
and late payment fees will be accrued according to the
agreements until extension agreements are signed.

Certain film investment loans also bear variable interest
rates depending on the box office revenue generated from
the films, which are derivative components and should be
separated from the film investment loans and measured
at fair value. The summary of movements in the derivative
component of the film investment loans is as follows:

Derivative financial liabilities

MR RMIEE

31 December 2020 2= F+_"_F=+—H

27. st RRMITREMEST @

Kﬁ ui CIE)

) BERESTIEXEBERMEAINER B
EEMNEECH BRAHSENEE LB H
H-RZIEZEE+ZH=+—H KEXE
B —2RENEXREEREAE30,247,000
BT BB R 852,675,000 7T ARIELY
RN RERA3,111,0008 T N2
IEE+ A=+ —H BEREERLS
12,626,000 7T E#HH > 1| 821,899,000
7T BB S R AT R E R A2,985,000
B -RARSH AEBEAZEETA
BEHHE UWEEIHH - BEANE BN
R E BRI RS EESE]IE
Atk o

AETERREEMTRINANREFEERE
WmZ FEARAR WEATEBI RE
HBEXREEMOHLBATEFE -BEF
REEMTEBDEFHMEWT :

TTEEmMAaRE

2020 2019

—T-EF —E—hE

HK$’000 HK$’000

FHET FHET

At 1 January nw—A—H 32,477 -
Change in fair value of derivative TEEmat A TEES

financial liabilities (14,390) 32,477

Exchange realignment b R EE R (142) -

At 31 December R+ZA=+—H 17,945 32,477

Changes in the fair value of the derivative component of
the film investment loans amounting to HK$14,390,000
(2019: HK$32,477,000) were charged to the statement of
profit or loss during the year.

RERANBEREEFTELX D AFEE
L REA14,390,000BT (ZE—NF !
32,477,000 70) » FRIBm R AWk o

B CIREEEERAR
TECTEFR
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28. PROMISSORY NOTES

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

28. KR EE

REHENAHENARRBREDAENT !

2020 2019

> G5 3 “B—NF

HK$’000 HK$’000

FE&T TAT

At 1 January n—HB—H 9,000 17,000

Interest R 2,170 15,871

Issuance of promissory notes (note a) 1T E R E# (Hta) - 266,989
Repayment of principal during the year F£REZEZRE (Mfsta~ Histb)

(note a, note b) (8,000) (274,998)
Repayment of interest during the year — FEREEF 2 (HzFa)

(note a) = (13,924)
Exchange realignment b AR - 9
At 31 December K+ZA=+—H 3,170 10,947
Less: Interest payable including in other 78 : 5t A EL &S I8 K

payables and accruals FEstERENF B (2,170) (1,947)
1,000 9,000

Notes: BdsE
(@  On 2 January 2019, the Group issued promissory notes (a) N ZE-NEFE—BAIZH AEEEITASLEEE

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. In April 2019, the repayment date of the
promissory notes 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. In addition, the
Group also paid the promissory notes with a principal
amount of HK$257,998,000 and interest in the amount of
HK$12,634,000.

Starlight Culture Entertainment Group Limited
ANNUAL REPORT 2020

#%266,989,0004 71 > BRFF] EH16%HI K
REE HRABERA A RBEN AT E-
RIZE-NAFEA  AERENERBHASE
BE_ZT_ZTEMA_—+/\He-

RIZE—NENA > AEERE ARG
ARAREHRFTEAET —BHBZUHRK
DREAEE AL EE17,000,0008 TR F)
£E71,290,00058 T A R E#E o IL4h » AcEE
E RS2 A& 36257,998,00058 T KA B A
12,634,000 TTH A R EHE o
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28. PROMISSORY NOTES (continued)

29.

30.

Notes:

(b) In January 2020, the Group repaid the promissory notes
with a principal amount of HK$8,000,000, and the
remaining balance of HK$1,000,000 became due on

demand.

28. KREE »

BfeE

b) MIB-B—5 > ~EEHBEASEES,000,000
BT AR ERR > FIRR4EER1,000,0008 T 5%

ERMEE

CONVERTIBLE BONDS 29. IR B
2020 2019
—EEHF —E—-NEF
HK$’000 HK$’000
FHEx FAEIT
At 1 January Hw—B—H - 266,821
Interest expense MERX - 168
Interest paid BEIFE - -
Redemption during the year F R[] - (266,989)
At 31 December R+ZB=4+—H - =
SHARE CAPITAL 30. g4~
Shares AR
2020 2019
—E-ZF —E-NE
HK$’000 HK$’'000
FHExT FAET
Issued and fully paid: BETREE
823,564,799 (2019: 823,564,799) 823,564,7998%
Z2—hN%fF:
823,564,7998%) 82,356 82,356
Authorised: VERE -
20,000,000,000 20,000,000,0008% 2,000,000 2,000,000

EXNCRSEBARAE

—ECREFR
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30. SHARE CAPITAL (continued)

31.

30. IR

Shares (continuea) 17 @
A summary of the Company’s share capital is as follows: KPABRABERUT -
Number of
shares in issue Share capital
BRITRHAHA gz
HK$'000
FAET
At 1 January 2020 and RIZ2ZZEF—HF—HK
31 December 2020 —ETEF+"HA=+—H 823,564,799 82,356

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.

Starlight Culture Entertainment Group Limited
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1. fsRztE st &

AERATNR _E——FEB—HETZKRE
BEAG L B ENERESS (T”TZ
— T EERENE ) 2 EBREREEEB
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HEER R B RAHBRAEEHIE-
— RS E I REMEE B2 —=
FRAE—H) B+ EABRREM - 1THER
R FREREFERAEERANZE
st B3R Z P A 18 A 1718 B8 PR #E T = Bk &%
TZRMEE A EEBTARBEAABTE
BITHRH 230% - R - T — _ FEEREE
RAEERM 2 EMEt 8 n] e H 2 R E
Z2ERRGRHAERATBBBREMBIPAR
BB ITIRMN Z210% AT+ 1@ B 25 -
AEEEEMALTRE ZBEBREZ BRRMDAR
A BBB() AR BB EITRIN Z0.1% > i)
RERSREBERMZWHEFEZ LB
ER1E#81E5,000,0008 7T FRIEB RS L E
B REBERIREARE EHERISER o
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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 2012 Share Option Scheme, no
share options have been granted under the scheme up to
31 December 2020.

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 2020, the retirement
benefit scheme contributions were approximately
HK$254,000 (2019: HK$594,000).

31.

32.

MR RMIEE
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BBl El =

EEANEMNERZBEREFAINRENE
ToBREFREZEMZSEREZZHHE
EZERESYMABEABRERZBHER
TEER UREERE) LRBTE-TEE
HARAREFET URABRNEBRERD
HHARMDIEBZPAZWHE  REEERE
REBHMAERZARND ZFHRHEZ
BEE o

BRM_T-—_EBEREFIUR BEZ
ETEF+ A=+ —HHEREFSEEY
AT fE A e o

BAEFGHE

F2ERNR _ZEEF+ _A2HEBRERGIMN
ANRFHRAIRIULZBFEABEE (T8IRT
E5t8)) RSB ZEERAERZEENH
R THEXEAZERZESTH-

REmARZBNEH B HRDEEE R
BEZHRRERBEE S A ZHMRe

FEBRPAEAMEEZRBLATMEZE
B RA2UEBMEMTHRNFERZPREARE
el BARAMMNIREDRBAEZSERA
Pl 7S BT B P IB R R AN BR ©

REE_ZE2-_EBEF+_A=+—HLEE>
BRIKEH T8 Z (A A254,0008 7T (ZF
— NLEE : 594,000 7T) ©

EXAEREEBMBRAT
—BCTEFR
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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.

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.

Starlight Culture Entertainment Group Limited
ANNUAL REPORT 2020

33. {# &

FEAREEERBECEZ HEREDS
Ry St TER

ab Bt
AEE RO ERIEFRIBRABHABS
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34. PARTLY-OWNED SUBSIDIARIES

WITH MATERIAL NON-
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BEBAE

CONTROLLING INTERESTS

Details of the Group’s subsidiaries that have material non-

34. R EAIFERRE w2 BB 5 i

ERARERFEREDZAEERB LR

controlling interests are set out below: BT
2020 2019
—E-TF —_Z—NE
Percentage of equity interest held by FFERERIFAEZRER DL -
non-controlling interests:
Jimei Entertainment Cambodia Jimei Entertainment Cambodia
Development Limited Development Limited 49% 49%
Marshall Holding, LLC Marshall Holding, LLC 49% 49%
2020 2019
—ECEHF —E—hE
HK$’000 HIK$'000
Tz Ti#7
Profit/(loss) for the year allocated to FERNDEFTIFERER 2
non-controlling interests: wmH (B518) -
Jimei Entertainment Cambodia Jimei Entertainment Cambodia
Development Limited Development Limited (13) -
Marshall Holding, LLC Marshall Holding, LLC (120) (682)
Accumulated balances of RS EEEERER 2
non-controlling interests at REHAEER -
the reporting date:
Jimei Entertainment Cambodia Jimei Entertainment Cambodia
Development Limited Development Limited (25,010) (45,897)
Marshall Holding, LLC Marshall Holding, LLC (963) (847)
EXCREERBRAR

—ECREFR
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34. PARTLY-OWNED SUBSIDIARIES 34. BB EKIEIZERER 22D
WITH MATERIAL NON- EMBAT =
CONTROLLING INTERESTS (continued)
The following tables illustrate the summarised financial TR LB R B 2 B E R B -
information of the above subsidiaries. The amounts Frit BB i EM AT BRI 2 £%8 ©

disclosed are before any inter-company eliminations:

Jimei

Entertainment

Cambodia
Development Marshall
Limited Holding, LLC
2020 —EZEH HK$’000 HK$’000
FHT FAT
Revenue W= - -
Total expenses B sz 4B 58 (27) (245)

Loss for the year and total comprehensive FEREE R EARN L EEEIELE

loss for the year (27) (245)
Current assets MBNEE 2,509 35
Non-current assets FERBEE = =
Current liabilities G =N (75,302) (2,000)
Non-current liabilities EREEE - =
Net cash flows used in operating activities #&& ¥ HIRE RE/F8 - (209)
Net cash flows from investing activities KREXER ZIREME 75 - -
Net cash flows from financing activites ~ FRE#£FHF 2 BE RS F5E - -
Net decrease in cash and cash equivalents IR & KIRE S EIER R/ B8 - (209)
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34. R EAIFERRE w2 BB 53 i

WITH MATERIAL NON- BB AR @
CONTROLLING INTERESTS (continued)
Jimei
Entertainment
Cambodia
Development Marshall
Limited Holding, LLC
2019 “E-hnF HK$’000 HK$’000
TFAET FAET
Revenue & - -
Total expenses Fsz 48 %8 = (1,392)
Loss for the year and total comprehensive £F P9 518 & F A9 2 H k5 1848 5B
loss for the year = (1,392)
Current assets MBNE E 2,509 280
Non-current assets ERBEE = =
Current liabilities ViEI=N (96,175) (2,009)
Non-current liabilities ERFHERE - =
Net cash flows used in operating activities & &% #EFrRIRSRE 358 - (1,207)
Net cash flows from investing activities KREEB RS MEFEE = =
Net cash flows from financing activities MEER RS MEFEE - 1,307
Net (decrease)/increase in cash and BEKIFREEEER
cash equivalents CRib) /18107358 - 100
ERNCIREEBBRAT

—ECREFR
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35. NOTES TO THE CONSOLIDATED
STATEMENT OF CASH FLOWS

(@ Major non-cash transactions

During the year, the Group had non-cash additions
to right-of-use assets and lease liabilities of
HK$1,557,000 and HK$1,557,000, respectively,
in respect of lease arrangements for office (2019:
HK$691,000 and HK$691,000).

(b) Changes in liabilities arising from

financing activities

5. REHERERME

@ ETBIFRERH

ERAEEERMRAENHEESZIZ
FRREEREEEGBMNIERSEMNS
B #31,5657,0007%8 7t k21,557,000 7t (=
T —N4F 691,000 7T /691,000
JT) ©

b) MEFBFRIELEREED

2020 ot et 3 3
Bank
and other Lease Promissory
borrowings liabilities notes
iR1TR
Hitfg & HEAR RRERE
HK$’000 HK$’000 HK$’000
Fi#n TR Fi#n
At 1 January 2020 RIZ2EZZEF—F—H 361,701 6,312 9,000
Changes from financing MERSRESEE
cash flows 149,043 (2,962) (8,000)
New leases s - 1,557 -
Disposal of subsidiaries HEMB AT - (495) =
Interest expense MEMZ - 306 -
Exchange realignment PE BT (825) - -
At 31 December 2020 RIZTEF
+ZA=+—H 509,919 4,718 1,000

209 Starlight Culture Entertainment Group Limited
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35. NOTES TO THE CONSOLIDATED 5. FERERERME @
STATEMENT OF CASH FLOWS
(continueqd)
(b) Changes in liabilities arising from (b) MEBEIEHMELEEEES @
financing activities (continued)
2019 “E-NEF
Bank
and other Convertible Lease Promissory
borrowings bonds liabilities notes
RIT R
HMEE AR ES HE&aE AREE
HK$’000 HK$'000 HK$'000 HK$’000
FET FET FHET FET
At 31 December 2018 R ZZ—/\&
T=EEGr—=E 272,120 266,821 - 17,000
Effect of adoption of RS RTBRS
HKFRS 16 U E165R 2 - - 7,979 -
At 1 January 2019 RZE—hE
—HF—H 272,120 266,821 7,979 17,000
Changes from financing R EIR & RELE)
cash flows 134,421 180,000 (2,799) (257,998)
New leases g - - 691 =
Loss on change in fair AT {EEENEE
value - 548 - -
Conversion during the yeari? € Py & - (180,548) = =

Redemption of convertible L8517 R Z 1% iE (0]
bonds by issuance of ABRES

promissory notes - (266,989) - 266,989
Redemption of — 2R REANED

a promissory note by ARER

a share subscriber - - - (17,000)
Redemption of certain =~ —4% i1 0B A BE[D]

borrowings by a share ~ ETEE

subscriber (44,000) - - -
Interest expense FERZ - 168 441
Exchange realignment  [ERIEE (840) - -

At 31 December 2019 PZZT—H%E
+=B=+—H 361,701 = 6,312 9,000

EXNCRSEBARAE 210
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35. NOTES TO THE CONSOLIDATED 35. iFERERERME @
STATEMENT OF CASH FLOWS
(continueq)
(c) Total cash outflow for leases (c) HEREMLAEEE
The total cash outflow for leases included in the FARERERZEERES M EZEN
statement of cash flows is as follows: T s
2020 2019
- Jot> 3 3 —E-hE&E
HK$’000 HK$’000
FHEx FET
Within operating activities SR 842 1,058
Within financing activities MEFEHN 2,962 2,799
3,804 3,857
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36. DISPOSAL OF SUBSIDIARIES 36. HEMB AR
2020 2019
et 22 —B-hEF
HK$’000 HK$’000
FHET FHET
Net assets disposed of: BHEEEFME
Property, plant and equipment MR E B 61 8,312
Club debenture BFEsS 320 =
Right-of-use assets FREEE 516 -
Prepayments, other receivables and FE{I = IE s EMEWEIE
other assets REMEE 29 2
Cash and bank balances R& RIRITH R 101 -
Trade payables B 5 ERIE (3,330) =
Other payables and accruals HhfETRIB R ESHE B (1,409) -
Lease liability HEaR (495) -
Tax payable FEIHRIE (38) -
(4,245) 8,314
Exchange fluctuation reserve bE R BN R 1,790 =
(2,455) 8,314
Gain/(loss) on disposal of subsidiaries ~ HEH B AT WL (F#8) 2,455 (14)
- 8,300
Satisfied by: BLIT4ER
Cash /E - 8,300
ERNCIREEBBRAT
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36. DISPOSAL OF SUBSIDIARIES 36. HEMBARE @
(continued)

An analysis of the net inflow of cash and cash equivalents ERHENBATNBERREEEERZF

in respect of the disposal of the subsidiaries is as follows: TMAR DT !
2020 2019
—EZEF —Z2—NEF
HK$’000 HK$’'000
FE&T FAET
Cash consideration HEAE - 8,300
Cash and bank balances disposed of B HEMIRES K IBITEE (101) =

Net inflow of cash and cash equivalents BRALENRB AT ZRE R

in respect of the disposal of HELEEBEHBERA

subsidiaries (101) 8,300
On November 2020, the Group disposed of the Trading A CECEFE+ B AERRBNEELR
Operation and the underlying assets and liabilities to an HAEEREBHET —SLBILE=F 4%
independent third party for a nominal consideration of HEREBEAR1ATO
HK$1.

37. CAPITAL COMMITMENTS 37. B KIE

(a) The Group had the following capital commitments at (a) ANEBRBSHRBUTZEARERIE

the end of the reporting period:

2020 2019
ot Gt 2 “B-NE
HK$°000 HK$’000
FAT FATT
Contracted, but not provided for: B5T47> BB !
Film prepayments BEAEMRIE 44,114 60,778
(o)  The Group has no lease contracts that have not yet b)) RIEBE_ZEF+_B=1+—H > KxEH
commenced as at 31 December 2020. W HRERNEESED -
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38. RELATED PARTY TRANSACTIONS

In addition to the transactions detailed elsewhere in
these financial statements, the Group had the following
outstanding balance with a related party as at 31
December 2020:

(i)

Contract asset receivable from a
related party

MR RMIEE

31 December 2020 2= F+_"_F=+—H

38. G X5
RoFZBE+A=+—B BREEHE

WMARFAMEMTZIN AEEHBEBR S HES
TN REEGEERR

() FEKRRABMEZEHNEE

2020 2019

“E-FHF —E-NEF

HK$’000 HK$'000

FE&T FAET

A related company — Horgos Feixia —fB B A B —E @R TRk 41,484 54,690

On 19 April 2019, the Group signed a TV drama
series investment agreement with Horgos Feixia
Film and TV Culture Media Limited (‘Horgos Feixia”),
which is a subsidiary of Hangzhou Xindingming
Enterprise Management Consultancy Co., Ltd. On
12 July 2019, Hangzhou Xindingming Enterprise
Management Consultancy Co., Ltd. became a
shareholder of the Group. The receivable from
Horgos Feixia became a related party balance
thereafter.

RZE-—NFEBTAB  AEREEN
WP EXFEANEERRATD ZNE
AR EBMRERRE G EEERRE

ERE (TEMRFMMP) RITBHRE
BREEMZ R_E—NAFEtA+Z

B M RAEEAZAAEERRLT
PR AEREZ IR o EUIRE B R HT R K
BYTRIE BB 1 A A R Bk 75 A5 B

EXAEREEBMBRAT
“ETREER
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38. RELATED PARTY TRANSACTIONS 38. AR =

(continued)

(i) Compensation of key management iy ZEBRTFTEEEASEHB -
personnel of the Group
The remuneration of the key management of the FRAEBFZEEAEHMNOT !

Group during the year was as follows:

2020 2019
—E-FZF —E-NE
HK$’000 HK$’000
F#E5T FET
Short term employee benefits pip: L =yl 8,549 10,132
Retirement benefit scheme BIREFFHEIHR
contributions 18 18
8,567 10,150
The remuneration of Directors and other members EERHEMFEEEERE 2 HMNAE
of key management is determined by the board FERL2ZEAREATBEBREET
of Directors having regard to the performance of
individuals and market trends.
Further details of Directors’ and the chief executive’s EHEERFETHAETFMNZE—F
emoluments are included in note 8 to the financial EIEENNG R e R

statements.
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38. RELATED PARTY TRANSACTIONS

MR RMIEE

31 December 2020 2= F+_"_F=+—H

38. A RS =

(continued)
(i) Amounts due from Directors (i) FEWESFHIE
2020 2019
—E-EF —E-NEF
HK$’000 HK$’000
FEx FAET
Amounts due from a Director — FERE FRIE—
Chau Chit (note 19) B (MsE19) - 250
Amounts due from a Director — ENESERIE—
Luo Lei (note 19) #3 (fysE19) 2,092 844
2,092 1,094
The amounts due from Directors are unsecured, EWEETEAEIRIF  RERIEEXK
interest-free and are repayable on demand. BiE-
(iv) Amount due to a shareholder (iv) FEft—aBRERIRIE
2020 2019
—E_THF —2—NEF
HK$’000 HK$’000
FHET FAET
Amount due to a shareholder BN —ZIRERIB 1,188 175,652

The amount due to a shareholder is non-trade in
nature, unsecured, and interest-free. The balance as
at 31 December 2020 is repayable in 2022 (2019:
repayable on demand and settled in January 2020).

BN —2REFRBAIERZEE  #EIE
HEERE N _E_EF+_HA=+—
HR&EGAR _ ST __£#E8 (2%
—NE BREKEELIEN _ZT_-F
F—BEE) -

EXNCRSEBARAE
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38. RELATED PARTY TRANSACTIONS

(continued)

(v)

Film investment loans

38. AR =

v) BERREEM

2020 2019
—E-EF T—NF

HK$°000 HK$’000

FHET FHET

A shareholder — Jiangyin Binjiang —RE—IRETL 30,247 30,389

On 20 October 2018 and 5 November 2018, the
Group signed film investment loan agreements with
Jiangyin Binjiang Technology Venture Investment
Co., Ltd. (“Jiangyin Binjiang”), whereby the Group
was provided with film investment loan totaling
HK$30,247,000 (2019: HK$30,389,000), which is
trade in nature, unsecured and with an interest rate
of 6%. On 8 May 2019, Jiangyin Binjiang became a
shareholder of the Group. The loan is overdue as at
31 December 2020 with interests of HK$2,675,000.
An amount of HK$3,111,000 of default and late
payment fees is accrued. As at the date of this
report, the Group is in the renegotiation process
with Jiangyin Binjiang to extend maturity dates.
The interest, default and late payment fees will be
accrued according to the agreements until extension
agreements are signed.

Starlight Culture Entertainment Group Limited
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RZ_E—-NE+BE-+BHEZZE—N
FE+—BER > AEBATREINE
BIZELERRAR (MIRET)) 5:J
BErREERGZ B 2EEHER
B REEMG30,247,0008 T (=
><—n¢ 30,389,000 7T) :7“,5\70%
RGMEE EBIEF R ER6%-
—hERTRANRB IREIRALRER
—%Hsﬁ RIEZEF+"_B=+—
ZERBEEE A EA2,675,000
%ﬁoEEEE%@%&@ﬁﬂfﬁxﬁﬁﬁﬁ
%83,111,00088 c e AR S HER » K&
B ESTRBEIENmE  LWIEREIH
HeBRBAFE ‘iﬁ%&tﬁﬁﬁ‘%ﬂxﬁ%
BIRIE T IE EE S L=
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39. FINANCIAL INSTRUMENTS BY 39. ERNSSHWERMIA
CATEGORY
The carrying amounts of each of the categories of financial RHBREHEF ST ASESENEREY
instruments as the end of the reporting period are as o
follows:
2020 —EEHF
Financial
assets at
amortised cost
FiRsEHmR A 5 =
ZEREE
Financial assets EHMEE HK$’000
FAET
Trade receivables B 5 R IE 67,233
Contract assets BHNEE 94,025
Financial assets included in prepayments, 5t A FB{ 7018 « E fth FE UL B K
other receivables and other assets EMEEZSHREE 104,050
Cash and cash equivalents BeRIBSEEER 142,837
408,145
Y7 0 4% AT
B CIREEEERAR 218
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39. FINANCIAL INSTRUMENTS BY 30. AR BN ERTA »

CATEGORY (continueq)
Financial liabilities
at fair value
BATEH B
EMasE
Designated as Financial
such upon liabilities at
initial recognition amortised cost Total
RN A 2
RS E ZeHMEE st
Financial liabilities ERaf HK$'000 HK$'000 HK$'000
FAET FAET FAT
Derivative financial liabilities TEemaRr 17,945 - 17,945
Interest-bearing bank and other HERTRAMEE
borrowings - 509,919 509,919
Amounts due to a shareholder e —RIRRFIE - 1,188 1,188
Promissory note ERRR - 1,000 1,000
Financial liabilities included in trade and 5t A B 5 K E A EF A
other payables 2EmaR - 156,656 156,656
17,945 668,763 686,708
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30. BB PHWEMITE =

CATEGORY (continued)
2019 BN
Financial
assets at
amortised cost
I sE R A 5t 2
ZEMEE
Financial assets EHMEE HK$’000
F#ET
Trade receivables B 5 WA 257,963
Contract assets ENEE 144,753
Financial assets included in prepayments, 5+ A F8{7 I8 « EfthfEUT R IE R
other receivables and other assets HthEECMEE 96,981
Cash and cash equivalents BERREEFEER 180,404
680,101
Financial liabilities
at fair value
BRTEHEN
ERAE
Designated as Financial
such upon liabilities at
initial recognition amortised cost Total
BN A E
R REETE ZEmaR st
Financial liabilities B = HK$'000 HK$'000 HK$'000
AT AT FAET
Derivative financial liabilities TEEmMasE 32,477 = 32,477
Interest-bearing bank and other HERTRAMEE
borrowings - 361,701 361,701
Amounts due to a shareholder e —2REHE = 175,652 175,652
Promissory notes ARER - 9,000 9,000
Amounts due to non-controlling FERT I B /AR JE R A SR A0 IE
shareholders of subsidiaries - 20,900 20,900
Financial liabilities included in trade and 5t A & 5 K EL At fE (T I8
other payables 2EmaR - 135,454 135,454
32,477 702,707 735,184
B CRLEERABRAR

—ECREFR
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40. FAIR VALUE AND FAIR VALUE

HIERARCHY OF FINAN

CIAL

40. %Eﬂlﬂﬁ’\]’z}qzﬁ&’z}zlzﬁl@

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
follows:

FEETHMIA CREEEARATESERES
BRSN BUEREER A FENT !

Carrying amounts Fair values
IRE(E ATE
2020 2019 2020 2019
et “E-hgE 8% “BNF

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

Financial liabilities EMaME
Interest-bearing bank and other SFERTREMBE
borrowings

509,919 361,701 501,010 366,901

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 amounts
due to a shareholder approximate to their carrying
amounts largely due to the short-term maturities of these
instruments.

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.

Starlight Culture Entertainment Group Limited
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Notes to Financial Statements

40. FAIR VALUE AND FAIR VALUE

HIERARCHY OF FINANCIAL
INSTRUMENTS (continued)

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 2020 were assessed to be insignificant.

The fair value of the derivative financial liability as of 31
December 2020 was related to variable interest rate of
certain film investment loans, which was calculated based
on the discounted cash flow model under the income-
based approach. The key assumptions included 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 rate in isolation would result in
a significant increase in the fair value of the derivative
financial liability.

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.

MR RMIEE

31 December 2020 2= F+_"_F=+—H

40. TR TANAFERAFERE

R

THEEREBRZAFERZTAERBRE
BEMRS GFRENFEMEHE) RARiH
ZERBRIER-EFAFERFRBUTHER
&

SERIRTREMEEZIFRNEE DA TE
B RREABELOURR 5 8 R R xR ER
FHONTANBETHNXRBRBERRREBESR
BB AEER _E_ZEF+_HF=+—
HHE BHRTAREMEENFTRORABRER
AT ELESFERLAEK

TETMERRE_Z_TF+_A=1+—
HNAFEAETEEZREEMVITERN X
BRI RBAZETHREBESRERES
B-FERREVEMRER RAWE KRR
K E A5 TR A KIS &R A AR 18 MR
BEYRNEESHREENATEREIE N - ERS
REPAREBROBERTESREB/HNATF
BERMEIEA -

RZAHENER A EBREEH 2 REE
ERREEBREGEBAGEERITEZR

EXAEREEBMBRAT
“ECTEFER
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40. FAIR VALUE AND FAIR VALUE 40. M TAMNAFERATEE
HIERARCHY OF FINANCIAL R =)
INSTRUMENTS (continued)
Fair value hierarchy NTEEER
The following table illustrates the fair value measurement TRIITAEBEERTAZ ATEAEER !

hierarchy of the Group’s financial instruments:

Liabilities measured at fair value: BATEFEZEE:
As at 31 December 2020 WZE-ZEH+-A=+—H

Fair value measurement using

ERUTSEMFZ ATERHE

Quoted prices Significant Significant
in active observable  unobservable
markets inputs inputs Total
R BEXUHE EBEATIEZ
miZHRE BAHE ETPN 6 st
(Level 1) (Level 2) (Level 3)
(B (EZR (B=%H)
HK$'000 HK$'000 HK$'000 HK$'000
TEx TEx TEx TEn
Derivative financial liabilities TEemaRr - - 17,945 17,945
As at 31 December 2019 N ZE—NFEF+ZA=+—H

Fair value measurement using
FRANTREMEZATEHE
Quoted prices Significant Significant

in active observable  unobservable
markets inputs inputs Total
RER EATHRE EAFTEZR
HIRRE BAHE AR 1zt
(Level 1) (Level 2) (Level 3)
(E—#R) (EZR) (E=5H)
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FHET FHET
Derivative financial liabilities TEEmasE - - 32,477 32,477
During the year, there were no transfers of fair value RER  F—HRAF R ZELAFEF2L
measurements between Level 1 and Level 2 and no BEER TETHEERTHEBEEANE
transfers into or out of Level 3 for both financial assets and HE=ZHRWER ( CE—AE &) -

financial liabilities (2019: Nil).
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41. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise
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.

MR RMIEE

31 December 2020 2= F+_"_F=+—H

1. R EEEERE®E

FEENIZUBEIACGEARRE SR
ROKRAEMEE TEEHRERUKREER
ReSEEREBE -ZFEMIANEZENT
HEEENKCEEEES FEREEERR
HthEMEERGR NERKRBEBLE
WE ZRBUWRIE KR B 57 BT RIE

REFEEETRIENTIZARA/FMXE
N REB N EERBRRAEBERER - EF
EERTRASEESERABRNER AR
R T3 o

) 2R & B

FEBNTHMNEXEFRBEIZLATERN
BRI BRITRAMMEERR -

A& B 2 BR 7 UUE E K Al R REFH ARG
BREBHANEA A AEBUEEREM
TR T AEEENRKE -

EXAEREEBMBRAT
—BCTEFR

224



Notes to Financial Statements

MR RMIEE

31 December 2020 2" F+_"F=+—H

41. FINANCIAL RISK MANAGEMENT M. MEEBREEBERBE @
OBJECTIVES AND POLICIES (continued)
Interest rate risk (continued) MERME @
The following table demonstrates the sensitivity to a TREINTHMEBEMEBRETTEZBR
reasonably possible change in interest rates, with all other T REBBRRAEE R HMNESED
variables held constant, of the Group’s loss/profits before e E) 2 BURUE -
tax:
Increase/
Increase/ (decrease) in
(decrease) in loss/profits
basis points before tax

B PRITAIESIE,
wgm, GR) mFgm, G

HK$’000
FAT
2020 —ECEF
RMB N 100 1
United States dollar ET 100 1
RMB AR (100) (1)
United States dollar E7T (100) (1)
2019 —Z2—NEF
RMB N 100 186
United States dollar E7T 100 (634)
RMB AR (100) (186)
United States dollar ETT (100) 634
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41. FINANCIAL RISK MANAGEMENT M. MERBEEBERBE @
OBJECTIVES AND POLICIES (continued)
Foreign currency risk S & ) b
The Group has transactional currency exposures. Such AEBBHXZEEER ZERBRTLES
exposures arise from sales or purchases by operating units RSB UBAZINEERE I G #ETT
in currencies other than the units’ functional currencies. BEMEL - AEBEHN100% (ZE—NF:
Approximately 100% (2019:100%) of the Group’s sales 100%) BIEHE B U BE B B ISP & 1 51
were denominated in currencies other than the functional Bo
currencies.
The following table demonstrates the sensitivity at the end TREIEMEEHMEBEHERTTEZER
of the reporting period to a reasonably possible change in T AEBEBRRAER B (AEEEER
the RMB and USD exchange rates, with all other variables BEAFELIMY HRREHRARER
held constant, of the Group’s loss/profits before tax (due ETEXR SN EEE I HEE -
to changes in the fair values of monetary assets and
liabilities).
Increase/
Increase/ (decrease) in
(decrease) in loss/profits
basis points before tax

BEh PRIRAIRSIE,
¥, GRd) EmFIEm, o GRd)

HK$’000
FHET
2020 “ECEE
If the Hong Kong dollar weakens AT ETRZE
against the USD 1 3,298
If the Hong Kong dollar strengthens A TR ETHAE
against the USD (1) (3,298)
If the Hong Kong dollar weakens HETE AREEE
against the RMB 1 (271)
If the Hong Kong dollar strengthens WA TR AREAHE
against the RMB (1) 271
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41. FINANCIAL RISK MANAGEMENT M. MEEBREEBERBE @
OBJECTIVES AND POLICIES (continued)
Increase/
Increase/ (decrease) in
(decrease) in loss/profits
basis points before tax
EHEh BRI AR
o, Geisb)  EFIgm, Gell)
HK$'000
FATT
2019 —E—hEF
If the Hong Kong dollar weakens B TR ETZE
against the USD 1 177
If the Hong Kong dollar strengthens BT ETHE
against the USD (1) (177)
If the Hong Kong dollar weakens HMATRARERE
against the RMB 1 (856)
If the Hong Kong dollar strengthens WA TR AREAHE
against the RMB (1) 856

Credit risk

The Group trades only with recognised and creditworthy
third parties. It is the Group’s policy that all customers
who wish to trade on credit terms are subject to credit
verification procedures. In addition, receivable balances are
monitored on an ongoing basis and the Group’s exposure

to bad debts is not significant.
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M. BERAEEEEEREE @

41. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Credit risk (continued)
Maximum exposure and year-end staging

The tables below show the credit quality and the maximum
exposure to credit risk based on the Group’s credit policy,
which is mainly based on past due information unless
other information is available without undue cost or effort,
and year-end staging classification as at 31 December.
The amounts presented are gross carrying amounts for
financial assets and the exposure to credit risk.

As at 31 December 2020

EEEME ®

2R A/ % 10 L] R 4F 7 T ke P R

TRETR+TZA=T—HBNEEEEKE
REEBEEERRNEAEERAR®KO £
EERBEAREN (FIFEEMETILE
AL DRI EEHNER) URERFIERN
EERDENE -PR2INEERZFTERME
ENREAAEEAEEERR

HW-E-=5+-B=+—H

12-month ECLs Lifetime ECLs
12{8 A A
FEEE FENRERGEEER
Simplified
Staget Stage 2 Stage 3 approach Total
F—PEER 5 REER B wEAE @t
HK$’000 HK$’000 HK$'000 HK$'000 HK$'000
TER F#% T#% TER TER
Contract assets” BREE - - - 121,888 121,888
Trade receivables® B2 LR - - - 138,864 138,864
Cash and cash equivalents ReERkREEEEER
- Not yet past due — e R A 142,837 - - - 142,837
Financial assets included STATEMTIE Bt
in prepayments, other P IR IE R E A
receivables and other assets BEMNESHEE
- Normal** —EE" 104,050 - - - 104,050
- Doubtful™ — AT &g - - - - -
246,887 - - 260,752 507,639
BRI CREEEFRAF

—ECREFR
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41. FINANCIAL RISK MANAGEMENT 4. HERAKREEEEREE @
OBJECTIVES AND POLICIES (continued)
Credit risk (continued) EERRE @
Maximum exposure and year-end staging RABEMORFRERE ()
(continueq)
As at 31 December 2019 N ZE—NFEF+ZA=+—H
12-month ECLs Lifetime ECLs
1218 R B
FEEE FEAEEREERE
Simplified
Stage1 Stage 2 Stage 3 approach Total
FMEE EREER EREER BIEH % wast
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTAT TAET TAT AT TAT
Contract assets” BHEE" - - - 146,217 146,217
Trade receivables® B EWER - - - 267,201 267,201
Cash and cash equivalents ReRBEEEEER
- Not et past due — R 180,404 - - - 180,404
Financial assets included ST FIE  EA
in prepayments, other FE WA IE R EL A
receivables and other assets  BEENSRMEE
- Normal** —E8" 95,140 - - - 95,140
- Doubtful** — AR - - 136,391 - 136,391
275,544 - 136,391 413,418 825,353
* For trade receivables and contract assets which the Group * MAEBEABCH AFTERERBEEES
applies simplified approach lifetime ECL, information based BHNEZREERRENEEMS > BREE
on the provision matrix is disclosed in notes 18 and 20 the MR E KL B B S 3R R MY 5F 18 20 42
financial statements, respectively. BEo
*  The credit quality of the financial assets included in * HEABEMGRB -HMEWRBREEMEE
prepayments, other receivables and other assets is HNeREEHRAPEMBEENERZSEE
considered to be “normal” when they are not past due MEEEBVIEIBEREEERRBEZIE NN
and there is no information indicating that the financial B AZEEHMEENEEERERAIE
assets had a significant increase in credit risk since initial BB ZECMEENEEEEZRRA
recognition. Otherwise, the credit quality of the financial Ma] &8 o

assets is considered to be “doubtful”.
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ANNUAL REPORT 2020



Notes to Financial Statements

41. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)

Credit risk (continued)

Further quantitative data in respect of the Group’s
exposure to credit risk arising from trade receivables are
disclosed in note 18 to the financial statements.

At the end of the reporting period, the Group had certain
concentrations of credit risk as 9% (2019: 60%) and 53%
(2019: 99%) of the Group’s trade receivable and contract
assets were due from the Group’s largest customer and
the five largest customers, respectively, within the media
and culture segment.

Liquidity risk
The Group’s policy is to regularly monitor current and
expected liquidity requirements to ensure that it maintains

sufficient reserves of cash to meet its liquidity requirements
in the short and longer term.

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

Individual operating entities within the Group are
responsible for their own cash management, including the
short-term investment of cash surpluses and the raising
of loans to cover expected cash demands, subject to
approval by the parent company’s board of Directors when
the borrowings exceed certain predetermined levels of
authority.

41.

MR RMIEE

31 December 2020 2= F+_"_F=+—H

RERREEEEREER @

EEEME ®

FRAEEREEZBERNSIENEER
RHE—D BLHBNMBRERWE 180K

Zo

RREBAR AR ESEEEREXEDIBR
BIEBRRTREHEENI% (ZE—E !
60%) K53% (ZE—HF : 99%) DRI F A&
EENBARRPRAARR HAEEERE
BT EERBERIER

BB = AR

AEBZERBERERERRBRRSE
EFER EREFTENRERHFELUNEE
HARERANABESH K

FEBZERBBEBRBZRITAEEER
E-THREF AREBRAMGFERERZ
TR OREEHNNRERRESEEEHEA
BRHAES LURBHERBABETAERE
RIBITH &GS

AEBNENECEERAEHAGNETE
B aERRERRFERARE  URIENE
RLUmERBRETER HEHEEBBET
REXRBKE I RESEARNEEGHE.

EXAEREEBMBRAT
—BCTEFR
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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:

M. BERAEEEEERBE @

REBEREME @

RFEEHORERERNT AEERREHRZ
TRHEfIBPBEROT

Group FEE
2020
—E_EE
Less than 1to5
1 year years Total
Dit—% —E5E ok
HK$000 HK$’000 HK$’000
FET FTET TET
Interest-bearing bank and HERTRAMBEE
other borrowings 184,830 339,733 524,563
Amounts due to a shareholder e — 2 RE B - 1,188 1,188
Lease liabilities HEaR 2,159 2,936 5,095
Trade and other payables BARAMEMRE 156,656 - 156,656
Derivative financial liabilities TELMaR 17,945 = 17,945
Promissory note ARRE 1,000 - 1,000
362,590 343,857 706,447
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41. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)

MR RMIEE
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RERREEEEREER @

Liquidity risk (continued) mEEERE @
Group (continued) KEE &)
2019
—NE
Less than 1t05
1 year years Total
DR—F —ZEhF 4z
HK$'000 HK$'000 HK$'000
TAT TET THET
Interest-bearing bank and HERTRAMEE
other borrowings 211,827 184,917 396,744
Amounts due to a shareholder e —2REE 175,652 = 175,652
Lease liabilities HE&R 2,799 6,930 9,779
Trade and other payables BE MEMENRE 135,454 = 135,454
Amounts due to non-controlling FES I B A B JE IR AR B B
shareholders of subsidiaries 20,900 - 20,900
Derivative financial liabilities TEemas 32,477 - 32,477
Promissory notes e 9,000 = 9,000
588,109 191,897 780,006
Capital management BAEE

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. The Group made no change to its capital structure
during the year ended 31 December 2020. 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.

AEREFAEEZEZEARAREEAERER
BRECEZE BHFRBZERLER
URHHEEBEERBERARREE

AEERBERKEBRZEHREBEE
AR EEBEERAEB L EHARE &
EZEFEF+ZA=+—BHBLEFE 'R
EENEAEBAIABEEEEBE-BEZS
—NWE+ZB=+—"HLEEE XL 8EH
180,000,000 T E _ R ESFE S
HERAANFZERKBETETERE
472,000,000k - BE_E—NE+_H
=+ —HLEFE AR EEER2.58BTET
78,000,0008% fZ 15 > 48 X f& % 195,000,000
=5

B CIREEEERAR
TS EER
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41. FINANCIAL RISK MANAGEMENT M. MEEBREEBERBE @
OBJECTIVES AND POLICIES (continued)
Capital management (continued) BEAXRERE @
The Group monitors capital using a gearing ratio, which is AEBRBEARGELE BIERFERUL
net debt divided by the adjusted capital plus net debt. Net BEEANEEFE) EREL - BEEIFES
debt includes interest-bearing bank and other borrowings, EEERITAEMEE - KR ER NS
promissory notes, amounts due to non-controlling NEIFEERKBRRIE Y B 5 AR IE kA A
shareholders of subsidiaries, trade payables and other ENRERESER BN —2RERER
payables and accruals, an amount due to a shareholder BEABETEEBEE BEACEILIES
less cash and cash equivalents. Capital includes equity ANELRED RERSPFRNELEBBLE
attributable to owners of the parent. The gearing ratios as (Il

at the end of the reporting periods were as follows:

2020 2019
b Gt 3.3 —EB-NEF
HK$°000 HK$’000
FAT FATT
Interest-bearing bank and other FEBTREMEES
borrowings 509,919 361,701
Amount due to a shareholder BT —% B FIE 1,188 175,652
Promissory notes AR ERE 1,000 9,000
Amounts due to non-controlling N EPAGI R = O
shareholders of subsidiaries - 20,900
Trade payables B 5 ENIE - 3,162
Other payables and accruals Hih e RIE R EEHE B 156,656 132,292
Less: Cash and cash equivalents B RERIREEEIER (142,837) (180,404)
Net debt B3 E 525,926 522,303
Equity attributable to owners of BABB AEHER
the parent 202,548 356,296
Capital and net debt BARNMEBEHEFE 728,474 878,599
Gearing ratio BEARBBIEE 72% 59%
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42. STATEMENT OF FINANCIAL

POSITION OF THE COMPANY

Information about the statement of financial position of the

42. AT RBHKNRR

RBREMAR BRI RBDZHMBRRERZE

Company at the end of the reporting period is as follows: B
2020 2019
—T-EF —E—hEF
HK$’000 HK$’'000
FHEx FET
NON-CURRENT ASSETS ERENEE
Property, plant and equipment LY EN YR 34 80
Investments in subsidiaries RRBRAEZKRE 58,736 58,736
Total non-current assets ERFEERE 58,770 58,816
CURRENT ASSETS REEE
Other receivables HihpE kI8 381 624
Film prepayments BEFEMHIE 51,285 50,649
Amounts due from subsidiaries FE UL 8 A B I8 87,118 93,245
Cash and bank balances RE KMIRTTAS BR 960 16,510
Total current assets BB EARRE 139,744 161,028
CURRENT LIABILITIES mMEAaE
Other payables HupE I8 5,912 3,093
Contract liabilities EBHEE 26,929 25,185
Promissory notes AR IR 1,000 9,000
Other borrowings HiEs - 11,400
Total current liabilities BB EAREE 33,841 48,678
NET CURRENT ASSETS M E EFE 105,903 112,350
TOTAL ASSETS LESS CURRENT WEERTHAR
LIABILITIES 164,673 171,166

EXNCRSEBARAE

—ECREFR

234



Notes to Financial Statements

MR RMIEE

31 December 2020 —_E_ZTHF+_H=+—H

42. STATEMENT OF FINANCIAL 42. AT MBRRER @
POSITION OF THE COMPANY
(continueq)
2020 2019
—EC_EF —E—hE
HK$’000 HK$’000
FA&T FAIT
NON-CURRENT LIABILITIES ERBER
Interest-bearing bank and other FFEIRITRAEMEES
borrowings 11,400 =
Total non-current liabilities RSB (ELRRE 11,400 =
Net assets BEFE 153,273 171,166
Equity Em
Share capital &N 82,356 82,356
Reserves (note 42) EHE (IsE42) 70,917 88,810
Total equity T ARER 153,273 171,166
Tang Liang Chau Chit
Ex BE
Chairman Director
*E EE
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Note:
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A summary of the Company’s reserves for the year ended 31

Mok -

42. ZRABMBIRRAR =

BHE_Z_ZHF+_A=+—HLEFE ARIAN

December 2020 is as follows: FEESMIT
Capital
Share redemption Accumulated
premium reserve losses Total
g A BE ]
BRRE HE REtEs18 et
HK$'000 HK$'000 HK$’000 HK$'000
FHET FAET FHET FHET
Balance at 1 January 2020 RIE_EF
—B— R 556,778 1,564 (469,532) 88,810
Loss and total comprehensive &R B &
loss for the year PHEEIBIEEE - - (17,893) (17,893)
Total comprehensive income  FRE E N FELE
for the year - - (17,893) (17,893)
At 31 December 2020 RIZZZE
+ZBA=+—H 556,778 1,564 (487,425) 70,917
ERAXCBREERMBRAT

—ECREFR
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42. STATEMENT OF FINANCIAL
POSITION OF THE COMPANY

(continueq)

Note: (continued)

A summary of the Company’s reserves for the year ended 31

42. ZRBMBIRRAR =

s (B)

BE_Z—AE+_B=+—HLEFE  AR2TAN

December 2019 is as follows: FEFEBLEARAT ©
Capital
Share redemption Accumulated
premium reserve losses Total
g A BE ]
BRRE HE REtEs18 et
HK$'000 HK$'000 HK$’000 HK$'000
FHET FAET FHET FHET
Balance at 1 January 2019 RIZE—h&E
—B—B&k 196,230 1,564 (437,733) (239,939)
Loss and total comprehensive &R B &
loss for the year P HEEERE - (31,799 (31,799)
Total comprehensive income  FREE N F4EZE
for the year - (31,799) (31,799)
Shares issued upon conversion 7 ] & (5 5 &k B
of convertible bonds BITRRAD 173,348 - - 173,348
Shares issued upon share PP R BB 1T IR D
subscription 187,200 - - 187,200
At 31 December 2019 RIZ2—h%F
+=A=+-8 556,778 1,564 (469,532) 88,810
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44.

Notes to Financial Statements

EVENT AFTER THE REPORTING
PERIOD

Further to a resolution of the board of Directors on 20
February 2020 to terminate the Gaming Operation, the
Directors are of the view that the dissolution and disposals
of the underlying assets and liabilities are completed in
February 2021.

Other than disclosed above, there is no major event
after the reporting period that should be notified to the
shareholders of the Company.

APPROVAL OF THE CONSOLIDATED
FINANCIAL STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the board of Directors on 23 April
2021.

43.

44.

MR RMIEE

31 December 2020 2= F+_"_F=+—H

HEHEREMN

MEFZEN _T_TF_RB_THRLEE
EBZRBRRR EEXARA AR KRERN
EERBBENHER _E_—F_B%M-

PREXFIIREEE SN REMRIEEANG A
AERRZEMERER-

HIESSHBHERR

FGREYBRRNDEETEN T —FM@
AZ+=B#ERZETIH#-

EXNCRSEBARAE
—ECREFR
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Financial Summary

TR

RESULTS

ES |

For the year ended 31 December

BE+_RA=+—HLEE

2016 2017 2018 2019 2020
ZB—RE IZ—tE ZZ-N\F Z—hfF ZZTIEE
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
THT  TEm TR T#R  TER
Revenue (including continuing and W& (BB KK
discontinued operations) IHRE R FR) 195,562 39,958 73,485 327,065 47,761
Profit (loss) before taxation BRI AT (F518) (50,563) (297,979) (55,518) 148,097 (150,471)
Income tax (expense) credit RS (%) K% (331) = = (50,6083) (11,785)
Profit (loss) for the year FERN (B8 (50,894) (297,979) (55,518) 97,494 (162,408)
attributable to owners of NABHER AEML
the Company (39,766)  (294,439) (49,606) 98,181 (162,275)
attributable to non-controlling FEFERR A
interests (11,128) (3,540) (5,912) (687) (133)
ASSETS AND LIABILITIES BERAE
As at 31 December
®+=-A=+-H
2016 2017 2018 2019 2020
“EB—REFE IZ2—tHF ZZ-N\F Z-hfF ZZTIEH
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
& FET T FET FET
Total assets mEE 381,652 342,432 446,453 1,174,583 1,018,457
Total liabilities == (317,147 (452,877) (609,805) (865,031) (841,882)
64,505 (110,445)  (163,352) 309,552 176,575
Equity o
attributable to owners of KABHEE AFEL
the Company 108,370 (68,990)  (117,290) 356,296 202,548
attributable to non-controlling JESE R R A AL
interests (43,865) (41,455) (46,062) (46,744) (25,973)
Total “ast 64,505 (110,445) (163,352) 309,552 176,575
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