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To our Shareholders

In view of the downturn of Hong Kong film industry, we
actively expanded our businesses in 2006 and 2007 to
build a solid foundation to take the Group forward to
strides. With the acquisition of the investment properties
in Beijing in 2006 and several capital raising activities
in 2007, our net asset value has exceeded HK$1 billion
during the year.

Our investment properties in Beijing are now named
“Shama Luxe Chang An”. Due to the linkage of its water
system, we have experienced a delay in the completion of
renovation of Shama Luxe Chang An. It is expected that
Shama Luxe Chang An will commence business in early
June 2008. Sales and marketing activities for Shama Luxe
Chang An have been launched and we have received
overwhelming responses.

As Macau has successfully established itself as a world-
class gaming and leisure destination in Asia in recent
years, Macau is one of the fastest growing economy in
Asia. With a view to further diversify our revenue sources
and capture the continuing growth of Macau’s economy,
we are in the process of acquiring a 50% interest in
Kingsway Hotel Limited from China Star Entertainment
Limited, our substantial shareholder. Kingsway Hotel
is currently under renovation to becoming a luxurious
boutique hotel and the renovation is expected to be
completed in September 2008. Completion of the
acquisition of the 50% interest in Kingsway Hotel Limited
is expected to take place in the second quarter of 2008.

Macau is the only city in China where gaming is allowed.
Recently, Macau has been ahead of Las Vegas in the
United States of America and has become the largest
gaming city in the world. In view of the strong growth in
Macau’s gaming sector, we entered into a transaction,
in March 2008, for the proposed acquisition of a 100%
interest in a company, which is a management services
provider to the Concierge Department of a gaming
promoter in Macau. The monthly service fee earned by
the company is calculated at 0.03% of the monthly rolling
turnover generated by the gaming promoter. A special
general meeting of the Company will be convened and
held for our shareholders to consider and approve the
proposed acquisition.
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Chairman’s Statement

ERE®E

In 2006 and 2007, we took initiatives to diversify our
revenue sources and improve our profitability. We are
confident that Shama Luxe Chang An and Kingsway Hotel
will provide the Group with stable resources of income
which have a positive impact on the Group’s profitability.

Finally, | would like to thank our board of directors,
shareholders and other stakeholders for their continued
support and our employees for contributing their energy
and skills this past year.

Heung Wah Keung
Chairman

Hong Kong, 25 April 2008
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The Group recorded a turnover of HK$38,739,000 for
the year ended 31 December 2007, a 122% increase
from HK$17,476,000 for the previous year. Of the total
turnover amount, HK$35,822,000 or 92% was generated
from sales of financial assets and HK$2,917,000 or
8% was generated from property investment. The
profit for the year ended 31 December 2007 was
HK$25,694,000, whereas the Group recorded a loss of
HK$21,294,000 in the year ended 31 December 2006.
The turnaround was attributable to the recognition of a
gain of HK$106,956,000 arising from the secured bank
loan interest waived by China Merchants Bank and the
increase in fair value of the Group’s investment properties
of HK$43,853,000, which were partially offset by the
impairment loss recognised in respect of goodwill of
HK$37,828,000, the provision for deferred taxation of
HK$13,156,000 arising from the revaluation of investment
properties and the increases in administrative expenses
and finance costs.

Cost of sales for the year ended 31 December 2007
amounted to HK$28,958,000, of which HK$28,100,000
was related to sales of financial assets and HK$858,000
was related to property investment.

Gross profit for sales of financial assets amounted to
HK$7,722,000 in the year ended 31 December 2007.
Taking into account the dividend income of HK$78,000,
the performance of the Group’s sales of financial assets
was a profit of HK$7,800,000. As volatility in equity market
remained high, the Group sold all of its financial assets in
the second half of 2007.

Gross profit for property investment amounted to
HK$2,059,000 in the year ended 31 December 2007. As
the Group’s investment properties were under renovation
during the year ended 31 December 2007, the contribution
represented the rental income generated from the leasing
of the ground floor of the Group’s investment properties
to a restaurant operator.
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Other income increased from HK$5,560,000 in the year
ended 31 December 2006 to HK$106,956,000 in the year
ended 31 December 2007. The substantial increase was
attributed to the recognition of a gain of HK$106,956,000
arising from the secured bank loan interest waived by
China Merchants Bank.

At the end of financial year, the directors reassessed
the recoverable amount of Shinhan-Golden Faith
International Development Limited (“Shinhan-Golden”)
(the immediate holding company of Beijing Jianguo
Real Estate Development Co. Ltd.), with reference to
the valuation performed by an independent valuer, and
determined that an impairment loss in respect of goodwill
of HK$37,828,000 was recognised in the year ended 31
December 2007.

Administrative expenses (net of depreciation, impairment
losses and loss on disposal of property, plant and
equipment) amounted to HK$66,453,000 for the year
ended 31 December 2007, a 189% increase from
HK$23,008,000 as compared to the correspondence
figure for the previous year. The increase was mainly
attributed to the full year effect of the engagements
of external consultants for the renovation works of the
Group’s investment properties, the payment of pre-
operating services fee to Shama, the management
company of the Group’s investment properties, and the
share-based payment expenses of HK$32,282,000 in
relation to share options granted, of which HK$25,912,000
was related to the Group’s employees and HK$6,370,000
was related to the consultants.

Finance costs increased from HK$9,615,000 in the year
ended 31 December 2006 to HK$19,494,000 in the year
ended 31 December 2007. The substantial increase was
attributable to the full year effect of the interest expenses
of Beijing Jianguo Real Estate Development Co. Ltd.
(“Beijing Jianguo”) as the acquisition of a 96.7% interest
in the registered capital of Beijing Jianguo was completed
in June 2006.
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At 31 December 2007, the headcount of the Group was
70. Total staff costs (including directors’ remuneration)
amounted to HK$34,375,000 in the year ended 31
December 2007, a 366% increase from HK$7,375,000 as
compared to the correspondence figure for the pervious
year. The increase was attributable to the inclusion of
share-based payment expenses of HK$25,912,000 and
the increase in Beijing Jianguo’s headcount. Employees
are remunerated according to their performance and
work experience. In addition to basic salaries, retirement
benefits scheme and discretionary bonus, staff benefits
include medical scheme and share options. An analysis of
headcount and total staff costs of the Group for the years
ended 31 December 2007 and 2006 is as follows:

A\_ETLF+_A=+—H A£EEZ
BEABATOR -BE_ZTZTLF+=
A=+ HIEFEZRETIKANBEE
=€) A34,375,000 8 T © REF Z
JE 8 5 7,375,000 7% JT 1 N 366% ° 1
TR AR A X 2% 25,912,000
BRI EREES ABUEMAE - BB
DIRERBERTIEEBESHE - REXR
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BRI IEE #%@IJ&%M%E NEBEE
E Tgﬁéﬁfﬁ& 7 /\ﬂz‘f' ﬂ "f—*
HEFEZREREASKRBEETIKADTN
T :

Year ended 31 December

BZ+=-A=1+—H
IHFE
2007 2006
—E2HF “EENRF
Total staff costs in HK$ EIW$ (LA/%TEqu)
— Salaries and contribution to — Fre REAEFIET B
retirement benefits scheme
— Hong Kong and Macau — BB KR 6,901,000 6,775,000
— the PRC — FE 1,562,000 600,000
— Share-based payment — UM 2AX
expenses
— Hong Kong and Macau — BB KR 24,494,000 —
— the PRC — 1,418,000 —
34,375,000 7,375,000
Headcount EEAZK
— Hong Kong and Macau — BBRRM 19 20
70 59

During the year ended 31 December 2007, the Group
funded its operations through a combination of equity
attributable to equity holders of the Company, the
secured RMB term loan facility, the unsecured and
interest-free loan from a director, issuance of new shares
and the amounts due to China Star Entertainment Limited
and its subsidiary. Equity attributable to equity holders
of the Company at 31 December 2007 amounted to
HK$1,046,080,000 (2006: HK$399,636,000).
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At 31 December 2007, the cash and cash equivalents
of the Group amounted to HK$531,396,000 (2006:
HK$63,140,000), of which HK$16,832,000 is pledged to
a bank for securing the secured RMB term loan facility.
The Group’s current ratio was 5.19 (2006: 1.49) at 31
December 2007. The improvements on the Group’s cash
position and current ratio were attributable to the issue
of new shares in the year ended 31 December 2007 as
detailed below.

On 4 April 2007, the board of directors proposed that
every ten (10) issued and unissued existing ordinary
shares of HK$0.01 each in the share capital of the
Company be consolidated into one (1) issued and
unissued ordinary share of HK$0.10 each in the share
capital of the Company. The share consolidation became
effective on 21 May 2007.

During the year ended 31 December 2007, the Company
issued:

(@) 1,296,860,000 new shares of HK$0.01 each at
a price of HK$0.04 per share by way of top-up
placing in March 2007 raising HK$50,500,000
(net of expenses) for financing possible diversified
investments of the Group and general working capital
of the Group;

(b) 324,000,000 new shares of HK$0.01 each at an
exercise price of HK$0.047 per share in May 2007
pursuant to the exercise of share options granted to
the Group’s employees and consultants;

(c) 155,620,000 new shares of HK$0.10 each at a price
of HK$0.55 per share by way of placement in May
2007 raising HK$83,300,000 (net of expenses) for
financing possible diversified investments of the
Group and general working capital of the Group;

(d) 162,100,000 new shares of HK$0.10 each at a
price of HK $0.50 per share in July 2007 by way of
placement raising HK$78,900,000 (net of expenses)
for the expansion of the Group’s property investment
business;
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(e) 173,000,000 new shares of HK$0.10 each at a price
of HK$0.83 per share in August 2007 by way of top-
up placing raising HK$139,800,000 (net of expenses)
for the expansion of the Group’s property investment
business, including the property set out in the
Company’s announcement dated 23 July 2007; and

(f) 650,619,987 new shares of HK$0.10 each at a
subscription price of HK$0.30 per share by way
of open offer on the basis of one offer share for
every two existing shares in December 2007 raising
HK$189,000,000 (net of expenses) for the proposed
acquisition of a 100% interest in Modern Vision (Asia)
Limited as announced by the Company on 23 July
2007 and general working capital of the Group.

At 31 December 2007, the total borrowings of the Group
amounted to HK$329,719,000 (2006: HK$358,033,000),
comprising the secured RMB term loan facility of
HK329,018,000 which is secured by certain of the
Group’s investment properties and bank deposits of
HK$16,832,000, interest bearing at 95% of the interest
rate prescribed by the People’s Bank of China for loan
period of five years and repayable within four years;
and the amounts due by the Group to China Star
Entertainment Limited and its subsidiary of HK$701,000
which are unsecured, interest-free and have no fixed terms
of repayment. The Group expresses its gearing ratio as a
percentage of total borrowings over equity attributable to
equity holders of the Company. At 31 December 2007, the
Group’s gearing ratio was 31.5% (2006: 89.6%).

The Company has given a guarantee to the bank to
secure the secured RMB term loan facility granted to
Beijing Jianguo. The outstanding balance of the secured
RMB term loan facility at 31 December 2007 was
HK$329,018,000 (2006: HK$250,470,000).

On 5 November 2007, the Company obtained an
unsecured and interest-free loan of HK$45,000,000 from
Ms. Chen Ming Yin, Tiffany, an executive director, to
finance its working capital. The loan was repaid by the
Company on 27 November 2007.
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The Group’s investment properties increased
from HK$678,000,000 at 31 December 2006 to
HK$887,450,000 at 31 December 2007. The increase was
mainly attributable to the additions of renovation works for
the investment properties of HK$101,347,000, the increase
in fair value of investment properties of HK$43,853,000
and the exchange alignments of HK$48,637,000 arising
from the appreciation of Renminbi. At 31 December
2007, certain of the Group’s investment properties with
a fair value of HK$852,081,000 was pledged to the bank
to secure the secured RMB term loan facility granted to
Beijing Jianguo.

During the year, the Group invested HK$585 in a
joint venture company, namely Best Season Holdings
Corp. (“Best Season”) for the purpose of extending its
operations in Macau. Best Season is owned as to 75%
by the Group and 25% by Steve Leung Hotel Design and
Management Limited (“SLHDML”). Best Season has been
established to invest in, manage and conduct branding
for real estate and/or related properties in Macau. In
addition, the Group agreed to grant a revolving facility of
up to HK$200,000,000 to Best Season for the purpose
of its business and working capital requirements. As Best
Season has not secured any business, no drawdown on
the revolving facility has been made.

At 31 December 2007, the Group had the following
material commitments contracted but not provided for in
the audited consolidated financial statements:

(a) capital expenditures of HK$28,750,000 in respect
of the renovation works of the Group’s investment
properties;

(b) a commitment of HK$447,000,000 in respect of
the proposed acquisition of a 100% interest in
Exceptional Gain Profits Limited and a sale loan
from China Star Entertainment Limited, a substantial
shareholder;

(c) a commitment of HK$4,538,000 (equivalent to
RMB4,234,000) in respect of the acquisition of a
3.3% interest in the registered capital of Beijing
Jianguo from Beijing Urban Development Group
Co. Ltd. (b mAEEEFREE LR (“Beijing
Urban”);

AEBZEEMERR_ZEZTF+A
=+—H 2 678,000,000 ;T = A —
T +F+=-H=+—H 887,450,000
B WINEERRREMERH LR
#HN101,347,0008 7L - WEMERFE
#N43,853,000 8 T ME A REHEME
A 7 B 5 A8 48,637,000 B TLATE - R —
TE+F+_A=1+—8 x&EEAFE
/852,081,000 T2 & TIREYHEE R
BY—RHRT MERETIEREBE A
HIRARKEHERE -

FR AEEKRESSELR—HEE
1& % X FBest Season Holdings Corp.
([Best Season)]) ' AIERZEB = BF -
Best Season A ANSE B B2 ERAERE
EEARAR(SLHDML]) % BI#EE 75%
¥ 25% ° Best Season B K A AR 2
EHENR/ BEMEETIRE  BTEK
BImBER - I - AEERZE (A Best
Season % H & 3% & 5} ¥ 200,000,000 5
T NENHEBRREEESHATE - AR
Best Season i RIS EREFR - I &
REBIREEE -

AZETZ+EFE+_A=+—0 A&EEH
BT 4B R R EBIZER A B RS R& 1B o #E
B2 EBAEENT .

(@) AKEREMIBH LIEZEAMAX
28,750,000 8 7T :

by FEEZERNETERETBHELEERR
PR X AU & Exceptional Gain Profits
Limited 2 100% # &= [ 5 & B 32 &
¥& 447,000,000 8T

) BERILLERBETHBEEBEERETA
A (MEmmm ) W iE it R B &
7N3.3% 1 %% 2 7 ¥ 4,538,000 % T
(FBER AREE 4,234,0007T)

RICHE MULTI-MEDIA HOLDINGS LIMITED Annual Report 2007



(d) a commitment in respect of acquiring the registered
capital of BRI LEBEREBRE AR from its owners
at a price to be determined by the valuers in
Mainland China when the laws in Mainland China
allow foreign investors to own more than 51% interest
in the registered capital of E/&FFXLERAR AT,
and

(e) a revolving facility of up to HK$200,000,000 granted
to Best Season.

As the majority of the Group’s transactions, assets and
liabilities are denominated in Hong Kong dollars and
Renminbi, the exchange risk of the Group is considered
to be minimal. Accordingly, no financial instruments for
hedging purposes have been used by the Group.

At 31 December 2007, the Group had no material
contingent liabilities (2006: HK$3,697,000).

In view of the persisted weak demand for Hong Kong-
made movies and rampant piracy, Hong Kong film
production companies have adopted a cautious approach
in investing films. As the number of films produced by
Hong Kong film production companies decreased in
2007, the Group was not able to source quality films at
reasonable prices for distribution. Accordingly, no revenue
was generated from the Group’s film distribution business
in the year ended 31 December 2007. However, the Group
is actively seeking potential buyers for its film library to
realise its value.

The Group’s investment properties are currently under
renovation and being transformed from an apartment
complex into a high-end serviced apartment. Due to
linkage of the water system of the Group’s investment
properties, the completion of the renovation works has
to extend for replacing the water system. The Group
has appointed Shama, one of the leading providers of
boutique-serviced apartments, to manage the Group’s
investment properties. To reflect its high-quality serviced
accommodation and location in the heart of Beijing City,
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the Group’s investment properties are now named as
“Shama Luxe Chang An”. Upon the completion of the
renovation works, Shama Luxe Chang An presents 204
sophisticated residences with one to three bedroom
layouts and duplex suites, a vast clubhouse with sports,
recreation and children’s facilities and a large private
garden. It is expected that the operations of Shama Luxe
Chang An will be commenced in early June 2008.

Currently, a 3.3% interest in the registered capital of
Beijing Jianguo is held by Beijing Urban. The Group is in
the process of acquiring the 3.3% interest from Beijing
Urban at a cost of HK$90,000 (equivalent to RMB84,000),
after deducting an amount of HK$4,448,000 (equivalent to
RMB4,150,000) paid to Beijing Urban by Shinhan-Golden
in 1997. Despite the fact that Beijing Urban has entered
into an agreement for foregoing its entitlement to all of the
future profits of Beijing Jianguo, the directors believe that
the acquisition of the remaining 3.3% interest provides
the Group with a better protection on its interest in Beijing
Jianguo and a greater flexibility in managing Shama
Luxe Chang An. It is expected that the acquisition will be
completed in the second quarter of 2008.

With a view to diversify its revenue sources and capture
the continuing growth of Macau’s economy, the Group
entered into the following transactions in order to extend
its operations in Macau:

(@) In May 2007, the Group entered into a joint venture
agreement with SLHDML for the purpose of
setting up of Best Season. Best Season has been
established to invest in, manage and conduct
branding for real estate and/or related properties in
Macau including but not limited to hotel(s), serviced
apartment(s), restaurant(s), retail(s), catering(s),
resort(s), club(s), residential(s) and any other service
position. No contribution has been made from
Best Season as Best Season has not secured any
business during the year.
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(b) In July 2007, the Group entered into a conditional
sale and purchase agreement in relation to the
proposed acquisition of a 100% interest in Modern
Vision (Asia) Limited from Ms. Chen Ming Yin,
Tiffany, an executive director, at a consideration of
HK$684,000,000 (subject to adjustment). The major
asset of Modern Vision (Asia) Limited is its indirect
50% interest in a lot of land with the area of 4,669
square meters located in the Nam Van Lakes Zone,
Macau. However, the proposed acquisition was not
approved by the independent shareholders on 21
November 2007.

(¢) In August 2007, the Group entered into a conditional
sale and purchase agreement in relation to
the proposed acquisition of a 100% interest in
Exceptional Gain Profits Limited and a sale loan from
China Star Entertainment Limited at a consideration
of HK$447,000,000 satisfied by the issue of a
convertible note by the Company. The major asset of
Exceptional Gain Profits Limited is its 50% interest in
Kingsway Hotel Limited. Kingsway Hotel is currently
under renovation to becoming a luxurious boutique
hotel and the renovation is expected to be completed
in September 2008. The proposed acquisition was
approved by the independent shareholders on 31
December 2007. Due to additional time is required for
the bank to release and change of security provided
in relation to Kingsway Hotel, the completion of the
proposed acquisition is expected to take place in the
second quarter of 2008.

As Mainland China’s economy continues to expand,
foreign investment will continue to flow into Beijing and
more multi-national corporations will establish regional
offices in Beijing, resulting in an increasing need for
expatriate accommodation. With the opening of Shama
Luxe Chang An in early June 2008, the Group is now
better positioned to take advantage of this growth. The
directors believe that Shama Luxe Chang An will provide
the Group with a long-term recurrent income, which have
a positive impact on the Group’s profitability.
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Macau has been successfully established itself as a
world-class gaming and leisure destination in Asia in
recent years. According to the Macau Government
Tourism Office, the number of new visitors was up 23% to
27,000,000 in 2007. Most visitors, many of them coming
under individual traveler agreements with 44 Mainland
cities, need more hotels and related services. Currently,
hotels in Macau are mainly five-star and three-star and
there are no stylish, comfort and luxury boutique hotels
in the market. As the directors believe that there is a
demand for stylish, comfort and luxury boutique hotels in
Macau from the growing “middle-class” Mainland visitors,
the Group is in the process of acquiring Kingsway Hotel
Limited. The directors also believe that Kingsway Hotel
will capture a plenty of guests after its renovation in
September 2008. In addition, the directors believe that
the value of Kingsway Hotel will be better reflected in the
Group as the acquisition of Kingsway Hotel Limited will
enable the Group to build up its own branding in hotel
and hospitability sector.

On 28 February 2008, the Group entered into a
conditional sale and purchase agreement with Well
Will Investment Limited and Mr. Ng Cheuk Fai relating
to the proposed acquisition of a 100% of the issued
share capital of Rich Daily Group Limited from Well
Will Investment Limited at an initial consideration of
HK$504,000,000 (subject to adjustment). Rich Daily
Group Limited is a management services provider
to the Concierge Department of a gaming promoter.
The monthly service fee earned by Rich Daily Group
Limited is calculated at 0.083% of the monthly rolling
turnover generated by the gaming promoter. The initial
consideration will be settled by the Group paying
HK$360,000,000 in cash and issuing of convertible bonds
in an aggregate principal amount of HK$144,000,000.
The proposed acquisition constitutes a very substantial
acquisition for the Company under the Listing Rules.
Accordingly, the proposed acquisition is subject to
shareholders’ approval at a special general meeting.
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On 19 March 2008, the board of directors proposed the
following changes to the capital of the Company (the
“Proposed Capital Reorganisation”):

(a) share consolidation: that every ten (10) issued and
unissued existing ordinary shares of HK$0.10 each
in the share capital of the Company be consolidated
into one (1) ordinary share of HK$1.00 each (the
“Consolidated Share”) in the share capital of the
Company;

(b) capital reduction: that the issued Consolidated
Shares be reduced by cancelling from the paid-
up capital thereof to the extent of HK$0.99 of each
issued Consolidated Share and reducing the nominal
value of all the Consolidated Shares comprising
the authorised share capital of the Company from
HK$1.00 each to HK$0.01 each; and

(c) share premium cancellation: that the entire amount
of HK$813,058,000 standing to the credit of the
share premium account of the Company at 31
December 2007 be cancelled and such credit
amount arising from the share premium cancellation
be applied to the contributed surplus account of
the Company where it will be utilised by the board
of directors in accordance with bye-laws of the
Company and all applicable laws, including to
eliminate the accumulated losses of the Company of
HK$518,374,000 at 31 December 2006 entirely.

The board of directors also proposed to change the board
lot size for trading in the Company’s shares from 10,000
shares of HK$0.10 each to 5,000 shares of HK$0.01 each
upon the Proposed Capital Reorganisation becoming
effective.

The Proposed Capital Reorganisation will reduce the
overall transaction and handling costs for dealing in the
Company’s shares and allow the Company to declare
dividends to its shareholders at an earlier opportunity
than generating profits to offset its accumulated losses.
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On 19 March 2008, the board of directors also proposed
to change the Company’s name from “Riche Multi-
Media Holdings Limited” to “China Star Investment
Holdings Limited” and upon the name change become
effective, the new Chinese name “HEEKREGR AT
will be adopted to replace “EXZEEEBEHFRAR]" for
identification purposes only. The directors believe that
the change of the Company’s name would reflect China
Star Entertainment Limited is the largest shareholder of
the Company and would provide a better reflection of
the existing business of the Group as the name “Riche
Multi-Media Holdings Limited” has over the years been
synonymous with film distribution and multi-media
business.

A special general meeting will be held on 30 April 2008
for shareholders to consider and approve the Proposed
Capital Reorganisation and the proposed change of the
Company’s name.

RZZEZENF=ZA+THIA EFENTE
# 18 AN A 7] & 78 #IRiche Multi-Media
Holdings Limited] ¥ 2% #&[China Star
Investment Holdings Limited | » IR & 2k
HRBERE  BERMAFPXEBIFEE
REBRAAJWRRIEXRZEREEEE
IRARIAE A - AR Riche Multi-
Media Holdings Limited | F R EREF
BIIRZHEBEYR  EF2HE - XA
AREEBERRTPRESEBRAT A
ABRE - THEERYIRBAEE 2 IREHE
7 o

AARBR _ZEENFHA=THEHETR
RERRE  WEBRRERB LB AR
N NE RS T I AN ESE L

RICHE MULTI-MEDIA HOLDINGS LIMITED Annual Report 2007



The board of directors of the Company (the “Board”) is
committed to maintaining high standards of corporate
governance, in line with the principles of the code
provisions of the Code on Corporate Governance
Practices (the “Code”) as set out in Appendix 14 of the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”).

In the opinion of the Board, the Company had complied
with the Code throughout the year ended 31 December
2007, except that the non-executive directors of the
Company are not appointed for a specific term but are
subject to retirement by rotation and re-election pursuant
to the Company’s bye-laws.

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

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model
Code”) as set out in Appendix 10 of the Listing Rules for
securities transactions by the directors of the Company.
All the members of the Board have confirmed that they
have complied with the required standard as set out in
the Model Code throughout the year ended 31 December
2007.

The Board is responsible for presenting a balanced, clear
and comprehensible assessment of the Company’s annual
and interim reports, price-sensitive announcements and
other financial disclosure required under the Listing Rules.
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The directors acknowledge that it is their responsibilities
for preparation of the financial statements of the
Group and ensure that the financial statements are in
accordance with statutory requirements and applicable
accounting standards. The directors also ensure that the
timely publication of the financial statements of the Group.

The directors confirm that, to the best of their knowledge,
information and belief, having made all enquires, they are
not aware of any material uncertainties relating to events
or conditions that may cast significant doubt upon the
Company’s ability to continue as a going concern.

The statement of the external auditors of the Company,
HLB Hodgson Impey Cheng, about their reporting
responsibilities on the financial statements of the
Company is set out in the Independent Auditors’ Report
on pages 41 to 43 of this annual report.

The Board is responsible for the leadership and control
of the Company and oversees the Group’s businesses,
strategic direction and financial performance. The
management is delegated the authority and responsibility
by the Board for the management of the Group under
the leadership of the Vice Chairman. In addition, the
Board has also delegated various responsibilities to
the four committees, namely the Audit Committee, the
Remuneration Committee, the Nomination Committee and
the Finance Committee, to assist the Board in discharging
its duties and to oversee particular aspects of the Group’s
activities.

The day-to-day management of the Group is delegated to
the Vice Chairman and the management. This delegation
of authority includes responsibility for developing and
formulating business plans and budgets of the Group for
the Board’s approval, operating the Group’s businesses
within the parameters set by the Board, keeping the
Board informed of material developments of the Group’s
businesses, identifying and managing operation and
other risk and implementing the policies and processes
approved by the Board.
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The composition of the Board reflects the necessary
balance skills and experience desirable for effective
leadership of the Company and independence in decision
making.

The Board currently comprises two executive directors,
namely Mr. Heung Wah Keung and Ms. Chen Ming Yin,
Tiffany; and three independent non-executive directors,
namely Mr. Tang Chak Lam, Gilbert, Mr. Ho Wai Chi, Paul
and Mr. Lien Wai Hung. The biographies of the directors
are set out under the section headed “Profiles of Directors
and Senior Management” on pages 39 to 40 of this
annual report.

There is no relationship between members of the Board
except that Mr. Heung Wah Keung, the Chairman, is
the husband of Ms. Chen Ming Yin, Tiffany, the Vice
Chairman.

During the year ended 31 December 2007, the Board at
all times met the requirements of the Listing Rules relating
to the appointment of at least three independent non-
executive directors with at least one independent non-
executive director possessing appropriate professional
qualifications, or accounting or related financial
management expertise.

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

During the year ended 31 December 2007, four full regular
board meetings were held and the attendance of each
director is set out below:

Name of director BEENE

Mr. Heung Wah Keung IR E
Ms. Chen Ming Yin, Tiffany PRAAZR 20+
Mr. Tang Chak Lam, Gilbert BEMTA
Mr. Ho Wai Chi, Paul AR ELEE
Mr. Lien Wai Hung BIRIESAE
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The Chairman of the Board is responsible for the
leadership and effective running of the Board, while the
Vice Chairman, taking the role of chief executive officer,
is responsible for recommending policy and strategic
directions for Board approval, implementing the strategies
and policies adopted by the Board, and conducting the
day-to-day management of the Group.

For ensuring the the balance of power and authority, the
division of responsibilities between the Chairman of the
Board and the Vice Chairman are clearly defined and have
been set out in writing which was approved by the Board
on 31 August 2005.

Code provision A.4.1 of the Code requires that non-
executive directors should be appointed for a specific
term, subject to re-election. The term of office for non-
executive directors is subject to retirement from office
by rotation and is eligible for re-election in accordance
with the provisions of the Company’s bye-laws. At each
annual general meeting, one-third of the directors for the
time being, (or, if their number is not a multiple of three,
the number nearest to but not greater than one-third)
shall retire from office by rotation. As such, the Company
considers that such provisions are sufficient to meet the
underlying objective of this code provision.

The Board has established four committees with clearly-
defined written terms of reference. The main roles
and responsibilities of these committees, including all
authorities delegated to them by the Board, as set out in
the terms of reference, are published on the Company’s
website, www.riche.com.hk. The independent views and
recommendations of the four committees ensure proper
control of the Group and the continual achievement of
the high corporate governance standards expected of a
listed company. The chairman of each committee reports
the outcome of the committee’s meetings to the Board for
further discussions and approvals.
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The majority of the members of each board committees
are independent non-executive directors. The board
committees are provided with sufficient resources to
discharge their duties and, upon reasonable request,
are able to seek independent professional advice in
appropriate circumstances, at the Company’s expenses.

The Remuneration Committee comprises two independent
non-executive directors, namely Mr. Tang Chak Lam,
Gilbert and Mr. Lien Wai Hung, and one executive director,
namely Ms. Chen Ming Yin, Tiffany. Ms. Chen Ming Yin,
Tiffany is the chairman of the Remuneration Committee.

The Remuneration Committee is responsible for making
recommendations to the Board on the Company’s
remuneration policy and structure of directors and senior
management. The Remuneration Committee is also
responsible for establishing a formal and transparent
procedure for developing policy on such remuneration
policy and structure to ensure that no director or any of
his/her associates will involve in deciding his/her own
remuneration.

In determining any specific package for directors, the
Remuneration Committee takes into account factors
such as salaries paid by comparable companies, time
commitment, responsibilities of the directors, employment
conditions elsewhere in the Group and whether any part
of the remuneration package should be performance-
based.

During the year ended 31 December 2007, the
Remuneration Committee met once to review the
remuneration packages of the staff of the Group. All the
committee members attended the meeting.
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The Nomination Committee comprises one executive
director, namely Mr. Heung Wah Keung and two
independent non-executive directors, namely Mr. Tang
Chak Lam, Gilbert and Mr. Lien Wai Hung. Mr. Heung
Wah Keung is the chairman of the Nomination Committee.

The main function of the Nomination Committee is to
review the structure, size and composition (including
the skills, knowledge and experience) of the Board on a
regular basis and make recommendations to the Board
regarding any proposed changes, identify individuals
suitable and qualifed to become Board members and
select or make recommendations to the Board on the
selection of, individuals nominated for directorships and
assess the independence of independent non-executive
directors. In addition, the Nomination Committee makes
recommendations to the Board on relevant matters
relating to the appointment or re-appointment of directors
and succession planning for directors in particular, the
Chairman and the Vice Chairman.

During the year ended 31 December 2007, the Nomination
Committee met once to review the structure, size and
composition of the Board. All the committee members
attended the meeting.

The Finance Committee comprises one executive director,
namely Mr. Heung Wah Keung, and one independent
non-executive director, namely Mr. Ho Wai Chi, Paul.
Mr. Heung Wah Keung is the chairman of the Finance
Committee.

The main function of the Finance Committee is to review
and approve banking facilities and financial instruments
to be granted or issued by the Company for the Group’s
needs, the provision of corporate guarantees by the
Company for its subsidiaries and associates, financial
assistant of the Company and the provision of financing to
third parties.

During the year ended 31 December 2007, no Finance
Committee meeting was held.
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The Audit Committee comprises three independent
non-executive directors, namely Mr. Tang Chak Lam,
Gilbert, Mr. Ho Wai Chi, Paul and Mr. Lien Wai Hung.
Mr. Tang Chak Lam, Gilbert is the chairman of the Audit
Committee.

The main function of the Audit Committee is to assist
the Board to oversee the financial reporting system, risk
management and internal control procedures and the
external audit function. The Audit Committee reviews the
interim and annual reports before submission to the Board
for approval. The Audit Committee annually assesses the
appointment of the external auditors, taking into account
the quality and rigor of the audit, the quality of the audit
service provided, the auditing firm’s quality control
procedures, relationships between the external auditors
and the Company, and the independence of the external
auditors.

During the year ended 31 December 2007, two Audit
Committee meetings were held and the individual
attendance of each member is set out below:

Name of member REHA

Mr. Tang Chak Lam, Gilbert — BNEMSEE
Mr. Ho Wai Chi, Paul fAMEREE
Mr. Lien Wai Hung BIRIESAE

The Audit Committee has reviewed the accounting
principles and policies adopted by the Company and
discussed with management the internal controls and
financial reporting matters. To monitor the integrity of
the financial statements of the Company, the Auditor
Committee had reviewed the unaudited interim results and
annual audited results for 2007 and was of the opinion
that the preparation of such results complied with the
applicable accounting standards and requirements and
that adequate disclosure had been made.
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At the meeting held on 21 April 2008, the Audit Committee
had concluded that it was satisfied with its review of the
audit fee, process and effectiveness, independence and
objectivity of Messrs. HLB Hodgson Impey Cheng. The
Audit Committee has therefore recommended to the
Board that Messrs. HLB Hodgson Impey Cheng be re-
appointed as the Company’s external auditors at the
annual general meeting in 2008.

During the year, the Company engaged Messrs. HLB
Hodgson Impey Cheng to perform audit services
and non-audit services and incurred audit services
fees of HK$680,000 and non-audit services fees of
HK$1,225,000.

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

e  Segregation of duties and functions of the respective
operational departments of the Group;

° Monitoring the strategic plan and performance;

° Designing an effective accounting and information
system; and

° Controlling price-sensitive information.

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

The Group has conducted an annual review of the
effectiveness of its internal control system covering all
material controls, including financial, operational and
compliance as well as risk management. Besides the
Group has also engaged HLB Hodgson Impey Cheng
Consultants Limited (the “Consultant”) to conduct review
and make recommendations for the improvement and
strengthening of the internal control system.

The review by the Consultant is conducted with reference
to the principles outlined in Internal Control and Risk
Management — A Basic Framework issued by the Hong
Kong Institute of Certified Public Accountants. The
assessment covers the major internal controls and
measures, including financial, operational and compliance
as well as risk management. Any material non-compliance
or failures in internal controls maintained by the Group’s
management and relevant recommendations for
improvements are reported to the Audit Committee.
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Based on the assessments made by the Consultant,
the Audit Committee and the Board considered that
the key areas of the Group’s internal control system are
reasonably implemented with room for improvement.
The Group shall use its best endeavour to implement the
recommendations made by the Consultant in order to
further improve the internal control system.

The Company reports to its shareholders twice a year.
Interim and annual results are announced to keep
shareholders informed of the Group’s performance and
operations. The general meetings of the Company provide
a forum for communication between the shareholders
and the Board. All shareholders are encouraged to attend
the annual general meeting to discuss the progress
of the Group’s business. The Chairman of the Board
and/or the Vice Chairman, as well as chairman of the
Audit Committee, Remuneration Committee, Nomination
Committee and Finance Committee, or in their absence,
other members of the respective committees, and
where applicable, the independent Board Committee,
are available to answer questions at the shareholders’
meeting. Separate resolutions are proposed at
shareholders’ meeting on each substantial issue, including
the re-election of directors. Our corporate website which
contains corporate information, interim and annual
reports, announcements and circulars issued by the
Company, enables the Company’s shareholders to access
information on the Group on a timely basis.
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The directors present their annual report and the audited
consolidated financial statements of the Group for the
year ended 31 December 2007.

The Company is an investment holding company. The
principal activities of its subsidiaries are set out in note 18
to the financial statements.

The results of the Group for the year ended 31 December
2007 are set out in the consolidated income statement on
page 44 of this annual report.

The directors do not recommend the payment of a final
dividend for the year ended 31 December 2007 (2006:
nil). No interim dividend was paid during the year (2006:
nil).

A summary of the results and the assets and liabilities
of the Group for the last five financial years ended 31
December 2007 is set out on page 136 of this annual
report.

Details of movements in the share capital of the Company
during the year are set out in note 26 to the financial
statements.

Particulars of the Company’s share options schemes and
details of movements in the share options of the Company
during the year are set out in note 38 to the financial
statements.

Neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed
securities during the year ended 31 December 2007.
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Details of movements in the reserves of the Group
and of the Company during the year are set out in the
consolidated statement of changes in equity on page
48 of this annual report and in note 27 to the financial
statements respectively.

At 31 December 2007, the Company had no reserves
available for distribution.

Details of movements in the property, plant and equipment
of the Group during the year are set out in note 16 to the
financial statements.

Details of movements in the investment properties of
the Group during the year are set out in note 17 to the
financial statements.

Particulars of bank loans of the Group at 31 December
2007 are set out in note 31 to the financial statements.

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

Mr. Heung Wah Keung (Chairman)
Ms. Chen Ming Yin, Tiffany (Vice Chairman)

Mr. Tang Chak Lam, Gilbert
Mr. Ho Wai Chi, Paul
Mr. Lien Wai Hung
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In accordance with the Company’s bye-laws, Ms. Chen
Ming Yin, Tiffany shall retire by rotation at the forthcoming
annual general meeting and, being eligible, offer herself
for re-election.

Biographical details of the directors are out under
the section headed “Profiles of Directors and Senior
Management” on pages 39 to 40 of this annual report.

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 Rules
Governing the Listing of Securities (the “Listing Rules”)
on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). The Company considers all of the
independent non-executive directors are independent.

No directors proposed for re-election at the forthcoming
annual general meeting has an unexpired service contract
which is not determinable by the Company or any of
its subsidiaries within one year without payment of
compensation, other than normal statutory compensation.

At 31 December 2007, none of the directors and their
associates had registered any interests or short positions
in any shares, underlying shares or debentures of the
Company or any of its associated corporations that
was required to be recorded pursuant to Section 352 of
the Securities and Futures Ordinance (the “SFQO”) and
the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers.
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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.

a. On 19 July 2007, Legend Rich Limited, a wholly-
owned subsidiary of the Company, entered into
a conditional sale and purchase agreement with
Ms. Chen Ming Yin, Tiffany, a director of the
Company, pursuant to which Legend Rich Limited
would acquire a 100% interest in the issued share
capital of Modern Vision (Asia) Limited, a company
wholly-owned by Ms. Chen Ming Yin, Tiffany, at
a consideration of HK$684,000,000 (subject to
adjustment). The consideration shall be satisfied
in cash. The major asset of Modern Vision (Asia)
Limited is its indirect 50% interest in a lot of land
with the area of 4,669 square meters located in the
Nam Van Lakes Zone, Macau. The consideration is
determined between Legend Rich Limited and Ms.
Chen Ming Yin, Tiffany on a “willing buyer — willing
seller” basis. The transaction was not approved by
the independent shareholders on 21 November 2007.

b. On 5 November 2007, the Company entered into
a loan agreement with Ms. Chen Ming Yin, Tiffany,
a director of the Company, pursuant to which Ms.
Chen Ming Yin, Tiffany granted an unsecured and
interest-free loan of HK$45,000,000 to the Company
for a period of six months from the date of the loan
agreement. The Company repaid the loan on 27
November 2007.

Other than as disclosed above, there were no contracts
of significance to which the Company or any of its
subsidiaries was a party and in which a director of the
Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time
during the year.
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At 31 December 2007, the register of substantial
shareholders maintained by the Company pursuant
to Section 336 of the SFO shows that the following
shareholders had notified the Company of relevant
interests in the issued share capital of the Company:

Ordinary shares of HK$0.10 each of the Company

Interest in
Name Notes  Capacity shares
£ Wi & RO ER
China Star Entertainment 1 and 4 Interest of 583,606,128
Limited 1Kk4 corporation
HEESEFRAR AR
China Star Entertainment 1 and 4 Interest of 583,606,128
(BVI) Limited 1k4 corporation
AR
Classical Statue Limited 1 and 4 Beneficial owner 583,606,128
14  EBREEA
Ms. Chu Yuet Wah 2 Interest of 288,007,809
FRERT 2 corporation
G 5
Ms. Ma Siu Fong 2 Interest of 288,007,809
SohEat 2 corporation
AL 5
Kingston Securities 2 Beneficial owner 288,007,809
Limited 2 EREBA

THEEFBRAF

RICHE MULTI-MEDIA HOLDINGS LIMITED Annual Report 2007

R_ZEZE+F+-_A=+—H AQAR
BESRBEKNEIBKRFEZEER
REZMBET  TIHREEMNSARARE
EARRREEITRA B@EZR

AR FIRAFFIRENEO. 108702 B

Interest in
underlying
shares
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447,000,000

Total
interest

AR

1,030,606,128

583,606,128

583,606,128

288,007,809

288,007,809

288,007,809

Percentage
of the issued
share capital

of the
the Company

P NCIRE

TREBDH

52.80%

29.90%

29.90%

14.75%

14.75%
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Ordinary shares of HK$0.10 each of the Company AAGRAAEREEO10E T2 ZE

(Continued) (&)
Percentage
of the issued
Interest in share capital
Interest in underlying Total of the
Name Notes Capacity shares shares interest the Company
EERQTEH
£ i &f RoEs HERGEDR BER ThxEH
Mr. Andrew Nan Sherrill 3 Interest of 129,412,174 — 129,412,174 9.95%
BERLE 3 corporation
AL 5
Asia Vest Partners Limited 3 Interest of 129,412,174 — 129,412,174 9.95%
3 corporation
NGl S
Asia Vest Partners VII 3 Interest of 129,412,174 — 129,412,174 9.95%
Limited 3 corporation
NGl d
Asia Vest Partners X 3 Interest of 129,412,174 — 129,412,174 9.95%
Limited 3 corporation
NGl S
Northbay Investments 3 Beneficial owner 129,412,174 - 129,412,174 9.95%
Holdings Limited 3 EnEBA

RICHE MULTI-MEDIA HOLDINGS LIMITED Annual Report 2007



Notes:

1. 583,606,128 shares are beneficially owned by Classical Statue
Limited. Classical Statue Limited is a wholly-owned subsidiary of
China Star Entertainment (BVI) Limited. China Star Entertainment
(BVI) Limited is also a wholly-owned subsidiary of China Star
Entertainment Limited, a company listed on the Stock Exchange.
China Star Entertainment Limited and China Star Entertainment
(BVI) Limited are deemed to be interested in the shares owned by
Classical Statue Limited.

2. 51% and 49% of shareholding of Kingston Securities Limited
are respectively owned by Ms. Chu Yuet Wah and Ms. Ma Siu
Fong. Ms. Chu Yuet Wah and Ms. Ma Siu Fong are deemed to be
interested in the shares owned by Kingston Securities Limited.

3 129,492,174 shares are beneficially owned by Northbay
Investments Holdings Limited. 35.5% and 64.8% of the
shareholding of Northbay Investments Holdings Limited are
respectively owned by Asia Vest Partners VIl Limited and Asia
Vest Partners X Limited, and both of them are indirectly wholly-
owned by Mr. Andrew Nan Sherrill through Asia Vest Partners
Limited.

4. Mr. Heung Wah Keung, Ms. Chen Ming Yin, Tiffany and Mr.
Ho Wai Chi, Paul are directors of the Company and China Star
Entertainment Limited. Mr. Heung Wah Keung and Ms. Chen Ming
Yin, Tiffany are also directors of China Star Entertainment (BVI)
Limited and Classical Statue Limited.

Other than as disclosed above, the Company had not
been notified of any other relevant interests or short
positions in the issued share capital of the Company at 31
December 2007.
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On 19 July 2007, Legend Rich Limited, a wholly-
owned subsidiary of the Company, entered into
a conditional sale and purchase agreement with
Ms. Chen Ming Yin, Tiffany, a director of the
Company, pursuant to which Legend Rich Limited
would acquire a 100% interest in the issued share
capital of Modern Vision (Asia) Limited, a company
wholly-owned by Ms. Chen Ming Yin, Tiffany, at
a consideration of HK$684,000,000 (subject to
adjustment). The consideration shall be satisfied
in cash. The major asset of Modern Vision (Asia)
Limited is its indirect 50% interest in a lot of land
with the area of 4,669 square meters located in the
Nam Van Lakes Zone, Macau. The consideration
is determined between Legend Rich Limited and
Ms. Chen Ming Yin, Tiffany on a “willing buyer -
willing seller” basis. Ms. Chen Ming Yin, Tiffany is
a connected person of the Company by virtue of
being a director of the Company. The transaction
constituted a connected transaction for the Company
under the Listing Rules. The transaction was not
approved by the independent shareholders on 21
November 2007.

RZZEZT+LFEA+ A - Legend
Rich Limited (R ARz 2 ENB A
A ERAR LT (R AR ZES)F]
BB EERZE - B - Legend
Rich Limited # 4 8 Modern Vision
(Asia) Limited (FREB H &z == & &
BzRraE)E BEITRA Z2100%H#
#= - K {8 A684,000,000/8 jL(A] 7
FEE) - LAIRE A » Modern Vision
(Asia) Limited 2w F EEERER I8
i 74 JE P /5 V& 4R Y 1tb [ TED 75 4,669 F
FARZ I Z250%HZEREZR - RE
J54% Legend Rich Limited £2 & BA &%
TRTUEEEEE R JCEEEBTE -
AR ZETARRRIZES ik
BARNR ZHEEAT - BIEETR
Bl ZRIBRARBIZBERS -
ZRHGR_ZFEZLtF+—HA=+—H
TR IRR AL o
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On 8 August 2007, Legend Rich Limited, the
Company and China Star Entertainment Limited, a
substantial shareholder, entered into a conditional
sale and purchase agreement pursuant to which
Legend Rich Limited would acquire a 100% interest
in the issued share capital of Exceptional Gain
Profits Limited, a wholly-owned subsidiary of China
Star Entertainment Limited, and a sale loan at a
consideration of HK$447,000,000. The consideration
shall be satisfied by the issue of a convertible note.
Exceptional Gain Profits Limited is an investment
holding vehicle, which indirectly holds a 50% interest
in Kingsway Hotel Limited. The consideration
is determined after arm’s length commercial
negotiations and with reference to an independent
property valuation conducted by DTZ Debenham
Tie Leung Limited on an open market basis valuing
Kingsway Hotel at approximately HK$894,000,000
at 31 July 2007. China Star Entertainment Limited
is a connected person of the Company by virtue of
being a substantial shareholder of the Company.
The transaction constituted a connected transaction
for the Company under the Listing Rules. The
transaction was approved by the independent
shareholders on 31 December 2007.

On 5 November 2007, the Company entered into
a loan agreement with Ms. Chen Ming Yin, Tiffany,
a director of the Company, pursuant to which
Ms. Chen Ming Yin, Tiffany granted an unsecured
and interest-free loan of HK$45,000,000 to the
Company for a period of six months from the date
of the loan agreement. Ms. Chen Ming Yin, Tiffany
is a connected person of the Company by virtue of
being a director of the Company. The transaction
constituted a connected transaction for the
Company under the Listing Rules and was exempt
from reporting, announcement and independent
shareholders’ approval requirements under Rule
14A.65(4) of the Listing Rules. The Company repaid
the loan on 27 November 2007.

RZZEZLF/\A/\A - Legend
Rich Limited * XA & Kk E ERR R
HESEERARGLEKGEER
# ° Bk © Legend Rich Limited #4&
#% Exceptional Gain Profits Limited
(FEELEERAGZEZENBER
AEBITRAZI100%ERE RIEE
B - R A 447,000,000/ 7T * M
BT IR E B X T o Exceptional
Gain Profits Limited & &% & £ &
T A - [ # # BKingsway Hotel
Limited 2 50% ##z c KE KR F
RMEERALSEBERTAERAA
BRARAMBEEET 2B YWEM
BFTEEBBER -_TTLtF LA
=+—HZ{EEX %894,000,000 %
TLEEBET - ARHFEESBEERA
RAIBARRZEERE  HEAARD
AIZEBBEAL - BELETRA  &ZX
SBRARBZHERS - ZRBE
R_EE+F+_A=+—HEB
B SR HEE o

RZZEZLF+—HAR  AQRHE
PRI L T (R ARIZES)FILERK
Wk Bt BB LT B E X
HEgE /N8 A B R AR FliR H E I
% 2§ 545,000,000/ T > AR
PRI AT AARRIZES KA
ApalzB@@BAL - RELETHRA
ZRXGBUARRZBERS - WE
HMEET EmRAIE14A.654) 18 2
R A RBYRERIERTE - &
RAIER-_ZEEEF+—A=+tH
BEBHEER -

RAREBH » X5 0)BREATK °

At the date of this report, the transaction (b) has not been
completed.
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The Group has a management services contract with [#]
BREMEERE (18) AR2AR (“Shama”) in respect of the
Group’s investment properties in Beijing, the People’s
Republic of China for a period of ten years, with an option
for Shama to extend another two “five-year period”,
starting from the date of handover of the investment
properties to Shama for management.

Details of the Group’s retirement benefits scheme are set
out in note 39 to the financial statements.

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.

Details of the compliance by the Company with the Code
on Corporate Governance Practices are set out on pages
18 to 27 of this annual report.

The Company has maintained a sufficient public float
throughout the year ended 31 December 2007.

During the year, the aggregate sales or purchases
attributable to the Group’s five largest customers
combined or suppliers combined were less than 30% of
the Group’s sales or purchases respectively.

Details of the significant subsequent events are set out in
note 43 to the financial statements.

REBERASECNFEARLMEIL
RZEREBEMEEBARNEEE(LE)E
RARPIBNDITEEERB ALK BB
TH PBAREBEESKREVEIN T
BEEAHEERSIRE RFERFE] -

AEB 2 RARBHETEFBH R FHRE
F3E39 o
AKAFZAa MBIk EREEN I ES B

BARBEBREZHEE  F4AA
BB RERBEFHAGD -

GIFEi= 41

ARABETEEERERTUNBERZFS
N ARERFEISE27H ©

REE _ZET+F+_A=+—HItFE
A NAR—BHHEFEHARERE -

FR - AEBAAEFAFTREREEE
Prih 2 BHEBKRBEI RO NAEHE
$HE RS IRIERR 2 30% °

BEABHEARFEFBHRHBHREM
w43 0
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Report of the Directors

ESERE

AUDITORS = EED

A resolution to re-appoint Messrs. HLB Hodgson Impey EERREAFAE LGRERERAER
Cheng as auditors of the Company will be proposed AEREE BEBGSEMFE AR
for approval by shareholders of the Company at the N EZERAD o

forthcoming annual general meeting.

On Behalf of the Board REEFS

Heung Wah Keung *FE

Chairman mER

Hong Kong, 25 April 2008 B/ —EZENFOA=-THA
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Mr. Heung Wah Keung, aged 59, is the Chairman of
the Company. He is responsible for the development of
the overall strategic planning of the Group and liaising
with various government authorities in the PRC. His
wife, Ms. Chen Ming Yin, Tiffany, is the Vice Chairman
of the Company. He joined the Company in August
2001. Mr. Heung has over 20 years of experience in
the entertainment and multi-media industries. He is the
founder of Win’s Entertainment Limited and One Hundred
Years of Film Company Limited. Mr. Heung is also the
chairman of China Star Entertainment Limited and the vice
chairman of the Hong Kong Kowloon and New Territories
Motion Picture Industry Association Limited.

Ms. Chen Ming Yin, Tiffany, aged 51, is the Vice Chairman
of the Company. She is responsible for the overall
management and business development of the Group.
Ms. Chen is the wife of Mr. Heung Wah Keung. She
joined the Company in August 2001. She has over 15
years of experience in the entertainment and multi-media
industries. She has produced a number of blockbuster
films for Win’s Entertainment Limited and One Hundred
Years of Film Company Limited. Ms. Chen is the vice
chairman of China Star Entertainment Limited. In 20083,
she was selected as one of 2003 Women in Entertainment
— International Power by The Hollywood Reporter.

Mr. Tang Chak Lam, Gilbert, aged 57, is a practicing
solicitor in Hong Kong since 1987 and is a senior partner
of Messrs. Gilbert Tang & Co.. He joined the Company
in February 2002. He was a director of Pok Oi Hospital
in 1993 and a Member of the Kowloon West Advisory
Committee of Hong Kong Bank Foundation District
Community Programme between July 1991 and November
1995. Mr. Tang holds a Bachelor of Law Degree from the
University of Buckingham in the United Kingdom, and a
Diploma in Chinese Law from the University of East Asia
in Macau.

MEBRLLE  BESIR: BARAZE
& BEASEEERBTEBRERESD
Bl S BUNHEAEITEBHE - HE[RAFR
TETRARAIZBIER -MEERZE
—FNANMAXRRT  BHEBB200FIR
BNLHEBEE KR o RIEERBKBEIR
LERARR—BFEZERARZAIH
AN WERFTEHEEEERARZERER
BEETEHSERARIZEIER -

PREAZ 2+ - MFS15% - BRARAZEIE
B BEASB ERBEBREBER -
BT AMERLEZET RZTT—
FNAMARRA - HAHBBI5FIRE
NEZERBERE K8 - BB AKERIRE
ERAFE—BEEXERAAERZ I
By Rzt ATEHESEEBRAAZE
FE - IR _ZEZT=F%The Hollywood
Reporter it B A ST =FRNRLER &
AR E N otz — o

BWEMELE  BFS7TER B —NLN\LF
ERBELAREM  UREENBEEER
fifTZHMEBA BEER-_TT—
F_AMARRT  BR—NAN=FHE
BERRAE IR AN—FLAZE
—NANAF+—-AHELEEELSRITNE
HREZESHRERITIERE - Mt
FERBEASERBZARBLBURR
FIRTZREZPBERIOR
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Mr. Ho Wai Chi, Paul, aged 57, is the sole proprietor of
Paul W.C. Ho & Company, Certified Public Accountants
(Practising), and is an associate of the Institute of
Chartered Accountants in England and Wales, United
Kingdom and a fellow of the Hong Kong Institute of
Certified Public Accountants. Mr. Ho joined the Company
in September 2004.

Mr. Lien Wai Hung, aged 45, is a practicing solicitor in
Hong Kong since 1997 and is a partner of Messrs. Leung
& Lien, a firm of solicitors in Hong Kong. He graduated
from the University of East London with a LLB Degree in
the United Kingdom. Mr. Lien joined the Company in April
2005.

Mr. Chan Kin Wah, Billy, aged 45, is the Chief Financial
Officer and Company Secretary of the Company. He
is responsible for the overall financial control and
management of the Group. Prior to joining the Company
in September 2003, he worked in the accounting, finance
and taxation field for over 15 years and has over ten years
of working experience in Hong Kong listed companies.
He is an associate member of the Hong Kong Institute
of Certified Public Accountants, a CPA member of CPA
Australia and a non-practicing member of the Chinese
Institute of Certified Public Accountants. He holds a
Bachelor of Administration Degree from the University of
Ottawa in Canada and a Master of Commerce Degree in
Professional Accounting from the University of New South
Wales in Australia.
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Hodgson Impey Cheng

Chartered Accountants
Certified Public Accountants

TO THE SHAREHOLDERS OF
RICHE MULTI-MEDIA HOLDINGS LIMITED
(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of
Riche Multi-Media Holdings Limited (the “Company”) and
its subsidiaries (collectively referred to as the “Group”) set
out on pages 44 to 135 which comprise the consolidated
and the company balance sheets as at 31 December 2007
and the consolidated income statement, the consolidated
statement of changes in equity and the consolidated cash
flow statement for the year then ended, and a summary
of significant accounting policies and other explanatory
notes.

The directors of the Company are responsible for the
preparation and the true and fair presentation of these
financial statements in accordance with Hong Kong
Financial Reporting Standards issued by the Hong Kong
Institute of Certified Public Accountants and the disclosure
requirements of the Hong Kong Companies Ordinance.
This responsibility includes designing, implementing, and
maintaining internal control relevant to the preparation and
the true and fair presentation of the consolidated financial
statements that are free from material misstatement,
whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting
estimates that are reasonable in the circumstances.

31/F, Gloucester Tower &

The Landmark IR

11 Pedder Street FITH 115
Central BEHES

Hong Kong ERTITRKES1E

HEXZHEBEERRATARRE
(REFRZEZIMELZ BERAA])

EECEREMEEF 1B EMIAL RS
BREEBRAB(TERR ) REWNBA
(B ERE NGRAMBRE - 81
RIBZ+FE+_A=+—HNGEEE
BERMARBERER  REBEZALL
FENGAKESR  HRalRAZFBHRMG
EREMNER  UNTBSABRRUMEN
H AP AR

EAREFANREEGHAAREML
B T IR AR BA B B A 7 I 0
BT AEGRURABEATHEIINEG
B RE - ZRERERT - BIEREH
REURAEATBEIGRANBREA
W2 POBRELIS « DARRIR B 3 % A 38R
(T SEF ARSI ) BB R
HEGHEE  AETAERTHREA®D
ZEEHEH -
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Our responsibility is to express an opinion on these
financial statements based on our audit. This 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.

We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute
of Certified Public Accountants. Those standards require
that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance as to
whether the consolidated financial statements are free
from material misstatement.

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

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit
opinion.
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Independent Auditors’ Report

B RS
OPINION =R
In our opinion, the accompanying consolidated financial EERE BEEAVEREER - ZF

statements give a true and fair view of the state of affairs BHEREREEAFHMEM BN B
of the Company and of the Group as at 31 December EEN_EE+F+_A=1+—B 2%
2007 and of the Group’s profit and cash flows for the Mk BEXEEHZZALEFENME
year then ended in accordance with Hong Kong Financial RenE  WEZRBEBRMEHOEE
Reporting Standards and have been properly prepared in BRI RBFRR -

accordance with the disclosure requirements of the Hong

Kong Companies Ordinance.

HLB Hodgson Impey Cheng EEETMEAT

Chartered Accountants il e i

Certified Public Accountants BABREDETAD

Hong Kong, 25 April 2008 B —EEN\FMOA=-+HA
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2007 2006
—EZEHF “EERF
Notes HK$’000 HK$’'000
Kiat FET FET
Turnover ] 7 38,739 17,476
Cost of sales SHE KA (28,958) (13,998)
Gross profit EF 9,781 3,478
Other revenue Hibuk = 8 3,205 5,699
Other income Har A 8 106,956 5,560
Increase in fair value of REWMEZ XATFEE M
investment properties 17 43,853 590
Impairment loss recognised in EREREEREEE
respect of goodwill 19 (37,828) —
Administrative expenses THEX (67,623) (26,811)
Profit/(loss) from operations  && %%/ (E518) 9 58,344 (11,484)
Finance costs MmEEH 10 (19,494) (9,615)
Profit/(loss) before taxation BRELATEA / (B518) 38,850 (21,099)
Taxation g 13 (13,156) (195)
Profit/(loss) for the year REFERF / (F8) 25,694 (21,294)
Attributable to: BER
Equity holders of the Company ZA2QAFRKREZFEA 25,694 (21,294)
Earnings/(loss) per share EARBREFEA
attributable to the equity EEERER / (E8)
holders of the Company
— Basic and diluted — EAREE 14 HK2.50 centsi#fll  HK(3.28) cents/Sill

All of the Group’s operations are classed as continuing. REBMMBESHDEAFERE -

BERT < M RETO AN B R 2 — B0 ©

The accompanying notes form an integral part of these
financial statements.
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ASSETS
Non-current assets

Property, plant and equipment

Investment properties
Goodwill
Club membership

Current assets

Inventories

Trade receivables

Deposits, prepayments and
other receivables

Financial assets at fair value
through profit or loss

Tax prepayments

Cash and cash equivalents

Total assets

EQUITY

Capital and reserves
attributable to the
Company’s equity holders
Share capital
Reserves

Minority interests

Total equity

Notes
it
B5E
ERBEE
Y - R RERE 16
"EYE 17
SRS 19
SFes
RBEE
FE 20
=00 36N 21
b a ﬁﬁﬂﬁﬁ
H b W sk 18 22
BAFEFABRZE
LERMEE 23
AR 24
RekReEEY 25
EEHAE
P& #E
AKATRERFE AEN
AR #E
A& A 26
&
DERRERS
IR EE
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2007
—EELE
HK$°000
FHAT

6,000
887,450
39,456
172

933,078

32,783
1,245

31,830

12,120
531,396

609,374

1,542,452

195,186
850,894

1,046,080
3,896

1,049,976

2006
—TT/\J*:'E
HK$’000
FEIT

2,468
678,000
77,284
172

757,924

45,154
936

19,254

28,100
7,720
63,140

164,304

922,228

64,843
334,793

399,636
3,896

403,532



2007

—EELHF
Notes HK$°000
it FET
LIABILITIES =L
Current liabilities RBEE
Accruals and other payables BT E R R HEMER
=g 28 19,245
Receipts in advance TEWFRIA 29 47,041
Amounts due to related JES BEE R RIFRIE
companies 30 701
Secured bank loans — due within ~ GiKIBETER —
one year AR—FAXN 31 27,533
Tax payables JE 7518 22,969
117,489
Non-current liabilities kRBER
Secured bank loans — due after EHEBETER —
one year AR —FEIN 31 301,485
Deferred taxation EIERTR 32 73,502
374,987
Total equity and liabilities RERAEHESE 1,542,452
Net current assets MEEEFHE 491,885
Total assets less current HWEERRBERE
liabilities 1,424,963

Approved by the board of directors on 25 April 2008 and RZZEZENFMAZ TLﬁ AKE

signed on its behalf by: g WH TR ERES
Heung Wah Keung Chen Ming Yin, Tiffany
CIE=E: PR BA 3%
Director Director
EE EFE
The accompanying notes form an integral part of these EBT 2 B s Ty AR R sk 2 —

financial statements.
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2006

— 55 T/ \E
HK$’000
FEIT

20,208
60,898

606

5,470
23,240

110,422

351,957
56,317

408,274
922,228

53,882

>
_L LN o

|:|77



2007 2006
Notes HK$’000 /—/K$ ‘000
Kzt FETT FET
ASSETS EE
Non-current assets ERBEE
Interests in subsidiaries BB Bl HE = 18 4,873 41,824
Current assets RBEE
Deposits, prepayments and Z& - BAZER
other receivables H b W sk 18 22 2,250 1,801
Cash and cash equivalents fﬁi&ﬁ/\*ﬁﬁf@ 25 489,538 55,862
491,788 57,663
Total assets BEEHE 496,661 99,487
EQUITY iz #E
Share capital % 7 26 195,186 64,843
Reserves EfE 27 262,946 25,708
Total equity IR REAE KR 458,132 90,551
LIABILITIES =R
Current liabilities REaE
Accruals and other payables BT ERA R HEMER
EQE| 28 943 233
Amounts due to subsidiaries FET BT/ A RIRIB 18 37,586 8,703
38,529 8,936
Total equity and liabilities BREREEHEE 496,661 99,487
Net current assets MEEE T 453,259 48,727
Total assets less current HMEERRBERE
liabilities 458,132 90,551

Approved by the board of directors on 25 April 2008 and
signed on its behalf by:

RZTEZENFWOAZ ‘i—ﬂEIZ“(i%/\?tt
A WA RIIRKREE

Heung Wah Keung Chen Ming Yin, Tiffany

BE3:A BREA R
Director Director
EFE =

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

BB 2 N RE I AR Bk 2 — &R D
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Consolidated Statement of Changes in Equity

mERABE R

For the year ended 31 December 2007 BE =TT +F+=-A=+—HBILFE

Attributable to equity holders of the Company

FAARERE AR
Share-based
payment
Share Share Capital ~ Contributed Special reserve  Exchange Accumulated Minority
capital premium reserve surplus reserve  MROFA reserve losses Sub-total interests Total
BA R EE et Bz RHGE XA GE RRGE ZithR Nt DERRER h
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AT AT AT AT AT AT AT AT AT AT AT
At 1 January 2006 RZZTNE
—-A-R 51,540 127,865 19,834 80,108 - - - (111,782) 167,610 - 167,610
Exchange differences FERIMELT
arising from translation REEEY
ofinvestment inaforeign ~~ EXEE
subsidiary - - - - - - 7,201 - 7,201 - 7,201
Net income directly EFnRiERDz
recognised in equity WAFE - - - - - - 7,201 - 7,201 - 7,201
Net loss for the year TFERETE = - - - - - - (21,204) (21,204) - (21,204)
Total recognised RERERARA/
income/(expense) for the (B 4%
year - - - - - - 7201 01204 (1409 - (14093)
Issuance of new shares BEkh 18,303 252,761 - - - - - - 266,064 - 266,064
Acquisition of a subsidiary  WERHBAR - - 10 - - - - - 10 3,896 3,906
Special reserve arising WENBRIES
from acquisition of a bl
subsidiary - - - - (19955) - - - (19.955) - (19955)
At 31 December 2006and  R-FEE
1 January 2007 —R=t
“EELE-A-A 64843 380626 19,844 80,103 (19.955) - 7200 [1330%5) 399636 389 40353
Exchange differences TEGNHERA
arising from translation REAEEZER
of investment in foreign 28
subsidiaries - - - - - - 29,533 - 29,533 - 29,533
Net income directly ERRRERDZ
recognised in equity WAFE - - - - - - 29,533 - 29,533 - 29,533
Net profit for the year REEAF - - - - - - - 25,604 25,604 - 25,604
Total recognised income for ~ AFEERZMA
the year 28 = = = = - - 29,533 25,694 55,227 - 55,221
Issuance of new shares Bt 127,108 416,604 - - - - - - 543,707 - 543,707
Share-based payment WPz
€Xpenses 5 = = = = = 32,282 = = 32,282 - 32,282
Exercise of share options ~ {7{£ B RiE 3,40 15,828 - - - (3,840) - - 15,228 - 15,208
At 31 December 2007 REBELE
TZR=t-R 195,186 813,058 19,844 80,103 (19,955) 28,442 36,734 (107,332) 1,046,080 3,896 1,049,976
Notes: Biet
(i)  The capital reserve of the Group represents the difference of )y AEEELRBBEHIEWEB AR ZBA RN

48

the share capital and share premium of the subsidiaries and the
nominal value of the 880 shares issued by Riche (BVI) Limited
(formerly known as Ocean Shores (BVI) Limited) prior to the
allotment of 120 shares to Classical Statue Limited and the
amount arising from issue of shares by a subsidiary.

{BE2[A) Classical Statue Limited &2 2% 120 AEA%
3 AT Riche (BVI) Limited (A% Ocean Shores
(BVI) Limited)FT#77 2 880 i {5 2 BB KA
BN BTN FTELE 2 FUaEH.

(i)  The contributed surplus of the Group represents the net iy AEBZEHBRRKERBR_-_ZZT=F/\A
amount transferred from the share premium account and to the T HBTZRERRARE LBIBZERIR
accumulated losses account pursuant to the special resolution ARERMEEREREZHEBEEE 2 FHE
passed at the special general meeting held on 22 August 2003.

(i)  The special reserve represents the difference between the fair (i) HRREEDEREERNEZE_TZTF+=A

value and the contracted value of consideration in respect of the
acquisition of Shinhan-Golden Faith International Development
Limited during the year ended 31 December 2006.
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2007 2006
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—EELHF —EERF
HK$’000 HK$’000
FET FET
OPERATING ACTIVITIES RETEH
Profit/(loss) before taxation BrREIATRF / (E518) 38,850 (21,099)
Adjustments for: S
Interest income A EWA (2,990) (4,314)
Dividend income BB A (78) (754)
Waiver of secured bank loan interest  ZAte IR TERFI S (106,956) —
Increase in fair value of financial BAFEFABRERY
assets at fair value through profit TREE AT EE N
or loss - (5,360)
Increase in fair value of investment WEMZE 2 R EEN
properties (43,853) (590)
Finance costs BEEM 19,494 9,615
Depreciation of property, Y BE R REITE
plant and equipment 1,168 652
Impairment loss recoginsed in RS EREEE
respect of goodwill 37,828 —
Impairment loss recognised in EMERE S Y KIE
respect of trade receivables RIEEE 9 1,050
Impairment loss recognised in EEREN I REEE
respect of prepayments - 131
Loss on disposal of property, plant HEYE -BEREE L
and equipment E518 3 1,956
Reversal of accruals in previous O EFREER
year - (200)
Share-based payment expenses RO AT 2 FZ 32,282 —
Operating cash flows before EEE S L
movements in working capital REnE (24,253) (18,913)
Decrease/(increase) in inventories FERL/ (8hm) 12,371 (1,309)
Decrease in film right deposits BEREITIRIES R - 14
(Increase)/decrease in trade B O W GRIE
receivables (3gm) / md (318) 2,755
(Increase)/decrease in deposits, e TENFIE M EAMA
prepayments and other FEMRIE (3800) / SR
receivables (12,576) 34,988
Decrease in trade payables g S IR > - (1,714)
Decrease in accruals and other fEETE A R HM
payables FER SR IER A (963) (41,337)
(Decrease)/increase in receipts in FEWERIE CRld) / N
advance (13,857) 1,335
Increase/(decrease) in amounts due  FEfRAEARIZIA
to related companies i/ CRd) 95 (34,226)
Cash used in operations ZEMARE (39,501) (58,407)
Tax paid EIHIR (4,671) (3,303)
Net cash used in operating RETEFTACESEE
activities (44,172) (61,710)



INVESTING ACTIVITIES BETE
Interest received BUF 8
Dividend income % B A

HEZ A HEFABRRRZ
TMEE SR

HEWE  WENMREZ

Proceeds from disposals of financial
assets at fair value through profit
or loss

Proceeds from disposals of

property, plant and equipment Fr{S 5008

Effect from acquisition of a WHEHB AR 2 &
subsidiary

Additions to investment properties WEYMHENE

Purchase of financial assets at fair BEZATERA
value through profit or loss BaRkZemEE

BEME BENRE

Purchase of property, plant and

equipment
Net cash used in investing RETEFAZRS R
activities
FINANCING ACTIVITIES & EE
Interest paid EATFLE
Issuance of new shares BITHAR D
Repayment of a secured bank loan BEEEHRRTE

b
¥R A EMRITER

METBREL/ (FIA) 2
REFE

New secured bank loan raised

Net cash generated from/(used
in) financing activities

HeRELZEY
®gin/ CR2) F58
INEHMEKR 7 8

Net increase/(decrease) in cash
and cash equivalents
Effect on foreign exchange rate

Cash and cash equivalents at the FHIZRERKRELZEY
beginning of the year

Cash and cash equivalents at the FAZHEERREZEY
end of the year

Analysis of the balances of cash RE&ERBEEEBYEEFIN:
and cash equivalents:
Cash and bank balances e RIRITET
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2007
—gBLE
HK$’000
F#7

2,990
78
220

(116,960)

(4,908)
(118,580)

(19,494)
562,775
5,359
65,922

614,562

451,810
16,446

63,140

531,396

531,396

2006
“EERF
HK$’000
FEIT

4,314
754

13,461

415
(15,852)

(5,634)

(1,156)

(3,698)

(9,615)

(250,000)
250,470

(9,145)

(74,553)
(280)

137,973

63,140

63,140



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

The address of the registered office of the Company
is Clarendon House, 2 Church Street, Hamilton
HM11, Bermuda.

The Company’s principal activity is investment
holding and the principal activities of its subsidiaries
are set out in note 18 to the financial statements.

In the current year, the Group has applied, for the
first time, a number of new standards, amendments
and interpretations (the “new HKFRSs”) issued by the
Hong Kong Institute of Certified Public Accountants
(the “HKICPA”) that are relevant to its operations and
effective for accounting periods beginning 1 January
2007. A summary of the new HKFRSs is set out as
below:

HKAS 1 (Amendment) Presentation of Financial
Statements: Capital

Disclosures

HKFRS 7 Financial Instruments:
Disclosures

HK(IFRIC) - Int 7 Applying the Restatement Approach
under HKAS 29 - Financial Reporting
in Hyperinflationary Economies

HK(IFRIC) - Int 8 Scope of HKFRS 2

HK(IFRIC) - Int 9 Reassessment of Embedded
Derivatives

HK(IFRIC) - Int 10 Interim Financial Reporting and

Impairment

ARB RN BAREEMARL 2 ZER
BRAR - MERNEREBERS
PRERAR LT -

ANAA ZFEMPESEE U A
Clarendon House, 2 Church Street,
Hamilton HM11, Bermuda °

RARZ EFBEBRREZER  MA
B AR EBRGEH I B mKM
180

RAFE  AEEBERERZEER
SRTED A G HEM 2 AT R ERT A
KR ((HEATBREER]) - 1t
EHE BV REERNEAREE XK
B TR -FTLF—A—H=%H
‘Bz G HEAER - HELYME
HEERNZBEHINT

BREHENE IR MBHRZE:

(B3I %K) EABE

B BREER SHIA BB
B1%

BE(ERBRE REABLIENE0%—
#EZEY) BEREPRSER
—REZETY FBRERAEIE

BE(ERTBRE  BANBREED
#EZET) RV EE
—REZ8%

ER(AREERE  EARNAHTEIA
nEZEe)
—REZO%
BEERUERE  PEHMBRERAE
nEZEe)

— REFE10%
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APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)

The adoption of the above new HKFRSs did not have
significant impact on the Group’s results and financial
position for the current or prior accounting period,
except for new disclosures relating to financial
instruments made in the consolidated financial
statements.

The Group has applied the disclosure requirements
under HKAS 1 (Amendment) and HKFRS 7
retrospectively. Certain information presented in prior
year under the requirements of HKAS 32 has been
removed and the relevant comparative information
based on the requirements of HKAS 1 (Amendment)
and HKFRS 7 has been presented for the first time in
the current year.
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PR R ML

'\

3. IMPACT OF ISSUED BUT NOT YET 3. CHEHGENAENESETER
EFFECTIVE HONG KONG FINANCIAL EEA o TE
REPORTING STANDARDS

AEEYEREZEFEAATEEMER
REBZFHETER - BRI A RRE -
ARAEFRIEFAERAZF LK

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

the Company are assessing whether the application BRI A REANER 2 FRE %R
of these standards or amendments would bring RBKEATE

any material impact on the consolidated financial
statements of the Group:

HKFRS 2 (Amendment)  Share-based Payment - Vesting ERUBREEN  ARMEAZINzZE
Conditions and Cancellations' FoR(BIA) — BEEMREH
HKFRS 3 (Revised) Business Combinations” BEMBREED  REAH
FE3R (BT
HKFRS 8 Operating Segments' BEBEREER  £EHH
85
HKAS 1 (Revised) Presentation of Financial Statements' B BBERz 25
E1R(EET)
HKAS 23 (Revised) Borrowing Costs' BAGHER fEEMA'
%235 (KE7)
HKAS 27 (Revised) Consolidated and Separate Financial B sHE BARBUMBHRE’
Statements® FT R (EEET)
HK(IFRIC) - Int 11 HKFRS 2 - Group and Treasury BB (AR BB REENE 2R
Share Transactions® fLREZEE) —£ERERRHRS
—2BE1H
HK(IFRIC) - Int 12 Service Concession Arrangements’ BE (AR BT
REREZER)
—2BE12%
HK(IFRIC) - Int 13 Customer Loyalty Programmes” B (EBRYH REBHEES
REREZER)
— 2BF13%
HK(IFRIC) - Int 14 HKAS 19 - The Limit on a Defined b (BIIRa 75 BREHENS19% — RE
Benefit Asset, Minimum Funding BEREZER)  BHEE  sEEeRER
Requirements and their Interaction* —RBE 14T EpA T

Effective for annual periods beginning on or after 1 January

! RZBZNF-A-BREERBZF

2009 Z BRI AR

2 Effective for annual periods beginning on or after 1 July 2 R-IBEZNFLtA— B EBMABZF
2009 E AR

8 Effective for annual periods beginning on or after 1 March 8 R-_ZEZT+F=A—HBxkHEBABZTF
2007 JE BRI AR Ak

¢ Effective for annual periods beginning on or after 1 January 4 R-IEBEZNF—HA— B EBHAKBZF
2008 e S

° Effective for annual periods beginning on or after 1 July ° R-ZBEZENFLtA— B EBMABZF
2008 E AR
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The principal accounting policies applied in REZECAUEREABERAZEE

the preparation of these consolidated financial SEBERESNOT - BREBIEAN
statements are set out below. These policies have ZERRRENNZFMBEEEEERE
been consistently applied to all the years presented, e

unless otherwise stated.

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

The consolidated financial statements have
been prepared under historical cost convention
except for certain financial assets at fair value
through profit or loss and investment properties
which are carried at fair value.

The preparation of consolidated financial
statements in conformity with HKFRSs requires
the use of certain critical accounting estimates.
It also requires management to exercise its
judgement in the process of applying the
Company’s accounting policies.

The Group’s books and records are maintained
in Hong Kong Dollars (“HK$”) as the directors
of the Company control and monitor the
performance and financial position of the Group
in HKS.
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The consolidated financial statements
incorporate the financial statements of the
Company and its subsidiaries made up to 31
December each year.

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

All intra-group transactions, balance, income
and expenses are eliminated in full on
consolidation.

Minority interests in the net assets of
consolidated subsidiaries are presented
separately from the Group’s equity therein.
Minority interests in the net assets consist of
the amount of those interests at the date of the
original business combination and the minority’s
share of changes in equity since the date of
the combination. Losses applicable to the
minority in excess of the minority’s interest in
the subsidiary’s equity are allocated against the
interests of the Group except to the extent that
the minority has a binding obligation and is able
to make an additional investment to cover the
losses.

Revenue from distribution of films is recognised
when video products or master materials of
films are delivered to customers and the title has
passed.

Revenue from sub-licensing of film rights is
recognised upon delivery of master materials of
films to customers.

RERBEHRERBERA T REN
BRAREBEEF T _A=+—H
2 I IEERE o

FAMKBEXEERBRRZE
A ERBEEMAREREHESL
SERBBRFIERTE)FTA
;TIZIJ‘I& 2%

MBRERRS -« &8 WAK
RN &R 6 iR B R BUM S -

FEWEBRRZEERETZD
B R e Ty AN SR B FT (2 #
BmORZ2Y - BEFET 2P
BEBREZSEENRERBEE
HEBZ B RDEBBRERE A6
BRIARFr G 2 28 - @A
ROBERZBRBHRHER
ﬁ%%2$%%$%EZ%$%
EARE ST EEDE -
MAOBRRANRIZE E&

S H BRI A DA 8 8 5 1R R Bk
A 2

BITBEFAMBRFIAERERN
B RSN ETFTREERAA
REEEFZ B ABR o

\

L&%% HITEMMBREENE
FEHEMRNETEPEAR -
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Proceeds from sales of financial assets at fair
value through profit or loss are recognised
when sale and purchase contracts became
unconditional.

Rental income, including rentals invoiced in
advance, from properties under operating lease
is recognised on a straight-line basis over the
period of the respective leases.

Revenue from sales of property held-for-sale
is recognised when legal titles pass to the
buyers and therefore the risks and rewards of
ownership have been transferred to the buyers.

Dividend income from investments is recognised
when the shareholders’ right to receive payment
has been established.

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

Internal and external sources of information
are reviewed at each balance sheet date to
determine whether there is any indication of
impairment of assets, or whether there is any
indication that an impairment loss previously
recognised no longer exists or may have
decreased. If any such indication exists, the
recoverable amount of the asset is estimated.
An impairment loss is recognised whenever
the carrying amount of an asset exceeds its
recoverable amount. An impairment loss is
charged to the income statement in the year in
which it arises, unless the asset is carried at a
revalued amount, when the impairment loss is
accounted for in accordance with the relevant
policy for that revalued asset.
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(i)

(i)

Calculation of recoverable amount

The recoverable amount of an asset is the
higher of its net selling price and value in
use. The net selling price is the amount
obtainable from the sale of an asset in
an arm’s length transaction while value
in use is the present value of estimated
future cash flows expected to arise from
the continuing use of any asset and from
its disposal at the end of its useful life.
Where an asset does not generate cash
inflows largely independent of those from
other assets, the recoverable amount is
determined for the smallest group of asset
that generates cash inflows independently
(i.e. a cash-generating unit).

Reversals of impairment losses

In respect of assets other than goodwill,
an impairment loss is reversed if there
has been change in the estimates used
to determine the recoverable amount. An
impairment loss of goodwill is reversed
only if the loss was caused by a specific
external event of an exceptional nature that
is not expected to recur, and the increase
in recoverable amount relates the reversal
effect of that specific event.

A reversal of impairment losses is limited
to the asset’s carrying amount that would
have been determined had no impairment
loss been recognised in prior years.
Reversals of impairment losses are credited
to the income statement in the year in
which the reversals are recognised.

(i) FTETKEEEE
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Income tax expense represents the sum of the
tax currently payable and deferred tax.

The tax currently payable is based on taxable
profit for the year. Taxable profit is the profit for
the year, determined in accordance with the
rules established by the taxation authorities,
upon which income taxes are payable.

Deferred tax is the tax expected to be payable
or recoverable on differences between the
carrying amount of assets and liabilities in the
financial statements and the corresponding
tax bases used in the computation of taxable
profit, and is accounted for using the balance
sheet liability method. Deferred tax liabilities are
generally recognised for all taxable temporary
differences and deferred tax assets are
recognised to the extent that it is probable that
taxable profits will be available against which
deductible temporary difference can be utilised.
Such assets and liabilities are not recognised if
the temporary difference arises from goodwill (or
negative goodwill) or from the initial recognition
(other than a business combination) of other
assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting
profit.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investment
in subsidiaries and associates, except where
the Group is able to control the reversal of the
temporary difference and it is probable that
the temporary difference will not reverse in the
foreseeable future.

The carrying amount of deferred tax assets
is reviewed at each balance sheet date and
reduced to the extent that it is no longer
probable that sufficient taxable profits will be
available to allow all or part of the asset to be
recovered.
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Deferred tax is calculated at the tax rates that
are expected to apply in the period when the
liability is settled or the asset realised. Deferred
tax is charged or credited in the income
statement, except when it relates to items
charged or credited directly to equity, in which
case the deferred tax is also dealt with in equity.

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

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

Depreciation is provided to write off the cost
of property, plant and equipment, using the
straight-line method, over their estimated useful
lives. The principal annual rates are as follows:

Leasehold improvements 33.3%
Office equipment 20%
Motor vehicles 20%
Furniture and fixtures 15%
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The gain or loss arising from disposal of
property, plant and equipment is determined as
the difference between the net sale proceeds
and the carrying amount of the relevant asset
and is recognised in the income statement in
the year the asset is derecognised.

On initial recognition, investment properties
are measured at cost, including any directly
attributable expenditure. Subsequent to
initial recognition, investment properties are
measured using the fair value model. Gains or
losses arising from changes in the fair values of
investment properties are included in the income
statement in the year in which they arise.

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

A subsidiary is an enterprise controlled by the
Company. Control exists when the Company has
the power, directly or indirectly, to govern the
financial and operating policies of an enterprise
so as to obtain benefits from its activities. In
the Company’s balance sheet, investments in
subsidiaries are stated at cost less provision for
impairment losses. The results of subsidiaries
are accounted for by the Company on the basis
of dividends received and receivable.
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Goodwill arising on an acquisition of a subsidiary
or an associate represents the excess of the
cost of acquisition over the Group’s interest
in the fair value of the identifiable assets,
liabilities and contingent liabilities of the
relevant subsidiary or associate at the date of
acquisition. Such goodwill is carried at cost less
any accumulated impairment losses.

Capitalised goodwill arising on an acquisition
of a subsidiary is presented separately in the
balance sheet. Capitalised goodwill arising on
an acquisition of an associate is included in the
cost of the investment of the relevant associate.

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

On subsequent disposal of a subsidiary or an
associate, the attributable amount of goodwill
capitalised is included in the determination of
the amount of profit or loss on disposal.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(i)

(k)

Inventories

Inventories on stock of properties, which are
held for trading, is stated at the lower of cost
and net realisable value. Net realisable value
is determined by reference to sale proceeds
received after the balance sheet date less selling
expenses, or by management estimates based
on the prevailing market conditions.

Financial instruments

The Group classifies its investment in securities
in the following categories depends on the
purpose of such investment were acquired.
Management determines the classification of
its investments at initial recognition and re-
evaluates this designation at every reporting
date.

(i) Financial assets at fair value through
profit or loss
A financial asset is classified in this
category if acquired principally for the
purpose of selling in the short term or if so
designated by management. Assets in this
category are classified as current assets
if they are either held for trading or are
expected to be realised within 12 months
of the balance sheet date.
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PR R ML

4. SUMMARY OF SIGNIFICANT 4.
ACCOUNTING POLICIES (Continued)

TESHBERBE#E)

(k) Financial instruments (Continued) (k) €@TRE)
(i) Loans and receivables (i) B REWE

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. They arise when the Group
provides money, goods or services directly
to a debtor with no intention of trading the
receivable. They are included in current
assets, except for maturities greater than
12 months after the balance sheet date.
These are classified as non-current assets.
Loans and receivables included loan
receivables, convertible notes receivables
and trade receivables.

(iii) Available-for-sale financial assets

Available-for-sale financial assets are non-
derivative that are either designated in
this category or not classified in any of
the other categories. They are included in
non-current assets unless management
intends to dispose of the investment within
12 months of the balance sheet date.
Available-for-sale financial assets included
club membership.
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Purchases and sales of investments are
recognised on trade-date — the date on which
the Group commits to purchase or sell the
investments. Investments are initially recognised
at fair value plus transaction costs for all
financial assets not carried at fair value through
profit or loss. Investments are derecognised
when the rights to receive cash flows from
the investments have expired or have been
transferred and the Group has transferred
substantially all risk and rewards of ownership.
Available-for-sale financial assets and financial
assets at fair value through profit or loss are
subsequently carried at fair value. Available-
for-sale financial assets which fair values could
not be determined are carried at cost less
accumulated impairment. Loans and receivables
and held-to-maturity investments are carried at
amortised cost using effective interest method.
Realised and unrealised gains and losses arising
from changes in the fair value of the financial
assets at fair value through profit or loss
category are included in the income statement
in the year in which they arise. Unrealised gains
and losses arising from changes in the fair
value of non-monetary securities classified as
available-for-sale financial assets are recognised
in equity. When securities classified as available-
for-sale financial assets are sold or impaired, the
accumulated fair value adjustments are included
in the income statement as gains or losses from
investments in securities.

The fair values of quoted investments are based
on current bid prices. If the market for a financial
asset is not active (and for unlisted securities),
the Group establishes fair value by using
valuation techniques. These include the use
of recent arm’s length transactions, reference
to other instruments that are substantially the
same, discounted cash flow analysis, and option
pricing models refined to reflect the issuer’s
specific circumstances.
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The Group assesses at each balance sheet
date whether there is objective evidence that
a financial asset or a group of financial assets
is impaired. In the case of equity securities
classified as available-for-sale financial assets, a
significant or prolonged decline in the fair value
of the security below its cost is considered in
determining whether the securities are impaired.
If any such evidence exists for available-for-
sale financial assets, the cumulative loss
— measured as the difference between the
acquisition cost and the current fair value, less
any impairment loss on that financial asset
previously recognised in the income statement
— is removed from equity and recognised in
the income statement. Impairment losses
recognised in the income statement on equity
instruments are not reversed through the income
statement.

Trade and other receivables are recognised
initially at fair value and subsequently measured
at amortised cost using the effective interest
method, less provision for impairment. A
provision for impairment of trade and other
receivables is established when there is
objective evidence that the Group will not be
able to collect all amounts due according to
the original terms of receivables. The amount
of the provision is the difference between the
asset’s carrying amount and the present value
of estimated future cash flows, discounted at
the effective interest rate. The amount of the
provision is recognised in the income statement.
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4. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

(m) Cash and cash equivalents

(n)

Cash and cash equivalents include cash in
hand, deposits held at call with banks, other
short-term highly liquid investments with original
maturities of three months or less, and bank
overdrafts. Bank overdrafts are shown within
borrowings in current liabilities on the balance
sheet.

Borrowings

Borrowings are recognised initially at fair value,
net of transaction costs incurred. Transaction
costs are incremental costs that are directly
attributable to the acquisition, issue or disposal
of a financial asset or financial liability, including
fees and commissions paid to agents, advisers,
brokers and dealers, levies by regulatory
agencies and securities exchanges, and transfer
taxes and duties. Borrowings are subsequently
stated at amortised cost; any difference
between the proceeds (net of transaction
costs) and the redemption value is recognised
in the income statement over the period of the
borrowings using the effective interest method.
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Leases are classified as finance leases when
the terms of the lease transfer substantially all
the risks and rewards of ownership of the assets
concerned to the Group. Assets held under
finance leases are capitalised at the lower of
fair values or the present value of the minimum
lease payments. The corresponding liability to
the lessor, net of interest charges, is included in
the balance sheet as a finance lease obligation.
Finance costs are charged to the income
statement over the term of the relevant lease so
as to produce a constant periodic rate of charge
on the remaining balance of the obligations for
each accounting period.

All other leases are classified as operating
leases and the annual rentals are charged to the
income statement on a straight-line basis over
the relevant lease term.

(i) Functional and presentation currency
ltems included in the accounts of Group
are measured using the currency of the
primary economic environment in which the
entity operates (the functional currency).
The financial statements are presented in
Hong Kong dollars (“HK$”).

(ii) Transactions and balances

Foreign currency transactions are
translated into the functional currency using
the exchange rates prevailing at the dates
of the transactions. Foreign exchange gains
and losses resulting from the settlement of
such transactions and from the translation
at year-end exchange rates of monetary
assets and liabilities denominated in foreign
currencies are recognised in the income
statement, except when deferred in equity
as qualifying cash flow hedges or qualifying
net investment hedges.
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(i)

(iii)

Transactions and balances (Continued)

Translation differences on non-monetary
items, such as equity instruments held
at fair value through profit or loss, are
reported as part of the fair value gain
or loss. Transaction difference on non-
monetary items, such as equities classified
as available-for-sale financial assets, are
included in the fair value reserve in equity.

Group companies

The results and financial position of all
the Group entities (none of which has the
currency of a hyperinflationary economy)
that have a functional currency different
from the presentation currency are
translated into the presentation currency as
follows:

(a) assets and liabilities for each balance
sheet presented are translated at the
closing rate at the date of that balance
sheet;

(b) income and expenses for each income
statement are translated at average
exchange rates (unless this average
is not a reasonable approximation
of the cumulative effect of the rates
prevailing on the transaction dates,
in which case income and expenses
are translated at the dates of the
transactions); and

(c) all resulting exchange differences are
recognised as a separate component
of equity.
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Goodwill and fair value adjustments arising on
the acquisition of a foreign entity are treated as
assets and liabilities of the foreign entity and
translated at the closing rate.

(i)

(i)

Bonuses

The Group recognises a liability for
bonuses when there is a contractual
obligation and the amount can be
estimated reliably.

Retirement benefit obligations

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

Under the MPF Scheme, the employer and
its employees are each required to make
contributions to the scheme at 5% to 10%
of the employees’ relevant income, with the
employees’ contributions subject to a cap
of monthly relevant income of HK$20,000.
The Group’s contributions to the MPF
Scheme are expensed as incurred. 5% of
relevant income vests immediately upon the
completion of service in the relevant service
period, while the remaining portion vests
in accordance with the MPF Scheme’s
vesting scales. Where employees leave the
MPF Scheme prior to the full vesting of the
employer’s contributions, the amount of
forfeited contributions is used to reduce
the contributions payable by the Group.
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(iii) Share-based compensation

The fair value of the employee services
received in exchange for the grant of the
share options and restricted share awards
is recognised as an expense in the income
statement.

The total amount to be expensed over the
vesting period is determined with reference
to the fair value of the share options and
restricted share awards granted. At each
balance sheet date, the Company revises
its estimates of the number of share
options that are expected to become
exercisable and the number of restricted
share awards that become vested. It
recognises the impact of the revision of
original estimates, if any, in the income
statement, and a corresponding adjustment
to equity in the balance sheet will be made
over the remaining vesting periods.

The proceeds received, net of any directly
attributable transaction costs, are credited
to share capital and share premium
accounts when the share options are
exercised and when the restricted share
awards are vested.
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A contingent liability is a possible obligation that
arises from past events and whose existence
will only be confirmed by the occurrence or
non-occurrence of one or more uncertain
future events not wholly within the control of
the Group. It can also be a present obligation
arising from past events that is not recognised
because it is not probable that outflow of
economic resources will be required or the
amount of obligation cannot be measured
reliably. A contingent liability is not recognised
but is disclosed in the notes to the financial
statements. When a change in the probability of
an outflow occurs so that outflow is probable,
they will then be recognised as a provision.

A contingent asset is a possible asset that
arises from past events and whose existence
will be confirmed only by the occurrence or
non-occurrence of one or more uncertain future
events not wholly within the control of the
Group. A contingent asset is not recognised
but is disclosed in the notes to the financial
statements when an inflow of economic benefits
is probable. When inflow is virtually certain, an
asset is recognised.

Parties are considered to be related if one party
has the ability, directly or indirectly, to control
the other party or exercise significant influence
over the other party in making financial and
operating decisions. Parties are also considered
to be related if they are subject to common
control or common significant influences. A
transaction is considered to be a related party
transaction when there is a transfer of resources
or obligations between related parties.
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Financial guarantees are contracts that require
the issuer (i.e. the guarantor) to make specified
payments to reimburse the beneficiary of the
guarantee (the “holder”) for a loss the holder
incurs because a specified debtor fails to make
payment when due in accordance with the
terms of a debt instrument.

Where the Group issues a financial guarantee,
the fair value of the guarantee (being the
transaction price, unless the fair value can
otherwise be reliably estimated) is initially
recognised as deferred income within creditors
and accruals. Where consideration is received
or receivable for the issuance of the guarantee,
the consideration is recognised in accordance
with the Group’s policies applicable to that
category of asset. Where no such consideration
is received or receivable, an immediate expense
is recognised in the income statement on initial
recognition of any deferred income.

Provisions are recognised when the Group
has a present obligation as a result of a past
event, and it is probable that the Group will be
required to settle that obligations. Provisions are
measured at the directors’ best estimate of the
expenditure required to settle the obligation at
the balance sheet date, and are discounted to
present value where the effect is material.
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Estimates and judgements are continually evaluated
and are based on historical experience and other
factors, including expectations of future events
that are believed to be reasonable under the
circumstances.

The Group makes estimates and assumptions
concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related
actual results. The estimates and assumptions
that have a significant risk of causing a material
adjustment to the carrying amounts of assets and
liabilities within the next financial year are discussed
below.

The Group performs annual tests on whether
there has been impairment of goodwill in
accordance with the accounting policy stated
in note 4(i) to the financial statements. The
recoverable amounts of cash-generating units
have been determined based on value-in-
use calculations. These calculations require
the use of estimates and assumptions made
by management on the future operation of
the business, pre-tax discount rates, and
other assumptions underlying the value-in-use
calculations. Information about the assumptions
and the risk factors on impairment of goodwill
are stated in note 19 to the financial statements.
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The aged debt profile of trade debtors is
reviewed on a regular basis to ensure that the
trade debtor balances are collectible and follow
up actions are promptly carried out if the agreed
credit periods have been exceeded. However,
from time to time, the Group may experience
delays in collection. Where recoverability of
trade debtor balances are called into doubts,
specific provisions for impairments are made
based on credit status of the customers, the
aged analysis of the trade receivable balances
and write-off history. Certain receivables may be
initially identified as collectible, yet subsequently
become uncollectible and result in a subsequent
write-off of the related receivable to the income
statement. Changes in the collectibility of trade
receivables for which provisions are not made
could affect our results of operations.

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

E]Ii%ﬁ%% Bﬁ-ﬁI For the year ended 31 December 2007 HE=TZE+tF+=-A=1+—HILFE

5. CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS (Continued)

(d) Estimate of fair values of investment
properties
As described in note 17 to the financial
statements, the investment properties were
revalued at the balance sheet date on market
value basis by reference to independent
professional valuations. Such valuation was
based on certain assumptions, which are
subject to uncertainty and might materially
differ from the actual results. In making the
judgement, the Group considers information
from current prices in an active market for
similar properties and uses assumptions that
are mainly based on market conditions at each
balance sheet date.

6. BUSINESS AND GEOGRAPHICAL
SEGMENTS

Business segments

For management purposes, the Group is currently
organised into four operating divisions, namely
distribution, sub-licensing, sales of financial assets
and property investment. These divisions are
the basis on which the Group reports its primary
segment information.

Principal activities are as follows:

Distribution Distribution of films

Sub-licensing Sub-licensing of film rights

Sales of financial assets  Sales of financial assets at
fair value through profit
or loss

Property investment Leasing of rental
properties

5. BG4 R FIE &)

(d) REWRzZ DA FEME

MRS REMI 17 P - E
MEDRBEB L EXEABEMNE
BEHZREMERESHEE B
BHEDNRES TEREZET
WERDETHERZANgH
EREREEAER - £1ELH
- NEBEEEEUMEER
ERMBZRITERERRFEE
FTERESELERMREL
2R e

6. EBIHRBESD IR

EB5T

REEMS  AEEBREBH BET -
WIREITE - HESREERYER
EMESEDT - AEESRERS
HEISB/EIBHBEH -

FEEBWT :

E0 BITER
BIREITE BREFRITE
HESREE HERAQYE
AFARBERZ
TRBE
MERE HERBE2YE
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Notes to the Financial Statements
For the year ended 31 December 2007 BE=—TZ+F+=-A=+—HIFE

PR AR L

6. BUSINESS AND GEOGRAPHICAL 6.
SEGMENTS (Continued)

EBo MR ESD I (E)

X&)
BHE_ZT+FR-_FTF+A
—t+—HLEFEEBAZEER 2
BREZ5HT o

Business segments (Continued)

Segment information about these businesses for
the years ended 31 December 2007 and 2006 is
presented below.

BE_FFtFL+-A=F+—HIF

Consolidated income statement for the year

ended 31 December 2007 Viged a=d &k
Sales of
Sub- financial Property
Distribution licensing assets  investment Consolidated
BT  EBRETE HESHEE NERE Ge
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
&7 TE7 A7 &7 &7
Turnover ] - - 35,822 2,917 38,739
Segment results before R EBREBRES
impairment loss BunHZE
recognised in respect of
goodwill - - 1,722 45,912 53,634
Impairment loss recognised  © AR ERERE
in respect of goodwill - - - (37,828) (37,828)
Segment results PEEE - 1,722 8,084 15,806
Unallocated corporate Kok EENE
income 110,161
Unallocated corporate KAEEERY
expenses (67,623)
Profit from operations R 58,344
Finance costs BEBRA (19,494)
Profit before taxation BB ATR A 38,850
Taxation ] (13,156)
Profit for the year REE AR A ME
attributable to equity BEAEEER
holders of the Company 25,694
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PR AR L

For the year ended 31 December 2007 BE=—TZ+F+=-A=+—HIFE

6. BUSINESS AND GEOGRAPHICAL

SEGMENTS (Continued)

6. EBoWRMBEDHE)

Business segments (Continued) X DIp(E)
Consolidated balance sheet at R-BELFL-A=1+—HZ
31 December 2007 HREKEAEBEX
Sales of
Sub- financial Property
Distribution licensing assets  investment Consolidated
BT  EBRETE HESHEE NERE me
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
&7 & tEr A% A7
Assets EE
Segment assets DEEE 738 11,264 4,509 1,021,270 1,037,781
Unallocated corporate Kk EEEE
assets 504,671
Consolidated total GEEENAME
assets 1,542,452
Liabilities aff
Segment liabilities HHAR - 2,669 718 55,660 59,047
Unallocated corporate Kk EEEE
liabilities 433,429
Consolidated total GRERER
liabilities 492,476
Other segment information for the year ended BE —_EFLFF_F=+—HIF
31 December 2007 EZRM7EEH
Sales of
Sub- financial Property
Distribution licensing assets  investment Consolidated
BT  ERERTE HECHEE NERE )
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
Té7n Fér Fir FiEr Té7n
Capital expenditures EXREX 17 - - 121,850 121,867
Depreciation & 563 - - 595 1,158
Impairment losses EHRAREER
recognised - - - 37,837 37,837
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Ejiﬁﬁﬁ Bﬁi For the year ended 31 December 2007 HZE_ZZTtF+_A=1+—HIFE

6. BUSINESS AND GEOGRAPHICAL 6. ¥ RIBEDIFE)
SEGMENTS (Continued)

Business segments (Continued) HEESER(E)
Consolidated income statement for the year BE_—_EENFL+-H=+—H
ended 31 December 2006 I FEZHRE W
Sales of
Sub- financial Property
Distribution licensing assets investment  Consolidated
B ERRTE HESRAE NERE )
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AT AT AT FET AT
Turnover L] 164 200 15,229 1,883 17,476
Segment results PHEE 4,068
Unallocated corporate KA TEERA
income 11,259
Unallocated corporate KO EEERR
exXpenses (26,811)
Loss from operations LEER (11,484)
Finance costs BEEH (9,615)
Loss before taxation BRAIER (21,009)
Taxation BB (195)
Loss for the year REFARD AR
attributable to equity BEANELER
holders of the Company (21,294)
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Ejiﬁiﬁﬁ Bﬁ% For the year ended 31 December 2007 HE=-TT+tF+=-A=1+—HILFE

6. BUSINESS AND GEOGRAPHICAL 6. ¥ RIBEDIFE)
SEGMENTS (Continued)

Business segments (Continued) HEESER(E)
Consolidated balance sheet at R-EENFL=-/F=+—HZ
31 December 2006 HREKEARBX
Sales of
Sub- financial Property
Distribution licensing assets investment  Consolidated
B BRETE  HEeRAE NERE )
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
AT AT TET TET TET
Assets EE
Segment assets NHEE 804 7593 32,156 815,360 855,913
Unallocated corporate assets k2 EEEEE 66,315
Consolidated total assets SABEME 922,228
Liabilities af
Segment liabilities PHERE - 3,051 367 50,972 54,390
Unallocated corporate FOREEAR
liabilities 464,306
Consolidated total RRAEAR
liabilities 518,696
Other segment information for the year ended BZE_EEANFL-_HA=1—HIF
31 December 2006 EZEMD sEE#
Sales of
Sub- financial Property
Distribution licensing assets investment  Consolidated
B ERETE  HEeRAE NERE )
HK$'000 HK$'000 HK$'000 HK$000 HK$’000
FET AT FAT TAT TET
Capital expenditures BEARY 1115 - 23 15,870 17,008
Depreciation Vil 143 1 468 40 652
Impairment losses ERRAEER
recognised 1,195 - - - 1,195
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E]Ii%ﬁ%% Bﬁ-ﬁI For the year ended 31 December 2007 HE=TZE+tF+=-A=1+—HILFE

6. BUSINESS AND GEOGRAPHICAL 6. ¥XoBRiEEDI(E)
SEGMENTS (Continued)

Geographical segments HhE D H
The Group mainly operates in Hong Kong, Macau AEBFBEBMRES B RF
and The People’s Republic of China (the “PRC”). The EARKMB(THE]) - TRAEXE
following table provides an analysis of the Group’s EizitmmiBEl o o EEB R EE
turnover and segment results by geographical B (T Em MR HRH) < 4T °
market, irrespective of the origin of goods and
services.
Turnover Segment results
X DS
2007 2006 2007 2006

“RRLF —TTRF ZBBLE —TTRHE
HK$’000 HK$’000 HK$’000 HK$’000

FET F/ET FET FET
Hong Kong and Macau BB NRM 35,822 15,393 7,722 1,842
The PRC H 2,917 2,083 8,084 2,226

38,739 17,476 15,806 4,068
The following is an analysis of the carrying amounts UTAEBREERBENMEMESITZ
of segment assets and segment liabilities, capital SEEERDTABEERE - B4AH
expenditures and depreciation, analysed by Y RITE
geographical area in which the assets and liabilities
located:

Segment assets Segment liabilities Capital expenditures Depreciation
THEE ABEE BXRX e

2007 2006 2007 2006 2007 2006 2007 2006
SRRLE ZETNF CERLF ZTTF CRRLE ZTTF CRBtE ZETAR
HK$'000 ~ HK$'000 HK$'000  HKS'000  HKS$'000  HKS'000  HK$'000  HK$'000

fér  FEr  FEx  TEr  TEx  TEr TR TEx

Hong Kong and BB RRM

Macau 5,247 32,960 718 367 17 1,138 563 611
The PRC i 1,032,534 822953 58,329 54023 121,850 15,870 595 4
1,087,781 866,913 59,047 54,300 121,867 17,008 1,158 662
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PR R M EE

For the year ended 31 December 2007 BE=—TZ+F+=-A=+—HIFE

7. TURNOVER 7. EEE
2007 2006
—EELEF “ETREF
HK$°000 HK$’000
FET FET
Distribution of films BITER - 164
Sub-licensing of film rights EREEITE - 200
Sales of financial assets at fair HERAFEFAEBRR
value through profit or loss ZEBEE 35,822 15,229
Rental income HeWA 2,917 1,883
38,739 17,476
8. OTHER REVENUE AND OTHER INCOME 8. HmZREMEA
2007 2006
—EEEHF TETX
HK$’000 HK$’000
FET FET
Other revenue Hpur s
Dividend income from financial BATEFABRRZE
assets at fair value through profit ~ R&EE Z R B WA
or loss 78 754
Interest income on bank deposits  R1TFER 2 EW A 2,990 4,314
Sundry income I A 137 631
3,205 5,699
Other income Hapg A
Waiver of secured bank loan HNoe BRI ERFE
interest 106,956 —
Unrealised gain on change in fair R AFEFABGZERZ®
value of financial assets at fair MEEZAFEEZESH 2
value through profit or loss RNEER W - 5,360
Reversal of accruals in previous BoArFERETER
years - 200
106,956 5,560
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Eji%ﬁéé Bﬁ-ﬁI For the year ended 31 December 2007 HE=TZE+tF+=-A=1+—HILFE

9. PROFIT/(LOSS) FROM OPERATIONS 9. RERF / (FE)
2007 2006
—ETtF ZETRF
HK$°000 HK$°000
FET FET
Profit/(loss) from operations has &% % / (E518) 240
been arrived after charging/ B/ (GFA)TFI&IE -
(crediting):
Auditors’ remuneration ZEETEN & 600 600
Cost of inventories sold EEFEKAR - 89
Depreciation of property, plant and % - BB MR EHEITE
equipment 1,158 652
Impairment loss recognised in EERE S EWRFIBERE
respect of trade receivables BB 9 1,050
Impairment loss recognised in ERRELEITEERESR
respect of film right deposits BE51E - 14
Impairment loss recognised in B RN RIEREEE
respect of prepayments - 131
Loss on disposal of property, plant HEWE - BE RBEE
and equipment B 3 1,956
Operating lease rental in respect ~ FEYWE 2 ELHANHEE
of rented premises 2,315 1,710
Share-based payment expenses in 7B B RS AR D FE X 52
respect of consultancy services N2Rx 6,370 =
Staff costs including directors’ BIXAKN(BIEZEEMH
emoluments &)
— Salaries — He 8,349 7,258
— Contribution to retirement — RINEAFT B
benefits scheme 114 117
— Share-based payment — AL
expenses Z X 25,912 —
34,375 7,375
Unrealised gain on change in fair R AFEFABRERZ
value of financial assets at fair CREEZ AT EEE
value through profit or loss ZAREE W - (5,360)
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E'ﬁ%#ﬁﬁ MT.I.-ELI For the year ended 31 December 2007 HE=TZE+tF+=-A=1+—HILFE

10. FINANCE COSTS 10. MEEH
2007 2006
—ETtF ZTTREF
HK$°000 HK$’000
FET FHET
Interest expenses on borrowings AR AFEANBREERE 2 15
wholly repayable within five EMERX :
years:
— loan payable — ERER - 100
— secured bank loans — BERBITER 19,494 9,515
19,494 9,615
11. DIRECTORS’ EMOLUMENTS 11. EEM S
The board of directors of the Company is currently EXeHHMBRTESR =B
composed of two executive directors and three FEMITESAN °
independent non-executive directors.
The aggregate amount of emoluments payable to FRAERNARARITEE M BER
the directors of the Company during the year was 360,000 L(=ZZEZ;XF :360,000
HK$360,000 (2006: HK$360,000). The remuneration BIL) HE_ZEZEL+FR_ZTZEAXR
of each director for the years ended 31 December F+-_A=+—HILFE BELESE
2007 and 2006 is as below: ZEBT

Mandatory Share-based payment

Fees Salaries and bonuses provident fund expenses Total
ok FERTA BHENES DRAFAZM 2B &t

2007 2006 2007 2006 2007 2006 2007 2006 2007 2006

ZRRLE CTTNF CBRRLE CTTSF CRRLE CTTAF ZERLE CIENF CBBLE _ITNE

HK$’000 HK$'000 HK$000 HK$'000 HK$’000 HK$'000 HKS$’000 HK$'000 HK$'000 HK$'000

Name of director Bt Fér  TEr  FEx  TEr  FExr  TEr  TEr  TEr  FEr  TER

Mr. Heung Wah Keung ~ mIEB%4E - - - = - - - - - _
Ms. Chen Ming Yin, BREAZE

Tiffany - - - - - - - - - -
Mr. Tang Chak Lam, HEMEE

Gilbert 120 120 - = - = - = 120 120
Mr. Ho Wai Chi, Paul IR E%4 120 120 - = - = - = 120 120
Mr. Lien Wai Hung EREEE 120 120 - = - = - = 120 120

360 360 - = - = - = 360 360
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Eji%ﬁéé Bﬁ-ﬁI For the year ended 31 December 2007 HE=TZE+tF+=-A=1+—HILFE

12. FIVE HIGHEST PAID INDIVIDUALS 12. AEBEHFAL
The emoluments paid to the five highest paid FAENTASEREEZSHALZ
individuals of the Group during the year were as ST
follow:
2007 2006
—EELF ZETRF
HK$°000 HK$’000
FET T
Salaries and other allowances Fre RHE MR 4,773 4,545
Contributions to retirement RIKEFIF IR
benefits scheme 48 48
Share-based payment expenses AR FERA LM 2 X 7,289 —
12,110 4,593
None (2006: Nil) of the five highest paid individuals REBREZGEEHFATHITE(ZZ
of the Group was the director of the Company. Their TRF E)ARBZEE - FEZ
emoluments were within the following bands: e M FATEERE

Number of employees

EEAR
2007 2006
—ERLE “EENE
Nil - HK$1,000,000 T % 1,000,000 87T - 3
HK$1,000,001 - HK$1,500,000 1,000,001 /87T £ 1,500,000/ 7T - 1
HK$1,500,001 - HK$2,000,000 1,500,001 87T £ 2,000,000/ 7T 1 1
HK$2,000,001 - HK$2,500,000 2,000,001 %L ZE 2,500,0008 7T 3 =
HK$3,500,001 - HK$4,000,000 8,500,001 770 % 4,000,000 1T 1 -
During the year, no emoluments were paid by the FER o ANEBWE A E S ST A
Group to the directors as an inducement to join & fEAIMANEE 2 12E) ok BB i
or upon joining the Group or as compensation for g o W EBEERERNRETMEE -
loss of office. None of the directors has waived any
emoluments during the year.
13. TAXATION 13. Hi1E
2007 2006
—EBELHF —ETRF
HK$°000 HK$’000
FET T
Deferred taxation (note 32) EERIA(f7E 32) 13,156 195
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Eji%ﬁéé Bﬁ-ﬁI For the year ended 31 December 2007 HE=TZE+tF+=-A=1+—HILFE

13. TAXATION (Continued) 13. BB (&)

No provision for Hong Kong Profits Tax or the PRC HARAR R A EGET BRI RFISHE
Corporate Income Tax has been made for the years fhat FERR & N B B A A il 51 A 18 S
ended 31 December 2007 and 2006 as the Group BEREHE  HEEZE_ZETEFR-
either has no estimated assessable profits or its TE+F+ A=+ HLEFELE
estimated assessable profits are wholly absorbed by MBEBFER KPR EMEHIED
the estimated tax losses brought forward. R o

The taxation for the year can be reconciled to the FR - AJEEENERAZBREANR
profit/(loss) before taxation per the consolidated F/(BER)EEREZBEBERAT :

income statement as follows:

2007 2006
—EELF “ETRF
HK$°000 % HK$'000 %
FET B FET A
Profit/(loss) before BREATRA / (&
taxation 1) 38,850 (21,099
Taxation at income tax RATEHN =
rate of 17.5% 17.5% 825
15 6,799 17.5 (8,692) 17.5
Effect of different tax rates W E M FERER K
of subsidiaries operating  &[B A 7[R
in other jurisdiction MEzZE 11,944 30.7 — —
Tax effect of income TERTE BRI R A
that is not taxable in EENEIESTT N
determining taxable BT E
profit (9,809) (25.2) (10,628) 50.4
Utilisation of tax BABETAER
losses previously not ZHIBERE
recognised (17,700) (45.5) — —
Tax effect of expenses TR TE FE SR Bt 4 A
that are not deductible A AT IR S
in determining taxable ZRBRE
orofit 6,620 17.0 1,833 (8.7)
Tax losses not yet AERTIBER
recognised 2,146 5.5 12,487 (59.2)
Increase in deferred tax ~ ¥EERI B AN 13,156 33.9 195 (0.9)
Taxation charge for the AEEHEL M
year 13,156 33.9 195 (0.9)
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The calculation of the basic and diluted earnings/
(loss) per share is based on the following data:

Profit/(loss) attributable to equity —~ RetEEREARN #5287
holders of the Company for the / (E18) BFTAZ AR

purposes of basic and diluted B ARG T/ (&
earnings/(loss) per share #)

Number of ordinary shares EBREE

Weighted average number of RETESRERREERT
ordinary shares for the purposes  / (E518) BFFTA 2 Ei@A%
of basic and diluted earnings/ AN 8L

(loss) per share

The weighted average number of ordinary shares for
the year ended 31 December 2006 for the purposes
of basic and diluted loss per share has been adjusted
to take into the effect of the share consolidation that
became effective on 21 May 2007. Details of the
share consolidation are set out in note 26(i) to the
financial statements.

Diluted earnings/(loss) per share for the years ended
31 December 2007 and 2006 were the same as
the basic earnings/(loss) per share. The Company’s
outstanding share options were not included in
the calculation of diluted earnings/(loss) per share
because the effect of the Company’s outstanding
share options was anti-dilutive.

The directors of the Company do not recommend
the payment of any dividend for the year ended 31
December 2007 (2006: nil).
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2007 2006
—EELE  —TTHF
HK$’000 HK$'000
FHAT FET
25,694 (21,294)
’000 ‘000

FH TR
1,029,407 648,434

BE-TTAET-A=t—ALS
RS S S RER RIE A 5 A
Z WEBAETFHBE (FH 8% - 5L
HAR-BRLERA=T— AR
ZRBAGZHE - R AGEER

B 755 ¥R 2R BT °E 26(i) ©
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Ejiﬁiﬁﬁ Bﬁ% For the year ended 31 December 2007 HE=TT+F+=-A=1+—HILFE

16. PROPERTY, PLANT AND EQUIPMENT 16. 1% - BEREE
The Group AEH
Furniture
Leasehold Office Motor and
improvements equipment vehicles fixtures Total
BENELE BOERE RE BRREE &zt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AT AT AT TET AT
Cost KA
At 1 January 2006 RZEE E-A-H 2175 4,07 1,633 2128 10,007
Additions HE 1,115 4 - - 1,156
Acquisition of a subsidiary WERBAR - 1,926 - - 1,926
Disposals ik (909) (5,297) = (1,030) (7,236)
Exchange alignments AR - 20 - - 20

At 31 December 2006 and R-ZERE

at 1 January 2007 tZR=+-8k

“ES+F-R-H 2,381 761 1,633 1,098 5,873
Additions NE - 4907 - - 4,907
Disposals e - (562) (376) - (938)
Exchange alignments BB - 8 - - 8
At 31 December 2007 R-B2tE

+=A=1+-H 2,381 5114 1,257 1,098 9,850
Accumulated depreciation ~ Z3t#7E
At 1 January 2006 R-2E 5-f—-H 1,957 2,709 787 1,136 6,589
Charge for the year RERER 223 155 169 105 652
Acquisition of a subsidiary DE- N - 1,446 - - 1,446
Elimination on disposals I E R 3 (879) (3,831) - (576) (5,280)
Exchange alignments AR - (2) - - 2)

At 31 December 2006 and R-EERE

at 1 January 2007 t-A=+-Ak

“2R+E-F-H 1307 477 956 665 3,405
Charge for the year RERER 358 608 127 65 1158
Elimination on disposals ERHE - (423) (292) - (715)
Exchange alignments AR - 2 - - 2
At 31 December 2007 R-BBLE

+=A=t+-H 1,665 664 791 730 3,850
Net book value REFE
At 31 December 2007 RZBBLE

+=A=t-H 716 4,450 466 368 6,000
At 31 December 2006 RZEERE

+-A=1-H 1,074 284 677 433 2,468
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At 1 January K—H—H
Acquisition of a subsidiary W BB A A

Additions INE

Exchange alignments ME 5 R B
Transfer from inventories EHREATE
Increase in fair value recognised FallmixPEER
in the consolidated income =R
statement
At 31 December B+=—A=+-—H

The fair value of the Group’s investment properties
at 31 December 2007 have been arrived at on the
basis of a valuation carried out on that date by DTZ
Debenham Tie Leung Limited, independent qualified
professional valuers not connected with the Group.
DTZ Debenham Tie Leung Limited is a member of
the Hong Kong Institute of Valuers, has appropriate
qualifications and recent experiences in the valuation
of similar properties in the relevant locations. The
valuation, which conforms to International Valuation
Standards, were arrived at by reference to market
evidence of transaction prices for similar properties.

The fair value of investment properties shown above
comprise:

2007 2006
—ETLEF —FERF
HK$’000 HK$’000
FET 8T
678,000 =
- 641,982
101,347 15,852
48,637 19,576
15,613 =
NS
43,853 590
887,450 678,000

AEEREMENR_ZTTLF+ A
=t+—HNAFE  JHHENEER
BEENE YA EREXAEMERE
ROTBRABNRE BAETHE - B
ROBBRABDRBENEMRAES
& EBEEEE XERIOHAME
BRI R EE - BREAMETD
EREERGEEENLSERBEYEN

PR EYER 2 A HERE

Outside Hong Kong
Long-term leases
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2007 2006
—EBLE  CTTAF
HK$’000 HK$’000
FET FET
887,450 678,000



All of the Group’s property interests held under REBFTA QLA A BRI £ 3%

operating leases to earn rentals or for capital REERBRENMFEAEZYEER
appreciation purpose are measured using the fair RAQNFERNGE  UHEAKRE
value model and are classified and accounted for as E YN X

investment properties.

Certain of the Group’s investment properties of REEHEFTREMZEL 852,081,000
approximately HK$852,081,000 have been pledged BTOEMURSEFRER ZRTT
to secure banking facilities granted to the Group. BE

The following table sets forth the Group’s investment TREIAEBR _ZZLF+ A
properties as at 31 December 2007: =t+—BZREWME

Approx. gross
floor
area(square Category
meter) of the Group
Location BIABEHEEE Usage lease term interest
ih B (EHK) AR HHEE R rEBEER

bR TRk R B B 95k 40,222.66 Retail, apartment Long 96.7%
Main Building and car parking £ Hf
1/F., 2/F, & ABREES
3/F. = 19/F,,

Units Nos. 1507, 1606,
1610, 1611, 1710, 1711,
1801, 1811, 1906 and
1907 and

146 Car Parking
Spaces at B1 — B3

b T R R B B PR AT 955%
FE1E 218 3EE1012
1507~1606+1610-1611"
1710~1711-1801-1811"
1906 % 190755 8L » iz
R B1-B3=E {1461

bR TRk R B B A 95k 2,924.97 Retail, studio units  Long 96.7%
Ancillary Building and club £ Hf
1/F., 2/F., 3./F = 5/F. =€ EFKEM
and Club
bR TRk R B B P95k
MBEEY1E 212 312
5B RERT
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Notes to the Financial Statements
For the year ended 31 December 2007 BE=—TZ+F+-A=+—HIFE
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18. INTERESTS IN SUBSIDIARIES

18. B A TR

The Company

KAF
2007 2006
—EELF —EERF
HK$’000 HK$’000
FET FET
Unlisted shares, at cost FEETRRMD + AR 83,553 83,553
Impairment losses recognised EERBEEE (83,553) (83,553)
Amounts due from subsidiaries FE UM B A B IB 709,207 562,170
Impairment losses recognised EHRBEEE (704,334) (520,346)
4,873 41,824

The amounts due from subsidiaries are unsecured,
interest-free and have no fixed repayment terms.
In the opinion of the directors of the Company,
the carrying amounts of the amounts due from
subsidiaries at 31 December 2007 approximate to
their fair values.

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

The amounts due to subsidiaries are unsecured,
interest-free and repayable on demand. The carrying
amounts of amounts due to subsidiaries approximate
to their fair values.
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Eji%ﬁéé Bﬁ-ﬁI For the year ended 31 December 2007 HE=TT+F+=-A=1+—HILFE

18. INTERESTS IN SUBSIDIARIES (Continued) 18. B A TR (&)

Details of the Company’s subsidiaries at 31 AARZHBATR -—EE+&ES—
December 2007 are set out as follows: A=+—BAr2EnT
Particulars
of issued
share capital/
Country/place of registered capital
Name of subsidiary incorporation BRITHRA/ Principal activities
B 2 °] & A AMRIER /B EMERFEE TEXRK
Beijing Jianguo Real Estate British Virgin Islands 1 ordinary share of Dormant
Development Co., Limited ~ REBEZHES US$1 TmEx
1REEIET LR
fx
Best Season Holdings Corp. British Virgin Islands 100 ordinary shares of  Dormant
REBRZHS US$1 each EmEx
100 iR @R E(E 1 ETT
2 BRI
Bluelagoon Investment British Virgin Islands 1 ordinary share of Investment holding, sales
Holdings Limited RBRZHS US$1 of financial assets,
1REE1ERT LR distribution of films and
A% sub-licensing of film

rights in the PRC
RERKR  HETREE -
RPBEETEZRERE

TERITR
Dragon Leader Limited British Virgin Islands 1 ordinary share of Investment holding
KBRUKES US$1 REER
1REEIET LR
ik
Gainful Fortune Limited British Virgin Islands 160,000,100 ordinary ~ Holding of film rights
RBRAHS shares of HK$1 each #FA B E1TIE
160,000,100 A% &A%
BB Eimik
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Notes to the Financial Statements
For the year ended 31 December 2007 BE=—TZ+F+-A=+—HIFE

Name of subsidiary

MEARERE

18. INTERESTS IN SUBSIDIARIES (Continued)

Country/place of
incorporation

HEMAIER /R

Particulars

of issued

share capital/
registered capital
BRITRE/

A EARFE

18. fiB A RRERE (&)

Principal activities

FBRK

Legend Rich Limited

Ocean Shores Licensing
Limited

Rich Joy Investments Limited
BRRERARATA

Riche Advertising Limited

Riche (BVI) Limited

Riche Distribution Limited
EXBITAERAA

British Virgin Islands
RBRUES

British Virgin Islands
RBEUES

Hong Kong
e

British Virgin Islands
REBRUES

British Virgin Islands
HERUES

Hong Kong
s

RICHE MULTI-MEDIA HOLDINGS LIMITED Annual Report 2007
“ETLEFR EXZHEBEEERAT

1 ordinary share of
US$1

1REEIET LR
M

10,000 ordinary shares
of US$1 each

10,000 BREIREE 15
T BRI

2 ordinary shares of
HK$1 each

2REREEI AT
Rk

1 ordinary share of
US$1

1REE1ERT LR
A%

1,000 ordinary shares
of US$1 each

1,000 IREBRE(E 1 3£
TTZ BRI

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

1,000,000 fx & A EI(E 1
P L)

Investment holding

RERR

Holding of film rights
outside Hong Kong
REBUINMIBIFEERY

BITRE

Dormant
gmEE

Sales of financial assets

Investment holding in
Hong Kong
REBREER

Sub-licensing of film rights
in Hong Kong and sales
of financial assets

REBEREZETER
HECREE
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Notes to the Financial Statements
For the year ended 31 December 2007 BE=—TZ+F+-A=+—HIFE

18. INTERESTS IN SUBSIDIARIES (Continued)

Country/place of

Particulars

of issued

share capital/
registered capital

18. fiB A RRERE (&)

Name of subsidiary incorporation BRITRA/ Principal activities

i I 2 ) & A AMRIER /B EMERFHE TEXRK

Riche International (Macao Macau 1 share of Distribution of films and
Commercial Offshore) R MOP100,000 sub-licensing of film
Limited 1 RE BRI rights in the PRC

SREIRR ORPIRE R AR ) 100,000 7T 2 B A RABZETEZRERE
ARAT FEITHE

Riche Multi-Media Limited Hong Kong 2 ordinary shares of Distribution of films and

EXRZEBARNAT BB HK$1 each other video features in

Riche Pictures Limited
EXFEERDNT

Riche Video Limited
EXBEBERARA

Shinhan-Golden Faith
International Development
Limited

British Virgin Islands
KBRS

Hong Kong

British Virgin Islands
RERUES

2IREHREE1ETL

1 ordinary share of
US$1

1REEIET LR
fx

10 ordinary shares of
HK$100 each

20,000 non-voting
deferred shares of
HK$100 each*

10 R EARE{E 1007 7T
2 R

20,000 ix Z AR E{E 100
BT BIRRRERIT
B An *

10,000,000 ordinary
shares of US$1 each

10,000,000 Ik &R E1E
1R BB

the PRC
RAERTER RAME
e

Investment holding in
Hong Kong
REBREER

Distribution of video
products in Hong Kong
REBETHRER

Investment holding in the

PRC
o ER A 1R

RICHE MULTI-MEDIA HOLDINGS LIMITED Annual Report 2007 93

“ETLFFR EXZEBEEERAR



Country/place of
incorporation

AR ER / R

Name of subsidiary

MEARERE
Stable Income Limited Hong Kong
BHARDE BB

World East Investments

Limited REBELES
Tt REEEHMEREAR The PRC

A7) (“Beijing Jianguo Real
Estate Development Co.
Ltd")

British Virgin Islands

Particulars
of issued

share capital/
registered capital

CRITRE/
FMEARFES

1,000,000 ordinary

Principal activities

Dormant

shares of HK$1 each Ej &
1,000,000 [ B R EE 1

1 ordinary share of

S

BT BB

Distribution of films

US$1 and sub-licensing of
1IREE1ET2ER film rights in the PRC
X through a PRC agent

Registered capital of
,000 PRC

US$15,000

BRTFERERN T E%
TEFRBREZRITE

Property investment in the

&R 15,000,000 ARG EYE

JC

* The non-voting deferred shares, which are not held by the
Group, carry practically no rights to dividends nor to receive
notice of nor to attend or vote at any general meeting of the
relevant company nor to participate in any distribution on

winding up.

The Company directly holds the interest in Riche
(BVI) Limited. All other subsidiaries are indirectly held

by the Company.

All of the subsidiaries are wholly-owned by the
Company, except It REREHEFZAR AT
(“Beijing Jianguo”) in which the Company holds
96.7% equity interest and Best Season Holdings

Corp. was 75% owned by the Group.

None of the subsidiaries had any debt securities
outstanding at the end of the year, or at any time

during the year.

RICHE MULTI-MEDIA HOLDINGS LIMITED Annual Report 2007

* ZEEREZFELR ) BRI
ERE - BREMEFHLFEIRRAEZ
BE HEZEAEHREE LREZE
F - EEBEREINT A ZH SR °

NARIEEFARIiche (BVI) Limited
i FTBEEMMBARHHEAR
ﬁjﬁaﬂ%ﬁﬁ °

FTEMBARIHBEARRZERSE
I REBEEERZEBR AR ([
TR DBRIN  NRRIEFEEH6.7%
2 % AN #E %5 T Best Season Holdings
Corp. AASETER 756% °

B M8 R R A RS SN F S A AR
A9 AT (] R R B ] 2 (B A5 RE 55 ©



The Group

REE
HK$’'000
FET
Cost 29N
At 1 January 2006 RZZFEZTERF—H—H 40,128
Acquisition of a subsidiary g b= PN 77,284
At 31 December 2006, 1 January 2007 RZBEXF+Z=ZA=+—8 -
and 31 December 2007 —EEtF-A—HK
—EZELF+=ZHA=+—H 117,412
Accumulated impairment ZItRE
At 1 January 2006, 31 December 2006 and R_ZEZF—H—H -
1 January 2007 —EERFTA=T—8K
—EE+F—H—H 40,128
Impairment loss recognised EHRBEEE 37,828
At 31 December 2007 R-ZBB+HE+=-A=+—H 77,956
Carrying amounts BREE
At 31 December 2007 R-EZB+tHE+=-A=+—H 39,456
At 31 December 2006 R-ZZBEXF+ZHA=1+—H 77,284

On 21 June 2006, the Group acquired 100% of
the issued share capital of Shinhan-Golden Faith
International Development Limited (“Shinhan-
Golden”) and the debts owed by Shinhan-Golden to
Northbay Investments Holdings Limited (“Northbay”).
The total consideration of the acquisition at fair value
was approximately HK$246,109,000. As a result, a
goodwill of approximately HK$77,284,000 arose from
the acquisition of Shinhan-Golden.

=

R_ZFEEZERFNAZ+T—HB ' K
& Yz B8 Shinhan-Golden Faith
International Development Limited
(['Shinhan-Golden]) & &8 & 2 17 i
7% & Shinhan-Golden 1# & Northbay
Investments Holdings Limited
([Northbay ]) W EIE - ZIBWEEILE L
FEFE 2 RREL A 246,109,000
77T o ALt - W EE Shinhan-Golden &
HE#) 77,284,000 T2 R o
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Goodwill arising from the acquisition of Shinhan-
Golden has been allocated to the leasing of rental
property, which is property investment segment and
is the cash-generating units (“CGU”) identified.

During the year, the directors of the Company
reassessed the recoverable amount of the CGU
with reference to the valuation performed by
Grant Sherman Appraisal Limited, an independent
firm of professional valuers, and determined
that an impairment loss in respect of goodwill of
approximately HK$37,828,000 was recognised
(2006:Nil).

The recoverable amount of the CGU was assessed
by reference to value-in-use calculation. A discount
rate of 15.43% per annum was applied in the value-
in-use model which uses cash flow projection based
on financial forecasts approved by the directors of
the Company (the “Approved Forecast”) covering
a ten-year period. Cash flows beyond the ten-year
period have been extrapolated using a steady 7%
growth rate. The growth rate is made by reference
to National Bureau of Statistics of China and does
not exceed the long-term average growth rate for
the market in which the CGU operates. There are
a number of assumptions and estimates involved
for the preparation of the cash flow projection for
the period covered by the Approved Forecast. Key
assumptions include gross margin, growth rate and
discount rate which are determined by management
of the Group based on past experience and its
expectation for market development. Gross margin
are budgeted gross margin. Growth rate represents
the rate used to extrapolate cash flows beyond the
ten-year budgeted period and is consistent with the
Approved Forecast. The discount rate used is pre-tax
and reflects specific risks relating to the market.
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Notes to the Financial Statements

Ejiﬁiﬁﬁ Bﬁ% For the year ended 31 December 2007 HE=TT+F+=-A=1+—HILFE

20. INVENTORIES 20. #8
The Group
rEH
2007 2006
—EELF ZETRF
HK$’000 HK$°000
FET FAET
Properties held-for-sale FEH &2 W% 32,783 45,154
Properties held-for-sale solely comprised of certain & 5 1E & 2 ¥ % 8 & B Shinhan-
units of apartments held by Beijing Jianguo, a GoldenZ B ARt RERAFE
subsidiary of Shinhan-Golden, of which sale and CTEFAEEMN  tRERORZE
purchase agreements were entered into and full ABENFVEEHZIT D WREE
considerations have been received by Beijing RE (M BImEKRMEE29) - A - HiE
Jianguo in respect of these units of apartments (note RERBBEMNZATEMBRERRNIL
29 to the financial statements). However, the transfer EZENBHRER ZBTEX °
of legal titles of these units of apartments have not
yet been completed at the date of approval of the
financial statements.
21. TRADE RECEIVABLES 21. EZRWFIE
The Group
AEH
2007 2006
—EELHF ZEERF
HK$’000 HK$’000
FET FAET
Trade receivables 2 5 W KIA 1,254 1,986
Less: impairment loss recognised  Ji - R E 5 EKFKIEE
in respect of trade B8
receivables (9) (1,050)
1,245 936
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Notes to the Financial Statements

;E\Zl-iﬁﬁ% Bﬁ% For the year ended 31 December 2007 HE=TT+F+=-A=1+—HILFE

21. TRADE RECEIVABLES (Continued) 21. ESEWNERIF (&)
The following is an aged analysis of the trade REZER - B 5 RUGRIB Z HIRRE
receivables net of impairment loss at the balance EEZERESTAT -
sheet date:
The Group
rEH
2007 2006
—EELF —EEREF
HK$°000 HK$°000
FET FET
0 - 30 days £ 30H 213 —
31 — 60 days 312 60H 424 —
61 — 90 days 61290 H 106 —
Over 90 days 90 H M k 502 936
1,245 936
The Group allows an average credit period of 90 AEBBKTFEFEFIEFHON+RZEE
days to its customers. B o
Aging of trade receivables which are past due but E@EERRESE S EKFHKIEZR
not impaired: B
The Group
AEE
2007 2006
—EEtF —EEREF
HK$°000 HK$°000
FET FEIT
0 — 30 days ZTE30H - =
31 — 60 days 31Z260H - —
61 — 90 days 61 £ 90 H - =
Over 90 days 90 H M 502 936
502 936

0g  RICHE MULTI-MEDIA HOLDINGS LIMITED Annual Report 2007
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Notes to the Financial Statements

Ejiﬁiﬁﬁ Bﬁ% For the year ended 31 December 2007 HE=TT+F+=-A=1+—HILFE

21. TRADE RECEIVABLES (Continued) 21. BEZEWFIFE (&)

At 31 December 2007, trade receivables of RZZEZLF+A=+—H &5
HK$502,000 were past due but not impaired. The JEU SR TE 502,000 8 T A E @ ERE R
Group is in negotiation with those customers for BE - AEBFEEZETFEE
settlement of these debts. The directors of the ZEBEETER - ARRESFRA
Company are of the opinion that no provision for HRZEER I EEERTELRE
impairment is necessary in respect of these balances ANEY) - WHARZSERIELRE
as there had not been a significant change in credit B o

quality on these balances.

Aging of impaired trade receivables: EREE 5 FE IR 2 BRiER
The Group
AEH
2007 2006
—EZTtHF ZETRF
HK$°000 HK$’000
FET FAET
0 — 30 days ETFE30H 2 —
31 - 60 days 312 60H 5 —
61 — 90 days 61 £ 90 H 1 —
Over 90 days 90 H A k 1 1,050
9 1,050
The carrying amounts of trade receivables B SR EER  REEEEL QN FEM

approximate to their fair values.
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Notes to the Financial Statements

Ejiﬁiﬁﬁ Bﬁ% For the year ended 31 December 2007 HE=TT+F+=-A=1+—HILFE

22. DEPOSITS, PREPAYMENTS AND OTHER 22. &% - (X I1E K H b fE I =X

RECEIVABLES b1 |
The Group The Company
rEH VNG|
2007 2006 2007 2006

“EELE —TITRF ZBRLFE —TITRHF
HK$’000 HK$°000 HK$°000 HK$'000
FET FETT FET FET

Deposits Ee 2,529 9,356 1,350 1,801
Prepayments BNFIE 25,207 1,842 550 —
Other receivables H it YRR 4,094 8,187 350 —
31,830 19,385 2,250 1,801
Less: Impairment loss B BRERBARK
recognised BEREEE
in respect of
prepayments - (131) - —
31,830 19,254 2,250 1,801
The carrying amounts of deposits, prepayments and 24  BNRBEREMEWTIE ZBR
other receivables approximate to their fair values. EEEEE AN FEEMRE -
The maximum exposure to credit risk at the reporting RILEHH e EERRARHEIR
date is the carrying value of each class of deposits, %  EBNZEBEREMERZIE B

prepayments and other receivables.

ot

o

23. FINANCIAL ASSETS AT FAIR VALUE 23. §®¥Eﬁﬂ§§%2$%ﬂ§

THROUGH PROFIT OR LOSS =
The Group
rEH
2007 2006
—EELF ZETRF
HK$°000 HK$’000
FET FAET
Equity securities IR A F H
— listed in Hong Kong, at — REBL™M WA
market value - 28,100

1()() RICHE MULTI-MEDIA HOLDINGS LIMITED Annual Report 2007
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For the year ended 31 December 2007 HE=TT+F+=-A=1+—HILFE

23.

24.

FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS (Continued)

During the year, the net gain on change in fair value

23. BAFEFFABERZEHE

EE)

FREATFEFABERZEREE

of financial assets at fair value through profit or loss LA EES  WEIFEAT ¢
is as follows:
2007 2006
—EELHF —ETREF
HK$°000 HK$’000
FET FET
Unrealised REIR - 5,360
Realised E#R 7,722 1,768
Total net gain on change in fair BAFEFABRR SR
value of financial assets at fair BEZAFEES 28I
value through profit or loss O FEE 7,722 7,128

Fair values of listed equity securities have been

ZELTRARBHZ AFETIESE

determined by reference to the quoted market bid EHEBATGBRzZTEBEABE
prices available on the relevant stock exchanges. F o
TAX PREPAYMENTS 24. FE{FFHi1E
The Group
rEE
2007 2006
—EELHF —EEREFE
HK$°000 HK$’000
FET TFET
Tax reserve certificates = 3,055 3,055
Tax paid in advance TEf IR 9,065 4,665
12,120 7,720

Tax reserve certificates bear interest rate at 2.33% to
2.68% (2006: 2.60% to 2.85%) per annum.

BRENFR233EE263E(=F
TRNEF 260EBFE2.85F )58 °
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Notes to the Financial Statements

E'ﬁ%#ﬁﬁ MT.I.-ELI For the year ended 31 December 2007 HE=TT+F+=-A=1+—HILFE

25. CASH AND CASH EQUIVALENTS 25. RERBSEEY
The Group The Company
r5E /NG|
2007 2006 2007 2006
—EELE —ZTIRN —EELE _—TTRF
HK$’000 HK$'000 HK$’000 HK$’000
FET FET FET FET
Deposits with banks ROFFREME
and other financial BMTH
institutions 463,391 52,097 463,391 52,097
Cash at bank and in hand RT3 4 R FEE
A 68,005 11,043 26,147 3,765
Cash and cash Remgkrkzie
equivalents per cash kB EEY
flow statement 531,396 63,140 489,538 55,862
The effective interest rates of deposits in banks and FRBOEALREMSH T A B
other financial institutions for the year were 2.2% to FEEB22%E4L43%B(ZEENF -
4.3% (2006: 3% to 4.8%). 3% E4.8%) °
At 31 December 2007, cash and cash equivalents RZEBETZ+HF+_A=+—"H BES
of HK$39,133,000 (2006: HK$5,798,000) are N3 e EEYH 39,133,000 T(=
denominated in Renminbi. Renminbi is not freely T ETNEF 5,798,000 7T ) LA AR
convertible currency and the remittance of funds out BCBEEN o ARBATT AR E
of the PRC is subject to the exchange restrictions W, USRS E B E R B
imposed by the PRC Government. B INEE | o

102 RICHE MULTI-MEDIA HOLDINGS LIMITED Annual Report 2007
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E]Ii%ﬁ%% Bﬁ-ﬁI For the year ended 31 December 2007 HE=TT+F+=-A=1+—HILFE

26. SHARE CAPITAL 26. R4

Movements in the share capital of the Company FA - ARRRAERFRAOT ¢
during the year were as follows:

Number of shares Share capital
RBEA [N
2007 2006 2007 2006
“EEtE  —TTRF BBt CTTRHF
’000 ‘000 HK$’000 HK$'000
FhiE Tz FET FET
Ordinary shares of HK$0.1 ~ #BREE0A BT L
each (2006: HK$0.01) BR(ZZTRE
0.01%87T)
Authorised: JERE
At 1 January R—H—H 20,000,000 20,000,000 200,000 200,000
Share consolidation RA& G (Hati)
(note i) (18,000,000) — - -
Increase in authorised 12 00E TE AR AR
share capital (note ii) (Htizii) 4,000,000 - 400,000 -
At 31 December R+=B=+-H 6,000,000 20,000,000 600,000 200,000
Issued and fully paid: EZETRHE -
At 1 January R—H—H 6,484,340 5,154,018 64,843 51,540
Issuance of new shares BITER (D
(note iii) (Hifztii) - 1,330,322 - 13,308
Issuance of new shares BT,
(note iv) (Kiativ) 1,296,860 — 12,969 -
Exercise of share 1T AR i
options (note v) (Biszv) 324,000 — 3,240 —
Share consolidation Bin& ot
(note i) (Biati) (7,294,680) - - -
Issuance of new shares BITER(D
(note vi) (Hiztvi) 155,620 - 15,562 -
Issuance of new shares BT,
(note vii) (Kt vii) 162,100 - 16,210 -
Issuance of new shares BTG
(note vifi) (132 viii) 173,000 - 17,300 -
Issuance of new shares BITEIR (D
(note ix) (W13t ix) 650,620 - 65,062 -
At 31 December R+=-HB=+-H 1,951,860 6,484,340 195,186 64,843
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Notes:

()

(ii)

(iii)

(iv)

(vi)

(vii)

(viii)

At the general meeting of the Company held on 18 May
2007, a resolution was passed to approve, among other
things, the share consolidation on the basis of every ten
shares of HK$0.01 each in the issued and unissued share
capital of the Company be consolidated into one share of
HK$0.10 each in the issued and unissued share capital of
the Company. The share consolidation became effective on
21 May 2007.

At the general meeting of the Company held on 11
December 2007, a resolution was passed to approve
the increase authorised share capital of the Company
from HK$200,000,000 divided into 2,000,000,000
shares of HK$0.10 each to HK$600,000,000 divided into
6,000,000,000 shares of HK$0.10 each by the creation of
4,000,000,000 new shares of HK$0.10 each.

On 21 June 2006, 1,330,321,745 new shares of HK$0.01
each were allotted and issued to Northbay at a price
of HK$0.20 per share to settle the consideration of
HK$266,064,350 in respect of the acquisition of the entire
issued share capital of Shinhan-Golden and the debts owed
by Shinhan-Golden to Northbay.

On 30 March 2007, 1,296,860,000 new shares of HK$0.01
each were allotted and issued to Classical Statute Limited,
a substantial shareholder of the Company, at a price of
HK$0.04 per share pursuant to the placing and subscription
agreements dated 19 March 2007. The net proceeds of
approximately HK$50,500,000 were intended to be used
for financing possible diversified investment of the Group
and general working capital of the Group.

On 17 May 2007, the Company allotted and issued
324,000,000 new shares of HK$0.01 each pursuant to the
exercise of share options granted to the Group’s employees
and consultants. The exercise price was HK$0.047 per
share.

On 31 May 2007, 155,620,000 new shares of HK$0.10
each were allotted and issued at a price of HK$0.55 per
share. The net proceeds of approximately HK$83,300,000
were intended to be used for investment in other relevant
business opportunities that may arise in the future and for
general working capital of the Group.

On 11 July 2007, 162,100,000 new shares of HK$0.10 each
were allotted and issued at a price of HK$0.50 per share by
way of placing of new shares under general mandate. The
net proceeds of HK$78,900,000 were intended to be used
for expansion of the Group’s property investment business.

On 7 August 2007, 173,000,000 new share of HK$0.10
each were allotted and issued at a price of HK$0.83 per
share by way of top-up placing. The net proceeds of
HK$139,800,000 were intended to be used for expansion of
the Group’s property investment business.
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Hits -

(if)

(ii)

(iv)

(vi)

(vii)

(viii)

RARBAR-_ZZLFAA+NAETT
ZBRARE L BERERME(ETE
BIRDEH  BEREGTRARFE %
TRARBETRADEREEC.01EBTL
iy & of B — AR R B BT RARET
AR FIREEO0A0EIT R » KM
ABHR_ZELFRA-_+—REXK-

RARRR_ZTEZLF+_-_A+—HE
TZBRRERE L BERERMESS
1 & 4,000,000,000 f% & AKX EI{E0.10 78
TLZHF D BARRZEERAS
200,000,000 Jt(% A 2,000,000,000
BEBREECIOB T ZRM)EME
600,000,000 Jt(% A 6,000,000,000
R EEO0.10B T2 Mm) »

R-ZEBEERENAZ-Z+—B 8K
0.20% T 2 {8 #& [A Northbay Fig 2% & %%
71,330,321,745 Rk B IR E 1€ 0.01,8 7T
Z IR LA U Shinhan-Golden
2 #0317 AN & Shinhan-Golden 5 /R
Northbay 2 &8 2 X {8 266,064,350 /5
=

R-BBLF=A=1+H BEN_ZT
TLF=A+TNBIUEERRER
o BER04B T ZEBK/AARDR]
7 F Z % ¥ Classical Statute Limited
Bt % & % 17 1,296,860,000 % & I T B
001B T ZHFBMD - TERBEFHELY
50,500,000 7 7T #& FA {EB 1t N SE B 7] g
ZETALERERBIEASE  —REE

RZZEZLFRAA+LRH ARART
ANEE 8 KB < 1B IR AR 1T (& M A
& )2 %% 17 324,000,000 A% & A% T {5 0.01
B2 - TEERER0.0478
T o

RZZEELFRAA=+—HB &
f20.6578 7T 2 B 1% BC % K& # 17
155,620,000 fx & AR E {E.0.1078 7T 2 ¥
P&fn o BT{S SRIEFER 4 83,300,000/ 7T
BFREN A KA HIR 2 BAR
BhASEZ —REEES -

RZZETLFtA+—H BE—RK
EAREFRG 2 NIREFR0.508TT
2 (B B8 & E 17 162,100,000 % & i%
EEO0A0B T Z A » FISHAFHE
#978,900,000 8 Lt FEIE T AN 8 2
MEREET -

RZZEZTLENALR UWEERH
& zhHRXEF R8BIt 2 B
fic 3% X2 %% 77 173,000,000 % & f% @ &
010B L 2 H D - FISRIBERBEY
139,800,000/ L B IEIE T ANE B 2
MIEREETS
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PR AR L

26. SHARE CAPITAL (Continued) 26. [RA(#&)

Notes: (Continued) Bt - (&)
(ix)  On 18 December 2007, 650,619,987 new shares of HK$0.10 (x N-ZZ+F+=-A+/\B - AAEH

each were issued at a price of HK$0.30 per share by way
of open offer to the qualifying shareholders on the basis
of one offer share for every two existing shares. The net
proceeds of HK$189,000,000 were intended to be used
for the proposed acquisition of 100% equity interest in
Modern Vision (Asia) Limited as disclosed in the Company’s
announcement dated 23 July 2007 and circular dated 5
November 2007 and general working capital of the Group.

E2HRNERTROIOBTLZERAA
& I 3R %17 650,619,987 % & i M &
010BILZ kG - EEATMRIRE
MR B2 — RBEERD - FISNIBFEE
189,000,000 B LA ER R AR =&
THFELtA+=BHEZ2ABE -
T+F+—ARATIEZREAERE
% U Modern Vision (Asia) Limited 2

100% AR m A R BIEAR & B 2 — i

BBES -
27. RESERVES 27. 44
The Company AT

Share-based

payment
Share  Contributed Accumulated reserve Total
premium surplus losses NRAH R
RisE B4RH R ER ZHfReE o
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET AT AT FET FET
At 1 January 2006 R-EZ F—A—H 127,865 163,456 (243,842) — 47479
Issuance of new shares BOHRN 252,761 - - - 262,761
Net loss for the year AEEERTE - - (274,532) - (274,532)
At 31 December 2006 and 1 R =TT/ &E
January 2007 +ZRA=+-8k
“EE+F—f-H 380,626 163,456 (518,374) — 25,708
Issuance of new shares BOHRN 416,604 - - - 416,604
Share-based payment WRHOF A ZAX
expenses = = = 32,282 32,282
Exercise of share options ~ {T{ BBk IE 15,828 = - (3,840) 11,988
Net loss for the year AEEERTE - - (223,636) - (223,636)
At 31 December 2007 R-EBLE
+=ZA=+-H 813,058 *163,456 (742,010) 28,442 262,946

The contributed surplus of the Company represents
the difference between the underlying net assets of the
subsidiaries acquired by the Company as at the date of
the group reorganisation and the nominal amount of the
Company’s share capital issued as consideration for the
acquisition as well as the net amount transferred from
share premium account and to accumulated losses account
pursuant to a special resolution passed at the special
general meeting held on 22 August 2003.
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E]Ii%ﬁ%% Bﬁ-ﬁI For the year ended 31 December 2007 HE=-TT+tF+=-A=1+—HILFE

27. RESERVES (Continued) 27. &)
The Company (Continued) KDNT(E)
Under the Companies Act 1981 of Bermuda (as BEARE-NN\—FRaDE(KE
amended), the contributed surplus account of the ) RRBIZEHBBHBRERATH
Company is available for distribution. However, the K o MEMEIRTHIER - BIARAFTAR
Company cannot declare or pay a dividend, or make BFEIRSUKNREHNEEBREARTE
a distribution out of contributed surplus, if: K :
(i) it is, or would after the payment be, unable to () ARARFIRDIKEEEEER
pay its liabilities as they become due; or HEIEHEE : 3k
(i) the realisable value of its assets would thereby (i) ARREEFASREBEREZER
be less than the aggregate of its liabilities and HeFE 2BIRARKRGEE
its issued share capital and share premium BRZHAHN o
account.
28. ACCRUALS AND OTHER PAYABLES 28. EFTE AR H M E S FIE
The Group The Company
r5E b N/NG|
2007 2006 2007 2006

—BRtFE TN SBELFE  ZTTNF
HK$°000  HK$'000  HK$'000  HK$'000
FET FAT FET FET

Accruals &R 5,646 2,965 943 233

Other payables H b e 1< 508 6,769 11,203 - =

Tax payables eI TR 6,830 6,040 - =

19,245 20,208 943 233

Note: et -

(i) The tax payable represented provision for land appreciation 0] FENBREELRERR - =FHH
tax on certain units of apartments sold by Beijing Jianguo & 7B T ABBEA Z 8B B4& (Bt
prior to 2003 (note 20 to the financial statements). BWEMFE20) - BRIBFRBRBEEZ R
According to the PRC tax law and regulation, 30% of land ER BB HRERPEETA30% L i1
appreciation tax was accrued in the financial statements. BEFi -

The carrying amounts of accruals and other payables EtERNKEMENRE ZERERH

approximate to their fair values. HEAYEMES -
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E'ﬁ%#ﬁﬁ MT.I.-ELI For the year ended 31 December 2007 HE=-TT+tF+=-A=1+—HILFE

29. RECEIPTS IN ADVANCE 29. AR IE
The Group
rEH
2007 2006
—EELHF —ZTTREF
HK$°000 HK$’000
FET FET
Trade deposit received BEWE Sire 484 483
Receipts in advance TR IE 46,557 60,415
47,041 60,898
At 31 December 2007, receipts in advance NRZETZLF+_A=+—H B
represented the full amount of considerations HNELERETAZEMKDNE2HNRE
received from sales of certain units of apartments, (BRI ERME20) - AREHE
details of which are set out in note 20 to the financial EREBFERFX AR ZENEBEBEMNZ
statements. Since the transfer of legal titles of these ETERT AR TAREE » iREER
units of apartments have not yet been completed at Bl FENERWZ - 2B ATE
the date of the approval of the financial statements, U shIE o

no revenue could be recognised for the year and the
total amount was recorded as receipts in advance.

30. AMOUNTS DUE TO RELATED 30. EEBEATZE

COMPANIES
The Group
&3 3L
2007 2006
—BBLE  _TIAE
HK$°000 HK$’000
FHET TrET
China Star Entertainment Limited T BE2&BEAR AT IE
and its subsidiaries Bt 8 2~ =] 701 606
Note: Bt -
(i) The amounts due to China Star Entertainment Limited 0] ENPREEEARAT(HHRE )R
(“China Star”) and its subsidiaries are unsecured, non- HNBARZEEEE . pe LER
interest bearing and have no fixed terms of repayment. TEERE -
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31. SECURED BANK LOANS 31. HEBBTER

The Group
rEE
2007 2006
—ETLF —EERF
HK$’000 HK$’000
FET FET
Secured bank loans BERBITER 329,018 357,427
The maturity of the above FEEZBEBERNT ¢
borrowings is as follows:
Within one year —FR 27,533 5,470
Between one and two years —EMF 64,308 25,000
Between two and five years MEZERF 237,177 326,957
Over five years AFMNE - —
329,018 357,427
Less: Amount due within one Ji - FIRRBIBER 2R
year shown under current —F N2 FIE
liabilities (27,533) (5,470)
Amount due after one year —F1& B8 2 FIA 301,485 351,957

The secured bank loans bear interest at rates ranging
from 6.16% to 7.35% (2006: 6.16% to 6.41%) per
annum.

All of the Group’s secured bank loans are
denominated in Renminbi.

The secured bank loans were secured by certain of
the Group’s investment properties in the PRC with
fair value of approximately HK$852,081,000 (2006:
HK$678,000,000) and the Group’s bank deposits
with balance of approximately HK$16,832,000 (2006:
Nil).

The carrying amounts of the secured bank loans
approximate to their fair values.
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The followings are the major deferred tax liabilities AT RAEEHER Z?E;z ERIE R

and assets recognised by the Group and movements BEREENRABE
thereon:
Revaluation
Accelerated Estimated of
tax tax investment
depreciation losses properties Total
MERBRE FABEER REVESR #st
HK$’000 HK$’000 HK$’000 HK$°000
FET FET FET FET
At 1 January 2006 RZTBERF
—H—H 254 (254) = _
Acquisition of a subsidiary Y28 — R B A 7] — - 54,488 54,488
Exchange alignments PE AR — — 1,634 1,634
Charge to income REFEBRER
statement for the year bR (AL 13)
(note 13) — — 195 195
At 31 December 2006 and =TT /NF
1 January 2007 +=-—A=+—H
R_ZT+F
—H—H 254 (254) 56,317 56,317
Exchange alignments PE AR — — 4,029 4,029
Charge to income REFEBRER
statement for the year bR (AL 13)
(note 13) — — 13,156 13,156
At 31 December 2007 R-ZBZLHF
—HA=+—H 254 (254) 73,502 73,502
At 31 December 2007, the Group had unused R-_TEBEE+F+-_A=+—H $%
estimated tax losses of approximately HK$21,112,000 B A 421,112,000/ T (ZEE X
(2006: HK$80,960,000) available for offset against £ 1 80,960,00078 7T ) 2 RE A {5t
future profits. The unrecognised tax losses may be MG EEn HEKE A B SEAN o RIER
carried forward indefinitely. A deferred tax asset of IS EIE e ER B4 6 o ABh 4y
approximately HK$254,000 (2006: HK$254,000) has 254,000 L (ZFZE /X4 : 254,000
been recognised. No deferred tax asset has been BT IZEEMBEECEER - R
recognised in respect of the remaining balance of MRREETEST R 1B 25 F| - i b 4 5k 65
approximately HK$6,778,000 (2006: HK$14,422,000) ¥ 496,778,000 L (Z T T X F -
due to the unpredictability of future profit streams. 14,422,000 7T ) fE R 4K i §i 18 &
7 o
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The Group had no acquisition for the year ended 31 HE—_Z2Z t¢+ A=+—HItHF

December 2007. B ANEEIEETIHEE o
On 21 June 2006, the Group acquired the entire RZEERENAZ-+—H ' K
issued share capital of Shinhan-Golden and the % B YW EEShinhan-Goldenz %
debts owed by Shinhan-Golden to Northbay for a %B B % 17 I & K Shinhan-Golden
consideration of approximately HK$266,064,000. # RNorthbayz & B K B 4
The consideration was settled by the issue of /266,064,000 JT LA T 17
1,330,322,745 ordinary shares of HK$0.01 each 1,330,322, 745 R AR AR AR B %
in the share capital of the Company, which were ETEO 01 BT BB » ZFE
allotted, issued and credited as fully paid at a price B TYIR TR 0.20 8 T 2 BA& AL 3 -
of HK$0.20 per share. The aggregate amount of BT RARIERE - AREmMEE
goodwill arising as a result of the acquisition was 2B KRR A T7,284,000 T °
approximately HK$77,284,000.
The fair value of net assets acquired in the RGBT FEEZ A FEREE
transaction and the goodwill arising are as follows: T

Acquiree’s

carrying

amount before
combinatiog

=N
HWE A REE
HK$°000
FHT
Property, plant and equipment ERN RN 480
Investment properties (note i) REME(Hiti) 483,802
Trade receivables H F WA 12
Inventories 75 43,839
Deposits, prepayments and other &4 + T8I 2008 & E b fE Ut
receivables FE 171
Cash and cash equivalents HeRReEEY 415
Accruals and other payables JERT B F I Hth FE 1 5RIR (54,126)
Receipts in advance BIE (59,080)
Secured bank loans BEBRTER (346,484)
Minority interests 9%(%%%5 (3,896)
Deferred taxation BB -
Net assets required EEEFE 65,133
Goodwill on acquisition WiiE 28
Special reserve (note i) Vel (Hrati)
Fair value of purchase KBTS NEE
consideration settled by REZRFEH i)

issuance of new shares (note iii)

Net cash flow from acquisition of a Hﬂlﬁﬁéw% REIZBREM
L

subsidiary:
Cash paid ENRE
Cash and cash equivalents FERE LA EEEY

acquired
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Fair value
adjustments

RV ERAR
HK$°000
TET

158,180

(54,488)
103,692

Fair
value
AFE
HKS$ '000
FET

480
641,982
12
43,839

171
415
(54,126)
(59,080)
(346,484)
(3,896)
(54,488)
168,825
71,284

246,109
19,955

266,064

246,109

415
415
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Notes to the Financial Statements
For the year ended 31 December 2007 BE=—TZ+F+=-A=+—HIFE

33. ACQUISITION OF A SUBSIDIARY

(Continued)

Notes:

(i) The fair value of the investment properties was determined
based on the valuation performed by DTZ Debenham Tie
Leung Limited, an independent firm of qualified valuers and
not connected with the Group, as at the acquisition date.

(i)  The difference between the fair value and the contracted
value of consideration paid in respect of the acquisition of
the acquired subsidiary.

(i) The fair value of the consideration shares was determined
based on the quoted closing price of the Company’s
share of HK$0.185 per share at the date of acquisition and
1,330,322,745 consideration shares.

Details of the acquisition were disclosed in the
Company’s circular dated 19 May 2006.

If the acquisition had been completed on 1 January
2006, total group turnover for the year 2006 would
have been HK$19,803,000, and loss for the year
2006 would have been HK$21,867,000. The pro
forma information is for illustrative purposes only
and is not necessarily an indication of turnover and
results of the Group that actually would have been
achieved had the acquisition been completed on 1
January 2006, nor is it intended to be a projection of
future results.

33. WIBK B AR (&)

Bt -

() BEMEZAFEDREAREER
BERECBUEXGERGEMBER
TERIARKEBHMAEL 2 (AEE
T o

(i) AHERBERBNBRRMNSZRE
ZAFERENBEZHZEHRE -

(i) REENZAFEDREBARBROR
WRE B ERFT #R W B &A% 0.1858 7T
5:.1,330,322,745 IR B DETE -

WEHBRARRR -_ZZTFAHA
THhBZ B ZBREE -

WMKBEEER-_TETEF—H—AH
K B 2R RNFEBBEEEES
7$19,808,000/8 7t M ZZTZE R F
B8 15 521,867,000 T - BEEE
BEHRFARE BT —TFALEE
FRBEER T F—HA—H=E
RIEFMTERIRE 2 W REEHEE 2
BIE - TNIERREZ 2 TEA -
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Eji%ﬁéé MT.I.-ELI For the year ended 31 December 2007 HE=-TT+tF+=-A=1+—HILFE

34. COMMITMENTS 34. i
(a) Lease commitments (a) HEAIE
As lessee ERAMA
At 31 December 2007, the Group had R_BET+LF+_A=+—8"
commitments for future minimum lease REBRBER TR ER 2 T
payments under non-cancellable operating HREF AR REELEHO A
leases in respect of land and buildings which fall BERERSAZDT

due as follows:

The Group
REE
2007 2006
—BEBLF AN
HK$°000 HK$’000
FET TET
Within one year —F R 1,856 1,332
In the second to fifth year FERFAN (BREERE
inclusive S 341 1,646
2,197 2,978
Operating lease payments represented rentals LTSI REB RN SEE
payable by the Group for its office premises. NzHE  BAHTFTERTEHRE
Leases are mainly negotiated for an average THEEE  MESIREZESE
term of two years and rentals are fixed for an =
average of two years.
As lessor EAHEA
At 31 December 2007, the Group had RZEBEEL+F+_HA=+—8"
contracted with tenants for future minimum NEBRIBEHEBP AN 5 H
lease payments under non-cancellable operating BEJE 2 ANEE R E Y E T ol #
leases in respect of the Group’s investment EHRERYY BB RERAS T
property, which fall due as follows: T
The Group
REE
2007 2006
—BEBLF AN
HK$°000 HK$’000
FET TrET
Within one year —FR - 2,700
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34. COMMITMENTS (Continued) 34. AIEE)
(a) Lease commitments (Continued) (a) HEHRIEE)
At the balance sheet date, the Company did not REEH KRR ETEREE
have any lease commitments. HRIE o
(b) Other commitments (b) HfhAiE
(i) At 31 December 2007, the Group had other ) RZEZELF+ZH
commitments contracted but not provided =+t—H A&EE#HEFH
for in the financial statements: fth B 5T 1B R R BF % 3 &
VE L Bl 2 A -
2007 2006
—EELF —EERF
HK$°000 HK$’000
FET FET
Acquisition of a 100% interest Y% Exceptional Gain
in the issued share capital Profits Limited E 2
of Exceptional Gain Profits TR 2 100% HE 2=
Limited and a sale loan MIEE B 447,000 —

Acquisition of a 3.3% interest Wit FE B E
in the registered capital of A7 3.3%
Beijing Jianguo 4,538 =

Renovation work in respect ERAAEBIREME

of the Group’s investment ZHEETE
properties 28,750 63,739
(i) Pursuant to the undertaking letters issued (i) WMEBELBAFXEEREAB
by the owners of E/BFFULBERERAFR RARIZHEE ARBEZ
during the year ended 31 December 2003, ZE=F+_-_HA=+—H
they will transfer their ownership in the EFERBEHZEARSE -
registered capital of E§FFEXILERARA fis R B A I A BTN 12 B
7] to the Group at a price to be determined EFEHRBLEESREEUELER
by the valuers in the PRC when the laws ERAARGIMERNER
in the PRC allow foreign investors to own 51% 2 #zm - B F 8%
more than 51% in the registered capital of PEEEMET 2 ERE
EBRFULERBRAT. FEREBARTFXLERE
ERAREMEARN A
ETAREHE -
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(i)

Pursuant to a facility agreement dated
11 May 2007 entered into between Rich
Joy Investments Limited, a wholly-owned
subsidiary of the Company, and Best
Season Holdings Corp. (“Best Season”), a
75% owned subsidiary of the Group, Rich
Joy Investments Limited has agreed to
grant Best Season a revolving facility of up
to HK$200,000,000 for the purpose of its
business and working capital requirements.
At the balance sheet date, Best Season
had not drawn down the facility.

Save as disclosed in note 37 to the financial
statements, the Group has no material contingent
liabilities at 31 December 2007.

The Group’s secured bank loans of approximately
HK$329,018,000 (2006: HK$357,427,000) at 31
December 2007 were secured by:

(a)

Legal charges over certain of the Group’s
investment properties with the fair value
of approximately HK$852,081,000 (2006:
HK$678,000,000);

Legal charges over the Group’s bank deposits
with balance of approximately HK$16,832,000
(2006: Nil); and

Corporate guarantee provided by the Company.
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iy REELKREARAR QA
(KRrRlzz2EMBRA)
HiBest Season Holdings
Corp. ([Best Season] ' 7~
EEBEBT5% 2HMBAT)
R_EE+FRA+—H
RN RERE BEKR
BEERAREREREZE
%K & iEE & TR M Best
SeasonX L BERME RS
200,000,000 7T - R4 E
H ' Best Season i 2 EL
& o

BB R MIFES7TFTIRE &E SN 0 K
SRR _ZEZTLtF+_A=+—HX
|EBEBANRAE -

RZBEE+HF+_A=+—HB K&
B 2 BHEAIRITE L 329,018,000
BIT(ZE T X F : 357,427,000 %8
TC)JIA N B IE/EH R -

(a) AEERQRFEHS852,081,000/8
7o(= T Z X F : 678,000,000
BIL) 2B THREYEZEER
B

b) XEBRITERERT D
16,832,000 8 L(ZE T X F -
;) 2EERRT S &

() BARERMEZ ARPER -



At 31 December 2007, save as disclosed below,
neither the Company nor any of its subsidiaries was
engaged in any litigation or arbitration of material
importance and no litigation or claim of material
importance known to the directors to be pending or
threatened against any member of the Group:

The Commissioner of Inland Revenue had issued
proceedings on 30 March 2005 against Ocean
Shores Licensing Limited (“OSLL”), a wholly-
owned subsidiary of the Company, in respect of
an aggregate amount of outstanding taxation of
HK$13,928,226 for the estimated assessments
for the years of assessments from 1998/1999 to
2000/2001. In February 2008, OSLL had reached
a compromise settlement with the Inland Revenue
Department for settling the outstanding tax for the
years of assessments from 1998/1999 to 2000/2001
in amount of HK$11,089,000, including interest and
surcharge. Such amount has been properly accrued
for in the Company’s audited consolidated financial
statements for the year ended 31 December 2007.

The Company’s share option scheme (the “Option
Scheme”), was adopted on 21 January 2002 to
replace the share option scheme adopted by the
Company on 19 January 2000, and will expire on 20
January 2012. The purpose of the Option Scheme
is to enable the board of directors of the Company
to grant share options to selected eligible persons
as incentives or rewards for their contribution or
potential contribution to the Group.

Under the Option Scheme, the board of directors
of the Company may grant share options to the
following eligible persons:

(i) any director or proposed director, employee or
proposed employee of, or any individual for the
time being seconded to work for, any member of
the Group or any controlling shareholder or any
company controlled by a controlling shareholder.

R-ZBEE+F+_A=+—"H KT
NATHEE N AR R SKEERKB
RNAEIWES REMERFRSFE
MMEEAN - AEEEAKE QR
MESFRSEGERFARIER °

R_ZTZRF=ZA=1+H" BHEB
BERBZE—ALAN/—AAALEF
BEE-ZEE/ BT —FFE ]
MEBZRBNBIBZ B EEE
#13,928,226 B LA AR A 2 & &
Bt B X A]Ocean Shores Licensing
Limited ([OSLL]) & £ )X # 1T &) ©
R-_ZTZENF - OSLLE B/
BREKMBEHE BE LN/
— AW ANEEE-_ZTTZT/-ZTZT
—FELERBVFEZRBNABHIEA
11,089,000% 7t(& & A & K& M o0
B) ZeBOLERITARRTEE
T E+-A=+—HItFEEZ
KERIZAR B TS RR o

AR ZTE_F—HA=+—HE
MR AE T8I ([RERRAERTEI]) + LARR
RARRAR-_ZEZEZTFE—ATHLBEK
Mz BERESE YR T ——F
—AZ+BER - - BREEIEEE
ARREESAMETAERALR
HEREEABREHAEE 2 ERK
BIEE RN 2 RNk B3R

RIEERETS EFGAURATE
BIRALTREBEE -

() ANEEZEMKERBSAEME
RERCR AT AT R PR A IR 2 1l 2
NRZEFNEZHEEES - &
BREREE - HEME RERE
AIRLZATL e
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38. SHARE-BASED PAYMENT
TRANSACTIONS (Continued)

(i) any holder of any securities issued by any
member of the Group or any controlling
shareholder or any company controlled by a
controlling shareholder.

(iii) any business or joint venture partner, contractor,
agent or representative of,

(a) any person of entity that provides research,
development or other technological support
or any advisory, consultancy, professional
or other services to,

(b) any supplier, producer or licensor of films,
television programmes, video features,
goods or services to,

(c) any customer, licensee (including any sub-
licensee) or distributor of films, television
programmes, video features, goods or
services of, or

(d) any landlord or tenant (including any sub-
tenant) of,

any member of the Group or any controlling
shareholder or a company controlled by a
controlling shareholder.
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The maximum number of shares which may be
issued upon exercise of all share options to be
granted by the Company under the Option Scheme
and any other share option schemes of the
Company must not exceed 10% of the Company’s
shares in issue as at the date of approval of the
Option Scheme. Such limit may be refreshed by
shareholders in general meeting from time to time.
The maximum number of shares which may be
issued upon exercise of all outstanding share options
granted and yet to be exercised under the Options
Scheme and any other share option schemes of the
Company must not exceed 30% of the Company’s
shares in issue from time to time.

The maximum number of shares issued or to be
issued upon exercise of share options granted under
the Option Scheme and any share option schemes of
the Company to any eligible person in any 12 months
period shall not exceed 1% of the Company’s shares
in issue. Any further grant in excess of such limit
must be separately approved by shareholders with
such eligible person and his associates abstaining
from voting.

Any grant of share options to a director, chief
executive or substantial shareholder of the Company
(or any of their associates) must be approved by
independent non-executive directors. In addition, any
grant of share options to a substantial shareholder
or an independent non-executive directors of the
Company (or any of their associates) in excess of
0.1% of the Company’s shares in issue and having
an aggregate value in excess of HK$5,000,000, in
any 12 months period, is required to be approved by
shareholders in general meeting in accordance with
the Listing Rules.

HITE AR BRIEBRET B RAD
AR E AL B AR RT B TR E 2 P
EEREMIT TETZRAROE
B - NSRBI EBRESIE BN
NEIEEBEITIRM 10% © ZRE AR
NERBREARE LT RES - BT
RIEE IR B R AR A IR AR
IR EIR L 2 B RITEMBFIT
FEREMA TET 2R RODE
B THREBTEZARTERITER
19 30% °

PRAEMA121E A BIE R AT R EE
iR B R AN A RIMEAAT b B AL A AT
FRBCEREMAENSEBRAL
BOAKTRTZESROEA - T
FHREARAECETRMD 1% - #—
FREBEZREBREALRR
AITHAE  MEZAEERALTRERE
ALEMERE -

AARRNBESE TETHRASRTE
BRR(EFEZEMBEAL)RH
TR BEBRENECBIIENTES
HEOE o AN - REMA121E A BB R
MARREERREKBIIERNITES
(A BEE2EMBBAL)BRLBB
AARBEITRMO.1%MAEER
5,000,000 8 T2 B HE - HIRE &
MR ARIRE RS _EERREHRE -
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Notes to the Financial Statements

E'ﬁ%#ﬁﬁ MT.I.-ELI For the year ended 31 December 2007 HE=TZE+tF+=-A=1+—HILFE

33.S HARE-BASED PAYMENT 38 LURELZEROXE(£E)
TRANSACTIONS (Continued)

An offer of the grant of share options must be BROEREERVEANMELZERZ
accepted within 30 days inclusive of the day on A(BEEZB )R RNBEREEKA
which such offer is made, with a payment of HK$1.00 MARR S 1.008TESN - BT
by the grantee to the Company. The exercise period BREZITEHEESSET  HEE
of the share options granted is determinable by the WA S BE H B R T -

board of directors, but in any event shall not exceed
ten years from the date of grant.

The exercise price of share options is determined by EBRENTTEELRESSETE  HYAE
the board of directors provided always that it shall be Z2LAETIz&RE

at least the highest of:

(i) the Stock Exchange closing price of the () ARFRMABEEBBH(KER
Company’s share on the date of grant, which EER) 2B TE &

must be a business day; and

(i) the average Stock Exchange closing price iy AREROREEZERLAHAR
of the Company’s share for the five business BeEER 2 FHIBIFTKRME -
days immediately preceding the date of grant, HEFRITEEERPATEER
provided that the exercise price per share shall RABIRG ZEE °

in no event be less than the nominal value of the
Company’s share.
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Notes to the Financial Statements

Ejiﬁiﬁﬁ Bﬁ% For the year ended 31 December 2007 HE=TZE+tF+=-A=1+—HILFE

33.S HARE-BASED PAYMENT 38 LURELZEROXE(£E)
TRANSACTIONS (Continued)

The following table discloses movements of the TEREBFARAAERE, 2T -
Company’s share options during the year:

Exercise Exercise
price per price per
share before  share after

completion  completion Exercised Outstanding
of of  Outstanding Granted during  Adjustment at
Category Date openoffer  openoffer  at1.1.2007 during 2007 forthe  31.12.2007
of eligible of Exercise MRBE MERE  WOSStE 2007 fMoei)  openoffer A-ERtE
persons grant period SHAZ Sh 2 -A-B  R-EEtE  WCETtE HOMEE t2R=t-A
RERALER REAH i SRA%E  SRARE AR R fif i) friEg HAE
Employees 8.3.2002 8.3.2002 10 7.3.2012 HKS$2.60 HK$2615 19,000,000 - - (106,742) 18,893,258
ER ZE22EZANR e a1\ e S 260BT 26151 (Note i
Wy
Employees 13.12.2004 13.12.2004 t0 12.12.2014 HKS1.94 HK$1,951 27,570,000 - - (154,888) 27415112
| ZEEMFT-ATSR CEEMECATCRECE-MELC 19457 195137 (Note i)
Bt-R (i
Employees and 2.3.2007 22.3.2007 10 21.3.2017 HKS0.47 HK$0.473 - 47520000  (32,400,000) (64944) 15,085,086
consultants TERtESATCA CERtE-fTfCAEE-tESR 04TET  0478%T (Note i)
EERER =t-A (W
Employees and 315.2007 31.6.2007 t0 305.2017 HK$0.70 HKS0.704 - 79129000 - (444545) 78,684,455
consultants ZERtERAST-R CERtFRACT-RAECE-LERA 0705 O7043T
EERER =1A
Employees and 11.7.2007 11.7.2007 0 1072009 HKS$0.63 HK$0.634 - 98536994 - (6535679) 97983415
consultants TEEHELAT-A ERtELAT-HECEEARLAT 063%L  0634%T
EERER A
46570000 225185994 (32,400,000) (1,344,698) 238,011,296
Exercisable at the
end of the year
RELT 238,011,296
Notes: Vo=
(i) The exercise period commenced on the date of grant. 0] TTEHIR S Y B AR -
(ii) The number of share options has been adjusted for the (ii) ERESBEEEN _ZES+EHA
share consolidation that became effective on 21 May 2007. “t+—BHAERZRDEHFERTAE o
(iii)  The closing price of the Company’s share on 17 May 2007, (i) M-ZETLEFERA+LB(EREETE
the date on which the share options were exercised, was ER)ZAATBROWTESER0.87
HK$0.87 per share. BT
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The fair value of the share options granted in the
year ended 31 December 2007 was HK$32,282,000
which has been expensed as share-based payment
expenses during the year.

The fair values of the share options granted on 22
March 2007 and 31 May 2007 were measured, using
Black Scholes Model, by BMI Appraisals Limited.
The fair value of the share options granted on 11 July
2007 was measured, using a binominal option pricing
model, by Grant Sherman Appraisals Limited. The
following table lists the inputs to the models used:

22 March 2007

= i

=A=+=H

Option life AR HA 10 years
104F

Grant date share price R BHEIR(E HK$0.42
0.42% 7T

Exercise price 115 E HK$0.47
0.4787T

Expected volatility (%)  JEHRKIE(%) 71.37%
Expected lives of share i@ T8 HA4F HA 1 month
options 11& A
Dividend yield (%) IR B (%) 0%
Risk-free interest rate R FIE 3.629%

The expected lives of share options are based on
the historical data over the past five years and are
not necessarily indicative of the exercise patterns
that may occur. The expected volatility reflects the
assumption that the historical volatility is indicative of
future trends, which may also not necessarily be the
actual outcome.
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HEz_ZTZZ+tF+_A=+—H
tFERHCERBECRATESR
32,282,000/ 7 © EREAFIELARL
MEAZF X -

R_ETLtF=A_F+_HEK=ZZT
tFRA=ZT+—HREZEREZA
FEIIRELHBEFRMARTHE
RARKAEHENFTE - RZZF
+tFLtA+—HRELZEREZAF
BEIRFELBRHPBFHERAA
KA—BAHAEEERAGFE - TX
HIREAFTARK 2 ER -

Date of grant

REBH
31 May 2007 11 July 2007
—ZEZTt+FHA —EELHF
=+—8H +tA+—H
10 years 2 years
104F 2%
HK$0.70 HK$0.63
0.70% 7T 0.6387T
HK$0.70 HK$0.63
0.70% 7T 0.6387T
76.53% 85.12%
3 months 2 years
31E A 2%
0% 0%
4.017% 4.236%

BAREEHEMIRBERFZES
BIBEE - P —ERTARELEZT
AR o FEHPM IR R BRE 2R 18 KRR
REBE 2 Rz A R4S
=

= B me
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No other feature of the share options granted was
incorporated into the measurement of fair value.

At 31 December 2007, the Company had 238,011,296
share options outstanding under the Option Scheme
(2006: 465,700,000), representing 12.19% (2006:
718%) of the existing issued share capital of the
Company.

With effect from 1 December 2000, the Group has
set up a defined contribution retirement scheme,
the Mandatory Provident Fund Scheme (the “MPF
Scheme”), for all the eligible employees of the Group.
The Group did not provide retirement benefits for its
employees prior to set up of the MPF Scheme.

Under the MPF Scheme, the employees are required
to contribute 5% of their monthly salaries up to
maximum of HK$1,000 per employee and they
can choose to make additional contributions. The
employer’s monthly contributions are calculated
at 5% of each employee’s monthly salaries up
to a maximum of HK$1,000 (the “Mandatory
Contribution”). The employees are entitled to 100%
of the employer’s Mandatory Contribution upon their
retirement at the age of 65 years old, death or total
incapacity.

LR M DRI BRI 2 W B R
AR EER -

RZEBEZ+LFF+_A=+—080 &2
7] 5 238,011,296 (ZEE X F
465,700,00017 ) 1R 1% % AR #E &1 81 %
B2 mARITEERE  HEXRAEEH
BEBITIRA1219% (Z T T N F ¢
7.18%) °

BE-_ZZTF+-F—HE  A&EH
BRESEREERY —TBTEHEMHK
RIRFTEl — amlEABESEEI([58
BestEll) - RRZaFEETE A -
AEEWEAREBIRETMENKRE
) o

BIEREETE - BEHAKRHEAY
5% (% A B{EE1,0005 T AER)
TERE IR - WATER BB HBBIMESR ©
BRESAZHEARNEZIREREAH 5%
(&% A1,0008 L AR ) E([& ]
MR ]) o BB AT 65 BRIR K » A
kT2 RETIFEE N2 EESE
F 2 BB K o
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Notes to the Financial Statements

PR R M EE

For the year ended 31 December 2007 BE=—TZ+F+=-A=+—HIFE

40. MATERIAL RELATED PARTY

TRANSACTIONS

(a) Save as disclosed elsewhere in these financial
statements, the Group had entered into the
following material related party transactions with

40. EXBEALRS

(a) BRAMBHMEREA T TR
O AREEEREE REHK
BRRETTIBEABEALR

China Star and its subsidiaries: Z
Name of company Nature of transaction 2007 2006
GRS REME —EELHF AN
HK$°000 HK$’000
FHET TET
Paid or payable to:
AT AR SRR :
1. China Star Salaries
FEE e (1,300) (1,118)
2. China Star Interest expense on
FEE loan
BB - (100)
3. China Star Production Post-production
Services Limited Services expenses
PRESZRERBERAR  BERERE L - (90)
4. China Star Repayment of loan
FEE BEEN - (33,800)
5. China Star Amount due by the
FEE Group
REEERFIA (700) (602)
6. China Star Laser Disc Amount due by the
Company Limited Group
B 2 EST R G R AR REBE BN TIR (1) —
7. China Star International Amount due by the
Distribution Limited Group
B2 B EITER AR REBE BN TIR - (2)
8. China Star Production Amount due by the
Services Limited Group
TEESTEMERBERAT  AEERENFKIEA - (2)
Received or receivable from:
BATARIE Wk YRR :
9. China Star HK Distribution Sub-licensing income
Limited EREITRBA
HEEEBEITARAR - 200
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(Continued)

In addition to the above, the Group entered
into a conditional sale and purchase agreement
with China Star on 1 August 2007 pursuant to
which the Group would acquire a 100% interest
in the issued share capital of Exceptional Gain
Profits Limited, a wholly-owned subsidiary of
China Star, and a sale loan at a consideration
of HK$447,000,000. The consideration shall be
satisfied by the issue of a convertible note by
the Company. Exceptional Gain Profits Limited
is an investment holding vehicle, which indirectly
holds a 50% interest in Kingsway Hotel Limited.
The consideration was determined after arm’s
length commercial negotiations and with
reference to an independent property valuation
conducted by DTZ Debenham Tie Leung Limited
on an open market basis valuing Kingsway
Hotel at approximately HK$894,000,000 at 31
July 2007. The transaction was approved by the
independent shareholders at the special general
meeting of the Company held on 31 December
2007. On 31 December 2007, the Group and
China Star entered into a deed of variation
pursuant to which the parties mutually agreed to
extend the long stop date in the conditional sale
and purchase agreement from 31 December
2007 to 28 February 2008.

(&)

bBrEiEN AEBR_ZZT
+tENA—REFEHEFILA
REEEWS Bt A5 H
#5 Uk B8 Exceptional Gain Profits
Limited (P B 2 £ B B R A A
ZEEWNBAR)EBITRAZ
100% R RIHEEMR < % ' K
& & 447,000,000 7T + FELAZE
TR AR IR 2 ° Exceptional
Gain Profits Limited &# & 5%
T A - HfE % B Kingsway
Hotel Limited Z50%# = °
RENDKEBATFEHEER L
N2 ZRBERITERRAAR
ARHAMBEEET B LIYE
FEFEEHEBER-ZZT
+tFLtA=+—BZEBEHAE
894,000,0008 JT ) B & 7 ° %
REGERARBI R _EELF
T A=+—HEITZBRERER
A LEBIBREIE - RZZT
T+HF+-_A=1+—H A&EH
BB 2R EE] T - Bt
AT ERREREGRHEEER
BZBREBHERA—ZTTLF+ =
A=+—HIERZE-_ZEZN\F—
AZ+/\B8 -
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During the year, the Group entered into the
following material related party transactions with
Ms. Chen Ming Yin, Tiffany, a director of the
Company:

(i)

On 19 July 2007, the Group entered into a
conditional sale and purchase agreement
with Ms. Chen Ming Yin, Tiffany pursuant
to which the Group would acquire a
100% interest in the issued share capital
of Modern Vision (Asia) Limited at a
consideration of HK$684,000,000 (subject
to adjustment). The major asset of Modern
Vision (Asia) Limited is its indirect 50%
interest in a lot of land with the area of
4,669 square meters located in the Nam
Van Lakes Zone, Macau. The consideration
was determined between the Group and
Ms. Chen Ming Yin, Tiffany on a “willing
buyer — willing seller” basis. The transaction
was not approved by the independent
shareholders at a special general meeting
of the Company held on 21 November
2007.

On 5 November 2007, Ms. Chen Ming
Yin, Tiffany granted an unsecured and
interest-free loan of HK$45,000,000 to the
Company. The Company repaid the loan on
27 November 2007.

RICHE MULTI-MEDIA HOLDINGS LIMITED Annual Report 2007

FAREEERANRRZEFRA
RUTETATERBEALR

2

(i

RZZEZTLEFELAT R
A AEBEBEREAREZ L
AIVBEBRUHEE R &
gt - AEE & UHE Modern
Vision (Asia) Limited & %
1T AR Z2100%4# = ©
& /684,000,000% T
(AAITHE) WBEeX
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Notes to the Financial Statements

Ejiﬁiﬁﬁ Bﬁ% For the year ended 31 December 2007 HE=TZE+tF+=-A=1+—HILFE

40. MATERIAL RELATED PARTY 40. EXBEALRZ (&)
TRANSACTIONS (Continued)

(c) Compensation for key management (c) XEEBEAEFHM
personnel
Remuneration for key management personnel, FTEEREABFTMN(ERIET R
including amount paid to the directors of the KHEFIR1I2EAEEZ A TR
Company and certain of the highest paid RRIEERETHRSFEEZS
employees, as disclosed in notes 11 and 12 to B)WAT

the financial statements, is as follows:

2007 2006
—EELHF —FTER
HK$°000 HK$’000
FHT TET
Salaries e 3,875 3,954
Contribution to retirement IRIREFIFTBIHEFR
benefits scheme 24 24
Share-based payment expenses AR S5 2 B2 4,345 —
8,244 3,978
41. PLEDGE OF ASSETS 41. EEEKH
At 31 December 2007, the Group has pledged R-ZEBEEL+FEF+_A=+—H" &
its investment properties with fair value of EEPSERIEAEEEERE
HK$852,081,000 (2006: HK$678,000,000) and its 45 852,081,000/ T(Z T T X F
bank deposits of approximately HK$16,832,000 678,000,000 7T ) 2 R E W % M iR
(2006: Nil) which were held by Beijing Jianguo to T #) 16,832,000 B TL(Z T X
secure the bank loans amounted to HK$329,018,000 FOEERE UEAEERRTE
(2006: HK$357,427,000). 7329,018,000 (= T T /X F -

357,427,000 70) Z V&R
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The Group’s activities expose it to a variety REEBZEBEAZZREYER

of financial risks: market risk (including equity % TS E B (B IERAER R
price risk and foreign currency risk), credit w RANERFE) - FEERR - R

risk, liquidity risk and cash flow and fair value FERER LR REATFERN
interest-rate risk. The Group’s overall risk KR o NEBEcBEERRER
management programme focuses on the FTEIF0F R B 7 T 35 2 3 78R
unpredictability of financial markets and seeks M BRFEEREEAEETBE
to minimise potential adverse effects on the KR BETNEE -

Group’s financial performance.

(i) Equity price risk (i) BREEHEE

The Group is exposed to equity price risk
because investments held by the Group
are classified on the consolidated balance
sheet either as available-for-sale financial
assets or as financial assets at fair value
through profit or loss. The Group’s equiy
price risk is mainly concentrated on equity
securities quoted in The Stock Exchange of
Hong Kong Limited.

The Group has limited exposure to equity
price risk since the investment securities
held as at balance date is not significant. At
31 December 2007, the Group did not hold
any financial assets at fair value through
profit or loss (2006: HK$28,100,000).

The Group is not exposed to commodity
price risk.
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Notes to the Financial Statements

PR AR P EE

For the year ended 31 December 2007 HE=—TT+tF+-A=+—HILFE

42. FINANCIAL RISK MANAGEMENT
(Continued)

(a) Financial risk factors (Continued)

(i)

(i)

Equity price risk (Continued)

Sensitivity analysis

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

If equity prices had been 5% higher/
lower, net profit for the year ended 31
December 2007 would not be affected
(2006: increase/decrease by HK$761,000)
as a result of the changes in fair value of
financial assets at fair value through profit
or loss.

The Group’s sensitivity to equity prices has
not changed significantly from prior year.

Foreign currency risk

The Group operates in Hong Kong, the
PRC and Macau and is exposed to foreign
currency risk arising from various currency
exposures, primarily with respect to Macau
Pataca and Renminbi. The Group does
not hedge foreign currency translation risk
because translation gains or losses do not
affect the project company’s cash flow or
the Group’s annual profit.

42. BEEREERE)

(a) MERBEEZE)
() BREEHEEE)
BB T
T 5 G RE AT Th R R iR
EE ARSI ZBRABER
FERETE -

W ANEE LA/ T K
5% AIAEBHZE_-ZT
T+FE+-_A=+—HIt
FEZHANTEHIZAF
Bt NBRSRZEMEE
ZAFEEHNIIFE
(ZETRF &/ md
761,000/87T) °

ZNE S N 8
EREFEZEZRTAN -

(i) SME [ Bz
REEREE  RE KR
PFigees - WAEAX AT
EMEAZIERR - E
ZEBEMTEARES
e ARIE R BB &Y
BARDNBZHERERAN
SECZFEHMN  WAE
[ 4 3 s N LB o
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Notes to the Financial Statements

E'ﬁ%#ﬁﬁ MT.I.-ELI For the year ended 31 December 2007 HE=TZE+tF+=-A=1+—HILFE

42. FINANCIAL RISK MANAGEMENT 42, B E e EE (F)

(Continued)
(a) Financial risk factors (Continued) (a) MEREBEEE)
(ii) Foreign currency risk (Continued) (i) SMEREE(E)

Sensitivity analysis B E DT
The following table demonstrates the TRERBRFABEME
sensitivity to a reasonably possible change HERBTE  KXEBERN
in foreign currency exchange rates, with A A ¥ 7N EE B 3R 3R &
all other variables held constant, of the BErge¥s s BURE(HR
Company’s profit before tax (due to EBEERARE) -

changes in the fair value of monetary
assets and liabilities).

Increase/

Increase/ (decrease)
(decrease) in profit/(loss)
in Renminbi before tax
Rate RR5E AT

ARBER =H/ (EE)
3/ (FEK) @i/ (D)

% HK$’000
T
2007 —EBLHF
If Renminbi weakens MARBRBLRE
against Hong Kong
dollar 5 1,957
If Renminbi strengthens i AR¥EEBTAHE
against Hong Kong
dollar (5) (1,957)
2006 —ZEER
If Renminbi weakens fig AR B TR B
against Hong Kong dollar B 290
If Renminbi strengthens M ARBHETHE
against Hong Kong dollar (5) (290)
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(iii) Credit risk

(iv)

The Group has no significant
concentrations of credit risk. It has policies
in place to ensure that distribution of
films and sub-licensing of film rights to
customers with an appropriate credit
history.

The Group’s exposure to credit risk arises
from default of the counterparty, with a
maximum exposure equal to the carrying
amount of the each financial asset,
including trade and other receivables, as
reported on the balance sheet.

Liquidity risk
The Group manages its liquidity risk
by ensuring it has sufficient liquid cash
balances to meet its payment obligations
as they fall due.

The Group closely monitors its exposure to
liquidity risk by reviewing the cash position
report monthly. It analyses efficiency of
fund management appropriately on the
drawdown of bank loans and appoint
dedicated personnel to ensure loans are
serviced on a timely and accurate basis.

The following tables detail the Group’s
remaining contractual maturity for its
non-derivative financial liabilities. The
tables have been drawn up based on the
undiscounted cash flows of the financial
liabilities based on the earliest date on
which the Group can be required to pay.
The tables include both interest and
principal cash flows.

(i) 1=ER
AEBYESKEEES
B o AEEIFITZHR
DEBRANABZERFE
KR RFPETEZ LS

BEH BT -

AEEARZEERRESH
FHEAMEL &SRR
HERBEERBRARES S
REE(BRRESREME
WR) 2 fREfE

(iv) nEEZERE
AEEBBBERTTHR
RS HETRITIBHNM
RET UWEBERHE
SRR

AEEEBEBEARTRS
AR BREZERE AT
ZRBECEAR - ZRE
B 0 AT SR 1T B IR R
ZEESEBZERE UK
ZEFZEABUBRER
Ko by o ZEHE ST AT

TRANREEREIFT
TEMBEIHRTAENE
H1H - 2 RERERAE
BRI cxFEH
ZEBRBERTARER
EMRHE - ZXRBHEFE
RAGHEERE °
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(iv) Liquidity risk (Continued)

Less than
1 month
HR-18A
HK$°000
FE71
2007 ZEEtE

Accruals and other  EtERREME
payables S 19,245
Receipts in advance WA 47,041
Secured bank loans  HEARTER 738
67,024
Less than
1 month
HR—{AA
HK$'000
FEr

2006 —EERE

Accruals and other e BRR AR
payables PEE 20,208
Receipts in advance ~ TBWEUE 60,898
Secured bank loans  AEMRTER -
81,106

(v) Cash flow and fair value interest rate

risk

The Group’s cash flow interest-rate risk
arises from bank borrowings. The Group’s
fair value interest-rate risk mainly arises
from fixed-rate short-term bank deposits.
The Group currently does not have an
interest-rate hedging policy. However,
the management monitors interest-
rate exposure and will consider hedging
significant interest-rate exposure should
need arises.
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(iv) ZEELREE(E)

3 months

1to3 to1year
months =R
-Z=f8A E-F
HK$’000 HK$’000
FiEx FiErx
10,718 16,077
10,718 16,077

3 months

1103 o1 year
months =f8A
—2=f8A FF
HK$'000  HK$'000
FET FET

- 5,470

- 5,470

)

1t05 Over
years  5years Total
-EEf  EENLE @t
HK$’000 HK$’000 HK$’000
TEx AT FET
- - 19,245
- - 47,041
301,485 - 329,018
301,485 - 395,304
1105 Over
years 5 years Total
—ERF 0L @t
HK$'000  HK$'000  HK$'000
TET TET T
- - 20,208
- - 60,898
351,957 - 357,427
351,957 — 438538

AEBZRERHAXEAR
KBERITEE - AEEHZ
N EMEREREZERE
EEEBRITER - KK
%) 38 B I 48 1 fa] 7 X 3 )
KK A EEESE
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Notes to the Financial Statements

Eji%ﬁéé Bﬁ-ﬁI For the year ended 31 December 2007 HE=TZE+tF+=-A=1+—HILFE

42. FINANCIAL RISK MANAGEMENT 42, KRR EE (&)
(Continued)

(a) Financial risk factors (Continued)
(v) Cash flow and fair value interest rate

(a) HBEAREAEE)
(v) B2mRAFEFERE

risk (Continued)

Sensitivity analysis

The sensitivity analysis below presents the
effects on the Group’s post-tax profit for
the year (as a result of change in interest
expense on floating rate borrowings).
For floating-rate borrowings, the analysis
is prepared assuming the amount of
liability outstanding at the balance sheet
date was outstanding for the whole year.
The sensitivity to interest rate used is
considered reasonable given the market
forecasts available at the balance sheet

(%)

SR
TOIGRRMEDHT 25 H A&
B2 NREFEBRBREEN 27
E(HNFIRBEZNEX
HEE) - UEEEEMS -
ZAMTIRRNEER Z R
EEREREFARKEER
mamE - SR RRME EA
BHERTE  NEEBR
SheBRAREARERLE
PIERERIRT - FTAANE
BRERRR/ARE

date and under the economic environments
in which the Group operates, with all other
variables held constant.

2007 2006
—EFLF —EERF
HK$’000 HK$’000
FET FET
Hong Kong dollars BIT
If interest rates were i FIZR = F+2%
29%(2006: 2%) higher (ZZZTRF 2%)
Post-tax profit for the year NEERRBIERF (527) (431)
If interest rates were i M= T 2%
29%(2006: 2%) lower (ZZZTRF 2%)
Post-tax profit for the year REERTE G 527 431

RICHE MULTI-MEDIA HOLDINGS LIMITED Annual Report 2007 1 13 4
TERLFFR EXSRBEEERAT



The carrying amounts of the Group’s financial
assets, including cash and bank balances, trade
receivables, deposits, prepayments and other
receivables, and financial liabilities, including
other payables, accruals and amounts due to
related companies, approximate to their fair
values due to their short maturities. The face
values less any credit adjustments for financial
assets and liabilities with a maturity of less than
one year are assumed to approximate to their
fair values.

The fair value of financial liabilities for disclosure
purposes is estimated by discounting the future
contractual cash flows at the current market
interest rate available to the Group for similar
financial instruments.

In assessing the fair value of financial
instruments traded in active markets (such as
financial assets at fair value through profit or
loss) is based on quoted market prices at the
balance sheet date. The quoted market prices
used for financial assets held by the Group are
the current bid price.

The fair value of financial instrument that are
not traded in an active market is determined
by using valuation techniques. The Group
uses a variety of methods, such as estimated
discounted value of future cash flows, and
makes assumptions that are based on market
conditions existing at each balance sheet date.

The carrying values of the current financial
assets and current financial liabilities
approximate to their fair values.
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The primary objective of the Group’s capital
management is to safeguard the Group’s ability
to continue as a going concern, maintains a
strong credit rating and healthy ratios in order to
support its business and enhance shareholder
value.

The Group manages its capital structure and
makes adjustments to it, in light of changes
in economic conditions. To maintain or adjust
the capital structure, the Group may adjust
the dividend payment to shareholders, return
capital to shareholders, issue new shares or
raise and repay debts. The Group’s capital
management objectives, policies or processes
were unchanged during 2006 and 2007.

The Company monitors capital using gearing
ratio, which is the Group’s total borrowings
over equity attributable to equity holders of the
Company. The gearing ratios at 31 December
2007 and 31 December 2006 were as follows:

Amounts due to related
companies
Secured bank loans

BHEMRITER

Total borrowings BrEE

Equity attributable to the equity ANATIARFEZR B A FEIEAX

holder of the Company -
Gearing ratio BEEE

FENREE A RIFIR

AEEEEEAZERBERR
[EREEFELLE IR - #i5
SRS E R AR R A Hr
HEBMEFARRER -

AEBERREEAGBALREL
BEIENEBEL AR - BRI
HEBEARGER  AEEARHER
BRRIER#EZRE - ARREE
B BITHBMNAEBEREE
BEH - R-ZBERNFR_TTL
FoAKREZEARNEERR - K

ARalHAEaELEXR(AIAEE
RIEERARNABIRERAE AR
HREERER - RZET L
F+-A=Z=+—HBEZZEZEX
F+-_A=+—HBza@EtEm
T

2007 2006
—BBLE —TTAAE
HK$’000 HK$'000
FET FET
701 606
329,018 357,427
329,719 358,033
1,046,080 390,636
31.5% 89.6%
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On 31 March 2008, the Group and China Star
entered into a deed of variation pursuant to
which the parties mutually agreed to further
extend the long stop date in the conditional
sale and purchase agreement dated 1 August
2007 relating to the proposed acquisition of
a 100% interest in the issued share capital of
Exceptional Gain Profits Limited and a sale loan
from 31 March 2008 to 30 May 2008.

On 28 February 2008, a conditional sale
and purchase agreement was entered into
between Riche (BVI) Limited, a wholly-
owned subsidiary of the Company, Well Will
Investment Limited and Mr. Ng Cheuk Fai, in
relation to the acquisition of the entire issued
share capital of Rich Daily Group Limited at
an initial consideration of HK$504,000,000.
The consideration will be satisfied by cash of
HK$360,000,000 and the issue of convertible
bonds in an aggregate principal amount of
HK$144,000,000 by the Company. Details of
this transaction were set out in the Company’s
announcement dated 4 March 2008.

On 19 March 2008, the board of directors
proposed the following changes to the capital
of the Company (the “Proposed Capital
Reorganisation”):

1. Share consolidation: that every ten issued
and unissued existing shares of HK$0.10
each in the share capital of the Company
be consolidated into one consolidated
share of HK$1.00 each (the “Consolidated
Share”) in the share capital of the
Company;
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(i)

(Continued)

2. Capital reduction: that the issued
Consolidated Shares be reduced by
cancelling from the paid-up capital thereof
to the extent of HK$0.99 of each issued
Consolidated Share and reducing the
nominal value of all the Consolidated
Shares comprising the authorised share
capital of the Company from HK$1.00 each
to HK$0.01 each; and

3. Share premium cancellation: that the entire
amount of HK$813,058,000 standing to
the credit of the share premium account
of the Company at 31 December 2007 be
cancelled and such credit amount arising
from the share premium cancellation be
applied to the contributed surplus account
of the Company where it will be utilised
by the board of directors in accordance
with the bye-laws of the Company and
all applicable laws, including to eliminate
the accumulated losses of the Company
of HK$518,374,000 at 31 December 2006
entirely.

The board of directors also proposed to change
the board lot size for trading in the Company’s
shares from 10,000 shares of HK$0.10 each
to 5,000 shares of HK$0.01 each upon the
Proposed Capital Reorganisation becoming
effective.

On 19 March 2008, the board of directors also
proposed to change the Company’s name from
“Riche Multi-Media Holdings Limited” to “China
Star Investment Holdings Limited” and upon
the name change becoming effective, the new
Chinese name “HEIEREFRAF" will be
adopted to replace “©% ZEEEBEBRAR]" for
identification purposes only.

Details of the Proposed Capital Reorganisation
and the proposed change of the Company’s
name were set out in the Company’s
announcement dated 19 March 2008 and
circular dated 8 April 2008.

The financial statements were approved and
authorised for issue by the board of directors on 25
April 2008.
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For the year ended 31 December
BEZ+-A=1+—-HLEE
2007 2006 2005 2004 2003
—BTtE —TEREF —TELREF —TTMEF —TE=F
HK$’000 HK$'000 HK$'000 HK$000 HKE'000
FET FET FET FET FET

Results E
Turnover X 38,739 17,476 38,339 58,382 206,996
Profit/(loss) from R/ (B1R)

operations 58,344 (11,484)  (29,324) (267,730) 116,429
Finance costs MEEH (19,494) (9,615) (340) (340) (340)

Profit/(loss) before BrEATE A,
taxation (E8) 38,850 (21,099)  (29,664) (268,070) 116,089

Taxation (charge)/
credit BE(ZH) #Ex (13,156) (195) — (277) 1,040

Net profit/(loss) for KEEZ 7 A
the year / (E18) F8 25,694 (21,294)  (29,664) (268,347) 117,129

Dividends % B, - = — _ _

At 31 December

BW+=RA=+-—H
2007 2006 2005 2004 2003
—BELF —TENF _TERF _TEMF _—TE=F
HK$’000 HK$'000 HK$'000 HK$000 HKE'000
FET & FET FET FET

Total assets BEEERR 1,542,452 922228 235,227 132,881 445,616
Total liabilities BfEERE (492,476) (518,696) (67,617)  (64,310) (109,446)
Shareholders’ funds IXEES 1,049,976 403,532 167,610 68,571 336,170
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Riche Multi-Media Holdings Limited

(Incorporated in Bermuda with limited liability)

XEZBREBFRAT
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Room 3408, Shun Tak Centre, West Tower,
168-200 Connaught Road Central, Hong Kong
B TFER168-20055 FE SR 03408F

Tel: (852) 2268 8222 Fax: (852) 2369 0981
Email: enquiry@riche.com.hk Stock code: 0764
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