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Vision
EAWAE

Mission
RANED

To be the world’s leading Chinese entertainment company
BAZRAEEMUMNETREDE

To expand horizons and enable people to live outside
the realms of their lives through the world of films,
television and music. By providing creative entertainment,
Golden Harvest enriches and inspires people to live life
to the fullest.

EAEBRREMBEASERNREHNE  EAREBE
¥ BRNSREBES —EBFREGHNZRE - KB XM
REERER  RMSEFREZTLER - EXRERER

At Golden Harvest we operate by the motto:
Love Life, Live Life. We possess:

» Passion for our industry

* Creativity to produce top products
* Openness in our deals

* Responsibility to our public

* Teamwork for success
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EXECUTIVE DIRECTORS
HITES

Mr. CHOW Ting Hsing, Raymond, cBs,
OBE, OST, aged 75, is the Chairman of the Company
and is jointly responsible for the business and the
strategic planning of the Group. He graduated from St.
John's University in Shanghai, majoring in journalism.
He co-founded the Golden Harvest Group in 1970 and
has more than 42 years' experience in the film industry.
Among the many awards that he has received for his
contribution to the film industry are "International
Showman of the Year" from the National Association of
Theatre Owners of the United States and the Golden
Horse Award for "The Most Outstanding International
Producer from Taiwan", both in 1980, and the "Lifetime
Achievement Award" at the 1996 CineAsia film industry
convention in Singapore. Mr. Chow was also honoured
in 1987 by Her Majesty Queen Elizabeth Il with the
Order of the British Empire, in 1996 by the Emperor of
Japan with the Order of the Sacred Treasure, Gold Rays
with Rosette, and in 1998 by the Government of the
Hong Kong Special Administrative Region with the Gold
Bauhinia Star.
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EXECUTIVE DIRECTORS
HITES

Mr. HUANG Shao-Hua, George, aged 53, the Deputy
Chairman of the Company, graduated from the College of
Telecommunications Engineering, National Chiao-Tung University in
Taiwan, and co-founded the Acer Group in 1976. He is deeply
involved in the development of microprocessor technology
applications and service and was the first person in Taiwan to
promote and sell microcomputers to international markets in 1979.
Mr. Huang is the Chairman of numerous related companies of the
Acer Group and is also a Director of China Productivity Centre. Mr.
Huang was distinguished as an honoured graduate by National
Chiao-Tung University in Taiwan and also as an outstanding graduate
of Cheng-Uen Junior High School.
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Mr. PHOON Chiong Kit, aged 50, the
Managing Director of the Company, graduated with
a Bachelor of Business Administration Degree from
the University of Singapore. He has 21 years'
experience as an investment banker and corporate
finance consultant.

BREELE  som - AAAESRLE  B%
REMBEAE BEIRNESESBLEN - HUBHRE
ROARKBHEERE=T—F o




Mr. CHU Siu Tsun, Stephen, aged 48, holds
BBA and MBA Degrees from Ohio University in the
US and is a Certified Public Accountant and a
Chartered Accountant in the US and Canada,
respectively. He is the Chief Executive Officer of
Golden Harvest Film Productions Limited. Mr. Chu is
also an Executive Director of GH Pictures (China)
Limited. Before joining the Golden Harvest Group, Mr.
Chu was the Managing Director of Manhattan Card
Co. Limited, a listed restricted-licence bank in Hong
Kong, from 1993 to 1997. He has held positions as
Vice President of The Chase Manhattan Bank in Hong
Kong, General Manager of Seng Heng Bank in Macau
and Vice President of J.P. Morgan in Canada.

KB L s8m BEZEBRZBMNAL
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Mr. CHAN Sik Hong,
David, aged 51, holds a
Bachelor's Degree in Art
from St. John’s University of
Minnesota, US, and a Master’s
Degree from the University of Kansas Graduate School of
Radio-Television-Film, US. Mr. Chan joined the Golden
Harvest Group in 1975. He is the Deputy Chief Executive
Officer of Golden Harvest Film Productions Limited. During
his 27 years tenure with the Group, he has worked on 22
international films and over 98 Chinese films. Among his
many screen credits, Mr. Chan was the producer of one of
Hollywood’s most successful independent screen series,
“Teenage Mutant Ninja Turtles” and its two sequels, which
grossed more than USD250 million in North America alone.
He is a member of the Producers’ Branch of the Academy
of Motion Picture Arts and Sciences in America.
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NON-EXECUTIVE DIRECTORS
FHITES

Mr. PENG Philip, aged 49, graduated with a MBA Degree
from the National Chengchi University in Taiwan. He is presently
the Senior Vice President and Chief Financial Officer of Acer
Incorporated. Mr. Peng has extensive experience in corporate
finance and investment management and was honoured as
“National Outstanding Finance Man of Taiwan” in 1988.

BEEAR

R

4

=

TERMW I o 408 BERABEYRAAS > BTFEL
$EEETEN REAEEEHBAERADIZERILER
PIME - AL RBEVBRREEE HELELESH - TR
—AANERBEA[ZEAGERBERA

INDEPENDENT NON-EXECUTIVE DIRECTORS
BYFHITES

Mr. LIN Frank, OBE, J.P., aged 75, received his education
at St. John’s University, Shanghai. He is presently the Chairman of
Milo’s International Corporation Limited and the Honorary Chairman
of the Textile Council of Hong Kong Limited and the Hong Kong
Knitwear Exporters & Manufacturers Association Limited.
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Prince YUKOL, Chatrichalerm, aged 60, attended the
prestigious Geelong Grammar School in Australia where he completed
his high school education. Thereafter he continued his tertiary education
at UCLA in California where he gained a Bachelor's Degree in Geology.
In 2000, Prince Chatrichalerm was awarded a Honorary PhD in Mass
Communications from Thammasart University in Thailand.

After his graduation, Prince Chatrichalerm embarked on his filmmaking
career by working on a number of his father’s films. In 1972, Prince
Chatrichalerm made his first feature film as a director, and has since
made a total of 24 feature films. His last film, “Suriyothai” (2001) gained
international acclaim, and was the subject of collaboration with Francis
Ford Coppola, who re-edited the film for international release.

Prince Chatrichalerm has served on many advisory panels on Thai film,
and was recently honored with the “National Artist” award for his services
to the film industry in Thailand.

Prince Chatrichalerm YUKOL - 608 » 78l & % £ fF Geelong Grammar School% & &
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SENIOR MANAGEMENT
SREEAE

Ms. ANG Puay Koon, Susan, aged 39, the Company
Secretary and Director of Legal Affairs of the Group, graduated
with a Law Degree from the University of Kent at Canterbury in
England and has a LLM from the London School of Economics
and Political Science. Ms. Ang is a member of Gray’s Inn and has
been admitted to the English Bar, the Malaysian Bar and the Hong
Kong Bar. She practised as a barrister in Hong Kong in the
chambers of Mr. Anthony Neoh, SC.

HEHIEZ £ 0 30 BAEEATIRNER EADEIE - HEY
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Mr. FOO Ying Sung, aged 71, is the General Manager of the
Cine Art Laboratory Limited (“Cine Art”) and is responsible for the
film processing activities of the Group. He joined the Group in 1971
as a Director of Cine Art.

BENEE 7118 RIVeRDAERAT ((XI)) 2 BRE
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Mr. LEE Yu, Alan, aged 60, the General Manager of Golden
Harvest Entertainment (Taiwan) Company Limited and is “
responsible for the Group’s strategic planning and film distribution _f"'- ;

in Taiwan. He graduated from Tankang University in Taiwan and iy

joined the Golden Harvest Group in 1981. Mr. Lee has more than ¥
30 years’ experience as a TV programme producer and has held
other related positions in Taiwan’s entertainment industry. He is
also the supervisor of the Motion Picture Association of Taipei.
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SENIOR MANAGEMENT
SREEAE
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Mr. MOK Hin Poon, alias Mok Chung Ming, aged 66, is the
Senior Adviser of Exhibition and is responsible for circuit operation,
cinema management and operation. He has been involved in
managing cinemas for more than 30 years. Prior to joining the
Group in 1975, he held senior positions in various entertainment
companies.
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Ms. SIM Li Lian, Vivian, aged 35, was appointed Senior
Vice President, Strategic Management & Business Development in
August 2001. She holds a MBA from Insead (France) and a BBA from
National University of Singapore. She joined the joint-venture
partnership Golden Village in Singapore in 1994 and moved to Golden
Harvest in 1996. Ms. Sim's previous position was Vice President,
Marketing.

MFELZLT 358 R-BE-—F\AREELERTKEERYE
BARDESRIAE HEAEERNEEER THERELEAR
FMBEY AR TREEE T B o 5K — AR IE R M A
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Mr. SU Ke, aged 47, is the General Manager & Chief
Representative of the Group’s China Division. Mr. Su graduated
from the Tokyo Music Academy in Japan and has since been
involved in the culture and entertainment business for about 19
years. Throughout his career, Mr. Su had assumed important
positions including Vice President of the Shanghai Art Festival
Committee and Chairman of the NAMCO China company.
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SENIOR MANAGEMENT
SREEAE

Mr. TAN Boon Pin, Simon, aged 34, General Manager,
Exhibition, graduated with a Degree in Business with majors in
Finance and Economics from Western lllinois University in the US.
He joined the Group’s joint venture partnership in Singapore in
May 1992 and has since worked in Thailand, Malaysia and Taiwan.

BRYWRE » s pEEEERDLEE  REXNEIER
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Mr. TRIWONGWARANAT Teerachai, aged 47, is the
Director of Film Distribution Division of the Group. He graduated with
a Degree in Accountancy from the Faculty of Commerce and
Accountancy at the Chulalongkorn University, Bangkok, Thailand and
holds a MBA from the University of Dallas, Texas, US. Before joining
the Golden Harvest Group in 2000, he was the Vice President,
Operations of Entertain Golden Village Company Limited in Thailand
and was the Regional Programming Director, Asia of Golden Village
Multiplex Pte Limited in Singapore.
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T he past financial year has been a challenging
year for the film and entertainment industry in Hong
Kong, but no more so than some that Golden Harvest has
been through in the past three decades. From a financial
standpoint, we are looking confidently towards the future
despite some losses this year. This confidence comes from
corporate moves to consolidate our businesses in these
difficult times. We believe that it is when the going gets tough
that the tough show their mettle by making bold but rational
decisions; it is these sorts of decisions that will ensure that
Golden Harvest remains a strong leader in the business.

In the past few years, you have heard me talk about our
plans to turn Golden Harvest into a fully-integrated multi-
media entity. In 2000, we laid the foundation for that ambition
with the setting up of our public relations and music divisions.
In the face of the poor economic climate not only in Hong
Kong but also around the region, however, we have diverted
slightly from this course. Among the major decisions we have
made in the past year is to return to our core businesses of
distribution, exhibition and production and to lay dormant our
two new divisions and also to divest of under-performing
businesses such as our video business in Taiwan.
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Chairman’'s Statement
FEHRESE

However, we believe this detour only marks a temporary
delay to our multi-media plans and the streamlining of
our operations will help us maintain our competitiveness
in an embattled market. The consolidation in the past
year is yet another testament to Golden Harvest's
attunement with the industry and our responsiveness
towards market conditions, something that has kept us
ahead of the game for so many years. By concentrating
on our core businesses, we have been able to maximise
our strengths while minimising risk for our shareholders.

We have scaled back on our productions and instead
moved into the arena of film financing, which is
economically more viable and provides lower risk, in
return for distribution rights across the region. This
business model allows us to optimise our capital usage
and capitalise on our regional synergies. It also allows
us to gain market share through service and distribution
fees. This is why you will see us moving towards a
more aggressive approach for the distribution of both
non-Chinese language and Chinese language films.

The film industry is not going to rebound very quickly
but Golden Harvest is a well-established brand name
with consumers around the world. Our aim now is to
find new entertainment avenues that will allow us to
leverage on our existing brand and consumer confidence.
In China, for instance, we are already a strong brand
name and are perfectly positioned to be able to capitalise
on the eventual opening up of the market.
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We are working very closely with both the Hong Kong
Government and the Chinese Government to work
towards bringing more Chinese language films to China.
We are hoping to see China opening up the Pearl River
Delta region for freer imports of Chinese language films
and we see Golden Harvest's role as a bridge towards
achieving that. When that happens, our market of six
million will grow significantly to more than 40 million.

Despite falling box office receipts across the region, our
exhibition business also continues to fare well. In Singapore,
we are starting to see our first profits roll in after a period
of investment. In Malaysia, we have also gained headway
through lower costs with the reduction of entertainment tax
in the country. In China, we have successfully negotiated
our contract for the IMAX theatre in Shanghai to include
four other multiplex screens as well.

My belief in the demand for entertainment is still strong.
Whatever the economic situation, people - whether in
Hong Kong, China, Asia or anywhere else around the
world - will continue to want entertainment. With the
strong branding of Golden Harvest, we have no doubt
that we will remain a leading supplier for that demand. |
speak for my senior management and staff when | say
that our vision towards the future remains the same,
our confidence unshaken. The economics of the
business may force delays or diversions, but these will
only encourage us to be more pragmatic, prudent and
precise. The journey may be rough at times, but here at
Golden Harvest we have been on that road and we
know the way. We will get there in good shape.
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Overview

Poor economic conditions have impacted strongly on the
film industry and the entertainment business as a whole. We
expect these conditions to prevail for some time and have
acted accordingly to protect the Group's diversified interests
in the industry. The Group has consolidated by going back to
its core business of distribution, supported by the exhibition
and production businesses. In refocusing on our core
businesses, we have slowed down - and in some cases,
closed down - activities of under-performing sectors.

Box office receipts in Hong Kong jumped 9.6% to HK$1,040
million for the year 2001 but these figures do not fully
represent the bearish situation of the market. Much of the
box office increase has been due to the overwhelming
success of a few individual movies. The outlook for 2002
remains bearish, with both production and box office levels
continuing to fall dramatically. Despite that, the Group’s
financial standing still remains strong and we continue to
operate debt-free. We continue to critically review our expenses
and business strategies consistently and are looking to new
business models where we can leverage on our position as a
leading brand in entertainment across the region.
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Finance

For the financial year ended 30 June 2002, the Group
incurred a loss of HK$86.4 million as compared to a loss of
HK$73.8 million last year. The figures include normal
operating losses of HK$45.2 million and non-recurring loss
items of HK$41.2 million, due to the divesting of unprofitable
or under-performing non-core businesses such as our
Taiwan video rental operations and our music and public
relations divisions. Consequential losses of trimming down
business activities came up to HK$18.3 million and the
Group has conservatively made a provision of HK$15.5
million for impairment loss in film and television rights, in
light of the poor performance of Chinese language films in
the past few years.

Despite the higher non-recurring loss items, the move will
lower our operation expenditure by 15% in the coming years
and significantly reduce risk for the Group. Despite the
conservative income from Chinese language films, our
distribution income has been considerably boosted by strong
non-Chinese language products released by the Group in
the financial year. This has brought the Group a modest but
noteworthy profit of HK$1.9 million despite the shrinking
markets. In the exhibition sector, the Group has benefited
from rising contributions from the Singapore and Malaysian
businesses as well as the appreciation of the Singapore
currency. Results from the exhibition sector showed a
marked increase of HK$14.4 million from last year.
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Film Distribution

The total box office of Hong Kong grew from HK$962 million
to HK$1,037 million, a 7.8% increase for the financial year
under review. This was largely attributed to the release of
Hollywood blockbusters such as “Harry Potter”, “Jurassic
Park 3” and “Tomb Raider” as well as the successes of two
local films “Shaolin Soccer” and “Love On A Diet”. However,
box office takings dipped by 16% in the first half of 2002.

The Group distributed 23 Chinese language and 43 non-
Chinese language films in the 2001/2002 financial year,
compared with 25 Chinese language films and 27 non-
Chinese language films in the previous year. Despite that,
our lunar new year release “Marry A Rich Man” scored a
resounding success at the box office, being the top grosser
of the first half of 2002 with gross receipts of HK$21.7
million. The increase in our share for non-Chinese language
films from 17% to 19% helped offset the decrease in our
market share for Chinese language films which fell from
28% to 21%. The reason for the decrease in the number of
films distributed by the Group is the Group’s turn from direct
productions to film financing of fewer but better-quality
movies in return for regional distribution rights.

This has lowered production risks for the Group significantly
as we do not have to bear the full cost of production. It also
allows the Group to capitalise on our distribution synergies
across the region and to gain market share through service
fees and distribution fees. The result of the new initiatives
will be more fully felt in the coming financial year.
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Exhibition

In accordance with streamlining and consolidations plans,
the Group has seen fit to close several underperforming
cinemas across the region. The Group now operates 215
screens in 38 cinemas in Hong Kong, Mainland China,
Singapore and Malaysia.

Both Singapore and Malaysia turned important corners in
the 2001/2002 financial year. Despite overall admissions
level in Singapore remaining flat, exhibition for the Group
recorded its first profits with a net share of HK$5.7 million.
This has been attributed to a highly successful marketing
campaign and price increase strategy.

An increase of blockbusters and the reduction of
entertainment tax by Malaysian authorities have also
increased box office and admissions in the country
significantly despite a net of tax ticket price increase. The
bottom line has also been aided by the trimming of operating
costs and closure of under-performing cinemas.

In Hong Kong, the exhibition business has generally been
hard hit especially in the latter part of the financial year
with total admissions in the market registering a drop of
approximately 21.5%. Lower film hire percentage and higher
average ticket prices helped counter further shortfalls,
resulting in a loss of HK$5.1 million compared to HK$2.7
million the previous year.

In China, our plans for Golden Peace Cinema IMAX Theatre
has received a boost with the negotiation of our contract to
now include a further 4 adjoining multiplex screens. With
the 7 existing screens at Hai Xing and Friendship, this will
bring our total number of screens in Shanghai to 11 besides
the additional IMAX theatre, which is expected to be ready
in the first Quarter of 2003.
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Film & TV Production

While the Group maintains our interest in the kind of quality
products we have always been known for, we have decided
to scale back on in-house productions in 2002 in light of
the current economic downturn and the shrinking of the
traditional markets for Chinese language films. Instead, the
Group has switched focus to financing films from other
producers in return for distribution rights across the region.
This allows for more optimum usage of capital while
providing less risk.

Despite that, the Group’s films from 2001 performed well
both artistically and commercially. At the 21st Hong Kong
Film Awards, “The Accidental Spy” won Best Film Editing
and Best Action Choreography and was nominated for Best
Sound Design and Best Visual Effects; “Para Para Sakura”
was nominated for Best Original Film Song; “2002” was
nominated for Best Visual Effects; and “You Shoot | Shoot”
was nominated for Best Screenplay. At the 7th Golden
Bauhinia Awards, “You Shoot | Shoot” won Best Screenplay
and was nominated for Best Supporting Actor.

In television production, the Group went on ahead to
produce several drama series including the 20-episode “The
Fan Scholar” and the 30-episode “The Legend of the Tang
Dynasty aka Love Affairs in the Tang Dynasty” which has
proven to be very successful in Mainland China. We have
been less active with filming in 2002 because of stricter
production rules in the Mainland and have been spending
more time developing new projects.
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Video

In video sales, the Group is seeing encouraging performance
since the setting-up of the video distribution business in
September 2001. Despite still being in its incubation period,
the division has already contributed a net profit of HK$1.1
million to the Group.

On the other hand, the Group has decided to discontinue
the operations of its Taiwan video rental business. This is
due to a drastic drop in the overall video rental market in
Taiwan as well as the Group’s decision to focus on its core
businesses.

Music/Public Relations

The Group established a Music division and a Public
Relations division in 2000 but decided to temporarily
halt operations for the divisions during this financial year.
This is in response to a rapidly shrinking music market
and a drop in advertising budgets for respective clients.
This is also part of the Group’s strategy to return to its
core businesses where we can leverage off our strengths
and our brand name in the face of an uncertain future
for the industry.
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Prospects

The Group’s tougher cost control measures and our return
to core businesses and strengths will help us maintain and
increase our competitive edge in the industry. The market
will still be tough and we expect that it will be some time
for the industry to rebound. Piracy will remain a big problem
in the region for producers, distributors and exhibitors. Our
consolidation will hold us in good stead in unsteady times.

Hong Kong will continue to be the base for the Group and
Singapore and Malaysia will retain their strong supporting
roles for us. Nevertheless, we will be focusing on developing
our China market. We intend to work closely with the Hong
Kong as well as the Mainland Chinese Government to
facilitate the gradual opening of the market. One of our
main focuses will be on looking at the possibility of getting
more Chinese language films into the Pearl River Delta
region. This would, in effect, significantly increase our
potential domestic market ten-fold.

We still firmly believe in the potential of the Chinese
language entertainment market. We also believe that the
Group is in the best place to exploit this potential and
position ourselves as a bridge between the rest of the world
and the gradually opening Chinese market. The Group is
confident that we can fully realise this potential.
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Liquidity and Financial Resources

During the year, the Group was principally financed by cash
flow generated internally. There are no bank borrowings
and the net current assets amounted to HK$70.2 million as
at 30 June 2002, including cash and deposits totalling
HK$38.9 million. The gearing ratio, which was computed by
dividing the total liabilities by the total assets, increased
from 15% to 21%.

As at 30 June 2002, the Group had a contingent liability of
HK$48.5 million (2001: HK$47.0 million) in respect of a
guarantee of banking facilities granted to its associates.

Employees and Remuneration Policies

As at 30 June 2002, the Group had 244 (2001: 255)
employees. The Group remunerates its employees largely
based on industry practice. Apart from salaries, commission,
provident fund and discretional bonuses, share options are
granted to certain employees based on individual merit.
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Report of the Directors
EEERESE

The directors herein present their report and the audited
financial statements of the Company and the Group for the
year ended 30 June 2002.

Principal activities

The principal activity of the Company is investment holding.
The continuing principal activities of the Group consist of
worldwide film distribution, film exhibition in Hong Kong,
Malaysia, Singapore and Mainland China, the operation of
a film processing business in Hong Kong, film production
and television drama series production. During the year,
the Group also engaged in video distribution.

Segment information

An analysis of the Group’s turnover and contribution to
results by principal activity and geographical area of
operations for the year ended 30 June 2002 is set out in
note 5 to the financial statements.

Results and dividends

The Group’s loss for the year ended 30 June 2002 and the
state of affairs of the Company and of the Group at that
date are set out in the financial statements on pages 49 to
92.

The directors do not recommend the payment of any
dividends in respect of the year.
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Summary financial information

Set out below is a summary of the consolidated results
and of the assets, liabilities and minority interests of
the Group for the last five financial years as extracted

MBERRERE
PREERT BN AR E P E
BRRRCENEI2HARE AF AR

LHRRESERR -

from the audited financial statements and restated/

reclassified as appropriate.

Year ended 30 June
BEANA=1+TRHLEE

2002 2001 2000 1999 1998
—ET=F =TT-F =—ZTBTF -AAAE -NANF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THERT THERT THERT FE T FiExT
RESULTS
XE
TURNOVER 264,030 269,694 103,590 158,136 222,902
BXER
LOSS BEFORE TAX (82,269) (69,157) (77,870) (32,149) (93,238)
R B BT 5 18
Tax (4,134) (4,622) (3,912) (3,661) (4,774)
HE
LOSS BEFORE MINORITY INTERESTS (86,403) (73,779) (81,782) (35,810) (98,012)
R DBRRERZ 2EIE
Minority interests 5 5 — — —
LB RER
NET LOSS FROM ORDINARY
ACTIVITIES ATTRIBUTABLE
TO SHAREHOLDERS (86,398) (73,774) (81,782) (35,810) (98,012)
REEEEE
Note: BfEE -

The results for the years ended 30 June 1999, 2000 and 2001 have
been adjusted for the effect of the retrospective changes in

accounting policy affecting goodwill, as detailed in note 4 to the wEMIEES -

financial statements.

—hANE  ZEERER_ZBE-FRA=TRZE
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As at 30 June

MAB=+H
2002 2001 2000 1999 1998
—FE-F -—BT-F -TTEE —AAAE -AANE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHT T FET FHT T
ASSETS, LIABILITIES AND
MINORITY INTERESTS
BEE BERIERFE#ER
FIXED ASSETS 88,947 101,460 106,385 31,481 34,280
EE&E
INTERESTS IN ASSOCIATES 159,509 169,794 191,554 302,994 268,251
REEATZER
INVESTMENTS IN CLUB MEMBERSHIPS 4,380 4,380 4,380 2,890 150
BERE
RENTAL DEPOSITS 13,179 14,206 14,386 4,941 3,501
HES
LONG TERM INVESTMENT 2,297 8,097 40,000 — —
REKRE
TRADEMARKS 79,073 78,572 75,332 — —
BE
CURRENT ASSETS 177,015 213,794 295,056 228,952 289,340
REEE
TOTAL ASSETS 524,400 590,303 727,093 571,258 595,522
EEHE
CURRENT LIABILITIES (106,853) (91,825) (139,190) (96,694) (158,534)
REBEE
NON-CURRENT PORTION OF BANK
LOANS — — — (10,706) (16,702)
FEXRHBRITER
NON-CURRENT PORTION OF FINANCE
LEASE PAYABLES (473) — — — (195)
XM EREENR
PROVISION FOR RETIREMENT
BENEFITS (2,478) (1,274) (1,114) (997) (739)
EBRFERE
DEFERRED TAX (110) (110) (110) — (253)
EEHRE
TOTAL LIABILITIES (109,914) (93,209) (140,414) (108,397) (176,423)
EEHAE
MINORITY INTERESTS (28) (33) (38) (38) (38)
LERRER
NET ASSETS 414,458 497,061 586,641 462,823 419,061

BEEFRE




Fixed assets

Details of movements in the fixed assets of the Group are
set out in note 12 to the financial statements.

Share capital and share options

Details of the Company’s share capital and details of the
share options are set out in note 24 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.

Reserves

Details of movements in the reserves of the Company and
the Group during the year are set out in note 25 to the
financial statements.

Distributable reserves

As at 30 June 2002, the Company had no retained profits
available for cash distribution and/or distribution in specie.
Under the Companies Act of Bermuda 1981 (as amended),
the Company’s contributed surplus of HK$191,644,000 is
currently not available for distribution. However, the
Company'’s share premium account and capital redemption
reserve of HK$565,577,000 and HK$145,000, respectively,
as at 30 June 2002 may be distributed to shareholders in
certain circumstance prescribed by Section 54 thereof.

EEE
K%l GRS I FT T B PR Lt
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AR ZRARBREZEERNAEREN S
24 -

AARZARAULEREQREGLEBRE
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f# 18
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K25 °
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zr& AR-ZEE-FARAZTHRAEET IR 2R
BEA o RIB—AN—FHEEDQTZE B
ZHETE  KAT 2 HARE191,644,00058
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STAZROEERESRELRERREED A
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Directors 5=
The directors of the Company during the year were: FRRRABDZEES
Chow Ting Hsing, Raymond ;=
Huang Shao-Hua, George EAOE
Phoon Chiong Kit B
Chu Siu Tsun, Stephen EkE
Chan Sik Hong, David R 85 B’
Kwee Chong Kok, Michael ** SRR R
Peng Philip * 55k
Lin Frank ** PRHE JZ *
Tsui Man Ling, Monica ** HER
(alternate to Kwee Chong Kok, Michael) (BERAZ2BEEES)
Lin Joung Yol * MR EE*
(appointed on 16 October 2001) (R=ZZE-—F+AT+BEZEM)
Yang Tze-Kaing * - R A

(resigned on 16 October 2001)

* Non-executive directors
x* Independent non-executive directors

(R=ZZ2Z2-F+A+TREHMD

* FHITEE
w* BUFBITESE

E#EHE R-ZSZTE-FNA=+=H  B¥
BREARARZBIFHITES  MKERT
BEIANEEZERESE R_ZZ_FhAR
B MEEREAERQATRZHBTES - KR_F
Z =%+ A+ J/\H  Prince Chatrichalerm Yukol
BEERERRABILIEHNITES -

Subsequent to the balance sheet date, on 23 August 2002,
Kwee Chong Kok, Michael resigned as an independent non-
executive director of the Company and Tsui Man Ling,
Monica resigned as an alternate director to Kwee Chong
Kok, Michael. On 5 September 2002, Lin Joung Yol resigned
as a non-executive director of the Company. On 18 October
2002, Prince Chatrichalerm Yukol was appointed as an
independent non-executive director of the Company.

In accordance with Bye-laws 86(2) and 87(1) of the
Company’s Bye-laws, Phoon Chiong Kit, Chan Sik Hong,

RIEAAT 2D AMAES6(2)R87(1)HF » B
£t ~ BR 43 5 K& Prince Chatrichalerm Yukol#
EERREFASERMT HFCEETREEER
eligible, will offer themselves for re-election at the EE o

David and Prince Chatrichalerm Yukol will retire and being

forthcoming annual general meeting.




Directors’ service contracts

The Company has a service contract with Phoon Chiong
Kit with extended terms until 31 July 2004. In addition, the
Company also has a service contract with Chan Sik Hong,
David until 31 October 2004.

Save as disclosed above, no director proposed for re-
election at the forthcoming annual general meeting has a
service contract with the Company which is not determinable
by the Company within one year without payment other
than statutory compensation.

Directors’ interests in shares

As at 30 June 2002, the interests of the directors in the
share capital of the Company and any of its associated
corporations, as required to be disclosed pursuant to the
Securities (Disclosure of Interests) Ordinance (“SDI
Ordinance”), were as follows:

Interests in shares of the Company

Director

=23

Chow Ting Hsing, Raymond
AR

Phoon Chiong Kit

B

Chu Siu Tsun, Stephen
#IRE

Chan Sik Hong, David

W 85 =

EECRBEHN

AL FEERMTET ZRBE ORI E
“EEMELAST -6 - kI KAARR
RERETRBLNBRE-SENE+H=
+-8-

BREXFAMFEEEN  BREERRBEAS
IEREEECESHANRUETIADAF
AR-—FATSEE CEERERMN M&LZ
RBEEH -

ESREHz2ESE
RIEZZHEARA=ZTH  SEBEREARARE
FABELNRDMTALAERES (REER) K
BITRBEESRO D KB 2RAERNT ¢

RATRMDER
Nature of interest Number of shares
EEMEE RHEE
Corporate (Note) 250,537,223
2R (M)

Personal 6,000,000

&8 A
Personal 5,959,375

&8 A
Personal 5,859,375

& A
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The interests of the directors in the share options of the
Company are separately disclosed in the section “Share
option scheme” below.

Note:

Chow Ting Hsing, Raymond was interested in 250,537,223 shares
of the Company by virtue of his beneficial shareholdings in Planet
Gold Associates Limited and Net City Limited, which held
146,568,473 shares and 103,968,750 shares of the Company,
respectively.

Interests in shares of associates

Chow Ting Hsing, Raymond is also the beneficial owner of
Golden Harvest Film Enterprises Inc., which beneficially
holds 114,000,000 non-voting deferred shares of Golden
Harvest Entertainment Company Limited, a wholly-owned
subsidiary of the Company.

In addition to the above, certain directors have non-beneficial
personal equity interests in certain subsidiaries held for the
benefit of the Company solely for the purpose of complying
with the minimum company membership requirements.

Save as disclosed above, none of the directors or their
respective associates had any personal, family, corporate
or other beneficial interests in the share capital of the
Company or any of its associated corporations, as defined
in the SDI Ordinance.

Directors’ rights to acquire shares or

debentures

Save as disclosed under the headings “Directors’ interests
in shares” above and “Share option scheme” below, at no
time during the year was the Company or any of its
subsidiaries a party to any arrangements to enable the
Company’s directors, their respective spouse or children
under 18 years of age to acquire benefits by means of the
acquisition of shares in or debentures of the Company or
any other body corporate.

EEMFBEZARRABREESE T XBRE
B -HRITHE -

K& -

ZE S 1= B Planet Gold Associates Limited % Net
City Limitedz BREBAA MEZEAGRAINEFS
146,568,4738% ) 103,968,750/ 2 A T IR 17 » BULLBC
1B H 250,537,223 AR D ERAP 2 o

BMENTRD 2R

BB 3 1% [5] B 78 & Golden Harvest Film Enterprises
Inc.2EBEZHEBA MZARANEBERZFH
114,000,000 A2 B 2 EM B A A ERIRKS
EEROFAZERERELERD -

BREMEN  ETESERFESDARRAET
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Share option scheme

The Company operates a share option scheme (the
“Scheme”) for the purpose for providing incentives and
rewards to eligible participants who contribute to the success
of the Group’s operations. Eligible participants of the Scheme
include the Company’s directors, including independent non-
executive directors, and other employees of the Group,
suppliers of goods or services to the Group and customers
of the Group. The Scheme became effective on 31 October
2001 and, unless otherwise cancelled or amended, will
remain in force for a period of 10 years from that date.

The maximum number of shares of the Company issuable
upon exercise of all share options granted and to be granted
under the Scheme and any other share option schemes of
the Company (if any) is an amount equivalent to 10% of
the shares of the Company in issue as at 28 November
2001. This limit can be refreshed by the shareholders of
the Company in a general meeting in accordance with the
provisions of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”). As at 30 June 2002, the aggregate number of
shares of the Company issuable under share options
granted under the Scheme and another share option scheme
of the Company (which was terminated on 28 November
2001) was 30,100,000, of which 25,500,000 shares of the
Company remain issuable under options granted under the
Scheme (which represented approximately 3.2% of the
Company’s shares in issue as at 30 June 2002), and
4,600,000 shares of the Company remain issuable under
options granted on 25 July 2000 under a terminated share
option scheme of the Company (which represented
approximately 0.6% of the Company’s shares in issue as at
30 June 2002). The maximum number of shares issuable
under share options granted to each eligible participant
under the Scheme within any 12-month period, is limited to
1% of the shares of the Company in issue at any time. Any
further grant of share options in excess of this limit is subject
to shareholders’ approval in a general meeting.

BT
ARTREBBMTE (5B - USRS
AERSREYREMEFRY 2 ER - HEZ
AERSREBEANTES (BEBIFNG
EE) REMER - AEEFHERRBHE M
EERAKEES  HUE=BE—F+A=+
—BREN - BEBRENHLOF (BEHAE
TEBRS o

HTERBEZTEIR A D 7 H b 8 AR s+ 8 (0
BERHERSBREZHMEBEREMIT T ZAE
RERHBY > TEEB-_EE—F+—A=+
NEBARLQBEBITRED Z210% o KRB REAIZ
BEBHARZERATAESFEHHAL (TLH
RANDZHEEERRASEFEEZ LR - K=
EE-FRA=ZTH BEFERADAZ—B
REFE CR=ZFZ-F+-A=+NBE&R)
FIREZEREMIRITZAQATARMDEES
30,100,0008% - H #125,500,0008% Bt EIE & H
BREMSRMNAZFTZRAITARMD (WER
—EE-ERNA=ZTHAEXQATACHEITRH
3.2%) * 4,600,000 BB KA EERER
BTER—ETEFLtA-THEACRUERE
FSRMNAURTZEARARD WER=ZZEE
—HEXAZTHERQATDEITRD0.6%) ° RIiE
FAEREAL2EARRERSERSEEREZ
BRETRTZROAE > TERBXATEM
BROHTRAZ1% - FFRHBEH MR
CEREACERRAS LESRKREME -
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Share options granted to a director, chief executive or
substantial shareholder of the Company, or to any of their
associates, are subject to approval in advance by the
independent non-executive directors. In addition, any share
options granted to a substantial shareholder or an
independent non-executive director of the Company, or to
any of their associates, in excess of 0.1% of the shares of
the Company in issue at any time and with an aggregate
value (based on the closing price of the Company’s shares
at the date of the grant) in excess of HK$5 million, within
any 12-month period, are subject to shareholders’ approval
in advance in a general meeting.

The offer of a grant of share options must be accepted
within 30 days inclusive of, and from the day of the offer,
upon payment of a nominal consideration of HK$1 by the
grantee. The exercise period of the share options granted
is determinable by the directors, which may not exceed 10
years commencing on such date on or after the date of
grant as the directors of the Company may determine in
granting the share options (which in any event must be
prior to the close of business on 30 October 2011) and
ending on such date as the directors of the Company may
determine in granting the share options. Save as determined
by the directors of the Company and provided in the offer
of the grant of the relevant share option, there is no general
requirement that a share option must be held for any
minimum period before it can be exercised.

The exercise price of the share options is determinable by the
directors, but may not be less than the higher of (i) the closing
price of the Company’s shares on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) on the date of
the offer of the share options and; (ii) the average Stock
Exchange’s closing price of the Company’s shares for the five
trading days immediately preceding the date of the offer.

BAAREE - TETHAE - TERRIFE
CHBATREBRESESEESELFHT
BEHE o A REMIR2BARNBARATEE
BE -BUHTESHAHECHBALELRE
BAQ RGBT RITRM0.1%MAE (RIE
BRHEHEBEALXAQAARGBZUTESE)BE
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REBRECEBVANEZDS (BEZA) B
T30 WA AR AR YAXNRAXREL
B IRHBREZTENRESEE - M
ARBESRRHBRERAENELBRES
Az BH (BRNATSER-2——F
TAZTERAKEERK) BEXAQATFEER
RHBRERRE 2 BRTEEBIOF - REARQ
AESETRAERRHEBBREZEZSES
B UE-BRAERVEBRELAREEET
RIEMREDTTE -

BREZTEETRESEE R TEEN)A
ATBHREEE UM R B EE RS
FERAR (B ZWHE )AL
BRONEEREREMREL R LEERS A E
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As at 30 June 2002, the Company had the following
outstanding share options granted to directors and

employees of the Company:

Name or
category of
participant

2HRELBLER

Directors

Bz

Phoon Chiong Kit
BB

Chu Siu Tsun,
Stephen

#k

Chan Sik Hong,
David
CF)

Other employees

HEfhfES

In aggregate
@t

Date of

grant of
share options
BB
REBH

25/7/2000
—EEEF
+A=+E&H

31/10/2001
—2E-5
+A=+-H

31/10/2001
—2E-5
+A=+-H

31/10/2001
—2E-5
+A=+-H

31/10/2001
—E3-%
tA=t+-8

Exercise
price of
share
options
BRE
TEE
HK$
B

0.78

0.62

0.62

0.62

0.62

Exercise
period of
share options
BRETHES

25/7/2000
0 24/7/2010
e i
tA-tEAE
—F-%%
tA=tmA
31/10/2001
to 30/10/2011
—EE-F
tA=1-RE
—2——F
tA=tA

31/10/2001
to 30/10/2011
—EE-F
tA=1-RE
—2——F
tA=tA

31/10/2001
to 30/10/2011
—EE-F
+A=+-RA%
—2--F
+A=+H

31/10/2001
to 30/10/2011
—EE-%
+A=+-HZ%
—2--F
+A=+H

Notes
i

REZBEZFERAZTH XRAAFRAEER
EERHEERTEZEBRENT :
Closing
price Number of share options
before BREHE
date of
grant At Granted At
g 1July 2001 during 30 June 2002
=R:c):— 3 the year g 3o -3
ZBHE tA-H FREW ~A=tH
HK$
B
0.96 4,600,000 — 4,600,000
0.62 — 10,000,000# 10,000,000
0.62 — 8,000,000 8,000,000
0.62 — 5,000,000 5,000,000
0.62 - 2,500,000 2,500,000
4,600,000 25,500,000 30,100,000
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# The number of share options granted during the year to
Phoon Chiong Kit, a director of the Company, exceeded
the individual limit of 1% of the shares of the Company
then in issue during a 12-month period as disclosed above.
The excess number of 1,991,125 share options over the
limit was approved by the shareholders of the Company at
the Special General Meeting held on 28 November 2001.

Notes:

1. 50%, 25% and 25% of the share options granted are
exercisable during the periods from 25 July 2000 to 24
July 2010, 25 July 2001 to 24 July 2010 and 25 July 2002
to 24 July 2010, respectively.

2. 30%, 30% and 40% of the share options granted are

exercisable during the periods from 31 October 2001 to 30
October 2011, 1 August 2002 to 30 October 2011 and 1
August 2003 to 30 October 2011, respectively.

No share options were exercised, lapsed or cancelled during
the year.

Subsequent to the balance sheet date, a total of 1,000,000
share options granted to an employee with an exercise price
of HK$0.62 per share lapsed.

Summary details of the Company’s share option scheme
are also set out in note 24 to the financial statements.

The financial impact of share options granted is not recorded
in the Company’s or the Group’s balance sheet until such
time as the options are exercised, and no charge is recorded
in the profit and loss account or balance sheet for their
cost. Upon the exercise of the share options, the resulting
shares issued are recorded by the Company as additional
share capital at the nominal value of the shares, and the
excess of the exercise price per share over the nominal
value of the shares is recorded by the Company in the
share premium account. Options which are cancelled or
lapsed prior to their exercise date are deleted from the
register of outstanding options.

# FRAQXTEBEREREZBREREER L

MI2EARAQRBAERTRMOZMEA LR
1% ° MiBE PR 21,991,125 BIRET R =
EE-E+ A+ NHETZREENRE
LEEBEAATRERE -

&t -

1. ERHBREZ50% - 25%K% 25%% Bl AT R =
TERFLASHHEAE-E-TF LA+
MAHE  —EE-—F+tA=-+REAE=Z—
ZELtA-TNABRBAR=-ZZE-_FLtA=T+
EFAZE-Z-ZF LA+ HOAHPHEITE-

2. ERHBREZ30%  30%R40%5 B AR =

EE-F+A=+-AFE-F-——F+A=+
Bl  —EF-_FN\B—-RAE=FT——F+
A=+ HHER-ZEE=FNA—RHRE=-Z—
—F+A=+HEETE-

FA-UEBREETE  KURFEH -

—ZEE XK 21,000,000 BKRIE((THEAE
fRo.62BT) EMEEBEREK -

BEARTBRETE2MESR NI HHRERM
240

EREBRECHBEZERERERTERS
EALRAR LA EECEEAER MEH
RATRTEEEERIEERERNG - BT
EERER  BUEMBT2ROSHAEQAR
HEIFEENRE  MERTEEEAROGE
BZEHBARQAFARMEELR - RITRE
WA EHER AR 2BRESEERITEREBR
1z & e it A Bk o



The Board of Directors (the “Board”) considers that it is not
appropriate to state the theoretical value of the options
granted during the year under the Company’s share option
scheme; the Board believes that any calculation of the value
of share options may not be meaningful as the exercise
price is subject to adjustment in the case of rights or bonus
issues or other similar changes in the Company’s issued
share capital, and as the volume of trading in the Company'’s
shares has been relatively low and the Company has not
paid dividends on its shares in recent years.

Directors’ interests in contracts

Except as detailed in note 27 to the financial statements,
no director had a beneficial interest in any material contract
to which the Company or any of its subsidiaries was a
party during the year.

Major customers and suppliers

During the year, the Group’s purchases from its largest
supplier and its five largest suppliers accounted for 7 and
26 percent of the Group’s combined purchases, respectively.

The Group’s sales to its largest customer and its five largest
customers accounted for 6 and 16 percent of the Group’s
combined sales, respectively.

Chow Ting Hsing, Raymond, Phoon Chiong Kit and Chu
Siu Tsun, Stephen, who were directors of the Company
during the year, were also directors and/or beneficial
shareholders in certain of the Group'’s five largest customers
and suppliers.

Apart from the above, none of the directors of the Company
or any of their associates or any shareholders (which to
the best knowledge of the directors own more than 5 percent
of the Company’s issued share capital) had any interest in
the Group'’s five largest customers and suppliers.

HRTEEREEHRR BTARIEZ LA H#
TRAHMEUSBMAZ  MEAFRQITAR
DX E—ERE  MALDETFERRDIKE
FARS - HEESE (ESE)RHTERT
FARBAARBRENE R cBREZER
BE MiEEREZEETESE -

EENENZER
BEBRENEFLE S FEFLERA
ARARAAWBAAFASRT L ZEAER
EHRREAERMS o

TBEEFRHEERS

LRES 1 PSP ) SRy ot
ZHSE S B MR A G 2 TUR
26% °

FEBREBAEFRAREFPEH ZHERMA
DHEMEAEBEEHHETE 26%KR16% °

FR - ARBESHE  BRERFBLRES
AEEAETEAREFRHENZERR AEH
BRER °

BREMEN  RRPBRESRHEAEEEAL
FEMRR (RESHFAEELQRAEBHTRA
5% U E2RR)AEFEAEBDIAMEERE
FEMAES -
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Substantial shareholders
As at 30 June 2002, the following shareholders had an

interest in 10 percent or more of the issued share capital of

the Company, that was required to be recorded under
Section 16(1) of the SDI Ordinance:

Name

=L

Chow Ting Hsing, Raymond

2o

Planet Gold Associates Limited

Net City Limited

Acer Incorporated
CEESHERMARRA

Acer SoftCapital Incorporated
CEERARLT

PAMA Group Inc.
BEREERRLT

Notes:

Chow Ting Hsing, Raymond was interested in 250,537,223
shares of the Company by virtue of his beneficial
shareholdings in Planet Gold Associates Limited and Net
City Limited, which held 146,568,473 shares and
103,968,750 shares of the Company, respectively.

Acer Incorporated was (or was deemed to be) interested in
the shares of the Company by virtue of its 100 percent
shareholding in Acer SoftCapital Incorporated, which held
82,044,000 shares of the Company, and by virtue of its
90.7 percent indirect shareholding in Acer Digital Services
(Cayman lIslands) Corp. which in turn, held 68,370,000
shares of the Company.

Save as disclosed above, no other person had registered

an interest in the share capital of the Company that was
required to be recorded under Section 16(1) of the SDI
Ordinance.

FERR

R-BB-EXA=+A FHRREHELA
B 847 B 10%3% b - 70 4R 4 450 28 1 3 R 9 56
16(1)RREAT B2 M

Notes

liog23

&t -

Number of shares Percentage
RO #E [ERalsd
250,537,223 31.28
146,568,473 18.30
103,968,750 12.98
150,414,000 18.78
82,044,000 10.24
123,284,027 15.39

2 A 88 2 1E B Planet Gold Associates Limited
K Net City Limitedz BEZBEEA > MZERQ
T 9 B354 146,568,473/ % 103,968,750 1% A&
AT R - BB B F 250,537,223 A&
NERGDZES -

EREEEMROERACDNEELESRHER
AT %2 %R E K Acer Digital Services
(Cayman Islands) Corp.Z290.7%R R # - M
2% 0 7 2 Bl#H82,044,0008 & 68,370,000
BAQATRE  HEEZEEMBROERATE
B (RRBER)EDTRDZER ©

BREXFIREES  UEEFMALEZEFRE
REESRIFIGREEATELZARQT
RAHER



Purchase, sale and redemption of listed

securities

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

Connected/related party transactions
Details of the material related party transactions are set
out in note 27 to the financial statements.

Certain related party transactions also constituted connected
transactions, as defined in the Listing Rules.

In respect of certain connected transactions with the Golden
Harvest Private Group (a group of private companies
controlled by Chow Ting Hsing, Raymond, a director of the
Company, which were not included in the Group
reorganisation in November 1994), a conditional waiver from
strict compliance with the connected transaction
requirements as set out in Chapter 14 of the Listing Rules
has been obtained. The directors have reviewed and
confirmed that those connected transactions were conducted
in the ordinary and usual course of the Group’s business,
and on terms no less favourable than those offered by
unrelated third parties.

EEREOLEmES

FRARRAREEAMBLABMEEERER A
RAZEMETREE

BEXS BEALRS
TEEE AL RS 2 BRI E R 27 o

REBIMEHRACESR  BTHEALRS
TEREXS -

ETHERRMAEB (RAQRRAESHRES
ZRAEBERE  XFBEE-NANAEFE+—A
ETzEBEEARN) cHEXRSGCEERREER
RRBRERETRIFUENHABAREBERS
ZBRE - EBEBCHRHAYRIZEBEZZIRAE
SE-REAFEBTFRTEREBREF=FERT
ZARFRELT ©
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Subsequent events
Details of the significant subsequent events of the Group
are set out in note 31 to the financial statements.

Code of best practice

In the opinion of the directors, the Company complied with
the Code of Best Practice as set out in Appendix 14 of the
Listing Rules throughout the year, except that the
independent non-executive directors of the Company were
not appointed for a specific term because they are subject
to retirement by rotation and re-election at the annual
general meeting of the Company in accordance with the
provisions of the Company'’s bye-laws.

Audit committee

The Company established an Audit Committee (the “Audit
Committee”) on 9 October 1998 in compliance with the new
additional requirement of the Code of Best Practice, as set
out in Appendix 14 of the Listing Rules. The work of the
Audit Committee covered the full financial year ended 30
June 2002. The members of the Audit Committee at the
date of this report were Lin Frank and Prince Chatrichalerm
Yukol.

Auditors

Ernst & Young retire and a resolution for their reappointment
as auditors of the Company will be proposed at the
forthcoming annual general meeting.

ON BEHALF OF THE BOARD

Chow Ting Hsing, Raymond
Chairman

Hong Kong
22 October 2002

HERREE
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Notice of Annual General Meeting

BRREBFARGESE

NOTICE IS HEREBY GIVEN that an Annual General
Meeting of the Company will be held at Sung Room, 4/F,
Sheraton Hong Kong Hotel & Towers, 20 Nathan Road,
Tsimshatsui, Kowloon, Hong Kong on Friday, 29 November
2002 at 11:00 a.m. for the following purposes:

1. To receive and consider the Audited Consolidated
Financial Statements and the Reports of the
Directors and of the Auditors for the year ended 30
June 2002.

2. To elect Directors, to authorise the Board to fix
Directors’ remuneration and to set a maximum
number of Directors.

3. To appoint Messrs Ernst & Young as auditors and to
authorise the Directors to fix their remuneration.

4. To consider and, if thought fit, pass with or without
amendments, the following resolution as an Ordinary
Resolution:

“THAT

(a) the exercise by the Directors during the
Relevant Period of all the powers of the
Company to purchase its shares, subject to
and in accordance with the applicable laws,
be and is hereby generally and
unconditionally approved;

(b) the total nominal amount of the shares to be
purchased pursuant to the approval in
paragraph (a) above shall not exceed 10%
of the total nominal amount of the share
capital of the Company in issue on the date
of this Resolution, and the said approval shall
be limited accordingly; and

(c) for the purpose of this Resolution, “Relevant
Period” means the period from the passing
of this Resolution until whichever is the
earlier of:

(i) the conclusion of the next Annual
General Meeting of the Company;

BESALNAETR-_BE-_F+—-A=+hH

EMAEF+-REREEBAERDERRE
THREBERBAENERBETRRAEFK
g BUEETHEE:

1. BEHBE_TT_F~A=THLEE
PEREREAMERRRESSHEHKY
B3R & o

2. ERESYRESESEETESHER
REESEBSAH -

3. ZERZKETMEBMETRBMLR
HESSHEITEMS -

4. ZRUMBEATIRAZR (THELE

A AEERER
M8
(a) —RREKGHEESENHE

(b)

(c)

HEARTEADR—IED - K
ERBEEBREGREALRRTE
mER G

ﬁfti(a)ﬁﬁZ?tt)Eﬁ@@Zﬂi
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Notice of Annual General Meeting
BRREFAGESES

(ii) the revocation or variation of the
authority given under this Resolution
by ordinary resolution of the
shareholders in general meeting; and

(iii) the expiration of the period within
which the next Annual General
Meeting of the Company is required
by the Bye-laws of the Company or
any applicable laws to be held.”.

5. To consider and, if thought fit, pass with or without 5.
amendments, the following resolution as an Ordinary
Resolution:

“THAT

(a) the exercise by the Directors during the
Relevant Period of all the powers of the
Company to issue, allot and dispose of
additional shares of the Company and to
make or grant offers, agreements and options
which would or might require shares to be
allotted, issued or disposed of during or after
the end of the Relevant Period, be and is
hereby generally and unconditionally
approved, provided that, otherwise than
pursuant to a rights issue where shares are
offered to shareholders on a fixed record date
in proportion to their then holdings of shares
(subject to such exclusions or other
arrangements as the Directors may deem
necessary or expedient in relation to
fractional entitlements or having regard to
any restrictions or obligations under the laws
of, or the requirements of any recognised
regulatory body or any stock exchange in
any territory outside Hong Kong) or any
option scheme or similar arrangement for the
time being adopted for the grant or issue to
officers and/or employees of the Company
and/or any of its subsidiaries of shares or
rights to acquire shares of the Company, the
total nominal amount of additional shares
issued, allotted, disposed of or agreed
conditionally or unconditionally to be issued,

(i) BRERRASLEBE
BRBRBEIET AR
BRARENZE R

(i) ADEZA DM R
BREAEERATDLE
BETERRESASH
REBZE - o

ZEAMBEEB (TWAETBEI) TR

BRATBRER
M8
(a —REEFRFHEESEREH

HERTEADB —I#D - K
BT BRIBELADTZH
SR UEHIRFITRAR
FEMEAR AR RASERE
BOBOTIAEERODZERE
& MERERE BRRBEE
MR RBERRRVIEELE A B
ZERERULPRIZBERD -
HESSIREHREERETER
BB UIMEM M E 2 5 FI K E
RAZEERBARERE M2
BOIFFREZREREERME
RERBVARIKREZHERIE
b8 EMBERETERE
BREAt 8 R, HEEMTHE
DEZTHAER BEERT
FBTROKRTEALD TR
ZRER TR EOLR I - 3
T BERIEERERZHRAER
EBHROETHURST BRBEIEE
(TR BEERES UM )
ZEIBOBAEETSEREAL



allotted or disposed of (whether pursuant to
an option or otherwise) shall not in total
exceed 20% of the total nominal amount of
the share capital of the Company in issue
on the date of this Resolution and the said
approval shall be limited accordingly; and

(b) for the purpose of this Resolution, “Relevant
Period” means the period from the passing
of this Resolution until whichever is the
earlier of:

(i) the conclusion of the next Annual
General Meeting of the Company;

(i) the revocation or variation of the
authority given under this Resolution
by ordinary resolution of the
shareholders in general meeting; and

(iii) the expiration of the period within
which the next Annual General
Meeting of the Company is required
by the Bye-laws of the Company or
any applicable laws to be held.”.

To consider and, if thought fit, pass with or without
amendments, the following resolution as an Ordinary
Resolution:

“THAT the general mandate granted to the Directors
of the Company and for the time being in force to
exercise the powers of the Company to issue, allot
and otherwise dispose of additional shares and to
make or grant offers, agreements and options which
might require the exercise of such powers be and is
hereby extended by total nominal amount of shares
in the capital of the Company which has been

ARBEBRNABREHCBRITR
RBEE20% R ERAERS
HERS &

(b) MARBRERMS - [FEAHB]E
AREBRBBZBETHAEH
(LEHRBREHHRE) LS
FEﬁ:
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BRARENZE R
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Notice of Annual General Meeting
BRREFAGESES

repurchased by the Company since the granting of
such general mandate referred to in the above
Resolution 4 pursuant to the exercise by the
Directors of the Company of the powers of the
Company to purchase such shares, provided that
such amount shall not exceed 10% of the total
nominal amount of the share capital of the Company
in issue on the date of this Resolution.”.

By Order of the Board
Ang Puay Koon, Susan
Company Secretary

Hong Kong, 22 October 2002

Notes:

(a)

(b)

(c)

(d)

The Register of Members will be closed from Tuesday, 26
November 2002 to Friday, 29 November 2002 (both days
inclusive) during which period no transfer of shares will be
registered. In order to attend the Annual General Meeting,
all transfers accompanied by the relevant share certificates
must be lodged with the Company’s Share Registrars in
Hong Kong, Tengis Limited, 4/F Hutchison House, 10
Harcourt Road, Central, Hong Kong not later than 4:00
p.m. on Monday, 25 November 2002.

A Member entitled to attend and vote at the Meeting is
entitled to appoint one or more proxies to attend and, in
the event of a poll, vote on his behalf. A proxy need not be
a Member of the Company.

The instrument appointing a proxy and the power of attorney
or other authority, if any, under which it is signed, or a
notarially certified copy of such power or authority, must
be lodged with the Company’s Share Registrars in Hong
Kong, Tengis Limited, 4/F Hutchison House, 10 Harcourt
Road, Central, Hong Kong not less than 48 hours before
the time fixed for holding the Meeting.

The determination of maximum number of Directors under
resolution (2) above will permit the Directors of the
Company to appoint additional Directors up to the maximum
number so determined.

The annual report of the Company for the year ended 30
June 2002 also containing this notice together with a circular
setting out further information regarding Resolutions 4 to 6
above will be despatched to shareholders.
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Report of the Auditors
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To the members
Golden Harvest Entertainment (Holdings) Limited
(Incorporated in Bermuda with limited liability)

We have audited the financial statements on pages 49 to
92 which have been prepared in accordance with accounting
principles generally accepted in Hong Kong other than as
set out below.

Respective responsibilities of directors and
auditors

The Company’s directors are responsible for the preparation
of financial statements which give a true and fair view. In
preparing financial statements which give a true and fair
view it is fundamental that appropriate accounting policies
are selected and applied consistently. It is our responsibility
to form an independent opinion, based on our audit, on
those statements and to report our opinion to you.

Basis of opinion

We conducted our audit in accordance with Statements of
Auditing Standards issued by the Hong Kong Society of
Accountants (“HKSA"). An audit includes an examination, on
a test basis, of evidence relevant to the amounts and
disclosures in the financial statements. It also includes an
assessment of the significant estimates and judgements
made by the directors in the preparation of the financial
statements, and of whether the accounting policies are
appropriate to the Company’s and the Group’s circumstances,
consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary
in order to provide us with sufficient evidence to give
reasonable assurance as to whether the financial statements
are free from material misstatement. In forming our opinion
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Report of the Auditors
BB HRES

we also evaluated the overall adequacy of the presentation
of information in the financial statements. We believe that
our audit provides a reasonable basis for our opinion.

Accounting treatment of trademarks

Included in the consolidated balance sheet are trademarks
of HK$79,073,000 which are stated at cost and are not
amortised. In accordance with Statement of Standard
Accounting Practice No. 29 “Intangible assets” (“SSAP 29”)
issued by the HKSA, which became effective during the
year, these trademarks should be amortised over the best
estimate of their useful lives. However, as further explained
in note 16 to the financial statements, in the opinion of the
directors, no amortisation is considered necessary for the
reasons stated therein. Because we have not been able to
quantify the estimated useful lives of the trademarks, we
are unable to determine the effect of this departure from
SSAP 29 on the Group’s net assets as at 30 June 2002
and the loss for the year then ended, including the prior
year adjustment that is required in respect thereof in order
to implement SSAP 29 retrospectively in accordance with
the requirements of the SSAP.

Except for any adjustments that might have been found
necessary had the trademarks been amortised, in our
opinion the financial statements give a true and fair view of
the state of affairs of the Company and of the Group as at
30 June 2002 and of the loss and cash flows of the Group
for the year then ended and have been properly prepared
in accordance with the disclosure requirements of the Hong
Kong Companies Ordinance.

Ernst & Young
Certified Public Accountants

Hong Kong
22 October 2002
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Gonsolidated Profit and Loss Account

Year ended 30 June 2002

2002 2001
Notes HK$'000 HK$’000
(Restated)
TURNOVER 5 6 264,030 269,694
Cost of sales (133,144) (121,978)
Gross profit 130,886 147,716
Interest income 969 9,073
Other revenue 15,435 12,177
Selling and distribution costs (119,434) (122,072)
General and administrative expenses (58,192) (65,173)
Other operating expenses (6,279) (14,660)
Impairment of film rights (15,536) =
LOSS FROM OPERATING ACTIVITIES 7 (52,151) (32,939)
Write-off of interests in associates (15,157) —
Impairment of long term investment (5,800) (8,205)
Impairment of interests in associates — (569)
Impairment of goodwill 4 — (11,000)
Finance costs 8 (242) (26)
Share of profits less losses of associates (8,919) (16,418)
LOSS BEFORE TAX (82,269) (69,157)
Tax 9 (4,134) (4,622)
LOSS BEFORE MINORITY INTERESTS (86,403) (73,779)
Minority interests 5 5
NET LOSS FROM ORDINARY ACTIVITIES
ATTRIBUTABLE TO SHAREHOLDERS 10 (86,398) (73,774)
LOSS PER SHARE 11
Basic (10.8 cents) (9.2 cents)
Diluted N/A (9.2 cents)

Consolidated Profit and Loss Account

Golden Harvest Entertainment (Holdings) Limited
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Gonsolidated Statement of Recognised Gains and Losses

Year ended 30 June 2002

© § 2002 2001
5 4 Notes HK$'000 HK$’000
—
g = (Restated)
s 5
n
9 _é Exchange gains/(losses) on translation of the financial statements
-‘E O of foreign entities not recognised in the profit and loss account 25 945 (3,790)
g = Net loss from ordinary activities attributable to shareholders:
O g Current year/prior year as previously reported (86,398) (62,774)
2 Effect of retrospective changes in accounting policy 4 — (11,000)
(86,398) (73,774)
Total recognised gains and losses (85,453) (77,564)
Goodwill eliminated directly against reserves 25 — (23,698)
(85,453) (101,262)
Note on prior year adjustments:
Given effect as to restatement of 2001 profit and loss account (11,000)
Given effect as to restatement of reserves brought forward
at 1 July 2000 (93,224)

(104,224)




Gonsolidated Balance Sheet

30 June 2002

2002 2001 o
Notes HK$'000 HK$’'000 %
(]
(8]
NON-CURRENT ASSETS =
Fixed assets 12 88,947 101,460 &
Interests in associates 14 159,509 169,794 b
Investments in club memberships 4,380 4,380 =
Rental deposits 13,179 14,206 %
Long term investment 15 2,297 8,097 2
Trademarks 16 79,073 78,572 3
347,385 376,509
CURRENT ASSETS
Prepayments, deposits and other receivables 55,422 47,345
Inventories 17 318 551
Film rights and films in progress 18 53,306 49,868 -
Accounts receivable 19 29,095 16,971 3
Time deposits 17,130 62,924 E
Cash and bank balances 21,744 36,135 =
(2]
(@]
177,015 213,794 =
=
CURRENT LIABILITIES ==}
Accounts payable 20 55,743 37,565 E
Accrued liabilities and other payables 33,806 39,967 g
Customer deposits 7,133 4,603 @
Current portion of finance lease payables 21 178 — E
Tax payable 9,993 9,690 i
-
106,853 91,825 3
[}
NET CURRENT ASSETS 70,162 121,969 i
<8
TOTAL ASSETS LESS CURRENT LIABILITIES 417,547 498,478 %
(0]
NON-CURRENT LIABILITIES
Non-current portion of finance lease payables 21 473 —
Provision for retirement benefits 22 2,478 1,274
Deferred tax 23 110 110
3,061 1,384
MINORITY INTERESTS 28 33
414,458 497,061 o
o
(@]
CAPITAL AND RESERVES a
Issued share capital 24 80,089 80,089 g
Reserves 25 334,369 416,972 o
o
414,458 497,061 ©
=
<
CHOW Ting Hsing, Raymond PHOON Chiong Kit

Director Director
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Gonsolidated Gash Flow Statement

Year ended 30 June 2002

2002 2001
Notes HK$'000 HK$’000
NET CASH INFLOW/(OUTFLOW) FROM

OPERATING ACTIVITIES 26(a) (45,073) 31,598
RETURNS ON INVESTMENTS AND SERVICING OF FINANCE

Interest received 969 9,073

Interest paid (201) (26)

Interest element on finance lease rental payments (42) —
Net cash inflow from returns on investments and

servicing of finance 727 9,047
TAX

Hong Kong profits tax refunded 50 2,016

Overseas taxes paid (732) (1,577)
Net taxes refunded/(paid) (682) 439
INVESTING ACTIVITIES

Purchases of fixed assets (5,688) (13,282)

Proceeds from disposal of fixed assets 143 75

Proceeds from liquidation of associates 2,479 —

Advances to associates, net (12,390) (7,674)

Refund of rental deposits 1,027 180

Additions to trademarks (501) (3,240)
Net cash outflow from investing activities (14,930) (23,941)
NET CASH INFLOW/(OUTFLOW) BEFORE FINANCING ACTIVITY (59,958) 17,143
FINANCING ACTIVITY 26(b)

Repayment of finance lease obligations (255) —
INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS (60,213) 17,143
Cash and cash equivalents at beginning of year 99,059 81,926
Exchange adjustments 28 (20)
CASH AND CASH EQUIVALENTS AT END OF YEAR 38,874 99,059
ANALYSIS OF BALANCES OF CASH AND CASH EQUIVALENTS

Time deposits 17,130 62,924

Cash and bank balances 21,744 36,135

38,874 99,059




Balance Sheet

30 June 2002

2002 2001 @
Notes HK$'000 HK$’000 &
(3]
2
NON-CURRENT ASSETS (_‘2
Interests in subsidiaries 13 389,875 497,860 m
CURRENT ASSETS
Prepayments 135 135
Cash and bank balances 63 105
198 240
CURRENT LIABILITIES
Accrued liabilities and other payables 1,001 1,039
NET CURRENT LIABILITIES (803) (799) -
[eh]
389,072 497,061 =
@
(@]
CAPITAL AND RESERVES .g
Issued share capital 24 80,089 80,089 =
Reserves 25 308,983 416,972 -
@
389,072 497,061 =
@
=
[1h]
2
L
-
2]
[4b]
Z
[}
T
©
CHOW Ting Hsing, Raymond PHOON Chiong Kit o
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Notes to Financial Statements

30 June 2002

1. CORPORATE INFORMATION
The principal activity of the Company is investment holding. The continuing principal activities of the
Group consist of worldwide film distribution, film exhibition in Hong Kong, Malaysia, Singapore and
Mainland China, the operation of a film processing business in Hong Kong, film production and television
drama series production. During the year, the Group also engaged in video distribution.

2. IMPACT OF NEW AND REVISED HONG KONG STATEMENTS OF STANDARD

ACCOUNTING PRACTICE
The following recently-issued and revised Hong Kong Statements of Standard Accounting Practice
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(“SSAPs”) and related Interpretations are effective for the first time in the preparation of the current
year’s financial statements:

. SSAP 9 (Revised) :  “Events after the balance sheet date”

. SSAP 18 (Revised) . “Revenue”

. SSAP 26 . “Segment reporting”

. SSAP 28 :  “Provisions, contingent liabilities and contingent assets”

. SSAP 29 :  ‘“Intangible assets”

. SSAP 30 . “Business combinations”

. SSAP 31 : “Impairment of assets”

. SSAP 32 :  “Consolidated financial statements and accounting for investments

in subsidiaries”

. Interpretation 12 . “Business combinations — subsequent adjustment of fair values
and goodwill initially reported”

. Interpretation 13 :  “Goodwill — continuing requirements for goodwill and negative
goodwill previously eliminated against/credited to reserves”

These SSAPs prescribe new accounting measurement and disclosure practices. Except for SSAP 26,
SSAP 28, SSAP 29, SSAP 30, SSAP 31 and Interpretation 13, these SSAPs and Interpretations have
no major impact on these financial statements. The major effects on the Group’s accounting policies
and on the amounts disclosed in these financial statements of SSAP 26, SSAP 28, SSAP 29, SSAP 30,
SSAP 31 and Interpretation 13 are summarised as follows:

SSAP 26 prescribes the principles to be applied for reporting financial information by segment. It
requires that management assesses whether the Group’s predominant risks or returns are based on
business segments or geographical segments and determines one of these bases to be the primary
segment information reporting format, with the other as the secondary segment information reporting
format. The impact of this SSAP is the inclusion of significant additional segment reporting disclosures
which are set out in note 5 to the financial statements.

SSAP 28 prescribes the recognition criteria and measurement bases to apply to provisions, contingent
liabilities and contingent assets, together with the required disclosures in respect thereof. Provisions
are now disclosed as a separate line item on the face of the balance sheet and note 22 to the financial
statements “Provision for retirement benefits” has been added to include the new required additional
disclosures.




IMPACT OF NEW AND REVISED HONG KONG STATEMENTS OF STANDARD
ACCOUNTING PRACTICE (continued)

SSAP 29 prescribes the recognition and measurement criteria for intangible assets, together with the
disclosure requirements. As further explained in note 16 to the financial statements, the Group has not
provided for any amortisation for the trademarks.

SSAP 30 prescribes the accounting treatment for business combinations, including the determination of
the date of acquisition, the method for determining the fair values of the assets and liabilities acquired,
and the treatment of goodwill or negative goodwill arising on acquisition. The SSAP requires the
disclosure of goodwill in the non-current assets section of the consolidated balance sheet. It requires
that goodwill is amortised to the consolidated profit and loss account over its estimated useful life, and
has had no major impact on these financial statements. Interpretation 13 prescribes the application of
SSAP 30 to goodwill arising from acquisitions in previous years which remains eliminated against
consolidated reserves. The Group has adopted the transitional provisions of SSAP 30 and the
Interpretation. Prior year adjustments have been applied retrospectively in accordance with SSAP 2
“Net profit or loss for the period, fundamental errors and changes in accounting policies”, further details
of which are included in note 4 to the financial statements. The required new additional disclosures are
included in note 25 to the financial statements.

SSAP 31 prescribes the recognition and measurement criteria for impairments of assets, together with
disclosure requirements. Interpretation 13 prescribes the application of SSAP 30 to goodwill arising
from acquisitions in previous years which remains eliminated against reserves. The adoption of SSAP
31 and the Interpretation in conjunction with the transitional provisions of SSAP 30 have resulted in
prior year adjustments regarding the impairment of goodwill described above. The impact of this SSAP
on the financial statements is set out in note 4 to the financial statements.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation

These financial statements have been prepared in accordance with SSAPs, accounting principles
generally accepted in Hong Kong and the disclosure requirements of the Hong Kong Companies
Ordinance. They have been prepared under the historical cost convention, except for the remeasurement
of certain fixed assets, as further explained below.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and its
subsidiaries for the year ended 30 June 2002, together with the Group’s share of the results for the
year and post-acquisition reserves of its associates, as set out below. The results of the subsidiaries
and associates acquired or disposed of during the year are consolidated from or to their effective dates
of acquisition or disposal, respectively. All significant intercompany transactions and balances within
the Group are eliminated on consolidation.

Notes to Financial Statements

Golden Harvest Entertainment (Holdings) Limited
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Notes to Financial Statements

30 June 2002

S SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Subsidiaries
A subsidiary is a company whose financial and operating policies the Company controls, directly or
indirectly, so as to obtain benefits from its activities.

The Company’s interests in subsidiaries are stated at cost less any impairment losses.

Associates
An associate is a company, not being a subsidiary, in which the Group has a long term interest of not
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less than 20 per cent. of the equity voting rights and over which it is in a position to exercise significant
influence.

The Group’s interests in associates are stated in the consolidated balance sheet at the Group’s share
of net assets under the equity method of accounting, less any impairment losses.

The Group’s share of the post-acquisition results of associates is included in the consolidated profit and
loss account and is calculated from the latest financial statements of the associates which are made up
to 30 June 2002, with the exception of Golden Communications (Taiwan) Company Limited, Golden
Screen Cinemas Sdn. Bhd. and Golden Screen Film Distribution Company Sdn. Bhd. for which financial
statements made up to 31 December 2001 are used. The share of results is arrived at based on the
audited financial statements of these associates as at 31 December 2001, after making appropriate
adjustments for significant transactions and events in the intervening period to 30 June 2002 between
the associates and the Group.

Goodwill

Goodwill arising on the acquisition of subsidiaries and associates represents the excess of the cost of
the acquisition over the Group’s share of the fair values of the identifiable assets and liabilities acquired
as at the date of acquisition.

Goodwill arising on acquisition is recognised in the consolidated balance sheet as an asset and amortised
on the straight-line basis over its estimated useful life. In the case of associates, any unamortised
goodwill is included in the carrying amount thereof, rather than as a separately identified asset on the
consolidated balance sheet.

In prior years, goodwill arising on acquisitions was eliminated against consolidated reserves in the year
of acquisition. The Group has adopted the transitional provision of SSAP 30 that permits goodwill on
acquisitions which occurred prior to 1 July 2001, to remain eliminated against consolidated reserves.
On the adoption of SSAP 30 and SSAP 31 in conjunction with Interpretation 13, prior year adjustments,
which represent a change in accounting policy, have been applied retrospectively in accordance with
SSAP 2, further details of which are included in note 4 to the financial statements. Goodwill on subsequent
acquisitions is treated according to the new accounting policy above.




SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Goodwill (continued)

On disposal of subsidiaries or associates, the gain or loss on disposal is calculated by reference to the
net assets at the date of disposal, including the attributable amount of goodwill which remains unamortised
and any relevant reserves, as appropriate. Any attributable goodwill previously eliminated against
consolidated reserves at the time of acquisition and remained eliminated against consolidated reserves
is written back and included in the calculation of the gain or loss on disposal.

The carrying amount of goodwill, including goodwill remaining eliminated against consolidated reserves,
is reviewed annually and written down for impairment when it is considered necessary. A previously
recognised impairment loss for goodwill is not reversed unless the impairment loss was caused by a
specific external event of an exceptional nature that was not expected to recur, and subsequent external
events have occurred which have reversed the effect of that event.

Impairment of assets

An assessment is made at each balance sheet date of whether there is any indication of impairment of
any asset, or whether there is any indication that an impairment loss previously recognised for an asset
in prior years may no longer exist or may have decreased. If any such indication exists, the asset’s
recoverable amount is estimated. An asset’s recoverable amount is calculated as the higher of the
asset’s value in use or its net selling price.

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable
amount. An impairment loss is charged to the profit and loss account in the period 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 accounting policy for that revalued asset.

A previously recognised impairment loss is reversed only if there has been a change in the estimates
used to determine the recoverable amount of an asset, however not to an amount higher than the
carrying amount that would have been determined (net of any depreciation), had no impairment loss
been recognised for the asset in prior years.

A reversal of an impairment loss is credited to the profit and loss account in the period in which it
arises, unless the asset is carried at a revalued amount, when the reversal of the impairment loss is
accounted for in accordance with the relevant accounting policy for that revalued asset.

Fixed assets and depreciation

Fixed assets are stated at cost or valuation less accumulated depreciation and any 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 fixed
assets have been put into operation, such as repairs and maintenance costs, is normally charged to the
profit and loss account 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 fixed asset, the expenditure is capitalised as an additional cost of the
fixed asset.

Notes to Financial Statements

Golden Harvest Entertainment (Holdings) Limited
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Notes to Financial Statements

30 June 2002

S SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Fixed assets and depreciation (Continued)
Depreciation is calculated on the straight-line basis to write off the cost or valuation of each asset over
its estimated useful life. The principal annual rates used for this purpose are as follows:
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Long term leasehold land over the unexpired terms of the leases
Buildings 4%

Leasehold improvements 10% — 33Y/3%

Machinery and equipment 10% — 25%

Furniture and fixtures 10% — 25%

Motor vehicles 20%

Air-conditioning systems 15% — 20%

The gain or loss on disposal or retirement of a fixed asset recognised in the profit and loss account is
the difference between the sales proceeds and the carrying amount of the relevant asset. On disposal
or retirement, the attributable revaluation surplus not previously dealt with in retained profits or
accumulated losses is transferred directly to retained profits or accumulated losses.

Investments in club memberships
Investments in club memberships are stated at cost less any impairment losses. Cost includes fees and
expenses directly related to the acquisition of the club memberships.

Trademarks
Trademarks are stated at cost less any impairment losses and are not amortised.

Long term investments

Long term investments in unlisted equity securities, which are intended to be held on a continuing
basis, and which are held for identified long term purposes documented at the time of acquisition or
change of purpose and are clearly identifiable for the documented purpose, are stated at cost less any
impairment losses, on an individual investment basis.

When impairments in values have occurred, the carrying amounts of the securities are reduced to their
fair values, as estimated by the directors, and the amounts of the impairments are charged to the profit
and loss account for the period in which they arise.

When the circumstances and events that led to the impairment cease to exist and there is persuasive
evidence that the new circumstances and events will persist for the foreseeable future, the appreciation
in fair value is credited to profit and loss account, on an individual investment basis, to the extent of the
amount previously charged.

Accounts receivable

Accounts receivable, which generally have credit terms of between one to three months, are recognised
and carried at the original invoiced amount. An estimate for doubtful debts is made and deducted when
collection of the full amount is no longer probable. Bad debts are written off as incurred.




SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Inventories

Inventories are stated at the lower of cost and net realisable value after making due allowances for
obsolete or slow-moving items. Cost is determined on the first-in, first-out basis and includes all costs
of purchase, costs of conversion, and other costs incurred in bringing the inventories to their present
location and condition.

Net realisable value is based on estimated selling prices, less any further costs expected to be incurred
to completion and disposal.

Film rights and amortisation

() Film rights
Film rights represent films and television drama series and are stated at cost less accumulated
amortisation and any impairment losses.

Amortisation is charged to the profit and loss account based on the proportion of actual income
earned during the year to the total estimated income from the sale of film rights. In the case
where there is an impairment in value, the unamortised balance is written down to its estimated
recoverable amount.

(if)  Films in progress
Films in progress are stated at cost less any impairment losses. Costs include all direct costs
associated with the production of films or television drama series. Impairment losses are made
for costs which are in excess of the expected future revenue generated by these films or
television drama series. Costs are transferred to film rights upon completion.

Related parties

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
influence. Related parties may be individuals or corporate entities.

Deferred tax

Deferred tax is provided, using the liability method, on all significant timing differences to the extent it is
probable that the liability will crystallise in the foreseeable future. A deferred tax asset is not recognised
until its realisation is assured beyond reasonable doubt.

Foreign currencies

Foreign currency transactions are recorded at the applicable rates of exchange ruling at the transaction
dates. Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are
translated at the applicable rates of exchange ruling at that date. Exchange differences are dealt with in
the profit and loss account.

On consolidation, the financial statements of overseas subsidiaries and the Group’s share of net assets
of overseas associates expressed in foreign currencies are translated into Hong Kong dollars at the
applicable rates of exchange ruling at the balance sheet date. The resulting translation differences are
included in the exchange fluctuation reserve.

Notes to Financial Statements
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Notes to Financial Statements

30 June 2002

S SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Leased assets

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

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

Retirement benefits scheme

The Group operates a defined contribution retirement benefits scheme (the “Scheme”) under the
Mandatory Provident Fund Schemes Ordinance, for those employees who are eligible to participate in
the Scheme. Contributions to the Scheme are made based on a percentage of the employees’ basic
salaries and are charged to the profit and loss account as they become payable in accordance with the
rules of the Scheme. The Group’s employer contributions are fully and immediately vested with the
employees when contributed to the Scheme. The assets of the Scheme are held separately from those
of the Group in an independent administered fund.

The employees of the Group’s subsidiaries in the People’s Republic of China (the “PRC”) are members
of the state-sponsored retirement scheme operated by the government of the PRC.

Cash equivalents

For the purpose of the consolidated cash flow statement, cash equivalents represent short term highly
liquid investments which are readily convertible into known amounts of cash and which were within
three months of maturity when acquired, less advances from banks repayable within three months from
the date of the advance.




SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Provisions

A provision is recognised when a present obligation (legal or constructive) has arisen as a result of a
past event and it is probable that a future outflow of resources will be required to settle the obligation,
provided that a reliable estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount recognised for a provision is the present value at
the balance sheet date of the future expenditures expected to be required to settle the obligation. The
increase in the discounted present value amount arising from the passage of time is included in finance
costs in the profit and loss account.

Provisions for retirement benefits are made based on relevant labour laws and regulations governing
retirement payments and are reviewed by the directors on an annual basis and adjusted where applicable.

The adoption of SSAP 28 has given rise to new required additional disclosure on the face of the
balance sheet and note 22 to the financial statements.

Revenue recognition
Revenue is recognised when it is probable that the economic benefits will flow to the Group and when
the revenue can be measured reliably, on the following bases:

(a) film royalties income, theatre advertising income and video distribution income, on an accrual
basis;
(b) film distribution commission income, film developing and printing service income, advertising

agency fee income, music production income, production control fee income, public relation
services income and film sourcing and consultancy service income, on completion of the services;

(c) gross box office takings, on the sale of tickets and when the services have been rendered to the
buyers;

(d) income from confectionery sales and compact disc sales at the point of sales when the
confectionery and compact disc are given to the customer;

(e) rental income, in the period in which the properties are let out and on the straight-line basis
over the lease terms;

) interest, on a time proportion basis taking into account the principal outstanding and the effective
rate of interest applicable; and

(9) dividends, when the shareholders’ right to receive payment is established.

Notes to Financial Statements

Golden Harvest Entertainment (Holdings) Limited
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Notes to Financial Statements

30 June 2002

4.

PRIOR YEAR ADJUSTMENTS

In accordance with the requirements of SSAP 31 and the transitional provisions of SSAP 30, adjustments
have been made concerning the impairment of goodwill arising prior to the adoption of SSAP 30 which
was eliminated against capital reserve. These adjustments, which represent a change in accounting
policy, have been applied retrospectively in accordance with SSAP 2 “Net profit or loss for the period,
fundamental errors and changes in accounting policies”. Accordingly, goodwill which was eliminated
against capital reserve in the amount of HK$104,224,000 was determined to have been impaired in
prior years. The effect of this change in accounting policy in respect of the year ended 30 June 2001 is
an increase in loss from operating activities of HK$11,000,000. The retained profits brought forward as
at 1 July 2000 have been decreased by HK$93,224,000, which is the adjustment of impairment of
goodwill relating to the years prior to 1 July 2000.

SEGMENT INFORMATION

SSAP 26 was adopted during the year, as detailed in note 2 to the financial statements. Segment
information is presented by way of segment formats: (i) on a primary segment reporting basis, by
business segment; and (ii) on a secondary segment reporting basis, by geographical segment.

The Group’s operating businesses are structured and managed separately, according to the nature of
their operations and the products and services they provide. Each of the Group’s business segments
represents a strategic business unit that offers products and services which are subject to risks and
returns that are different from those of other business segments. Summary details of the business
segments are as follows:

(a) the film and video distribution segment engages in worldwide distribution of films and audio
visual products related to films and programs;

(b) the film exhibition segment engages in film exhibition in Hong Kong, Malaysia, Singapore and
elsewhere in PRC;

(c) the film and television drama series production segment engages in production controller and
film producer services; and

(d) the other segment comprises film processing business, public relations business and music
production business, which provide film processing services, public relation and retainer services
and produce soundtracks and sale of soundtrack albums.

In determining the Group’s geographical segments, revenues and results are attributed to the segments
based on the location of the customers, and assets are attributed to the segments based on the
location of the assets.

Inter-segment sales and transfers are transacted with reference to the selling prices used for sales
made to third parties at the then prevailing market prices.



5.

SEGMENT INFORMATION (Continued)

(a)

Business segments

The following tables present revenue, results and certain asset, liability and
information for the Group’s business segments.

Film and
Film and television drama
Group video distribution Film exhibition  series production Others Eliminations

2002 2001 2002 2001 2002 2001 2002 2001 2002 2001
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

expenditure

Consolidated
2002 2001
HK$'000 HK$'000

Segment revenue:
Sales to external

customers 91,316 75494 148996 161,211 2,505 10,602 21,213 22,387 — — 264,030 269,694
Inter-segment sales 2,066 — — 968 3377 2,397 3202 1577 (8,645) (4,942) — —
Other revenue 6,342 6681 4305 2381 2,780 2,711 618 469  (1,979)  (973) 12,066 11,269
Total 99,724 82,175 153,301 164,560 8,662 15710 25,033 24,433 (10,624) (5,915) 276,096 280,963
Segment results 3115 8,355 (21,777) (19,563) (17,020) (15,316) (7,152) (7,035) 1,881  (2,609) (40,953) (36,168)
Interest income and

unallocated gains 4,338 9,981
Unallocated expenses —  (6,752)
Impairment of film rights (15,536 — — — — — — — — —  (15,536) —
Loss from operating

activities (52,151) (32,939)
Write-off of interests in

associates (13,930) —  (1,227) — — — — — — —  (15157) —
Impairment of long term

investment (5,800) (8,205)
Impairment of interests in

associates — (569) — — — — — — — — — (569)
Impairment of goodwill — (11,000)
Finance costs (242) (26)

Share of profits less
losses of associates (5174) (6,165) (3,745) (10,253) - — - = = —

Loss before tax
Tax

Loss before minority
interests
Minority interests

Net loss from ordinary
activities attributable
to shareholders

Segment assets 113,922 91,467 129,122 144,412 14861 20,653 10,030 12,704 (11,076) (15,704)
Interests in associates 1,461 16,658 158,048 153,136 — — — — — —
Long term investment

Trademarks

Unallocated assets

Total assets

(8.919) (16,418)

(82,269) (69,157)
(4,134) (4,622)

(86,403) (73,779)
5 5

(86,398) (73,774)

256,859 253,532
159,509 169,794
2,297 8,097
79,073 78,572
26,662 80,308

524,400 590,303

Segment liabilities 44135 50,009 16,672 21,922 9,921 10561 3,040 3,727
Unallocated liabilities

(9,382) (12,830)

Total liabilities

64,386 73,389
45528 19,820

109,914 93,209

Other segment information:
Depreciation 540 253 14,326 13,649 1,009 917 933 946 — -
Unallocated amounts

Amortisation 27,321 18,048 — — — — — — — —

Capital expenditure 2,855 285 1729 8540 403 534 45 2,149 — —
Unallocated amounts

16,808 15,765
1,646 1375

18,454 17,140

27,321 18,048

5032 11,508
2,615 5014

7,647 16,522

Notes to Financial Statements
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Notes to Financial Statements

30 June 2002

5. SEGMENT INFORMATION (Continued)
(b) Geographical segments

The following tables present revenue, results and certain asset and expenditure information for

the Group’s geographical segments.

Group

Elsewhere
Hong Kong in the PRC Asia
2002 2001 2002 2001 2002 2001
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

Others

2002

2001

Eliminations Consolidated
2002 2001 2002 2001

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

Segment revenue:
Sales to external

customers 224272 224279 20,299 6442 14782 20235 4,677 18,738 - — 264,030 269,694
Segment results (43,216) (45,419) (4,781) (6,110) 6515 4,884 529 10,477 - — (40,953) (36,168)
Other segment information:

Segment assets 236,027 299,552 45417 30,279 1728 3353 349 656 - — 283,521 333,840

Interests in associates
Long term investment
Trademarks

Capital expenditure 3370 12,999 2,430 60 1,346 223
Unallocated amounts

159,509 169,794
2,297 8,097
79,073 78,572

524,400 590,303

— — 7146 13,282
501 3,240
7,647 16,522

6. TURNOVER

Turnover represents proceeds from the sale of film, video and television rights, motion picture distribution

and theatre operation, advertising agency fees earned, invoiced value of film developing and printing

services rendered, production control fees earned, public relation services fees earned, music production

income earned, service fees earned for film sourcing and consultancy, and sale of audio visual products.



LOSS FROM OPERATING ACTIVITIES

The Group’s loss from operating activities is arrived at after charging/(crediting):

2002 2001
HK$'000 HK$'000
Cost of inventories sold 5,917 8,245
Cost of services provided 99,906 95,685
Amortisation of film rights 27,321 18,048
Auditors’ remuneration 1,569 1,591
Depreciation 18,454 17,140
Loss on disposal of fixed assets 544 986
Operating lease rentals payments in respect of land and buildings
Minimum lease payments 40,319 38,705
Contingent rents 2,824 4,860
43,143 43,565
Staff costs, excluding directors’ remuneration (see note 28)
Wages and salaries 54,463 55,626
Pension contributions 2,068 1,012
56,531 56,638
Provisions for retirement benefits 1,204 180
Exchange losses/(gains) arising from translation of
advances to overseas associates in Asia and other
monetary assets and liabilities denominated in foreign
currencies as at the balance sheet date (2,747) 4,561
Provision for/(write-back of) doubtful debts, net (435) 918
Exchange losses/(gains), net (687) 2,201
Rental income, net (365) (371)
Interest income on bank deposits (969) (2,106)
Interest income from related parties — (6,967)

The cost of services provided includes approximately HK$9,170,000 (2001: HK$11,272,000) relating to

staff costs which is also included in the amount disclosed above.

The amortisation of film rights for the year is included in “Cost of Sales” on the face of the consolidated

profit and loss account.

Notes to Financial Statements
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Notes to Financial Statements

30 June 2002

10.

FINANCE COSTS

2002 2001
HK$'000 HK$'000

Interest on bank loans and overdrafts,
wholly repayable within five years — 26
Interest on accounts payable 201 —
Interest on finance leases 41 —
242 26

TAX

Hong Kong profits tax has been provided at the rate of 16% (2001: 16%) on the estimated assessable
profits arising in Hong Kong during the year. Taxes on profits assessable outside Hong Kong have been
calculated at the rates of tax prevailing in the countries in which the Group operates, based on country
legislation, interpretations and practices in respect thereof.

2002 2001
HK$'000 HK$’'000
Group:

Hong Kong 395 53
Elsewhere 498 675
Under/(over) provision in prior years 92 (471)
985 257

Associates:
Hong Kong — 120
Elsewhere — 198
Overprovision in the prior year (120) —
Deferred 3,269 4,047
3,149 4,365
Tax charge for the year 4,134 4,622

At the date of approval of the financial statements, a subsidiary of the Group has disputes with the
Hong Kong Inland Revenue Department on the non-taxable claim of certain non-Hong Kong sourced
income from the year of assessment 1995/1996. The subsidiary is pursuing objection against the
disputes and the directors consider that sufficient tax provision has been made in this regard.

NET LOSS FROM ORDINARY ACTIVITIES ATTRIBUTABLE TO SHAREHOLDERS
The net loss attributable to shareholders dealt with in the financial statements of the Company is
HK$107,989,000 (2001: HK$126,519,000).



11.

12.

LOSS PER SHARE

The calculation of basic loss per share is based on the net loss from ordinary activities attributable to
shareholders for the year of HK$86,398,000 (2001: HK$73,774,000) and the weighted average of

800,887,500 shares (2001: 800,887,500 shares) in issue during the year.

No disclosure for diluted loss per share for the year ended 30 June 2002 is shown as the exercise price

of the Company’s outstanding share options is higher than the average market price of the Company’s

ordinary shares during the year and thus the share options have no diluting effect.

In last year, the calculation of diluted loss per share was based on the net loss from ordinary activities

attributable to shareholders for that year and the weighted average of 801,046,668 shares in issue,

which represented the weighted average number of 800,887,500 shares in issue during that year, plus

the weighted average number of 159,168 shares assumed to be issued at no consideration on the

deemed exercise of all exercisable options during that year.

FIXED ASSETS
Group

Leasehold Machinery Furniture Air-
land and Leasehold and and Motor  conditioning
buildings improvements  equipment fixtures vehicles systems Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Cost or valuation:
At beginning of year 9,300 66,308 28,999 20,110 2,818 632 128,167
Additions — 2,627 1,510 1,412 1,597 — 7,146
Disposals — (323) (1,563) (266) (1,498) (44) (3,694)
Exchange adjustments — 3 15 7 37 — 62
At 30 June 2002 9,300 68,615 28,961 21,263 2,954 588 131,681
Accumulated depreciation:
At beginning of year 2,291 9,839 8,138 4,398 1,487 554 26,707
Provided during the year 358 10,256 4,199 2,870 751 20 18,454
Disposals = (148) (1,027) (119) (1,145) (16) (2,455)
Exchange adjustments — 3 8 2 15 — 28
At 30 June 2002 2,649 19,950 11,318 7,151 1,108 558 42,734
Net book value:
At 30 June 2002 6,651 48,665 17,643 14,112 1,846 30 88,947
At 30 June 2001 7,009 56,469 20,861 15,712 1,331 78 101,460
Analysis of cost or valuation:
At cost — 68,615 28,961 21,263 2,954 588 122,381
At valuation 9,300 - - — — = 9,300
9,300 68,615 28,961 21,263 2,954 588 131,681

Notes to Financial Statements
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Notes to Financial Statements

30 June 2002

12.

13.

FIXED ASSETS (Continued)

The leasehold land and buildings are situated in Hong Kong and are held under long term leases.

The net book value of the Group’s fixed assets held under finance leases included in the total amount
of machinery and equipment and motor vehicles at 30 June 2002, amounted to HK$93,000 (2001: Nil)
and HK$942,000 (2001: Nil), respectively.

The long term leasehold land and buildings were revalued on 30 September 1994 by an independent
firm of professionally qualified valuers, C.Y. Leung & Company Limited, at HK$9,300,000 at open
market value assuming sale with vacant possession. The surplus arising from the revaluation was
credited to the revaluation reserve account. The effect of this revaluation on the depreciation charge for
the year was insignificant. The Group has adopted the transitional provision, as permitted under paragraph
80 of SSAP 17 issued in 1995 and revised in 2001, of not making further regular valuations on its
revalued assets.

Had the Group’s land and buildings been carried at cost less accumulated depreciation and any
impairment losses, they would have been included in the financial statements at approximately

HK$789,000 (2001: HK$871,000).

INTERESTS IN SUBSIDIARIES

Company

2002 2001

HK$'000 HK$'000

Unlisted shares, at cost 167,647 167,647
Due from subsidiaries 718,948 678,933
886,595 846,580

Provision for impairment (496,720) (348,720)
389,875 497,860

The balances with subsidiaries are unsecured, interest-free and are not repayable within the next
twelve months.



13.

INTERESTS IN SUBSIDIARIES (Continued)

Particulars of the principal subsidiaries are as follows:

Name

Bamboo Grove
Enterprises
Limited

Cine Art
Laboratory
Limited

City Entertainment
Corporation
Limited

Conneway Films
Company Limited

Dootson
Investment
Corporation

Dwerryhouse
Properties Limited

Exceptional Experts
Limited

Gala Film
Distribution
Limited

Place of
incorporation
and principal

operations

British
Virgin
Islands

Hong Kong

Hong Kong

Hong Kong

Panama

British Virgin
Islands

British Virgin
Islands

Hong Kong

Issued and
fully paid
share capital

Ordinary
UsSs$1

Ordinary

HK$2,500
Deferred*

HK$997,500

Ordinary
HK$2

Ordinary

HK$31,610,000

Ordinary
US$10,000

Ordinary
US$1

Ordinary
USs$1

Ordinary
HK$10,000

Deferred*
HK$10,000

Percentage
of equity
attributable
to the Group

100

100

100

100

100

100

100

100

Principal
activities

Sale of film
rights and
distribution
of motion
pictures

Film
developing
and printing

Theatre
operation

Theatre
operation

Sale of film
rights and
distribution
of motion
pictures

Distribution
of motion
pictures

Provision of
film producer

services

Distribution
of motion
pictures

Notes to Financial Statements
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Notes to Financial Statements

30 June 2002

13.

INTERESTS IN SUBSIDIARIES (Continued)

Name

Gold Wheel
Limited

Golden Harvest China

Cinemas Pte Limited

Golden Harvest
Cinemas Holding
Limited

Golden Harvest
Entertainment
Company
Limited

Golden Harvest
Entertainment
International
Limited

Golden Harvest
Entertainment
(Taiwan) Company
Limited

Golden Harvest
Films Distribution
Holding Limited

Golden Harvest
Films Distribution
(Pte) Limited

Place of
incorporation
and principal

operations

British Virgin

Islands

Singapore

British Virgin
Islands

Hong Kong

British Virgin
Islands

Taiwan

British Virgin
Islands

Singapore

Issued and
fully paid
share capital

Ordinary
Uss$1

Ordinary
S$2

Ordinary
USs$1

Ordinary

HK$100
Deferred*

HK$114,000,000

Ordinary
US$1,000

Ordinary
TW$1,200,000

Ordinary
UsSs$1

Ordinary
S$2

Percentage
of equity
attributable
to the Group

100

100

100

100

100

100

100

100

Principal
activities

Sale of film
rights and
distribution
of motion
pictures

Investment
holding

Investment
holding

Investment
holding

Investment
holding

Distribution
of motion
pictures

Investment
holding

Investment
holding



13.

INTERESTS IN SUBSIDIARIES (Continued)

Name

Golden Harvest Film
Productions Limited

Golden Harvest
(Marks) Limited

Golden Harvest
Multiplex (Pte)
Limited

Golden Harvest
Music Limited

Golden Harvest
Television Productions
Limited

Golden Movies
International
Limited

Golden Screen
Limited

Golden Touch
Licencing B.V.

Place of
incorporation
and principal

operations

Hong Kong

British Virgin
Islands

Singapore

Hong Kong

Hong Kong

British Virgin
Islands

Hong Kong

Netherlands

Issued and
fully paid
share capital

Ordinary
HK$100,000

Ordinary
UsSs$1

Ordinary
S$2
Ordinary

HK$2

Ordinary
HK$2

Ordinary
Ussi1

Ordinary
HK$8,750,000

Ordinary

EURO18,151.21

Percentage
of equity
attributable
to the Group

100

100

100

100

100

100

100

100

Principal
activities

Provision of
production
controller and
film producer
services

Holding of
trademarks

Investment
holding

Music
production

Production and
provision of
television
controller

services

Sale of film
rights and
distribution
of motion
pictures

Investment
holding

Distribution
of motion
pictures

Notes to Financial Statements
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Notes to Financial Statements

30 June 2002

13. INTERESTS IN SUBSIDIARIES (Continued)

Name

Happy Way
Limited

Image Corporation
Limited

Kotewall
Limited

Linksun International
Limited

Panasia Films
Limited

Prime Prospect
Enterprises
Limited

Real Merry Limited

Place of
incorporation
and principal

operations

Hong Kong

Hong Kong

British Virgin
Islands

Hong Kong

Hong Kong

Hong Kong

Hong Kong

Issued and
fully paid
share capital

Ordinary
HK$10,000

Ordinary
HK$5

Deferred*
HK$5

Ordinary
USs$1

Ordinary
HK$100,000

Ordinary
HK$2,600,000

Ordinary
HK$2

Ordinary

HK$16,831,002

Percentage
of equity
attributable
to the Group

100

100

100

100

100

100

100

Principal
activities

Distribution

of audio visual
products related
to films and
programs

Provision of
public relation
services

Sale of film
rights and
distribution
of motion
pictures

Provision of
production
controller and
film producer
services

Distribution
of motion
pictures and
acting as

an advertising
agent

Distribution
of motion
pictures

Theatre
operation



13.

INTERESTS IN SUBSIDIARIES (Continued)

Name

Right World
Limited

Shanghai Golden
Harvest Media
Management
Company Limited

Shanghai Golden
Harvest Multiplexes
Company Limited

SML (Hong Kong)

Limited**

United Harvest
Asia Limited

Place of
incorporation
and principal

operations

Hong Kong

PRC

PRC

Samoa

Hong Kong

Issued and
fully paid
share capital

Ordinary

HK$10,000

Ordinary
US$500,000

Ordinary
US$1,000,000

Ordinary
US$1

Ordinary
HK$2

Percentage
of equity
attributable
to the Group

60

90

90

100

100

Principal
activities

Film
sourcing for
exhibition

Distribution
of motion
pictures

Theatre
operation

Distribution
of motion
pictures

Provision of
finance to

group
companies

Except for Golden Harvest Entertainment International Limited, all of the above subsidiaries are indirectly

held by the Company.

* For Golden Harvest Entertainment Company Limited, the deferred shares carry no rights to dividends and
carry the right to receive one half of the surplus on a return of capital exceeding HK$1,000,000,000,000,000.
For Image Corporation Limited, the deferred shares carry rights to dividends for any given financial year
calculated at 40 per cent. of profit that would have been distributed. Apart from the above, all other deferred
shares carry rights to dividends for any given financial year of the respective companies when the net profit
available for distribution exceeds HK$1,000,000,000. They also carry rights to receive one half of the surplus
on a return of capital of the respective companies exceeding HK$500,000,000,000. None of the deferred
shares carry any rights to vote at general meetings.

*x Incorporated during the year.

The above table lists the subsidiaries of the Company which, in the opinion of the directors, principally

affected the results for the year or formed a substantial portion of the net assets of the Group. To give

details of other subsidiaries would, in the opinion of the directors, result in particulars of excessive

length.
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% 14. INTERESTS IN ASSOCIATES

£ Group

g 2002 2001

g HK$'000 HK$'000

2

S Share of net assets other than goodwill 4,160 20,943

[ Due from associates 155,918 150,972

g Due to associates — (1,552)

(%]

Q

g 160,078 170,363
Provision for impairment (569) (569)

159,509 169,794

All balances with associates are unsecured, interest-free and are not repayable within the next twelve
months.

The Group’s share of the post-acquisition accumulated reserves of associates as at 30 June 2002
amounted to accumulated losses of HK$80,182,000 (2001: HK$68,114,000).

Particulars of the principal associates are as follows:

Percentage

Place of of issued

incorporation Class of shares held
Business and principal shares directly by Principal
Name Structure operations held the Group activities
Dartina Development Corporate Hong Kong Ordinary 50 Investment
Limited holding
Global Entertainment and Corporate Malaysia Ordinary $a.38 Investment
Management Systems holding

Sdn. Bhd.*

Golden Abacus Pte Corporate Singapore Ordinary 50 Computer
Limited programming
Golden Communications Corporate Taiwan Ordinary 47.75 Distribution
(Taiwan) Company of motion
Limited ** pictures
Golden-STIC Investment Corporate Singapore Ordinary 50 Investment
Holdings Pte Limited holding
Golden Screen Cinemas Corporate Malaysia Ordinary 40.22 Distribution
Sdn. Bhd. of motion

pictures and
theatre
operation




14.

INTERESTS IN ASSOCIATES (Continued)

Percentage
Place of of issued
incorporation Class of shares held
Business and principal shares directly by Principal
Name Structure operations held the Group activities
Golden UIP Film Corporate Hong Kong Ordinary 50 Distribution
Distributors of motion
Limited pictures
Golden Village Corporate Singapore Ordinary 50 Investment
Entertainment holding
(Singapore) Pte Limited
Golden Village Pictures Corporate Singapore Ordinary 50 Distribution
Pte Limited of motion
pictures
Golden Village Holdings Corporate Singapore Ordinary 50 Investment
Pte Limited holding
Golden Village Multiplex Corporate Singapore Ordinary 50 Theatre
Pte Limited operation
Keenson Production Corporate Hong Kong Ordinary 30 Investment
Limited holding
Lucky Assets Holdings Corporate Hong Kong Ordinary 50 Distribution
Limited of motion
pictures
Mongkol Golden Harvest Corporate Thailand Common 50 Theatre
Company Limited *** Operation
Rich Will Limited Corporate Hong Kong Ordinary 50 Theatre
operation
Shanghai Golden Corporate PRC Registered 27 Theatre
Entertainment Limited capital operation
Tanjong Golden Village Corporate Malaysia Ordinary 25 Theatre
Sdn. Bhd. **** operation
Top Yield Production Corporate Hong Kong Ordinary 50 Distribution
Limited of motion
pictures
* Incorporated during the year
** As at 30 June 2002, Golden Communications (Taiwan) Company Limited was under the process of liquidation.
b Subsequent to the balance sheet date, the Group disposed of its entire interest in Mongkol Golden Harvest

Company Limited (note 31).

Frkk Subsequent to the balance sheet date, the Group’s shareholdings in Tanjong Golden Village Sdn. Bhd.
increased from 25% to 33.34% (note 31).

Notes to Financial Statements
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Notes to Financial Statements

30 June 2002

14.

15.

16.

INTERESTS IN ASSOCIATES (Continued)

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

LONG TERM INVESTMENT

The long term investment represented the 16% shareholding of an unlisted equity investment and is
stated at cost, representing its fair value on acquisition, less any impairment losses.

Group
2002 2001
HK$'000 HK$'000
Unlisted equity investment, at fair value 16,302 16,302
Less: Impairment losses (14,005) (8,205)
2,297 8,097

TRADEMARKS

The trademarks represent the perpetual licence of using the brandname “Golden Harvest” which takes
the form of sign, symbol, name, logo, design or any combination thereof.

The trademarks are stated at cost less any impairment losses and are not amortised. Additions during
the year represent design fees and professional fees and registration fees incurred on the registration
of the trademarks overseas.

In accordance with the requirements of SSAP 29, the cost of the Group’s trademarks should be
amortised over the best estimate of their useful lives. SSAP 29 also states that there is a rebuttable
presumption that the useful life of an intangible asset will not exceed 20 years from the date when the
asset is available for use. In the opinion of the directors, to follow the requirements of SSAP 29 would
give a misleading view of the results of the Group and its loss per share for the following reasons:

(i) The trademarks, which were acquired by the Group in 2000, have been in use for a long time
and will continue to be used for the long term. The valuation of the Group’s trademarks performed
by Adonis Appraisal Limited, an independent professional appraiser, has confirmed that the
market value of the trademarks exceeded the carrying value as at 30 June 2002. In the opinion
of the directors, there has been no material change in the valuation since 30 June 2002; and

(ii) The Group has incurred and intends to continue to incur significant advertising and promotion
expenses, which are charged to profit and loss account when incurred, to maintain and increase
the market value of its trademarks.

As a result, the Group has decided not to follow the requirements of SSAP 29 and to continue to adopt
the accounting policy to state trademarks at cost less any impairment losses. The Group intends to
confirm the value of its trademarks by independent professional valuation periodically.
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17.

18.

19.

INVENTORIES
Group

2002 2001
HK$'000 HK$’000
Raw materials 191 398
Chemicals 36 64
Machinery parts 91 57
Music compact disc — 32
318 551

FILM RIGHTS AND FILMS IN PROGRESS
As at 30 June 2002, the balance of film rights and films in progress included an impairment loss of
HK$15,536,000 (2001: Nil), which was charged to the profit and loss account for the year.

ACCOUNTS RECEIVABLE

The Group usually grants credit periods ranging from one to three months. The age analysis of the
accounts receivable, net of provision at 30 June, is as follows:

Group
2002 2001
HK$'000 HK$'000
Current to 3 months 28,035 16,422
4 to 6 months 451 233
7 to 12 months 10 218
Over 1 year 599 98
29,095 16,971

The accounts receivable of the Group includes trading balances due from Golden Harvest Private
Group companies totalling HK$11,000 (2001: HK$586,000). All of the balances with the Golden Harvest
Private Group companies are unsecured, repayable in accordance with normal trading terms, and
interest-free.

The Golden Harvest Private Group represents the private companies in the Golden Harvest Group, a
group of companies controlled by Chow Ting Hsing, Raymond, a director of the Company, which were
not included in the Group reorganisation in November 1994.

Notes to Financial Statements

Golden Harvest Entertainment (Holdings) Limited
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Notes to Financial Statements

30 June 2002

19.

20.

ACCOUNTS RECEIVABLE (Continued)

The accounts receivable of the Group also included an amount due from related companies, GH
Pictures (China) Limited, GH Media Management Pte Limited and Best Creation International Limited,
of approximately HK$53,000 (2001: HK$50,000), HK$50,000 (2001: HK$250,000) and HK$599,000
(2001: HK$891,000), respectively. The amounts are unsecured, interest-free and have no fixed repayment
terms. Chow Ting Hsing, Raymond, Phoon Chiong Kit, Chu Siu Tsun, Stephen and Chan Sik Hong,
David, who were directors of the Company, were also directors and/or beneficial shareholders of these
related companies.

ACCOUNTS PAYABLE
The age analysis of trade creditors included in accounts payable at 30 June is as follows:

Group
2002 2001
HK$'000 HK$'000
Current to 3 months 48,023 28,849
4 to 6 months 718 845
7 to 12 months 1,970 268
Over 1 year 5,032 7,603
55,743 37,565

The accounts payable of the Group includes trading balances due to Golden Harvest Private Group
companies totalling HK$52,000 (2001: HK$767,000). The amounts are unsecured, interest-free and
repayable in accordance with normal trading terms.

The accounts payable of the Group also includes amounts due to GH Pictures (China) Limited and GH
Media Management Pte Limited of HK$30,237,000 (2001: HK$6,964,000) and HK$662,000 (2001:
HK$4,323,000), respectively. The amounts are unsecured, interest-free except for an amount of
HK$26,290,000 due to GH Pictures (China) Limited which bears interest at Hong Kong dollars short
term time deposits rate plus 1% per annum and have no fixed repayment terms. Chow Ting Hsing,
Raymond, Phoon Chiong Kit and Chu Siu Tsun, Stephen, who were directors of the Company, were
also directors and/or beneficial shareholders of these related companies.



21.

22.

FINANCE LEASE PAYABLES

At 30 June 2002, the total future minimum lease payments under finance leases and their present
values, were as follows:

Present value of

Minimum lease minimum lease
payments payments
Group 2002 2001 2002 2001
HK$'000 HK$'000 HK$'000 HK$'000
Amounts payable:
Within one year 210 — 178 —
In the second year 210 — 180 —
In the third to fifth years,
inclusive 331 — 293 —
Total minimum
finance lease payments 751 — 651 —
Future finance charges (100) —
Total net finance lease payables 651 —
Portion classified as current
liabilities (178) —
Non-current portion 473 —

PROVISION FOR RETIREMENT BENEFITS

Group

HK$'000
At beginning of year 1,274
Additional provision 1,204
At 30 June 2002 2,478
Portion classified as current liabilities =
Non-current portion 2,478

Under the relevant labour laws and regulations governing retirement payments, the Company’s directors
have estimated and provided for the amount of provisions for retirement benefits. The estimation basis
is reviewed on an ongoing basis and revised where appropriate.

Notes to Financial Statements
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Notes to Financial Statements

30 June 2002

23.

24.

DEFERRED TAX

Deferred tax has been provided for, under the liability method, at the rate of 16% (2001: 16%) on the
significant timing differences between the taxable profits and the profits reported in the financial
statements.

The movement in the deferred tax liabilities for the year is set out below:

Group
2002 2001
HK$'000 HK$’'000
Balance at beginning of year and at 30 June 110 110

The revaluation of the Group’s fixed assets does not constitute a timing difference and, consequently,
the amount of potential deferred tax thereon is not taken into consideration.

The principal components of the Group’s deferred tax assets not recognised at the balance sheet date
calculated at the rate of 16% (2001: 16%) are as follows:

2002 2001

HK$'000 HK$’'000

Accelerated capital allowances (4,108) (5,618)
Tax losses 37,943 34,019
Others 121 (312)
33,956 28,370

There were no other significant potential deferred tax liabilities of the Group and the Company for which
provision has not been made.

SHARE CAPITAL

Shares
Company
2002 2001
HK$'000 HK$'000
Authorised:
1,300,000,000 ordinary shares of HK$0.10 each 130,000 130,000

Issued and fully paid:
800,887,500 ordinary shares of HK$0.10 each 80,089 80,089




24.

SHARE CAPITAL (Continued)

Share options

The Company operates a share option scheme (the “Scheme”), further details of which are set out
under the heading “Share option scheme” in the Report of the Directors.

The movements on the options granted by the Company during the year are as follows:

2002 2001

Number Number

Outstanding at beginning of year 4,600,000 2,000,000
Cancelled during the year — (2,000,000)
Granted during the year 25,500,000 4,600,000
Outstanding at end of year 30,100,000 4,600,000

During the year, the Company granted a total of 25,500,000 share options under the Scheme for a
nominal consideration of HK$1 per grant. The share options granted entitle the holders to subscribe for
shares of the Company at any time during the period from 31 October 2001 to 30 October 2011. The
subscription price per share payable upon the exercise of these options was HK$0.62.

No share options were exercised, lapsed or cancelled during the year.

At the balance sheet date, the Company had 30,100,000 outstanding shares options. They include
25,500,000 share options outstanding under the Scheme, with exercise period from 31 October 2001 to
30 October 2011 and exercise price of HK$0.62 per share. The remaining 4,600,000 outstanding share
options were granted on 25 July 2000 under a terminated share option scheme of the Company, which
was adopted and approved on 2 November 1994 and was terminated on 28 November 2001. These
share options are exercisable during the period from 25 July 2000 to 24 July 2010, 25 July 2001 to 24
July 2010 and 25 July 2002 to 24 July 2010 for 2,300,000, 1,150,000 and 1,150,000 share options,
respectively, at an exercise price of HK$0.78 per share.

The exercise in full of the exercisable outstanding share options at the balance sheet date would, under
the present capital structure of the Company, result in the issue of 30,100,000 additional shares and
cash proceeds to the Company of approximately HK$19,398,000 before related expenses.

Subsequent to the balance sheet date, a total of 1,000,000 share options granted to an employee with
an exercise price of HK$0.62 per share lapsed.

Notes to Financial Statements
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Notes to Financial Statements

30 June 2002

25.

RESERVES
Retained
Share Capital profits/ Exchange
premium redemption Capital (accumulated Surplus Revaluation  fluctuation
account reserve reserve losses) reserve reserve reserve Total
Group HK$'000  HK$'000  HK$'000 HK$'000  HK$'000  HK$000  HK$000  HK$'000
At 1 July 2000:
As previously reported 565,577 145  (130,615) 97,951 443 7,864 (34,813) 506,552
Prior year adjustments
— note 4 = = 93,224 (93,224) = = = =
As restated 565,577 145 (37,391) 4,727 443 7,864 (34,813) 506,552
Exchange adjustments
on translation of:
— overseas subsidiaries — — — — — — 413 413
— overseas associates — — — — — — (4,203) (4,203)
Goodwill on acquisition
of subsidiaries — — (23,698) — — — — (23,698)
Gooduwill transferred to profit
and loss account on
impairment — — 11,000 — — — — 11,000
On disposal of interests in
an associate — — — — — — 682 682
Net loss for the year
(as restated) — — — (73,774) — — — (73,774)
Transfer to surplus reserve — — — (37) 37 — — —
At 30 June 2001 565,577 145 (50,089) (69,084) 480 7,864 (37,921) 416,972
At 1 July 2001:
As previously reported 565,577 145  (154,313) 35,140 480 7,864 (37,921) 416,972
Prior year adjustments
— note 4 — — 104,224 (104,224) — — — —
As restated 565,577 145 (50,089) (69,084) 480 7,864 (37,921) 416,972
Exchange adjustments
on translation of:
— overseas subsidiaries — — — — — — (487) (487)
— overseas associates — — — — — — 1,432 1,432
Net loss for the year — — — (86,398) — — — (86,398)
On write-off of interests in
associates — — — — — — 2,850 2,850
At 30 June 2002 565,577 145 (50,089) (155,482) 480 7,864 (34,126) 334,369

The surplus reserve represents an amount transferred from retained profits in accordance with statutory

requirements and the articles of association of an associate in Taiwan. The surplus reserves may only

be applied to make up any losses and for capitalisation by way of fully paid bonus issues of the shares

of the associate in Taiwan.



25.

RESERVES (Continued)

SSAP 30 was adopted during the year, as detailed in note 2 to the financial statements. The amounts of
the goodwill remaining in consolidated reserves, arising from the acquisition of subsidiaries and
associates prior to 1 July 2001, are as follows:

Group
Goodwill
eliminated against
capital reserve
HK$’000
Cost:
At beginning of year and at 30 June 2002 154,313
Accumulated impairment:
At beginning of year:
As previously reported —
Prior year adjustments 104,224
As restated and at 30 June 2002 104,224
Net amount:
At 30 June 2002 50,089
At 30 June 2001 50,089

As detailed in note 2 to the financial statements, the Group has adopted the transitional provision of
SSAP 30 which permits goodwill in respect of acquisitions which occurred prior to 1 July 2001, to
remain eliminated against consolidated reserves.

Due to the adoption of SSAP 31, the Group has adopted a policy to assess goodwill eliminated against
consolidated reserves for impairment. As a result, the Group has recognised an impairment loss in
respect of goodwill previously eliminated against consolidated reserves of HK$104,224,000. This change
of accounting policy has been accounted for retrospectively as prior year adjustments in accordance
with the transitional provisions of SSAP 30, further details of which are included in note 4 to the
financial statements. These prior year adjustments have had no effect on the current year.

Notes to Financial Statements
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Notes to Financial Statements

30 June 2002

25. RESERVES (continued)

Share Capital
premium  redemption Contributed Accumulated
account reserve surplus losses Total
Company HK$’000 HK$’000 HK$'000 HK$'000 HK$’000
At 1 July 2000 565,577 145 191,644 (213,875) 543,491
Net loss for the year — — — (126,519) (126,519)
At 30 June 2001 and
1 July 2001 565,577 145 191,644 (340,394) 416,972
Net loss for the year — — — (107,989) (107,989)
At 30 June 2002 565,577 145 191,644 (448,383) 308,983
Group
2002 2001
HK$'000 HK$’000
(Restated)
Losses accumulated by:
Company and subsidiaries (75,300) (970)
Associates (80,182) (68,114)
(155,482) (69,084)

The contributed surplus of the Company represents the difference between the nominal value of the

Company'’s shares issued in exchange for the issued share capital of the subsidiaries and the aggregate

net asset value of the subsidiaries acquired at the date of acquisition. Under the Companies Act of
Bermuda 1981 (as amended), the contributed surplus of the Company is distributable to shareholders

under certain conditions.



26. NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT
Reconciliation of loss from operating activities to net cash inflow/(outflow)

(a)

(b)

(c)

from operating activities

2002 2001
HK$'000 HK$’000
(Restated)
Loss from operating activities (52,151) (32,939)
Interest income (969) (9,073)
Depreciation 18,454 17,140
Loss on disposal of fixed assets 544 986
Exchange losses/(gains) arising from translation of
advances to overseas associates (2,747) 4,561
Provision for/(write-back of) doubtful debts (435) 918
Impairment of film rights 15,536 —
Increase in prepayments, deposits and other receivables (8,077) (3,805)
Decrease in inventories 233 193
Increase in film rights and films in progress (18,974) (5,867)
Decrease/(increase) in accounts receivable (11,689) 106,956
Decrease in an amount due to a director — (205)
Increase/(decrease) in accounts payable 18,178 (48,480)
Increase/(decrease) in accrued liabilities and other payables (6,161) 302
Increase in customer deposits 2,530 322
Increase in provision for retirement benefits 1,204 160
Exchange adjustments (549) 429
Net cash inflow/(outflow) from operating activities (45,073) 31,598
Analysis of changes in financing during the years
Finance lease Minority
obligations interests
HK$'000 HK$'000
Balance at 1 July 2000 — 38
Share of loss after tax of a subsidiary — (5)
Balance at 30 June 2001 and 1 July 2001 — 33
Inception of finance lease contracts 906 —
Net cash outflows from financing (255) (5)
Balance at 30 June 2002 651 28

Major non-cash transactions

During the year, the Group entered into finance lease arrangements in respect of fixed assets
acquired at a total consideration of HK$1,458,000. Certain fixed assets were disposed of and
valued at HK$552,000 in part exchange for the acquired assets. As a result, the total capital

value of the leases at their inceptions amounted to HK$906,000.
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Notes to Financial Statements
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27. RELATED PARTY TRANSACTIONS
In addition to the balances detailed in notes 14, 19 and 20, the Group had the following transactions
with related parties. The directors confirm that all of these transactions were carried out in the ordinary
and usual course of business of the Group.

(a) Transactions with the Golden Harvest Private Group

During the year, the Group had material transactions to which members of the Golden Harvest

2]
&
c
3]
=
@
o
<
S
(%2}
3
o
c
IS
=
o
o
2
(%]
(]
2
o
z

Private Group were parties. The significant transactions are summarised below:

Group
2002 2001
HK$'000 HK$'000
Film distribution commission income 139 54

The Group acted as the distributor of the films produced by companies within the Golden
Harvest Private Group and commission income was charged according to prices and conditions
similar to those offered to other customers of the Group.

Chow Ting Hsing, Raymond (“Mr. Chow”), Phoon Chiong Kit (“Mr. Phoon”), Chu Siu Tsun,
Stephen (“Mr. Chu”) and Chan Sik Hong, David (“Mr. Chan”), who were directors of the Company
during the year, were interested, directly or indirectly, in certain of the above transactions as
directors and/or beneficial shareholders of the members of the Golden Harvest Private Group.

All of the above related party transactions with the members of the Golden Harvest Private
Group also constituted connected transactions, as defined in the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”).

In respect of transactions set out above, a conditional waiver from strict compliance with the
connected transaction requirements as set out in Chapter 14 of the Listing Rules has been
obtained. The directors have reviewed and confirmed that these connected transactions were
conducted in the ordinary course of the business of the Group and on terms no less favourable
than those offered by unrelated third parties.




27. RELATED PARTY TRANSACTIONS (Continued)
(b) Transactions with other related parties

Apart from the above, during the year, the Group also had the following material transactions
with other related parties:

Notes to Financial Statements

Group
2002 2001
Notes HK$'000 HK$’000
Advertising agency fee income from related
companies ), (i) 1,456 4,270
Film developing and printing services income
from related companies @), (iii) 2,610 10,443
Film distribution commission income from =
related companies @, (iv) 11,329 43,715 3
Consultancy fee income from related companies @, (v) 600 3,700 g
Film production control fee income from =
a related company @), (vi) 714 9,305 =
Services fees income from a related company (1), (vii) 195 1,593 %
Accounting services income from a related L
company (1), (viii) 38 442 =
Distribution administrative service income g
from a related company (), (ix) 132 401 %
Rental income from a related company ), (x) 365 365 g
Talent management fee income from E
a related company (), (xi) 150 1,000 2
Interest expense to a related company (), (xii) 201 — 2
Consultancy fee paid to a related company (1), (xiii) 796 — rI‘E
Film royalty income from associates (), (xiv) 3,452 257 =
Management fee income from associates ), (xv) 2,549 2,504 g
Film sourcing service fee paid to an associate (i), (xvi) 126 50 3
Accounting service fee paid to an associate (), (xvii) 81 81
Film promotion fee paid to an associate (1), (xviii) 55 —
Corporate guarantees given in respect of
banking facilities granted to associates (), (xix) 48,493 47,056
Notes:
(i) Mr. Chow, Mr. Phoon, Mr. Chu and Mr. Chan, who were directors of the Company during the year,

were interested, directly or indirectly, in the above transactions as directors and/or beneficial
shareholders of certain of these companies.

(i) The agency fee income related to the provision of advertising services which was charged according
to prices and conditions similar to those offered to other customers of the Group.

(iii) The income related to the provision of film developing and printing services which was charged
according to prices and conditions similar to those offered to other customers of the Group.

Annual Report 2002

(iv) The Group acted as the distributor of the films produced by the related companies and the film
distribution commission income was charged according to the terms of the distribution agreement
dated 21 April 1997 and 2 August 1999 or charged according to prices and conditions similar to
those offered to other customers of the Group.
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27. RELATED PARTY TRANSACTIONS (Continued)
(b) Transactions with other related parties (Continued)

Notes: (Continued)

(V) The consultancy fee income related to the promotional and advertising services rendered to an
associate of the Golden Harvest Private Group and was charged at a rate of HK$50,000 (2001:
HK$50,000) per month.

Included in the total consultancy fee income received in last year, there was an amount of
HK$3,100,000 related to film exhibition advisory services rendered to a substantial shareholder of an
associate of the Group and was charged according to the terms of the agreement dated 1 August
2000.
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(vi) The film production control fee income was charged according to the terms of the service agreement
dated 8 February 2000.

(vii) The services fees income related to the film production service provided to a related company and
was charged at a rate of 1.3% (2001: 0.5% to 1.3%) of the total budgeted film production cost.

Included in the total services fees income received in last year, there was an amount of HK$296,000
related to the handling service provided to a related company on the factoring agreement dated 4
December 2000 entered into between GH Pictures (China) Limited and Bamboo Grove Enterprises
Limited, a wholly-owned subsidiary of the Group, and was charged at 1% of the total amount of debt
to be purchased.

(viii) The accounting services income was charged at 0.25% (2001: 0.25%) of the total budgeted film
production cost.

(ix) The distribution administrative service income was charged at 5% (2001: 5%) of the actual payment
of distribution expense.

(x) The rental income was charged at a rate of approximately HK$30,000 (2001: HK$30,000) per month
for sub-letting the office to an associate of the Golden Harvest Private Group.

(xi) The talent management service income was charged according to the terms in respective service
contracts.
(xii) The interest expense to an associate of Golden Harvest Private Group was charged at Hong Kong

dollars short-term time deposits rate plus 1% per annum.

(xiii) The consultancy fee paid represented the film production and distribution consulting services provided
by a related company to the Group and was charged according to the terms of the agreement dated
1 October 2001.

(xiv) The royalty income was charged according to the terms of respective distribution agreements.
(xv) The management fee income representing the following:

— an amount of HK$240,000 related to consultancy services provided to an associate of the
Group and was charged at a rate of HK$60,000 per month for the period from 1 July 2001 to
31 October 2001 (2001: HK$60,000 per month);

— an amount of HK$312,000 related to accounting services provided to three associates of the
Group and were charged at rates of HK$10,000 (2001: HK$10,000), HK$14,000 (2001:
HK$14,000) and HK$2,000 (2001: HK$5,000) per month, respectively; and

— an amount of HK$1,997,000 related to consultancy services provided to three associates of
the Group and were charged at rates of HK$120,000 (2001: HK$120,000) per month and
RMB5,000 (2001: Nil) per month, and HK$500,000 (2001: Nil) per annum, respectively.




27.

28.

RELATED PARTY TRANSACTIONS (Continued)
(b) Transactions with other related parties (Continued)

Notes: (Continued)

(xvi) The film sourcing service fee was charged at a rate of HK$10,000 per month for the period from 1
July 2001 to 31 December 2001 and HK$11,000 per month from 1 January 2002 onwards (2001:
HK$10,000 per month from February to June 2001).

(xvii)  The accounting service fee was charged at a rate of S$1,500 (2001: S$1,500) per month.

(xviii)  The film promotion fee was charged according to prices and conditions similar to those offered to
other customers of the associate.

(xix) The corporate guarantees were given by the Group in respect of banking facilities granted to certain
associates at nil consideration.

Certain transactions amounted to HK$889,000 (2001: HK$138,000) included in notes (iv) and
(xiii) above with two related companies (2001: one related company) constituted connected
transactions as defined in the Listing Rules.

None of the other related party transactions set out above constituted connected transactions
as defined in the Listing Rules.

REMUNERATION OF DIRECTORS AND OF FIVE HIGHEST PAID INDIVIDUALS
Directors’ remuneration

The remuneration of the directors of the Company disclosed pursuant to the Listing Rules and Section
161 of the Hong Kong Companies Ordinance is analysed as follows:

2002 2001
HK$'000 HK$'000

Fees:
Executive directors — —
Non-executive directors — 120
Independent non-executive directors — 120
— 240

Basic salaries, allowances and benefits in kind:
Executive directors 11,752 10,175
Non-executive directors = —
Independent non-executive directors — —

11,752 10,175

Pension contributions:
Executive directors 36 21
Non-executive directors — —
Independent non-executive directors — —

36 21

11,788 10,436

Notes to Financial Statements
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28.

REMUNERATION OF DIRECTORS AND OF FIVE HIGHEST PAID INDIVIDUALS

(continued)
Directors’ remuneration (Continued)
The above remuneration of directors fell within the following bands:

2002 2001

Number Number

Nil — HK$1,000,000 7 8
HK$1,000,001 — HK$1,500,000 — 1
HK$1,500,001 — HK$2,000,000 1 —
HK$2,000,001 — HK$2,500,000 1 —
HK$3,000,001 — HK$3,500,000 1 1
HK$4,500,001 — HK$5,000,000 1 1
11 11

There was no arrangement under which a director waived or agreed to waive any remuneration during
the year.

During the year, 23,000,000 share options were granted to certain directors of the Company in respect
of their services to the Group, further details of which are set out under the heading “Share option
scheme” in the Report of the Directors.

No value is included in the directors’ remuneration in respect of the share options granted during the
year because, in the absence of a readily available market value for the options on the Company’s
shares, the directors were unable to arrive at an accurate assessment of the value of the options
granted.

Five highest paid individuals

Of the five highest paid individuals, four (2001: three) were directors of the Company and their
remuneration has been included in the directors’ remuneration above. The remuneration of the remaining
one (2001: two) highest paid individuals for the year is as follows:

2002 2001
HK$'000 HK$'000
Basic salaries, allowances and benefits in kind 1,279 2,290
Pension contributions 11 7
1,290 2,297

The above remuneration of employees fell within the following band:
2002 2001
HK$'000 HK$’'000

HK$1,000,001 — HK$1,500,000 1 2
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30.

CONTINGENT LIABILITIES

Contingent liabilities at the balance sheet date were as follows:

Group Company
2002 2001 2002 2001
HK$'000 HK$'000 HK$'000 HK$’'000
Guarantee of banking facilities
granted to subsidiaries — — 5,000 113,000
Guarantee of banking facilities
granted to associates 48,493 47,056 47,320 45,883
48,493 47,056 52,320 158,883
COMMITMENTS
Group
2002 2001
HK$'000 HK$’000
(a) Capital commitments:
Contracted for 4,623 5,469
Authorised, but not contracted for 562 485
5,185 5,954

(b) Operating lease commitments

The Group leases certain of its office premises and cinemas under operating lease arrangements.
Leases for properties are negotiated for terms ranging from 1 to 10 years.

Group
2002 2001
HK$'000 HK$’000
Total future minimum lease payments under
non-cancellable operating leases for
land and buildings:

Within one year 39,618 39,700
In the second to fifth years, inclusive 161,920 163,061
After five years 13,696 49,228
215,234 251,989

Certain non-cancellable operating leases included in above were subject to contingent rent
payments, which were charged for the amount of 17% to 29% (2001: 17% to 29%) of their

monthly or annual gross box office takings in excess of the base rents as determined in respective

lease agreements. In additions, 10% of theatre confectionery sales and advertising income were

also charged for certain leases.

Notes to Financial Statements
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% 30. COMMITMENTS (Continued)
g Group
© 2002 2001
2 HK$'000 HK$'000
z
E (c) Commitment for capital contribution to a proposed
'I-E subsidiary registered in PRC 9,360 9,360
3
° Group
= 2002 2001
HK$'000 HK$’'000
(d) Commitment in respect of the acquisition
of interests in associates 8,160 963

The Company had no significant commitments at the balance sheet date (2001: Nil).

31. SUBSEQUENT EVENTS
(a) On 26 July 2002, the Group disposed of its entire 50% equity interest in Mongkol Golden
Harvest Company Limited, an associate of the Group as at 30 June 2002. There is no material
gain or loss resulted from this transaction.

(b) On 25 September 2002, the Group acquired 8.34% equity interest in Tanjong Golden Village
Sdn. Bhd. (“Tanjong Golden Village”), a 25% owned associate of the Group as at 30 June 2002.
Tanjong Golden Village is engaged in theatre operation in Malaysia. The cash consideration for
the acquisition of HK$8,839,000 was fully paid on the acquisition date. Based on the preliminary
financial information, the directors consider that the goodwill arising from the acquisition is not
material.

32. COMPARATIVE AMOUNTS
As further explained in notes 2 and 4 to the financial statements, due to the adoption of certain new
and revised SSAPs during the current year, the accounting treatment and presentation of certain items
and balances in the financial statements have been revised to comply with the new requirements.
Accordingly, certain prior year adjustments have been made and certain comparative amounts have
been reclassified to conform with the current year’s presentation.

33. APPROVAL OF THE FINANCIAL STATEMENTS
The financial statements were approved and authorised for issue by the board of directors on
22 October 2002.
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BEFNREF 24272 224279 20,299 6442 14782 20,235 4,677 18,738 = — 264,030 269,694
SHEE (43216) (45419) (4,781) (6,10) 6515 4,884 529 10,477 = —  (40,953) (36,168)
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AREE 236,027 2995552 45417 30279 1728 3,353 349 656 = — 283521 333,840
REENR 2B 159,509 169,794
REORE 2297 8,097
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REFA2BMEZRTERRBEXZAE _ 26
BB BR KA 2 201 —
MEHEZANE 41 _
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EBAEBIREERARE BRI 2 ERBRRIRBR160(ZBE—F : 16%) B - FHBIER
BRAEEEBFEARZBABRE  RESHERTEA  AEZRERBANE -

—ET_F —ET—F
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BENT
&8 — 120
Hibith & — 198
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IEE R 18 3,269 4,047
3,149 4,365
AEERIEXLH 4,134 4,622

EUBEHFERMEZE  AEBETZHBARHEEERERERE THEHRFERE - 2B EP K 1995/1996
CEAREFEAREAREBERF AT ERERA - ZHBATRRERBIZRENR MESERAT
MERAAEEEHFRBERE -
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RASME
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iR = 2,627 1,510 1,412 1,597 = 7,146
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ERAE = 3 15 7 37 = 62
RZBE-EXA=1H 9,300 68,615 28,961 21,263 2,954 588 131,681
RENE:
£9 2,291 9,839 8,138 4,398 1,487 554 26,707
EREh 358 10,256 4,199 2,870 751 20 18,454
HE = (148) (1,027) (119) (1,145) (16) (2,455)
ERAE — 3 8 2 15 = 28
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RAFE:
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RARGEAT
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AEHRHECEMEEETMHE-

fHARE L REFHERANBRRBEFTERTAREBRAR  MHREA ZBESLH789,000
BT (ZZZ— 5 1 871,000/ 7T) °

)

13. RHBAR 2R

KA F
—ET-F —EZT—F
S FExT
LM » REA 167,647 167,647
FE UK BT B A B BR X 718,948 678,933
886,595 846,580
WERE (496,720) (348,720)
389,875 497,860

HEWBARBZEHRARER 2ERYFERT-EARNEE -




13.

RB LR 2R (&)

FTEWBARZFEBEMOT ¢

DRAERE

Bamboo Grove

Enterprises Limited

RIXEHHNERDE

BB ER
BRAH

BEXEERALT

Dootson Investment

Corporation

Dwerryhouse

Properties Limited

Exceptional Experts

Limited

BRYRBTAERAT

SRR R

EX:3-F 3:uh

KERLES

BB

BB

B

B25E

KERLES

KERLES

B

BBRTR
CEERA

BER
2,500/ 7T

3 S B
997,50078 7T

ZER
2B T
ZER
31,610,0003 JT

BBER
10,000% T

BBER

EBER
10,0007 7t
3 S B A
10,0007 7t

AR EL

ZREBDL

100

100

100

100

100

100

100

100

HEE X RE

EwRn

BRI ED

HEE X RE

REBZBT

BRI

EWEREH

BRI

B I R MY =

LEX (RE)ARAA

VNZE

=

RN
RN
w




By 75 3 2R Bt &

—EE-FAA=1A

i 13. RMBAR 2B @
- EMA TR BRAR KD AEE
s NGET IBEERY EMERAE ZREEA IEEH
Gold Wheel Limited REELHE =Ral 100 HEEY RE
1=7T REFBT
Golden Harvest China 1 03 R 100 BREERR
Cinemas Pte 2 T
Limited
Golden Harvest KBEZES ERGl 100 REER
Cinemas Holding EY
Limited
BERRGEE 5H EBER 100 REEZR
ERAT 1008 7T
i FE B 19+
114,000,0003& 7T
Golden Harvest KBEZHES ZER 100 REER
Entertainment 1,000% 7T

International Limited

EREBRIRER 5 =1 EER 100 BYRT
BRAF 1,200,000%7 & ¥

Golden Harvest Films REEURE EBER 100 REZR
Distribution Holding e
Limited

Golden Harvest Films 03 ZmaR 100 BREER
Distribution (Pte) 2 7T
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EX(BEE)BRAA KBRELHES Zm R 100 FEEEE
EP
Golden Harvest Multiplex ESDIIE ZER 100 REEZER
(Pte) Limited 24 7T
ERAEHERLT &8 AR 100 FEBUE
2B T
e
EREREERRAT &8 Zm R 100 BERER éﬂ/
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:é;pg(
K
Golden Screen Limited &8 ZmaR 100 BREER fuig
8,750,00078 Tt
o . . e e 115
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Distributors Limited
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(Singapore)
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I3
J
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1
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K
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Harvest Company
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SR AEE R4 E B %1 Tanjong Golden Village Sdn. Bhd. Z 813 F BT 1k 2 25%3% i & 33.34% (7% B Hf&E31) °
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FE U BR R ()

755 [ 2 FE U BR 7R N B $E FE YR B8 X B BR T8 — GH Pictures (China) Limited ~ GH Media Management Pte
Limited % Best Creation International Limited 3 5l % 53,0007 Tt (= 2% — £ : 50,000/ jT) * 50,000
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REEEERDR - BE - BRE BREARRERAETQADVES  FAKBELRAZESY HAH
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REH
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