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Biographical Details of Directors

SSEARE

Chairman and Executive Director

Mr. Wu Kebo (“Mr. Wu")
Aged 54

Mr. Wu is the chairman, executive director and a member of the
remuneration committee and the chairman of the nomination
committee of the Company, and a director of certain subsidiaries of
the Company. He is also currently a director of Orange Sky
Entertainment Group (International) Holding Company Limited
("OSEG") and its subsidiaries. OSEG, a company incorporated in the
British Virgin Islands with limited liability and being a substantial
shareholder of the Company, was founded by Mr. Wu in 2004 and is
principally engaged in music and musical production, artist
management and advertising business in the People’'s Republic of
China (the “PRC"). With regard to film, Mr. Wu acted respectively as
executive producer of the two Chinese films Red Cliff and The
Warlords, as well as producer of other Chinese titles including Call for
Love, | am Liu Yuejin and Dangerous Games. In addition, Mr. Wu has
been involved in high technology and telecommunications businesses
since the 1990s. Mr. Wu graduated with a bachelor’s degree in
business administration from the SOKA University Japan in 1992. Mr.
Wu joined the Company in October 2007 and is the brother of Ms.
Wu Keyan, an executive director of the Company.

Executive Director and Chief Executive Officer

Mr. Mao Yimin (“Mr. Mao”)
Aged 40

Mr. Mao is an executive director and has been appointed as the chief
executive officer of the Company (“CEQ") since 1 August 2011. Mr.
Mao held the office of the chief financial officer of the Company
("CFO") during the period from 6 May 2011 to 1 January 2012 and
the period from 17 June 2013 to 7 November 2016. He is also a
director of certain subsidiaries of the Company. Before joining the
Company, Mr. Mao was a senior manager at KPMG Advisory (China)
Limited ("KPMG") who specialised in transaction services and risk
management. Mr. Mao has extensive investment advisory and
industry-related experience, particularly in manufacturing, retail,
media and real estate. Prior to joining KPMG, Mr. Mao served for
large Australian Securities Exchange listed companies, where he had
built up strong statutory reporting, financial analysis, and risk control
and merger and acquisition experience. Mr. Mao graduated from the
University of New South Wales in Australia with a master's degree in
commerce in 2003 and he is also a member of the Australian Society
of Certified Practising Accountants.
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Biographical Details of Directors

SSEEAEE

Executive Directors

Mr. Li Pei Sen (“Mr. Li")
Aged 70

Mr. Li joined the Company as a non-executive director in March 2009
and was re-designated as an executive director of the Company in
April 2010. He is also the associate chairman of OSEG. Mr. Li was an
associate director of China TV Production Centre in 1994 and the
general manager of China Central Television in 1996. In 1997, Mr. Li
joined China International Television Corporation (“TVC") as president
and was involved in its corporate structuring. During his presidency at
TVC, Mr. Li was also in charge of television production, as well as the
domestic and global licensing business of Chinese television
programmes. Prior to joining OSEG as the associate chairman, Mr. Li
served as the director of China TV Production Centre in 2000. Mr. Li
has over 15 years of working experience in film and television series
production and acted as the producer of more than a thousand
episodes of television series, including a number of popular and high
audience rating titles such as All men are brothers: blood of the
leopard, Taiping Heavenly Kingdom, Vernacular stories from the end
of Western Zhou Dynasty to the Qin Dynasty and The story of
Hongkong and cartoon series Journey to the West. In addition, Mr. Li
is also a committee member of the China Federation of Literary and
Art Circles, a council member of China TV Workers’ Association, the
vice-president of China TV, Film Productions Committee, a member of
the censorship expert committee of State Administration of Radio,
Film and Television, and a consultant to TVC.

Ms. Wu Keyan (“"Ms. Wu")
Aged 47

Ms. Wu is an executive director of the Company. She was re-
designated as an executive director on 9 September 2010 and prior to
that, she had been an alternate director to Mr. Wu since January
2008. She is also a director of certain subsidiaries of the Company.
Ms. Wu has been a senior manager of the Administration and Human
Resources Department of the Group since 1 January 2008. She has
been re-designated as Assistant to Chairman with effect from 7
September 2009 and is responsible for the administrative
management of the Company’s head office in Hong Kong and the
PRC. Ms. Wu has served in various corporations in Japan and Hong
Kong and is currently the deputy general manager of Holdrich
Investment Limited, a company principally engaged in
telecommunications, semiconductor and technology-related
businesses. Ms. Wu graduated with a bachelor’s degree in business
management from the Faculty of Commerce at Takushyoku University
in Japan in 1996. Ms. Wu is the sister of Mr. Wu.
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Biographical Details of Directors
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Ms. Chow Sau Fong, Fiona (“Ms. Chow")
Aged 45

Ms. Chow is an executive director and has been appointed as chief
operating officer (“COQ") of the Group since 24 April 2015 and is
responsible for managing the exhibition businesses of the Group in all
territories. She has also been assigned as the special assistant to
Chairman of the Company since 1 October 2010 and appointed as
director of certain subsidiaries of the Company. Formerly, Ms. Chow
was appointed as Executive Director when she first joined the Group
on 30 October 2007. She had also held the position of chief financial
officer of the Company between 1 January 2008 and 31 December
2008. On 22 September 2009, Ms. Chow had been appointed as
COO of the Company and she resigned thereafter as Executive
Director and COO of the Company with effect from 23 August 2010
for personal reasons. On the same day, she was re-designated as the
managing director of the China operation of the Company, which has
focused on the development of theatrical exhibition business in China
and subsequently she resigned from the position with effect from 30
September 2010.

Ms. Chow holds an M.B.A in Finance and Entrepreneurial
Management from the Wharton Business School at the University of
Pennsylvania, and a B.A. (Honors) in Business Administration from the
Chinese University of Hong Kong.

Independent Non-Executive Directors

Mr. Leung Man Kit Michael (“Mr. Leung”)
Aged 64

Mr. Leung has been an independent non-executive director, and the
chairman of the audit committee and a member of the remuneration
committee of the Company since February 2008 and a member of the
nomination committee of the Company since 26 March 2012. Mr.
Leung obtained a bachelor’s degree in social science from the
University of Hong Kong in 1977 and has over 30 years of experience
in project finance and corporate finance. He has held senior positions
with Peregrine Capital (China) Limited, SG Securities (HK) Limited
(previously known as Crosby Securities (Hong Kong) Limited), Swiss
Bank Corporation, Hong Kong Branch. Mr. Leung was also a director
of Emerging Markets Partnership (Hong Kong) Limited which was the
principal adviser to the AIG Infrastructure Fund L.P.

Mr. Leung serves as an independent non-executive director of
NetEase, Inc., a NASDAQ listed company. He also serves as an
independent non-executive director of China Ting Group Holdings
Limited, China Huiyuan Juice Group Limited, Optics Valley Union
Holding Company Limited and Luye Pharma Group Limited; and as an
executive director of Unitas Holdings Limited, all of which are
companies listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). Mr. Leung was an independent non-executive
director of Junefield Department Store Group Limited for the period
from December 2002 to May 2013, a company being listed on the
Stock Exchange.
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Biographical Details of Directors

SSEEAEE

Ms. Wong Sze Wing (“Ms. Wong")
Aged 39

Ms. Wong was appointed as an independent non-executive director
and a member of the remuneration committee and the audit
committee of the Company with effect from 26 April 2010. She has
been appointed as the chairman of the remuneration committee of
the Company and a member of the nomination committee since 26
March 2012. Ms. Wong has over ten years of accounting experience
in the profession. She is the chief financial officer and joint company
secretary of Yingde Gases Group Company Limited which is listed on
the main board of the Stock Exchange and a constituent stock of
Hang Seng Composite Index. Ms. Wong was previously employed as
the group chief financial officer of OSEG. She was also previously
employed as the financial controller of Avex China Company Limited,
a PRC joint venture company established by OSEG and Avex Group
Holdings Inc., which is listed on the Tokyo Stock Exchange. Ms. Wong
ceased to be the group chief financial officer of OSEG and financial
controller of Avex China Company Limited in January 2008. She was
also previously employed as a manager at PricewaterhouseCoopers.
Ms. Wong obtained a bachelor’s degree in business administration
from the University of Hong Kong in 2001. She also obtained an
EMBA from the China Europe International Business School in 2012.
Ms. Wong became a chartered member of the Hong Kong Institute of
Certified Public Accountants in 2003.

Mr. Fung Chi Man Henry (“Mr. Fung”)
Aged 49

Mr. Fung has been an independent non-executive director and the
member of the audit committee of the Company since 3 June 2016.
Mr. Fung has over twenty years of experience in the legal profession.
He is a partner of Holman Fenwick Willan (“HFW") since 1999 and
the chief representative of the Shanghai Office of Holman Fenwick
Willan LLP. Mr. Fung obtained a degree of Bachelor of Laws and a
Postgraduate Certificate in Laws from the University of Hong Kong.
He also has a PRC law degree from the China University of Political
Science and Law. Mr. Fung is currently a practicing solicitor of the
High Courts of Hong Kong and England & Wales. Mr. Fung is also a
notary public and a China-appointed attesting officer in Hong Kong.
Besides, Mr. Fung is also a civil celebrant of marriages, an HKIAC
arbitrator, a member of the Solicitors Disciplinary Tribunal and a
chairman of the Appeal Tribunal Panel (Buildings) in Hong Kong.
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Chalrman’s
Statement =z®==

2017 was a rewarding year. | am proud that during the year we had made significant milestones which secure the
sustainable, long-term and healthy development of the Group. Our China film exhibition business was disposed of at the
consideration of around RMB2.99 billion (the “Disposal”), by which we have unlocked the value tied up with our China
cinemas and recognised a gain on disposal of HK$2,201 million for the year. Acquisition of the remaining 50% equity
interest for Singapore GV cinema chains, which has been providing a strong and steady cash flow stream to the Group, was
also completed in October 2017. | believe that after these remarkable achievements the Group has entered into another
harvest season.

Reflecting confidence in the financial position of the Group, after the Disposal the Board had declared a special dividend of
HK$0.351 per share, in aggregate of approximately HK$1,002 million. Taking into account the additional special dividend of
HK$0.253 per share, in aggregate of approximately HK$708 million, declared post year end in January 2018, the total
dividend declared in 2017 and up to the date of this annual report amounted to HK$1,710 million.
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On behalf of the board of Directors (the “Board”) of Orange Sky
Golden Harvest Entertainment (Holdings) Limited (the “Company”), |
am delighted to present you this annual report of the Group for the
year ended 31 December 2017.

The net profit attributable to shareholders of the Company for the
year was HK$2,242 million, in contrast to HK$59 million net loss
attributable to shareholders in the previous year. | am particularly
proud that the value of our China film exhibition business was well
recognised by the market, which has demonstrated the vision and
execution capability of the management team as well as the
underlying value of our cinemas to our shareholders. The
improvement of the result of recurring income business has
demonstrated an equally impressive performance of our operation
teams in enhancing the efficiency of our cinemas and implementing
effective cost control measures.

The Group continued to maintain its leading position in Singapore,
Taiwan and Hong Kong with steady growth for the year under review.
After the Disposal, the Group operated 31 cinemas with 249 screens
in total across Hong Kong, Taiwan and Singapore as at 31 December
2017. In the era of industry integration, | firmly believe that the
competitive edges of a company will not hinge solely on its product
quality, but also its human resources. | am very pleased that our
operation teams in Singapore, Taiwan and Hong Kong have
accumulated extensive experience and in-depth local knowledge with
international vision.
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Chairman’s Statement
TREMEZE

The Group is dedicated to the provision of comprehensive customer
experience to our audiences. A variety of enriching services such as
additional food and beverages offerings and enhanced alternative
contents are offered to further improve our customer experience and
build up their loyalty.

Business Review

The Group was able to maintain revenue growth in Singapore, Taiwan
and Hong Kong in 2017, despite the fact that the markets have been
volatile. The boost of new multiplexes by market players have
stimulated the overall industry growth while this has led to keen
competition on ticket price and service quality. Given the recent
market trend, we expect that integration of the market players would
persist for a period of time. It is very encouraging that we completed
the Disposal at an attractive valuation which enabled us to deploy our
resources and further expand our businesses and operations in other
regions.

Our Singapore cinema chains (“GV Cinemas”) has been the top
market player in the region that enjoyed a market share of 46.3% and
operated 12 cinemas with 99 screens as at 31 December 2017. The
Group considers its operation in Singapore a valuable establishment
which enjoys well recognition by the market and has a very strong
foundation in the region. We believe that the acquisition of the
remaining 50% equity interest in GV Cinemas will undoubtedly boost
the expansion of the Group and further strengthen the profitability of
the Group in both the single and regional markets.

Being one of the most successful market players in Hong Kong, apart
from focusing on the profitable film exhibition operation, the Group
continues to expand additional earning streams to boost the value of
our business. Leveraging on the successful experience and extensive
knowledge in organising various alternative contents in previous years,
our expert team is able to provide a wider scope of alternative content
shows to our audiences. As the market leader of providing alternative
contents in Hong Kong film exhibition business and being supported
by the booming market demand, we presented 132 alternative
contents in Hong Kong in 2017, representing a significant increase by
51 as compared with in the previous year. It is expected that the
business of alternative contents will continue to generate stable
income for our Hong Kong operation.

I am very pleased that the Group has accumulated years of experience
in cinema operation in Taiwan. The valuable experience and expertise
puts us well ahead of our competitors and in a good position to
consistently deliver value to our shareholders. Vie Show has continued
to be the market leaders. Apart from maintaining steady growth in
our core exhibition business, riding on the success of Hong Kong
alternative contents experience, our Taiwan operation has been
expanding its scope of business to provide various alternative contents
to our audiences as well.

For corporate social responsibility, the Group is committed to striking
a balance between profit-making and sustainable growth. We firmly
believe that a sound business environment, society and corporate
governance are essential to the success of our business. \We encourage
our staff to engage in community services and social enterprises so as
to promote the harmony in the communities where the Group
operates its businesses.
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Chairman’s Statement
TREMmEZ

Prospects

It is expected that the macro-economic environment for the film
exhibition and distribution sector will remain challenging in the
coming years and the momentum of integration within the industry
would remain for a period of time. The Group will pay close attention
to the local and regional factors and adjust our strategies and deploy
its resources accordingly.

With the proven experience and the clear long term growth vision,
together with our healthy financial position and sufficient cash flow
after the Disposal, we are well positioned to tackle any upcoming
challenges and further develop our businesses.

Looking forward, the Group will continue to take active steps to
strengthen our cinema circuits as core income stream business. To
further utilise and leverage on the resources and operating strengths,
the Group will continue to maintain our prudent yet progressive
approach to identifying different ways to further diversify our
businesses as well as high return projects. We are confident that the
Group will continue to deliver long-term value to the shareholders.
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On behalf of the Group, | would like to thank all our shareholders,
customers and staff for their continuous support and efforts, which
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Orange Sky Golden Harvest's

Cinema Portfo\io
V\z%xm KE/ ﬁX

(as of 31 December 2017 BE-ZE—+&F+-A=+—H)

Net average

Admissions ticket price

Number of Number of (million) (HKS)

cinemas screens AEBR T REE

S EH REEH (BAEAR) (%)

Hong Kong B 6 23 23 84
Taiwan = 13 127 15.8 61
Singapore 2N 12 99 9.0 60
Total st 31 249 27.1 205
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Operation and Financial Review

As a result of the completion of the Disposal in July 2017, by which all
the cinemas of the Group in Mainland China were disposed of since
then, the Group's revenue decreased by 22.1% to HK$1,007 million
and the gross profit decreased by 21.6% to HK$602 million compared
with last year. Gross profit margin maintained stably at 59.8% (2016:
59.5%).

Profit attributable to the equity holders of the Company amounted to
HK$2,242 million as compared to the loss attributable to the equity
holders of HK$59 million in last year. The significant profit was mainly
resulted from a gain of HK$2,201 million arising from the Disposal in
July 2017, netting off by several one-off expenses such as change in
fair value of financial derivatives (which were derecognised during the
year) and the loss on remeasurement of liability component of the
convertible bonds upon early redemption.

As of 31 December 2017, the cash and cash equivalents of the Group
was HK$1,961 million (2016: HK$152 million). Outstanding
borrowings amounted to HK$1,235 million (2016: HK$595 million),
which comprised mainly interest-bearing bank loans. The interest-
bearing bank loans were secured by pledged cash, an office property
and the equity interests in several subsidiaries of the Company. The
Group's gearing ratio (measured as total borrowings to total assets)
was maintained healthy at 26.4% (2016: 18.9%) and the Group was
in a net cash position (measured as cash and bank deposits less total
borrowings) of HK$910.6 million (2016: net debt position of
HK$379.7 million).

Business Review
Film Exhibition

The Group opened 2 cinemas with 16 screens and closed 1 cinema
with 9 screens during the year. After disposing of 77 cinemas of the
Disposed Business, the Group operated 31 cinemas with 249 screens
in total across Hong Kong, Taiwan and Singapore as at 31 December
2017. As a result of the Disposal, by which all cinemas of the Group
in Mainland China were disposed of since July 2017, our cinemas
served 40 million guests as compared to 52 million guests last year,
and our gross box office receipts on a full and aggregated basis were
recorded at HK$2,168 million, representing a drop of 15.6% from last
year. The major Hollywood blockbusters released this year were
Beauty And The Beast (2017) (EX E2E7 L (2017)), Fast & Furious 8 (JE
BFBFi#8), Wonder Woman (#8775 Z 1), The Boss Baby (% +BB), Logan
(ER), The Mummy (2017) (RZE# % (2017)) and Thor: Ragnarok (&
MRS - P EE). The major Chinese language blockbusters were
Kung Fu Yoga (X Ell), Journey to the West: Demon Chapter (74
{A#X) in Hong Kong and Mainland China; Dangal ((X&IE | 2) in
Mainland China and Taiwan.
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Operating Statistics of the Group’s Cinemas

(For the year ended 31 December 2017)

Mainland Hong
China Kong  Taiwan Singapore
Number of cinemas* 77 6 13 12
Number of screens* 539 23 127 99
Admissions (million)** 12.9 2.3 15.8 9.0
Net average ticket price (HK$)** 34 84 61 60
* as of 31 December 2017, except for the operating statistics for Mainland

China are as of 28 July 2017 which was the completion date of the

Disposal

*x The operating statistics for Mainland China were presented up to 28 July

2017, the completion date of the Disposal

The Group is dedicated to the provision of a diversified video and
audio experience for its audiences. All screens of the Group have been
established with advanced digital equipment and are 3D compatible.
There were 7 IMAX® screens in total for the Group in Taiwan as at 31
December 2017. The Group has also been enhancing the experience
for our audiences by equipping 4DXTM, D-Box Motion Chairs,
Advanced Panorama Dolby Atoms and DTSX sound systems in our

cinemas in different regions.

Mainland China

Operating Statistics of the Group’s Cinemas in Mainland China before

the Disposal

Number of cinemas*

Number of screens*
Admissions (million)

Net average ticket price (RMB)

Gross box office receipts (RMB million)*

1.1.2017- 1.1.2016-
28.7.2017 31.12.2016
77 76

539 531

12.9 24.8

30 29

421 792

* as of 28 July 2017 (2016: 31 December 2016), the completion date of

the Disposal

# before deduction of government taxes and charges
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The Group's gross box office receipts generated by its multiplexes in
Mainland China decreased by 47% to RMB421 million compared with
last year as a result of the Disposal. During the year under review, the
Group opened 1 new cinema with 8 screens in the city of Xiamen.
Notwithstanding the foregoing, the average ticket price during the
period increased by 3.4% to RMB30 as compared to the yearly
average in 2016 as a result of more marketing campaigns launched.

The loss incurred from the operating of our exhibition business in
Mainland China was HK$16 million for the year under review
compared to HK$42 million last year. The reduction in loss was mainly
attributable to the completion of the Disposal in July 2017 and the
continuous improvement in operation efficiency on ramped-up
cinemas which helped to boost both box office and non-box office
revenue, and the implementation of prudent cost control as well. For
details of the Disposal, please refer to the circular dated 13 March
2017 and the announcements dated 10 February 2017 and 28 July
2017 of the Company published on the website of The Hong Kong
Exchanges and Clearing Limited.

Hong Kong
Operating Statistics of the Group’s Cinemas in Hong Kong

2017 2016
Number of cinemas* 6 6
Number of screens* 23 23
Admissions (million) 2.3 2.4
Net average ticket price (HK$) 84 83
Gross box office receipts (HK$ million) 195 203

* as of 31 December

During the year under review, the Hong Kong market as a whole
recorded box office receipts of HK$1.86 billion, a decrease of 5.1%
from HK$1.96 billion in last year. The Group’s cinemas in Hong Kong
recorded box office receipts of HK$195 million this year (2016:
HK$203 million), representing a decrease of 3.9% compared to the
same period last year. Despite the decrease, the Group still
outperformed the Hong Kong market. Net average ticket price of the
Group grew 1.2% to HK$84 in Hong Kong since more alternative
content shows with higher average ticket price were held, and the
general increase in the ticket prices for year.

To enable our cinemas becoming entertainment hubs of greater
scope, we showed 132 alternative contents in 2017, a big jump of
63.0% from 81 in last year. It was encouraging that we developed a
competent team in organising the alternative contents and a strong
base of alternative content fans. It was proven by our successful
alternative content shows such as the 12 shows of Live Broadcast
"Aqours 1st Lovelive! ~Step! Zero To One~" and the 18 shows of Live
Broadcast “Aqours 2nd Lovelive! Happy Party Train Tour"”, which,
respectively, reached a remarkable 98.5% and 84.2% fill rates with
1,942 and 2,783 admissions, and the two broadcasts recorded an
average ticket price of HK$330.
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Taiwan

Operating Statistics of the Group’s Cinemas in Taiwan

2017 2016
Number of cinemas* 13 14
Number of screens* 127 136
Admissions (million) 15.8 15.7
Net average ticket price (NTD) 234 240
Box office receipts (NTD billion) 3.7 3.8
* as of 31 December

During the year, Taipei City’s market box office receipts amounted to
NTD3.90 billion, representing a slight decrease of 0.1% from NTD3.91
billion last year. The Group’s 35.71% owned Vie Show cinema circuit
("Vie Show") recorded total box office receipts of NTD3,686 million
(2016: NTD3,760 million), representing a decrease of 2.0% from last
year as a result of the weakened market and the closure of one
cinema in Taichung Mode Mall. However, it still outperformed the
market in Taiwan and the share of net profit from Vie Show increased
from HK$24.2 million to HK$30.9 million compared to the
corresponding period last year. Vie Show continued to be the largest
film exhibitor in Taiwan. Adhering to the Group’s comprehensive
entertainment hub strategy, the popular “UNICORN” handmade
popcorn counter has been operated in all 13 cinemas (31 December
2016: 6 cinemas).

Singapore
Operating Statistics of the Group’s Cinemas in Singapore

2017 2016
Number of cinemas* 12 1"
Number of screens* 929 91
Admissions (million) 9.0 9.4
Net average ticket price (S$) 10.6 10.2
Box office receipts (S$ million) 95 96
* as of 31 December
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During the year, the Singapore market box office receipts dropped by
5.9% to $$206 million (2016: S$219 million) due to lack of record
blockbusters. Golden Village cinemas reported box office receipts of
S$95 million (2016: S$96 million), representing a slight decrease in
box office receipts of 1.0% compared to last year. Nevertheless, the
Group's performance in Singapore outperformed the market in
Singapore and it continued to be the market leader with a market
share of 46.3% (43.7% in 2016). Golden Village cinemas’ automated
ticketing machines and auto-gates give patrons an easy, fast and
efficient cinematic experience like none of the others. Hollywood
blockbusters are always popular in Singapore and bring a stable profit
contribution to the Group. Hollywood blockbusters released during
the year included Thor: Ragnarok (¥ 2K/ 3 « 5%+ %= £r), Beauty And
The Beast (2017) (EX£1E7 2t (2017)), Justice League (IEZHEE),
Wonder Woman (7825 Z 1), Fast & Furious 8 ((EZ7fFi% 8), Spider-
Man: Homecoming (#1% A : #&4 H) and Guardians Of The Galaxy
Vol. 2 (#R;7] P& 2). During the year, the Group’s share of net profit
from the Golden Village cinema circuit increased by 71.4% to HK$106
million, mainly attributable to the completion of acquiring the
remaining 50% equity interest of Dartina Development Limited (the
" Acquisition”) in October 2017. For details of the Acquisition, please
refer to the circular dated 19 December 2017 of the Company
published on the website of The Hong Kong Exchanges and Clearing
Limited.

Film & TV Programme Distribution and Production

On an aggregated basis the Group's film distribution and production
business recorded revenue of HK$48 million (2016: HK$45 million),
representing an increase of 7% compared to last year. The distribution
revenue was mainly generated by distributing some famous releases
such as Chasing The Dragon ((88E), The Yuppie Fantasia 3 (/NS A
#0 3) and Shock Wave (#75& Z %) in Hong Kong, The Tag-Along 2 (41
XK/\2Z# 2) and DiDi’s Dreams (102 A9Z) in Taiwan and Ah Boys to
Men 4 (¥ F1Z1V) and The Foreigner (21 #1#) in Singapore. For
the production sector, the Group will continue to invest independently
and cooperatively with local and overseas studios to produce movies
and TV programmes of high quality and carry out intellectual property
redevelopment in the foreseeable future. The Group'’s film library with
perpetual distribution rights kept on bringing steady licensing income
to the Group.

EVENT AFTER THE REPORTING PERIOD

On 4 January 2018, the Group declared a special dividend of
HK$0.253 per share of the Company, amounting to HK$708,316,000.

PROSPECTS

Looking forward, the Group will continue our cinema networks
expansion strategy for its film exhibition segments. Our high calibre
teams in different regions will keep identifying cinema sites with good
market penetration, undervalued targets for acquisition and profitable
cooperation opportunities in the market.

TR FMBEZERATES9% E 2.06(EFH M
WL (ZZE—7RF 2 19@BH ML T)  BE AR
ZHWRESES - RERSIESERIALS500E
FE T (ZZ—NF 96008 FH M) =
BWABEFEMELI1.0% - BE M - KEFER
Ny 2 RIVDERFT L BETS - WEEE
PEEEMA  MIHEhEEXRAE463% (R_F—
FHRA3T%)  ZERGENEDER# L S EHE
FIRBETIRAMARENHE RERBREH
BYER WEREAEFINET S —EWE -
BAEBTEREBTENER FALBRZAEF
BhBRE(EMER3  ZHER) (EXHEE
(2017))  (IEZE BB ) ~ (R 21 - (I BB 3%
8~ (WK A ¢ RIR B NRCH A TFEE2) - FIN -
REBDIEREF 2 AFIEINT.4% £1.06 18
B FERREFEZEBRRATHRT50% %
B2BRB(TWBEEENDER-_ZE—tFTAR
e BEREBEE L HE  S2HARFTEHRN
BEBERGREEMERARBHA-_ZT—+F
+=—A+BEZEEK -

EFNRERDERTRERE
ANEEREHBITREWEER IR B R BEEE
FFE RSN 4,800 8B L (=T —7NF 1 4,500
EEIL) REFRIEMTI% - BHITRFTER
BETLHEE IR EBEITGEEY (/)
BABT3)RFEREZR) - REERITRIEK )
LZ2) REIERE ) LA R R FT N B 1T (FT £ [F
FEIV)R(E LR BHEER HE - AEEH
R RS E 8 B 8 A & B K BN RIE R
R BEMEFSEENEFZEBERHE UKL
RIEEMEBEFAE - AREHAEKAMRITEZ
BY R BEEESAEBEREBTRERAGR -

WwEHIE E1E

R=F—N\F—AWNA AEEERFFIREE
FEA A BIN50.25378 7T © & $£708,316,00078 7T °
Al =

RERK  REBSEEHETEMEBD 2
PraBk iEoRat 8l - TR ESE ZEEHTER
M EMEABREMIZZEN 2 FMME - f
EBREZVEESEREMNATE 2 AFRE -

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED / ANNUAL REPORT 2017



Management Discussion and Analysis

BB wm Mo AT

In Hong Kong, the Group will further invest into the film exhibition
business by opening on average one or two new cinemas each year by
competing for existing cinema sites currently run by other cinema
operators upon the expiry of their leases, identifying populated areas
currently not served by any cinema to explore opportunities of
launching new cinemas, and acquiring existing cinema sites of other
cinema operators depending on the availability of new sites in the
market and the commercial terms. Riding on the success of alternative
contents in previous years, the Group will cooperate with different
business partners to offer a variety of events including mini-concerts
and fans meeting artists in the cinemas. It is expected that the growth
of demand for alternative shows will continue to bring considerable
profit to the Group. At the same time, the Group will keep selectively
invest in film and video production and distribution business and
wisely on any high return projects.

In Mainland China, the Group plans to ramp up the film, video and TV
production business by producing and/or co-investing in new mid-to-
large scale films after completion of the Disposal. With the foundation
that the Group has laid in its distribution network, the Group will
prudently enlarge the distribution business by acquiring distribution
rights of films depending on the availability, quality and potential
profitability of such opportunities. Apart from expanding existing
business, the Group is also open to any new projects that could
further diversify our business and benefit the Group as a whole.

In Taiwan, Vie Show will consistently stick with the cinema network
expansion strategy. Plenty of potential sites and cooperation
opportunities are currently under our review and negotiation and
more cinemas are expected to be opened in the coming few years.

In Singapore, the Group will continue to grow by actively pursuing
suitable cinema sites that bring us additional steadily cash flow. It is
expected 2 more cinemas in Bedok and Funan with 13 screens and
1,050 seats in total will be launched in the upcoming years. Adopting
the strategy to diversify the earning stream to achieve sustainable
growth, advanced settings such as 4DXTM motion seat hall and
Gemini couple seat to offer an extraordinary movie experience as well
as conventional halls to cater to the mass market will be provided in
some of our new sites.

Looking ahead, as the global economy remains challenging, the
Group will keep paying close attention to the regional economy and
adjust its strategy and deploy its resources accordingly. It is believed
that, taking into account its ample financial capacity as a result of the
Disposal, the Group will continue to actively seek investment
opportunities in the regional media, entertainment and technology
sectors that are related to the Group's existing business, and at the
same time be prepared to seek any high return new business that
adds value to our Shareholders. The directors are confident that the
Group will be able to achieve sustainable growth and deliver long
term value to the shareholders, and at the same time keep diversifying
the business as well.
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FINANCIAL RESOURCES AND LIQUIDITY

As of 31 December 2017, the Group had cash and cash equivalents
amounting to HK$1,961 million (2016: HK$152 million). The Group's
total outstanding borrowings amounted to HK$1,235 million (2016:
HK$595 million), which comprised mainly bank borrowings, compared
to bank borrowing of HK$411 million and convertible bonds of
HK$184 million in 2016. The Group's gearing ratio, calculated on the
basis of total borrowings over total assets stood at a healthy level of
26.4% (2016: 18.9%) and our cash to debt ratio at 173.7% (2016:
36.2%). As of 31 December 2017, the Group had HK$185 million
pledged cash balances to secure its banking facilities. In order to
minimise potential risks for the Group’s development and economic
status, the management will keep monitoring gearing and will make
relative adjustments if necessary. The Group at this moment has
reasonable financial leverage. Meanwhile, the Group takes advantage
of equity financing together with available bank loan facilities to fund
the cinema projects, potential acquisitions of profitable business
opportunities so as to implement its expansion plan. The Group
believes that its current cash holding and available financial facilities
will provide sufficient resources for its working capital requirements.

The Group's assets and liabilities are principally denominated in Hong
Kong dollars and Renminbi, except for certain assets and liabilities
associated with the investments in Singapore and Taiwan. The
overseas joint ventures of the Group are operating in their local
currencies and are subject to minimal exchange risk. The directors will
continue to assess the exchange risk exposure, and will consider
possible hedging measures in order to minimise the risk at reasonable
cost. The Group did not have any significant contingent liabilities or
off-balance sheet obligations as of 31 December 2017 (31 December
2016: Nil).

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2017, the Group had 394 (2016: 1,745)
permanent employees. The Group remunerates its employees mainly
by reference to industry practice. The Group also operates a defined
contribution retirement benefit scheme under the Mandatory
Provident Fund Schemes Ordinance and as at 31 December 2017,
there were no forfeited contributions arising from employees leaving
the retirement benefit scheme.

FINAL DIVIDEND

The Directors do not recommend the payment of any final dividend
for the year ended 31 December 2017 (31 December 2016: Nil).
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Code on Corporate Governance Practices

The Board recognises the importance of good corporate governance
to maintain the Group’s competitiveness and lead to its healthy
growth. The Company has taken steps not only to comply with code
provisions as set out in the Corporate Governance Code (the “CG
Code”) under Appendix 14 to the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”) but also to aim
at enhancing corporate governance of the Group as a whole.

For the year ended 31 December 2017, the Company has complied
with the code provisions of the CG Code except for the deviation
from code provisions A.4.1 and E.1.2 of the CG Code with considered
reasons as explained below.

Pursuant to code provision A.4.1 of the CG Code, non-executive
directors of a listed issuer should be appointed for a specific term,
subject to re-election. All non-executive directors of the Company
were not appointed for a specific term but are subject to the
requirement of retirement by rotation and re-election at least once
every three years at the annual general meetings of the Company in
accordance with the relevant provisions of the Company’s Bye-laws,
accomplishing the same purpose as being appointed for a specific
term. As such, the Company considers that sufficient measures have
been taken to ensure that the Company’s corporate governance
practices are no less exacting than those in the code provisions of the
CG Code.

According to code provision E.1.2, Mr. Wu Kebo, the Chairman of the
Board, should have attended the annual general meeting of the
Company held on 26 June 2017. However, Mr. Wu Kebo was unable
to attend the abovementioned annual general meeting due to another
business commitment. Mr. Li Pei Sen, who took the chair of the said
annual general meeting, together with other members of the Board
who attended the annual general meeting were of sufficient calibre
and knowledge for answering questions at the annual general
meeting.

Directors’ Securities Transactions

The Company has adopted its own code on terms no less exacting
than those set out in the Model Code for Securities Transactions by
Directors of Listed Issuers in Appendix 10 of the Listing Rules (the
“Model Code”). The Company has made specific enquiries with all
the directors of the Company (the “Director(s)”) and all of them have
confirmed that they had complied with the requirements set out in
the Model Code and the Company’s code for the year ended 31
December 2017.
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BOARD OF DIRECTORS

As at the date of this annual report, the Board comprises five
executive Directors (including the Chairman of the Board) and three
independent non-executive Directors, whose biographical details are
set out in the “Biographical Details of Directors” on pages 4 to 7 of
this annual report.

The Board is collectively responsible for overseeing the management
of the business and affairs of the Group. The Board meets regularly
throughout the year to discuss the overall strategies as well as
operation and financial performances of the Group. Matters relating
to (i) the formulation of the Group's overall strategy and directions; (ii)
any material conflict of interest of substantial shareholders of the
Company or Directors; (iii) approval of the Group’s annual results,
annual budgets, interim results and other significant operational and
financial transactions; (iv) changes to the Company’s capital structure;
and (v) major appointments to the Board are reserved for decisions by
the Board. The Board has delegated the day-to-day management,
administration and operation of the Group and implementation and
execution of Board policies and strategies to the executive Directors
and management of the Company.

All Directors have given sufficient time and effort to the affairs of the
Group and they have full and timely access to all relevant information
regarding the Group’s affairs and have unrestricted access to the
advice and services of the company secretary. The Directors may seek
independent professional advice at the Company’s expenses in
carrying out their duties and responsibilities.

Appropriate and sufficient insurance coverage has been effected by
the Company in respect of Directors’ liabilities arising from any legal
action that may be taken against the Directors in relation to corporate
activities.
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During the year ended 31 December 2017, Board meetings and
general meetings of the Company were held and the composition of
the Board and the attendance of the Directors at these meetings are
as follows:

%@é:z tFE+ZA=T—RIFE  KXQF
BRNTEFEEHRMRAET  EFSHAKRE
FHEZSEZZBERAT

Board Meetings
Attended/Eligible

General Meetings
Attended/Eligible

to Attend to Attend
Members SHEEE% LHESEE
K& HEES22S HERRAS
Executive Directors HITESR
Wu Kebo (Chairman) AT (E/E) 6/23 0/2
Wu Keyan (Note 1) mEF T ) 17/23 272
Mao Yimin EER 23/23 2/2
Li Pei Sen B 4/23 2/2
Chow Sau Fong, Fiona EF 23/23 2/2
Independent non-executive Directors B IEHiTEE
Leung Man Kit RERG 7/23 2/2
Wong Sze Wing L 7/23 2/2
Fung Chi Man, Henry BB 6/23 2/2

Note:

1. Ms. Wu Keyan is the sister of Mr. Wu Kebo.

At least 14 days’ prior notice to the date of regular Board meetings
was given to all Directors and an agenda together with Board papers
and materials were sent to all Directors no less than three days before
the date of the Board meeting. All Directors were given opportunity to
include in the agenda any other matters that they would like to
discuss in the meeting. The Board committee also adopted and
followed the foregoing procedures for the Board committee meetings.
All Directors and Board committee members were urged to attend the
Board meeting and the Board committee meeting in person. If any
Director or Board committee member was unable to attend any such
meeting in person, participation through electronic means had been
arranged and made available to such Director and Board committee
member.

If a Director has a potential conflict of interest in a matter being
considered in the Board meeting, the Director having such potential
interest in the matter shall abstain from voting. Independent non-
executive Directors with no conflict of interest were present at such
meeting to deal with such conflict of interest issues.

The company secretary or the staff of the company secretarial
department of the Company prepared and kept detailed minutes of
each Board meeting and Board committee meeting and, within a
reasonable time after each meeting, the draft minutes were circulated
to all Directors for comment and the final and approved version of the
minutes was sent to all Directors for their records. The Board
committee had also adopted and followed the same practices and
procedures as used in the Board meetings.

The Board has received from each independent non-executive Director
a written confirmation of his/her independence and the Board
considers all of them to be independent pursuant to Rule 3.13 of the
Listing Rules.
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The appointment of independent non-executive Directors adheres to
the guidelines for assessing independence as set out in Rule 3.13 of
the Listing Rules. As disclosed in the announcement of the Company
dated 7 June 2016, Mr. Fung Chi Man, Henry (“Mr. Fung”) is a
partner of Holman Fenwick Willan (“HFW"), which is currently
providing services to the Company and one of its subsidiaries relating
to a debt collection case, the Company is satisfied that the
appointment of Mr. Fung as an independent non-executive Director is
justified due to the following reasons:

(@  Mr. Fung has not had and does not have any executive or
management role or functions in the Company and its
subsidiaries, nor has he been involved in the Company’s day-
today management and operations or employed by any member
of the Group;

(b)  Mr. Fung does not have any familial or contractual relationships
with any directors, senior management or substantial or
controlling shareholder of the Company, or any of their
respective associates, nor does he hold any other position with
the Company or its connected persons, or any of their
respective holding company or subsidiaries;

(©)  Mr. Fung has over 20 years of experience and knowledge of the
legal industry. The Company believes that Mr. Fung is able to
exercise his professional judgment and draw upon his extensive
legal knowledge for the benefit of the Company and its
shareholders as a whole, in particular, the independent
shareholders;

(d)  Mr. Fung is able to confirm his independence to the Exchange
in respect of each of the factors set out in Rule 3.13 of the
Listing Rules other than Rule 3.13(3) which considers whether
an individual is independent if he is a director, partner or
principal of a professional adviser which currently provides
services to a listed issuer, its holding company or any of their
respective subsidiaries or core connected persons; and

(e)  HFW is currently providing services to the Company and one of
its subsidiaries in relation to one particular debt collection case.
The case is being handled by other solicitors of HFW, and Mr.
Fung personally has not been directly or indirectly involved in
handling such particular case or otherwise in the provision of
any legal advice or services to the Company and any of its
subsidiaries. Therefore, the Company considers that this should
not affect Mr. Fung’s independence. Further, whilst Mr. Fung
remains a director of the Company, neither the Company nor
any of its subsidiaries intends to engage HFW for any services
after the appointment of Mr. Fung, except for the ongoing debt
collection case. Mr. Fung will also excuse himself from any
discussion of the Board involving HFW as legal adviser for a
particular matter, handling dispute between HFW and the
Company (if any) or reviewing the performance of HFW.
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To the best knowledge of the Company, except for (i) Ms. Wu who is
the sister of Mr. Wu; (ii) Mr. Li who is the associate chairman of
Orange Sky Entertainment Group (International) Holding Company
Limited (a company which is owned as to 80% by Mr. Wu) and the
interests as set out in the paragraphs headed “Directors’ and Chief
Executives’ Interests and Short Positions in Shares, Underlying Shares
or Debentures” and “Substantial Shareholders’ and Other Persons’
Interests and Short Positions in Shares and Underlying Shares” in the
"Report of the Directors” in this annual report, there is no other
financial, business, family or other material/relevant relationship
among members of the Board.

In case there is any newly appointed Director, he/she will be provided
with necessary induction and information to ensure that he/she has a
proper understanding of the Company’s operations and businesses as
well as his/her responsibilities under the Listing Rules and other
relevant legal and regulatory requirements.

All the Directors are encouraged to participate in continuous
professional development to develop and refresh their knowledge and
skills. All the Directors, namely Mr. Wu, Mr. Mao, Mr. Li, Ms. Wu, Ms.
Chow, Mr. Leung, Ms. Wong and Mr. Fung, were provided with
reading materials on updates about taxation and environmental, social
and governance reporting requirements. All Directors have provided
the Company with their respective training records pursuant to the
CG Code.

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the corporate governance
duties including:

(@  to develop and review the Company’s policies and practices on
corporate governance;

(b)  to review and monitor the training and continuous professional
development of the Directors and senior management;

(c)  to review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;

(d) to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and the
Directors; and

(e)  to review the Company’s compliance with the Corporate
Governance Code and Corporate Governance Report as set out
in Appendix 14 to the Listing Rules.

During the year, the Board reviewed the effectiveness of the internal
controls and risk management systems of the Company.
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The Chairman of the Board, Mr. Wu, is responsible for providing
leadership of the Board and ensuring all Directors are properly briefed
on issues arising at the Board meeting. In addition, he is charged with
the duty to ensure that the Directors receive in a timely manner
adequate, complete and reliable information in relation to the Group's
affairs. The Chairman also encourages the Directors to actively
participate in and to make a full contribution to the Board so that the
Board functions effectively and acts in the best interest of the
Company.

The CEO, Mr. Mao, has been focusing on strategic planning and
assessing merger and acquisition opportunities for the Company.

There is no financial, business, family or other material/relevant
relationship between the Chairman and the CEO of the Company.

NON-EXECUTIVE DIRECTORS

All non-executive Directors were not appointed for a specific term but
are subject to retirement by rotation and re-election at least once
every three years at the annual general meetings of the Company in
accordance with the relevant provisions of the Company’s Bye-laws,
accomplishing the same purpose as being appointed for a specific
term. At the Board meetings and Board committee meetings where
constructive views and comments of the non-executive Directors are
given, the non-executive Directors provide independent judgement on
the issues relating to the strategy, performance, conflict of interest
and management process.

COMPANY SECRETARY

Ms. Cheung Hei Ming has been appointed as the company secretary
("Company Secretary”) of the Company with effect from 15 August
2017. The Company Secretary needs to support the Board by ensuring
a good information flow within the Board and that Board's policy and
procedures are followed. The Company Secretary should report to the
Chairman of Board or the CEO on all related matters. For the year
ended 31 December 2017, the Company Secretary confirmed that she
had taken no less than 15 hours of relevant professional training.

AUDIT COMMITTEE

The Board established an audit committee of the Company (the
“Audit Committee”) on 9 October 1998 and formulated its written
terms of reference in accordance with the requirements of the Listing
Rules, which have been uploaded on the websites of the Stock
Exchange and the Company. As at 31 December 2017, the Audit
Committee’s members comprised three independent non-executive
Directors, being Mr. Leung (who also acts as the Chairman of the
Audit Committee), Mr. Fung and Ms. Wong.
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During the year ended 31 December 2017, two Audit Committee
meetings were held and the individual attendance of the members of
the Audit Committee is set out as follows:

HE_ZT—+tF+-_A=+—HIFE  ARF
BRITMABZEESSH  EREE8LERIK
Bz HEBERET

Meetings Attended/

Eligible to Attend

Members BHESER
RE HESER
Leung Man Kit (Chairman) REREE(F/E) 2/2
Wong Sze Wing EHE 2/2
Fung Chi Man, Henry RHEX 2/2

The principal duties of the Audit Committee include monitoring the
integrity of the financial statements of the Company, reviewing the
effectiveness of the Company’s financial control, risk management
and internal control systems (including the adequacy of resources,
qualifications and experience of staff of the Company’s accounting
and financial reporting function, and their training programmes and
budget) and risk management as delegated by the Board, and making
recommendations to the Board on the appointment and engagement
of the external auditors for audit and non-audit services. The Audit
Committee is provided with sufficient resources enabling it to
discharge its duties.

During the year ended 31 December 2017, the Audit Committee
reviewed the accounting principles and policies adopted by the Group
and discussed and reviewed financial reporting matters including the
interim and audited financial statements. In addition, the Audit
Committee also reviewed the engagement of the external auditors
and the adequacy and effectiveness of the Company’s internal control
and risk management systems and made recommendations to the
Board. There was no disagreement between the Board and the Audit
Committee on the selection, appointment or resignation of the
external auditors.

Pursuant to Rule 3.21 of the Listing Rules, the audit committee of an
issuer must comprise a minimum of three members, comprising non-
executive directors only, and at least one of them is an independent
non-executive Director with appropriate qualifications or accounting
or related financial management expertise as required under Rule
3.10(2) of the Listing Rules. Our Directors confirm that we had
complied with such requirements during the year ended 31 December
2017.

ERZEQ IBRBEREEARRAMBERE
EARTERHE REFERERIARBZHG
B BREEMAIEEHE(BRERT R
M ARREEI MV BRRBERE T 2EERE
BAREBIFEIREE) REAREEKRR - I
HREERZBINERBENE TR LIFERIRT
MEFSHELERER -BERZESREHRTR
BIRABITREBAS -

(EZT—+FT_A=+—HIEFE  BZE
BeCENAKERMN G RAREEK - W
wmARENMBRREE  BRTAREEZHH
Wk o W BREZESNBHINERBEN 2
B ARBIAREZERERERGERE BN
B UAEESELHEBER - EFSHEX
ZEEREE ZAEKBERIEZEMLEER
DI

BIFEEMARANEI2NE BTAZERZESA
BERI=EKEB W EAENITESMERK  ME
FRL—BAELEWRAZE3II0Q)HKRE2EHE
BRGNS ERER 2B IIFNTE
E-FERR ARAEREE-_T—+E+—
B=+—BLFEETERBTE -

Fi 2017

27



28

Corporate Governance Report

RN
TEE FHRSE

REMUNERATION COMMITTEE

The Board established a remuneration committee of the Company (the
“Remuneration Committee”) on 8 October 2004 and has formulated
its written terms of reference in accordance with the CG Code, which
have been uploaded on the websites of the Stock Exchange and the
Company. The Remuneration Committee currently comprises one
executive Director, being Mr. Wu, and two independent non-executive
Directors, being Mr. Leung and Ms. Wong (who also acts as the
Chairman of the Remuneration Committee). The principal
responsibilities of the Remuneration Committee include making
recommendations to the Board on the Company’s policy and structure
for the remuneration packages of all the Directors and senior
management of the Company according to its terms of reference,
including benefits in kind, pension rights and compensation payments,
including any compensation payable for the loss or termination of
their office or appointment. The remuneration of the Directors and
senior management of the Company is determined by reference to
factors such as salaries paid by comparable companies, time
commitment and responsibilities of the Directors and senior
management, employment conditions elsewhere in the Group and
desirability of performance based remuneration.

The Remuneration Committee is required to consult the Chairman of
the Board regarding the remuneration of the executive Directors, and
members of the Remuneration Committee have access to professional
advice on remuneration of executive Directors, if considered necessary.

The Remuneration Committee held one meeting during the year
ended 31 December 2017 to review and make recommendations to
the Board on the remuneration package of individual executive
Directors. The Remuneration Committee also reviewed and approved
the terms of service contracts of the executive Directors. The
composition of the Remuneration Committee during the year ended
31 December 2017 and the attendance of the members of the
Remuneration Committee to the meetings of the Remuneration
Committee are as follows:
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Wong Sze Wing (Chairman) s (FE)
Wu Kebo h7e R

Leung Man Kit R

Pursuant to the CG Code provision B.1.5, the remuneration of the
members of the senior management of the Group (which include the
executive Directors only) by band for the year ended 31 December
2017 is set out below:

Remuneration bands (HK$)
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Details of emoluments of each Director and members of senior
management are set out in note 8 to the financial statements on
pages 102 to 103 of this annual report.

NOMINATION COMMITTEE

The Board established a nomination committee of the Company (the
“Nomination Committee”) on 26 March 2012 and has formulated its
written terms of reference in accordance with the CG code, which
have been uploaded on the websites of the Stock Exchange and the
Company. The Nomination Committee currently comprises one
executive Director, being Mr. Wu (who also acts as the Chairman of
the Nomination Committee) and two independent non-executive
Directors, being Ms. Wong and Mr. Leung. The principal
responsibilities of the Nomination Committee include reviewing the
structure, size and composition of the Board, identifying individuals
qualified to become Board members, assessing the independence of
independent non-executive Directors and selecting or making
recommendations to the Board on the selection, appointment or
re-appointment of individuals nominated for directorships, in
particular the Chairman of the Board and the chief executive. The
Nomination Committee, in making such selection and
recommendation, will take into account factors such as professional
qualifications, experience, academic background, etc.

The members of the Nomination Committee have access to
independent professional advice on the nomination of executive
Directors, if considered necessary.

The Board adopted a board diversity policy on 28 August 2013 to
enhance the quality of its performance. The Nomination Committee is
responsible for reviewing and assessing the diversity at the Board level
for and on behalf of the Board in term of (including but not limited to)
gender, age, cultural and educational background, professional
experience, skills and such other qualities as may be considered
important by the Nomination Committee from time to time. In
identifying suitable candidates for appointment to the Board, the
Nomination Committee considers candidates on merit against
objective criteria and also the benefits of diversity on the Board. In
reviewing the Board composition, the Committee considers the
benefits of all aspects of diversity including, but not limited to, those
described above, in order to maintain an appropriate range and
balance of skills, experience and diversity on the Board.

As at the date of this report, it is noted that 3 out of 8 Directors,
representing approximately 38%, are female. The Directors’ ages are
widely spread between 39 and 70. Regarding the educational and
professional background, the Board members have accounting,
finance, telecommunication and general business knowledge. It is
therefore believed that the Board has achieved diversity in terms of
gender, age, educational and professional background.
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The Nomination Committee held one meeting during the year ended
31 December 2017 to review the structure, size and composition of
the Board; to consider and recommend to the Board the re-election of
the Directors; and to review the annual confirmation of independence
submitted by the independent non-executive Directors.
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AUDITORS" REMUNERATION

For the year ended 31 December 2017, the fees paid/payable to the
Group's auditors, Messrs. KPMG, are set out as follows:

Services Rendered
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HK$°000

Fibor

Audit and audit-related services Fiz N EBAZ AR 4,926

Non-audit services EEZRTS 412
RESPONSIBILITIES FOR THE FINANCIAL HUBEHRERZEE

STATEMENTS

The Directors acknowledge their responsibilities to prepare the
financial statements for each financial year with support from the
finance department of the Company and to ensure that the relevant
accounting policies are observed and the accounting standards issued
by the Hong Kong Institute of Certified Public Accountants are
complied with in the preparation of such financial statements and to
report the financial affairs of the Company in a true and fair manner.

The statement by the auditors of the Company regarding their
responsibilities for the audit of the financial statements of the Group
is set out in the Independent Auditors’ Report on pages 64 to 72 of
this annual report.

GOING CONCERN

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

The Board acknowledges its responsibilities for maintaining a sound
and effective risk management and internal control systems with the
aim at (i) safeguarding the Group's assets against unauthorised use or
disposition; (ii) maintaining proper accounting records; and (iii)
ensuring compliance with relevant legislation and regulations. The risk
management and internal control systems of the Group comprises a
well-established organisation structure and comprehensive policies
and standards. Such systems are designed to manage, rather than
eliminate, the risk associated in failing to achieve certain business
objectives, and can only provide reasonable but not absolute
assurance against material misstatement or loss.

The Group established an internal audit department at the end of the
year 2012 to assess its risk management and internal control systems,
formulate an impartial opinion on the systems, and report its findings
to the Audit Committee, the Chairman of the Board and the senior
management concerned on a regular basis as well as following up on
all reports to ensure that all issues have been satisfactorily resolved.

Review of the Group's risk management and internal control systems
covers all material controls, including financial, operational and
compliance controls and risk management functions of different
systems. The Group's risk management procedures include the
following elements:

o Identify significant risks in the Group’s operation environment
and evaluate the impacts of those risks on the Group’s business;

o Develop necessary measures to manage those risks; and

o Monitor and review the effectiveness of such measures.

The Board, through the Audit Committee, confirmed that they had
conducted reviews of the effectiveness of the risk management and
internal control systems of the Group for the year ended 31 December
2017, where some findings have been identified and reported to the
Board. The Board considers the risk management and internal control
systems of the Group effective and adequate throughout the year.

Regarding the disclosure of inside information, the Board had
implemented procedures and internal controls for handling and
dissemination of inside information so that potential inside
information can be promptly identified and escalated up for deciding
whether an announcement should be made in order to ensure
compliance with the continuous obligations under the Listing Rules
and the statutory obligation to disclose information under the SFO.

No material internal control deficiency that may affect the
shareholders of the Company has come to the attention of the Audit
Committee or the Board. The Directors are of the opinion that the
Company has complied with code provisions under C.2 on risk
management and internal control as set out in the CG Code contained
in Appendix 14 to the Listing Rules.
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SHAREHOLDERS' RIGHTS

Shareholders holding not less than one-tenth of the paid-up capital of
the Company can deposit a written request (stating the objects of the
meeting and signed by the shareholders concerned) to convene an
extraordinary general meeting (“EGM") for the transaction of any
business specified in the written request at the principal place of
business of the Company for the attention of the Board or the
Company Secretary. If the Directors do not within 21 days from the
date of the deposit of the request (after being verified to be valid)
proceed to convene an EGM, the shareholders concerned, or any of
them representing more than one-half of the total voting rights of all
of them, may by themselves convene an EGM, but any EGM so
convened shall not be held after the expiration of three months from
the date of the deposit of the request.

Shareholders, representing not less than one-twentieth of the total
voting rights of the Company or not less than 100 shareholders as at
the date of deposit of the requisition, can by written requisition
request the Company to (a) give to the shareholders of the Company
notice of any resolution which may properly be moved and is intended
to be removed at the next annual general meeting of the Company;
and (b) circulate to the shareholders a statement of not more than
1,000 words with respect to the matters referred to in any proposed
resolution or the business to be dealt with at any general meeting. If
the requisition requires a notice of a resolution, it must be deposited
at the principal place of business of the Company not less than 6
weeks before the date of the annual general meeting. In the case of
any other requisition, the written requisition must be deposited at the
principal place of business of the Company not less than 1 week
before the date of the general meeting.

If a shareholder of the Company, who is duly qualified to attend and
vote at the general meetings of the Company, intends to propose a
person other than a Director for election as a Director at any general
meeting, the shareholder concerned shall lodge with the principal
place of business of the Company for the attention of the Company
Secretary (i) a written notice of his/her intention to propose that
person for election as a Director at the general meeting; and (ii) a
notice in writing by that person of his/her willingness to be elected
together with the necessary information within the period
commencing no earlier than seven days after the dispatch of the
notice of the general meeting and ending no later than seven days
prior to the date of such general meeting.

Detailed procedures for shareholders of the Company to propose a
person for election as a Director are available on the Company’s
website.

The shareholders of the Company should send their questions about
their shareholdings to the Company’s Hong Kong branch share
registrar, Tricor Tengis Limited, at Level 22, Hopewell Centre, 183
Queen’s Road East, Hong Kong.

The shareholders of the Company may send their other enquiries to
the Board by addressing them to the Company Secretary or
Company’s Corporate Communication Department at the principal
place of business of the Company situated at 24/F, Capital Centre,
151 Gloucester Road, Wan Chai, Hong Kong or via email address:
ir@goldenharvest.com.
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COMMUNICATION WITH SHAREHOLDERS

The Company has adopted a policy of disclosing clear and relevant
information to the shareholders of the Company in a timely manner.
The general meetings of the Company provide a forum for
communication between shareholders of the Company and the
Directors. The Directors and the external auditor will attend the annual
general meetings. The Directors will answer questions raised by the
shareholders on the performance of the Group.

Review of the general meeting proceedings is carried out by the Board
from time to time so as to ensure that the Company has followed the
best corporate governance practices. Notice of the general meeting
together with the circular setting out details of each of the proposed
resolutions (including procedures for demanding a poll where required
under the CG Code), voting procedures and other relevant
information are delivered to all the shareholders of the Company with
sufficient notice as required under the Listing Rules and the Bye-laws
of the Company before the date appointed for the general meeting.
At the commencement of the general meeting, procedures for
demanding (where required) and conducting a poll are explained by
the chairman of the meeting to the shareholders of the Company and
the votes cast are properly counted and recorded by the scrutineer
appointed by the Company. Poll results of the general meeting are
posted on the websites of the Company and the Stock Exchange on
the day of the general meeting.

The Company’'s website (http://www.osgh.com.hk) also contains an
“Investor Relations” section which enables the Company’s shareholders
to have timely access to the Company'’s press release, financial reports,
announcements and circulars.

CONSTITUTIONAL DOCUMENTS

During the year ended 31 December 2017, there has been no change
in the Company’s memorandum of association and the Bye-laws. The
Company’s memorandum of association and the Bye-laws are available
on the Company’s website (http://www.osgh.com.hk) and the Stock
Exchange’s website.
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ABOUT THIS REPORT

Striving to bring value to our shareholders, stakeholders, the broader
community and the environment, the Group applies sustainable and
responsible business practices throughout our operations. We
continuously improve performance in environmental, social and
governance (“ESG") aspects by actively managing our ESG
performance and encouraging ecologically and socially considerate
behaviour throughout the company.

The Group has reported annually on its ESG management approach
and performance since 2012 to update shareholders and stakeholders
of our continuous commitment to enhancing our ESG performance
and delivering positive social impacts. This report is prepared in
accordance with the provisions of the latest ESG Reporting Guide
issued by the Stock Exchange and with reference to the G4 Reporting
Guide and Media Sector Supplement issued by the Global Reporting
Initiative (“GRI"). It covers the Group’s ESG management approaches,
initiatives, and activities during the period of 1 January 2017 to 31
December 2017 and draws on information of past years where
relevant. The report focuses on the Group’s cinema operations in
Hong Kong only, since the Group has completed the sale of all our
mainland China businesses in February 2017 and only completed the
acquisition of its Singapore joint venture business in October 2017.
This report also does not cover our cinema businesses in Taiwan,
where we operate through joint ventures and hold a minority stake in
these cinemas.

The environmental data reported covers all our Hong Kong operations
(including six cinemas in Hong Kong, our administrative office, a staff
apartment, a warehouse and a dessert shop that we owned and
operated during the reporting period) unless otherwise specified.

STAKEHOLDER ENGAGEMENT REVIEW AND
MATERIALITY ASSESSMENT

We continue to review stakeholders’ feedback to confirm its material
environmental, social and governance issues. Our key stakeholder
groups are our customers, employees, investors, suppliers and
business partners, the community and regulators. Since 2016, the
Group has commissioned a third party consultant to review the
stakeholder feedback collected or received via various channels
including customers’ feedback received via email and social media
platforms, our media report, employee surveys and internal control
reports during the reporting period. Based on the analysis of the
stakeholder feedback and the ESG Reporting framework released by
the Stock Exchange, the consultant and the senior management of
the Group discussed and agreed on the ten most material ESG issues
that we shall actively manage and report on moving forward.
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The confirmed list of material ESG issues for the Group:
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SUBJECT AREA CATEGORY ISSUE
FTEEHE HHl =]
Environment 1. Emissions
R HER
2. Use of Resources
BIREA
3. The Environment and Natural Resources
IRBRRABIR
Social Employment and Labour Standards 4. Employment
e 1B 1% & &5 TR EE
5. Health and Safety
fEER AL 3
6. Development and Training
R NIE
Operating Practices 7. Supply Chain Management
ZIEE HEEEEIR
8. Product Responsibility
EmET
9. Anti-corruption
R&ES
Community 10.  Community Investment
fan' tEEE

Note: The Group recognises that the issues of child and forced labour is of low
relevance to the operations of the Group, and has therefore not
included “Labour Practices” as an ESG material issue. The Group is
strictly compliant with labour laws and standards in the markets in which
it operates and will continue to ensure child and forced labour are
strictly prohibited.
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ENVIRONMENTAL RESPONSIBILITY RIBEME

The Group actively manages the environmental impact that its ANEEBREIEHEERSEREEIRES KT
operations might bring and make continuous efforts to reduce our £ - WIFEH OB PIBEET - R —+4F -
footprint. In 2017, we closely monitored the use of natural resources — FAFIZF ) BA 2R 2 75 2@ b Fr{F A R R B TR K BE
in our operations and emissions. Beyond complying with all relevant ¥ - BB <FEIBRE BB BELEMIS - &
legislation related to environmental protection, we strive to i EEIRIBEZEREZMAEKEAES - R
incorporate environmental considerations into our business practices 1EmE8 T REFHIREFE S °

as well as raising awareness among our staff and customers.

Summary of 2017 Environmental Performance —ELEREBEAENUE

Use of resources

R

Electricity consumption 2,929,181 kWh

HE=2 2,929,181 T ELEF

Electricity intensity’ 183 kWh/m?

RERE 183 FRE, 75K

Water consumption 10,905 m?

FKE 10,905 37 75 2K

Water consumption intensity 0.68 m3¥/m?

FRkEE 0.68 3 7K,/ F 75K

Emissions

HER

Carbon emissions?

e BER 2

Scope 1 — Direct? 26 tCO,e

HE1— HiZE3 26 A=A LIRE £

Scope 2 — Indirect* 1,611tCOe

EHE2 — e 1,611 AME—E(LiRE

Carbon emissions intensity (Scope 1 & 2) 0.10 tCO,e/m?

EER T (8E 1 &2) 0102 —E/LhitE 8, F Ik

Other air emissions®

Hith R BEm S

NO, 21,700 g/km

A&ty 21,700% /A8

SO, 140 g/l

iE=Rlat7) 1405/ AFt

PM emissions 1,952 g/km

FERLBERR 1,9525%/ RE

Hazardous waste

BEEY

Used cooking oil recycled® 2,592 1

B Bl B R M © 2,592 A7t

1 All intensity figures are calculated using the total gross floor area of our 1 FIERESBEABTEEBNEEERESE B

operations in Hong Kong as the basis, which include all six of our FEBEMAREBNARTW - (THRHAE - —F
cinemas in Hong Kong, our administrative office, a staff apartment, a BIEE  —ARENARRMANRERNES R
warehouse and a dessert shop that we owned and operated during the EEN—EEHRE -

reporting period.
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2 Carbon emissions are generated by the use of electricity in all our
operations and the use of fuel of our fleet which consists of three
vehicles in Hong Kong. As the Group does not have the record of or any
control over the consumption and selection of refrigerants for the
cinemas and the operations office, where central air conditioners are
used, we would not include the potential carbon emissions of
refrigerants for air-conditioning in our operations.

3 The calculation of carbon emissions from vehicles are based on emission
factors provided by the Stock Exchange’s toolkit for ESG reporting.

4 The calculation of carbon emissions from electricity is based on the
emission factors of electricity sold by CLP and Hong Kong Electric as per
their 2016 sustainability reports.

5 Other air emissions are generated from the use of fuel of our fleet.

6 The used cooking oil is generated by Joo de Rolls, a dessert shop the
Group owns and operates during the reporting period. No other
operations have generated used cooking oil.

Reducing emissions and the use of energy

Indirect emissions generated from the consumption of electricity is the
Group’s main source of greenhouse emissions, while our direct
emissions are generated by the use of fuels of our fleet.

Air-conditioning at cinemas is a major source of energy consumption
because the temperature of the cinema houses must be kept at a
certain range to achieve optimal viewing quality. This is due to the
high sensitivity of projection quality to factors like indoor humidity and
air quality. With these factors in mind, we seek to improve the
efficiency of air-conditioning in our cinemas and to explore ways to
reduce excessive energy use to strike a good balance between quality
entertainment and environmental stewardship.

We also actively promote energy saving initiatives in the office.
Unnecessary lighting facilities are turned off in the cinemas when they
are not in use. The Group is also piloting innovative electronic delivery
methods of movies, which reduces the carbon emissions generated
from transportation and product delivery.

Promoting the efficient use of resources

Our environmental footprint is partly generated by the use of
resources including water and paper, as well as waste generation at
our office and cinemas. In the past year, our efforts in improving our
use of resources include:

Water:

o We encouraged our staff members to be environmentally
sensitive and use less water

Paper:
o We promoted two-sided printing in our offices

o We launched an intranet system to digitalise internal
communications and facilitate a paperless workflow system

J We utilised online platforms to promote new movies instead of
posting paper posters

2 B BREMAXF L BT ERENAREE
B (fh =8 TEAR) ERRKAESL - RA
KB B ER EIERAR RE TN EE
WRERAREEESHNER  HRMAALER
FEETS T = RS T E £ BB IERRIE

3 MEEEMNBRERDRIERZAERRE L8
RERRENTAEMEHOFBREGH

4 REEENBRERIBREPEERENE—F
—AREFAFBRRBRETAHEBREHENED
HBER R BIGTE -

5 H o e R T i B B AR P E A -

6 BERMIAAEERBERAEE RLEEN—H
EH 485 Joo de Rolls PTEEAE o A H ith 75 2 £ E

M

D BE B RE TR E A
REMRAZRELFRIALAEENTIERERE
BERUR - MR PR E B E AR R B R E £
) o

HRENRERERERZSERNRURTZERAN
FHARE MA—BRSER ERE
MR RERYEE  MUEBOERS
FEMERNEIERE - EEIMERE - BN
RIFREHEFNUE - TRFZRDBEEA 6L
REJE  WEREEEHRERRIRE IR 2 HEUG
RifFi e

=X
=

BPITEBIETI R EEGEIEIE - ARG
B Eie T 2R RAARE - NEE I A AIFTE
BEFEENARNER  BREDERRERRN
FITEE 4 BBk BE R o

EBSNEREA
BMAIRBED LD KRB L KRBRENERE
RAUARERRERERIEENEY - £2F &
ZSEREANBERRE

K

o HMEBEIBORE R AK

R -
o HMEMRAEHEELEMEEM

o BMMELABMARSUBARBREFL
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Plastics:

o We encouraged customers to either return the 3D glasses to us
after use or bring their own 3D glasses to the cinema

In the future, we will also try to keep better track of our suppliers’
environmental performance and might consider incorporating
environmental performance related requirements in the tenders and
contracts to promote sustainability in our value chain.

Reducing Waste

We are looking at ways to increase the recycling rate of disposables
consumed during customers’ visits to the cinema. In 2017, we
communicated with waste contractors of different operations and
cinemas to understand the handling of general waste. We also expect
to work with them to improve the tracking mechanisms of our general
waste moving forward and devise plans to engage and educate
customers on how to decrease waste and increase recycling.

The major hazardous waste our Group produced in the reporting
period was used cooking oil from our dessert shop. We have
contracted a professional waste oil recycler to collect and process the
used cooking oil and recycle it into biodiesel, a green energy, in a way
to contribute to the reduction of our carbon footprint.

PEOPLE RESPONSIBILITY
Caring for Our People

As of 31 December 2017, the Group had 394 full-time employees.
We strive to be an employer of choice by providing our employees
with competitive remuneration and benefits, including a discretionary
bonus based on performance reviews that are periodically conducted
on all staff. We stringently comply with all labour legislation in Hong
Kong.

As a fair and equal opportunity employer, we believe that having
employees with a broad range of backgrounds, experience, and
perspectives gives us an advantage in understanding and meeting the
needs of our consumers. We also seek to attract diverse employees,
build an inclusive workplace, and create opportunities for our people
to contribute and develop to their full potential. We advocate for
diversity in the workforce and take a zero-tolerance approach to any
acts of discrimination.

Development and Training

Continuous development and training opportunities are essential for
the growth of our employees. At OSGH, we provide professional and
high-quality inception training sessions to our frontline staff so that
they are equipped with the skill sets required for the role. We also
offer various continuous education subsidies and examination leave
for other staff. Understanding from our annual employees survey that
our employees would welcome more training opportunities, we will
continue to explore and invest in this area.

B -

s HMEBEFPEREZEETREIDRERX
BT 3D IRIFER

A& BATEEZDE B HERNRRE -
WA E BERENANTMARTERRER
Ko e EEEN AT EER

D BEY
BR—ESRIAReEFPEERMA—XRIER
mEEE  RZT—+F  RMETFREEE
RV AR TR U TR—R
FEMERIEIEN - TN ELBRESIE =
RREE—REMNKS - YHREASETFE
BEVE YHAEREFPMFFENREZECKER -

BEMAN AEEEENTIEREEYREAMH
R 5 HO BE RO © F{P B 5 B e (B UK P AT 49 A IR
SrREERM  UYHERRBEBLAEDR
o (BIAR e REIR) - 1 A P KB PRV B R B
Y

RBREFE

BIZET
BE-—T—+4+-A=+—0 A£EEAH
39442 HES - BRARERHABE NG
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Health and Safety

"Safety Comes First” has guided us well throughout our years as
safety of our staff and customers are always a priority. We spare no
effort to assure that the fire safety standards of our cinemas are of the
highest level and we conduct inspections regularly. The frontline staff
are well informed of fire safety best practices through regular training.
We remain committed to continued and sustainable improvement in
our safety performance and our goal of zero injuries. No work-related
injuries were reported in 2017.

At the operations offices, we also actively promote occupational
health and safety guidelines to keep staff aware of safety risks. The
Group also provides free regular check-ups for some of our long-
serving employees.

Employee well-being

The nature of the entertainment industry is about providing enjoyable
experiences. We believe it is important that we facilitate an enjoyable
working environment and promote a work-life balance for our staff.
Apart from the basics of employment benefits, recreational activities
are organised regularly throughout the year to foster stronger working
relationships and build team spirit.

OPERATING PRACTICES & PRODUCT
RESPONSIBILITY

A Distinguished Cinema Experience

Our product responsibility lies in the films we create and source, and
the theatres in which they are shown. Providing superior
entertainment experiences and diverse options for our customers is
our service goal.

Taking advantage of the Group’s rich film library and experience in
sourcing programmes, we can deliver a wide range of high-quality
and customised contents for our audiences. On the other hand, our
continuous investment in cinema technologies such as TechnoMotion
Chairs, D-Box, Dolby Sound Systems and IMAX® screens allows
audiences to enjoy a world-class viewing experience.

To offer the best experience and services to our customers, we strive
for excellence in every aspect of our operations. From premiering
culturally unique perspectives on screen, to promoting diverse cultures
within our operations team off screen — we reach a greater range of
audiences and employees. As it is our social responsibility, we provide
customers with diverse options and we promote different cultures and
genres by actively sourcing alternative programmes such as musicals
and sports events. This diversity also allows us to reach out to a
broader audience base and create value for our brand and business.

Ensuring food safety is also a priority to us as we sell food and
beverages in all our cinemas. Staff members that handle food strictly
follow mandated guidelines on food handling and those in Hong
Kong must attend courses organised by the Integrated Vocational
Education Centre on food hygiene management to get a sound
understanding of the risks.
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We also utilise a “mystery shopper” programme to spot check the
service quality delivered by our staff members. This allows our
operations team to better understand the ever-changing needs and
expectation of customers. Based on the feedback of this programme,
we award employees with outstanding performance and discuss with
those who underperformed to determine ways to improve. This helps
to boost our customer experience and encourages all our team
members to provide a distinguished cinematic experience.

Protection of Data Privacy

We implement stringent data protection mechanisms to ensure the
personal information of our customers and members remain secure.
Staff responsible for handling private data follow clear guidelines and
are regularly reminded of personal data protection measures and
regulations. The Group also delivers regular workshops to brush up
the skills of customer facing staff.

To protect our audiences’ privacy when processing online payments
for movie tickets and via our online membership system, we have
implemented strict data protection mechanisms to secure the
confidentiality of our customers’ data.

Anti-Corruption

Integrity and accountability are the cornerstones of our business. We
are conscious of, and thus constantly monitor the corruption risks in
our operating environments by operating a strong internal control
framework and policies. Our Audit Committee and senior
management also hold tight to the principle of zero-tolerance on
corruption and fraud. Their commitment is reflected in our policy on
the subject, as well as within many of our operational procedures.

In 2017, no incidents of corruption have been identified or reported.

COMMUNITY INVESTMENT

As a long-time corporate citizen, we are committed to supporting and
empowering the communities in which we operate. As we run an
entertainment business, we wish to deliver the same happiness and
satisfaction we provide our customers with to children from
disadvantaged backgrounds. In 2017, we continued to work with
community partners to organizing free viewing events. We partnered
with Hong Kong Christian Service and provided free movie tickets of
Doraemon the Movie 2017 and refreshments to a group of around
sixty children from low-income families and volunteers.

In the future, we will continue to work with different community
partners to address the evolving needs of the disadvantaged and strive
to make long lasting contributions in our community programmes.
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Reference to ESG Guide of the Stock Exchange B

Subject areas & aspects

TREBRET

Disclosures

FrRiR - B RERBEESIRS

Contents reference/Description

KBRSt

A. Environmental
A. RiE

A1 Emissions

A1 BERRY

General disclosure information

—RIEEER

KPI A1.1 The types of emissions and
respective emissions data.

RSB RIEIRA N HE R RE R AR
2 -

KPI A1.2 Greenhouse gas emissions in total

and, where appropriate, intensity

FARBMIEIRA1.2 B ERBEHNER
(ZHEfE) ZE -

KPI A1.3 Total hazardous waste produced
and, where appropriate, intensity.
ARBRIEIRA1 3 MEL FEFEYHEE
R (WEfA) BE -

KPI A1.4 Total non-hazardous waste
produced and, where appropriate, intensity.

RABEEIEIZA1 A FTEL EZEEYEE
K (tEmA) ZE -

KPI A1.5 Description of measures to
mitigate emissions and results achieved.
BAR AR BUIRIRAN 5 it R IR HER 2 6915 f
RETEHR -

KPI A1.6 Description of how hazardous and
non-hazardous wastes are handled,
reduction initiatives and results achieved.
RARIESUEIZA 6 Ml EER EREZEE
EYITE - RIREEE BB R ATIRK
&,

Environmental Responsibility section
RIREEEE

Environmental Responsibility section

BHEEEE

Environmental Responsibility section

RIEAEEES

Environmental Responsibility section

RIGAEEES

As explained in the Environmental
Responsibility section, OSGH has started to
work with its general waste collectors to
keep track of the data of non-hazardous
waste and aims to report on it in 2018
reporting year.

WIRSE B A EE 2 Mt - BRI E
H-REZMREREIE  UNENREERE
MEE  WEER T N\FREFEER
ZERIE o

Environmental Responsibility section

REEEEE

Environmental Responsibility section

BHEEED
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Subject areas & aspects

TRERKET

R EARE

Disclosures

HEEHR

Contents reference/Description

RERS|

A2 Use of Resources

A2 ERIEA

A3 The Environment and
Natural Resources
A3 BRERRXARER

General disclosure information

—AAREER

KPI A2.1 Direct and/or indirect energy
consumption by type in total and intensity
B A xﬁl?affﬁAz 1 KA E 5 e B
KR IBREFAEFER R EE

KPI' A2.2 Water consumption in total and
intensity
BREBIEEA2.2 BFEAEREE -

KPI A2.3 Description of energy use
efficiency initiatives and results achieved.
FASRAERUEBIRA2.3 i BEIRIE Al et &/
RETEHR o

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

B EUEIEA2.4 f il SKEGE FF KR _E AT
BIEMARE - A RIEF KK at &) R AT
R o

KPI A2.5 Total packaging material used for
finished products (in tonnes) and, if
applicable, with reference to per unit
produced.

BB BURIRA2.5 ZK AT B2/ A 67
#E (K E) Kk (WER) S4ES
G & -

General disclosure information
—RREERE R

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

BRI RUIRIRA3. # FT5E BN EIRE R
AARERNEAZERERREE BT
#9778 -

Environmental Responsibility section
RBEEEEH

Environmental Responsibility section
RIEEEEL

Water consumption is not considered a
material environmental issue of the Group
and there is no indication that water
efficiency has been a concern.
FRKEIMERABAEEZEARERE - 71
EIREERNARKI TR EETE -

The group does not manufacture or produce
packaging materials so we consider this
indicator as irrelevant to our business.

REBEW BEENEEREME - BibEHM
RRURIER R IR KIS ERE -

Environmental Responsibility section
RIBEEEE

After reviewing our environmental
performance and stakeholder feedback, we
confirm that our business activities do not
have significant adverse impacts on the
environment. Our commitments and
measures to reducing our environmental
footprint are detailed in the Environmental
Responsibility section.
BEMRREURER AL EE &ﬁﬁw
EBEHAUMEIRBERSEATHZE - &
IR DR IR B I e G &?mmﬁ\am
RIEHEEE -
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Subject areas & aspects Disclosures Contents reference/Description
TESERRER HEER WA RSl

B. Social

BALE

B1 Employment
B1 1%

B2 Health and Safety
B2 L E

B3 Development and Training
B3 ZE KIFF

B4 Labour standards
B4 &5 TR

Operating practices

EEED

B5 Supply chain management
BS ftrEsEE 12

B6 Product responsibility
B6 EmE (T

B7 Anti-corruption

B7 R&)5

Community
HE

B8 Community investment

B8 ft@IE

General disclosure information

—RIEEER

General disclosure information

—REER

General disclosure information

—REEER

General disclosure information

—REER

General disclosure information

—RBEEE R
General disclosure information
—MRBERE R
General disclosure information

—IREER

General disclosure information

—IREER

People Responsibility section
EEETELS

People Responsibility section
EREEEE

People Responsibility section
EEETELS

Non-material issue of the Group.

WIAREBNEAFE °

Explanations can be found in the Stakeholder
Engagement Review and Materiality section
AR ABRENNEEER MR
BHIfRE

Environmental Responsibility section
RIZEEESE

Operating Practices & Product Responsibility
section

EEEPIREMBEEE

Operating Practices & Product Responsibility

section
LB EPNEMETES

Community Investment section
HEKREZE
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Report of the Directors
EEEREE

The Directors have pleasure in presenting the report of the Directors
and the audited consolidated financial statements of the Company
and its subsidiaries (collectively, the “Group”) for the year ended 31
December 2017.

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The Company is an investment holding company which is a leading
integrated film entertainment company in the markets where the
principal activities of the Group consist of worldwide film and video
distribution, film exhibition and the provision of advertising and
consultancy services in Hong Kong, Taiwan and Singapore and film
and television programmes production in Hong Kong and Mainland
China. Further discussion and analysis of these activities as required by
Schedule 5 to the Companies Ordinance (Cap. 622), including a
discussion of the principal risks and uncertainties facing the Group
and an indication of likely future developments in the Group's
business, can be found in the Management Discussion and Analysis
set out on pages 12 to 20 of this Annual Report. This discussion forms
part of this Directors’ Report.

RESULTS AND DIVIDENDS

The Group's results for the year ended 31 December 2017 and the
state of affairs of the Company and the Group as at 31 December
2017 are set out in the financial statements on pages 73 to 154.

The Directors declared a special dividend amounting to HK$0.351 per
share in the year 2017.

The Directors do not recommend the payment of any final dividend
for the year ended 31 December 2017.

On 4 January 2018, the Directors declared a special dividend of
HK$0.253 per share.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Group during the year ended 31 December 2017 are set out in note
11 to the financial statements.

BANK LOANS

Particulars of bank loans of the Group as at 31 December 2017 are
set out in note 21 to the financial statements.

SHARE CAPITAL

Details of the Company’s share capital are set out in note 27 to the
financial statements.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s Bye-
laws or the company laws of Bermuda which would oblige the
Company to offer new shares on a pro rata basis to its existing
shareholders.
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FIVE-YEAR SUMMARY FINANCIAL INFORMATION A FHEERHEE

"Year "Year "Year "Year "Year
ended 31 ended 31 ended 31 ended 31 ended 31
December December December December December

+=A +=A +=A +=A +=A
=+-H =+—H =+—H =+-—H =+—H
tEE LFE LFE EFE LFE
2017 2016 2015 2014 2013
—E—tF B T8 ZT-WF =FT-=F
HK$°000 HK$'000 HK3$'000 HK$'000 HK3$'000
FET FEr FEr FEr FEr
(Audited) (Audited) (Audited) (Audlited) (Audited)
(RBEK) (%) (#xk) (#5k) (&%)

(Restated)
(7))

Consolidated income statement 4 W# K
Revenue e 1,006,599 1,291,819 1,277,132 1,082,791 929,334
Profit/(loss) before taxation BRBALER](E518) 2,548,144 (68,153) (186,179) 23,128 116,407
Income tax (expense)/credit FER (%) E5 (309,831) 2,916 4,91 (9,467) (1,230)
Profit/(loss) for the year KEEHEF/(E]B) 2,238,313 (65,237) (181,218) 13,661 115,177
Attributable to; AT ALE
— Equity holders of the Company ~ — AR BIRIERA A 2,242,136 (59,078) (180,471) 12,731 114,986
— Non-controlling interests — RS (3,.823) (6,159) (747) 930 191

2,238,313 (65,237) (181,218) 13,661 115,177
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FIVE-YEAR SUMMARY FINANCIAL INFORMATION

hFEFHERRBE

As at 31 December

R+=ZB=+—H
"2017 "2016 "2015 "2014 "2013
—E—tF 'ZE-RF 'ZTE-RF "“E-NF "ZT-=F
HK$’'000 HK$'000 HK$'000 HK$°000 HK$'000
THExT F&r F&r Fé&r F&r
(Audited) (Audited) (Audited) (Audited) (Audited)
(AR&E#%) (48 &F1%) (1EFZ) (&%) (4 &F1%)
(Restated)
(&51)
Consolidated statement REMBERRE
of financial position
Property, plant and equipment %% CHERE 1,026,222 245,789 1,519,528 1,528,428 1,494,544
Interests in joint ventures REgrE R 142,937 201,122 263,290 243,271 344,619
Interests in associates 5?%’& Al iR - - 11,269 12,415 13,713
Available-for-sale investment —H HEXRE - 6,048 6,372 - -
Other receivables, deposits and ~ EfbEUWFIE « 2 &
prepayments B F0E 40,509 18,821 96,652 94,928 210,662
Intangible assets B BE 525,625 82,414 83,014 83,014 82,275
Goodwill EES 658,001 57,233 75,203 73,658 73,658
Deferred tax assets ERERIBEEE - 6,160 44,001 31,782 29,512
Non-current portion of pledged ~ EE#IE{TEZ
bank deposits JERNERER 137,000 20,000 33,570 21,880 46,905
Current assets MENVEE 2,146,475 2,518,278 732,294 841,528 873,372
Total assets BERE 4,676,769 3,155,865 2,865,193 2,930,904 3,169,260
Current liabilities méﬂﬁt\ 784,169 974,334 885,250 649,365 761,969
Non-current portion of bank loans 4217 & 5.2 JEENEIZE 5 875,140 188,300 336,977 473,991 611,576
Non-current portion of convertible & T?ﬁﬂx{\%Z#Eﬂ,ﬁﬂ*ﬁ
bonds - 174,067 - - -
Non-current portion of MEHERHZ
obligations under finance lease ~ FEENEEE S - 269 37,332 16,183 18,045
Other financial liabilities Hwerma®i - 219,389 - - -
Deferred tax liabilities ERERIESE 174,778 9,471 12,419 10,718 12,338
Total liabilities BERE 1,834,087 1,565,830 1,271,978 1,150,257 1,403,928
Net assets BEFE 2,842,682 1,590,035 1,593,215 1,780,647 1,765,332
Non-controlling interests JEPR R (331) 58,433 13,378 11,447 10,661
Note: Upon adoption of HKFRS 11, Joint arrangements, in 2013, the Group ~ Mfit - R - T — = FRMNE B U KRS LB E 11505

changed its accounting policy with respect to its interests in joint
arrangements from the proportionate consolidation method to the
equity method.

Using the equity method.

RESERVES

Details of movements in the reserves of the Company and of the
Group during the year ended 31 December 2017 are set out in note
27 to the financial statements and in the consolidated statement of
changes in equity, respectively.

BXHE  AREREEREEARNKE T s
ZEEHE - MBI & fhARURERE o

S J

(i

ARBRAEERBE—
ALLFEZREEZDFE

27 RirEEEEHE o
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DISTRIBUTABLE RESERVES

As at 31 December 2017, the Company’s reserves available for cash
distribution and/or distribution in specie, representing retained profits,
amounted to HK$731,707,000 (2016: HK$204,091,000). In addition,
the Company’s share premium account, contributed surplus, share
option reserve, convertible bonds equity reserve and capital
redemption reserve in an aggregate amount of HK$1,059,279,000
(2016: HK$1,044,759,000), as at 31 December 2017, may be
distributed to the shareholders of the Company in certain
circumstances prescribed by Section 54 of the Companies Act 1981 of
Bermuda.

DIRECTORS

The Directors during the year ended 31 December 2017 and up to the
date of this report were:

Chairman & Executive Director
Wu Kebo

Executive Directors

Li Pei Sen

Mao Yimin

Wu Keyan

Chow Sau Fong, Fiona

Independent Non-executive Directors

Leung Man Kit
Wong Sze Wing
Fung Chi Man, Henry

Pursuant to the Bye-laws of the Company, at each AGM one-third of
the Directors for the time being (or, if their number is not a multiple
of three (3), the number nearest to but not less than one-third) shall
retire from office by rotation provided that every Director shall be
subject to retirement at least once every three years.

In accordance with clauses 87(1) and (2) of the Company’s Bye-Laws,
Mr. Wu Kebo, Ms. Wu Keyan and Ms. Wong Sze Wing will retire at
the forthcoming annual general meeting and all of them, being
eligible, offer themselves for re-election.

Biographical details of the Directors of the Group are set out on pages
4 to 7 of this annual report.

No Director proposed for re-election at the forthcoming annual
general meeting of the Company has entered into a service contract
with the Company which is not determinable by the Company within
one year without payment of compensation, other than statutory
compensation.

MANAGEMENT CONTRACT

No contract concerning the management and administration of the
whole or any substantial part of the business of the Company was
entered into or existed during the year.

7 K {6

Zl»ma R-Z—+HE+-A=+—HZA#HRE
DIRE/REMDIRZHEEEREEA) A
731,707,000/ Jo( — = — /X F : 204,091,000 7%
JC) ° WA RRFIRZE—+F+=ZA=+—H
Zﬁxf’ﬁ;ﬁé{ﬁﬁﬁ AR BRERE T}ﬁﬂﬁ
BEHEEZFBEILBRABELORBEA LS
1,059,279,000 7% 7t (=2 — 74 : 1,044,759,000
BIL)  BEBEERE-NN—F(RRNE)E 541K
FHERATEARRRRREDIR

B%
HE-T—+F+-A=+—RILFERBEA
W AMETEER -

EERYITES
BF R

HITES
TR
EER
hrek
BFEFT

BYFHTES
REME
BHTAE
HEX

REBEARBNARAA REERRBFAE
L ER=ZNZ - MES(HEEARAIF=(3)
2B AREREREETIR=02—)ARE
RE - HBREFAEIE=FRE—R -

RBEARRNARARIFE87(1) R Q)5 A5
4 it REAL R EREBIRE
FRGLRE RERHHTAERLBEEE
E#ME o

FEBEENBEEFBINEFRFEIZTA -

BRARRERERRBFAG LERSEZES
EARRBIEIT LN HARBR—FRABAX
FHEEBREIAIMNEE T AR IEZ IR A4 o

& EE ] /\\

BERFRRI LR FERABEARA2ERERA
OB ERRITHZEHK -
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PERMITTED INDEMNITY PROVISION

A permitted indemnity provision for the benefit of the Directors is
currently in force and was in force throughout the financial year. The
Company has taken out and maintained appropriate and sufficient
insurance cover in respect of potential legal actions against its
Directors and officers.

PURCHASE, SALE AND REDEMPTION OF LISTED
SECURITIES

During the year ended 31 December 2017, the Company repurchased
a total of 70,530,000 ordinary shares of its own ordinary shares
through the Stock Exchange at a total consideration of
HK$49,105,250. As at 31 December 2017, the total number of Shares
in issue was 2,799,669,050. All the repurchased Shares were
cancelled.

JEERTR1E 3R

B B R R RN AR T
E-EAM - ARFERHEEFLEETLE
B ER MR A BRI MRE -

HE_Z—+tF+-_A=+—HIFE  ARQF
BB AR A 70,530,000 B H AN & 89 @
f% - 42K (E &49,105250/8 L c R _ZE—+F
+ A=+ —HB BEETRHMEHRS
2,799,669,050 % ° 1A B BB () B4 sE s o

Particulars of the share repurchase are as follows: BB RS T
Number of Shares Aggregate
Date repurchased Purchase price per Share consideration
HE FrEEEI R B R BREBEE BRE
Highest Lowest
&S I
HK$ HK$ HK$
BT BT BT
November 2017
—E—+tF+—A 67,835,000 0.75 0.54 47,030,100
December 2017
—Z—+F+=A 2,695,000 0.77 0.77 2,075,150
Save as disclosed above, neither the Company nor any of its R EXEEEIN - NATISEEMIERTRE

subsidiaries purchased, sold or redeemed any of the Company’s listed
securities during the year.

CONVERSION AND REDEMPTION OF
CONVERTIBLE BONDS

On 14 September 2017, Wan Tai investments Limited (the “Investor”),
an indirect wholly owned special purpose vehicle of CCB International
(Holdings) Limited, exercised the conversion right to convert the
convertible bonds in the principal amount of HK$200,000,000 issued
by the Company to the Investor on 1 February 2016 (the “Series 1
CB"). The Series 1 CB in the principal amount of HK$10,000,000 were
converted into the ordinary shares of the Company at the conversion
price of HK$0.67. As a result, the Company allotted and issued
14,925,373 ordinary shares in the Company (the “Conversion
Shares”) in aggregate to the Investor, representing approximately
0.52% of the number of the issued shares of the Company as
enlarged by such allotment and issue of the Conversion Shares.
Immediately after such conversion, the number of issued shares of the
Company increased to 2,870,199,050.

On 16 October 2017, as per a redemption notice given by the
Investor, the Company redeemed all the remaining Series 1 CB in the
principal amount of HK$190,000,000. As a result of such redemption,
the amount of outstanding Series 1 CB was nil as at 31 December
2017.

PO ARARE - i85 S B A A AEA] LI o

Bk B R AR RE S

RZZE—tFNA+TITAE - BREEREGER)ER
NEHEE2EARAZERENITAEBRNESR
NE([REEDITEERE  BRAQFRE
—RNFZR—BEEATTREELASEAR
200,000,000/8 70 2 A #2 % & % ([ 55 — HA m] #R %
&%) - "4 %E/510,000,00058 72 F—Hi Al #
RIEHILEREB0.67 /B LB AARQ R TR
A AR REEERBERETES &
14,925,373 AR B E @R (BRG] - 88
RSB R MBI TR IE R Z A AR B BT
MEBE#052% - ZFERRBHERE - A QA2
1T BB 1= 2,870,199,050 M °

RZE—+F+A+ B REREEELE
BREM ARABEEN2HXGTAREEAL
190,000,000 7C 2 5 —ERA R (E%H - AR A
RER - F—HrBRESEN _T—+tF+=A
—t+—HAZXEBERSEAT -
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Details of movements in the convertible bonds of the Group during
the year ended 31 December 2017 are set out in note 26 to the
financial statements.

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

As at 31 December 2017, the interests and short positions of the
Directors and chief executive of the Company in shares, underlying
shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFO")) as recorded in the register required to
be kept by the Company pursuant to Section 352 of Part XV of the

AEERE—_FT—tF+_A=+—HLFEHF
BRE S BB F TN YRR 26

SEERNTETHAERKD - 1HE

B skiEERE 2 i SRR

RZB—tF+-_A=1T—H8 ARAEERE
2ITBABRARABREEFAEEREE(EER
R BAEE([ERBEGR ] FEXVER)Z
Betn - MHEAR D AERET  BEARBERE
& 77 R EAE IR  XV BB 56 352 17 & 2 B aC i P
uEfﬁL FRE ETRAAERETAAMERR

SFO, or as otherwise notified to the Company and the Stock Exchange — Al KRE(ZXFr 2 iEZS MR BT ¢

pursuant to the Model Code contained in the Listing Rules, were as

follows:

(i) Interests in shares of HK$0.10 each in the issued (i) RAATESRTRATSREEO0.10
share capital of the Company (the “Shares”), Bk (RS - KR ZHEE
underlying Shares and debentures of the ROREEE 2 ER
Company

* Approximate

percentage

of Shares and

underlying Shares

in the issued share

Total capital of the

number of Company

Name of Director/ Number of Shares and R KRR

Chief Executive Number of underlying  underlying Shares RBRERAT

EE/IETRAE  Capacty Note Shares Shares RHR ERTREH

#E V) fizF RO#E HEROEE HERAEH FritBRE D

Wu Kebo Interest of controlled corporations 1 1,723,894,068 (L) - 1,723,894,068 (L) 61.57%
hRK REEEER

Beneficial owner 1 249,734,429 (L) - 249,734,429 (1) 8.92%
ERHAA

Li Pei Sen Beneficial owner 200,000 (L) - 200,000 (L) 0.01%
FER ERBAA

Wu Keyan Beneficial owner 2,500,000 (L) - 2,500,000 (L) 0.09%
hm ERHAA

Leung Man Kit Beneficial owner 370,000 (L) - 370,000 (L) 0.01%
ZRE ERBAA

Wong Sze Wing Beneficial owner 170,000 (L) - 170,000 (L) 0.01%
EHiE ERHAA

* These percentages are computed based on the total number of * ZEASHTIRER=ZFE—FEF+=A

Shares in issue (i.e. 2,799,669,050 Shares) as at 31 December =+ — HE 7R WA EA

2017. 2 799,669,050 iR R 1) a1 5
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Note:

1. By virtue of the SFO, Mr. Wu was deemed to be interested in a
total of 1,723,894,068 Shares, of which (i) 439,791,463 Shares
were held by Skyera International Limited (a company wholly-
owned by Mr. Wu); (i) 408,715,990 Shares were held by
Mainway Enterprises Limited (a company wholly owned by Mr.
Wu); (iii) 129,666,667 Shares were held by Noble Biz International
Limited (a company wholly-owned by Mr. Wu); (iv) 565,719,948
Shares were held by Orange Sky Entertainment Group
(International) Holding Company Limited (a company which is
80% owned by Mr. Wu); and (v) 180,000,000 Shares were held
by Cyber International Limited (a company owned by an associate
of Mr. Wu).

In addition, Mr. Wu was interested in 249,734,429 Shares as at
31 December 2017 which were beneficially held by him in his
own name.

Abbreviation:
“L”  stands for long position

(ii) Interests in shares of associated corporations

Mr. Wu was also the beneficial owner of the entire issued share
capital of Golden Harvest Film Enterprises Inc., which beneficially
held 114 million non-voting deferred shares of Orange Sky
Golden Harvest Entertainment Company Limited, a wholly-
owned subsidiary of the Company.

Save as disclosed above and save for the disclosure referred to under
“Share Option Schemes” set out below and in note 27 to the financial
statements on pages 128 to 132 of this annual report, as at 31
December 2017, none of the Directors and chief executive of the
Company had any interests or short positions in Shares, underlying
Shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO), as recorded
in the register required to be kept by the Company under Section 352
of Part XV of the SFO or as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code.

RETIREMENT BENEFIT SCHEMES

Details of retirement benefit schemes of the Group are set out in Note
2 to the consolidated financial statements.

DIRECTORS' RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed under the headings “Directors’ and Chief Executive’s
Interests and Short Positions in Shares, Underlying Shares or
Debentures” above and “Share Option Schemes” below, at no time
during the year ended 31 December 2017 was the Company or any of
its subsidiaries a party to any arrangements to enable the Directors,
their respective spouses 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.

e -

1. RIRES RHEGR - R ERRAERE
#£1,723,894,068/% f& 5 & )
439,791,463 R Lt E 2 BHAZ A
7 Skyera International Limited ¥ % : (i)
408,715,990 it bt E R EHA Z A
&) Mainway Enterprises Limited£f & : (iii)
129,666,667 IR AR SEEREHAB 2 1D
7] Noble Biz International Limited# 7 : (iv)
565,719,948 A& A% 17 £ 1 5t 4 7 75 80% A fé
ZATIRRIREEE (BB )IERER AR
A+ K(v) 180,000,000 B A&7 e {1 ot A Bk
%2 A\ A 2 A7) Cyber International Limited 15
5

BN BRENRAARFEER T —CF
+ZA=+—HBE& A 249,734,429 % i%
RERS o

HREEF -
[Ll#EtF A

(i) MEEERG 2EZR
{55 & 71 & Golden Harvest Film Enterprises
Inc. 2MEBITR A EREEA - MZA
AERFAEARRZEMBARRBRER
IREEER AR 14ERERERETERS -

R EMEBEEUNR T X REARFRE210E22148
WS mRMFE27 A [BIRETE ] 2 RESE
Gy RZZE—+FF+_A=+—H ARFEE
EREZITHABRARRSHEEMAEEERE(E
EABHFNBEBKRMEXVE) 2D - BERG
SEREEP I EEE TR RIAREES &
EIEBIEXVEBE 3521&F B 2 B e M ATt s - sk
RIFE TR A MG AR 7 KB R P 2 M 2 gk

A
=

RIKREFETE

AR BIRARRIET 812 SR AR & B B ¥R Y
a2
EFBERD AR ZHEF
BREXTEEREBTRAEREN - HEKRND
K EMEE 2 S RORR ] AR X [ RET 8]
BEHWEES  ARRREMERRRNEE
TR EFtZ A=+ — R FEEMEREE
FINAEf R B EE - WEZH ZEMBRAK
At N\ T AW R R AT R A A B
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SHARE OPTION SCHEMES

0]

2009 Share Option Scheme

The Company has adopted the 2009 Share Option Scheme for
the purpose of enabling the Company to grant options to
eligible participants as incentives or rewards for their
contribution to the growth of the Group and to provide the
Group with a more flexible means to reward, remunerate,
compensate and/or provide benefits to the eligible participants.
Eligible participants of the 2009 Share Option Scheme include
the Directors and other employees of the Group, consultants or
advisers, distributors, contractors, suppliers, service providers,
agents, customers and business partners of the Group. The
2009 Share Option Scheme became effective on 11 November
2009 and, unless otherwise cancelled or amended, will remain
in force for a period of 10 years from that date.

Each grant of the share options to a connected person of the
Company, or any of their associates, must be approved by all of
the independent non-executive Directors (excluding the
independent non-executive Director who is the grantee of the
option). In addition, any grant of the share options to a
substantial shareholder of the Company or an independent
non-executive Director, or any of their respective associates
which would result in the Shares issued or to be issued upon
exercise of all options already granted and to be granted
(including options exercised, cancelled and outstanding) to such
person representing in aggregate over 0.1% of the Shares in
issue on the date of the offer and with an aggregate value
(based on the closing price of the Shares at the date of each
grant) in excess of HK$5,000,000, within any 12-month period
up to and including the date of the grant, shall be subject to
approval of the shareholders of the Company in general
meeting with voting to be taken by way of a poll.

The offer in relation to a grant of share options under the 2009
Share Option Scheme shall remain open for acceptance by the
eligible participant concerned for such period as determined by
the Board, which period shall not be more than 30 days 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, the expiry
date of such period not to exceed 10 years from the date of the
offer. Save as determined by the Directors 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.

BB RS

(i)
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The price per Share at which a grantee may subscribe for Shares
on the exercise of a share option is determinable by the
Directors, provided always that it shall be at least the higher of
(i) the closing price per Share as stated in the daily quotation
sheet of the Stock Exchange on the date of offer of grant of the
share option; (ii) the average closing price per Share as stated in
the daily quotation sheets of the Stock Exchange for the five
trading days immediately preceding the date of the offer; and
(iii) the nominal value of a Share.

The maximum number of Shares issuable upon exercise of all
share options to be granted under the 2009 Share Option
Scheme and any other share option schemes of the Company (if
any) must not in aggregate exceed 10% of the Shares in issue
as at 11 November 2009, being the date of adoption of the
2009 Share Option Scheme. This limit was last refreshed by the
shareholders of the Company in the annual general meeting of
the Company held on 15 May 2012 in accordance with the
provisions of the Listing Rules so that the maximum number of
Shares which may be issued upon the exercise of all options to
be granted under the 2009 Share Option Scheme and other
share option schemes of the Company shall not exceed
268,120,424 Shares, being 10% of the Shares in issue as at the
date of passing the relevant resolution on 15 May 2012. In
addition, the maximum number of Shares issued and to be
issued upon exercise of the share options granted to each
eligible participant (including both exercised and outstanding
options under the 2009 Share Option Scheme) in any 12-month
period shall not exceed 1% of the Shares in issue. Any further
grant of share options in excess of such limit (including
exercised, cancelled and outstanding options) in any 12-month
period up to and including the date of grant of such share
option shall be separately approved by the shareholders of the
Company in general meeting with such participant and his
associates abstaining from voting.

AR AR EITEBRBARBERND 28k
EETHESET  EASERATEE
Z2EEE (\WEFERLBRES B ER
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REZZZAEANIERZ A ERIAE
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Details of the movements of the share options during the year

BE-2—FT-AS+—HILFE

ended 31 December 2017 are as follows: BENRRE BN E IS0 -
Number of
Number of Exercised share options
share options Granted during during Lapsed during outstanding
outstanding the year ended the year ended the year ended asat
asat 31D l 31D k 31D k 31D b
Exercise 1 January 2017 2017 2017 2017 2017
Name or price per RIB—LF REZE RBE RBE RIB—tF
category of Date of grant Share -B-H —2-t% —2-t% —2-t% +=A=+-8
participant of share option SR Exercise period HRITEZ +ZA=+-8 +ZA=+-8 +ZA=+-8 HRITEZ
SREMZHER BRESLEH R TS BRESE ILFERY LLFERE LLFERN BREYE
HK$
BT
Director
£Z
Wu Kebo 3/4/2017 HK$0.828 3/4/2017 to 2/4/2019 Nil 2,743,029 2,743,029 Nil Nil
iah ZZ—tEmA=H 0828%T  —ET—tFMA=AH & & &
E-F-AFEACA
13/412017 HK$0.840 13/412017 to 12/4/2019 Nil 106,991,400 106,991,400 Nil Nil
“Z—tENAT=R 0840FT  —T—+FNAT=A & & &
2-E-AERATZA
Mao Yimin 147712015 HK$0.59 14/07/2015 to 13/7/2017 27,400,000 Nil Nil 27,400,000 Nil
EER ZE-RELATIA 059%7T  ZT-EFtATEB Ed & &
2T -+F+A+=R
Li Pei Sen 147712015 HK$0.59 14/07/2015 to 13/7/2017 27,200,000 Nil Nil 27,200,000 Nil
TR ZZ-RECATER 059%T  —ZT-RELATEA & & &
Z-F-+F+A+=R
Wu Keyan 14712015 HK$0.59 14/07/2015 to 13/7/2017 2,000,000 Nil 2,000,000 Nil Nil
hrk “Z-RECATIA 05981  ZET-RELATEA & & &
Z-F-+F+A+=R
Chow Sau Fong, Fiona 147712015 HK$0.59 14/07/2015 to 13/7/2017 27,400,000 Nil Nil 27,400,000 Nil
F55 “Z-RELATIEA 059%1T  —Z-RELATEA & & &
ZT-+F+ATER
Leung Man Kit 147712015 HK$0.59 14/07/2015 to 13/7/2017 170,000 Nil 170,000 Nil Nil
RERG —Z-fH5tATMA 0598 ZE-AFtATHER & & &
ZT-+F+A+=R
Wong Sze Wing 147712015 HK$0.59 14/07/2015 to 13/7/2017 170,000 Nil 170,000 Nil Nil
i “E-RELATEA 059%x  —ET-RFtA+EA Eid Eid &
i S
Other participants 141712015 HK$0.59 14/07/2015 to 13/7/2017 55,480,000 Nil 680,000 54,800,000 Nil
in aggregate —E-R5tA+mA 05987  —ET-AFtATMmA & &
Hih2REAH Z2Z—+F+AT=AR
Total 139,820,000 109,734,429 112,754,429 136,800,000 Nil
st &

The weighted average closing price of the Shares immediately
before the dates of exercise by the participants during the year
ended 31 December 2017 was HK$0.99.

At the end of the reporting period, the Company had no share
option outstanding under the Scheme.

Share options granted or to be granted under the 2009 Share
Option Scheme do not confer rights on the holders to dividends
or to vote at the shareholders’ meetings.

WBE-F—tE+=A=+—BILFE
BE S BT B EA A0 I
85 0.9977T -

RER - RIFZFT B AR B W EEA
R ARITIE -

BRIE-_ZFThFBEREFIRHIERD
BN EE TRAAZTBRE HER
RREG LIRE 2R -
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DIRECTORS' INTERESTS IN CONTRACTS

Except for the disclosure under the headings “Continuing Connected
Transactions” below and save as detailed in note 8 to the financial
statements on pages 102 to 103 of this annual report, none of the
Directors had any material interests, either directly or indirectly, in any
contract of significance to which the Company or any of its
subsidiaries was a party during or at the end of the year ended 31
December 2017.

DIRECTORS' INTERESTS IN COMPETING BUSINESS

As at 31 December 2017, none of the Directors had an interest in a
business which competes or is likely to compete, either directly or
indirectly, with the business of the Group pursuant to the Listing
Rules.

EQUITY-LINKED AGREEMENTS

Other than the 2009 Share Option Scheme as disclosed in this annual
report, no equity-linked agreements that will or may result in the
Company issuing Shares or that require the Company to enter into
any agreements that will or may result in the Company issuing Shares
were entered into by the Company during the year or subsisted at the
end of the year ended 31 December 2017.

MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 December 2017, the Group’s purchases
from its largest supplier and its five largest suppliers accounted for
approximately 45.29% and 57.92%, respectively, of the Group’s total
purchases. FYITRFZE R BR AT (Shenzhen City Shenying
Orange Sky Cinemas Circuit Company Limited), being 49% indirectly
owned by Mr. Wu and Ms. Wu, was the largest supplier of the Group
during the year.

The Group's sales to its largest customer and its five largest customers
accounted for approximately 0.78% and 2.57%, respectively, of the
Group's total sales during the same period. ;Z 35 E S (FINAR
72 7] (Panasia Cinemedia (Shenzhen) Co. Ltd) is 80% indirectly owned
by Mr. Wu, was one of the top five customers of the Group during
the year.

Save as disclosed above, none of the Directors, or any of their close
associates, or any of the shareholders of the Company (which to the
best knowledge of the Directors own more than 5% of the
Company's issued share capital) had any interest in the Group’s five
largest customers and/or suppliers.

BEREH R

BTN HEEERS ] —SEEE RAFR
F184AZ 185 B 2 M mERM T8 FTaF i & 4N

REENBEBE _Z—+E+-_A=+—81F
FREANEZEANAR TS ETRMEBARGIZ
I EAA KR E A EEA TE AR -

EENHBFXGER
BE-FT—+F+-A=+—A RELHH
8 B R AR B SE RIS
F o0 BEBR R PRSI A

ISR EN R s

BRAFRARE? B ENFERET B
ARARAFEL BT TERBE T —£F
T A=+ — BRI R ARE 5
BERT L EEBARTETRE - RERAR
AT AL SR A B B BA R ARITRG 2

5% -

FEXRF LHER
HE-T—+F+-_A=+—HIEE  ~&H
MEGAREREAABEEREECEEES R
R ARE B EEEEEA)45.29% % 57.92% ° R -
R AR EEEE 49% #x 2 R %
FRKRRGBR AR ABAEEZKNMEER -
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SUBSTANTIAL SHAREHOLDERS" AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

So far as is known to the Directors, as at 31 December 2017, the
following persons, other than a Director or chief executive of the
Company, had the following interests or short positions in the Shares
or underlying Shares as recorded in the register required to be kept by
the Company under Section 336 of Part XV of the SFO:

i \/

T 2] %&ﬁﬁﬂ}\i#ﬂxf sl
ﬁ'fﬁzj@é S NORE

MEBEMM R_Z—+F+-_A=+—8 &
RATIRIEE %&%EMH%W%%BMAJ’
BB TIAL(EEHAR
%ﬁﬁz/\éB?MI\)Eéﬂﬁﬁﬁﬂa%%ﬂ%ﬁq:%ﬁbﬂ?
AR

*Approximate

percentage of

Shares and

underlying Shares

in the issued

share capital of

Total number  the Company
of Sharesand * B3 K HER A

Number of Number of  underlying Shares RAATE BT
Name of shareholder Capacity Note Shares  underlying Shares R R R ek
BRR#EE/ 48 ) fis ROEE HERGEE RPEE BRES
Wu Kebo Interest of controlled 1 1,723,894,068 (L) - 1,723,894,068 (L) 61.57%
5k corporations
XErEER
Beneficial owner 1 249,734,429(L) - 249,734,429(1) 8.92%
EaEBA
Skyera International Limited Beneficial owner 2 439,791,463 (L) - 439,791,463 (L) 15.71%
("Skyera") ERBAA
Mainway Enterprises Limited ~ Beneficial owner 3 408,715,990 (L) - 408,715,990 (L) 14.60%
("Mainway") ElAA
Noble Biz International Beneficial owner 4 129,666,667 (L) - 129,666,667 (L) 4.63%
Limited (“Noble Biz") EnEAA
Cyber International Limited Beneficial owner 5 180,000,000 (L) - 180,000,000 (L) 6.43%
("Cyber”) EREBA
Orange Sky Entertainment Beneficial owner 6 565,719,948 (L) - 565,719,948 (L) 20.21%
Group (International) ERnEAA
Holding Company Limited
("OSEG")
ERBLEE (TR R
ARAR (X
* These percentages are computed based on the total number of Shares ~ * ZEADTRER=_FE—FF+=A=+—H

in issue (i.e. 2,799,669,050 Shares) as at 31 December 2017.

EEITHR (7 4827 (F12,799,669,0500 i 17 )51 & »
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Notes:

(1) By virtue of the SFO, Mr. Wu was deemed to have interest in a total of
1,723,894,068 Shares, of which (i) 439,791,463 Shares were held by
Skyera; (i) 408,715,990 Shares were held by Mainway; (iii) 129,666,667
Shares were held by Noble Biz; (iv) 565,719,948 Shares were held by
OSEG; and (v) 180,000,000 Shares were held by Cyber.

In addition, Mr. Wu was interested in 249,734,429 Shares as at 31
December 2017 which were beneficially held by him in his own name.

(2)  Skyera is a company wholly owned by Mr. Wu, who is also a director of
Skyera.

(3) Mainway is a company wholly owned by Mr. Wu, who is also a director
of Mainway.

(4) Noble Biz is a company wholly owned by Mr. Wu who is also a director
of Noble Biz.

(5) Cyber is a company owned by an associate of Mr. Wu.

(6) OSEG (a company 80% owned by Mr. Wu) was interested in
565,719,948 Shares. Mr. Wu is a director of OSEG and Mr. Li Pei Sen is
the associate Chairman of OSEG.

Abbreviation:
“L" stands for long position

Save as disclosed above, as at 31 December 2017, no other person
had an interest or a short position in Shares or underlying Shares as
recorded in the register required to be kept by the Company under
Section 336 of Part XV of the SFO.

CONNECTED TRANSACTION

On 31 May 2017, Orange Sky Entertainment International Holdings
Limited (“OSEIHL") (as vendor) has entered into a transfer agreement
with Panasia Films Limited (“Panasia Films”) (as purchaser), pursuant
to which, OSEIHL agreed to transfer the entire issued share capital of
Panasia Cinema Advertising Limited to Panasia Films at the
consideration which shall not exceed HK$71 million. The acquisition
was completed on 1 June 2017 and the total consideration paid by
Panasia Films to OSEIHL was HK$71 million. After such acquisition,
Panasia Cinema Advertising Limited has become a subsidiary of the
Company.

As at the date of the transfer agreement, (i) Mr. Wu was the
controlling shareholder (as defined under the Listing Rules) of the
Company and held approximately 80% of the equity interests in
Orange Sky Entertainment Group (International) Holding Company
Limited (“Orange Sky"), (ii) OSEIHL was an indirect wholly-owned
subsidiary of Orange Sky, and (iii) Orange Sky was a substantial
shareholder (as defined under the Listing Rules) of the Company.
Under the Listing Rules, Orange Sky and OSEIHL, being an associate of
Orange Sky, were connected persons of the Company, and hence, the
acquisition constituted a connected transaction of the Company.

Save as disclosed above, during the year ended 31 December 2017,
no other connected transactions were entered into by the Company.

e

(1) RBEFHLBEKRD AEEREAHEEEH
1,723,894,068 &A% 7 + & (i) 439,791,463 i %
5 mSkyera$$ & ¢ (i) 408,715,9900% & 5
Mainway # A& : (iii) 129,666,667 i % 13 £ Noble
Biz# A : (iv) 565,719,948 % f% 7 F 1% K3F A& ¢
K2.(v) 180,000,000 &A% 1% Fa Cyber 34 ©

B RZE—+E+ZA=+—H  REER
AR & £ 5 BB 249,734,429 RN HERS ©

(2) SkyeraBMAEREHEAZ AT
S

1% I8 % Skyera
(3) MainwayBHEEEE2EHBZAR BN A
Mainway E & ©

(4) NobleBizAMAkE2EHEZRAR " BINAE
Noble BizZE =

(5)  Cyber BmBAEMBEABE Z AR -
(6) 1hic £% B8O%BREEZARERESR

565,719,948 figfn - (A £ R/EREE - MFE
BERLEABRBEAESRK -

HRES A -
INECEoo
BREXEBEEIN R_F—EF+ZA=+—

B BARBRIERRE 7 M HIE RG] 5 XV AF 2L 336
REFE 2 BRMALE  SIEEMA TR RN
SRR PR EAEEIAR -

FER S

RIB—tFHA=+—H BRRLHKREE
BRAR (BRREBER ) FREH) BZHF
FARAR(NZEFE]) ERET) AT BRET
# B BRRLERCRBERZ Y EEE
R BEEARARZEHDHTRA - RES
##83871,000,000 87T - WEEHEE N T —tF
NA—HAZK - MzEFEIN FRRREBR K
B (B4R A 71,000,0008 7T < fE6 BB E IR
& 2o EEERARKANRRIMNEAR -

REZEGEBS  VEEERARRERBIR(E
ERLEWHRA) B ARRREEE (HK)Z
MRAER AT (TR X80 % MXHE (i) 15 RIR 4L
HERERZEZEEZEMNBAR  R(NEXRR
ARAREZRR(EELLETHRA) - RIELETH
A BRRERREBR (AIERZBEAN) AL
RATZBEAL - Utk WEFIABKARAR
ZRERS

BREXFBEEEN REE-_FT—tF+=A
=+ —HALIEFE  ARARET I HEMREERS -
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CONTINUING CONNECTED TRANSACTIONS

During the year ended 31 December 2017, the Group has entered
into and engaged in the following transactions and arrangements
with connected persons (as defined in the Listing Rules) of the
Company:

(a) Sponsorship Agency Agreement on Procurement
of Film Sponsors

On 4 September 2014, M Cinemas Company Limited (“M
Cinemas”), an indirect wholly-owned subsidiary of the
Company, entered into a sponsorship agency agreement with
Panasia Cinema Advertising Limited (“PCA") in relation to the
appointment of PCA by M Cinemas as the non-exclusive agent
to procure sponsorship for films within Hong Kong for a period
of three years commencing from 4 September 2014 to 3
September 2017 (the “Sponsorship Agency Agreement”).

M Cinemas and PCA may, from time to time and as necessary,
enter into separate sponsorship agreement(s), with or without
individual sponsor(s), for implementation of the Sponsorship
Agency Agreement.

PCA shall pay to M Cinemas a sponsorship fee representing
70% of the gross sponsorship revenue generated out of the
sponsorship agreement(s) from the sponsorship within Hong
Kong.

The aggregate amount of the sponsorship fees received from
PCA by M Cinemas under the Sponsorship Agency Agreement
for the year ended 31 December 2017 amounted to
approximately HK$0, which is within the annual cap of
HK$21,000,000.

PCA was a company in which 80% equity interest is indirectly
owned by Mr. Wu and was therefore a connected person of the
Company by virtue of being an associate of Mr. Wu. The
transactions contemplated under the Sponsorship Agency
Agreement constituted continuing connected transactions of
the Company under the Listing Rules. After the completion of
the acquisition of the 100% issued share capital of PCA by the
Company, PCA has become a subsidiary of the Company. As
such, the procurement of the sponsorships pursuant to the
Sponsorship Agency Agreement ceased to be a continuing
connected transaction of the Company. Furthermore, no new
sponsorship agency agreement has been entered into between
M Cinemas and PCA after 3 September 2017.

?%ugfﬁi%)<éz
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%‘ﬁﬁ AEAL(ERR ETRADFTZAT
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(b) Sub-leases of Office Premises

On 31 August 2016, Beijing Orange Sky, wholly owned by Mr.
Wu Kebo and Ms. Wu Keyan, entered into a sub-lease
agreement with L RERERZAREIEBR A F (Orange Sky
Golden Harvest (Beijing) TV & Film Production Company Limited)
(the “First Sublease”) in relation to the sub-leasing of the office
premises with a total floor area of approximately 6.75 square
metres occupying a portion of the second floor of House No. 3
situated at No. 1 Anjialou, Xiaoliangmagiao Ave, Chaoyang
District, Beijing, the PRC for a term commencing from 1
September 2016 and expiring on 31 August 2019 (both dates
inclusive) at total rental amounting to RMB46,564.88 and total
management fee amounting to RMB5,173.88 paid on a
quarterly basis.

On the same day, Beijing Orange Sky and 1t RE R EIEE
AR /AF] (Golden Harvest (Beijing) Cinema Management
Consultancy Company Limited), an indirect wholly owned
subsidiary of the Company and a wholly owned subsidiary of
OSGH (China), entered into the second sub-lease agreement
(the “Second Sub-Lease”) in relation to the sub-leasing of the
office premises with a total floor area of approximately 993.57
square metres occupying a portion of the second floor of House
No. 3 situated at No. 1 Anjialou, Xiaoliangmagiao Ave,
Chaoyang District, Beijing, the PRC for a term commencing
from 1 September 2016 and expiring on 31 August 2019 (both
dates inclusive) at a total rental amounting to RMB6,854,142.65
and total management fee amounting to RMB761,571.41 paid
on a quarterly basis.

The aggregate amount paid by the Group to Beijing Orange Sky
for the year ended 31 December 2017 amounted to
approximately RMB1,335,417, which is within the annual cap of
RMBZ2,600,000.

Under the Listing Rules, Mr. Wu and Ms. Wu are connected
persons of the Company. As the entire equity interest of Beijing
Orange Sky was owned by Mr. Wu and Ms. Wu, Beijing Orange
Sky was an associate of Mr. Wu and Ms. Wu and accordingly,
connected persons of the Company. On 28 July 2017, the
Group completed the disposal of City Entertainment
Corporation Limited, which indirectly holds 92.59% interests in
Golden Harvest (Beijing) Cinema Management Consultancy
Company Limited (“BJGH"). Subsequent to the disposal, the
Group no longer held any interests in BJGH and such transaction
ceased to be a continuing connected transaction of the
Company.

(b)
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Master Co-operation Agreement on Cinema
Circuit Services

On 20 May 2013, OSGH (China) entered into a master co-
operation Agreement with FINTRFERTEER A A
(Shenzhen City Shenying Orange Sky Cinemas Circuit Company
Limited) (“SZ City SYOS Cinemas Circuit”) to provide a
framework for the provision of the services, including but not
limited to the sourcing of movies, provision of new release title
of movies, organising and planning of movies distribution and
marketing arrangements, by SZ City SYOS Cinemas Circuit to
the cinemas operated or to be operated by OSGH (China) in the
PRC (“OSGH Cinemas") for the period from 1 April 2013 to 30
June 2014 (the “Old Master Co-operation Agreement”).

On 30 June 2014, OSGH (China) entered into a new master co-
operation agreement with SZ City SYOS Cinemas Circuit to
renew the Old Master Co-operation Agreement for a term of
three years commencing from 1 July 2014 to 30 June 2017 (the
“New Master Co-operation Agreement”).

The amount of service fees payable by the individual OSGH
Cinema to SZ City SYOS Cinemas Circuit will be subject to the
individual cinema circuit alliance agreement but it shall not
exceed 2% of the net box office income in any event.

The aggregate amount of the transactions under the New
Master Co-operation Agreement for the year ended 31
December 2017 amounted to approximately RMB4,694,315,
which is within the annual cap of RMB7,800,000.

SZ City SYOS Cinemas Circuit is owned as to 49% by Beijing
Orange Sky which in turn is owned by Mr. Wu and Ms. Wu.
Under the Listing Rules, SZ City SYOS Cinemas Circuit is an
associate of Mr. Wu and Ms. Wu and is therefore connected
persons of the Company. The transactions under the New
Master Co-operation Agreement constituted continuing
connected transactions of the Company under the Listing Rules.
No new Master Co-operation Agreement has been entered into
after 30 June 2017. On 28 July 2017, the Group completed the
disposal of City Entertainment Corporation Limited, which holds
92.59% interests in OSGH (China). Subsequent to the disposal,
the Group no longer held any interests in OSGH (China) and
such transactions ceased to be continuing connected
transactions of the Company.

(9]
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(d) Jiangyin Lease Agreement in respect of

Operating Cinemas in Jiangyin City

OSGH (China) and JTEEHF R FAEEIZER AR (Jiangyin
Orange Land Cinema Development Management Co., Ltd
("Jiangyin Orange Land”), a company established in the PRC
and 80% beneficially owned by Mr. Wu and Ms. Wu through
b REH IR E B IR AR AR (Beijing Orange Land Cinema
Investment Management Company Limited) entered into the
lease agreement on 25 September 2012 (the “Jiangyin Lease
Agreement”) in respect of the leasing of the portion of the 3rd,
4th and 5th Floors of Block 2 of the Jiangyin Orange Land
Cultural Complex situated at the Xiagang Development Zone,
Jiangyin City, Jiangsu Province, PRC, with a total floor area of
approximately 17,561 square metres (the “Leased Property”).

On 2 December 2014, OSGH (China) and Jiangyin Orange Land
entered into a supplemental agreement to the Jiangyin Lease
Agreement, pursuant to which Jiangyin Orange Land agreed to
refund the prepayment of RMB100,000,000 and also pay the
interest of RMB13,625,000, at a rate of 7.5% per annum on
the amounts of base rental prepayment from the respective
dates of such payment during the period from October 2012 to
November 2014, to OSGH (China) as stated in the
announcement of the Company dated 25 June 2014.

On 22 June 2016, OSGH (China) and Jiangyin Orange Land
entered into another supplemental agreement, pursuant to
which Jiangyin Orange Land agreed to deliver the Leased
Property at Jiangyin Orange Land Cultural Complex to OSGH
(China) on or before 30 June 2017. OSGH (China) agreed to
prepay Base Rental of RMB50,000,000 to Jiangyin Orange Land.

During the year ended 31 December 2017, an amount of RMBO
was paid to Jiangyin Orange Land under the Jiangyin Lease
Agreement, which matched the annual cap of RMB8,730,000.

Mr. Wu and Ms. Wu, who are connected persons of the
Company, indirectly owns 80% equity interest in Jiangyin
Orange Land through Beijing Orange Land. Accordingly,
Jiangyin Orange Land was a connected person of the Company
and the Jiangyin Lease Agreement and the transactions
contemplated thereunder constituted continuing connected
transactions of the Company. On 28 July 2017, the Group
completed the disposal of City Entertainment Corporation
Limited, which holds 92.59% interests in OSGH (China).
Subsequent to the disposal, the Group no longer held any
interests in OSGH (China) and such transactions ceased to be
continuing connected transactions of the Company.

(d)
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R port of the Directors

.|.

(e) Lease Agreement in respect of Cinema Property (e) BUUWEHYWEHER SR
in Tangshan City
On 6 November 2013, OSGH (China), as landlord, and 1t &% RZEBE—=F+—FH BREREH
ARyl 8 E® AR A A (Beijing Orange Sky Cinema (FE) (ER¥F)BaMRKEERMOR
Investment Management Co., Ltd) (the “Beijing Orange Sky"), MTT2ERE AR REREEER
wholly owned by Mr. Wu Kebo and Ms. Wu Keyan, as tenant, BRAR(TdEREREX] - EAEP)FIHA
entered into a lease agreement, pursuant to which Beijing B B ERBRERBEXRE AT
Orange Sky will lease the portions of the 4th Floor under W (PR AR BIdE A E LTI ERE
household no. 100040001, the 5th Floor under household no. 88 2 B RIEY R LIUE (PR A
100050001 and the 6th Floor under household nos. 100060001 100040001 5% ) + F# (/= 5% /& 100050001
and 100060003 (collectively referred to as Unit 4108) of Bohai 5% ) BA R N }5 §% /100060001 5% &
New World Shopping Centre of No. 88 Xinhua West Road, 100060003 5% ) & 7 B (5 T £4108 8
Tangshan City, Hebei Province, the PRC, with a total gross floor L) - %v@%ibﬁﬁ%’jz%ﬁﬁozl.% SEAK(FE
area of approximately 5,504.43 square metres (the “Leased EWE]) AHRNRE(ELEERZ]) -
Premises”) from OSGH (China) for a period of 12 years
(“Tangshan Lease Agreement”).
On 12 May 2016, OSGH (China) and Beijing Orange Sky entered RZZE—R"FRA+=H BRERAZH
into the supplemental agreement to the Tangshan Lease (#I)ﬁijb,ﬂﬁiJi%M%ﬂﬁTﬁn 218
Agreement pursuant to which Beijing Orange Sky agreed the g B L RERE SR EELRH
compensation to be made by OSGH (China) by way of extension XA EBEARABRRXERTZH (HE)
of the rent-free-period to cover the reasonable loss Beijing NIERRHBZEA FUME  BIBXE
Orange Sky suffered during the time it was unable to KW (FE)REFRERERBERSE
commence operation, i.e. OSGH (China) agreed to extend the —ZE-hFZA=Z+N\H-
expiry date of the rent-free period to 28 February 2019.
The annual cap under the Tangshan Lease Agreement for the BELHEERZREE-_Z—tF+=A
year ending 31 December 2017 was RMB2,080,000. No =+—H Jtif WEELRAARYK
payment was received by the Group from Beijing Orange Sky 2,080,000 e REIZE T —+F+ A
during the year ended 31 December 2017. =T —HLEFE  AEEUELIERERXR

WEMEAT & 7 o

Beijing Orange Sky is a connected person of the Company by EMt R R ARLENMBLZEZBEA -
virtue of being an associate of Mr. Wu and Ms. Wu and WEARARZHEAEANL - BEitt > IBIE L
accordingly, the entering into of the Tangshan Lease Agreement A AT E WL E S M FTA I
and all the transactions contemplated thereunder constituted TZRPBERARBZIHERERS - R
continuing connected transactions for the Company under the —E—tFEAZTA EI ﬁﬁ B 5K
Listing Rules. On 28 July 2017, the Group completed the %Wi??ﬁ AR A E/NGIE= =R
disposal of City Entertainment Corporation Limited, which holds KA (PE) 292 59% #E 7 o A
92.59% interests in OSGH (China). Subsequent to the disposal, %%Iﬁi\{é AREBTHEERAZ AT
the Group no longer held any interests in OSGH (China) and (EPI)ZEH%E Hﬁ%ﬁi%?ﬁﬁﬂi
such transactions ceased to be continuing connected Nz ERE
transactions of the Company.

The above transactions constituted continuing connected transactions it 3x S F R BIE FAQ R 2 S ERER

N

of the Company under the Listing Rules and were subject to reporting, 5 » ZBEFEHR - NERFEZEMRE -

announcement and annual review requirements.
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Report of the Directors
EEEREE

Confirmation from Directors

The Directors, including the non-executive Directors, have reviewed
the continuing connected transactions and confirmed that the
transactions were entered into in the ordinary and usual course of the
business of the Group, on normal commercial terms or on terms no
less favourable to the Group than terms to or from independent third
parties, and in accordance with the relevant agreements governing
them on terms that are fair and reasonable and in the interests of the
shareholders of the Company as a whole.

The auditors of the Company have advised that nothing has come to
their attention that caused them to believe the continuing connected
transactions:

(@  have not been approved by the Board,;

(b)  were not, in all material respects, in accordance with the pricing
policies of the Group for transactions involving the provision of
goods or services;

(0 have not been entered into, in all material respects, in
accordance with the terms of the relevant agreement governing
the transactions; and

(d) the relevant cap amounts disclosed in the relevant
announcements of the Company, where applicable, have been
exceeded during the financial year ended 31 December 2017.

Save as disclosed above, details of the other connected transactions
and/or continuing connected transactions for the year ended 31
December 2017 are set out in note 33 to the financial statements.
These other connected transactions and/or continuing connected
transactions constituted de minimis transactions as defined in the
Listing Rules and were exempt from the reporting, announcement,
independent shareholders’ approval, and in the case of continuing
connected transactions, the annual review requirements. The
independent non-executive Directors have also reviewed and
confirmed that these other connected transactions and/or continuing
connected transactions have been entered into in the ordinary and
usual course of the business of the Group, on normal commercial
terms or on terms no less favourable to the Group than terms to or
from independent third parties, and in accordance with the relevant
agreements governing them on terms that are fair and reasonable and
in the interests of the shareholders of the Company as a whole.

EERA

EXR(MFATER) CENRERERS - X
BRZERXGINAKERE R —REBBRE
B R RE RGN TR B E = R M
FAAREERE G LREREZEFTRHZ
BRmEET  BEFEBAFAE  HEAR
AR BN -

BARRZHBMEN  EYEISAEMNEER
EEREHERERS

@ REBE=SHME:

(b) FREHARIBRBZIRZNEERTE
WARIRRA B E BB ERETT

@ REERNTEBARRBEREZSFIZH M
RS GRS

(d) BHARAHEBAMHAEEEZE_T—+
Ft_A=+T—BLMBRFEZHESR
FRR (@) -

BREXEREEN RBE_FT—tF+_-A
Z+—BULEFEETZEMBERS R AFHE
BER HFIE - MNP BRMRMEIS - ZFEM
WMERZX SR,/ IFHBEEERHEK _LHRAAR
ERERS  BHRLETHE 25 HIBR
HAEN (AHERERZIME ) FEBRHMZRE °
BIUFATEENCEHNABRAZSEMEER
SR/ IHERERGTINARBEEER—RE
BBRET  H—REEERITERBILE=T
BREIAASEREZGK  UREREZS
Rz E@HEET  BERFHBEATEE &
ABARBBIREBENE
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CORPORATE GOVERNANCE

For the year ended 31 December 2017, the Corporate Governance
Report is set out on pages 21 to 33 of the annual report.

INDEPENDENCE CONFIRMATION

The Company has received from each of the independent non-
executive Directors an annual confirmation of independence pursuant
to Rule 3.13 of the Listing Rules and considers all the independent
non-executive Directors to be independent.

ENVIRONMENTAL PROTECTION

Details of the Company’s environmental policy and community
involvement are set out in the Environmental, Social and Governance
Report Section in this annual report.

EMOLUMENT POLICY

Remuneration of the employees of the Group is made/determined by
reference to the market, individual performance and their respective
contribution to the Group. As a long-term incentive, the 2009 Share
Option Scheme is in place and the details of which are set out above
and in note 27 to the financial statements on pages 128 to 132 of this
annual report.

Directors’ emoluments are subject to the recommendations of the
remuneration committee of the Company and the Board’s approval.
Other emoluments including discretionary bonus and share option,
are determined by the Board with reference to Directors’ duties,
abilities, reputation and performance.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the Directors, the Company has maintained
sufficient public float of the Company's issued share capital as of the
date of this report.

DONATIONS

During the year ended 31 December 2017, the Group has made
charitable and other donations in Hong Kong totalling HK$nil.

AUDITORS

The financial statements for the year ended 31 December 2017 have
been audited by Messrs. KPMG (“KPMG") who will retire and being
eligible, will offer themselves for reappointment at the forthcoming
annual general meeting of the Company. A resolution will be
submitted at the forthcoming annual general meeting to re-appoint
KPMG as auditors of the Company.

ON BEHALF OF THE BOARD

Wu Kebo
Chairman

Hong Kong
27 March 2018
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Independent Auditor’s Report
B 3 1% BUAD I

KPMG

to the shareholders of
Orange Sky Golden Harvest Entertainment (Holdings) Limited
(incorporated in Bermuda with limited liability)

Opinion

We have audited the consolidated financial statements of Orange Sky
Golden Harvest Entertainment (Holdings) Limited (“the Company”)
and its subsidiaries (“the Group”) set out on pages 73 to 154, which
comprise the consolidated statement of financial position as at 31
December 2017, the consolidated income statement, the consolidated
statement of comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash flows for
the year then ended and notes to the consolidated financial
statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2017 and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs"”) issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA") and
have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Basis for opinion

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

Key audit matters

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

BREXERRE (K@) BRI RARR
(RERZELMHLZBRAF])
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Independent Auditor’s Report

8 3 1% BURD R &

Accounting for the disposal of the film exhibition business in Mainland China

HE B At R B T BRI T %

Refer to note 34 to the consolidated financial statements and the accounting policies in note 2(cc).

B2 A AR N i34 R &5t R AT 2(cc)

The Key Audit Matter
BRETER

How the matter was addressed in our audit

RMNEBTNAEEZEE

The Group entered into an agreement with an independent
third party on 25 January 2017 (the “Agreement”), pursuant
to which the Group agreed to dispose of and the buyer
agreed to purchase, the Group’s 92.59% equity interest in
its film exhibition business in Mainland China (the
“Disposal”). The business subject to disposal had been
classified as “held-for-sale” in the consolidated financial
statements for the year ended 31 December 2016 in
accordance with the requirements of the prevailing
accounting standards.

RZZT—+F—A=+HB  BEEE—FBIFE=77]
v ([ZpEl - Bt E5EREEEMEFRER
85 BESEMNFEAMPHERR29%KRE(THES
|]) - BREBERITEFEANRTE  HEFEPRNEKE
EHE_ZT-—R"F+_A=+—HBILFENGREHBHRE
DR FHEFE] -

The Disposal was completed on 28 July 2017 upon fulfilment
of the closing conditions set out in the Agreement at an
estimated consideration of RMB2.99 billion, subject to
adjustments on net debt value of the disposal group and
results of renewal of or entering into new leases of certain
cinema premises as detailed in note 34(b). A pre-tax gain of
HK$2,201,414,000 and related income tax expense of
HK$311,692,000 were recognised in the consolidated
income statement for the year ended 31 December 2017.
RBITZ BRI R BN MR - BEFER T —L5F
AT NBREK - EEREARKE29.9E T A B EE
34(b)Fr il H BB R BT FE R BT LT & T o5
PRABAVEAE SETT I ®E - FRAATHNER2,201,414,0008 7T &
MERAPTS T2 311,692,0008 TERBE T —+F+=
R=+—BHItFENFE KRR AR °

We identified the accounting for the Disposal as a key audit
matter because of its significance to the consolidated
financial statements and because assessing the estimated
consideration can be inherently subjective and requires
significant judgements and estimation which increase the
risk of error or potential management bias.
HABHEFENGRETEY ABREFFE - RE
REBGEMBHREZHEE - UREEHRENTEE
EEANEH M  BEFEHBAAE KM - ANt
fRIOB T EREREHRRE

Our audit procedures to assess the accounting for the
Disposal included the following:

BT L EFEN ST REF AN IZFBEN
NEIE

o inspecting the Agreement to identify any terms of
accounting significance and assessing the accounting
treatment thereof;
BB ABB B St ER MR EMRR - WAT
EEBETTREN

o agreeing the consideration recorded by the Group to
the Agreement and inspecting evidence of receipt of
the consideration;

1 BEREERSNREREZBRETZERESE
R BUREIER

. with the assistance of our tax specialist, assessing the
income tax expense recorded by management arising
from the Disposal and inspecting evidences of tax
payment;
ERMNBRBERNHET - s EREMCER
HEFHEELANMEHAX REESHENRHOE
BA

o with the assistance of our internal valuation
specialist, assessing the methodology and key inputs
used by management in estimating the consideration
for the Disposal;
ERMNABEEZEROHE T - SHHEIRENME
AHEEFENRENEAN T EREZBAZUE ;

o evaluating management’s calculation in respect of
the gain on the Disposal; and

AEERERMLESTALGENE &

o assessing the presentation and disclosures in the
consolidated financial statements in relation to the
Disposal with reference to the requirements of the
prevailing accounting standards.
S2ERTRAEANRT - HEEFREHBRERE
BAEEEFENZESNH X RBKE -
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B 1% BURD R &

Accounting for acquisitions

W BRI E T B T %

Refer to note 29 to the consolidated financial statements and the accounting policies in notes 2(d) and 2(f).

BB A BT ERER I 29U R & 5B [ 2(d) R 2(f) -

The Key Audit Matter
BRETER

How the matter was addressed in our audit

BENES A REZSEE

During the year ended 31 December 2017, the Group
acquired the entire equity interest in Panasia Cinema
Advertising Limited (“PCAL") and the remaining 50% equity
interest in Dartina Development Limited (“Dartina”).
HE_Z—+F+_A=+—BIEFE - BHEEKE?Z
DEBEEERAR ( NZEbhk] ) 2 MRERESF
EXFEARRA ( [ZFE] ) BRT50%AHE -

Goodwill arising from the acquisitions of PCAL and Dartina
amounted to HK$63,422,000 and HK$571,346,000
respectively, which represented the excess of the
consideration paid over the Group’s shares of the fair value
of the identifiable net assets of the acquired entities.

EW 2 b R FEEENEE D F63,422,000/8 7T
571,346,000 7T © DHEEMNRERBLE BHEEREERK
BERONAIBMFEEAAENES

The fair values of the identifiable assets and liabilities
acquired in these transactions were assessed by the directors
based on an independent valuation prepared by a firm of
external valuers. The assessment of fair values required the
exercise of significant judgements and estimation,
particularly in relation to the forecast of future performance
of the businesses acquired.
EERBINEEMITABEN B LAENERZERS
HATRER BRI EER ABENAAE - ARBENEHEET
150 B R HEN R il 5t 70 HL R 2 B 7808 P Ui B SR 75 O R 2Rk
WA m -

We identified the accounting for acquisitions as a key audit
matter because of the significance to the consolidated
financial statements and because assessing the fair values of
the assets and liabilities acquired can be inherently subjective
and requires significant judgements and estimation which
increase the risk of error or potential management bias.

B KRBEENEHRER AN RBARETFE - RE
REHGEEUBHRREWESZ - UAREHMKEBEERERE
ARENTEFEEEN BN - FEELERAE &b
5t AL EEE R ER R ARR

Our audit procedures to assess the accounting for
acquisitions included the following:
BB EEN ST RIE AN EAZFBENAT

RIF -

o inspecting the sale and purchase agreements and
evaluating management’s accounting treatment for
the acquisitions with reference to the terms set out
in the sale and purchase agreements and the
requirements of the prevailing accounting standards;
EEEEWE - WREBERMRTEANGRRRIRT
SRR ENETREH KRB EEN SR
LN

o obtaining and inspecting the valuation assessments
prepared by the external valuers engaged by the
Group and on which management’s assessment of
the fair values of the assets and liabilities acquired

was based;
ERUES BES£BEZEMIISEEMEZMNMG
B EREERZNOGE “EMBEEERAR
BARME

. assessing the external valuers’ qualifications,

experience and expertise in the assets being valued
and considering their objectivity and independence;
FHESNELERI R B E A ER B - KR REEM
B ERETBIENELIL

o with the assistance of our internal valuation
specialists, discussing with the external valuers and
assessing the valuation methodologies adopted by
the external valuers with reference to industry
standards and the requirement of the prevailing
accounting standards, and challenging the
assumptions and critical judgements which impacted
their valuation by comparing these assumptions and
critical judgements with market data and the
Group’s business plan supporting the acquisitions;
EHMOABEEZROBET - 2RITEFER
BITE TR B3 E BN AR LB D & 5 MRt (4 M ED
HEMRANGER L - KRB EZEEENR
BRERAEETSEER BEEEREEENE
T EIEHEITE L - B SRR LG IE

o evaluating the information provided by management
to the external valuers by inspecting the underlying
contracts and relevant underlying documentation;
BRBEESHEAOLREEXY  FEEREERRT
HNERIRIERTENEKY
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7B 3 1% BURD = S

Accounting for acquisitions

W BRI E T B R %

Refer to note 29 to the consolidated financial statements and the accounting policies in notes 2(d) and 2(f).

BRI E T RR N 294 R &5 1 2(d) R 2(1) »

The Key Audit Matter How the matter was addressed in our audit
BRETER RN ETTNAEEZEE

evaluating management’s assessment of the
estimated useful lives of trademark and customer
relationships with reference to future operating plans
and our knowledge of the industry; and
DERRLEFEIRBPIHBERATEN TR - 51E
BB A E R F R RE S RO
IS4

assessing the disclosures in the consolidated financial
statements in respect of the acquisitions with
reference to the requirements of the prevailing
accounting standards.

PERTEALNNRT @ TREGEEVBRRED
UeHE SR IR EY R EE -
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B 1% BURD R &

Assessing potential impairment of goodwill

HEBEERENG

Refer to note 15 to the consolidated financial statements and the accounting policies on note 2(n) .

BRI A T RERM L 15U R BB R 3E2(n) -

The Key Audit Matter
BRETER

How the matter was addressed in our audit

BENES A REZSEE

The carrying value of the Group’s goodwill which amounted
to HK$658,001,000 as at 31 December 2017 was allocated
to the Group’s exhibition business and distribution and
production business.

EEERER T —tF T+ A=+ —HNKREER
658,001,000/87C * 2 RREDEE BEBEOPHEBIA
NEET RBUESRT -

Management performs an annual impairment assessment of
goodwill by assessing its value in use by preparing a
discounted cash flow forecast and comparing the net
present value of the cash flow forecast with carrying value of
the cash generating unit (“CGU") to which the goodwill has
been allocated to determine if any impairment is required.
EREGFHHEETRENM  HERBBRAEMIRE
enEBEA &R R ETENFIRERED L EENR
TEABN ( [ReELBM] ) VREEETHLERE
EEHENEREE  tMEETEA®H 2IFLERDRE -

Management is required to exercise significant judgement in
estimating the future revenue and future gross margins to
be generated from movies to be distributed or produced by
the Group. The movie market is dynamic and the reception
of the market to the Group’s movies is inherently uncertain.
EREEN GG BEESTETIEENEREENRK
Was RAREFERBITEERNAE - EXTISERIE
B-mmisY BEEETHNRAEFEERNTEE
M o

We identified assessing potential impairment of goodwill as
a key audit matter because determining the level of
impairment, if any, involves a significant degree of
management judgement in forecasting future cash flows
and estimating the recoverable amount of the CGU both of
which are inherently uncertain and may be subject to
management bias.

B H AR EERENT LI RERESFE - RAR
EERERE () K PREBERBARREDR
EMEFTRSEE BN AIKRE RN EE H B
i mE S FERRN TN EELERATEXERENRR
Th e

Our audit procedures to assess the potential impairment of
goodwill included the following:

BB EERENETIEF BN TSR

J evaluating management’s identification of the CGU,
the amount of goodwill and other assets allocated to
the CGU and the methodology adopted in the
impairment assessment with reference to the
requirement of the prevailing accounting standards;
2ERTEHENNRTE  TEEEREURESES
BUNHENFTR DEERESELBMAHERE
B E S A MR ERRARN A

o comparing the most significant inputs used in the
discounted cash flow forecast, including future
revenue and future gross margins, with the historical
performance of the CGU and assessing these inputs
with reference to industry forecasts and statistics;
HERBE @ REFEATERNRERNRARE (2
FEARRW R RARENE) MR SELEMNBE
RFEITHR - WREITETRR R EIET %
S A\BUE

o evaluating the discount rate used in the cash flow
forecast by benchmarking against other similar
companies in the same industry;
2RAXEMAAARNERRSTRASEHL
BRI

o performing sensitivity analysis of the discount rate
and future revenue and considering the resulting
impact on management’s conclusion in respect of
the impairment assessment and whether there were
any indicators of management bias; and
YRR R RARRYGETRREST - UERYEE
BERMRENGNEREENTERELSFEE
BEREOTR : &

o considering the disclosures in the consolidated
financial statements in respect of the impairment
assessment of goodwill, including the key
assumptions and sensitivities, with reference to the
requirements of the prevailing accounting standards.
DERTEFERNRTE - ZERGAMBHRKREH
EEREE R IRE - RIEEEREREBURE -
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Information other than the consolidated financial
statements and auditor’s report thereon

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

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

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

Responsibilities of the directors for the
consolidated financial statements

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

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

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

kR BT R S EAZ BE R A SN
GOEEPS)
EFTEYHMELAH - K ELRETNHRE
BAHBES - B EEE M ERE RN
B BED IR -

BPSGRaMBEHRROBRAL TREEMES
78 A

BRI ZEEME R BEREMEANESR
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A ©
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Independent Auditor’s Report
B 3 1% BUAD I

Auditor’s responsibilities for the audit of the
consolidated financial statements

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

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

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

J Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations or the
override of internal control.
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Independent Auditor’s Report
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Obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are appropriate in
the circumstances but not for the purpose of expressing an
opinion on the effectiveness of the Group’s internal control.

Evaluate the appropriateness of accounting policies used and
the reasonableness of accounting estimates and related
disclosures made by the directors.

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

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

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

TEREER MO ARTIES  ARFHEE
MERTIEF - BEEWLIFE SEENE
ZHRINAREERER -

AEEEMRASFTRERNRE ERIED
SR MR REN SR -

HEERAFBECESTERNRE NS
Haswm o RBAERNETBE BT
BFEESBRNIFAEENERNTHEEN -
mrA R ERY BERENFELERED
EEXERRE - WREMABRFEERT
HEN  MAEVEEXBEREPIRFBRE
REIBGAMBRRPOBERE - B
EEBNEETR  MRMEEERIE
REBER - HAINEHREERBEZEE
BEBHLEAMENRTRE - AWM > K
RERKBERAAEEH BERETEREA

QA

FEFEMBERRNBEI®RSA - BB
MAR  BREEE  ARESHBHRRE
BPERRB@RHMEIR -

B OESEEASERIEKIADNNKE
BERRER  EENETRE  WEHK
EUBRRERER - RMERE EEHE
BT BEBMNT - ZMAREAE
RAERHEE -

F# 2017

71



72

Independent Auditor’s Report
B 3 1% BUAD I

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

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

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

The engagement partner on the audit resulting in this independent
auditor’s report is Lau Tai Cheong.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

27 March 2018
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Consolidated Income Statement

for the year ended 31 December 2017

2017 2016
Note HK$'000 HK$'000
Revenue 3&4 1,006,599 1,291,819
Cost of sales (404,490) (523,466)
Gross profit 602,109 768,353
Other revenue 5@) 35,915 44,255
Other net income/(loss) 5kb) 2,778,752 (1,743)
Selling and distribution costs (485,058) (766,476)
General and administrative expenses (279,700) (130,198)
Other operating expenses (109,116) (228)
Valuation gain/(loss) on investment properties 11 8,200 (4,949)
Profit/(loss) from operations 2,551,102 (90,986)
Finance costs 6(a) (77,835) (65,882)
Share of profits of joint ventures 73,990 87,739
Share of profits of associates 887 976
Profit/(loss) before taxation 6 2,548,144 (68,153)
Income tax (expense)/credit 7(a) (309,831) 2,916
Profit/(loss) for the year 2,238,313 (65,237)
Attributable to:
Equity holders of the Company 2,242,136 (59,078)
Non-controlling interests (3,823) (6,159)
Profit/(loss) for the year 2,238,313 (65,237)
Earnings/(loss) per share (HK cents) 10
Basic and diluted 80.45 cents (2.15) cents

The notes on pages 80 to 154 form part of these financial statements.
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Consolidated Statement of Comprehensive Income

for the year ended 31 December 2017

2017 2016
HK$'000 HK$'000
Profit/(loss) for the year 2,238,313 (65,237)
Other comprehensive income for the year:
Items that may be reclassified subsequently to profit or loss:
Exchange differences on translation of financial statements of:
— subsidiaries outside Hong Kong 24,643 (26,353)
— joint ventures outside Hong Kong 15,049 322
— associates outside Hong Kong 254 (614)
39,946 (26,645)
Total comprehensive income for the year 2,278,259 (91,882)
Total comprehensive income attributable to:
Equity holders of the Company 2,280,503 (85,323)
Non-controlling interests (2,244) (6,559)
Total comprehensive income for the year 2,278,259 (91,882)

Note: There is no tax effect relating to the above components of comprehensive income.

The notes on pages 80 to 154 form part of these financial statements.
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Consolidated Statement of Financial Position
at 31 December 2017
2017 2016
Note HK$'000 HK$'000
Non-current assets
Investment properties 11 50,000 41,800
Other property, plant and equipment 11 351,319 80,240
Leasehold land 11 624,903 123,749
1,026,222 245,789
Interests in joint ventures 13 142,937 201,122
Available-for-sale equity securities - 6,048
Other receivables, deposits and prepayments 40,509 18,821
Intangible assets 14 525,625 82,414
Goodwill 15 658,001 57,233
Deferred tax assets 25(b) - 6,160
Pledged bank deposits 20 137,000 20,000
2,530,294 637,587
Current assets
Inventories 16 2,759 1,025
Film rights 17 30,453 46,040
Trade receivables 18(a) 50,920 21,237
Other receivables, deposits and prepayments 18(b) 53,516 64,357
Pledged bank deposits 20 47,701 43,001
Deposits and cash 20 1,961,126 152,380
Derivative financial instrument 19 - 70,236
Assets of disposal group classified as held for sale 34 - 2,120,002
2,146,475 2,518,278
Current liabilities
Bank loans 21 359,790 222,634
Convertible bonds 26 - 9,547
Trade payables 23(a) 114,199 43,494
Other payables and accrued charges 23(b) 200,276 55,939
Deferred revenue 23(c) 71,180 3,737
Obligations under finance leases 22 269 276
Taxation payable 25(@) 38,455 1,164
Liabilities of disposal group classified as held for sale 34 - 637,543
784,169 974,334
Net current assets 1,362,306 1,543,944
Total assets less current liabilities 3,892,600 2,181,531
RS () AR / FR 2017
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Consolidated Statement of Financial Position

at 31 December 2017

2017 2016
Note HK$'000 HK$'000
Non-current liabilities
Bank loans 21 875,140 188,300
Convertible bonds 26 - 174,067
Obligations under finance leases 22 - 269
Other financial liabilities 24 - 219,389
Deferred tax liabilities 25(b) 174,778 9,471
1,049,918 591,496
NET ASSETS 2,842,682 1,590,035
CAPITAL AND RESERVES 27
Share capital 279,967 274,252
Reserves 2,563,046 1,257,350
Total equity attributable to equity holders of the Company 2,843,013 1,531,602
Non-controlling interests (331) 58,433
TOTAL EQUITY 2,842,682 1,590,035
Approved and authorised for issue by the Board of Directors on 27 March 2018.
Wu Kebo Mao Yimin
Director Director

The notes on pages 80 to 154 form part of these financial statements.
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Consolidated Statement of Changes in Equity

for the year ended 31 December 2017

Convertible
Share Capital bonds Non-
Share Share option redemption Contributed ~ Reserve  Exchange Other equity  Retained controlling Total
capital  premium reserve reserve surplus funds reserve reserve reserve profits Total interests equity

Note HKS'000  HKS'000  HK$'000  HKS$'000  HK$'000  HKS'000  HKS'000  HK$'000  HK$'000  HK$'000  HKS'000  HKS'000  HK$'000

Balance at 1 January 2017 214252 694,639 29,250 8,833 80,000 17,539 (23,077) (3,305) 40393 413,078 1,531,602 58433 1,590,035

Changes in equity for 2017:

Profit/(loss) for the year - - - - - - - - - 2242136 2,242,136 (3823 2,238313
Other comprehensive income - - - - - - 38,367 - - - 38,367 1,579 39,946
Total comprehensive income - - - - - - 38,367 - - 2,242,136 2,280,503 (2,244) 2,278,259
Disposal of subsidiaries 34(b) - - - - - (15,198) 2,883 - - - (12,355) (97400 (22,095)
Purchase of non-controlling interests - - - - - - - - - - - (337) (337)
Transfer to retained profits

on lapse of share options 27()() - - (28,619) - - - - - - 28,619 - - -

Change in air value of equity component
of convertible bonds upon modification

of terms 26(e) - - - - - - - - (5,469) 5,469 - - -
Partial conversion of convertible bonds 26(9) 1,493 10,696 - - - - - - (1,746) - 10,443 - 10,443
Re-measurement upon early redemption

of convertible bonds 26(h) - - - - - - - - (1228 12282 - - -
Transfer of reserves upon early redemption

of convertible bonds 26(h) - - - - - - - - (20,896) - (20,896) - (20,896)
Transfer (from)/to reserves - - - - - 793 - - - (793) - - -
Recognition of put liability 24 - - - - - - - (39,091) - - (39,091) - (39,091)
Transaction costs attributable to

deemed disposal of a subsidiary - - - - - - - (2,115) - - (2,115) - (2,115)
Derecognition of non-controlling interest

upon disposal of subsidiaries 30() - - - - - - - 44,51 - - 44,511 (46,443) (1,932
Shares issued under share option scheme ~ 27(a)()) 1,275 108,712 (26,060) - - - - - - - 93,927 - 93,927
Shares repurchased 27/a)ii) (7,053)  (42,298) - 7,053 - - - - - (7,053 (49,351) - (49,351)
Equity-settled share-based transaction - - 25,429 - - - - - - - 25,429 - 25,429
Dividends declared in respect of

the current year 27(a)(i) - - - - - - - - - (1,002,201) (1,002,201 - (1,002,201)
Release of exchange reserve upon step

acquisition 29() - - - - - - (17,393) - - - (17,393) - (17,393)
Balance at 31 December 2017 279,967 m,749 - 15,886 80,000 3,134 740 - - 1,691,537 2,843,013 (331) 2,842,682
Balance at 1 January 2016 214250 694,639 29,286 8,833 80,000 15,259 3,168 - - 474400 1,579,837 13378 1,593215
Changes in equity for 2016:
Loss for the year - - - - - - - - - (59,078)  (59,078) (6,159  (65237)
Other comprehensive income - - - - - - (26,245) - - - (26,245) (400)  (26,645)
Total comprehensive income - - - - - - (26,245) - - (59,078)  (85323) (6,559 (91,882)
Deemed disposal of a subsidiary - - - - - - - 203937 - - 203937 51614 255551
Recognition of put liability - - - - - - - (03412 - - (03412 - (03412
Transfer to retained profits

on lapse of share options 270)() - - (36) - - - - - - 36 = = =
Transaction costs attributable to

deemed disposal of a subsidiary - - - - - - - (3,830) - - (3,830) - (3,830)
Transfer tof(from) reserves - - - - - 2,280 - - - (2,280) - - -
Issuance of convertible bonds 26 - - - - - - - - 40,393 - 40,393 - 40,393
Balance at 31 December 2016 214250 694,639 29,250 8,833 80,000 17539 (23077) (3305 40393 413078 1531602 58433 1,590,035

The notes on pages 80 to 154 form part of these financial statements.
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Consolidated Statement of Cash Flows

for the year ended 31 December 2017

2017 2016
Note HK$'000 HK$'000
Operating activities
Profit/(loss) before taxation 2,548,144 (68,153)
Adjustments for:
Interest income 5(@) (19,820) (3,538)
Finance costs 6(a) 77,835 65,882
Depreciation of property, plant and equipment 6(c) 28,969 139,418
Amortisation of intangible assets 6(c) 740 -
Loss on disposal of property, plant and equipment 5(b) 6,167 5,894
Reversal of impairment of property, plant and equipment 6(c) - (14,122)
Impairment of goodwill 6(c) 34,000 -
Impairment of film rights 6(c) 19,649 108
Impairment of available-for-sale equity securities 6(c) 6,210 -
Fair value loss/(gain) on derivative financial instruments 5b) 70,236 (24,261)
Write-off of trade receivables 6(c) 6,548 -
Impairment of other receivables 6(c) 10,897 -
Equity-settled share-based payment expenses 8 25,429 -
Gain on disposal of club membership 5(b) - (207)
Loss on re-measurement of liability component upon early
redemption of convertible bonds 5b) 13,570 -
Loss on modification of terms of convertible bonds 5b) 10,515 -
Gain on disposal of subsidiaries 5(b) (2,201,414) -
Gain on partial deemed disposal of a subsidiary 5(b) (270,762) -
Valuation (gain)/loss on investment properties 11 (8,200) 4,949
Share of profits of joint ventures (73,990) (87,739)
Share of profits of associates (887) (976)
Gain on step acquisition 5b) (369,900) -
Exchange (gain)/loss, net (27,642) 30,158
Operating (loss)/profit before changes in working capital (113,706) 47,413
Increase in inventories (4,174) (6,698)
(Increase)/decrease in film rights (3.,475) 3,283
Decrease/(increase) in trade receivables 23,358 (30,630)
(Increase)/decrease in other receivables, deposits and prepayments (48,595) 18,808
Increase in trade payables 25,219 8,121
Increase in other payables and accrued charges 232,475 25,771
Increase in deferred revenue 24,888 32,338
Cash generated from operations carried forward 135,990 98,406
Interest received 19,831 3,587
Finance costs paid (15,177) (37,682)
Interest element of finance lease rentals paid (1,810) (3,344)
Tax paid 25(a) (12,005) (12,739)
Tax refunded 890 -
Net cash generated from operating activities 127,719 48,228
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Consolidated Statement of Cash Flows

for the year ended 31 December 2017

2017 2016
Note HK$'000 HK$'000

Investing activities
Payment for the purchase of property, plant and equipment (43,410) (185,244)
Acquisition of subsidiaries, net of cash acquired 29 (937,323) (3,652)
Proceeds from disposal of club membership - 807
Placement of pledged deposits (121,953) -
Receipt from release of pledged bank deposits - 24,649
Placement of term deposits with initial terms of over three months (60,000) -
Receipt from maturity of term deposits with initial terms

of over three months 4,480 3,780
Net proceeds from disposal of subsidiaries 34(b) 2,915,005 -
(Advance to)/repayment from an associate (441) 833
Repayment from joint ventures 1,010 2,358
Dividends received 65,879 176,254
Purchase of non-controlling interests (337) -
Net cash generated from investing activities 1,822,910 19,785
Financing activities
Proceeds from new bank loans 20(b) 1,200,000 292,700
Repayment of bank loans 20(b) (545,407) (428,470)
Capital element of finance lease rentals paid 20(b) (8,630) (24,397)
Capital contributions from non-controlling interests - 224,000
Payment for transactions costs for the deemed disposal of a subsidiary - (3,830)
Payment for shares repurchased 27(a)(iii) (49,351) -
Proceeds from exercise of share options 93,927 -
Proceeds from issuance of convertible bonds - 200,000
Payment for redemption of convertible bonds 26(h) (235,971) -
Finance cost paid on convertible bonds 26(g) (10,000) -
Dividends paid 27(a)(ii) (1,002,201) -
Other borrowing costs paid 20(b) (21,350) (3,752)
Net cash (used in)/generated from financing activities (578,983) 256,251
Net increase in cash and cash equivalents 1,371,646 324,264
Cash and cash equivalents at 1 January 503,622 186,860
Effect of foreign exchange rate changes 25,858 (7,502)
Cash and cash equivalents at 31 December 1,901,126 503,622
Cash and cash equivalents as at 31 December, represented by:
Cash and cash equivalents 20 1,901,126 152,380
Cash and cash equivalents included in assets of disposal

group classified as held for sale 34 - 351,242
Cash and cash equivalents at 31 December 20 1,901,126 503,622
The notes on pages 80 to 154 form part of these financial statements.
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Notes to the Financial Statements

1

Corporate information

Orange Sky Golden Harvest Entertainment (Holdings) Limited (“the Company”) is a limited liability company
incorporated in Bermuda. The registered office of the Company is located at Clarendon House, 2 Church Street,
Hamilton HM 11, Bermuda.

The principal activity of the Company is investment holding. The principal activities of the Company and its subsidiaries
(together “the Group”), its associates and its joint ventures consist of worldwide film and video distribution, film
exhibition in Hong Kong, Mainland China, Taiwan and Singapore, film and television programme production in Hong
Kong and Mainland China and provision of advertising and consultancy services in Hong Kong, Mainland China,
Taiwan and Singapore. The Group completed the disposal of its film exhibition business in Mainland China on 28 July
2017 as set out in note 34 to the financial statements. The other particulars and principal activities of the subsidiaries
are set out in note 12 to the financial statements.

Significant accounting policies
(a) Statement of compliance

These financial statements have been prepared in accordance with all applicable Hong Kong Financial Reporting
Standards (“HKFRSs"”), which collective term includes all applicable individual HKFRSs, Hong Kong Accounting
Standards (“HKASs") and Interpretations issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA™), accounting principles generally accepted in Hong Kong and the disclosure requirements of the
Hong Kong Companies Ordinance. These financial statements also comply with the applicable disclosure
provisions of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”). Significant accounting policies adopted by the Group are disclosed below.

The HKICPA has issued certain new and revised HKFRSs that are first effective or available for early adoption for
the current accounting period of the Group. Note 2(c) provides information on any changes in accounting
policies resulting from initial application of these developments to the extent that they are relevant to the Group
for the current and prior accounting periods reflected in these financial statements.

(b) Basis of preparation of the financial statements

The consolidated financial statements for the year ended 31 December 2017 comprise the Group and the
Group's interest in associates and joint ventures.

The measurement basis used in the preparation of the financial statements is the historical cost basis except that
the following assets and liabilities are stated at their fair values as explained in the accounting policies set out
below:

— investment properties (see note 2()));

—  other leasehold land and buildings, where the leasehold land is classified as being held under a finance
lease (see notes 2(k) and (m));

— financial instruments classified as available-for-sale or as trading securities (see note 2(g)); and
—  derivative financial instruments (see note 2(i)).

Non-current assets and disposal groups held for sale are stated at the lower of carrying amount and fair value
less costs to sell (see note 2(cc)).

The preparation of financial statements in conformity with HKFRSs requires management to make judgements,
estimates and assumptions that affect the application of policies and reported amounts of assets, liabilities,
income and expenses. The estimates and associated assumptions are based on historical experience and various
other factors that are believed to be reasonable under the circumstances, the results of which form the basis of
making the judgements about carrying values of assets and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates.

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

2

Significant accounting policies (continued)

(b)

(c)

(d)

Basis of preparation of the financial statements (continued)

Judgements made by management in the application of HKFRSs that have significant effect on the financial
statements and major sources of estimation uncertainty are discussed in note 35.

Changes in accounting policies

The HKICPA has issued a number of amendments to HKFRSs that are first effective for the current accounting
period of the Group. None of these impact on the accounting policies of the Group. However, additional
disclosure has been included in note 20(b) to satisfy the new disclosure requirements introduced by the
amendments to HKAS 7, Statement of cash flows: Disclosure initiative, which require entities to provide
disclosures that enable users of financial statements to evaluate changes in liabilities arising from financing
activities, including both changes arising from cash flows and non-cash changes.

The Group has not applied any new standard or interpretation that is not yet effective for the current accounting
period.

Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed, or has rights,
to variable returns from its involvement with the entity and has the ability to affect those returns through its
power over the entity. When assessing whether the Group has power, only substantive rights (held by the Group
and other parties) are considered.

An investment in a subsidiary is consolidated into the consolidated financial statements from the date that
control commences until the date that control ceases. Intra-group balances and transactions and cash flows and
any unrealised profits arising from intra-group transactions are eliminated in full in preparing the consolidated
financial statements. Unrealised losses resulting from intra-group transactions are eliminated in the same way as
unrealised gains but only to the extent that there is no evidence of impairment.

Non-controlling interests represent the equity in a subsidiary not attributable directly or indirectly to the
Company, and in respect of which the Group has not agreed any additional terms with the holders of those
interests which would result in the Group as a whole having a contractual obligation in respect of those interests
that meets the definition of a financial liability. For each business combination, the Group can elect to measure
any non-controlling interests either at fair value or at the non-controlling interests’ proportionate share of the
subsidiary’s net identifiable assets.

Non-controlling interests are presented in the consolidated statement of financial position within equity,
separately from equity attributable to the equity shareholders of the Company. Non-controlling interests in the
results of the Group are presented on the face of the consolidated income statement and the consolidated
statement of comprehensive income as an allocation of the total profit or loss and total comprehensive income
for the year between non-controlling interests and the equity shareholders of the Company. Loans from holders
of non-controlling interests and other contractual obligations towards these holders are presented as financial
liabilities in the consolidated statement of financial position in accordance with notes 2(t) or (u) depending on
the nature of the liability.

Changes in the Group’s interests in a subsidiary that do not result in a loss of control are accounted for as equity
transactions, whereby adjustments are made to the amounts of controlling and non-controlling interests within
consolidated equity to reflect the change in relative interests, but no adjustments are made to goodwill and no
gain or loss is recognised.

When the Group loses control of a subsidiary, it is accounted for as a disposal of the entire interest in that
subsidiary, with a resulting gain or loss being recognised in profit or loss. Any interest retained in that former
subsidiary at the date when control is lost is recognised at fair value and this amount is regarded as the fair value
on initial recognition of a financial asset (see note 2(g)) or, when appropriate, the cost on initial recognition of
an investment in an associate or joint venture (see note 2(e)).

In the Company’s statement of financial position, an investment in a subsidiary is stated at cost less impairment
losses (see note 2(n)).
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Significant accounting policies (continued)
(e) Associates and joint ventures

()

An associate is an entity in which the Group or Company has significant influence, but not control or joint
control, over its management, including participation in the financial and operating policy decisions.

A joint venture is an arrangement whereby the Group or Company and other parties contractually agree to
share control of the arrangement, and have rights to the net assets of the arrangement.

An investment in an associate or a joint venture is accounted for in the consolidated financial statements under
the equity method, unless it is classified as held for sale (or included in a disposal group that is classified as held
for sale). Under the equity method, the investment is initially recorded at cost, adjusted for any excess of the
Group's share of the acquisition-date fair values of the investee’s identifiable net assets over the cost of the
investment (if any). Thereafter, the investment is adjusted for the post acquisition change in the Group’s share of
the investee’s net assets and any impairment loss relating to the investment (see notes 2(f) and (n)). Any
acquisition-date excess over cost, the Group'’s share of the post-acquisition, post-tax results of the investees and
any impairment losses for the year are recognised in the consolidated income statement, whereas the Group’s
share of the post-acquisition post-tax items of the investees’ other comprehensive income is recognised in the
consolidated statement of comprehensive income.

When the Group's share of losses exceeds its interest in the associate or the joint venture, the Group’s interest is
reduced to nil and recognition of further losses is discontinued except to the extent that the Group has incurred
legal or constructive obligations or made payments on behalf of the investee. For this purpose, the Group’s
interest is the carrying amount of the investment under the equity method together with the Group’s long-term
interests that in substance form part of the Group’s net investment in the associate or the joint venture.

Unrealised profits and losses resulting from transactions between the Group and its associates and joint ventures
are eliminated to the extent of the Group's interest in the investee, except where unrealised losses provide
evidence of an impairment of the asset transferred, in which case they are recognised immediately in profit or
loss.

If an investment in an associate becomes an investment in a joint venture or vice versa, the retained interest is
not remeasured. Instead, the investment continues to be accounted for under the equity method.

In all other cases, when the Group ceases to have significant influence over an associate or joint control over a
joint venture, it is accounted for as a disposal of the entire interest in that investee, with a resulting gain or loss
being recognised in profit or loss. Any interest retained in that former investee at the date when significant
influence or joint control is lost is recognised at fair value and this amount is regarded as the fair value on initial
recognition of a financial asset (see note 2(g)).

Goodwill
Goodwill represents the excess of

(i) the aggregate of the fair value of the consideration transferred, the amount of any non-controlling
interest in the acquiree and the fair value of the Group’s previously held equity interest in the acquiree,
over

(i) the net fair value of the accquiree’s identifiable assets and liabilities measured as at the acquisition date.

When (i) is greater than (i), then this excess is recognised immediately in profit or loss as a gain on a bargain
purchase.

Goodwill is stated at cost less accumulated impairment losses. Goodwill arising on a business combination is
allocated to each cash-generating unit, or groups of cash-generating units, that is expected to benefit from the
synergies of the combination and is tested annually for impairment (see note 2(n)).

On disposal of a cash-generating unit during the year, any attributable amount of purchased goodwill is included
in the calculation of the profit or loss on disposal.
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Significant accounting policies (continued)

(9)

(h)

0]

()

Other investments in equity securities

The Group’s and the Company’s policies for investments in equity securities, other than investments in
subsidiaries, associates and joint ventures, are as follows:

Investments in equity securities are initially stated at fair value, which is their transaction price unless it is
determined that the fair value at initial recognition differs from the transaction price and that fair value is
evidenced by a quoted price in an active market for an identical asset or liability or based on a valuation
technigue that uses only data from observable markets. Cost includes attributable transaction costs.

Investments in equity securities are classified as available-for-sale securities. At the end of each reporting period
the fair value is remeasured, with any resultant gain or loss being recognised in other comprehensive income
and accumulated separately in equity in the fair value reserve. As an exception to this, investments in equity
securities that do not have a quoted price in an active market for an identical instrument and whose fair value
cannot otherwise be reliably measured are recognised in the statement of financial position at cost less
impairment losses (see note 2(n)). Dividend income from equity securities is recognised in profit or loss in
accordance with the policies set out in note 2(y)(ix).

When the investments are derecognised or impaired (see note 2(n)), the cumulative gain or loss recognised in
equity is reclassified to profit or loss. Investments are recognised/derecognised on the date the Group and/or the
Company commits to purchase/sell the investments or they expire.

Other financial liabilities

Other financial liabilities are initially measured at fair value. Subsequent to initial recognition, other financial
liabilities are measured at amortised cost, using the effective interest method. The related interest expense is
recognised in profit or loss. Gains or losses are recognised in profit or loss when the liabilities are derecognised
as well as through the amortisation process.

Derivative financial instruments

Derivative financial instruments are recognised initially at fair value. At the end of each reporting period the fair
value is remeasured. The gain or loss on remeasurement to fair value is recognised immediately in profit or loss.

Investment properties

Investment properties are land and/or buildings which are owned or held under a leasehold interest (see note
2(m)) to earn rental income and/or for capital appreciation. These include land held for a currently undetermined
future use and property that is being constructed or developed for future use as investment property.

Investment properties are stated at fair value, unless they are still in the course of construction or development
at the end of the reporting period and their fair value cannot be reliably measured at that time. Any gain or loss
arising from a change in fair value or from the retirement or disposal of investment property is recognised in
profit or loss. Rental income from investment properties is accounted for as described in note 2(y)(vii).

When the Group holds a property interest under an operating lease to earn rental income and/or for capital
appreciation, the interest is classified and accounted for as an investment property on a property-by-property
basis. Any such property interest which has been classified as an investment property is accounted for as if it
were held under a finance lease (see note 2(m)), and the same accounting policies are applied to that interest as
are applied to other investment properties leased under finance leases. Lease payments are accounted for as
described in note 2(m).
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Significant accounting policies (continued)

(k)

Other property, plant and equipment

The following items of property, plant and equipment are stated at cost less accumulated depreciation and
impairment losses (see note 2(n)):

—  buildings held for own use which are situated on leasehold land, classified as held under operating leases
(see note 2(m));

— machinery and equipment classified as being held under finance leases (see note 2(m)); and
—  other items of plant and equipment, other than construction in progress.

The cost of an item of property, plant and equipment comprises its purchase price and any directly attributable
costs of bringing the asset to its working condition and location for its intended use. Expenditure incurred after
items of property, plant and equipment have been put into operation, such as repairs and maintenance costs is
normally charged to profit or loss 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 an item of property, plant and equipment and where the cost of the item can be
measured realisably, the expenditure is capitalised as an additional cost of that asset or as a replacement.

Construction in progress represents an asset under construction, which is stated at cost less any impairment
losses, and is not depreciated. Cost comprises the direct costs of construction during the period of construction.
Construction in progress is reclassified to the appropriate category of property, plant and equipment when
completed and ready for use.

Gains or losses arising from the retirement or disposal of an item of property, plant and equipment are
determined as the difference between the net disposal proceeds and the carrying amount of the item and are

recognised in profit or loss on the date of retirement or disposal.

Depreciation is calculated to write off the cost of items of property, plant and equipment less their estimated
residual value, if any, using the straight line method, at the following rates per annum:

—  Leasehold land classified as held under Over the remaining lease term
finance leases

—  Buildings 2.5%-10.0%

—  Leasehold improvements Over the shorter of the lease term or its useful life

—  Machinery and equipment 6.7%-33.3%
—  Furniture and fixtures 8.3%-20.0%
—  Motor vehicles 20.0%

Where parts of an item of property, plant and equipment have different useful lives, the cost of the item is
allocated on a reasonable basis between the parts and each part is depreciated separately. Both the useful life of
an asset and its residual value, if any, are reviewed annually.

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED / ANNUAL REPORT 2017



Notes to the Financial Statements

2

Significant accounting policies (continued)
() Intangible assets (other than goodwill)

()

(i)

(iii)

Club memberships

Club memberships are stated in the consolidated statement of financial position at cost less impairment
losses (see note 2(n)). Cost includes fees and expenses directly related to the acquisition of the club
memberships.

Any gain or loss arising from disposal of club memberships is recognised in profit or loss.

Trademarks
Trademarks acquired in a business combination are recognised at fair value at the acquisition date.

Trademarks are stated in the consolidated statement of financial position at cost less impairment losses
(see note 2(n)). Trademarks with indefinite useful lives are not amortised until their useful lives are
determined to be finite. Any conclusion that the useful life of trademarks is indefinite is reviewed annually
to determine whether events and circumstances continue to support the indefinite useful life assessment.

Customer relationships

Customer relationships acquired in a business combination are recognised at fair value at the acquisition
date.

Customer relationships with finite useful lives are stated in the consolidated statement of financial position
at cost less accumulated amortisation and impairment losses (see note 2(n)). Amortisation is calculated to
write off the cost of customer relationships less their estimated residual value, if any, using the straight
line method, over their estimated useful lives of 5 years.

Both the period and method of amortisation are viewed annually.

(m) Leased assets

An arrangement, comprising a transaction or a series of transactions, is or contains a lease if the Group
determines that the arrangement conveys a right to use a specific asset or assets for an agreed period of time in
return for a payment or a series of payments. Such a determination is made based on an evaluation of the
substance of the arrangement and is regardless of whether the arrangement takes the legal form of a lease.

()

Classification of assets leased to the Group

Assets that are held by Group under leases which transfer to the Group substantially all the risks and
rewards of ownership are classified as being held under finance leases. Leases which do not transfer
substantially all the risks and rewards of ownership to the Group are classified as operating leases, with
the following exceptions:

—  property held under operating leases that would otherwise meet the definition of an investment
property is classified as investment property on a property-by-property basis and, if classified as
investment property, is accounted for as if held under a finance lease (see note 2(j)); and

— land held for own use under an operating lease, the fair value of which cannot be measured
separately from the fair value of a building situated thereon at the inception of the lease, is
accounted for as being held under a finance lease, unless the building is also clearly held under an
operating lease. For these purposes, the inception of the lease is the time that the lease was first
entered into by the Group, or taken over from the previous lessee.
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Significant accounting policies (continued)
(m) Leased assets (continued)

(i)

(iii)

Operating lease charges

Where the Group has the use of assets held under operating leases, payments made under the leases are
charged to profit or loss in equal instalments over the accounting periods covered by the lease term,
except where an alternative basis is more representative of the pattern of benefits to be derived from the
leased asset. Lease incentives received are recognised in profit or loss as an integral part of the aggregate
net lease payments made. Contingent rentals are charged to profit or loss in the accounting period in
which they are incurred.

The cost of acquiring land held under an operating lease is amortised on a straight-line basis over the
period of the lease term except where the property is classified as an investment property (see note 2(j)).

Assets acquired under finance leases

Where the Group acquires the use of assets under finance leases, the amounts representing the fair value
of the leased asset, or, if lower, the present value of the minimum lease payments, of such assets are
recognised as property, plant and equipment and the corresponding liabilities, net of finance charges, are
recorded as obligations under finance leases. Depreciation is provided at rates which write off the cost or
valuation of the assets over the term of the relevant lease or, where it is likely the Group will obtain
ownership of the asset, the life of the asset, as set out in note 2(k). Impairment losses are accounted for in
accordance with the accounting policy as set out in note 2(n). Finance charges implicit in the lease
payments are charged to profit or loss over the period of the leases so as to produce an approximately
constant periodic rate of charge on the remaining balance of the obligations for each accounting period.
Contingent rentals are charged to profit or loss in the accounting period in which they are incurred.

(n) Impairment of assets

()

Impairment of investments in equity securities and other receivables

Investments in equity securities and other current and non-current receivables that are stated at cost or
amortised cost or are classified as available-for-sale securities are reviewed at the end of each reporting
period to determine whether there is objective evidence of impairment. Objective evidence of impairment
includes observable data that comes to the attention of the Group about one or more of the following
loss events:

—  significant financial difficulty of the debtor;
— abreach of contract, such as a default or delinquency in interest or principal payments;
— it becoming probable that the debtor will enter bankruptcy or other financial reorganisation;

—  significant changes in the technological, market, economic or legal environment that have an
adverse effect on the debtor; and

— a significant or prolonged decline in the fair value of an investment in an equity instrument below
its cost.

If any such evidence exists, any impairment loss is determined and recognised as follows:

—  For investments in associates and joint ventures accounted for under the equity method in the
consolidated financial statements (see note 2(e)), the impairment loss is measured by comparing the
recoverable amount of the investment with its carrying amount in accordance with note 2(n)ii). The
impairment loss is reversed if there has been a favourable change in the estimates used to determine
the recoverable amount in accordance with note 2(n)(ii).

—  For unquoted equity securities carried at cost, the impairment loss is measured as the difference
between the carrying amount of the financial asset and the estimated future cash flows, discounted
at the current market rate of return for a similar financial asset where the effect of discounting is
material. Impairment losses for equity securities carried at cost are not reversed.
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2 Significant accounting policies (continued)

(n) Impairment of assets (continued)
() Impairment of investments in equity securities and other receivables (continued)

—  For trade and other current receivables and other financial assets carried at amortised cost, the
impairment loss is measured as the difference between the asset’s carrying amount and the present
value of estimated future cash flows, discounted at the financial asset’s original effective interest
rate (i.e. the effective interest rate computed at initial recognition of these assets), where the effect
of discounting is material. This assessment is made collectively where these financial assets share
similar risk characteristics, such as similar past due status, and have not been individually assessed as
impaired. Future cash flows for financial assets which are assessed for impairment collectively are
based on historical loss experience for assets with credit risk characteristics similar to the collective

group.

If in a subsequent period, the amount of an impairment loss decreases and the decrease can be
linked objectively to an event occurring after the impairment loss was recognised, the impairment
loss is reversed through profit or loss. A reversal of an impairment loss shall not result in the asset’s
carrying amount exceeding that which would have been determined had no impairment loss been
recognised in prior years.

—  For available-for-sale securities, the cumulative loss that has been recognised in the fair value reserve
is reclassified to profit or loss. The amount of the cumulative loss that is recognised in profit or loss
is the difference between the acquisition cost (net of any principal repayment and amortisation) and
current fair value, less any impairment loss on that asset previously recognised in profit or loss.

Impairment losses recognised in profit or loss in respect of available-for-sale equity securities are not
reversed through profit or loss. Any subsequent increase in the fair value of such assets is recognised
in other comprehensive income.

Impairment losses are written off against the corresponding assets directly, except for impairment losses
recognised in respect of trade debtors included within trade and other receivables, whose recovery is
considered doubtful but not remote. In this case, the impairment losses for doubtful debts are recorded
using an allowance account. When the Group is satisfied that recovery is remote, the amount considered
irrecoverable is written off against trade debtors directly and any amounts held in the allowance account
relating to that debt are reversed. Subsequent recoveries of amounts previously charged to the allowance
account are reversed against the allowance account. Other changes in the allowance account and
subsequent recoveries of amounts previously written off directly are recognised in profit or loss.

(i) Impairment of other assets
Internal and external sources of information are reviewed at the end of each reporting period to identify

indications that the following assets may be impaired or, except in the case of goodwill, an impairment
loss previously recognised no longer exists or may have decreased:

—  Property, plant and equipment;

—  pre-paid interests in leasehold land classified as being held under an operating lease;

—  film rights;

—  goodwill;

— intangible assets (other than goodwill); and

— investments in subsidiaries in the Company’s statement of financial position.

If any such indication exists, the asset’s recoverable amount is estimated. In addition, for goodwill and

intangible assets that have indefinite useful lives, the recoverable amount is estimated annually whether or
not there is any indication of impairment.
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2 Significant accounting policies (continued)
(n) Impairment of assets (continued)

(i)

(iii)

Impairment of other assets (continued)

Calculation of recoverable amount

The recoverable amount of an asset is the greater of its fair value less costs of disposal and value in
use. In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset. Where an asset does not generate cash inflows largely
independent of those from other assets, the recoverable amount is determined for the smallest
group of assets that generates cash inflows independently (i.e. a cash-generating unit).

Recognition of impairment losses

An impairment loss is recognised in profit or loss if the carrying amount of an asset, or the cash-
generating unit to which it belongs, exceeds its recoverable amount. Impairment losses recognised
in respect of cash-generating units are allocated first to reduce the carrying amount of any goodwill
allocated to the cash-generating unit (or group of units) and then, to reduce the carrying amount of
the other assets in the unit (or group of units) on a pro rata basis, except that the carrying value of
an asset will not be reduced below its individual fair value less costs of disposal (if measurable), or
value in use (if determinable).

Reversals of impairment losses

In respect of assets other than goodwill, an impairment loss is reversed if there has been a
favourable change in the estimates used to determine the recoverable amount. An impairment loss
in respect of goodwill is not reversed.

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

Interim financial reporting and impairment

Under the Listing Rules, the Group is required to prepare an interim financial report in compliance with
HKAS 34, Interim financial reporting, in respect of the first six months of the financial year. At the end of
the interim period, the Group applies the same impairment testing, recognition, and reversal criteria as it
would at the end of the financial year (see note 2(n)).

Impairment losses recognised in an interim period in respect of goodwill, available-for-sale equity securities
and unquoted equity securities carried at cost are not reversed in a subsequent period. This is the case
even if no loss, or a smaller loss, would have been recognised had the impairment been assessed only at
the end of the financial year to which the interim period relates. Consequently, if the fair value of an
available-for-sale equity security increases in the remainder of the annual period, or in any other period
subsequently, the increase is recognised in other comprehensive income and not profit or loss.
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2

Significant accounting policies (continued)

(o)

(p)

(a)

Inventories

Inventories are carried at the lower of cost and net realisable value.

Cost is determined using a first-in, first-out basis and comprises 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 the estimated selling price in the ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those inventories is recognised as an expense in the period in
which the related revenue is recognised. The amount of any write-down of inventories to net realisable value
and all losses of inventories are recognised as an expense in the period the write-down of loss occurs. The
amount of any reversal of any write-down of inventories is recognised as a reduction in the amount of
inventories recognised as an expense in the period in which the reversal occurs.

Film rights
(i) Film rights

Film rights represent films and television drama series and are stated at cost less accumulated amortisation
and impairment losses (see note 2(n)).

Amortisation of film rights is charged to profit or loss based on the proportion of actual income earned
during the year to the total estimated income from the sale of film rights.

(i) Film production in progress
Film production in progress represents films under production and is stated at cost less any impairment
losses (see note 2(n)). Costs include all direct costs associated with the production of films. Impairment
losses are made for costs which are in excess of the expected future revenue to be generated by these
films. Costs are transferred to self-produced programmes upon completion.

(i) Self-produced programmes

Self-produced programmes are stated at cost, comprising direct expenditure and an attributable portion
of direct production overheads, less accumulated amortisation and impairment losses (see note 2(n)).
Amortisation is charged to profit or loss based on the proportion of actual income earned during the year
to the total estimated income from the sale of the self-produced programmes.

(iv)  Investments in film/drama production

Investments in film/drama production are stated initially at cost and adjusted thereafter for the net income
derived from the investments less any accumulated impairment losses (see note 2(n)).

Trade and other receivables

Trade and other receivables are initially recognised at fair value and thereafter stated at amortised cost using the
effective interest method, less allowance for impairment of doubtful debts (see note 2(n)) except where the
receivables are interest-free loans made to related parties without any fixed repayment terms or the effect of
discounting would be immaterial. In such cases, the receivables are stated at cost less allowance for impairment
of doubtful debts.
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Significant accounting policies (continued)

(r)

(s)

(®)

Convertible bonds

Convertible bonds that can be converted to equity share capital at the option of the holder, where the number
of shares that would be issued on conversion and the value of the consideration that would be received at that
time do not vary, are accounted for as compound financial instruments which contain both a liability component
and an equity component.

At initial recognition the liability component of the convertible bonds is measured as the present value of the
future interest and principal payments, discounted at the market rate of interest applicable at the time of initial
recognition to similar liabilities that do not have a conversion option. Any excess of proceeds over the amount
initially recognised as the liability component is recognised as the equity component. Transaction costs that
relate to the issue of a compound financial instrument are allocated to the liability and equity components in
proportion to the allocation of proceeds.

The liability component is subsequently carried at amortised cost. The interest expense recognised in profit or
loss on the liability component is calculated using the effective interest method. The equity component is
recognised in the convertible bonds equity reserve until either the bond is converted or redeemed.

If the bond is converted, the convertible bonds equity reserve, together with the carrying amount of the liability
component at the time of conversion, is transferred to share capital and share premium as consideration for the
shares issued. If the bond is redeemed, the convertible bonds equity reserve is released directly to retained
profits.

When the convertible bonds with an equity component are extinguished before maturity through an early
redemption or repurchase by the issuer in which the original conversion privileges are unchanged, the
consideration and transaction costs paid for the redemption or repurchase is allocated to the liability and equity
components of the instrument at the date of the transaction. The method used in allocating the consideration
and transaction costs paid to the separate components is consistent with that used in the original allocation to
separate components of the proceeds received when the convertible bonds was issued. The difference between
the carrying amount of the liability component and the liability component from the allocation of consideration
and transaction costs paid for the redemption or repurchase is recognised in the consolidated income statement,
whereas the difference between the carrying amount of the equity component and the equity component from
the allocation of consideration and transaction costs paid for the redemption or repurchase is recognised in
equity.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand, demand deposits with banks and other financial
institutions and short-term, highly liquid investments that are readily convertible into known amounts of cash
and which are subject to an insignificant risk of changes in value, having been within three months of maturity
at acquisition. Bank overdrafts that are repayable on demand and form an integral part of the Group’s cash
management are also included as a component of cash and cash equivalents for the purpose of the consolidated
statement of cash flows.

Trade and other payables

Trade and other payables are initially recognised at fair value. Except for financial guarantee liabilities measured
in accordance with note 2(x)(i), trade and other payables are subsequently stated at amortised cost unless the
effect of discounting would be immaterial, in which case they are stated at cost.
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Significant accounting policies (continued)

(u)

(v)

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent to
initial recognition, interest-bearing borrowings are stated at amortised cost with any difference between the
amount initially recognised and redemption value being recognised in profit or loss over the period of the
borrowings, together with any interest and fees payable, using the effective interest method.

Employee benefits

()

(ii)

(iii)

Short term employee benefits and contributions to defined contribution retirement plans

Salaries, annual bonuses, paid annual leave, contributions to defined contribution retirement plans and
the cost of non-monetary benefits are accrued in the year in which the associated services are rendered by
employees. Where payment or settlement is deferred and the effect would be material, these amounts are
stated at their present values.

Share-based payments

The fair value of share options granted to employees is recognised as an employee cost with a
corresponding increase in a capital reserve within equity. The fair value is measured at grant date using
the Black-Scholes option-pricing model, taking into account the terms and conditions upon which the
options were granted. Where the employees have to meet vesting conditions before becoming
unconditionally entitled to the options, the total estimated fair value of the share options is spread over
the vesting period, taking into account the probability that the options will vest.

During the vesting period, the number of share options that is expected to vest is reviewed. Any resulting
adjustment to the cumulative fair value recognised in prior years is charged/credited to profit or loss for
the year of the review, unless the original employee expenses qualify for recognition as an asset, with a
corresponding adjustment to the capital reserve. On the vesting date, the amount recognised as an
expense is adjusted to reflect the actual number of options that vest (with a corresponding adjustment to
the capital reserve) except where forfeiture is only due to not achieving vesting conditions that relate to
the market price of the Company’s shares. The equity amount is recognised in the capital reserve until
either the option is exercised (when it is included in the amount recognised in share capital for the share
issued) or the option expires (when it is released directly to retained profits).

Retirement benefit schemes

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 profit or loss 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 independently
administered fund.

The employees of the Group’s subsidiaries which operate in the Mainland China are members of the state-
sponsored retirement scheme (the “State Scheme”) operated by the government. Contributions to the
State Scheme are made based on a percentage of the employees’ basic salaries and are charged to profit
or loss as they became payable in accordance with the rules of the State Scheme.
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Significant accounting policies (continued)
(w) Income tax

0

(ii)

(iii)

Income tax for the year comprises current tax and movements in deferred tax assets and liabilities. Current
tax and movements in deferred tax assets and liabilities are recognised in profit or loss except to the extent
that they relate to items recognised in other comprehensive income or directly in equity, in which case the
relevant amounts of tax are recognised in other comprehensive income or directly in equity, respectively.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at the end of the reporting period, and any adjustment to tax payable in respect of
previous years.

Deferred tax assets and liabilities arise from deductible and taxable temporary differences respectively,
being the differences between the carrying amounts of assets and liabilities for financial reporting
purposes and their tax bases. Deferred tax assets also arise from unused tax losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax liabilities and all deferred tax assets, to the extent
that it is probable that future taxable profits will be available against which the asset can be utilised, are
recognised. Future taxable profits that may support the recognition of deferred tax assets arising from
deductible temporary differences include those that will arise from the reversal of existing taxable
temporary differences, provided those differences relate to the same taxation authority and the same
taxable entity, and are expected to reverse either in the same period as the expected reversal of the
deductible temporary difference or in periods into which a tax loss arising from the deferred tax asset can
be carried back or forward. The same criteria are adopted when determining whether existing taxable
temporary differences support the recognition of deferred tax assets arising from unused tax losses and
credits, that is, those differences are taken into account if they relate to the same taxation authority and
the same taxable entity, and are expected to reverse in a period, or periods, in which the tax loss or credit
can be utilised.

The limited exceptions to recognition of deferred tax assets and liabilities are those temporary differences
arising from goodwill not deductible for tax purposes, the initial recognition of assets or liabilities that
affect neither accounting nor taxable profit (provided they are not part of a business combination) and
temporary differences relating to investments in subsidiaries to the extent that, in the case of taxable
differences, the Group controls the timing of the reversal and it is probable that the differences will not
reverse in the foreseeable future, or in the case of deductible differences, unless it is probable that they
will reverse in the future.

Where investment properties are carried at their fair value in accordance with the accounting policy set
out in note 2(j), the amount of deferred tax recognised is measured using the tax rates that would apply
on sale of those assets at their carrying values at the reporting date unless the property is depreciable and
is held within a business model whose objective is to consume substantially all of the economic benefits
embodied in the property over time, rather than through sale. In all other cases, the amount of deferred
tax recognised is measured based on the expected manner of realisation or settlement of the carrying
amounts of the assets and liabilities, using tax rates enacted or substantively enacted at the end of the
reporting period. Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at the end of each reporting period and is reduced
to the extent that it is no longer probable that sufficient taxable profits will be available to allow the
related tax benefit to be utilised. Any such reduction is reversed to the extent that it becomes probable
that sufficient taxable profits will be available.

Additional income taxes that arise from the distribution of dividends are recognised when the liability to
pay the related dividends is recognised.
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2

Significant accounting policies (continued)
(w) Income tax (continued)

(iv)

Current tax balances and deferred tax balances, and movements therein, are presented separately from
each other and are not offset. Current tax assets are offset against current tax liabilities and deferred tax
assets against deferred tax liabilities, if the Company or the Group has the legally enforceable right to set
off current tax assets against current tax liabilities and the following additional conditions are met:

— in the case of current tax assets and liabilities, the Company or the Group intends either to settle on
a net basis, or to realise the asset and settle the liability simultaneously; or

— in the case of deferred tax assets and liabilities, if they relate to income taxes levied by the same
taxation authority on either:

—  the same taxable entity; or

— different taxable entities, which, in each future period in which significant amounts of
deferred tax liabilities or assets are expected to be settled or recovered, intend to realise the
current tax assets and settle the current tax liabilities on a net basis or realise and settle
simultaneously.

(x) Financial guarantees issued, provisions and contingent liabilities

()

(ii)

Financial guarantees issued

Financial guarantees are contracts that require the issuer (i.e. the guarantor) to make specified payments
to reimburse the beneficiary of the guarantee (the “holder”) for a loss the holder incurs because a
specified debtor fails to make payment when due in accordance with the terms of a debt instrument.

Where the Group issues a financial guarantee, the fair value of the guarantee is initially recognised as
deferred income within trade and other payables. The fair value of financial guarantees issued at the time
of issuance is determined by reference to fees charged in an arm’s length transaction for similar services,
when such information is obtainable, or is otherwise estimated by reference to interest rate differentials,
by comparing the actual rates charged by lenders when the guarantee is made available with the
estimated rates that lenders would have charged, had the guarantees not been available, where reliable
estimates of such information can be made. Where consideration is received or receivable for the issuance
of the guarantee, the consideration is recognised in accordance with the Group’s policies applicable to
that category of asset. Where no such consideration is received or receivable, an immediate expense is
recognised in profit or loss on initial recognition of any deferred income.

The amount of the guarantee initially recognised as deferred income is amortised in profit or loss over the
term of the guarantee as income from financial guarantees issued. In addition, provisions are recognised
in accordance with note 2(x)(ii) if and when (i) it becomes probable that the holder of the guarantee will
call upon the Group under the guarantee, and (i) the amount of that claim on the Group is expected to
exceed the amount currently carried in trade and other payables in respect of that guarantee i.e. the
amount initially recognised, less accumulated amortisation.

Other provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or amount when the Group or Company has a
legal or constructive obligation arising as a result of a past event, it is probable that an outflow of
economic benefits will be required to settle the obligation and a reliable estimate can be made. Where the
time value of money is material, provisions are stated at the present value of the expenditure expected to
settle the obligation.

Where it is not probable that an outflow of economic benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations, whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future events are also disclosed as contingent liabilities
unless the probability of outflow of economic benefits is remote.
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2

Significant accounting policies (continued)

(y) Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable. Provided it is probable that the
economic benefits will flow to the Group and the revenue and costs, if applicable, can be measured reliably,
revenue is recognised in profit or loss as follows:

(i) Income from box office takings is recognised when the services have been rendered to the buyers;

(i) Income from film distribution and screen advertising is recognised at the time when the services are
provided;

(i) Income from promotion, advertising, advertising production and agency and consultancy services is
recognised upon the provision of the services;

(iv)  Income from investments in film/drama production is recognised when the films or television programmes
are released for distribution;

(v)  Income from film royalties arising from the assignment of screening rights to television stations and the
granting of rights to manufacture, distribute and sell video cassettes, laser discs, video compact discs and
digital video discs is recognised as accrued royalties when the Group’s right to receive payment is
established;

(vi)  Income from confectionery sales and audio visual sales is recognised at the point of sales when the
confectionery and audio visual products are given to the customers;

(vii)  Rental income receivable under operating leases is recognised in profit or loss in equal instalments over
the periods covered by the lease term, except where an alternative basis is more representative of the
pattern of benefits to be derived from the use of the leased asset. Lease incentives granted are recognised
in profit or loss as an integral part of the aggregate net lease payments receivable. Contingent rentals are
recognised as income in the accounting period in which they are earned,;

(viii) Interest income is recognised as it accrues using the effective interest method,;

(ix)  Dividend income from unlisted investments is recognised when the shareholder’s right to receive payment
is established;

(x)  Income from ticket booking is recognised upon the provision of the services;

(xi)  Income from gift voucher purchases is recognised when customers exchange them for goods/services or
upon expiry;

(xii)  Income from membership fees is recognised in profit or loss in the accounting period covered by the
membership terms; and

(xiii) Government grants are recognised in the consolidated statement of financial position initially when there
is reasonable assurance that they will be received and that the Group will comply with the conditions
attached to them. Grants that compensate the Group for expenses incurred are recognised as income in
profit or loss on a systematic basis in the same periods in which the expenses are incurred. Grants that
compensate the Group for the cost of an asset are deducted from the carrying amount of the asset and
consequently are effectively recognised in profit or loss over the useful life of the asset by way of reduced
depreciation expense.
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2

Significant accounting policies (continued)

(2)

(aa)

Translation of foreign currencies

Foreign currency transactions during the year are translated at the exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign currencies and the financial statements of overseas
subsidiaries, joint ventures and associates are translated at the foreign exchange rates ruling at the end of the
reporting period. Exchange gains and losses are recognised in profit or loss, except for those arising from the
translation of the financial statements of overseas subsidiaries, joint ventures and associates which are taken
directly to the exchange reserve.

Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are
translated using the foreign exchange rates ruling at the transaction dates. Non-monetary assets and liabilities
denominated in foreign currencies that are stated at fair value are translated using the foreign exchange rates
ruling at the dates the fair value was determined.

On disposal of a foreign operation, the cumulative amount of the exchange differences recognised in equity
which relate to that foreign operation is included in the calculation of the profit or loss on disposal.

Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of an asset which
necessarily takes a substantial period of time to get ready for its intended use or sale are capitalised as part of
the cost of that asset. Other borrowing costs are expensed in the period in which they are incurred.

The capitalisation of borrowing costs as part of the cost of a qualifying asset commences when expenditure for
the asset is being incurred, borrowing costs are being incurred and activities that are necessary to prepare the
asset for its intended use or sale are in progress. Capitalisation of borrowing costs is suspended or ceases when
substantially all the activities necessary to prepare the qualifying asset for its intended use or sale are interrupted
or complete.

(bb) Related parties

(@ A person, or a close member of that person’s family, is related to the Group if that person:
(i) has control or joint control over the Group;
(i) has significant influence over the Group; or
(i) is a member of the key management personnel of the Group or the Group's parent.
(b)  An entity is related to the Group if any of the following conditions applies:

(i) The entity and the Group are members of the same Group (which means that each parent,
subsidiary and fellow subsidiary is related to the others).

(i)~ One entity is an associate or joint venture of the other entity (or an associate or joint venture of a
member of a group of which the other entity is a member).

(i)  Both entities are joint ventures of the same third party.

(iv)  One entity is a joint venture of a third entity and the other entity is an associate of the third party.
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2

Significant accounting policies (continued)
(bb) Related parties (continued)

(co)

(b) (continued)

(v)  The entity is a post-employment benefit plan for the benefit of employees of either the Group or an
entity related to the Group.

(vi)  The entity is controlled or jointly controlled by a person identified in (a).

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

(viii)  The entity, or any member of a group of which it is a part, provides key management personnel
services to the Group or to the Group'’s parent.

Close members of the family of a person are those family members who may be expected to influence, or be
influenced by, that person in their dealings with the entity.

Non-current assets held for sale

A non-current asset (or disposal group) is classified as held for sale if it is highly probable that its carrying amount
will be recovered through a sale transaction rather than through continuing use and the asset (or disposal group)
is available for sale in its present condition. A disposal group is a group of assets to be disposed of together as a
group in a single transaction, and liabilities directly associated with those assets that will be transferred in the
transaction.

When the Group is committed to a sale plan involving loss of control of a subsidiary, all the assets and liabilities
of that subsidiary are classified as held for sale when the above criteria for classification as held for sale are met,
regardless of whether the Group will retain a non-controlling interest in the subsidiary after the sale.

Immediately before classification as held for sale, the measurement of the non-current assets (and all individual
assets and liabilities in a disposal group) is brought up-to-date in accordance with the accounting policies before
the classification. Then, on initial classification as held for sale and until disposal, the non-current assets (except
for certain assets as explained below), or disposal groups, are recognised at the lower of their carrying amount
and fair value less costs to sell. The principal exceptions to this measurement policy so far as the financial
statements of the Group and the Company are concerned are deferred tax assets, assets arising from employee
benefits, financial assets (other than investments in subsidiaries, associates and joint ventures) and investment
properties. These assets, even if held for sale, would continue to be measured in accordance with the policies set
out elsewhere in note 2.

Impairment losses on initial classification as held for sale, and on subsequent remeasurement while held for sale,
are recognised in profit or loss. As long as a non-current asset is classified as held for sale, or is included in a
disposal group that is classified as held for sale, the non-current asset is not depreciated or amortised.

(dd) Segment reporting

Operating segments, and the amounts of each segment item reported in the financial statements, are identified
from the financial information provided regularly to the Group’s most senior executive management for the
purposes of allocating resources to, and assessing the performance of, the Group’s various lines of business and
geographical locations.

Individually material operating segments are not aggregated for financial reporting purposes unless the
segments have similar economic characteristics and are similar in respect of the nature of products and services,
the nature of operating processes, the type or class of customers, the methods used to distribute the products or
provide the services, and the nature of the regulatory environment. Operating segments which are not
individually material may be aggregated if they share a majority of these criteria.
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3 Revenue

Revenue represents income from the sale of film, video and television rights, film and TV drama distribution, theatre
operation, promotion and advertising services, agency and consultancy services income, film royalty income and the
proceeds from the sale of audio visual products.

The Group's customer base is diversified and there is no customer with whom transactions have exceeded 10% of the
Group’s revenue. Details of concentrations of credit risk arising from customers are set out in note 28(a) to the
financial statements.

4 Segment reporting

The Group manages its businesses by geography. In @ manner consistent with the way in which information is reported
internally to the Group’s most senior executive management for the purposes of resources allocation and performance
assessment, the Group has presented the following reportable segments. No operating segments have been
aggregated to form the reportable segments, which are as follows:

—  Hong Kong

— Mainland China
— Taiwan

—  Singapore

The results of the Group’s revenue from external customers for entities located in Hong Kong, Mainland China, Taiwan
and Singapore are set out in the table below.

Each of the above reportable segments primarily derive their revenue from film exhibition, film and video distribution,
film and television programme production and the provision of advertising and consultancy services. The reportable
segments, Taiwan and Singapore, represent the Group's share of results of the joint ventures operating in Taiwan and
Singapore, respectively. The joint venture in Singapore was reclassified to a subsidiary on 25 October 2017 following
the acquisition of the remaining 50% equity interest in the joint venture by the Group. For the purposes of assessing
segment performance and allocating resources between segments, the Group’s senior executive management
monitors the revenue and results attributable to each reportable segment on the following bases:

Segment revenue and results

Revenue is allocated to the reportable segments based on the local entities’ location of external customers. Expenses
are allocated to the reportable segments with reference to sales generated by those segments and the expenses
incurred by those geographical locations or which otherwise arise from the depreciation and amortisation of assets
attributable to those segments.

The measure used for reporting segment profit is adjusted operating profit after taxation where net finance costs,
exchange differences and extraordinary items are excluded. To arrive at adjusted operating profit after taxation the
Group's profit is further adjusted for items not specifically attributable to individual segments, such as directors’ and
auditors’ remuneration and head office or corporate administration costs.

In addition to receiving segment information concerning operating profit after taxation, management is provided with
segment information concerning revenue.

Management evaluates performance primarily based on the operating profit including the share of results of joint
ventures of each segment. Intra-segment pricing is generally determined on an arm'’s length basis.
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Segment reporting (continued)

Segment information regarding the Group's revenue and results by geographical market is presented below:

Hong Kong Mainland China Taiwan Singapore Consolidated
2017 2016 2017 2016 2017 2016 2017 2016 2017 2016

HKS'000  HK$'000  HKS'000  HK$'000  HKS'000  HK$'000  HKS'000  HK$'000  HKS'000 HK$'000
Segment revenue
Revenue from external customers
— Exhibition 249,916 236,490 547,383 1,060,593 471,366 447483 492,164 392,599 1,760,829 2,137,170
— Distribution and production 25,746 33,459 442 1,051 8,463 3,053 12,931 1476 47,582 45,039
— Corporate 1,911 1,539 - 4,832 - - - - 1,911 6,371
Reportable segment revenue 277,573 271,488 547,825 1,066,476 479,829 450,541 505,095 400,075 1,810,322 2,188,580
Reportable segment

profit/(loss) 23,548 16,582 (26,754)  (46,188) 30,914 24,180 106,297 62,014 134,005 56,588
Reconciliation — Revenue
Reportable segment revenue 1,810,322 2,188,580
Share of revenue from joint

ventures in Taiwan

and Singapore (796,742)  (850,616)
Elimination of intra-segmental

revenue (939) @)
Others (6,042)  (46,104)
Consolidated revenue 1,006,599 1,291,819
Reconciliation — Profit/(loss)

before taxation
Reportable profit from

external customers 134,005 56,588
Unallocated operating income/

(expenses), net 2,108,131  (115,666)
Non-controlling interests (3,823) (6,159)
Income tax expense/(credit) 309,831 (2,916)
Consolidated profit/(oss)

before taxation 2,548,144 (68,153)
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5 Other revenue and other net income/(loss)
(a) Other revenue

2017 2016

HK$'000 HK$'000

Interest income from bank deposits 19,820 3,538
Rebates from the National Film Development Fund (note (i) 2,637 7,111
Compensation income - 10,296
Miscellaneous income 13,458 23,310
35,915 44,255

Note (i):  In accordance with PRC regulations, operators of cinemas established after 1 January 2004 with more than three
screens are entitled to a rebate of 5% of gross box office takings for the first three years of operation. For the year
ended 31 December 2017, the Group was entitled to rebates from the national film development fund of
RMB2,334,000, equivalent to approximately HK$2,637,000 (2016: RMB6,078,000, equivalent to approximately
HK$7,111,000).

(b) Other net income/(loss)

2017 2016
HK$'000 HK$'000
Losses on disposal of property, plant and equipment (6,167) (5,894)
Gain on disposal of club membership - 207
Gain on disposal of subsidiaries (note 34(b)) 2,201,414 -
Gain on partial deemed disposal of a subsidiary (note 30(g)) 270,762 -
Gain on step acquisition (hote 29(a)) 369,900 -
Reversal of impairment loss on property, plant and equipment (note 717) - 14,122
Fair value (loss)/gain on derivative financial instruments
(notes 19, 30(d) and 30(f)) (70,236) 24,261
Loss on modification of terms of convertible bonds (note 26(e)) (10,515) -
Loss on re-measurement of liability component of
convertible bonds upon early redemption (note 26(h)) (13,570) -
Exchange gain/(loss), net 50,042 (45,156)
Compensation income - 10,110
Others (12,878) 607
2,778,752 (1,743)

BRERRE(EE)ERAR / £, 2017 99



100

Notes to the Financial Statements

6  Profit/(loss) before taxation

Profit/(loss) before taxation is arrived at after charging/(crediting):

(a)

(b)

(0

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED / ANNUAL REPORT 2017

Finance costs

2017 2016
HK$'000 HK$'000
Interest on bank loans 26,807 30,577
Interest on convertible bonds (note 26(i)) 27,819 29,007
Interest on put options to non-controlling interests (note 24) 13,175 1,553
Finance charges on obligations under finance leases 1,810 3,344
Other ancillary borrowing costs 8,224 1,401
Total finance costs on financial liabilities not at
fair value through profit or loss 77,835 65,882
Staff costs (excluding directors’ emoluments (note 8))
2017 2016
HK$'000 HK$'000
Salaries, wages and other benefits (note (i) 159,928 212,080
Contributions to defined contribution retirement plans 3,353 1,460
163,281 213,540
Other items
2017 2016
HK$'000 HK$'000
Cost of inventories 33,789 34,233
Cost of services provided 364,361 478,802
Depreciation of property, plant and equipment (note 71) 28,969 139,418
Amortisation of intangible assets (note 74) 740 -
Amortisation of film rights (note (ii)) (note 17) 6,340 10,431
Reversal of impairment of property, plant and equipment (note 77) - (14,122)
Impairment of goodwill (note 15) 34,000 -
Impairment of film rights (note 77) 19,649 108
Write-off of trade receivables 6,548 -
Impairment of other receivables 10,897 -
Impairment of available-for-sale equity securities 6,210 -
Auditors’ remuneration 5,997 4,952
Operating lease charges in respect of land and buildings
— minimum lease payments 157,447 199,362
— contingent rentals 11,034 31,664
Rental income less direct outgoings (14,395) (14,175)

Notes:

(i) The amount includes provision for long service payments.

(i) The amortisation of film rights for the year is included in “Cost of sales” in the consolidated income statement.
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7 Income tax in the consolidated income statement
(@) Taxation in the consolidated income statement represents:

2017 2016
HK$'000 HK$’000
Current income tax
Provision for Hong Kong tax 1,868 1,163
Provision for overseas tax 326,053 13,572
Over-provision in respect of prior years (1,423) (23)
326,498 14,712
Deferred tax (note 25(b))
Reversal of temporary differences (16,667) (17,628)
309,831 (2,916)

The provision for Hong Kong Profits Tax for 2017 is calculated at 16.5% (2016: 16.5%) of the estimated assessable
profits for the year.

The provision for the Mainland China Corporate Income Tax of the subsidiaries established in the PRC is calculated at
25% (2016: 25%) of the estimated taxable profits for the year.

The provision for Singapore Corporate Income Tax of the subsidiaries incorporated in Singapore is calculated at 17% of
the estimated taxable profits for the year.

The provision of the Mainland China Corporate Income Tax on the gain on disposal of subsidiaries of HK$311,692,000
is calculated at 10% on the difference between the total consideration of the disposal and the cost of equity interest of
the subsidiaries being disposed of.

During the year ended 31 December 2017, the Group paid HK$4,315,000 (2016: HK$7,030,000) for income taxes on
distributed earnings from its joint venture in Taiwan.

During the year ended 31 December 2017, the Group provided HK$3,790,000 (2016: HK$4,082,000) for income taxes

on accumulated earnings generated by its joint venture in Taiwan which will be distributed to the Group in the
foreseeable future.
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7

8

applicable tax rates:

Income tax in the consolidated income statement (continued)
(b) Reconciliation between tax expense/(credit) and profit/(loss) before taxation at

2017 2016
HK$'000 HK$'000
Profit/(loss) before taxation 2,548,144 (68,153)
Notional tax on profit/(loss) before taxation, calculated at the rates
applicable to profit/(losses) in the jurisdictions concerned 307,023 (13,723)
Tax effect of non-deductible expenses 92,697 19,543
Tax effect of non-taxable income (117,822) (13,517)
Tax effect of unused tax losses not recognised 47,141 23,597
Tax effect of profits attributable to associates (222) (244)
Tax effect of profits attributable to joint ventures (12,578) (14,916)
Tax effect of temporary differences unrecognised, net (4,461) (685)
Provision for Taiwan withholding tax for the year (524) (2,948)
Over-provision in prior years (1,423) (23)
Actual tax expense/(credit) 309,831 (2,916)

Directors’ and senior management’s emoluments

Directors’ emoluments disclosed pursuant to section 383(1) of the Hong Kong Companies Ordinance and Part 2 of the
Companies (Disclosure of Information about Benefits of Directors) Regulation is as follows:

Salaries, Equity-
allowances Retirement settled
Directors' and benefits Discretionary scheme share-based 2017
fees in kind bonus contributions Sub-total payments Total
HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HK$'000 HK$'000
(note)
Executive directors
WU, Kebo - 9,813 110,281 13 120,107 25,429 145,536
LI, Pei Sen - 381 55 - 436 - 436
WU, Keyan - 744 70 18 832 - 832
MAQO, Yimin - 2,533 15,577 13 18,223 - 18,223
CHOW, Sau Fong Fiona - 2,586 6,502 18 9,106 - 9,106
Independent non-executive directors
LEUNG, Man Kit 340 - - - 340 - 340
WONG, Sze Wing 240 - - - 240 - 240
FUNG, Chi Man Henry 220 - - - 220 - 220
800 16,057 132,485 162 149,504 25,429 174,933
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8

Directors’ and senior management’s emoluments (continued)

Salaries, Equity-
allowances Retirement settled
Directors’  and benefits  Discretionary scheme share-based 2016
fees in kind bonus  contributions Sub-total payments Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(note)
Executive directors
WU, Kebo - 1,485 - - 1,485 - 1,485
LI, Pei Sen - 351 - - 351 - 351
WU, Keyan - 699 12 18 729 - 729
MAO, Yimin = 2,442 1,702 110 4,254 - 4,254
CHOW, Sau Fong Fiona
(appointed on 3 June 2016) - 1,666 - " 1,677 - 1,677
Independent non-executive directors
LEUNG, Man Kit 330 = - — 330 - 330
HUANG, Shao-Hua George
(resigned on 3 June 2016) 95 - - - 95 - 95
WONG, Sze Wing 240 - - - 240 - 240
FUNG, Chi Man Henry
(appointed on 3 June 2016) 136 - - - 136 - 136
801 6,643 1,714 139 9,297 - 9,297

Note: These represent the estimated value of share options granted to the directors under the Company’s share option scheme. The
value of these share options is measured according to the Group’s accounting policies for equity-settled share-based payment
transactions as set out in note 2(v)(ii).

The details of these benefits in kind, including the principal terms and number of options granted, are disclosed under the
paragraph “Share option scheme” in the directors’ report and note 27(a)(i).

There was no arrangement under which a director waived or agreed to waive any remuneration during the year.
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9 Individuals with highest emoluments

Of the five individuals with highest emoluments, three (2016: three) are directors whose emoluments are disclosed in
note 8 to the financial statements. The aggregate of the emoluments in respect of the other two (2016: two) are as

follows:
2017 2016
HK$'000 HK$'000
Salaries and other emoluments 2,861 3,029
Discretionary bonuses 1,484 498
Retirement scheme contributions 36 36
4,381 3,563

The emoluments of the two (2016: two) individuals with the highest emoluments are within the following bands:

2017 2016

Number of Number of

individuals individuals

HK$1,500,001-HK$2,000,000 1 2
HK$2,500,001-HK$3,000,000 1 -
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10 Earnings/(loss) per share

(a)

(b)

Basic earnings/(loss) per share

The calculation of basic earnings/(loss) per share is based on the earnings/(loss) attributable to equity holders of
the Company of HK$2,242,136,000 (2016: loss of HK$59,078,000) and the weighted average number of
ordinary shares of 2,786,995,888 (2016: 2,742,519,248), in issue during the year, calculated as follows:

Weighted average number of ordinary shares (basic and diluted)

2017 2016
Issued ordinary shares at 1 January 2,742,519,248 2,742,519,248
Effect of shares repurchased (7,704,657) -
Effect of share options exercised 47,724,131 -
Effect of conversion of convertible bonds 4,457,166 -
Weighted average number of ordinary shares at 31 December 2,786,995,888 2,742,519,248

Diluted earnings/(loss) per share

Diluted earnings/(loss) per share is calculated by adjusting the weighted average number of ordinary shares
outstanding to assume exercise or conversion of all dilutive potential ordinary shares. The Company does not
have any dilutive potential ordinary shares as at 31 December 2017 (2016: two categories of dilutive potential
ordinary shares: share options and convertible bonds). The convertible bonds are assumed to have been
converted into ordinary shares and the net loss is adjusted to eliminate the interest expense less the tax effect.
The calculation for share options is determined by the number of shares that could have been acquired at fair
value (determined as the average market price of the Company’s shares for the period) based on the monetary
value of the subscription rights attached to the outstanding share options.

During the year ended 31 December 2017, the convertible bonds have been either converted or redeemed and
the share options were either exercised or expired, including the share options granted to and exercised by a
director during the year ended 31 December 2017. There were no diluted potential shares in existence as at 31
December 2017.

For the year ended 31 December 2016, the potential ordinary shares arising from the assumed conversion of

convertible bonds and exercise of share options were not included in the calculation of adjusted loss per share as
they were anti-dilutive.

F# 2017
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11 Investment properties, other property, plant and equipment and leasehold land
(a) Reconciliation of carrying amount

Machinery
Leasehold and Furniture Motor  Construction Investment Leasehold
Buildings improvements  equipment  and fixtures vehicles  in progress Sub-total properties [and Total

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

Cost or valuation:
At 1 January 2017 1,020 93,109 48,382 12418 2,632 2,888 166,449 41,800 127,998 336,241
Additions - - - - 3218 2,802 6,020 - - 6,020
Disposals - (8,131) (13,796) (2.227) - (@1) (24,195) - - (24,195)
Transfers - - 26 1,402 - (1,628) - - - -
Step acquisition from joint ventures

to subsidiaries (note 29(a)) 97,943 116,419 48,800 22,081 - 2,403 287,646 - 500,090 787,736
Fair value acjustments - - - - - - - 8,200 - 8,200
Exchange adjustments 3300 16,484 11,463 760 85 380 2412 - 3,260 35,732
At31 December 2017 108,263 217,881 95,075 34,434 5,935 6,804 468,392 50,000 631,348 1,149,740
Representing:
Cost 108,263 217,881 95,075 34,434 5935 6,804 468,392 - 631,348 1,099,740
Valuation 2017 - - - - - - - 50,000 - 50,000

108,263 217,881 95,075 34,434 5,935 6,804 468,392 50,000 631,348 1,149,740

Accumulated depreciation,

amortisation and

impairment losses:
At 1 January 2017 585 45,019 33215 5,842 1,488 - 86,209 - 4,249 90,458
Charge for the year 1,083 14112 8,186 3,216 416 - 215713 - 1,39 28,969
Written back on disposals - (6,580) (8.891) (2,039 - - (17,510) - - (17,510)
Exchange adjustments 1923 8,291 7,963 1,125 899 - 20,801 - 800 21,601
At31 December 2017 3,551 61,442 40,533 8,744 2,803 - 17,013 - 6,445 123518
Net book value:
At 31 December 2017 104,712 156,439 54,542 25,690 3132 6,804 351,319 50,000 624,903 1,026,222
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11

Investment properties, other property, plant and equipment and leasehold land
(continued)

(a) Reconciliation of carrying amount (continued)

Machinery
Leasehold and Furniture Motor  Construction Investment Leasehold

Buidings  improvements equipment  and fixtures vehicles in progress Sub-total properties land Total

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Cost or valuation:
At 1 January 2016 25,088 1,148,490 502,319 57,715 5,265 92,046 1,830,923 139,159 127,998 2,098,080
Additions - 150,146 28,660 1,105 - 31,126 211,037 - - 211,037
Acquisition of subsidiaries (note 29(c)) - 1198 132 153 - - 2673 - - 2673
Disposals - (14,192) (3811) (1,815) - - (19.818) - - (19.818)
Transfers - 74,697 28519 239 - (103,455) - - - -
Redlassified as held for sale (note 34(a)) (17,149) (1,214,684) (485,561) (42,732) (2,489) (11,489) (1,774,104) (87,662) - (1,861,766)
Fair value adjustments - - - - - - - (4,949) - (4,949)
Exchange adjustments (919) (52,546) (23,066) 2.247) (144) (5,340) (84,262) (4,748) - (89,010)
At 31 December 2016 7,020 93,109 48382 12418 2632 2,888 166,449 41,800 127998 336,47
Representing:
Cost 7,020 93,109 48382 12418 2632 2,888 166,449 - 127,998 294,447
Valuation 2016 - - - - - - - 41,800 - 41,800

7,020 93,109 48382 12418 2,632 2,888 166,449 41,800 127,998 336,247
Accumulated depreciation,
amortisation and
impairment losses:

At 1 January 2016 8,540 301,866 236,719 25,675 2,636 = 575,436 - 3116 578,552
Charge for the year 197 71503 52,195 6,072 544 - 138,285 - 1133 139418
Written back on disposals - (8572) (3,74 (1,610) - - (13,924) - - (13,924)
Reversal of impairment - (14122) - - - - (14122) - - (14,122)
Reclassified as held for sale (note 34(3)) (9432) (296,264) (239,424) (23,087) (1,562) - (569,769) - - (569,769)
Exchange adjustments (494) (15,392) (12473) (1,208) (130) - (29,697) - - (29,697)
At 31 December 2016 585 45,019 33275 5842 1,488 - 86,209 - 4249 90,458
Net book value:
At 31 December 2016 6,435 48,090 15,107 6,576 1,144 2,888 80,240 41,800 123,749 25,789

0] Impairment

During the year ended 31 December 2016, the property, plant and equipment associated with the
Group's exhibition business in Mainland China were reclassified as held for sale as a result of the potential
disposal of the relevant business as set out in note 34(a). The recoverable amount of the property, plant
and equipment under the disposal group were remeasured immediately before their reclassification as
held for sale. Based on the review, a reversal of impairment of approximately HK$14,122,000 was
recognised in profit or loss. The estimates of the recoverable amount of the property, plant and equipment
were based on their fair value less costs of disposal, using the market approach with reference to revenue
multiples of recent comparable transactions. The fair value on which the recoverable amount is based on
is categorised as a Level 3 measurement.

/ FI 2017
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11

Investment properties, other property, plant and equipment and leasehold land
(continued)

(b) Fair value measurement of properties

0]

Fair value hierarchy

The following table presents the fair values of the Group’s properties measured at the end of the reporting
period on a recurring basis, categorised into the three-level fair value hierarchy as defined in HKFRS 13,
Fair value measurement. The level into which a fair value measurement is classified is determined with
reference to the observability and significance of the inputs used in the valuation technique as follows:

—  Level 1 valuations: Fair value measured using only Level 1 inputs i.e. unadjusted quoted prices in
active markets for identical assets or liabilities at the measurement date.

—  Level 2 valuations: Fair value measured using Level 2 inputs i.e. observable inputs which fail to meet
Level 1, and not using significant unobservable inputs. Unobservable inputs are inputs for which

market data are not available.

—  Level 3 valuations: Fair value measured using significant unobservable inputs.

Fair value at Fair value measurements as at
31 December 31 December 2017 categorised into
2017 Level 1 Level 2 Level 3
HK$'000 HK$'000 HK$°000 HK$°000
Recurring fair value measurement
Investment properties:
— Commercial — Hong Kong 50,000 - 50,000 -
Fair value at Fair value measurements as at
31 December 31 December 2016 categorised into
2016 Level 1 Level 2 Level 3
HK$'000 HK$’'000 HK$’'000 HK$'000
Recurring fair value measurement
Investment properties:
— Commercial — Mainland China 87,662 - - 87,662
— Commercial — Hong Kong 41,800 - 41,800 -

During the year ended 31 December 2017, there were no transfers between Level 1 and Level 2 or
transfers into or out of Level 3 (2016: Nil). The Group’s policy is to recognise transfers between levels of
fair value hierarchy as at the end of the reporting period in which they occur.

The Group's investment property was revalued as at 31 December 2017. The valuations were carried out
by an independent firm of surveyors, RHL Appraisal Limited, who have among their staff with recent
experience in the location and category of properties being valued. The Group’s management has
discussions with the surveyors about the valuation assumptions and valuation results when the valuations
are performed at the end of the reporting period.

During the year ended 31 December 2016, the investment property located in Mainland China was
reclassified as held for sale as set out in the note 34(a).
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11

Investment properties, other property, plant and equipment and leasehold land
(continued)
(b) Fair value measurement of properties (continued)

(i)

Valuation techniques and inputs used in Level 2 fair value measurements

The fair value of the investment property located in Hong Kong is determined using the market
comparison approach by reference to recent sales prices of comparable properties on a price per square
foot basis using market data which is publicly available.

The fair value of the investment property located in Mainland China as at 31 December 2016 was
determined using the market comparison approach by reference to recent sales prices of comparable
properties on a price per square metre basis, adjusted for a premium or a discount specific to the quality
of the Group’s buildings compared to recent sales. A higher premium for higher quality buildings will
result in a higher fair value measurement.

The movements during the year in the balance of these Level 3 fair value measurements are as follows:

2017 2016
HK$'000 HK$°000

Investment property — Commercial — Mainland China
At 1 January 87,662 98,459
Exchange adjustment 2,505 (4,748)
Fair value adjustment - (6,049)
Derecognition upon disposal of subsidiaries (90,167) -
At 31 December - 87,662

Fair value adjustments of investment properties are included in “valuation gain/(losses) on investment
properties” in the consolidated income statement.

All the gain recognised in profit or loss for the year arise from the properties held at the end of the
reporting period.

(c) The analysis of net book value of properties is as follows:

2017 2016
Leasehold land Buildings  Leasehold land Buildings
HK$’000 HK$’000 HK$'000 HK$'000
In Hong Kong
— long leases 122,616 56,259 123,749 48,235
Outside Hong Kong
— long leases 532,974 67,766 - -
655,590 124,025 123,749 48,235
Representing:
Land and buildings carried
at fair value - 50,000 - 41,800
Buildings carried at cost less
accumulated depreciation - 74,025 - 6,435
- 124,025 = 48,235
Interest in leasehold land held for
own use under operating leases 655,590 - 123,749 -
655,590 124,025 123,749 48,235
PN N ) &k / 3k 2017
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12 Interests in subsidiaries

The following list contains only the particulars of principal subsidiaries which affected the results, assets or liabilities of
the Group. The class of shares held is ordinary unless otherwise stated.

All of these are controlled subsidiaries as defined under note 2(d) and have been consolidated into the Group’s
financial statements.

Details of the principal subsidiaries are as follows:

Place of
incorporation/ Particulars of Group's
establishment issued and effective  Principal
Name of company and operation paid up capital interest  activities
I REREREREUEBR DA PRC Registered capital RMB3,000,000 100%  Investment, production
and distribution of
motion pictures and acts
as an advertising agent
Gala Film Distribution Limited Hong Kong 49,990,000 shares and 10,000 100%  Distribution of motion
non-voting deferred shares* pictures
Golden Harvest Cinemas Holding Limited ~ British Virgin Islands 1 share of US$1 100%  Investment holding
Golden Harvest Entertainment British Virgin Islands 1,000 shares of US$1 each 100% Investment holding
International Limited
Golden Harvest Films Distribution British Virgin Islands 1 share of US$1 100%  Investment holding
Holding Limited
Golden Harvest (Marks) Limited British Virgin Islands 1 share of US$1 100%  Holding of trademark
Golden Harvest Treasury Limited British Virgin Islands 1 share of US$1 100%  Provision of finance to
group companies
Golden Screen Limited Hong Kong 8,750,000 shares 100%  Investment holding
Golden Sky Pacific Limited Hong Kong 2 shares 100%  Investment holding
M Cinemas Company Limited Hong Kong 7,000,000 shares 100%  Theatre operation
Orange Sky Golden Harvest Hong Kong 100 shares and 114,000,000 100%  Investment holding
Entertainment Company Limited non voting deferred shares*
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12

Interests in subsidiaries (continued)

Place of
incorporation/ Particulars of Group's
establishment issued and effective  Principal
Name of company and operation paid up capital interest  activities
QOrange Sky Golden Harvest Motion Hong Kong 94,000,000 shares 100%  Film production and
Pictures Company Limited investment holding
Panasia Films Limited Hong Kong 23,000 shares 100%  Distribution of motion
pictures and its related
audio visual products and
acts as an advertising agent
Shanghai Golden Harvest Media PRC Registered capital US$500,000 100%  Distribution of motion
Management Company Limited™ pictures
Dartina Development Limited Hong Kong 31,200,082 shares 100% Investment holding
Golden Village Multiplex Pte Limited Singapore 8,000,000 shares of S$1 each 100%  Theatre operation
Golden Village Pictures Pte Limited Singapore 8,000,000 shares of S$1 each 100%  Distribution of motion

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

Company.

# For Orange Sky Golden Harvest Entertainment Company Limited, the deferred shares carry no rights to dividends and carry the
right to receive half of the surplus on a return of capital exceeding HK$1,000,000,000,000,000. 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.

" The equity interest of the entity is held by PRC nationals on behalf of the Group.

AN

Law.

pictures

Shanghai Golden Harvest Media Management Company Limited is a Sino-foreign equity joint venture enterprise under PRC

F# 2017
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13

Interests in joint ventures
2017 2016
HK$"000 HK$'000
Share of net assets 142,937 201,122

The following list contains the particulars of the Group’s joint venture:

Proportion of ownership interest

Form of Place of Group's
Name of jointly business incorporation  Particulars of issued effective  Held by the Held by Principal
controlled entity structure and operation  and paid up capital interest Company  subsidiaries activity
Vie Show Cinemas Incorporated ~ Taiwan 80,000,000 shares of 35.71% - 35.71% Theatre operation
Co. Ltd. NTD10 each and investment

holding

The joint venture in which the Group participates, which is accounted for using the equity method in the consolidated
financial statements, is unlisted corporate entity whose quoted market price is not available.

On 25 October 2017, the Group acquired the remaining 50% equity interests in its joint venture in Singapore, Dartina
Development Limited, and the then joint venture and its subsidiaries have become wholly-owned subsidiaries of the
Group. Details of the acquisition are set out in note 29(a).

Summarised financial information of Dartina Development Limited and Vie Show Cinemas Co. Ltd., adjusted for any
differences in accounting policies, and a reconciliation to the carrying amounts in the consolidated financial
statements, are disclosed below:

Dartina Development Limited Vie Show Cinemas Co. Ltd.*
2017 2016 2017 2016
HK$’000 HK$'000 HK$"000 HK$'000
Gross amounts of the joint ventures:
Current assets - 125,296 424,926 322,215
Non-current assets - 366,590 467,625 479,381
Current liabilities - (342,602) (458,034) (383,489)
Non-current liabilities - (23,698) (34,245) (30,739)
Equity - 125,586 400,272 387,368
Included in the above assets and liabilities:
Cash and cash equivalents - 91,738 260,697 173,432
Current financial liabilities (excluding trade and
other payables and provisions) - 107,400 - -
Non-current financial liabilities (excluding trade and
other payables and provisions) - - 32,089 28,358
Revenue 617,939 799,696 1,334,845 1,224,439
Profit from continuing operations 87,540 120,057 84,626 79,538
Other comprehensive income - - - -
Total comprehensive income 87,540 120,057 84,626 79,538
Dividends from the joint ventures 59,030 197,681 101,831 143,906
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13 Interests in joint ventures (continued)

Dartina Development Limited Vie Show Cinemas Co. Ltd.*
2017 2016 2017 2016
HK$'000 HK$'000 HK$’000 HK$'000
Included in the above profits:
Depreciation and amortisation 54,084 48,758 82,498 69,387
Interest income 10 14 188 232
Interest expense 2,880 3,209 109 101
Income tax expense 22,292 24171 18,031 19,339
Reconciled to the Group's interests in
the joint ventures
Gross amounts of the joint ventures’ net assets - 125,586 400,272 387,368
Group's effective interest - 50% 35.71% 35.71%
Group's share of the joint ventures' net assets - 62,793 142,937 138,329
Goodwill - - - _
Carrying amount in the consolidated
financial statements - 62,793 142,937 138,329

# The joint venture is not audited by KPMG.

There has been a dispute among the shareholders of Vie Show Cinemas Co. Ltd (“Vie Show") involving allegations of
breaches of the material terms of the shareholders’ agreement and lawsuits were filed between the shareholders with
the Taipei District Court of Taiwan in 2014. The lawsuits are ongoing and there remains uncertainty about the
outcome of the shareholders’ dispute. The shareholders’ dispute and the related lawsuits do not affect the operations
of Vie Show.

Financial information with respect to statement of financial position items of Dartina Development Limited as at 31
December 2017 is not disclosed as the investment was reclassified from a joint venture to a subsidiary from 25 October
2017 onwards. Financial information with respect to the operating performance of Dartina Development Limited for
the year ended 31 December 2017 disclosed above only comprised its operating performance from 1 January 2017 to
25 October 2017, in which period it was accounted for as a joint venture of the Group.

F# 2017
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14 Intangible assets

Customer Club
Trademarks relationships memberships Total
HK$'000 HK$'000 HK$'000 HK$'000
Cost:
At 1 January 2016, 31 December 2016
and 1 January 2017 80,524 - 1,890 82,414
Addition through acquisition of
subsidiaries (note 29) 436,544 7,407 - 443,951
At 31 December 2017 517,068 7,407 1,890 526,365
Accumulated amortisation:
At 1 January 2016, 31 December 2016
and 1 January 2017 - - - -
Charge for the year - 740 - 740
At 31 December 2017 - 740 - 740
Net book value:
At 31 December 2017 517,068 6,667 1,890 525,625
At 31 December 2016 80,524 - 1,890 82,414
Notes:

(U]

(ii)

ORANGE

Trademarks represent perpetual licenses for the use of the brand names “Golden Harvest” and “The Sky” in Hong Kong, and
“Golden Village” in Singapore which take the form of sign, symbol, name, logo, design or any combination thereof.

The directors are of the opinion that the Group’s trademarks have indefinite useful lives due to the following reasons:
(a) the trademarks have been in use and will continue to be used for the long term; and

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

At 31 December 2017, the directors carried out an assessment of the recoverable amounts of trademarks with the assistance of
an independent professional valuer. Based on their review, the recoverable amounts of trademarks exceeded their carrying
amounts and therefore no impairment was recognised.

Customer relationships represent non-contractual customer relationships owned by Panasia Cinema Advertising Limited (“PCAL")
recognised by the Group upon the acquisition of PCAL on 31 May 2017.

PCAL generated revenue from several customers repeatedly across years. While there is no long term contract between PCAL

and those customers, it is customary for those customers to do business with PCAL whenever they require services that PCAL
provides and such needs are recurring for those customers and observed from the trading history for the past five years.
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15 Goodwill
2017 2016

HK$'000 HK$'000
Cost:
At 1 January 73,658 91,628
Acquisition of subsidiaries (note 29) 634,768 1,599
Reclassified as held for sale (note 34(a)) - (18,587)
Exchange adjustments - (982)
At 31 December 708,426 73,658
Accumulated impairment losses:
At 1 January 16,425 16,425
Impairment loss 34,000 =
At 31 December 50,425 16,425
Carrying amount
At 31 December 658,001 57,233

Impairment tests for cash-generating units containing goodwill

Goodwill is allocated to the Group’s cash generating unit (“CGU") identified according to country of operation and
business segment as follows:

2017 2016

HK$'000 HK$'000

Distribution and production — Mainland China 23,233 57,233
Exhibition and distribution — Singapore (note 29(a)) 571,346 -
Exhibition — Hong Kong (note 29(b)) 63,422 -
658,001 57,233

Distribution and production — Mainland China

The recoverable amount of the CGU is determined based on value-in-use calculations. These calculations use cash flow
projections based on financial budgets approved by management covering a period of four years and a pre-tax
discount rate of 20% (2016: 20%), which reflects specific risks relating to the Group’s Mainland China segment.

The impairment loss recognised during the year solely relates to the Group’s distribution and production activities
based in Mainland China. As the cash generating unit has been reduced to its recoverable amount of HK$25,445,000,
and adverse change in the assumptions used in the calculation of recoverable amount would result in further
impairment losses.

37 2017 115



116

Notes to the Financial Statements

15

16

Goodwill (continued)

Exhibition and distribution — Singapore

During the year ended 31 December 2017, the Group acquired film exhibition and distribution business in Singapore
as set out in note 29(a). The recoverable amount of the CGU is determined based on value-in-use calculations. These
calculations use cash flow projections based on financial budgets approved by management covering a period of five
years and a pre-tax discount rate of 13%, which reflects specific risks relating to the Group’s Singapore segment.

Management believes that any reasonably possible change in the key assumptions on which the recoverable amount is
based would not cause the carrying amount to exceed its recoverable amount.

Exhibition — Hong Kong

During the year ended 31 December 2017, the Group acquired Panasia Cinema Advertising Limited as set out in note
29(b). The recoverable amount of the CGU is determined based on value-in-use calculations. These calculations use
cash flow projections based on financial budgets approved by management covering a period of five years and a pre-
tax discount rate of 11%, which reflects specific risks relating to the Group’s Hong Kong segment.

Management believes that any reasonably possible change in the key assumptions on which the recoverable amount is
based would not cause the carrying amount to exceed its recoverable amount.

Inventories

Inventories are carried at cost of HK$2,759,000 at 31 December 2017 (2016: HK$1,025,000) which comprised largely
goods for resale.
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17 Film rights
2017 2016
HK$'000 HK$'000
Film rights — completed 23,968 31,924
Film production in progress, at cost 6,485 14,116
30,453 46,040
Cost:
At 1 January 432,244 443,602
Additions 10,609 6,954
Disposal (5,862) -
Expiry (42,197) (4,867)
Exchange adjustments 18,239 (13,445)
At 31 December 413,033 432,244
Accumulated amortisation and impairment:
At 1 January 386,204 393,407
Amortisation 6,340 10,431
Written back on disposal (5,200) -
Impairment 19,649 108
Expiry (42,197) (4,867)
Exchange adjustments 17,784 (12,875)
At 31 December 382,580 386,204
Net book value:
At 31 December 30,453 46,040

Film rights represent films, television drama series and self-produced programmes.

Investments in film/drama production represent funds advanced to licensed production houses for co-financing the
production of films and/or television programmes, which are freely exploited by the production houses. The
investments are governed by the relevant investment agreements entered into between the Group and the production
houses whereby the Group is entitled to benefits generated from the distribution of the related films and/or television
programmes. The amounts will be recoverable by the Group from a pre-determined share of the sales proceeds of the
respective co-financed films or television programmes, resulting from the distribution to be confirmed by the relevant
production houses.

Film production in progress represents films under production.

In accordance with note 2(n) of the Group’s accounting policies, the Group performed impairment tests at 31
December 2017 and 2016 by comparing the attributable carrying amounts of the film rights/self produced
programmes with the recoverable amounts.

The directors assessed the recoverable amounts of the film rights based on the present value of estimated discounted
future cash flows. Impairment of HK$19,649,000 (2016: HK$108,000) for film rights was recognised for the year
ended 31 December 2017.

The amount of film rights expected to be recovered after one year is HK$19,516,000 (2016: HK$23,910,000).
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18 Receivables, deposits and prepayments
(a) Trade receivables

2017 2016

HK$'000 HK$'000

Trade receivables 51,037 21,354
Less: Allowance for doubtful debts (117) (117)
50,920 21,237

0

(ii)

Ageing analysis
As of the end of the reporting period, the ageing analysis of trade receivables (which are included in trade
and other receivables), based on the invoice date and net of allowance for doubtful debts, is as follows:

2017 2016

HK$'000 HK$'000

Within 1 month 42,125 10,841
1 to 2 months 5,228 3,564

2 to 3 months 196 585
Over 3 months 3,371 6,247

50,920 21,237

The Group usually grants credit periods ranging from one to three months. Each customer has a credit
limit and overdue balances are regularly reviewed by management.

In view of the aforementioned and the fact that the Group'’s trade receivables relate to a large number of
diversified customers, the concentration of credit risk is not considered significant. Trade receivables are
non-interest-bearing. The carrying amounts of the trade receivables approximate their fair values. Further
details of the Group’s credit policy are set out in note 28(a) to the financial statements.

Impairment losses of trade receivables

Impairment losses in respect of trade receivables are recorded using an allowance account unless the
Group is satisfied that recovery of the amount is remote, in which case the impairment loss is written off
against trade receivables directly.

There were no movements in the allowance for doubtful debts during the years ended 31 December 2017
and 31 December 2016.

As at 31 December 2017, the allowance for doubtful debts was HK$117,000 (2016: HK$117,000).
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18 Receivables, deposits and prepayments (continued)
(a) Trade receivables (continued)

(i)

(iii)

Impairment losses of trade receivables (continued)

The ageing analysis of trade receivables that are neither individually nor collectively considered to be
impaired is as follows:

2017 2016

HK$'000 HK$'000

Neither past due nor impaired 47,549 14,990
Less than three months past due 2,953 481
Past due over three months 418 5,766
3,371 6,247

50,920 21,237

Receivables that were neither past due nor impaired relate to a wide range of customers for whom there
were no recent history of default.

Receivables that were past due but not impaired relate to a number of independent customers that have a
good track record with the Group. Based on past experience, management believes that no impairment
allowance is necessary in respect of these balances as there has not been a significant change in credit
quality and the balances are still considered fully recoverable. The Group does not hold any collateral over
these balances.

At 31 December 2017, trade receivables of the Group included amounts totalling HK$30,000 (2016:
HK$41,972,000) due from related companies and an amount of HK$814,000 (2016: HK$1,452,000) due
from a joint venture, which are unsecured, interest-free and recoverable within one year. At 31 December
2016, trade receivables due from related companies of HK$41,012,000 associated with the disposal group
were reclassified as held for sale as set out in note 34(a).

(b) All of the other receivables, deposits and prepayments (including amounts due from related companies and joint
ventures) are expected to be recoverable within one year.

F# 2017
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20

Derivative financial instrument
2017 2016
HK$'000 HK$'000
ASSET
At 1 January 70,236 -
Issuance of call option during the year (hote 30(c)) - 70,075
Change in fair value (70,236) 161
At 31 December - 70,236

The balance represents a call option granted to the Group in respect of the deemed disposal of a 7.41% equity interest
in Orange Sky Golden Harvest Cinemas (China) Company Limited (“OSGH (China)”). The call option was derecognised
during the year ended 31 December 2017 upon completion of the deemed disposal transaction (note 30).

As at As at
31 December 31 December
2017 2016
HK$'000 HK$'000

LIABILITY
At 1 January - -
Issuance of put option embedded in convertible bonds (note 26(e)) 9,917 -
Derecognition upon early redemption (9,917) -

At 31 December - -

The balance represents a put option granted to the holder of convertible bonds issued by the Group in connection
with the modification of terms of the convertible bonds. Details of the modification are set out in note 26(e).

Deposits and cash
(a) Deposits and cash comprise:
2017 2016
HK$'000 HK$'000
Deposits at banks 444,786 54,559
Cash at bank and in hand 1,701,041 160,822
2,145,827 215,381
Less: Pledged deposits for bank loans (184,701) (63,001)
Cash and deposits 1,961,126 152,380
Less: Time deposits with original maturity of more than
three months when acquired (60,000) -
Cash and cash equivalents 1,901,126 152,380

As at 31 December 2017, deposits and cash placed with banks in Mainland China amounted to
HK$314,692,000 (2016: HK$16,002,000). Remittance of funds out of Mainland China is subject to relevant
rules and regulations of foreign exchange control promulgated by the government of Mainland China.
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20 Deposits and cash (continued)

(b) Reconciliation of liabilities arising from financing activities

The table below details changes in the Group’s liabilities from financing activities, including both cash and non-
cash changes. Liabilities arising from financing activities are liabilities for which cash flows were, or future cash
flows will be, classified in the Group’s consolidated statement of cash flows from financing activities.

Conversion
option
Bank loans embedded
and other Finance Convertible in convertible
borrowings leases bonds bonds Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Note 21) (Note 22) (Note 26) (Note 19)
At 1 January 2017 410,934 545 224,007 - 635,486
Changes from financing cash flows:
Proceeds from new bank loans 1,200,000 - - - 1,200,000
Repayment of bank loans (545,407) - - - (545,407)
Capital element of finance lease
rentals paid - (8,630) - - (8,630)
Early redemption of convertible bond - - (235,971) - (235,971)
Interest paid on convertible bond - - (10,000) - (10,000)
Other borrowing costs paid (21,350) - - - (21,350)
Total changes from financing cash flows 633,243 (8,630) (245,971) - 378,642
Exchange adjustments 8,833 1,370 - - 10,203
Changes in fair value - - 1,288 - 1,288
Other changes:
Disposal of subsidiaries 38,670 6,984 - - 45,654
Acquisition of a subsidiary (note 29(a)) 143,250 - - - 143,250
Modification on convertible bond
(note 26(e)) - - 5,046 9,917 14,963
Partial conversion of convertible bond
(note 26(g)) - - (12,189) - (12,189)
Derecognition of conversion option upon
early redemption (note 19) - - - (9,917) (9,917)
Interest expenses (note 6(a)) - 1,810 27,819 - 29,629
Interest element of finance lease
rentals paid - (1,810) - - (1,810)
Total other changes 181,920 6,984 20,676 - 209,580
At 31 December 2017 1,234,930 269 - - 1,235,199

(@) ERAE / F3] 2017
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21

Bank loans

(a)

(b)

(c)

(d)

At 31 December 2017, the bank loans were repayable as follows:

2017 2016
HK$'000 HK$'000
Within 1 year or on demand 359,790 222,634
After 1 year but within 2 years 148,587 68,282
After 2 years but within 5 years 682,665 71,848
After 5 years 43,888 48,170
875,140 188,300
1,234,930 410,934

Bank loans
— Secured 1,204,930 380,934
— Unsecured 30,000 30,000
1,234,930 410,934

All of the non-current interest-bearing borrowings are carried at amortised cost. All bank loans bear interest at
floating interest rates which approximate market rates of interest.

At 31 December 2017, the bank loans were secured by:
(i) an office property of a subsidiary located in Hong Kong;

(i) two properties of a subsidiary located in Singapore and existing deed of assignment of insurance over the
properties (2016: Nil);

(i)  deposits of subsidiaries of HK$184,701,000 (2016: HK$63,001,000); and
(iv)  equity interests in its two subsidiaries of the Company.

At 31 December 2017, bank loans of HK$1,234,930,000 (2016: HK$410,934,000) were guaranteed by
corporate guarantees from the Company and two subsidiaries.

Certain of the Group’s banking facilities are subject to the fulfilment of covenants relating to certain ratios of
the Group's financial performance on consolidation basis, as are commonly found in lending arrangements with
financial institutions. If the Group were to breach the covenants, the drawn down facilities would become
payable on demand.

The Group regularly monitors its compliance with these covenants. Further details of the Group’s management
of liquidity risk are set out in note 28(b) to the financial statements. As at 31 December 2017, none of the
covenants relating to drawn down facilities had been breached.
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22 Obligations under finance leases

At 31 December 2017, the Group had obligations under finance leases repayable as follows:

2017 2016
Present value Present value

of the Total of the Total

minimum minimum minimum minimum

lease lease lease lease

payments payments payments payments

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

Within 1 year 269 278 276 304

After 1 year but within 2 years - - 269 278

After 2 years but within 5 years - - - -

- - 269 278

269 278 545 582

Less: Total future interest expenses 9) (37)

Present value of lease obligations 269 545

23 Trade and other payables, accrued charges and deferred revenue
(@) Trade payables

The ageing analysis of trade payables as of the end of the reporting period:

2017 2016

HK$'000 HK$’'000

Current to 3 months 100,001 32,266

Within 4 to 6 months 1,989 162

Within 7 to 12 months 1,323 383

Over 1 year 10,886 10,683

114,199 43,494

At 31 December 2017, trade payables of the Group included the amounts totalling HK$26,000 (2016:
HK$35,765,000) due to related companies which were unsecured, interest-free and repayable on demand. At
31 December 2016, trade payables due to related companies of HK$35,734,000 associated with the disposal

group were reclassified as held for sale as set out in note 34(a).

(b) All of the other payables and accrued charges (including amounts due to related companies) are expected to be

settled within one year or are repayable on demand.

(c) Deferred revenue represents billings in advance and customers’ advances. All of the deferred revenue is expected

to be settled within one year.

/ ¥ 2017
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24 Other financial liabilities

2017 2016

HK$'000 HK$'000

At 1 January 219,389 -
Additions (notes 30(d) and (e)) 39,091 217,836
Interest expensed during the year (note 6(a)) 13,175 1,553
Derecognition (note 30(g)) (289,529) -
Exchange adjustments 17,874 -
At 31 December - 219,389

The balance represented a put option liability to non-controlling interests in respect of the deemed disposal of a 7.41%
equity interest in OSGH (China) if certain conditions are not fulfilled by the Company within a specified timeframe.
Upon the completion of the deemed disposal were set out in note 30(g), the liability of HK$289,529,000 was
derecognised. The carrying amount of the put option represented the present value of the amount payable by the
Group to acquire the non-controlling interests at the date of which the put option first become exercisable. Details of

the deemed disposal transaction are set out in note 30.

The effective interest rate of the put option liability is 11% per annum (2016: 11% per annum).

25 Income tax in the consolidated statement of financial position
(@) Current taxation in the consolidated statement of financial position represents:

2017 2016
HK$'000 HK$'000
Provision for taxation for the year 327,921 14,735
Tax paid during the year
— capital gain tax on gain on disposal of subsidiaries (note 34(b)) (311,692) -
— other income tax (12,005) (12,739)
Reclassified to assets held for sale (note 34(a)) - (7,808)
Disposal of subsidiaries (note 34(b)) (3,941) -
Acquisition of subsidiaries 28,807 -
Tax refund relating to prior years 890 -
Balance of tax provision relating to prior years 8,475 6,976
38,455 1,164
(b) Deferred tax assets and liabilities recognised:
2017 2016
HK$'000 HK$'000
Net deferred tax assets recognised in the
consolidated statement of financial position - 6,160
Net deferred tax liabilities recognised in the
consolidated statement of financial position (174,778) (9,471)
(174,778) (3,311)
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25 Income tax in the consolidated statement of financial position (continued)
(b) Deferred tax assets and liabilities recognised: (continued)

(c)

(d)

The components of deferred tax liabilities/(assets) recognised in the consolidated statement of financial position
and the movements during the year are as follows:

Fair value  Depreciation Intangible
adjustments allowances assets  Withholding
arising from in excess acquired tax on
Tax losses business of related in business unremitted
recognised  combinations  depreciation  combinations earnings Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Deferred tax arising from:
At 1 January 2017 (6,160) - - - 9,411 331
Exchange adjustments (2,852) - 3N - - (2,481)
Credited to profit or loss (note 7(a)) (11,223) - (4,920) - (524) (16,667)
Disposal of subsidiaries 20,235 - - - - 20,235
Acquisition of subsidiaries (note 29(a)) - 70,188 25,980 74,212 - 170,380
At 31 December 2017 - 70,188 21,431 74,212 8,947 174,778
At 1 January 2016 (44,001) - - - 12,419 (31,582)
Exchange adjustments 2,766 - - - - 2,766
Credited to profit or loss (note 7(a)) (14,680) - - - (2,948) (17,628)
Reclassified to assets held for sale
(note 34) 49,755 - - - - 49,755
At 31 December 2016 (6,160) - - - 9,471 3311

Deferred tax assets not recognised

At 31 December 2017, the Group has not recognised deferred tax assets in respect of accumulated tax losses of
approximately HK$674,224,000 (2016: HK$904,073,000) as it is not probable that future taxable profits against
which the losses can be utilised will be available in the relevant tax jurisdiction and entity. The tax losses do not
expire under current tax legislation except for the balances of HK$13,982,000 (2016: HK$178,303,000) which
can only be carried forward for five years under the laws of the relevant jurisdiction.

Deferred tax liabilities not recognised

At 31 December 2017, temporary differences relating to the undistributed profits of subsidiaries amounted to
HK$1,562,000 (2016: HK$92,995,000). Deferred tax liabilities of HK$78,000 (2016: HK$4,650,000) have not
been recognised in respect of the tax that would be payable on the distribution of these retained profits as the
Company controls the dividend policy of these subsidiaries and it has been determined that it is probable that
these profits will not be distributed in the foreseeable future.
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26 Convertible bonds

(a)

(b)

(0)

(d)

)

(9)

(h)

On 1 February 2016, the Company issued convertible bonds to Wan Tai Investments Limited (“Wan Tai"”), an
indirectly wholly owned special purpose vehicle of CCB International (Holdings) Limited, in the principal amount
of HK$200,000,000 (“Series 1 CB"”). The Series 1 CB is interest bearing at 5% per annum and repayable by
instalments semi-annually in arrears and has a maturity date of 1 February 2019.

The Series 1 CB is convertible in whole or in part at any time from the issue date to five days before the maturity
date, at the bondholder’s option, into 200,000,000 ordinary shares of the Company at an initial conversion price
of HK$1 per share, subject to adjustments in certain events.

At any time on or after two years from the issue date and subject to the approval of the bondholders, the
Company has the right to redeem the outstanding Series 1 CB at its outstanding principal amount plus any
accrued but unpaid interest and an amount that would yield an internal rate of return of 11%.

On 1 February 2016, an option was granted by the Company to Wan Tai to subscribe for another convertible
bond for an additional principal amount of HK$100,000,000 with an expiry date on 31 December 2016 or such
later date as may be agreed by Wan Tai and the Company. At 31 December 2016, the options expired as agreed
between Wan Tai and the Company.

On 30 June 2017, the Company entered into an amendment deed (“Amendment Deed”) with Wan Tai.
Pursuant to the Amendment Deed, certain terms of the Series 1 CB were amended. The new convertible bonds
(the “New Series 1 CB") would yield an internal rate of return of 12.5% and an option was granted to Wan Tai
to exercise the redemption option at any time during the period commencing from the date of completion of
the disposal transaction as set out in note 34, and ending on the earlier of the date falling two months
thereafter and the date falling two years after the issuance date of 1 February 2016.

The modification resulted in the recognition of new financial liability and equity components of the New Series 1
CB. The fair value of the option granted to Wan Tai under the Amendment Deed of HK$9,917,000 was
recognised as a put option liability as set out in note 19. On 30 June 2017, the carrying values of liability
component and equity component of the Series 1 CB immediately before the modification were
HK$195,740,000 and HK$40,393,000 respectively. The fair value of the liability and equity components of the
New Series 1 CB immediately following the modification were HK$206,255,000 and HK$34,924,000
respectively. Upon modification, a loss arising from change in fair value of the liability component of
HK$10,515,000 was recognised in “other net income/(loss)” in the consolidated income. The change in fair
value of the equity component of HK$5,469,000 was recognised in equity.

On 24 August 2017, the conversion price of the New Series 1 CB was adjusted from HK$1 to HK$0.67 per
conversion share as a result of the approval of a special dividend of HK$0.351 per share by the board of
directors as set out in note 27(a)(ii).

On 14 September 2017, a conversion notice was received from Wan Tai for the conversion of the New Series 1
CB in the principal amount of HK$10,000,000 to 14,925,373 ordinary shares of the Company at a conversion
price of HK$0.67. Upon the partial conversion, the liability component of HK$10,443,000 and the equity
component of HK$1,746,000 of the New Series 1 CB were transferred to share capital of HK$1,493,000 and
share premium of HK$10,696,000.

On 16 October 2017, Wan Tai exercised the early redemption option as set out in note (e) above and the
Company early redeemed the remaining New Series 1 CB with the principal amount of HK$190,000,000 at
HK$235,971,000. The put option with a carrying amount of HK$9,917,000 was derecognised as set out in note
19. The liability component was remeasured at fair value at the date of redemption and a loss of HK$13,570,000
was recognised in profit or loss. The difference between the redemption cost and fair value of the liability
component was allocated to the equity component, which resulted in a fair value adjustment of HK$12,282,000
to the equity component. The residual balances of the liability component and equity component were
derecognised upon completion of the early redemption.
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26 Convertible bonds (continued)

0

The movements of the liability component and the equity component of the Series 1 CB and the New Series 1

CB are set out below:

Liability Equity

component component Total
HK$'000 HK$'000 HK$'000
At 1 February 2016 (issuance date) 159,607 40,393 200,000
Interest expensed during the year 29,007 - 29,007
Interest paid during the year (5,000) - (5,000)
At 31 December 2016 and 1 January 2017 183,614 40,393 224,007
Interest expensed during the year 27,819 - 27,819
Derecognition of Series 1 CB (195,740) (40,393) (236,133)
Recognition of New Series 1 CB upon modification 206,255 34,924 241,179
Interest paid during the year (10,000) - (10,000)
Partial conversion of New Series 1 CB (10,443) (1,746) (12,189)
Fair value change upon early redemption 13,570 (12,282) 1,288
Early redemption of New Series 1 CB (215,075) (20,896) (235,971)
At 31 December 2017 = = =
As at As at
31 December 31 December
2017 2016
HK$'000 HK$'000

Classification of the liability component
— Current liabilities - 9,547
— Non-current liabilities - 174,067
Total - 183,614

The liability component of the Series 1 CB and the New Series 1 CB was measured at amortised cost. The
interest expense for the year ended 31 December 2017 is calculated by applying an effective interest rate of

20.32% (2016: 20.32% per annum) per annum to the liability component.

/ ¥, 2017
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27 Capital and reserves
(@) Share capital

2017 2016
No. of shares Amount No. of shares Amount
Note HK$'000 HK$'000
Authorised:
Ordinary shares of
HK$0.10 each 6,000,000,000 600,000  6,000,000,000 600,000
Ordinary shares, issued
and fully paid:
At 1 January 2,742,519,248 274,252 2,742,519,248 274,252
Shares issued under
Share option scheme 112,754,429 11,275 - -
Shares repurchased (i) (70,530,000) (7,053) - -
Converted from convertible bond 14,925,373 1,493 - -
At 31 December 2,799,669,050 279,967  2,742,519,248 274,252

()

Share option scheme
Equity-settled share-based transactions

The Company operates a share option scheme (the “Scheme”) for the purpose of enabling the Company
to grant options to eligible participants as incentives or rewards for their contribution to the growth of the
Group and to provide the Group with a more flexible means to reward, remunerate, compensate and/or
provide benefits to the eligible participants. Eligible participants of the Scheme include the Company’s
directors, including independent non-executive directors, and other employees of the Group and
shareholders of the Company. The Scheme became effective on 11 November 2009 and will remain in
force for 10 years from that date.

Share options granted to a director, chief executive or substantial shareholder of the Company, or any of
their associates, are subject to approval in advance by the independent non-executive directors (excluding
any independent non-executive director who is the grantee of the option).

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 vesting period, the
exercise period and the number of shares subject to each option are determinable by the directors. The
exercise period 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 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, provided always that it shall be at
least the higher of (i) the closing price of the Company’s shares on the Stock Exchange on the date of
offer of grant of the share options; (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; and (iii) the nominal value of the
Company'’s shares.
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27 Capital and reserves (continued)
(@) Share capital (continued)

(i)

Share option scheme (continued)
Equity-settled share-based transactions (continued)

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 11 November 2009. This limit can
be refreshed by the shareholders of the Company in a general meeting in accordance with the provisions
of the Listing Rules. 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 the shareholders’
approval in a general meeting.

Share options do not confer rights on the holders to dividends or to vote at shareholders’ meetings.

The movements of share options during the year ended 31 December 2017 held by the Directors, chief
executive and other employees of the Group are set out in the following table:

Number of Closing price ~ Number of
share per share share
options Granted  Exercised Lapsed  immediately options
outstanding ~ duringthe  duringthe  duringthe  beforethe outstanding
Exercise asat  yearended yearended  yearended date of asat
Name or category of Date of grant of price 1January 31December 31 December 31 December grantof 31 December
participant share options pershare  Exercise period 2017 2017 2017 2017 share options 217
(Note (b))
HKS HK$
Director

Wu Kebo 3 April 2017 0828 3 April 2017 t0 2 April 2019 = 2743009 (2,743,029) - 0810 -
13 April 2017 0840 13 April 2017 0 12 April 2019 - 106,991,400  (106,991,400) = 0830 =
Mao Yimin 14 July 2015 0.590 14 July 20150 13 July 2017 27,400,000 = - (27,400,000) 0578 -
Wu Keyan 14 July 2015 0.590 14 July 20150 13 July 2017 2,000,000 - (2,000,000) - 0578 -
Li Pei Sen 14 July 2015 0.590 14 July 20150 13 July 2017 27,200,000 = - (27,200,000) 0578 -
Chow Sau Fong, Fiona 14 July 2015 0.590 14 July 20150 13 July 2017 27,400,000 = - (27,400,000) 0578 =
Leung Man Kit 14 July 2015 0590 14 July 20150 13 July 2017 170,000 = (170,000) - 0578 =
Wong Sze Wing 14 July 2015 0590 14 July 20150 13 July 2017 170,000 = (170,000) = 0578 =

Other participants
In aggregate 14 July 2015 0590 14 July 20150 13 July 2017 55,480,000 = (680,000)  (54,800,000) 0578 =

139,820,000 109,734429  (112,754/429) (136,800,000) =

(@  Apart from the above, 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 spouses or children under
18 years of age to acquire benefits by means of acquisition of shares in or debentures of the
Company or any other body corporate.

(b)  Being the weighted average closing price of the shares immediately before the dates on which the
share options were granted.

F# 2017

129



130

Notes to the Financial Statements

27 Capital and reserves (continued)

(@) Share capital (continued)

() Share option scheme (continued)

Equity-settled share-based transactions (continued)

The movements of share options during the year ended 31 December 2016 held by the Directors, chief
executive and other employees of the Group are set out in the following table:

Closing price
Number of Granted pershare  Number of
share options during  Exercised Lapsed  immediately share options
outstanding theyear  duringthe  duringthe  beforethe outstanding
Exercise asat ended  yearended  yearended date of asat
Name or category of Date of grant of price per 1January 31 December 31 December 31 December grantof 31 December
participant share options share  Exercise period 2016 2016 2016 2016  share options 2016
(Note (3))
HK$ HK$
Director
Huang Shao-Hua George 14 July 2015 0590 14 July 20150 13 July 2017 170,000 - - (170,000) 0.578 -
(Note (b))
Mao Yimin 14 July 2015 0590 14 July 2015 t0 13 July 2017 27,400,000 - - - 0578 27,400,000
Wu Keyan 14 July 2015 0590 14 July 2015t0 13 July 2017 2,000,000 - - - 0578 2,000,000
Li Pei Sen 14 July 2015 0590 14July 2015t0 13 July 2017 27,200,000 - - - 0578 27,200,000
Chow Sau Fong, Fiona 14 July 2015 0590 14 July 2015 t0 13 July 2017 27,400,000 - - - 0578 27,400,000
(Note (c))
Leung Man Kit 14 July 2015 0590 14 July 20150 13 July 2017 170,000 - - - 0.578 170,000
Wong Sze Wing 14 July 2015 0590 14 July 20150 13 July 2017 170,000 - - - 0.578 170,000
Other participants
In aggregate 14 July 2015 0590 14 July 20150 13 July 2017 55,480,000 - - - 0.578 55,480,000
139,990,000 - - (170,000) 139,820,000
Notes:

(a) Being the weighted average closing price of the Shares immediately before the dates on which the share options
were granted.

(b) Mr. Huang Shao-Hua George resigned as a Director with effect from 3 June 2016 and the share options he held

lapsed on that date.

(o] Ms. Chow Sau Fong Fiona was appointed as a Director on 3 June 2016 and the share options she held was
separately disclosed from other participants for the year ended 31 December 2016.
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27 Capital and reserves (continued)
(@) Share capital (continued)

(i)

Share option scheme (continued)
Fair value of share options and assumptions

The fair value of services received in return for share options granted is measured by reference to the fair
value of share options granted. The estimate of the fair value of the share options granted is measured
based on the Black-Scholes option-pricing model. The contractual life of the share option is used as an
input into this model.

Fair value of share options and assumptions at the date of grant:

14 July 2015 3 April 2017 13 April 2017
Fair value at measurement date HK$0.2092 HK$0.2253 HK$0.2319
Share price HK$0.578 HK$0.810 HK$0.830
Exercise price HK$0.590 HK$0.828 HK$0.840
Expected volatility 68.19% 67.23% 67.11%
Option life 2 years 2 years 2 years
Weighted average life 2 years 2 years 2 years
Expected dividends 0% 0% 0%
Risk-free interest rate (based on
Exchange Fund Notes) 0.368% 0.843% 0.770%
Dilution effect 4.86% 0.10% 3.75%

The expected volatility was based on the historical volatility (calculated based on the weighted average
remaining life of the share options), adjusted for any expected changes to future volatility based on
publicly available information. Expected dividends were based on historical dividends. Changes in the
subjective input assumptions could materially affect the fair value estimate.

The number and weighted average exercise prices of share options are as follows:

2017 2016
Weighted Weighted

average Number of average Number of
exercise price options exercise price options
‘000 ‘000
Outstanding at 1 January 0.59 139,820 0.59 139,990
Granted during the year 0.84 109,734 - -
Exercised during the year 0.83 (112,754) = -
Lapsed during the year 0.59 (136,800) 0.59 (170)
Outstanding at 31 December - - 0.59 139,820
Exercisable at 31 December - - 0.59 139,820

The weighted average share price at the date of exercise for shares options exercised during the year was
HK$0.99.
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27 Capital and reserves (continued)
(@) Share capital (continued)

(i)

(iii)

Dividends

During the year ended 31 December 2017, a special dividend of HK$0.351 per ordinary share amounting
to a total of HK$1,002,201,000 was declared and paid (2016: Nil), which was based on 2,855,273,677
ordinary shares in issue on the date of declaration.

On 4 January 2018, the Group declared a special dividend of HK$0.253 per ordinary share amounting to
a total of HK$708,316,000. The special dividend proposed after the end of the reporting period has not
been recognised as a liability at the end of the reporting period.

The directors do not recommend the payment of final dividend for the year ended 31 December 2017
(2016: Nil).

Shares repurchased

During the year ended 31 December 2017, the Company repurchased its own shares on The Stock
Exchange as follows:

Number of
shares Highest price Lowest price Aggregate
Month of repurchase repurchased per share per share amount paid
HK$ HK$ HK$'000
November 2017 67,835,000 0.75 0.54 47,030
December 2017 2,695,000 0.77 0.77 2,075
70,530,000 49,105
Total buy-back expenses 246
49,351

The repurchased shares were cancelled during the year. The issued share capital of the Company was
reduced by the nominal value of HK$7,053,000. The premium paid on the repurchase of shares of
HK$42,298,000 was charged to share premium.
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27 Capital and reserves (continued)

(b) Reserves

(i)

(i)

The Group

Details of the movements in reserves of the Group during the years ended 31 December 2017 and 2016
are set out in the consolidated statement of changes in equity.

The Company

Convertible
Share Capital bonds
Share option  redemption  Contributed equity Retained
premium reserve reserve surplus reserve profits Total
Note HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
At 1 January 2016 694,639 29,286 8,833 271,644 - 234,608 1,239,010
Changes in reserves for 2016:
Loss for the year - - - - - (30,553) (30,553)
Issuance of convertible bonds - - - - 40,393 - 40,393
Transfer to retained profits on
lapse of share options 27)) - (36) - - - 36 -
At 31 December 2016 and
1 January 2017 694,639 29,250 8,833 271,644 40,393 204,091 1,248,850
Changes in reserves for 2017:
Profit for the year - - - - - 1,490,500 1,490,500
Transfer to retained profits on
lapse of share options 27(a)() - (28,619) - - - 28,619 -
Change in fair value of equity
component of convertible bonds
upon modification of terms 26(¢) - - - - (5,469) 5,469 -
Partial conversion of
convertible bonds 26(g) 10,696 - - - (1,746) - 8,950
Re-measurement upon early
redemption of convertible bonds ~ 26(h) - - - - (12,282) 12,282 -
Transfer of reserves upon early
redemption of convertible bonds ~~ 26(h) - - - - (20,89) - (20,89)
Shares issued under
share option scheme 108,712 (26,060) - - - - 82,652
Shares repurchased (42,298) - 7,053 - - (7,053) (42,298)
Equity-settled share-hased
transaction - 25,429 - - - - 25429
Dividends declared in respect of
current year 27(a)(i) - - - - - (1,002201) (1,002,201
At 31 December 2017 11,749 - 15,886 271,644 - 731,707 1,790,986
REARE(EE)ERRQAF / F3§ 2017
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27 Capital and reserves (continued)
(c) Nature and purpose of reserves

()

(i)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

Share premium and capital redemption reserve

The application of the share premium account is governed by Sections 40 and 54 of the Companies Act
1981 of Bermuda.

Share option reserve

The share option reserve represents the fair value of the number of unexercised share options granted to
employees of the Company recognised in accordance with the accounting policy adopted for share-based
payments in note 2(v)(ii).

Capital redemption reserve

The capital redemption reserve represents the nominal value of the share capital of the Company
repurchased and cancelled.

Contributed surplus

The contributed surplus represents (i) the difference between the nominal value of the Company’s shares
in issue, 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; and (ii) the net transfer of HK$80,000,000 after setting
off the accumulated losses from the share premium account pursuant to the Company’s capital
reorganisation in May 2007. Under the Bermuda Companies Act 1981 (as amended), the contributed
surplus of the Company is distributable to shareholders of the Company.

Reserve funds

In accordance with the relevant regulations in the PRC, the companies established therein are required to
transfer a certain percentage of their profits after tax to the reserve funds until the balance reaches 50%
of the registered capital. Subject to certain restrictions set out in the relevant PRC regulations, the reserve
funds may be used either to offset losses, or for capitalisation by way of paid-up capital.

Exchange reserve

The exchange reserve comprises all foreign exchange differences arising from the translation of the
financial statements of foreign subsidiaries, associates and joint ventures. The reserve is dealt with in
accordance with the accounting policy set out in note 2(z).

Convertible bonds equity reserve

The convertible bonds equity reserve represents the value of the unexercised equity component of
convertible bonds issued by the Group. The reserve is dealt with in accordance with accounting policy
adopted for convertible bonds in note 2(r).

Other reserve

The reserve represents the put option liability to non-controlling interests in respect of the deemed
disposal of a 7.41% equity interest in OSGH (China) as set out in note 30.
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27 Capital and reserves (continued)
(d) Distributability of reserves

(e)

At 31 December 2017, the aggregate amount of reserves available for distribution to equity holders of the
Company representing the retained profits, amounted to HK$731,707,000 (2016: HK$204,091,000). In
addition, the Company’s share premium account, contributed surplus, share option reserve, convertible bonds
equity reserve and capital redemption reserve in an aggregate amount of HK$1,059,279,000 (2016:
HK$1,044,759,000), as at 31 December 2017 may be distributed to shareholders in certain circumstance as
prescribed by Section 54 of the Companies Act 1981 of Bermuda.

Capital management

The Group's primary objectives when managing capital are to safeguard the Group’s ability to continue as a
going concern, so that it can continue to provide returns for shareholders and benefits for other stakeholders, by
pricing products and services commensurately with the level of risk and by securing access to finance at a
reasonable cost.

The Group actively and regularly reviews and manages its gearing structure to maintain a balance between the
higher shareholder returns that might be possible with higher levels of borrowings and the advantages and
security afforded by a sound capital position, and makes adjustments to the gearing structure in light of changes
in economic conditions.

The Group monitors its gearing structure calculated on the basis of external borrowings, which includes bank
loans and obligations under finance lease over total assets.

The Group's strategy is to maintain the gearing ratio below 35%. In order to maintain or adjust the ratio, the
Group may raise new equity financing or sell assets to reduce debt. The gearing ratios at 31 December 2017 and
2016 are as follows:

2017 2016

HK$°000 HK$’000

Convertible bonds - 183,614

Bank loans 1,234,930 410,934

Obligations under finance leases 269 545

1,235,199 595,093

Total assets 4,676,769 3,155,865

Gearing ratio 26.4% 18.9%
R 2017
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28 Financial risk management and fair values of financial instruments

Exposure to credit, liquidity, currency and interest rate risks arises in the normal course of the Group's business. These
risks are limited by the Group's financial management policies and practices described below.

(a)

(b)

Credit risk

The Group's credit risk is primarily attributable to trade and other receivables, pledged bank deposits and
deposits and cash.

In respect of pledged bank deposits and deposits and cash, the Group only places deposits with the major
financial institutions in the PRC and Hong Kong.

In respect of trade and other receivables, the Group has established credit control policies of which credit limits,
credit approvals and other monitoring procedures for debts recovery are in place to minimise the credit risk. In
addition, management reviews the recoverable amount of each individual receivable regularly to ensure that
adequate impairment allowances are made for irrecoverable amounts. With such policies in place, the Group has
been able to maintain its bad debts at minimal level.

The Group's trade receivables relate to a large number of diversified customers, the concentration of credit risk
is not significant.

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

maintains sufficient reserves of cash and adequate committed lines of funding from major financial institutions
to meet its liquidity requirements in the short and longer term.

The following table details the remaining contractual maturities at the end of the reporting period of the
Group’s non-derivative financial liabilities, which are based on contractual undiscounted cash flows (including
interest payments computed using contractual rates or, if floating, based on rates current at the end of the
reporting period) and the earliest date the Group can be required to pay. As deposits received do not have fixed
repayment terms, their carrying amounts have not been included in the table.

For a term loan subject to repayment on demand clause which can be exercised at the bank’s sole discretion, the
analysis shows the cash outflows based on the contractual repayment schedule and, separately, the impact to
the timing of the cash outflows if the lender was to invoke its unconditional right to call the loan with immediate
effect.

As at 31 December 2017

Total More than More than
contractual Within 1yearbut 2 years but
Carrying undiscounted 1 year or less than less than More than
amount cash flow  on demand 2 years 5 years 5 years
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Trade payables 114,199 114,199 114,199 - - -
Other payables and accrued charges 200,276 200,276 200,276 - - -
Bank loans 1,234,930 1,320,883 396,506 175,040 704,462 44,875
Obligations under finance leases 269 278 278 - - -
1,549,674 1,635,636 711,259 175,040 704,462 44,875
Adjustments to present cash flows
on term loans based on lender’s
right to demand repayment (6,821) 57,831 (5,655) (14,122) (44,875)
1,628,815 769,090 169,385 690,340 -
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28 Financial risk management and fair values of financial instruments (continued)
(b) Liquidity risk (continued)

(c)

As at 31 December 2016

Total More than More than
contractual Within 1 year but 2 years but
Carrying  undiscounted 1 year or less than less than More than
amount cash flow on demand 2 years 5 years 5 years
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Trade payables 43,494 43,494 43,494 - - -
Other payables and accrued charges 55,939 55,939 55,939 - - -
Bank loans 410,934 435,048 235,700 74,563 75,531 49,254
Obligations under finance leases 545 582 304 278 - -
Convertible bonds 183,614 225,000 10,000 10,000 205,000 -
Other financial liabilities 219,389 297,920 - - 297,920 -
913,915 1,057,983 345,437 84,841 578,451 49,254
Adjustments to present cash flows
on term loans based on lender’s
right to demand repayment (7,586) 61,637 (5,751) (14,218) (49,254)
1,050,397 407,074 79,090 564,233 -

Currency risk

The Group has foreign currency monetary assets and liabilities that are denominated in a currency other than
the functional currency of the entity to which they relate. Exchange differences arising on settling or translating
these foreign currency monetary items at rates different from those at dates of transactions giving rise to these
monetary items are recognised in profit or loss.

The Group enters into transactions denominated in currencies other than the functional currency of the entity to
which they relate. Consequently, the Group is exposed to risks that the exchange rate of the relevant functional
currency relative to other foreign currencies may change in a manner that has an adverse effect on the value of
that portion of the Group’s assets or liabilities denominated in currencies other than the relevant functional
currency. As the Hong Kong dollar is pegged to the United States dollar, the Group does not expect any
significant movements in the HKD/USD exchange rate. The currencies giving rise to foreign currency risk are
primarily Renminbi and Singapore dollars. Management of the Group continuously monitors the Group’s
exposure to such foreign currency risks to ensure they are at manageable levels.

F# 2017
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28 Financial risk management and fair values of financial instruments (continued)

() Currency risk (continued)
(i) Exposure to currency risk

The following table details the Group’s exposure at the end of the reporting period to currency risk arising
from recognised assets or liabilities denominated in a currency other than the functional currency of the
entity to which they relate. For presentation purpose, the amount of exposure are shown in original
currencies.

Exposure to foreign currencies

2017 2016

Singapore Singapore
Renminbi dollars Renminbi dollars
‘000 ‘000 ‘000 ‘000

Other receivables, deposits and
prepayments 3 - 59 -
Deposits and cash 63,475 16 56,169 10,573
Other payables and accrued charges (209) - (237) -
Deferred revenue (1,473) - (170) -
Intercompany balance 253,517 - 251,365 =
Net exposure to currency risk 315,313 16 307,186 10,573

(i) Sensitivity analysis

The following table indicates the instantaneous change in the Group’s profit/(loss) after taxation and
retained earnings that would have arisen if foreign exchange rates to which the Group has significant
exposure at the end of the reporting period had changed at that date, assuming all other risk variables
remained constant. Other components of equity would not be affected by changes in the foreign
exchange rates:

2017 2016
Decrease/
(increase) in
Increase/ loss after
(decrease) in taxation and
Increase/ profit after Increase/ increase/
(decrease) in  taxation and (decrease) in (decrease) in
foreign in retained foreign retained
exchange rates earnings  exchange rates earnings
HK$'000 HK$'000
Renminbi 5% 15,797 5% 18,124
(5)% (15,797) (5)% (18,124)
Singapore dollars 5% 4 5% 2,897
(5)% (4) (5)% (2,897)

Results of the analysis in the above table present an aggregation of the instantaneous effects on each of
the Group entities’ profit/(loss) after taxation and equity measured in the respective functional currencies
and shown in original currencies.
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28 Financial risk management and fair values of financial instruments (continued)
() Currency risk (continued)

(d)

(i)

Sensitivity analysis (continued)

The sensitivity analysis assumes that the change in foreign exchange rates had been applied to re-measure
those financial instruments held by the Group which expose the Group to foreign currency risk at the end
of the reporting period, including inter-company payables and receivables within the Group which are
denominated in a currency other than the functional currencies of the lender or the borrower. The analysis
excludes differences that would result from the translation of the financial statements of foreign
operations into the Group’s presentation currency. The analysis has been performed on the same basis as
for 2016.

Interest rate risk

The Group's exposure to interest rate risk arises primarily to the Group’s short and long-term loans. Borrowings
at floating rates expose the Group to cash flow interest rate risk. Borrowings at fixed rates expose the Group to
fair value interest rate risk.

The Group manages its interest rate risk exposures in accordance with defined policies through regular review
with a focus on reducing the Group’s overall cost of funding as well as having regard to the floating/fixed rate
mix appropriate to its current business portfolio.

()

(ii)

Interest rate profile

The following table details the interest rate profile of the Group’s borrowings at the end of the reporting
period:

2017 2016
Effective rate Effective rate
% HK$'000 % HK$'000

Fixed rate borrowings:
Obligations under finance leases

(note 22) 6.6% 269 6.6% 545
Convertible bonds - - 5% 183,614
Variable rate borrowings:
Bank loans (note 21) 2.25%-3.86% 1,234,930 2.25%-4.09% 410,934

Sensitivity analysis

At 31 December 2017, it is estimated that a general increase/decrease of 1% in interest rates, with all
other variables held constant, would have decreased/increased the Group's profit after taxation and total
equity by approximately HK$10,306,000 (2016: increased/decreased the Group's loss after taxation and
decreased/increased the Group's total equity by approximately HK$3,435,000).

The sensitivity analysis above has been determined assuming that the change in interest rates had
occurred at the end of the reporting period and had been applied to the exposure to interest rate risk in
existence at that date. The 1% increase/decrease represents management’s assessment of a reasonable
possible change in interest rates over the period until the next annual end of the reporting period. The
analysis has been performed on the same basis as for 2016.
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28 Financial risk management and fair values of financial instruments (continued)
(e) Fair values measurement

()

(i)

(iii)

Financial assets and liabilities measured at fair value
Fair value hierarchy

The following table presents the fair value of the Group’s derivative financial instruments measured at the
end of the reporting period on a recurring basis, categorised into the three-level fair value hierarchy as
defined in HKFRS 13, Fair value measurement. The level into which a fair value measurement is classified is
determined with reference to the observability and significance of the inputs used in the valuation
technigue as follows:

—  Level 1 valuations: Fair value measured using only Level 1 inputs i.e. unadjusted quoted prices in
active markets for identical assets or liabilities at the measurement date

—  Level 2 valuations: Fair value measured using Level 2 inputs i.e. observable inputs which fail to meet
Level 1, and not using significant unobservable inputs. Unobservable inputs are inputs for which

market data are not available

—  Level 3 valuations: Fair value measured using significant unobservable inputs

Fair value at Fair value measurements as
31 December at the end of each reporting
2016 period categorised into
period Level 1 Level 2 Level 3
HK$'000 HK$'000 HK$'000 HK$'000
Recurring fair value measurement
ASSETS
Derivative financial instrument 70,236 - - 70,236

During the year ended 31 December 2016 and 2017, there were no transfers between Level 1 and Level 2.
The Group's policy is to recognise transfers between levels of fair value hierarchy as at the end of the
reporting period in which they occur.

Information about Level 3 fair value measurements

Significant Range
Valuation unobservable (weighted
technique input average)
At 31 December 2016
Derivative financial instrument Binomial model Expected volatility 55%-72%

For the year ended 31 December 2016, the fair value of the derivative financial instrument was
determined using the binomial model and the significant unobservable input used in the fair value
measurement is expected volatility. The fair value measurement is positively correlated to the expected
volatility.

Fair value of financial assets and liabilities carried at other than fair value

The carrying amounts of the Group’s financial instruments carried at cost or amortised cost were not
materially different from their fair values as at 31 December 2016 and 2017.
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29 Business combinations

(@) Step acquisition of Dartina Development Limited

On 29 September 2017, Golden Screen Limited (“Golden Screen”), a wholly-owned subsidiary of the Company,
entered into a sale and purchase agreement (the “Dartina SPA”) with Village Cinemas Australia Pty Ltd (“Village
Cinema Australia”), pursuant to which Golden Screen conditionally agreed to purchase and Village Cinema
Australia conditionally agreed to sell, the remaining 50% equity interest in Dartina Development Limited
("Dartina”), at a consideration of S$175,000,000 (equivalent to HK$1,005,200,000) (the “Step Acquisition”).
Dartina is an investment holding company incorporated in Hong Kong and its subsidiaries are principally
engaged in the business of owning, operating and managing cinema complexes and distributing of motion
pictures in Singapore under the “Golden Village” brand name.

The fair value of the Group's then effective equity holding immediately before the Step Acquisition (the “Existing
Shareholdings”) formed part of the total consideration of the Step Acquisition and was included in the
calculation of goodwill on the Step Acquisition.

As at 25 October 2017, the fair value of the Existing Shareholdings was estimated by RHL Appraisal Limited, an
independent firm of professional qualified valuers, at HK$433,851,000. Compared with their respective carrying
amounts before valuation of HK$81,344,000, a fair value gain of HK$352,507,000 was recognised. Foreign
exchange gains previously recognised in other comprehensive income of HK$17,393,000 were reclassified from
equity to profit or loss. Total gain of HK$369,900,000 was recognised as “Gain on step acquisition” under
“other net income/(loss)” in the consolidated income statement.

Upon the completion of the Step Acquisition on 25 October 2017, Dartina and its subsidiaries, the former 50%
joint ventures of the Group, became wholly-owned subsidiaries of the Group.

The fair values of assets acquired and liabilities assumed at the acquisition date were as follows:

Year ended

31 December

2017

HK$°000

Property, plant and equipment 787,736
Intangible assets — Trademarks 436,544
Cash and cash equivalents 137,316
Inventories 2,459
Trade and other receivables 46,855
Trade and other payables (150,581)
Bank loans (143,250)
Deferred revenue (51,582)
Tax payable (27,412)
Deferred tax liabilities (170,380)
Fair value of net assets acquired 867,705
Less: fair value of Existing Shareholdings (433,851)
Goodwill (note 15) 571,346
Total consideration paid, satisfied in cash 1,005,200
Less: cash and cash equivalents acquired (137,316)
Net cash outflow 867,884
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29 Business combinations (continued)
(@) Step acquisition of Dartina Development Limited (continued)

Goodwill arose from the acquisition of Dartina represents the control premium paid, the benefits of expected
synergies to be achieved from integrating the subsidiaries into the Group’s existing businesses and future market
development. None of the goodwill recognised is expected to be deductible for tax purposes.

The transaction costs of HK$6,516,000 incurred for the Step Acquisition were expensed and included in
"General and administrative expenses” in the consolidated income statement.

The revenue included in the consolidated income statement for the year ended 31 December 2017 since the
Step Acquisition date contributed by Dartina and its subsidiaries was HK$188,182,000. Dartina and its
subsidiaries contributed a profit of HK$57,160,000 over the same period.

The revenue which would have been included in the consolidated income statement for the year ended 31
December 2017 contributed by Dartina and its subsidiaries if the Step Acquisition date occurred during the year
ended 31 December 2017 had been as of the beginning of the year would have been HK$821,978,000. Dartina
and its subsidiaries would have contributed a profit of HK$144,700,000 over the same period on the same basis.

(b) Acquisition of Panasia Cinema Advertising Limited (“PCAL")

On 31 May 2017, the Group acquired 100% of the issued share capital of PCAL from Orange Sky Entertainment
International Holdings Limited, an indirect wholly-owned subsidiary of Orange Sky Entertainment Group
(International) Holding Company Limited, which is the substantial shareholder of the Company, for a
consideration of HK$71,000,000. PCAL is principally engaged in the provision of screen advertising agency
services in Hong Kong. The acquisition was made as part of the Group’s strategy to expand its advertising
business. The acquisition was a related party transaction and constituted a connected transaction as defined in
Chapter 14A of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited.

The fair values of assets acquired and liabilities at the acquisition date were as follows:

Year ended
31 December
2017
HK$'000

Intangible assets — Customer relationships 7,407
Cash and cash equivalents 1,561
Trade and other receivables 6,996
Trade and other payables (8,381)
Deferred revenue (5)
Fair value of net assets acquired 7,578
Goodwill 63,422
Total consideration paid, satisfied in cash 71,000
Less: cash and cash equivalents acquired (1,561)
Net cash outflow 69,439

Goodwill arose from the acquisition of PCAL represents the control premium paid, the benefits of expected
synergies to be achieved form integrating the subsidiaries into the Group’s existing businesses and future market
development. None of the goodwill recognised is expected to be deductible for tax purposes.

142 ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED / ANNUAL REPORT 2017



Notes to the Financial Statements

29 Business combinations (continued)
(b) Acquisition of Panasia Cinema Advertising Limited (“PCAL") (continued)

(0

The revenue included in the consolidated income statement since the acquisition date contributed by PCAL was
HK$15,025,000. PCAL contributed a profit of HK$3,130,000 over the same period.

The revenue which would have been included in the consolidated income statement for the year ended 31
December 2017 contributed by PCAL if the acquisition date for the business combination that occurred during
the year ended 31 December 2017 had been as of the beginning of the year would have been HK$25,364,000.
PCAL would have contributed a profit of HK$6,710,000 over the same period on the same basis.

Acquisition of Wuhan Yase Cinema Company Ltd

On 8 January 2016, the Group acquired 100% of the issued share capital of Wuhan Yase Cinema Company Ltd.
("EEE L EEARAA"), from certain independent third parties for a total cash consideration of
RMB3,800,000 (equivalent to HK$4,446,000) in order to expand its exhibition business. The company is
principally engaged in theatre operation in Mainland China.

The fair values of assets acquired, liabilities assumed and the non-controlling interest at the acquisition date
were as follows:

Year ended

31 December

2016

HK$'000

Property, plant and equipment 2,673
Cash and cash equivalents 208
Trade and other receivables 384
Inventories 22
Trade and other payables (316)
Deferred revenue (124)
Fair value of net assets acquired 2,847
Goodwill 1,599
Total consideration 4,446
Less: consideration payable (586)
Consideration paid, satisfied in cash (Note) 3,860
Less: cash and cash equivalents acquired (208)
Net cash outflow 3,652

Note: According to the sale and purchase agreement for the acquisition, the consideration of RMB3,800,000 (equivalent to
HK$4,446,000) is payable by cash in a number of instalments before 2018. The first instalment of RMB3,300,000
(equivalent to HK$3,860,000) was paid during the year ended 31 December 2016.

The revenue included in the consolidated income statement for the year ended 31 December 2016 since the
acquisition date contributed by the company was HK$2,370,000. The company contributed a loss of
HK$3,519,000 over the same period.

The revenue which would have been included in the consolidated income statement for the year ended 31
December 2016 contributed by the company if the acquisition date for the business combination that occurred
during the year ended 31 December 2016 had been as of the beginning of the reporting period would have
been HK$2,430,000. The company would have contributed a loss of HK$3,596,000 over the same period on the
same basis.
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30 Partial deemed disposal of a subsidiary

(a)

(b)

(0)

(d)

(e)

On 15 March 2016, the Group entered into a subscription agreement (the “Subscription Agreement”) with
three investors, pursuant to which the investors agreed to subscribe for 13.79% of the entire equity interest in
OSGH (China) (as enlarged by completion of the Subscription Agreement) for an aggregate consideration of
RMB400 million, subject to conditions precedent under the Subscription Agreement.

On 29 November 2016, the conditions precedent under the Subscription Agreement were fulfilled by the Group
and one of the three investors, Jiaxing Credit Prosperity Investment Enterprise (Limited Partnership) (“Xin Ye")
and Xin Ye subscribed for a 7.41% of the entire equity interest in OSGH (China) for a consideration of RMB200
million (the “Deemed Disposal”).

The Subscription Agreement contains terms and conditions which granted the Group and Xin Ye various rights
and options. Following the subscription, the Group has an option to call and Xin Ye has an option to put the
equity interest in OSGH (China) held by Xin Ye under specified circumstances. Details of the Deemed Disposal
are set out in the Company’s announcements dated 15 March 2016, 1 April 2016, 5 September 2016 and 29
November 2016.

Pursuant to the terms of the call option, the Group has an option to buy-back the equity interest in OSGH (China)
at a consideration of (i) RMB220 million if the Group enters into any written agreement for the disposal of more
than 50% of the entire equity interest in OSGH (China) to a third party purchaser within 182 days after the date
of the completion of the subscription of equity interest in OSGH (China) by Xin Ye (the “Completion”) or (ii)
RMB240 million if the Group enters into any written agreement for the disposal of more than 50% equity
interest in OSGH (China) to a third party purchaser between 183 and 365 days after the Completion.

As at the Completion, the fair value of the call option of HK$70,075,000 was recognised as a derivative financial
instrument in the consolidated statement of financial position (note 19). The fair value of the call option was
HK$70,236,000 as at 31 December 2016.

Pursuant to the terms of the put option, Xin Ye has an option to require the Group to purchase its 7.41% equity
interest in OSGH (China) if (i) OSGH (China) is unable to satisfy the qualifications for a listing in specified stock
exchanges (“Qualified IPO") following the expiry of three full calendar years after the Completion; or (i) OSGH
(China) is unable to achieve a Qualified IPO following the expiry of four full calendar years after the Completion;
or (iii) OSGH (China) is unable to achieve a Qualified IPO but has commenced trading on National Equities
Exchange and Quotations system in the Mainland China following the expiry of four full calendar years after the
Completion.

As at the date of the Completion, a put option liability to non-controlling interests in respect of the Deemed
Disposal of HK$217,836,000 was recognised as “other financial liabilities” as set out in note 24. The day-one
gain of the put option prior to the recognition of the long-term financial liabilities of HK$24,100,000 was
recognised in “other net income/(loss)” in the consolidated income statement for the year ended 31 December
2016 (note 5(b)).

In April 2017, the Group entered into a sale and purchase agreement with Xin Ye and Nan Hai Corporation
Limited (“Nan Hai”), the ultimate parent company of the purchaser of the entire equity interest in City
Entertainment Corporation Limited (“CECL") as set out in note 34. Pursuant to the sale and purchase
agreement, Xin Ye agreed to sell the 7.41% equity interest in OSGH (China) directly to Nan Hai at a
consideration of (i) RMB240 million if the transfer is completed before 15 September 2017 or (i) RMB240 million
and an amount of interest equivalent to rate of return of 20% per annum based on an amount of RMB200
million charged on a daily basis from 16 September 2017 to the completion of the transfer if the transfer is
completed after 15 September 2017. The Group undertakes to acquire the 7.41% equity interest of OSGH
(China) from Xin Ye if Nan Hai fails to complete the share transfer at a consideration that would have been paid
by Nan Hai to Xin Ye as set out above.

Upon the signing of the sale and purchase agreement with Xin Ye and Nan Hai in April 2017, the fair value of
put option liability was revalued at HK$276,179,000 as a result of the increase in the total consideration payable
by the Group for the purchase of 7.41% equity interest in OSGH (China) from Xin Ye. Accordingly, an addition
of HK$39,091,000 was recognised as “other financial liabilities” as set out in note 24. During the year ended 31
December 2017, interest expenses of HK$13,175,000 in relation to the amortisation of the put option liability
was recognised in “finance costs” in the consolidated income statement (note 6(a)).
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30 Partial deemed disposal of a subsidiary (continued)

()

(9)

As a result of the developments set out above in note (e), management estimated the probability of exercising
the call option by the Group was remote. A fair value loss of HK$70,236,000 was recognised in “other net gain/
(loss)” in the consolidated income statement for the year ended 31 December 2017 (note 5(b)).

In July 2017, the transfer of the 7.41% equity interest of OSGH (China) from Xin Ye to Nan Hai as set out above
in note (e) was completed. The put option liability with a carrying amount of HK$289,529,000 was derecognised
as the Group is no longer liable to acquire the 7.41% equity interest of OSGH (China). The non-controlling
interest of 7.41% in OSGH (China) held by Nan Hai was derecognised upon completion of the disposal of the
Group's film exhibition business in Mainland China. A gain on disposal of non-controlling interest of
HK$270,762,000 was recognised in “other net income/(loss) in the consolidated income statement for the year
ended 31 December 2017 (note 5(b)).

31 Commitments
(a) Capital commitments outstanding not provided for in the financial statements

As at 31 December 2017 and 2016, the Group's share of the joint ventures’ own capital commitments in respect
of the acquisition of property, plant and equipment are as follows:

2017 2016
HK$'000 HK$'000

Contracted for:
Singapore (Note (i) - 2,475
Taiwan 1,477 1,287
1,477 3,762
Authorised but not contracted for: _ _
1,477 3,762

In addition to the Group's share of the joint ventures’ own capital commitments above, the Group had the
following capital commitments in respect of the acquisition of property, plant and equipment as at 31 December
2017 and 2016:

2017 2016
HK$'000 HK$'000
Contracted for:

Hong Kong 1,259 -
Singapore (Note (i) 21,414 -
Mainland China - 19,092
22,673 19,092

Authorised but not contracted for:
Hong Kong 60,741 —
Mainland China - 393,240
60,741 393,240
83,414 412,332

(i) As set out in note 29(a), the Group'’s joint ventures in Singapore have become wholly-owned subsidiaries
of the Group following the completion of the Step Acquisition on 25 October 2017.
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31 Commitments (continued)
(b) Operating lease commitments
(i)  As lessor

At 31 December 2017, the Group's total future minimum lease payments under non-cancellable operating
leases are receivable as follows:

2017 2016
HK$°000 HK$'000

Leases on premises expiring
— within one year 321 2,983
— after one year but within five years 321 11,290
— after five year - 10,866
642 25,139

The Group leases its building under an operating lease. The lease runs for twelve years. The lease is subject
to contingent rentals which are charged at 12%-15%.

(i) As lessee

At 31 December 2017, the Group's total future minimum lease payments under non cancellable operating
leases are payable as follows:

2017 2016
HK$'000 HK$'000

Leases on premises expiring
— within one year 104,216 242,069
— after one year but within five years 244,044 917,796
— after five years 89,187 1,489,661
437,447 2,649,526

The Group is the lessee in respect of a number of office premises and cinemas held under operating
leases. The leases typically run from one to twenty years.

Certain non-cancellable operating leases are subject to contingent rent payments, which are charged at
0.25% to 25% (2016: 7% to 28%) of the monthly or annual gross box office takings in excess of the
base rents as set out in the respective lease agreements. In addition, 10%-12% (2016: 10%-12%) of the
theatre confectionary sales and advertising income is also charged as payments under certain leases.

32 Contingent liabilities

At 31 December 2017, the Company has issued guarantees to banks in respect of banking facilities granted to certain
subsidiaries and a joint venture amounting to HK$1,261,547,000 (2016: HK$651,154,000). At 31 December 2017,
banking facilities of HK$1,251,547,000 (2016: HK$621,153,738) had been utilised by the subsidiaries.

At 31 December 2017, the directors do not consider it probable that a claim will be made against the Company under
any of the guarantees. The Company has not recognised any deferred income in respect of bank guarantees as their
fair values cannot be reliably measured and no transaction price was incurred.

Certain subsidiaries of the Group are involved in litigation arising in the ordinary course of their respective businesses.

Having reviewed outstanding claims and taking into account legal advice received, the directors are of the opinion that
even if the claims are found to be valid, there will be no material adverse effect on the financial position of the Group.
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33 Material related party transactions

In addition to the transactions and balances disclosed elsewhere in these financial statements, the Group entered into
the following material related party transactions.

34

2017 2016

Note HK$°000 HK$'000

Office rental paid () 3,216 2,606

PRC cinema screen advertising fee income (i) - 24,840

Hong Kong cinema screen advertising fee income (i) 760 712

Cinema circuit management service fee expense (iv) 5,305 9,983

Prepayment for rental expenses (v) - 50,400
Notes:

(i) This represents office rental expenses paid to related companies, which are wholly-owned by Mr. Wu Kebo, a director and a

(ii)

(iii)

(iv)

(v)

substantial shareholder of the Group. Among these rental agreements, expenses amounted to HK$1,509,000 (2016:
HK$2,137,000) constitute continuing connected transactions. The rental expenses were charged on normal commercial terms.

This represents cinema screen advertising income received from one related company for granting exclusive rights to screen
advertising air-time in the Group's PRC cinemas. The fees were charged on normal commercial terms.

This represents cinema screen advertising income received from one related company for granting exclusive rights to screen
advertising air-time in the Group’s Hong Kong cinemas. The fees were charged on normal commercial terms.

This represents management service fees paid to a related company, which is indirectly held by Mr. Wu Kebo, for introducing a
top-class cinema circuit to PRC cinemas. The fees were charged at 1.2% of net box office receipts.

This represents a prepayment of rental expenses to a related company, which is 80% beneficially owned by Mr. Wu Kebo, for a
new cinema located in PRC.

The transactions shown in notes (i), (i), (iv) and (v) above with related companies constitute continuing connected
transactions as defined in chapter 14A of the Listing Rules are provided in the Reports of the directors. The continuing
connected transactions were either properly reviewed by the independent non-executive directors or constituted de
minimis transactions as defined in the Listing Rules.

Disposal group held for sale and disposal of subsidiaries

(a)

Disposal group held for sale

On 25 January 2017, Giant Harvest Limited (“Giant Harvest”), an indirect wholly-owned subsidiary of the
Company, entered into a sale and purchase agreement (the “Sale and Purchase Agreement”) with True Vision
Limited (“True Vision”), pursuant to which Giant Harvest conditionally agreed to sell and True Vision
conditionally agreed to purchase, the entire equity interest of City Entertainment Corporation Limited (“CECL")
at an initial consideration of RMB3.286 billion (the “Disposal”). OSGH (China), the entity operating the Group'’s
film exhibition business in Mainland China, is owned as to 92.59% by CECL and 7.41% by Xin Ye following the
Deemed Disposal as set out in note 30.

Pursuant to the Sale and Purchase Agreement, CECL underwent a reorganisation by including only entities that
are relevant to the Group's film exhibition business in Mainland China prior to the completion of the Disposal
(the “Reorganisation”). The assets and liabilities of CECL, after taking into account the impact of the
Reorganisation, comprise the disposal group held for sale. The Disposal was completed on 28 July 2017 as set
out in note 34(b).
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34 Disposal group held for sale and disposal of subsidiaries (continued)

(a) Disposal group held for sale (continued)
The major classes of assets and liabilities of the disposal group classified as held for sale as at 31 December 2016

are as follows:

2016
HK$'000
Assets of disposal group classified as held for sale

Investment property (note 17(a)) 87,662
Other property, plant and equipment (note 717(a)) 1,204,335
Interests in associates 11,628
Goodwill (note 15) 18,587
Deferred tax assets (note 25(b)) 49,755
Pledged bank deposits 12,880
Inventories 11,710
Trade receivables 125,448
Other receivables, deposits and prepayments 242,275
Deposit and cash (note a) 355,722
2,120,002

Liabilities of disposal group classified as held for sale
Trade payables 51,267
Other payables and accrued charges 153,494
Deferred revenue 167,226
Bank loans 206,711
Obligation under finance lease 51,037
Taxation payable (note 25(a)) 7,808
637,543

Note a: Deposit and cash as at 31 December 2016 consisted of cash and cash equivalents of HK$351,242,000 and time
deposit of HK$4,480,000 with original maturity of more than three months when acquired.

Note b: During the year ended 31 December 2016, there was a foreign currency translation loss of HK$23,881,000 included in
other comprehensive income related to the disposal group.

(b) Disposal of subsidiaries

As set out in note 34(a), the Disposal was completed on 28 July 2017. The initial consideration of RMB3.286
billion was subsequently adjusted to RMB3.290 billion. Pursuant to the Sale and Purchase Agreement, the
consideration is subject to further adjustments based on the difference between the net debt value of the
disposal group as at 31 December 2016 and that derived from the completion accounts (the “Net Debt
Adjustment”). Subsequent to 31 December 2017, the draft completion accounts were circulated among the
Group and Nan Hai whereas the Net Debt Adjustment is yet to be agreed between the two parties up to the
date of approval of these financial statements.

Other than the Net Debt Adjustment, the consideration is subject to a refund of an amount up to RMB380
million to Nan Hai, depending on the results of renewal of or entering into new leases of certain cinema
premises as detailed in the Sale and Purchase Agreement. The amount of refund is determined with reference to
the terms and outcome of the lease renewal and the economic value of the renewed leases, subject to
agreement with Nan Hai during the year ending 31 December 2018.
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34 Disposal group held for sale and disposal of subsidiaries (continued)
(b) Disposal of subsidiaries (continued)

At as 31 December 2017, the Group received an amount of RMB2,990,257,000 (equivalent to
HK$3,455,908,000) in connection with the Disposal. The remaining consideration of RMB300,000,000 is held in
escrow and the recoverability of which is dependent on the Net Debt Adjustment and the results of renewal of
or entering into new leases of cinema premises, subject to further negotiations and agreement between the
Group and Nan Hai.

For the year ended 31 December 2017, the directors assessed that the fair value of the consideration for the
Disposal, based on the latest available information, to be RMB2.990 billion, being the cash consideration
received by the Group up to 31 December 2017. Any difference between the final consideration and the fair
value of the consideration as assessed by the directors at 31 December 2017 will result in adjustment to the gain
on disposal of subsidiaries and will be recognised in profit or loss upon finalisation of the consideration.

The determination of fair value of the consideration at 28 July 2017 and 31 December 2017 involved Level 3 fair
value measurements as defined in note 28(e). The portion of consideration relating to renewal of leases of
cinema premises was revalued by an independent professional qualified valuer, Censere Holdings Limited, using
the discounted cash flow model. The significant unobservable inputs used in the fair value measurements
included weighted average cost of capital (ranging from 6.9% to 7.2%) and probability for successful renewal
of or entering into new leases of cinema premises (ranging from 0% to 41%). There was no material change in
fair value of the consideration between 28 July 2017 and 31 December 2017.

The fair value measurement is negatively correlated to the weighted average cost of capital and positively
correlated to the probability for successful renewal of or entering into new leases of cinema premises.

The assets and liabilities of the disposal group as at the date of the Disposal were as follows:

HK$'000
Investment property 90,167
Other property, plant and equipment 1,267,227
Interests in associates 13,210
Goodwill 19,118
Deferred tax assets 69,990
Pledged bank deposits 13,248
Inventories 16,792
Trade receivables 100,347
Other receivables, deposits and prepayments 293,946
Deposit and cash 175,982
Trade payables (46,154)
Other payables and accrued charges (391,075)
Deferred revenue (180,000)
Bank loans (168,041)
Obligations under finance lease (47,456)
Taxation payable (3,941)
Disposal of net assets 1,223,360
Gain on disposal of subsidiaries
Fair value of consideration, received in cash 3,455,908
Net assets disposed of (1,223,360)
Transaction expenses directly attributable to the Disposal (53,229)
Non-controlling interests derecognised 9,740
Transfer of reserve funds to profit or loss upon disposal of subsidiaries 15,198
Reclassification of exchange differences to profit or loss upon disposal of subsidiaries (2,843)
Gain on disposal of subsidiaries 2,201,414
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34 Disposal group held for sale and disposal of subsidiaries (continued)
(b) Disposal of subsidiaries (continued)

Net cash inflow on disposal of subsidiaries

HK$'000
Consideration received 3,455,908
Deposit and cash disposed of (175,982)
Transaction expenses directly attributable to the Disposal (53,229)
Capital gain tax on gain on disposal of subsidiaries (311,692)
Net proceeds from disposal of subsidiaries 2,915,005

35 Accounting judgements and estimates

Note 28 contains information about the assumptions and their risk factors relating to financial risk management. Other
key sources of estimation uncertainty are as follows:

Key sources of estimation uncertainty

0]

(ii)

(iii)

(iv)

v)

Assessment of the economic useful lives of property, plant and equipment

The Group estimates the economic useful lives of property, plant and equipment based on the periods over
which the assets are expected to be available for use. The Group reviews annually their estimated useful lives,
based on factors that include asset utilisation, internal technical evaluation, technological changes,
environmental and anticipated use of the assets tempered by related industry benchmark information. It is
possible that future results of operations could be materially affected by changes in these estimates brought
about by changes in the factors mentioned. A reduction in the estimated useful lives of property, plant and
equipment would increase depreciation charges and decrease non-current assets.

Assessment of impairment of other property, plant and equipment

The Group reviews internal and external sources of information at the end of each reporting period to identify
indications that assets may be impaired or an impairment loss previously recognised no longer exists or may have
decreased. The Group estimates the asset’s recoverable amount when any such indication exists. The recoverable
amount of an asset, or of the cash-generating unit to which it belongs, is the greater of its net selling price and
value in use. In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of time value of money and the risks
specific to the assets. The preparation of projected future cash flows involves the estimation of future revenue
and operating costs which are based on reasonable assumptions supported by information available to the
Group. Changes in these estimates would result in additional impairment provisions or reversal of impairment in
future years.

Assessment of impairment of film rights

The Group reviews the film rights ageing analysis at the end of each reporting period. The recoverable amount
of film rights is assessed with reference to a value-in-use calculation at the end of the reporting period. The key
assumptions include the discount rate, budgeted gross margin and estimated turnover based on past practices,
experience and expectations in the film distribution and production industry. Changes in these estimates and
assumptions would result in additional impairment provision or reversal of impairment in future years.

Assessment of impairment of goodwill

The Group has performed an impairment test for goodwill in accordance with the accounting policy stated in
note 2(n)(ii). For the purposes of impairment testing, goodwill acquired has been allocated to individual cash-
generating units which are reviewed for impairment based on forecast operating performance and cash flows.
The recoverable amount of an asset or a cash-generating unit is determined based on value-in-use calculations.
Cash flow projections are prepared on the basis of reasonable assumptions reflective of prevailing and future
market conditions, and are discounted appropriately.

Assessment of fair value of consideration for disposal of subsidiaries

As set out in note 34(b), the Group determines the fair value of consideration for disposal of subsidiaries using
the discounted cash flow model with significant unobservable inputs. Changes in estimates of the unobservable
inputs would result in adjustment to the gain on disposal of subsidiaries.
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36 Company-level statement of financial position

37

2017 2016

Note HK$'000 HK$'000
Non-current assets
W sieliailes .. 2,069.732 [0 1:705:592
Current assets
Amount due from a subsidiary 1,560 1,560
Prepayments 440 439
Deposits and cash 128 88
Current liabilities
Payables and accrued charges 907 963
Convertible bonds - 9,547
ebentenipeemaiieblloesy, .. e erzs)
Non-current liabilities
Comgoitolobones . ~ U0
NET ASSETS 2,070,953 1,523,102
CAPITAL AND RESERVES 27
Share capital 279,967 274,252
Reserves 1,790,986 1,248,850
TOTAL EQUITY 2,070,953 1,523,102

Event after reporting period

After the end of the reporting period, the directors proposed a special dividend. Further details are disclosed in note

27(a)ii).
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38 Possible impact of amendments, new standards and interpretations issued but not

yet effective for the year ended 31 December 2017

Up to the date of issue of these financial statements, the HKICPA has issued a number of amendments, new standards
and interpretations which are not yet effective for the year ended 31 December 2017 and which have not been
adopted in these financial statements. These include the following which may be relevant to the Group.

Effective for accounting
periods beginning on or after

HKFRS 9, Financial instruments 1 January 2018
HKFRS 15, Revenue from contracts with customers 1 January 2018

Amendments to HKFRS 2, Share-based payment:

Classification and measurement of share-based payment transactions 1 January 2018
Amendments to HKAS 40, Investment property: Transfers of investment property 1 January 2018
HK(IFRIC) 22, Foreign currency transactions and advance consideration 1 January 2018
HKFRS 16, Leases 1 January 2019
HK(IFRIC) 23, Uncertainty over income tax treatments 1 January 2019

The Group is in the process of making an assessment of what the impact of these amendments, new standards and
interpretations is expected to be in the period of initial application. So far the Group has identified some aspects of the
new standards which may have a significant impact on the consolidated financial statements. Further details of the
expected impacts are discussed below. While the assessment has been substantially completed for HKFRS 9 and HKFRS
15, the actual impacts upon the initial adoption of the standards may differ as the assessment completed to date is
based on the information currently available to the Group, and further impacts may be identified before the standards
are initially applied in the Group's interim financial report for the six months ending 30 June 2018. The Group may
also change its accounting policy elections, including the transition options, until the standards are initially applied in
that financial report.

HKFRS 9, Financial instruments

HKFRS 9 will replace the current standard on accounting for financial instruments, HKAS 39, Financial instruments:
Recognition and measurement. HKFRS 9 introduces new requirements for classification and measurement of financial
assets, including the measurement of impairment for financial assets and hedge accounting. On the other hand,
HKFRS 9 incorporates without substantive changes the requirements of HKAS 39 for recognition and derecognition of
financial instruments and the classification and measurement of financial liabilities.

Expected impacts of the new requirements on the group’s financial statements are as follows:

(@)  Classification and measurement

HKFRS 9 contains three principal classification categories for financial assets: measured at (1) amortised cost, (2)
fair value through profit or loss (“FVTPL") and (3) fair value through other comprehensive income (“FVTOCI”).

For equity securities, the classification is FVTPL regardless of the entity’s business model. The only exception is if
the equity security is not held for trading and the entity irrevocably elects to designate that security as FVTOCI. If
an equity security is designated as FVTOCI then only dividend income on that security will be recognised in profit
or loss. Gains, losses and impairments on that security will be recognised in other comprehensive income
without recycling.

The Group has assessed that its financial assets currently measured at amortised cost and FVTPL will continue
with their respective classification and measurements upon the adoption of HKFRS 9.
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38 Possible impact of amendments, new standards and interpretations issued but not
yet effective for the year ended 31 December 2017 (continued)

HKFRS 9, Financial instruments (continued)

(C))

(b)

Classification and measurement (continued)

With respect to the Group's financial assets currently classified as “available-for-sale”, these are investments in
equity securities which the Group has the option to irrevocably designate as FVTOCI (without recycling) on
transition to HKFRS 9. The Group plans not to elect this designation option for any of the investments held on 1
January 2018 and will recognise any fair value changes in respect of these investments in profit or loss as they
arise. This will give rise to a change in accounting policy as currently the Group recognises the fair value changes
of available-for-sale equity investments in other comprehensive income until disposal or impairment, when gains
or losses are recycled to profit or loss in accordance with the Group’s policies set out in notes 2(g) and 2(n). This
change in policy will have no impact on the Group’s net assets and total comprehensive income, but will
increase volatility in profit or loss.

The classification and measurement requirements for financial liabilities under HKFRS 9 are largely unchanged
from HKAS 39, except that HKFRS 9 requires the fair value change of a financial liability designated at FVTPL that
is attributable to changes of that financial liability’s credit risk to be recognised in other comprehensive income
(without reclassification to profit or loss). The Group does not expect this new requirement will have any material
impact on the Group on adoption of HKFRS 9 based on the assessment so far.

Impairment

The new impairment model in HKFRS 9 replaces the “incurred loss” model in HKAS 39 with an “expected credit
loss” model. Under the expected credit loss model, it will no longer be necessary for a loss event to occur before
an impairment loss is recognised. Instead, an entity is required to recognise and measure either a 12-month
expected credit loss or a lifetime expected credit loss depending on the asset and the facts and circumstances.
The Group expects that the application of the expected credit loss model may result in earlier recognition of
credit losses. Based on the assessment so far, the Group does not anticipate the adoption of HKFRS 9 would
have a material impact on the results and financial position of the Group.

HKFRS 15, Revenue from contracts with customers

HKFRS 15 establishes a comprehensive framework for recognising revenue from contracts with customers. HKFRS 15
will replace the existing revenue standards, HKAS 18, Revenue, which covers revenue arising from sale of goods and
rendering of services, and HKAS 11, Construction contracts, which specifies the accounting for revenue from
construction contracts. The Group has assessed that the new revenue standard is not likely to have significant impact
on the Group’s financial results from 2018 onwards.

HKFRS 15 is effective for annual periods beginning on or after 1 January 2018. The Group plans to adopt HKFRS 15
initially on 1 January 2018.
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38 Possible impact of amendments, new standards and interpretations issued but not

yet effective for the year ended 31 December 2017 (continued)

HKFRS 16, Leases

As disclosed in note 2(m), currently the Group classifies leases into finance leases and operating leases and accounts
for the lease arrangements differently, depending on the classification of the lease. The Group enters into some leases
as the lessor and others as the lessee.

HKFRS 16 is not expected to impact significantly on the way that lessors account for their rights and obligations under
a lease. However, once HKFRS 16 is adopted, lessees will no longer distinguish between finance leases and operating
leases. Instead, subject to practical expedients, lessees will account for all leases in a similar way to current finance
lease accounting, i.e. at the commencement date of the lease the lessee will recognise and measure a lease liability at
the present value of the minimum future lease payments and will recognise a corresponding “right-of-use” asset. After
initial recognition of this asset and liability, the lessee will recognise interest expense accrued on the outstanding
balance of the lease liability, and the depreciation of the right-of-use asset, instead of the current policy of recognising
rental expenses incurred under operating leases on a systematic basis over the lease term. As a practical expedient, the
lessee can elect not to apply this accounting model to short-term leases (i.e. where the lease term is 12 months or less)
and to leases of low-value assets, in which case the rental expenses would continue to be recognised on a systematic
basis over the lease term.

HKFRS 16 will primarily affect the Group’s accounting as a lessee of leases for properties, plant and equipment which
are currently classified as operating leases. The application of the new accounting model is expected to lead to an
increase in both assets and liabilities and to impact on the timing of the expense recognition in the statement of profit
or loss over the period of the lease. As disclosed in note 31(b), at 31 December 2017 the Group's future minimum
lease payments under non-cancellable operating leases amount to HK$437,447,000 for properties, certain of which is
payable either between 1 and 5 years after the reporting date or in more than 5 years. Some of these amounts may
therefore need to be recognised as lease liabilities, with corresponding right-of-use assets, once HKFRS 16 is adopted.
The Group will need to perform a more detailed analysis to determine the amounts of new assets and liabilities arising
from operating lease commitments on adoption of HKFRS 16, after taking into account the applicability of the practical
expedient and adjusting for any leases entered into or terminated between now and the adoption of HKFRS 16 and
the effects of discounting.
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Y% - BB NEETE (FE1) 28,969 139,418
B EESE (KT 14) 740 =
BEMRAEEE S (MaF (i) (BT 17) 6,340 10,431
Y% BB NEERERR (M 11) - (14,122)
A (KAt 15) 34,000 =
BEMERE (M 17) 19,649 108
HsH & 5 e s 6,548 _
H A W SRIB R E 10,897 =
Al E R AEHFRE 6,210 =
SR 5,997 4,952
AT RIEF I CEHEER
— HIEBERK 157,447 199,362
— A 11,034 31,664
AW A REES (14,395) (14,175)
et -

() =eRBREPBRESES-
(i) FABFREBHEETAGERERZ [IHEKA] A -

'I 82 ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED / ANNUAL REPORT 2017



P eI

7

A WER TSN
makmER2BIAE

(a)

—E—+tF —E—RF
FHET FET
BIEGFT 137

TR 1,868 1,163
Y INE TR B 326,053 13,572
B FEREEE (1,423) (23)
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 326498 14712

FEREFLIE (K172 25(b))
EEERZEL (16.667) | (17,628)
309,831 (2,916)

RE-B—LF2EHBNEHBBEARNEEZE RSN Z 16.5% (ZF—7NF : 16.5% )5 & -
MR BEAMRL 2 B R R Z P RN RS REBRAFE M ERTUEN 2 25% (ZF—RF : 25%) 75 -
RFTINE AL Z B A B Z # IR (R AT IS R BB IR AN E AT ERBUE N Z 17 % 51 E -

HEHBA RS2 P E A SRE# 311,692,000 T iR HEERERAHENB AR 2 BREREAME
B ZEN10%:TE -

BE_ZT—+tF+-A=1+T—"HLFE  AEERREQEGELECED RBAEZHAEH 4,315,008 T(=ZF
— 7N 1 7,030,000 7T) °

HE-Z—+tF+-A=T—HLFE AEERKRAEGESECEZEHAF (BRI R ZREKDIK
TR E2[E)) WP SR /E B 48 3,790,000 35 7T ( —F — /N4 : 4,082,000 7T) ©
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7 REWERZAEHRE)

(b) BIEBX (%) REZBABRFEZBRBANER, (BHR) Hik :

—E—tF —ZE—RF
FET FHET
BEALE A () 2,548,144 (68,153)
REBRUAERBRARET, (BB) 2B R ERTa
SH(E518) 2 2 & RIB 307,023 (13,723)
AR 2 His e 92,697 19,543
BERRWAZ RIS 2 (117,822) (13,517)
MARERZ AB AR EBE RS2 47,141 23,597
BN R R A 2 G & (222) (244)
AELERMRMZHGETE (12,578) (14,916)
FERZEREZRE CRETE T (4,461) (685)
AFEE | ETENTEE (524) (2,948)
BAFERBEEG (1.423) (23)
FEHERS(ER) 309,831 (2,916)
8 EENEMEEAEME
BIEBBCRTUERNE 3831 ER(AF (HBREFFZER RODE 2 X EBR 2 ESHES 0T ¢
g
EER BIRETE DURELE —ZT-t#&
EZHe BYUNE  BRR4 H#R Mt ZBREAR ast
TR TR TR TR TR TR TR
(Ha)
YTES
HFR - 9,813 110,281 13 120,107 25,429 145,536
TR - 381 55 - 436 - 436
i - 744 70 18 832 - 832
EER - 2,533 15,577 13 18,223 - 18,223
PEF - 2,586 6,502 18 9,106 - 9,106
BYFYTES
ZRAE 340 - - - 340 - 340
=B 240 - - - 240 - 240
)98 220 - - - 220 - 220
800 16,057 132,485 162 149,504 25,429 174,933
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g%
R RIR DRSS —T—RE
EE0e BRI BBREAL HEHER Nt ZRARR @it
FEr FE BT FET FET FEL FET
(ii=3)
YTES
E5K = 1,485 = = 1,485 = 1,485
FER = 351 = = 351 = 351
hE3 = 699 12 18 729 = 729
FER = 2,442 1,702 110 4,254 = 4,254
PEF
(R=ZZF—A"ENA=BEZT) = 1,666 = 11 1,677 = 1,677
BIYFHTES
PRE 330 = = = 330 = 330
(RZZE—A~FAAZREM) 95 = = = 95 = 95
=B 240 = = = 240 = 240
HEX
(RZE—AREAAZREZT) 136 = = = 136 = 136
801 6,643 1,714 139 9,297 = 9,297

ffet - BEARBREREARRBRETSAESR L ZBRIEZGFHEE - SRR EETIRERMEE 2(v)ii) Pral A% E 5 I

BAEEE 2 AN KRR B2 Bt BRRETE -

ZEEYDN @ (REMROBREZ T2/

RAFEE  WEREEERENXF SRR REIERNE 2 25

NEE) ZHBHRNEETS RS (B S —RRME27@)0)

/ ¥ 2017
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9 E=FMAL

hERSHFMALH =B (T2 —RF: ZR)REF  REZMERNVBRRMESHE - HBHMA(ZF—K

FMB)ZMERBNT

—E—+F —T—RNF
FET FHT
e & HALE 2,861 3,029
BB AT 1,484 498
RIREFEIHR 36 36
4,381 3,563

WA (CZE—RF: MB)EReTMWALTZMENTFUATHER :
—E—+tF —E—RF
AE AE
1,500,001 7% 7T — 2,000,000 7 7T 1 2
2,500,001 78 75 — 3,000,000 5 7T 1 -
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sl 2% P 7 E

10 BR&M(FE)

(a)

(b)

BREAXREF(FIR)

BREAREF(BE) HIREARARKERE ABERF,(EI8)2,242,136,0008 L (=T —~F : I8
59,078,000 78 7T ) M G R B 3517 S 3@ A% ~ it 19 £02,786,995,888 I (== — /< 4F : 2,742,519,248 %) 51 &
mE

BB Z I PO (BAREE)

—E—tF —E— N
R—A—BZEBITEER 2,742,519,248  2,742,519,248
AT g (7,704,657) =
TR 2 47,724,131 =
EIRA AR ESF T E 4,457,166 =
R+ A=+—HZ2EBERMNEFHE 2,786,995,888  2,742,519,248

SREBEEF(BE)

FREERN,(B1R) DRRERA AEERE D EE L BIREITRRLIRE - B iﬁiﬂ%‘E%’éﬁ‘aLHﬁzm
BYHHBFE - ARAR T —tF+ A=+ HLEEMHTEELER (T —RF  MEESER
BB BRERABREES) TRRESBRRCEESHRAST AR ﬁﬁEﬁTé)%%EE B 85 B B SRR S
FETUAAE - BRETVEBREAARTEREREMNRBEE 2 EEETE N RANERBRARRFBN
FHTEEE) WEZRNBBFHE -

BE_Z—tHFT_A=1+—"ALFE THRREFCESBIBOLBRECETESER  BREEE=
T ti-i—fﬂ_-i— BLEFERA-—REFROVCETEZBERE - R=_F—tF+-A=1—8 #E
BB

ﬁ:l:—v ANETZA=ZT—BLLEFE AESREHABRBER Y BT AT RRESRKREE R RBRER
RETEMEEZEEERER  REASREFEAREETZE -
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A 75 3R B

pm ][] 2

N\

1M WEYE EYE  BEAREBEANEE L
(a) FREEZHE

&
s EEE  HBREE  BAREE HE ERIE gt REng A&t &g
TR TER TER TR TER TER ThR TR TER T#R
AAEfE
R=Z-t£-A-R 7020 93,109 48,382 12418 262 2,888 166,449 41,800 121,998 336,47
HE - - - - 3218 2802 6,020 - - 6,020
te - (8.131) (13,79) (2.227) - (1) (24,195) - - (24,195)
14 - - 26 1402 - (1.628) - - - -
AL EHHBAR AREKE
(W 296) 97,983 116,419 48,800 2,081 - 2403 27,646 - 500,090 787,736
RERE - - - - - - - 8,200 - 8,200
BB 3300 16,484 11,463 760 8 380 241 - 3,260 35,732
RZE-tE+-A=1-A 108,263 217,881 95,075 34,434 5,935 6,804 468,392 50,000 631308 1,149,740
fi&:
A 108,263 217,881 95,075 34,434 5,935 6,804 468,392 - 631308 1,099,740
“F-tEiE - - - - - - - 50,000 - 50,000
108,263 217,881 95,075 34,434 5,935 6,804 468,392 50,000 631348 1,149,740
SiiTE  BRRAERR:
R=E-+%-5-A 585 45,019 3275 5,802 1488 - 86,209 - 4,249 90,458
REEHE 1,083 14,712 8,186 3216 416 - 253 - 1,3% 28,969
HERER - (6,580) (8,891) (2,039) - - (17,510) - - (17,510)
Ejid 1923 8,291 7963 1725 899 - 20,801 - 800 21,601
R=Z-t#+=B=1-8 3,551 61,442 40,533 8,744 2,803 - 17,03 - 6,445 123518
BEFE:
KZZ—t£+-A=1-R 104712 156,439 54,542 25,690 313 6,804 351,319 50,000 624903 102622
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11 WEYE - HWXR - BE RK&REARBEE 0 (58)
(a) FREIEZ IR ()

5 NEXE  BERRE  RERGE k3 kEIR it RATE e 48
TERL T T TR TEL TiL TR TR TERL T

HAASIEE:
R=EF-7E-F-B 25,088 1,148490 502,319 57,715 5,265 9,046 1830923 139,159 127998 2,098,080
e = 150,146 28660 1,105 = 31,126 211,037 = - 21,037
WERELA (2 290) = 1198 132 153 = = 2673 = - 2673
L - (14192) (381) (1,815) = - (19818) = = (19818)
£ = 74,697 28519 239 = (103 455) = = = =
ENARRIHERE (Wit 346) (17,149 (1,214,684) (485,561) ®713) (2,489) (11,489 (1,774,104) (87,662) - (1.861,766)
IEESE:S - - - - - - - (4.949) = (4.949)
Ex A% (919) (52,546) (23,066) 2,247) (144) (5,340) (84,262) (4,748) = (89,010)
RoB—E+-A=1-H 7020 93109 4838 12418 2632 2,888 166,449 41,800 127,998 336,47
fi&:
A 7020 93109 4838 12418 2632 2,888 166,449 = 127,998 294,447
“E-AEHE - = = = - - = 41,800 - 41,800
7020 93,109 4838 12418 263 2,888 166,449 41,800 127,998 336,47
RitHE  BURAEEE:
RZF—75-A-R 8,540 301,866 236,719 25,675 2,636 - 575,436 = 3116 578,552
TEEHE 1,971 71503 52,195 6,072 544 = 138,285 = 1,133 139418
HERER - 8572) (3,742) (1,610) = = (13924) = - (13,924)
HERE = (14122) = = = - (14122) = - (14.122)
ENARRIERE (Wit 346) (9432) (296,264) (239.424) (23087) (1,562) - (569,769) = - (569,769)
EnEE (494) (15392) (12473) (1,208) (130) = (29,697) = = (29697)
RZE-AEFT=A=1-H 585 45,019 33275 5842 1,488 - 86,209 - 4249 90,458
REFE:
RZZ-AFt=A=1-H 6,435 48090 15,107 6,576 1,144 2,888 80,240 41,800 123749 245,789
A

AT 34@) T BE-_T—RF+A=1T—HILFE - ANEEHERMER - "BAKERD
BAMEREBHEZDE BERRBESHOBARKESE - HEARNETZYE  BERRE
ZAIRE SRR BEEREESHOERFIEFENENE - ENBBERHN - AEBMNMERERIRER
[B14714,122,000/8 7T ° ¥% ~ BB RJREZAIKE SR HREE QA BRI EXAGE - Eh2E0
HA B BR S WEBBERTIZAERE - JRESBEAEREBEZANEIBRF=NE -
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BTSRRI ot

11 WEWE  Hmx
(b) WEANETE

- B R R mIA KRB E i ()

(1)

RAEER

TREJNNBERREREUEEEF B AREYF
“RRBHETOR

WAL EAERELZ AR

BRIEREREEMEENT

B ZEARENEBRBRELER)DF 13
AAEMBRCBRL2EMERTAAEA

— BAMAE: EUAE-RBARBHEZAAE  BABELUEEXBERFERBERRTS

RZRBEREFE -

— BAMAE: UF_LBARBATTEE-R2UERBARE) HE - B TEAERAM A

AEREZBABBZARE TABRBARBAEZIEGSHAT SRR 2B ARE -

— FZREE: EREAMTAEEZHABBIEZAAE

R-B—+tHF THEIR=—E—+&
+=B=+—H +ZA=t+—-B2zAiEE
ZAR E—& B E=H
FET FET FET FET
BEMARBETE
"EME
—EE BB 50,000 - 50,000 -
N_T—XF THERIN =T —RF
+=—A=+—8 +-—A=+—HBHZAREHE
ZARE F—1 ==t BE=1K
FHET FHET FHET FHET
BEMARBETE
"EME
—EE — P ERH 87,662 = = 87,662
—HlE—BF 41,800 = 41,800 =

BETtHF+-A=1THLFE FREF_RoMLBER TEEAFIBHE="R(F
—RE B ZER AREBRRRRELEZ REPRERAAAERBR M2 EE -

FEEREVFEER - B—LF+-A=+—HEMH - HEDHEBLAEMTKIITTERBERA
BT RETYH Ll PRt R MR E A A ERLR - RBERRETHER - A&H
ERERNEMAWAEERRIIGESR -

AL 34@) i - BE—ZB—RFT-A=+—HBILFE - PREAMRENEEEH DR RRFERF
o

=
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1 REWE  HtWxE  BEAKEAREE L (E)
(b) MEAARETEE
(i) FE=RAA GBI AIGERITRIEABIE
EBRAME DA BEHRATBLEL - DESETELBNEEBRTT I REBDEHE Y &
ERRAARFETIHHEETE -

TEAMBRENEN —T—ARFT A=t -BZAAEDIRATSLEE YRS EANELBYE
MRREFHABRELEFELEE  AERAKRERTEEZHHUELEEX TR (EOIHHERSH
LLEFAS) HRLETE - WETEEREUNBHEERR @ #EHBSAAEFE -

FR - LAF=RAREAEEHREHNOT

—B—tF ZERF
FHBxT T
BREWME — ¥ — PEIR
R—HA—H 87,662 98,459
PE 5 AR 2,505 (4,748)
AnEREE - (6,049)
REEWB R RELIEFER (90,167) =
R+-—A=+—8H - 87,662
WEWEAREAEFAGA KSR Z [REWEGERE(BE) ] R -
RMERTEMEEE 2 T RENFRNIBSER ©
() YMIXEREFEZHOT :
e 2 I A
HEL# B¥ HELH 1BF
FEx FET FHET FAIT
B
— REHEE 122,616 56,259 123,749 48,235
BRI
— REHEE 532,974 67,766 = =
655,590 124,025 123,749 48,235
RE:
BARENRZ T RIEF - 50,000 = 41,800
BB R ESR 2 EF - 74,025 = 6,435
- 124,025 = 48,235
BECEHEREEACEEL ER 655,590 - 123,749 =
655,590 124,025 123,749 48,235
BERFAIRE (SE)BRAF / £, 2017
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RIS RaR M ot

12 RHTB ARz

TREHJFEAEEEE  BEXBBEZIENBRRFE - (RRAMEIN AR OERN AL EK -

FrBZEWNB AR AME 2 FTAEZZIEHHB AR » WERAER ZMEMERLE AR
FTEMBRARZFHBOT :
HMAL BRTREZ TEE
NREE BRIL/ AR it 2 BRAFEE ERERE FEEH
TREREATEEEERAR" e AMERARE 100% & BYERETEY
3,000,0007T BEESHE
RRYABTERAR BB 49,990,000 BB 17 100% BT
10,000 iR AR S
BB
Golden Harvest Cinemas Holding RERUHE TREE1IETZRGB 100% HAEERK
Limited
Golden Harvest Entertainment RBRZES 1,000 R EREE1ET 100% BEER
International Limited 2B’
Golden Harvest Films Distribution RERUHE LR E S ) 100% &R
Holding Limited
BA(EE)BRAR RBRZES 1REE 1 ET 25 100% #HEBEZ
Golden Harvest Treasury Limited RERUHS LR b ) 100% RAKEETAR
RitES
Golden Screen Limited &% 8,750,000 A% % 7 100% RELERE
REXFFERAF B 2 BB 1R 100% &R
BEMABRRE] BE 7,000,000 A& A% 17 100% EEEH
BRAERREBRAH BB 100 BRAx 2 R 100% HEER
114,000,000 f%
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12

R B AT 2w (E)
Eali A ERTRAR PN |
kS BRIL/ AR it 2 BRAGEE BEREX FEEH
BAEAREFEERRA 58 94,000,000 f& & {7 100% BEREREBELER
REFEARA s 23,000 A& 7 100% BYKEBIYEER
BITAREARERE
HEERY GIREEEHH H FBE 500,000 % T 100% TFHET
BRAFM

REEFYEARAT s 31,200,082 f&A& 7 100% HEER
Golden Village Multiplex Pte Limited ~ #7/03% 8,000,000 i &% 100% A&&EH

[ERERE I G i
Golden Village Pictures Pte Limited g 8,000,000 f& &A% 100% ERET

[EIRERIE I S i

4 Golden Harvest Entertainment International Limited 4} » _Fiftf{B AT 2 SR AR TIREEREA -

5 BRERIR Eﬁﬁﬁﬁ@?ZﬁLHﬁPM&;ﬁHﬁ@ - HEFEAR 17870 1,000,000,000,000,000 37 7T 2 B AN14 A HEUWER — £ B £4 ©
B baish - 2EEAELER NN ERER - NE A RLZ Al 45 R4 FEB8 1,000,000, ooo/%mjm&u&ﬁx&ﬂﬁﬁaﬁmﬁ
EPd 3 jfﬁ" 517 @8  R]#A#61 500,000,000,000 & 7T 2 B A& AW — ¥ R4 o IBER OB THBER R ARG KRR
ZHEF o

. ZARZBAEREAFEERREAEERZS -

Y EERARRREEREAERATRTEIAM T ZRIIEERE -
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BTSRRI ot

13

NG &% 2
—E—+tF —E—RF
FET FHET
BIEEEFE 142,937 201,122
TR AEEBESEREZFMAER
B
BEMALR BRTR A mALE  HKEAR
HERHEEEE £RERKA  SeEnd HERAFE BERE B8 BE IEEER
BETBRAERAR R ae 80,000,000 & 35.71% = 35.71% KEFHL
SRAEEH BB

A% 102 RIA

AEBSZEZAARECEORIBENSGHRELIFLTARER  NIRAESENGEMBHRERALR

R-FB—tF+A-THR AEEREENMESECERFELXRERAFTZIHT 0% KiE  HERZAZ

CEREMBARARAAKREZ2ENBAR - WEEHZFIFHNMFE29) °

TEREERFEFXERATAMBEZHBRNERATDZUBENMRE  ZFERREHRREREHRARERE

FAMBHRER L REEHR

BEEEFERRAT REZHROERAA
—E—+F —E-RF —E—tE —E-RF
FEx FHET FExT FET
AELEATEE:!
MENVEE - 125,296 424,926 322,215
FRBEE - 366,590 467,625 479,381
mEEE - (342,602) (458,034) (383,489)
FERBEE - (23,698) (34,245) (30,739)
Ly - 125,586 400,272 387,368
SFALMEEREE !
RekBReFEEE - 91,738 260,697 173,432
TETREE(TRIEE S M EA I FIEA KRB E) - 107,400 - =
FRDEMABE(TBEE S RE B FTIBEA R EE) - = 32,089 28,358
g 617,939 799,696 1,334,845 1,224,439
FECEER 2 EF 87,540 120,057 84,626 79,538
Hih2m s - = - =
2HNREE 87,540 120,057 84,626 79,538
BECEREZEE 59,030 197,681 101,831 143,906
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RNEELFE R (B)
EFEYERRAT BEZBRAERAT"
—E—+tF —T—RF “E—tF “E—RF
FTERx FHT T FET
BN 18:-F
IE Rk 54,084 48,758 82,498 69,387
FBMA 10 14 188 232
FERAY 2,880 3,209 109 101
FTEHAX 22,292 24,171 18,031 19,339
HAKEERAE X EZYER
AECEEEFEANEH - 125,586 400,272 387,368
AEBERER - 50% 35.71% 35.71%
AEBERGAECEEETFE - 62,793 142,937 138,329
kS - = - =
RERE TS RE 2 REE - 62,793 142,937 138,329

*®

R LR IFRFRGMEBHAER

BEZRBENBERRR ([EFE D) BRZBFEMD  PREBERBRBZEIEZGR - BRRRZIHAER=-F
—HER BB INARR LR - AEFAIEELETH  RRUNZERINFETABRAESR - BRA KA
BRME RS S BL BEFTE -

FRRFEYEARAAN - ZE—tF T A=+ B ZUBRARAB ZMBERLETARE - ERZKRE
B tHFTA-THARHAELEEN S BEMBLRR - XA RBEERRFEXEARARNRBE_Z
—tFT A=+ RIFEZEERR P BEENEEREEAR " E—+F A RE_T—tF+A-+HH
IRz 2ERE  REZBBEARINEARBZE 2R -
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BTSRRI ot

14 BREE

5L EFEBR% o5 &5t
T FH&TT T FHT
R
R-ZE—RF—HF—H"
—E-RE+-A=+—HE
—ET—+F—H—H 80,524 = 1,890 82,414
BRBEN B R RIARE (M:E29) 436,544 7,407 = 443,951
R—_BE—+tF+=-A=+—H 517,068 7,407 1,890 526,365
S TN
R-ZE—XR"F—H—H"
—E-RFE+-A=t+—-BK
—E—+F—HF—H = = = =
AEEER = 740 = 740
RZE—+tF+=-A=+—H = 740 = 740
FREEE
R—_EBE—+tF+=-A=+—H 517,068 6,667 1,890 525,625
RZZE—R"F+=—A=+—H 80,524 = 1,890 82,414

et -

() FERAREFNEBXAERZAR] R The Sky ] LA RRFT IS KA LA Golden Village | f&# + I 7] LALRES « 5% - B -

TR0 RETHA LERAS 2 A ER -

EEEANTIESR  BRAFNEEZAEEAERAEREE

(@) ZAEE-EEAZEHE UHEERMER K

(b) AKECELAREEEBERPAERELESER UESIRSEENE MREFESLEEEAYURELRE

1BERPHIRR ©

RZFB—tF+-RA=+—0 EFEBUEXGHEM B THER I AIRESEETHG - ERRELEN  BF2

AU el R EL AR (E - R R SR DR o

(i) BPARKSAKER-_ZT—tFAA=+—PRUBZIFRESARAR (NZEFRE]) RERNBZEEREFTNIGH

EFRRE -

REFEEFEEEESERRPEFNE BEZTHYREZERPUEIARPEN  ERSELPARTRERZIEX R
RECRBHRZDERETEREE  BARTRAZETLNEELT R  ANBERAF 2R IRHBRSEMH -
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15 B/E
—E—+tF ZE—RF
FHET FET
%N
n—A—H 73,658 91,628
WHEMT B A=) (MfaF29) 634,768 1,599
BN OB ARBIESS (WiE34) - (18,587)
[E X - (982)
L e el N 708,426 73,658
R EEEE -
wn—A—H 16,425 16,425
TEETIE 34,000 =
WY=RA=+—8 ... 5045 16425
REE
RW+—_A=+—H 658,001 57,233

BEHBZREELEMRERNR
BERINTREEARREB D BOIREARER BN ReELBML((REELEM])

—F—t%F —B—XF

FiET FET

BT REE — REA 23,233 57,233
KR 2R N BTN (KT aE 29(a)) 571,346 -
KA —E S (K15t 29(0)) 63,422 =
658,001 57,233

BRI RBE — HERH
ReELBU RS RREREEFE - FHFAERAREEREEMLERENEFE 2 RAEMERE
B TRR B S R &= [ v B 3 0 BB E R BR 2 B AT BAIR R 20% (ZF— X% 1 20%) 5t E »

FABRRZBEBBEEASENFEANM 2 BT REEERER ARBEELABNERZEN KBS EE
25,445,000 7T  TE AR EI S BRATFEABRZ 2 T F 8B EES#E— S RERRE -
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B 75 R R I

15

16

BE (&)
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