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Biographical Details of Directors & Chief Executive Officer

E%&Eﬁﬂ"

CHAIRMAN AND EXECUTIVE DIRECTOR

Mr. Wu Kebo (“Mr. Wu”’)
Aged 57

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.
WAu joined the Company in October 2007 and is the cousin of Ms. Go
Misaki, an executive director of the Company.

EXECUTIVE DIRECTORS
Mr. Li Pei Sen (“Mr. Li”)
Aged 73

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 Interational 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 |5 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.
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Biographical Details of Directors & Chief Executive Officer

EE&EE&”

Ms. Chow Sau Fong, Fiona (‘“Ms. Chow”’)
Aged 48

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 | 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 | January 2008 and 3| 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.

Ms. Go Misaki (“Ms. Go”’)
Aged 45

Ms. Go (former name: Wu Kexuan) has been appointed as an executive
director of the Company with effective from 9 September 2019 and is
also currently a director of certain subsidiaries of the Company. She has
served as general manager of Chikou Company Limited, a company
primarily engaging in telecommunications service for the last two
decades, since 2003. With almost 20 years of extensive working
experience in telecommunications service and entertainment industry,
Ms. Go provides professional consultation and service across the world
and participates in managing and executing network equipments
projects, screen & position advertising, alternative content, cinema-based
merchandise and other diversified entertainment. Ms. Go is the cousin
of Mr. Wu Kebo, being our current executive director.

Ms. Go graduated from Guangzhou Jinan University in 1996 with a
diploma of Foreign Trade and Economics and obtained a diploma of
General Art & Science from Mohawk College in Canada in 1999 and a
diploma of International Economy & Business from Nakano School of
Business in Japan in 2003.
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Biographical Details of Directors & Chief Executive Officer
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Mr. Peng Bolun (“Mr. Peng”)
Aged 30

Mr. Peng has been appointed as an executive director of the Company
and the finance director of the China operation of the Group effective
from 9 September 2019. Before joining the Group, he respectively
served as a director from July 2017 to September 2019 and assistant to
chairman from March 2018 to September 2019 of Orange Sky
Entertainment Group (International) Holding Company Limited
("OSEG"). Prior to joining OSEG, Mr. Peng held several positions at
Ernst & Young (China) Advisory Limited from 2015 to 2016 and
Northeast Securities from 2016 to 2017, where he specialized in
derivative valuation, transaction services and investment banking. Mr.
Peng obtained a master's degree in Financial Engineering from Cornell
University in 2014. He is a CFA charterholder and a certified FRM.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Leung Man Kit (“Mr. Leung”)
Aged 67

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. As of |8
September 2019, Mr. Leung has commenced his Responsible Officer
Type 6 role in Grand Moore Capital Limited. 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
AlG Infrastructure Fund L.P.
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As at the date of this annual report, Mr. Leung holds or held
directorships in the following listed companies in the past three years:

Name of the listed company

NN Y

NetEase, Inc., a company listed on NASDAQ and

the Main Board of the Stock Exchange

(NASDAQ NTES; HKEX: 9999)*
WP PNMHER MBRMEREmZ A

(#9HTETS « NTES; BEZZAT © 9999)*

China Ting Group Holdings Limited,
a company listed on the Main Board
of the Stock Exchange (stock code: 3398)

EREEZEBRAR AR REBRAERLET

2 naE (R RSR - 3398)

Unitas Holdings Limited, a company listed on

the GEM of the Stock Exchange (stock code: 8020)
RSEREEBR AT - REAAGEM £

2R A (A RSE - 8020)
China Huiyuan Juice Group Limited,
a company listed on the Main Board of the
Stock Exchange (stock code: 1886)
HEVERRTEBER AR R
2 naE (R RSR - 1886)

China Electronics Optics Valley Union Holding

Company Limited, a company listed on the

Main Board of the Stock Exchange (stock code: 798)
ZRAR AR - RERMAERLES

RERABE
Z XA (BRI SR - 798)

Luye Pharma Group Ltd. , a company listed
on the Main Board of the Stock Exchange
(stock code: 2186) *

G HIHERFRAR - RBRMAERETZ

GARFTER LT
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Term

58

July 2002 to present
“EE_FLAES

November 2005 to present
—EERF+—AES

October 201 | to November 2018

— :f__fﬁ—f—ﬂ:l:
—N\F+—A

June 2012 to January 2019

:’7’*_5!5/\)513
—hF—H

March 2014 to May 2020

“E-NE=Z/ZF
—E-TFHA

June 2014 to present
“E-MEAAZS

AR (AR - 2186)*
# Mr. Leung is the chairperson of the audit committee, compensation #
committee and nominating committee.
* Mr. Leung is also the chairman of the audit committee of these  *
companies.

RARFRAE
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Position
B v

Independent non-executive
director

BUIFNITES

Independent non-executive
director

BIUFFNITESR

Executive director

WITES

Independent non-executive
director

BIFFNITER

Independent non-executive
director

BUIFITES

Independent non-executive
director

BYIFNITES

RAERZEARZENEZES  FHEEIRE
BERREERE -
REENMRZERRZEREZERIRE -

ERBARRE (KE) ARA
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Biographical Details of Directors & Chief Executive Officer
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Ms. Wong Sze Wing (‘“Ms. Wong”’)
Aged 42

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 has been the chief financial officer since July 2010 and
was joint company secretary between February 2009 and March 2017
of Yingde Gases Group Company Limited which was previously listed
on the main board of The Stock Exchange of Hong Kong Limited 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.

As at the date of this annual report, Ms. Wong holds or held
directorships in the following listed companies in the past three years:

wWRRE((®EL)
m+=5%
BXIR-_Z-ZTFONA -+ AARZERAR

B IEHT %$%¥ﬁ@ﬂ ZEBRNEREZES ﬁﬁZ =
FE-ZE-—F=ZA-+ BREZERED
HWEESTRRREREZEEGNKE - Eﬁiﬂ%iiﬁ
THEEXEHER - KE_T-TFLAREER
BREEEERARNEREMBE  UER_TE
NEFZRAE-ZT—LF= AHREEIBEARNE
ZAFERNBEBERSMER AR IR LT -
VWHRBEGEEBERSR ELLTEEERERZE
EERMBE - REMBNICEZTLPEEE(PE)
ERAREEVHEE - 2227 T B E K HE Avex
Group Holdings Inc. ()R B & & B R F] © Ave><
Group Holdings Inc. R R RFEH 5 ETHEI R
HELTR -_EEN\F— HL{E$“%Z’§@§FH7T%
BRIGEEEZGEUE (TR BRAR B -
BT B RN ELBGES S BT EERE
BELIR-_ZET-FRIE E/%ﬁﬁiﬁ'éfigiﬁ
fi o ?BZ%?I\%:‘E—:EZ%EP@B%I%ﬁﬁ?uﬁi’e
THAETIRHERELRN BRI 2T =F
RABBGHMAEEE -

88 =

RAFHAH ERLRETINBE=FCEE
I ERARMERR

Name of the listed company Term Position

tHARERE {EHA B

Rici Healthcare Holdings Limited, June 2016 to present Independent non-executive
a company listed on the Main Board of ZE-RFERAES director
the Stock Exchange (stock code: I526)* BYIENTESE

B EREIERER A - R
EmZREN(FRMDARSR - 1526)*

Wangsu Science & Technology Co. Ltd,
a company listed on the ChiNext Board of
the Shenzhen Stock Exchange
(stock code: 300017)*
BERMBRNERAR - WRIIEBHR S MAEIER
Lz AR (B  300017)*
ZHEJIANG DAHUA TECHNOLOGY CO., LTD.,
a company listed on the SME Board of
the Shenzhen Stock Exchange (stock code: 002236)
HTRERMRMDERAE - WRINEHZH PR
R ZER BT 2 AR (B4 HU5% : 002236)
GANFENG LITHIUM CO,, LTD., a company listed on
the Main Board of the Stock Exchange
(stock code: 1772), and the SME Board of
the Shenzhen Stock Exchange (stock code: 002460)
TIPS ERN AR AT - RERAER
Emznw] (MRS : 1772)
KRY SRR 5 /MR R
Lz AR (BRAHHE + 002460)

PR AT ER

—F—

—=—

-z

* Ms. Wong is also the chairlady of the audit committee of the company.

# Ms. Wong is also the chairlady of the remuneration and evaluation
committee of the company.
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Mr. Fung Chi Man, Henry (“Mr. Fung’)
Aged 52

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, HKICPA Disciplinary Panel, CAAO Disciplinary
Panel and a chairman of the Appeal Tribunal Panel (Buildings) in Hong
Kong.

CHIEF EXECUTIVE OFFICER

Mr. Yeung Ho Nam (“Mr. Yeung”’)

Aged 35

Mr. Yeung joined the Group on | June 2020 and was appointed as the
Chief Executive Officer and co-Chief Financial Officer on the same day.
Since 4 August 2020, Mr. Yeung has been re-designated an enlarged
role from co-Chief Financial Officer to Chief Financial Officer and
continues to be the Chief Executive Officer. He has rich professional
experience in Greater China corporate finance focusing on cross-border
structured finance, mergers and acquisitions, and corporate treasury
advisory. Prior to joining the Company, Mr. Yeung served as an
executive director in the Corporate Finance function in Standard
Chartered Bank (Hong Kong) Limited from 2014, responsible for
leveraged and structured debt origination for Greater China corporates.
Mr. Yeung started his career in the Global Banking Department of the
Hongkong and Shanghai Banking Corporation, serving in client coverage
from 2007 to 2014 focusing on loan structuring, capital market
origination, and cash management advisory for Hong Kong and China
corporates. Mr. Yeung has long established track record and is well-
recognized in the financing and debt advisory aspects for technology,
entertainment and media industry in the region involving in multiple
transactions. Mr. Yeung holds a Bachelor of Arts with General Honors
in Economics from the University of Chicago in lllinois, United States.
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Chairman’s
Statement :f%-#ym—z

Jul

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”) of Orange Sky Golden Harvest Entertainment (Holdings)
Limited (the “"Company”) and its subsidiaries (collectively the “Group”), | am pleased to present the Annual Report of the
Group for the year ended 3| December 2020.
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BUSINESS REVIEW

2020 is the most challenging year since the Group’s incorporation in
1970. The Group's exhibition business across Hong Kong and Singapore
have been put under prolonged trading halt along with the global
lockdown measures to cope with the novel COVID-19 outbreak. Our
Taiwan exhibition business remained opened during the year but was
severely affected by the lack of blockbusters during the year. As a result,
the Group recorded total turnover of HK$322.6 million in 2020,
representing 70% year-on-year reduction from 2019.

In view of such daunting environment, the Group's focus in 2020 has
shifted to preservation of liquidity and further improvement in cost
structures to retain the Group's long-term competitiveness. As a result
of our efforts, the Group is proud to be one of the very few large
cinema chains that achieved positive EBITDA in our main operating
regions across Singapore and Taiwan during 2020. We believe this is
indeed a remarkable achievement considering the extremely difficult
operating environment with prolonged business disruption during the
pandemic.
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Chairman’s Statement

EFEHES

For full year 2020, the Group’s net loss attributable to shareholders
taking into account non-cash impacts from (i) HK$26.4 million one-off
impairment losses on the Group's fixed assets under the Group's
exhibition business; (i) HK$7.5 million one-off loss arising for the
impairment of the discontinued PRC Club House operation; (iii)
HK$33.2 million additional interest expenses on right-of-use-assets for
the Group and HK$19.3 million reduction in share of profit from joint
venture along with the application of Hong Kong Financial Reporting
Standard 16, Leases (“"HKFRS 16") from | January 2019 onwards; and
(iv) the valuation loss on investment property of HK$6.5 million.

PROSPECTS

Even amidst the difficult operating environment in 2020, the Group
remained confident in the future of film exhibition and distribution
businesses. The Group is delighted to note that gross box offices in
regions whereby the pandemic is better controlled have gradually
recovered. In particular, the fact that gross box office in Mainland China
hit historical record during the 2021 Chinese New Year Golden Week
have proven that cinemas and situational entertainment remained
essential for the public.

The Group has plans to further expand our cinema network in its key
operating geographies, whereby the Group has contracted 6 new
cinemas across Hong Kong, Singapore, and Taiwan in the period, which
are expected to be opened in the next 2 years. On 9 December 2020,
the Group has entered into a Heads of Agreement with mm2 Asia
Limited to merge Golden Village with mm?2 Asia Limited's subsidiary
mmCineplex which operates 8 cinemas in Singapore and |4 cinemas in
Malaysia, as well as the two companies’ film distribution businesses in
the region and mm2 Asia Limited's online streaming business into one
larger entity. Should this merger be completed, the Group's market
leading position in Singapore will further consolidate and venture into a
new operating geography in Malaysia.

The Group has accelerated its pace to penetrate into the fast-growing
live entertainment business and the first state-of-the-art 360 theatre is
expected to open business in the fourth quarter in 2021, and three
more theatres will gradually open in the next 6 months afterwards. The
Group's first new concept cinema featuring flexible exhibition halls that
can host live concerts and theatres, a foyer area that combines the
aesthetics and practical uses of an art gallery, as well as a movie themed
Gold Class bar and lounge will open business in the fourth quarter in
2021, and our cinema will gradually be converted into entertainment
centers to maximize cross-selling in cinemas.

The Group firmly believes that negative impact from COVID-19 is
short-lived and the Group’s performance will recover rapidly thereafter.
Looking forward, the Group will continue to take active steps to
strengthen our market leader position in the traditional film exhibition
and distribution businesses via new cinema multiplexes setup, and
opportunistic acquisitions of regional entertainment companies that
have synergy to the Group's existing business. Leveraging on our
network across the entertainment industries across the PRC, Hong
Kong, Singapore, and Taiwan, we will actively expand into other non-
film live entertainment businesses across our operating geographies to
deliver rapid growth to shareholders.
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Chairman’s Statement
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ORANGE SKY GOLDEN HARVEST'S

Cinema Portfolio
EX= 5E MR E S

(as of 31 December 2020 HEZ—_Z_ZTF+_A=+—H)

Net average

Admissions ticket price

Number of Number of (million) (HK$)

cinemas screens ABBER FHERE

FHEE RERE (BBAR) (&)

Hong Kong a5 7 24 05 72
Singapore ETimIE 13 104 26 61
Taiwan =N 15 165 79 64
Total FEE 35 293 1.0 63
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BUSINESS REVIEW

Founded in 1970, Orange Sky Golden Harvest Group has been a world-
class Chinese language film and entertainment company primarily
engaged in film exhibition, film and TV programme production, and film
distribution businesses.

Since its inception, the Group has produced and financed over 600
movies and is currently the only cinema chain that operates across
Hong Kong, Singapore and Taiwan. To date, the Group owns a movie
library of over 140 movies. The Group has played a vital role in the
development of Chinese language film industry.

During the year, the novel COVID-19 outbreak has posted
unprecedented challenges to worldwide economy. The Group's main
operating regions Hong Kong, Singapore, and Taiwan have seen their
local economies contracted respectively during the year, with retail and
entertainment spending affected severely by social distancing measures
coupled with austere labor market conditions. In particular, the global
lockdown has hit the film and entertainment industry with cinemas in
most geographies closed for extensive periods. For those regions
whereby cinemas remained open, admissions were also affected by the
lack of blockbusters movies in the year.

In view of such daunting economic challenges, the Group's focus during
the year has been on further improvement in cost structures to
preserve the Group's long-term competitiveness across all regions. As a
result of stringent cost cutting measures, the Group is proud to be one
of the very few large cinema chains that achieved positive EBITDA in
our main operating regions across Singapore and Taiwan during the
2020.

During the year, the Group has placed particular emphasis on reserving
liquidity and obtained a HK$1,548.0 million 3-year committed loan
facility at the peak of the pandemic to allow sufficient buffer to weather
the difficult times and position for future business developments. Backed
by the Group'’s strong liquidity, the Group has ventured into PRC live
entertainment industry to capitalise our branding equity and goodwill in
classic Chinese language movies. We firmly believe our market leading
position in film exhibitions supported by strong liquidity will position the
Group for rapid recovery as COVID-19 alleviates in 2021 onwards.
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Film Exhibition

As at 3| December 2020, the Group maintained its network of 35
cinemas and 293 screens across Hong Kong, Singapore, and Taiwan.
The Group’s film exhibition business remained as the undisputed market
leader in Singapore and Taiwan with 51% and 40% respective share in
local box office during the year.

Despite the Group's continued effort, the Group's operations have
been severely affected by lockdown measures implemented by the
Hong Kong and Singapore governments, whereby cinemas have been
ordered to close for around |7 weeks and around |6 weeks
respectively in the two geographies. While the Group's Taiwan
exhibition business remained opened during the year, its business results
have been affected by the delay in blockbusters movies release and
reduced social interactions amidst the worldwide pandemics. As such,
our cinemas across Hong Kong, Singapore and Taiwan served
approximately | 1.0 million guests as compared to 25.5 million guests in
last year. Even amidst the difficult operating environment, the Group
remained confident in the future of film exhibition and have expanded
further our cinema network in its key operating geographies.

Operating Statistics of the Group’s Cinemas
(For the year ended 31 December 2020)

Number of cinemas* FBIE *

Number of screens* REEE *
Admissions (million) AGER (BB AR)
Net average ticket price (HK$) FIERBE BT

* at 31 December 2020

Hong Kong
Operating Statistics of the Group's Cinemas in Hong Kong
(For the year ended 31 December 2020)

Number of cinemas* B A

Number of screens* IREEE*
Admissions (million) ABER(BEAR)
Net average ticket price (HK$) T EREBEGET)
Box office receipts (HK$ million) EEWA(BEET)

* at 31 December 2020
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All Hong Kong cinemas have been put under mandatory closure from
28 March 2020 to 7 May 2020, from |5 July 2020 to 27 August 2020,
and from 2 December 2020 to |7 February 2021 for a total of around
|7 weeks during 2020. Other social distancing measures such as
separation of cinema patrons, restrictions in food and beverages inside
the exhibition halls, together with delay in blockbuster movies have
together resulted in 79% drop in total Hong Kong box office from
HK$174.0 million in 2019 to HK$36.3 million in 2020.

The Group's Hong Kong operations branded under Golden Harvest
Cinemas continued to operate 7 cinemas and 24 screens in the city
during the year. The operation recorded total gross box office receipt
of HK$36.3 million during the year, representing 6% share of the Hong
Kong total box office, remained similar to the last year (2019: HK$174.0
million). Net average ticket price of the Group amounted to HK$71.9
during the year, compared with HK$81.0 over the last year. The
decrease of |1% given the lower ticket price was to incentivise patrons
return to cinema after cinemas re-opening.

The Group’s screen advertising business maintained with contracts
covering 18 cinemas and 79 screens during the year. However, screen
advertising was affected given the sluggish economic condition amidst
COVID-19 resulted in vast reduction in advertising budget for
corporates.

To mitigate the lack of blockbusters movies, the Group has arranged
special screening of classic Hong Kong and western movies such as
Perish In the Name of Love (% Z7E), 2001: A Space Odyssey (2001
1#717), Jumanji: The Next Level (¥t BZJ42 - BRIIE) and The
Shawshank Redemption (HE =) to attract movie fans back to
cinemas. These special screenings were deemed as success with the
highest fill rate of over 35%.

Hong Kong is the home market for the Group and Hong Kong
exhibition business has been the core of home business. Given the high
rental environment and social unrest in Hong Kong in recent years, the
Group will cautiously maintain our presence in the city while trying to
maximise cost efficiency.
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Singapore
Operating Statistics of the Group’s Cinemas in Singapore
(For the year ended 31 December 2020)

g
REE BRI BRI
(BEZ=—F_FF+_A=+—HIFE)

2020 2019
—EBCEF —T—hE
Number of cinemas* e * 13 14
Number of screens* REEE * 104 112
Admissions (million) ABER (AEAR) 2.6 8.3
Net average ticket price (S$) SEHEEEE (FTNRT) 10.7 10.6
Net box office receipts (5$ million) FREEWA (BBEFMNET) 27 88
* at 31 December 2020 * BE-ZT-TF+=-A=+—H
Singapore has been the main revenue contributor to the Group, FMFEEAEENFEWANRE  F_T—NLF R

attributing to 47% and 54% of the Group's total revenue across 4
regions in 2019 and 2020 respectively. The Group's Singapore
operations under the Golden Village Cinemas (“Golden Village™) brand
remained as the market leader locally operating a network of |3
cinemas and 104 screens, attributing to 38% of total installed screens in
the country. Golden Village maintained as a market leader in Singapore
where the market share stood at around 51%.

During the year, Golden Village reported net box office receipts of
$$27.4 million (2019: S$87.6 million), representing a decrease in net
box office receipts of 69% compared to last year. Such reduction was
primarily due to the Singapore Government ‘Circuit Breaker' initiative,
whereby most Singapore retail businesses including cinemas were shut
down. The Singapore cinemas have been temporarily closed from 27
March 2020 to 12 July 2020, which forbid the Group from generating
any income.

To partially mitigate the effect from cinemas closures, Golden Village
has strived to open up new initiatives such as special movie screening,
sales of movie vouchers, and partnership with landlords, e-commerce
websites, to maximise our sales as much as possible. In the meantime,
Golden Village continued to source quality independent movies for
distributions in Singapore to position the chain for exclusive screenings
post cinemas re-opening. As a result, the Group is proud to confirm
that Golden Village has recorded EBITDA of S$0.3 million in 2020.
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Golden Village has been a household name in Singapore with a
considerable larger scale of operations compared with local competitors.
Golden Village has signed a lease agreement to open a 8 screens cinema
in Katong Mall which expected to be opened in the third quarter of
2021. The Katong Cinema will be the first “new cinema” concept of
Golden Village intending to serve as an entertainment center featuring
flexible exhibition halls that can host live concerts and theatres, a foyer
area that combines the aesthetics and practical uses of an art gallery, as
well as a movie themed Gold Class bar and lounge that intends to
provide the best immersive dining experience to patrons. Going
forward, Golden Village cinemas will gradually be converted into such
entertainment centers to adapt to the evolving entertainment needs.

Golden Village's significant cost advantage has attracted competitor to
merge their businesses with Golden Village to leverage on cost synergy
and economies of scale to stay afloat amidst the challenging
environment. On 9 December 2020, the Group has entered into a
Heads of Agreement with mm2 Asia Limited to merge Golden Village
with mm2 Asia Limited’s subsidiary mmCineplex which operates 8
cinemas in Singapore and 14 cinemas in Malaysia, as well as the two
companies’ film distribution businesses in the region and mm2 Asia
Limited's online streaming business into one larger entity. The merger
discussion is ongoing and the Group will announce when further
material progress is made.

Taiwan
Operating Statistics of the Group’s Cinemas in Taiwan
(For the year ended 3| December 2020)
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2020 2019

223 —T—hE

Number of cinemas* EWMEE * 15 16
Number of screens* IREHE * 165 |64
Admissions (million) ANSEZR (BB AKX) 7.9 [5.1
Net average ticket price (NTD) THEEREE (FEH) 246 240
Net box office receipts (NTD billion) FHEERIWA(TEHREE) 1.9 3.6

* at 31 December 2020
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During the year, Taiwan's net box office receipts amounted to NTD .9
billion, registering a decrease of 46% from NTD3.6 billion in the last
year. Given Taiwan’s effective response to COVID-19, Taiwan has
successfully avoided the need for a large scale lockdown similar to most
of other geographies, and cinemas in Taiwan have remained open
during the year. The reduction in box office is primarily due to the delay
in blockbusters movies release which awaits re-opening of cinemas in
other geographies, coupled with weak consumer sentiment during
chronic health concern amidst global COVID-19 pandemic. Thanks to
the positional Vie Show cinema circuit (“Vie Show") as the largest film
exhibitor, Vie Show managed to secure 45 exclusive film releases such
as DIGIMON ADVENTURE Last Evolution KIZUNA ({152 H LAST
EVOLUTION#¥) and Fate/stay night [Heaven's Feel] Il spring song (Fate/
stay night [Heaven’s Feel] Ill. Z#2.2 %) during the year. Vie Show’s
restaurant operations and theme park operations have continued to
perform during the year, and together partially mitigated the impact
from lack of blockbuster movies. As a result of Vie Show’s cost
advantage arising from economies of scale and diversified operations,
Vie Show has recorded EBITDA of NTD1 I.0 million during 2020.

The Group's 35.71% owned Vie Show continued to be the largest
cinema chain in Taiwan operating a total of 15 cinemas, comprising of
|65 screens as of 31 December 2020, with a market share of 40%.
Adhering to the Group's comprehensive entertainment hub strategy,
Vie Show operated a chain of “UNICORN" brand handmade popcomn
stores across all its cinemas locations and a Japanese fried chicken chain
“TORIKAI" across 3 locations in Taiwan. Vie Show has also ventured
into the family focused artificial snow theme park “SNOWTOWN" in
Taichung Mitsui Outlet Park. SNOWTOWN is an indoor theme park
that allows visitors to enjoy snow at a “feels like” temperature of 20°C.
In addition, Vie Show has operated a mall in Xinyi District where its
flagship Xinyi Vie Show cinema is located.

As at the end of the year, Vie Show has contracted 4 new cinemas and
a theme park, which will gradually be constructed and enter operations
from 202 | onwards, whereby upon completion will further enhance Vie
Show market shares and further reduce Vie Show reliance on cinema
operations.

Compared with the Group's Hong Kong and Singapore operations
which saw mandatory cinemas closures, Vie Show was relatively less
affected by COVID-19 during the year with impact primarily arising
from the delay of Hollywood blockbusters. To partially mitigate the lack
of Hollywood blockbusters and to fully leverage on the market
leadership in cinema operations locally, Vie Show has incorporated a
new film production and film distribution associate Bole Film CO., Ltd
(1A%t 52 Z RN BBR A F]) with the Taiwan Ministry of Culture and
other leading cinema chains in Taiwan.
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The Group is confident that once blockbuster movies are released and
local movie productions pickup, Vie Show's performance will quickly
return to normal. The Group remained committed in Vie Show and will
continue to develop Vie Show into a leading comprehensive
entertainment operator in Taiwan.

Film & TV Programme Distribution and Production

The Group’s film library carried perpetual distribution rights for over
140 self-owned titles, which contributed steady licensing income to the
Group. One of the Group's key initiatives is to work with external
studios for redevelopment of the Group'’s existing classical Chinese
movies intellectual property into online movies.

Riding on the Group’s leading position and long tradition in film
distribution and production, the Group is one of the largest independent
film distributors in Hong Kong, Singapore, and Taiwan. On an aggregated
basis the Group's film distribution and production business recorded
revenue of HK$50.5 million (2019: HK$69.1 million), representing a
decrease of 27% compared to last year which mainly attributable to
quarantine measures imposed in multiple areas of operations of the
Group which including temporary closure of cinemas to cope with the
COVID-19 pandemic during 2020. The distribution revenue was mainly
generated by distributing releases such as A Good Doctor (&84 i# i)
and The Infernal Walker (#E(E7T4 < 4£3E&7T) in Hong Kong, The
famous releases outside Hong Kong were Little Big Women (Fl#%) and
Sumikkogurashi: Good to be in the Comer (f5/\NEFEEIR: BEZAE
FAEWIFTAIK) in Taiwan and Train To Busan: Peninsula (FEAF5) in

Singapore.

For the production sector, the Group continued to remain prudent in
investment decisions but remained active in seeking opportunities to
work with local and overseas studios to produce movies and TV
programmes of high quality.

FINANCIAL REVIEW
Profit and Loss

During the year, the Group's performance was severely affected by
cinemas closures and the lack of blockbuster movies amidst global
COVID-19 pandemics, resulting in 70% reduction in revenue to
HK$322.6 million (2019: HK$1,060.8 million). Gross profit for the year
amounted to HK$204.| million, compared with HK$668.6 million during
last year, representing a drop of 70%. Gross profit margin remained
stable at 63% for both 2020 and 2019.

The Group has focused on cost savings during the year to preserve its
long-term competitiveness. Via reduction in marketing expenses, utilities
expenses, part-time labour costs, and other non-essential services, the
Group has managed to reduce its selling and distribution costs and
general and administrative expenses by HK$163.3 million during the
year, representing 26% year-on-year reduction from last year.
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Other revenue and other net income or loss of HK$156.9 million
represents primarily exchange gain, subsidies and rental support from
governments and landlords. Interest income during the year reduced to
HK$9.0 million from HK$22.1 million in the last year in light of the low
interest environment amidst quantitative easing measures imposed by
various governments.

The Group's finance costs consisted mainly of interest expense on bank
loans and interest on lease liabilities. Interest expense on bank loans
amounted to HK$30.5 million, compared with HK$42.7 million in last
year, the reduction is primarily due to low interest environment during
the year.

The Group’s joint venture in Taiwan recorded a net loss during the
year, in which the Group’s share of loss of the joint venture amounted
to HK$38.9 million (2019: share of profit of HK$24.6 million).

Depreciation expense for the year amounted to HK$195.9 million
(2019: HK$207.6 million). Loss attributable to equity holders was
HK$288.2 million, compared with a loss of HK$35.1 million in the last
year.

FINANCIAL RESOURCES AND LIQUIDITY

Despite the serious economic challenges, the Group's financial position
remained healthy with net assets of HK$1,882.7 million as of 31
December 2020.

As of 31 December 2020, the Group has total cash and cash equivalents
amounting HK$985.5 million (31 December 2019: HK$1,068.3 million).
Pledged bank balances were reduced to HK$67.9 million, compared
with HK$137.0 million as of 31 December 2019.

The Group’s total outstanding bank borrowings amounted to
HK$1,206.1 million (31 December 2019: HK$1,057.1 million), translating
into a modest net borrowings (defined as total outstanding bank
borrowings less cash and bank balances) of HK$152.7 million. The
Group’s bank borrowings comprised primarily of a 3-year committed
loan facility secured by pledged cash, corporate guarantees, equity
shares and properties.
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The Group's net gearing ratio, calculated on the basis of net borrowings
over total assets stood at a healthy level of 29% (31 December 2019:
22.4%) and our cash to bank borrowings ratio at 87.3% (31 December
2019: 114.0%). The Group at this moment has reasonable financial
leverage. Management viewed the Group's financial position to be in a
healthy position providing sufficient liquidity to withstand any challenge
posted by COVID-19, while also able to support ongoing cinema
projects, as well as potential merger and acquisitions of other regional
entertainment companies. The Group believes that its current cash
holding and available financial facilities will provide sufficient resources
for its working capital requirements.

During the year, the Group’s joint venture Vie Show has obtained a
NTD500 million 5 years loan supported by guarantee from a fund and
the chairman of Vie Show, which further enhanced Vie Show's capital
structure. As of 31 December 2020, Vie Show is in a net cash position
with total loan amounting of NTD,618.4 million and total cash on hand
of NTD2,001.9 million, representing a strong liquidity and prudent
financial management.

The Group's assets and liabilities are principally denominated in United
States dollars, Hong Kong dollars, Renminbi and Singapore dollars,
except for certain assets and liabilities associated with the investments in
Taiwan. The Group's foreign exchange gain during the year amounting
HK$45.7 million represents primarily gain from Renminbi and Singapore
dollars appreciation against Hong Kong dollars. The Group's bank
borrowings are denominated in Hong Kong dollars and Singapore
dollars in line with the Group’s main operating currencies. Each of the
Group's overseas operations were operating in their local currencies
and are subject to minimal exchange risk. The Group 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 2020 (31 December 2019: Nil).

OUTLOOK

COVID-19 has posted unprecedented challenges to worldwide
economy, and the film and cinema industry has become one of the
worst hit segments. Nevertheless, the Group will continue to improve
its cost structures so as to strengthen our core competency in each of
the operations.

In the PRC, the Group has signed cooperation agreements with local
PRC governments in Suzhou and Xian to operate 4 stages and bring in
unique live performances that marries advanced stage technology from
Europe, local Chinese stories, created by renowned talents from all over
the world, dedicated to providing a stunning theatrical experience to
local audience. The Group will be responsible for the content creation
and operation of the theatres and not be responsible for the capital
expenditures in relation to the building of the theatre infrastructure. The
unique business model allows the Group to venture into the traditionally
asset heavy theatre operations with relatively modest investment. The
first theatre is expected to enter operations in the fourth quarter of
2021.
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In Hong Kong, the Group continues to explore opportunities to further
expand our cinema network. Riding on the success of alternative
contents in previous years, particularly live broadcasting of Japanese and
Korean mini-concerts, the Group is exploring possibility to expand into
live entertainment businesses locally. At the same time, the Group is
dedicated to look for investment opportunities in quality film and/or
distribution projects in the territory.

In Singapore, the Group will continue to grow by actively pursuing
suitable cinema sites. Currently, Katong site is under re-development
and will bring in the best cinematic experience to patrons upon
reopening on third quarter of 2021. The Group is dedicated to maintain
high quality services in regular and gold class auditoriums and to
introduce creative product offerings such as toys merchandise to its
customers. Should the merger with mm2 Asia Limited’s cinema
operations successfully completed, the Group's Singapore operations
will materially solidify its market leadership position and obtain further
synergy from the leading market shares.

In Taiwan, Vie Show will continue to expand its cinema network with a
stable pipeline of potential sites to be opened in the coming years,
supplemented by further diversification into mall management, theme
park operations, film productions and distributions, as well as food and
beverage businesses.

Looking ahead, the Group will continue to actively seek investment
opportunities in the regional media, entertainment, technology and
lifestyle sectors that are related and/or creating synergies to the Group's
existing businesses. The Group's strong liquidity on hand also allowed us
to explore opportunistic acquisitions of fellow regional players, and
development of new business in entertainment, technology and lifestyle
industries that would create synergies to the Group and add values to
the Shareholders.

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2020, the Group had 318 (2019: 484) 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 2020, 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 2020 (31 December 2019: 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 Listing Rules but also to aim at enhancing corporate
governance practices of the Group as whole.

For the year ended 31 December 2020, the Company has complied
with the code provisions of CG Code, with the exception of code
provisions A4.1, A.6.7 and E.1.2.

Pursuant to code provision A4.l 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 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.

The code provision A.6.7 of the Corporate Governance Code stipulates
that independent non-executive directors and non-executive directors
should attend general meetings to gain and develop a balanced
understanding of the views of shareholders. Ms. Wong Sze Wing,
independent non-executive Director, was unable to attend the annual
general meeting of the Company held on 19 June 2020 (the “AGM”)
due to the implementation of the travel restriction and quarantine
requirements among overseas and Hong Kong resulted from the
outbreak of COVID-19.

Code provision E.I.2 requires the chairman of the Board to attend the
AGM. Mr. Wu Kebo, the Chairman of the Board, was unable to attend
the AGM due to other business commitment. Ms. Chow Sau Fong,
Fiona, who took the chair of the AGM, together with other members of
the Board who attended the AGM were of sufficient calibre and
knowledge for answering questions at the AGM.

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 |0 of the Listing Rules (the
“Model Code™"). The Company has made specific enquiries with all the
Directors 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 2020.
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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 and Chief Executive Officer” on pages
4 to 9 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; (i) any
material conflict of interest of substantial shareholders of the Company
or Directors; (i) 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.

During the year ended 3| December 2020, full board meetings and
general meetings of the Company were held and the individual
attendance of the Directors at these meetings are as follows:

Members

K&

Executive Directors HITEF

Wu Kebo (Chairman) HF R ()
Li Pei Sen FIERR

Chow Sau Fong, Fiona B;EH

Go Misaki Go Misaki
Peng Bolun E LN
Independent Non-executive Directors BIIFHITEF
Leung Man Kit RRLE

Wong Sze Wing =T

Fung Chi Man, Henry /EX

EEg

RAFREY EFSHAENTES(BRESFS
IE)R=RBIUERTESAN - WEZBEHE
BENAFRE4ZIA[EERERATEEARE]
7 o

EXgHAEEREAEREBRER 2 EBRI(E-
EEERNFAERSH  UiTHEBRBURRE
Bz 2B BRIN - B () BIE A LB BB R
RAR: () ARREERRKEE 2 ERMEANE
R (hHEARBEFERS  FEEE  PHE
BREMENEBRMBERS © (v) EEARAZE
REE  RVO)RERSEHERZEZERYMRE

BRE EEGCREARARTEERERE
BEAKEZARER THRREE  WEBIHT
TEEGHRENER -

EREFCHHEHREEBIRERNEEER -
BRERALMERESERASEEH 2 AAEEBER
2N RERESLRWEZRERRB MR
RAEFRS c EREBITRG RBER A 5 RBEL
EEXER  BRAKXRIRRE-

ARRBERESEIT ARG BT A EEH EDER
FRELCEFRBABNTRE ZRR

HE-Z-ZFE+-_F=1+—HILFE AQAY
BIPREFTCEERRERG  SEFHREZXS
CHEZBERWT ¢

ok

Board Meetings
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General Meetings
Attended/Eligible
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At least |4 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.

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 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-to-
day 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;
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(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.

To the best knowledge of the Company, except for (i) Ms. Go who is
the cousin 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.

Pursuant to code provision A.6.5 of the CG Code, all Directors should
participate in continuous professional development to develop and
refresh their knowledge and skills. Each newly appointed Director would
receive an induction package covering the statutory and regulatory
obligations of a director of a listed company. The Company also
provides briefings and other training to develop and refresh the
Directors’ knowledge and skills. The Company continuously updates
Directors on the latest developments regarding the Main Board Listing
Rules and other applicable regulatory requirements to ensure
compliance and enhance their awareness of good corporate governance
practices. During the year, all Directors had complied with the
requirements set out in the code provision A.6.5 of the CG Code.
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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.

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. Yeung, 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.
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COMPANY SECRETARY

Ms. Cheung Hei Ming has been appointed as the company secretary
("Company Secretary”) of the Company with effect from |5 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 2020, the Company Secretary confirmed that she
had taken no less than |5 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 2020, 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,

During the year ended 31 December 2020, two Audit Committee
meetings were held and the individual attendance of the members of
the Audit Committee is set out as follows:

Members

K&

Leung Man Kit (Chairman) PRE(FE)
Wong Sze Wing =HTAE

Fung Chi Man, Henry RHEX

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 3| December 2020, 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.
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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 2020.

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 2020 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 2020
and the attendance of the members of the Remuneration Committee
to the meetings of the Remuneration Committee are as follows:

Members

8

Wong Sze Wing (Chairman) = (F/E)
Wu Kebo (T

Leung Man Kit 2R A4
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Pursuant to the CG Code provision B.l.5, the remuneration of the
members of the senior management of the Group (which include the
executive Directors and chief executive officers only) by band for the
year ended 31 December 2020 is set out below:

Remuneration bands (HK$)
FENEsE (8 T)

< 1,000,000
1,000,001-5,000,000
5,000,001-10,000,000

Details of emoluments of each Director and chief executive officer are
set out in note 8 to the financial statements on page 123 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.

Board Diversity Policy

The Board adopted a board diversity policy (“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. The Nomination Committee will
review the Board Diversity Policy in a timely manner to ensure that the
Board Diversity Policy is effective.
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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 30 and 73. 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.

Nomination Policy

The Board has adopted a nomination policy (the “Nomination Policy”)
which sets out the selection criteria and nomination procedures to
identify, select and recommend candidates for Directors.

Selection Criteria

When evaluating and selecting candidates for directorships, the
members of the Nomination Committee or the Board shall consider
the following criteria:

(@)  Character and integrity;

(b)  Qualifications including professional qualifications, skills, knowledge
and experience that are relevant to the Company's business and
corporate strategies;

(c) The Board Diversity Policy and any measurable objectives
adopted by the Nomination Committee for achieving diversity on
the Board:

(d)  Willingness to devote adequate time to discharge duties as a
Board member and other directorships and significant
commitments;

(e) In case of independent non-executive Directors, whether the
candidates would be considered independent in accordance with
the Listing Rules;

(f)  In case of re-election, the overall contribution and service to the
Company of the Director to be reelected and the level of
participation and performance on the Board and the other criteria
set out in this section; and

(g)  Such other perspectives appropriate to the Company's business.
These factors are for reference only, and not meant to be exhaustive

and decisive. The Nomination Committee has the discretion to
nominate any person, as it considers appropriate.
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Nomination Procedures

@

(®)
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(h)

The Nomination Committee and/or the Board identifies potential
candidates including but not limited to internal promotion, re-
designation, referral by other member of the management and
external recruitment agencies and/or advisors. The Nomination
Committee then develops a short list of candidates and agrees on
proposed candidate(s);

Proposed candidate(s) will be asked to submit the necessary
personal information, biographical details, together with their
written consent to be appointed as a director. The Nomination
Committee may request candidates to provide additional
information and documents, if considered necessary;

The Nomination Committee shall, upon receipt of the proposal
on appointment of new director and the personal information (or
relevant details) of the proposed candidate(s), evaluate such
candidate(s) based on the criteria as set out above to determine
whether such candidate(s) is qualified for directorship;

For any person that is nominated by a shareholder for election as
a Director at the general meeting of the Company, the
Nomination Committee shall evaluate such candidate based on
the criteria as set out above to determine whether such candidate
is qualified for directorship;

If the process yields one or more desirable candidates, the
Nomination Committee shall rank them by order of preference
based on the needs of the Company and reference check of each
candidate (where applicable);

The secretary of the Nomination Committee shall convene a
meeting of the Nomination Committee. For filling a casual
vacancy, the Nomination Committee shall make
recommendations for the Board's consideration and approval. For
proposing candidates to stand for re-election or election at a
general meeting, the Nomination Committee shall make
nominations or recommendations for the Board's consideration
and the Board shall make recommendations to shareholders in
respect of the proposed re-election or election of Director(s) at
the general meeting;

In order to provide information of the candidates nominated by
the Board to stand for election or re-election at a general
meeting, a circular will be sent to shareholders. The circular will
set out the names, brief biographies (including qualifications and
relevant experience), independence, proposed remuneration and
any other information, as required pursuant to the applicable
laws, rules and regulations including the Listing Rules, of the
proposed candidates; and

The Board shall have the final decision on all matters relating to
its recommendation of candidates to stand for election or re-
election at any general meeting.
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Monitor and Review

The Nomination Committee will monitor the implementation of the
Nomination Policy and report to the Board when necessary. Also, the
Nomination Committee will review the Nomination Policy, as
appropriate, to ensure the effectiveness of the Nomination Policy and
will discuss any revisions that may be required, and recommend any
such revisions to the Board for consideration and approval.

The Nomination Committee held one meeting during the year ended
31 December 2020 to review the structure, size and composition of the
Board; to consider and recommend to the Board the appointment and
re-election of the Directors; and to review the annual confirmation of
independence submitted by the independent non-executive Directors.

Members
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For the year ended 3| December 2020, the fees paid/payable to the HEZZ_TFE+_A=+—HILEE B
Group's auditors, Messrs. KPMG, are set out as follows: RNASEZBANES RS AEH 2 EAE#I
T
Services Rendered Fee Paid/Payable
PR it AR 7% e EHER
HK$’000
FET
Audit and audit-related services B REBZAEERT 2413
Non-audit services FEBIZIRTE 698
RESPONSIBILITIES FOR THE FINANCIAL HMBHRR2ERE
STATEMENTS
The Directors acknowledge their responsibilities to prepare the financial ~EFHBERE S 2 BEE RSN AR BIMEIFIZET -

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 88 to 94 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 intemal control systems with the aim at
(i) safeguarding the Group's assets against unauthorised use or
disposition; (i) 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 concemned 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:

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

. Develop necessary measures to manage those risks; and

. 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 3| December
2020, 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 |4 to
the Listing Rules.
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DIVIDEND POLICY

The Company has adopted a dividend policy (the “Dividend Policy”).
Under the Dividend Policy, the Company may consider providing
Shareholders with interim or annual dividends, and declaring special
dividends from time to time. The Company intends to propose/declare
dividends after taking into consideration of, inter alia, the following
factors:

a. the Group's actual and expected financial performance;

b. retained earnings and distributable reserves of the Company and
each of the members of the Group;

o the level of the Group’s debts to equity ratio and the relevant
financial covenants;

d. any restrictions on payment of dividends that may be imposed by
the Group's lenders;

e. the Group's expected cash flow requirements and future
expansion plans;

f. economic conditions of the Group, business cycle of the Group’s
business and other intemal and external factors that may have an
impact on the business or financial performance and position of
the Group; and

g any other factors that the Board deems appropriate.

The recommendation of the payment of dividend is subject to the
absolute discretion of the Board, and any declaration of annual dividend
for the year will be subject to the approval of the Shareholders.

The payment of dividend is also subject to compliance with applicable
laws and regulations including the law of Bermuda and the Company’s
Bye-laws. The Board will review the Dividend Policy as appropriate from
time to time.

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.
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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 | 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 concemed 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 (i) 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 54, 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, 5]
Gloucester Road, Wan Chai, Hong Kong or via email address:
in@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 3| December 2020, 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

Orange Sky Golden Harvest Entertainment (Holdings) Limited
(hereinafter referred to as the “Group”, “Orange Sky”, “we" or
“our”) principally engages in film production, financing, distribution
and theatrical exhibition for over 40 years. Being a world’s
premier Chinese language film entertainment company, the
Group operates 35 multiplexes with collectively 293 screens
across Hong Kong, Taiwan and Singapore. As a leading film
entertainment company in Asia, we see our influence and
responsibility in limiting the Group’s environmental and social
impacts and thus deem facilitating a sustainable development of
the movie industry as our mission. We are committed to
integrating sustainability principles and social concerns into our
strategic planning and daily operation through transparent
measures, in view of delivering enduring value to our major
stakeholders.

Having a deep ambition to construct long-term trusted ties with
our stakeholders in the community, the Group is pleased to
publish our ninth environmental, social and governance (“ESG")
report (the “Report”) summarising our ESG performance and
initiatives.

I.1 Scope of the Report

The Report presents the Group's ESG management
approach, environmental and social performance and
material topics within our operational boundaries during
the period from | January 2020 to 31 December 2020 (the
“Reporting Period” or “FY2020"). Similar to FY2019's
report, the Report covers operations in Hong Kong and
Singapore of both theatrical exhibition and film distribution
and production sectors. Operations in Taiwan and Japan
are excluded from the reporting scope since it is owned
through joint ventures and the business activities are not
material respectively. Besides, operations in Mainland China
are not covered either since the businesses are still under
preparation. We aim to report our Mainland China
businesses once they become fully operational.

Unless otherwise specified, the environmental data
disclosed for operations in Hong Kong covers 7 multiplex
cinemas, two corporate offices as we have moved office
during the Reporting Period, a warehouse and a café, while
data for operations in Singapore covers |4 multiplex
cinemas and a corporate office. One less multiplex cinema
in Hong Kong is covered in FY2020 due to the closure of
GH Citywalk in FY2019.
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Multiplex cinemas in Hong Kong Multiplex cinemas in Singapore

URE BN S BRI FLFAET IN3K #9225 BE 5238

Grand Ocean &R (BE®) GV Bishan GV Suntec

GH Whampoa K& GV City Square GV Tampines
The sky GV Jurong Point GV Tiong Bahrru
GH Fanling =K% 48 GV Grand GV Yishan

StagE GV Vivocity GV Paya Lebar
GH Kai Tak sz REE GV Katong' GV Bedok

GH V Walk 3KV Walk GV Plaza Singapura GV Funan

1.2 Reporting Principles

The preparation of this report follows the materiality,
quantitative, balance and consistency reporting principles.

I Materiality

The disclosed information in the Report was carefully
gathered, evaluated and presented based on its
materiality to the Group’s business and its
stakeholders. The reporting scope is defined based
on the significance of operations.

Il.  Quantitative

All the disclosed information, statistics of
environmental key performance indicators (“KPIs”) in
particular, were organised and calculated according
to a series of standardised methodologies which are
illustrated in the relevant sessions.

Ill. Balance

A picture of the data comparison over years has
been given for readers who can see both the
achievements and rooms for improvement in terms
of ESG management in the Group.

IV.  Consistency

The Report has been prepared in the same way in
terms of methodology when compared to those in
previous years. The business sectors and the
operating regions are consistent with the reporting
scope last year while the actual reporting sites are
subject to business operation, including business
expansion and closure of sites.

! GV Katong in |12 Katong is closed at the end of February 2020 due to the
temporary closure of |12 Katong.
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4.

BIR

Environmental

1.3

Reporting Standard

The Report has been prepared in accordance with the
“Comply or Explain” provisions of the Environmental,
Social and Governance Reporting Guide under Appendix
27 to the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (“HKEx ESG
Reporting Guide"). Should there be any discrepancies
between the English and Chinese versions, the English
version shall prevail.

Contact and Feedback

The Group believes a strong trusted relationship with our
community is critical for our business sustainability. We
strive to manage the Group for the best interests of our
stakeholders; therefore, we treasure your feedback on this
ESG report and our sustainability performance. If you have
any comments or suggestions, please feel free to contact
us via email: esg@goldenharvest.com.

SUSTAINABILITY GOVERNANCE

Sustainability has been incorporated into our vision and corporate
governance structures and we are dedicated to fulfilling our
corporate social responsibility in business operation. The Group
considers ESG issues in our business development in order to
minimise impacts brought to the environment and the society,
and more importantly, eliminate risks that may bring to the
business operation, as well as explore opportunities in the ever-
changing market.
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The Board of Directors is the highest decision-making and
management authority of the Company and is ultimately
accountable for sustainability matters. Not only does the Board
uphold the overall responsibility in identifying and managing the
risks and externalities (including those related to ESG), but it is
also committed to oversee the ESG development. In addition, the
Senior Management is authorised to drive practical
implementation and monitoring of ESG and sustainability
initiatives, and formulate strategies, plans and practices with the
support from various operational departments. Information on
sustainability risks and performance is reported to the Board
annually to evaluate the effectiveness of our risk management and
internal control system. ESG policies and practices are also
reviewed by the Board regularly to enhance our ESG governance
structures and standards. The Report has been reviewed and
approved by the Board of the Group.

STAKEHOLDER ENGAGEMENT

Building open relationships and responding to our stakeholders is
the cormerstone of our overall ESG management approach. We
regularly engage a broad set of key stakeholders to gauge how
we can appropriately respond to their needs and insights in a
timely manner. It is vital for us to capture and understand how
their views change and ultimately how we can respond and
implement improvement (as appropriate) to our business
strategies today and in future.

To identify stakeholders’ insights and concerns in relevance to
business operation, the Group not only has identified key
stakeholder groups who have concem about issues that may have
a significant impact on our business or those who could be
significantly affected by our operation, but also has been
maintaining regular communication with them through various
channels, which are illustrated in the table below:
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Stakeholder groups
K& 48 5

Investors and shareholders

BREERBER

Customers

5P

Employees
g

Suppliers and business partners

GEISES T2

Government authorities and
regulators

BT ERPT K B E 8

Non-governmental organisations

FEB T A

Communities

Zadi

Media
e
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Communication channels

BERE

. Company website
NS b

. Company announcements
. NGV

. Annual general meeting

. BFBFRE

. Annual and interim reports

. FwL PR E

. Company website

. NCIE RS

. Customer direct communication

. BFERER

. Customer feedback and complaints

. B R R

. Training and orientation

< EFIRDER

. Emails and opinion box

- BELERM

. Regular meetings

. THEeH

. Employee performance evaluation
« EERRE

. Employee activities

- BIEF

. Selection assessment

. ERERTE

. Procurement process

- REBRE

. Performance assessment

- REFHE

. Regular communication with business partners

(e.g. emails, meetings, on-site visits etc.)
- HEXBBHETHEER (PINEX - g5  BHERF)

. Documented information submission
. BRXXHEH

. Compliance inspections and checks

- AMERERRE

. Forums, conferences and workshops

« B EREITEY

. Emails

. B

. Phones
Sk

. B

. Charity donations
. RERB

. Company website
. RAEHEY
. Community activities

. HRED

. Company website
SN F i

. Company announcements
. NERE
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BRI - MERESHE

4 MATERIALITY ASSESSMENT

With an aim to identify material ESG issues in formulating
appropriate ESG strategies on ESG management and determining
the direction of the Report, we review stakeholder feedback
regularly to understand the materiality of issues to the Group's
business operation and the stakeholders themselves.
Benchmarking exercise is also conducted regularly to analyse the
material topics of the entertainment industry. ESG issues are
prioritised in accordance with the relevance and importance to
the Group and stakeholders; such result has been validated by
the Board.

Stage 2
FoER

Stage |
E Rl 12

Identify and map a list of

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED

ANNUAL REPORT 2020

Discuss and prioritise the

most material ESG issues

EEMRIME

BMERAFM RN ERE  UEFEEEER
SEEBLERBNEBINERN  BE
BHIERRE e REREE HIFIAE
MRS HEREARBREEARSENS
M o HAITRE T EERE - U D ITIREE
TENEREZE - HMEREAEELFHHD
EONMHBEERERN . RER - HEREAR
BEHEIER  FHARKEFTERE -

Stage 3
SB=PEER

The Board reviews and validates

the result for ESG reporting and
performance enhancement
ESeEMRREER - MERE -
HEREAREFEERTABLZA
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With the aforesaid assessment process, four key ESG topics are iR PR MERRERE ek
considered as material, including energy efficiency, use of ERRREERRBEXN  BEMRNGE &
resources, service quality and customer satisfaction and customer RIER BBEELEPMEENURES
health and safety. Our responses to these key concems raised by FHEZZ -  HMEFOHERINEZEIF
our stakeholders are summarised in the following table. BRI EBHRR TR

Key concerns Our responses Sections

FTEBESE AR E e -]

Environmental

BRI
Energy efficiency Energy is our major source of greenhouse gas ("GHG")
emission and resource consumption. We strive to reduce
our energy consumption through various electricity saving
measures.
BER R Es BEREREREBHMEERBERNEEZRIR « THfIZ
NEBRIBE R IR L BEIRHFE o
Use of resources Be a good steward of natural resources helps us thrive. We
are committed to use alternative materials and techniques
with a view to reducing our reliance on primary natural
resources.
BIRfEM BREBRAERABERFEEDER - RABRNRE
BRI E RS - LR 8 T ZRAEIRAKRE o
Social
HE
Service quality Service quality and customer satisfaction pave the way of
and customer our business development. We always uphold the highest
satisfaction standard of service quality to meet the dynamic needs of

our customers.

RBEERTF RBEEREPMEEHEBERLEER - HMA

mEE REBRFRSHRBEERE  URREFP MEEEN
o
™ K
Customer health Customer health and safety is growing in prominence under
and safety the pandemic. We strictly adhere to the regional

governments’ anti-epidemic regulations and measures.
BPREEZE HARRBT FPRFEEZZERER - LAIEBEST
B BT RORROER KA b

Environmental Footprint
— Resource Management

RIREY — EREE

Environmental Footprint
— Resource Management

RIREY — EREE

Operational Excellence
— Quality Service

SHEE — BERS

Operational Excellence
— Response to the Pandemic

SHEE — EEHRE

Looking forward, the Group will continue to review and develop REARK - AN BB R K HIE RS
corresponding ESG policies, strategies and targets, formulate RE M@ RERRE REEEZR  SIF
appropriate response measures and control processes, as well as EE R RIERRE  WELRE
optimise the ESG reporting disclosure in order to pursue HEREARSHE  URKEFENER
continuous improvement in our ESG performance in future. 5o HakEaiRR -

BRERRLYL (@) BRAA
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ENVIRONMENTAL FOOTPRINT

The Group generates limited carbon footprint due to our
business nature. However, we still see the importance of
environmental stewardship; thus, unswervingly pursue
breakthroughs in setting ourselves on a green path to integrate
environmental principles into our daily operation. Besides, we are
not aware of any environmental laws and regulations that may
pose a significant impact on the Group’s operations and there is
no issue in sourcing water in the Group's operations during the
Reporting Period.

Environmental, Social and Governance Report
RIE  -HERELIERS

BRI BB

ENEBEEER  AEBEELNRETA
BB A HADTRRBEEENEE
Eit - HMBEABIMSRER - HERIER
AIBAREZE - s RmE R HM
WAMBEA AT EARE S EERBEAT
ENRERIOER - AAEENEEER
BRKGR TS E A AL (R R 8 -

Resource Emission Control

Managment

BRER

The Group is aspired to go beyond our service value through
collaborating with our staff and customers to promote sustainable
entertainment. Apart from imprinting environmental awareness
into our stakeholders’ mind, we have adopted various sustainable
initiatives to facilitate energy efficiency, waste reduction and
process efficiency. In pursuance of environmental performance
optimisation, we endeavour to track our environmental
performance and ensure strict compliance with all applicable
environmental laws and regulations.

The environmental performance covers the operations in Hong
Kong and Singapore. However, the coverage may vary since we
operate in leased premises with the supply and discharge of
water, air-conditioning and waste collection controlled by building
management and no sub-metering or record for individual
occupants. The Group is attempting to improve its data collection
methodology in the future.

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
ANNUAL REPORT 2020

BEE

AEEYNBEREET NEPAEHERF
BIRE VBEEMANRBER - BTHER
REBRAESOENEE 2 RS KM
BEMHEEREE  UEERRUE R
PEDRERRERE - AL EHERER
BRAREEL - XHERERETHAER
BREDERIOER

RBAVDRERE RO EE - A
HRBRFIEREREEET - ok REK
ERMEMERERMEERARES A
EHERNEFETOFEHCE  WERR
BHEBEBENEANTR - REBEEESR
MARREEHBERETTE -
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5.1

Emission Control

Global warming is one of the most challenging obstacles in
the planet nowadays and every government and corporate
organisation have the responsibility to put efforts in
combating the issue. During the Reporting Period, the
direct GHG emission (Scope 1) is mainly generated from
the combustion of fossil fuel in mobile sources while the
energy indirect GHG emission (Scope 2) which accounts
for 99% of the Group's total GHG emission mainly comes
from the consumption of purchased electricity for daily
operation. The Group has put in place emission reduction
measures specific to the identified sources and are further
elaborated in the later section headed “Resource
Management" of this ESG Report.

GHG Emission (tCO»e)

5.1

BEREHR(E_SLREE)

2020 94| 3,006
2019 1,450
2018 1,439

Hong Kong

B8 F AN

The Group is aware that climate change and air pollution
are critical environmental issues not only in a local, but a
global scale. In general, the key air pollutants generated
which are mainly attributed to the consumption of diesel
and unleaded petrol from mobile combustion in Hong
Kong include nitrogen oxides (“NOx"), sulphur oxides
("SOx") and particulate matter (“PM”). In view of
minimising air pollutants stemmed from transportation,
inspection and maintenance are conducted regularly for
our energy efficient vehicles. Our employees are
encouraged to use public transport or company vehicles
for group travel and choose their routes carefully to reduce
unnecessary trips. In addition, we are proactively
introducing the technology of electronic delivery of movies
to curtail carbon emission the electricity consumption
associated with delivery and storage. In FY2020, we have
achieved 27% reduction in SOx emission with the
implemented measures.

Singapore

R ER

PEIR(LRE S 2 & A NBUE A R
22— MEEBRFMCEAENEET
ZNEEZERE RIS M - BEER
ERESK(BE ) EBREBHRL
BRI ERRE - MesRmE R =R e
WEBED(EAEEEERERKASE
99% TEREHFEEEPEENS
TR - ANEBEHEEHRAREIE
TSI - WRAIRE - g RERA®
ETX[ERER] —fE—F B -

4,284

4,001

AEBTHIREE R ERGRIE
EAM - MREIHOBERRIEEE - —
BME  MEENETEZ=RSAYEE
SRR BB IR BRI ATAFE R S0h
Th - BEARLY  RAElmRE
K - REEBRERELNZERTR
v RIPEMB SR EEmETTIRE R
# - RIS mREERARZBT AR
NREFETEERT  TREEER
BEAR AR D NS B EZ IR o AN - A
BB ABFELERRM - A
BEEX R FEFREOREER - RZT
THBFEE - HFBERERE R
27% TR EAL TR
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5.2

2019

2018

With the increasing burden of landfills and the proposed
municipal solid waste charging scheme which may leads to
unforeseen cost to the business, it is critical to improve our
waste management approach. We are proactively exploring
ways to enhance the recycling rate of disposables.
However, it is difficult to track our performance as waste
collection and disposal are arranged by property
management without separate record. Another challenge
we faced is that the waste generated from cinema
operation is beyond our control with food packaging
materials brought in by our customers being the dominant
waste. Regular communication with waste contractors is
conducted to identify ways to handle general waste. For
our beverage business in Hong Kong, a qualified waste
collector is engaged to collect and recycle used cooking oil
which produces biodiesel and biofuels after treatment. In
FY2020, the recycling amount has dropped due to the
suspension of business under COVID-19.

Resource Management

The Group believes behaviour change and consistent
actions over time can minimise our corporate
environmental footprint and promote responsible
consumption. Therefore, we encourage our employees and
customers to adopt a sustainable lifestyle by introducing
green policies in our operations for saving energy and
resources and recycling waste. We advocate 3Rs —
Reduce, Reuse and Recycle throughout our operation to
boost resource efficiency and reduce carbon emission.
Operational guidelines are established to raise our
employees’ environmental awareness and competence on
environmental protection. Moreover, energy and water
consumption of the Group are regularly measured and
recorded to identify methods for improving our operational
efficiency.

Electricity Consumption (kWh)

EE(TREK)
2020 [MEEYA 7,357,539
10,228,457
9,543,782
Hong Kong Singapore
e O

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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2020

2019

2018

5.2

BEEHEENEEE M BEENETE
BRI BT E R ERELETA
TERMEA  NERMINEDERSE
ZHEZ - AP EREGEFERIESES
BURERE L o AT - BREDIRE &
BREHYESEASRH  WEBT
8% - B DUB MR MIMERIR - HKME
RSk REEBMELNESR
R R MNESISEE - AEEERN
BEmEEMEARMOEZEED - K
PIEER R EE AR AR - AR
—REMR L - RBEMIREBHRS®
¥BmE  RMZRESEREYKER
WE R EWRFERENRAR - ALEE
B EMEBRREED R BR
COVID-19 % B3I MG &=l  —F
ZEHBREERNEYE TR o

RiFEH

REERETRIE RIFETE R
TCERERHREEATEIHEE -
It BAFIEE R B KB PRASEN
FET N BRI EES S ARREK
B ABIRIBEIR R B IR A K Bl R ) -
BAERELEBREFIRER — B
E=R MEERRBRER  URESE
IRk E FOR D BEERR - RIME HIE 2 E
#al MRTHEEMRREB LD -
AN - ANEEEE IS S MAS iR Kok
HHFE - AR E 2 E MR X -

Water Consumption (m?)

FEKE (LK)
14017
31,985
38,259
Hong Kong  Singapore
G s
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The Group is vigilant to conserve energy, water and REBESHLAER - AKRERGERF
resources as to relieve global concern of resource BHEG  UEBRE2IREEREENE
depletion. Hence, we have initiated the following measures £ FAt - RMERBUA T HiERES
to promote responsible use of resources: BEEEAER

Electricity

=5
=1

* Maintain an optimal temperature, humidity and air quality of the air-conditioning system

TRESGHERGELR  BREREREE
*  Replace lightings with LED lights
ALED#& R #A

*  Procure energy efficient equipment, including laser projectors
BEABRRUGNRE - BREAVIRE

»  Switch off lighting and electrical office equipment when they are not in use
ERERARAMIAEEFREBEFEEAERE

*  Organise training on saving energy regularly
E BRI ETRESE T

. J
Water
2P
* Repair timely when there is dripping, spraying and leaky faucets
IKBESRURK ~ K2 7KEY R A&
e Conduct regular inspection of faucets
EHREKEERR
» Post reminders in toilets and office pantries to encourage our employees and patrons to usel less water
PAFREBAEZOKFERMER » ZBE T RAHFELMK
. J
Paper
IR
*  Promote e-platform for internal information circulation
HEEREFFAREHRIER
* Encourage the use of recycled paper and double-sided printing
B N N Jitf =]
»  Utilise online advertising platform instead of poster paper
ZRWLELES TS - MIEERSRAR
* Develop mobile application to encourage e-payment and mobile ticketing
RERDEAEN  SBEFINETFRER
\- J

BREREL (£EH) BRAR]
F 372020
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5.3

5.4

A significant reduction in resource consumption and GHG
emission is recorded during the Reporting Period and is
mainly attributed to the business suspension under the
pandemic. The environmental footprint is expected to get
increased for the coming Reporting Period due to the
progressive resumption of business. However, we are
dedicated to integrating the above measures into our daily
operation to minimise our operational impacts.

Natural Resources and Supply Chain
Management

With sustainable entertainment being our operational
principle, supply chain management is where we start our
journey towards responsible use of natural resources. The
Group recognises the devastating impacts of
overconsumption of plastic; thus, biodegradable materials
are procured to replace plastic during our operation. For
instance, paper straws are only provided upon request and
wooden cutlery is offered instead of the disposable one.
Besides, we encourage customers to bring their own pair
of 3D glasses or reuse it.

Key Performance Metrics

During the Reporting Period, the Group's environmental
performance in relation to its operations is shown in the
following table:

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
ANNUAL REPORT 2020

5.3

5.4

RE R - AEESRSERBEENA
ERBHRAERD - TEHRNEBT
EBTE - mRELSMIEET > BT
— (B = B A IR IR R B S A PG AN -
A BABRNORE LB ERA RS
BE NEEREEERE -

XRBERHAESER

RPN SERE AL ERY  MEBE
AERRRERNERBNEEREE
B AEBERIBEHEEBRNEY
2 AN BRAREERRERRET A
VIR EEMRHABUR B » Bl - FIR
CREJREMARE - WiIREARNEAR
MmIEBNZEER - AN HMBEEF S
#H3DRESEAIDRE -

FAREARXER
RmEHE - ARAREZSENRRER
e 0N
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IR

~ﬂﬁ&“ REE

Environmental Aspects Unit Hong Kong
BEER EfY Bl
FY2020 FY2019

- =2-h
HHEE  MBEE

Use of Resources

ERER

Direct energy

47

— Unleaded petrol Litre (L") 2249 -

— B N

— Diesel L 1,785 -

- mﬁ/Eﬂ Q‘H’

Indirect energy

iz

— Electricity Kilowatt-hour (*kWh") 795,667 2803999

—~%7 TR

— Electricity intensity? KWH/GFA in square metre (‘m?") 108 140

—ENEE TRE/ThrgeaRE

Total energy consumption’ Gigajoules (“G)") 6464 -

AR TAEE

Water consumption’ Cubic metre (“m*’) 1,340 1927

fAk Wi

Water intensity” mfm? 0.1 010

KB HR/ Ik

Intensity values are calculated by dividing the absolute energy/GHG/water
consumption by the gross floor area (“GFA") in square metres of

premises in Hong Kong and Singapore. In FY2020, the total GFA in Hong
Kong is 16,568 m? and 52,579 m? in Singapore.

The conversion factors from volumetric units of unleaded petrol and
diesel oil consumption to energy units are in reference to CDP Technical
note: Conversion of fuel data to MWh in 2019.

Water consumption data of Hong Kong covers 5 cinemas (GH Fanling,
Stagk, GH V Walk, GH Whampoa and the sky) and that of Singapore
covers all the operation sites. The offices and the other cinemas in Hong
Kong are operated in leased premises with the supply and discharge of
water controlled by building management and no sub-metering or record
for individual occupants.

FY2018
=t S
HREE

2,715980

152

2042

011

Singapore Total

Hinsg st

FY2020 FY2019 FY2018 FY2020

e =

MREE  MEER  MBEE | MEEE

- - - 2,249

- - - 1,785

7357539 10228457 9,543,782 9,153,206

140 194 188 132

26487 - - 32,951

14017 31,985 38259 15,357

027 061 0.75 0.24
BEMFE AR BB MENERSRER

H/7J</ﬁ$%;[s%w;$7ﬁﬂ+ S REEEE - £
TECTHREE EEAMNEEERER 6568
75+< TR EEEEEAAS2579F K -
\\\\\\ AR RS E A R R TR B AR E A AL IR B L
Eﬁ%%ﬁz%%%cop%ﬂﬁﬁﬁi 2R NAFRRBEUR
BB IKFLRS ©
EANAKEHIERESRKEM (FRME - Stagk
BV Walk » 2R K the sky) » T HT AN &0 EE
APREFAZ B c AR BEBOPRREREME
AR R KEMEEREABES - AL EEE
B PEITH TR R -

BRERRLE (£E) BRA
fﬁi&zozo
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Environmental Aspects Unit Hong Kong
BEEE B B3
FY2020 FY2019
“E2°% =2-h
HHEE  HBEE
GHG emission
BEREHR
Direct emission (Scope |)* Tonne carbon dioxide equivalent
(1CO") Il 14
ERAN(BE ) W-SliREE
Indirect emission (Scope 2)° tCOe 930 1436
FiRIER (8ED) ¢ B-EltHES
Carbon emission intensity tCOe/m?
(Scope | &2)* 006 007
BHNRE(BEIR2):  H-E{REE/ThK
Air emission’
ZRHR
NOx Gram ("g") 20116 20261
RELLD )
SOx g 62 82
et/ I
PM g 854 1904
ik I}
Waste
BEN
Used cooking ol recycled? L 560 1,160
R RROR AR R

Scope |: Direct GHG emission covers only the emission from mobile

combustion of our fleet which consists of two vehicles in Hong Kong. The
Group does not have data for, nor operational control over, the
consumption and selection of refrigerants used in air conditioning, and
therefore emissions from refrigerants are not included. The calculation is
made reference to the published emission factors from Guidelines to
Account for and Report on Greenhouse Gas Emissions and Removals for
Buildings (Commercial, Residential or Institutional Purposes) in Hong
Kong, published by EPD and Electrical and Mechanical Services
Department.

Scope 2: Energy indirect GHG emissions are caused by the use of
purchased electricity. The calculation is based on the published emission
factors of sustainability reports of our utility providers — CLP (2019) and
Hong Kong Electric (2019) in Hong Kong and the electricity grid emission
factors of Energy Market Authority in Singapore.

The air emission is calculated based on the “How to prepare an ESG
Report? Appendix 2: Reporting Guidance on Environmental KPIs"
published by HKEXx.

The used cooking oil is generated by the sky cinema and Jod de Rolls
Café. No other operations generate used cooking oil.

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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FY2018
=2-\

HBREE

0

1417

008

19,651

1,772

936

Singapore Total

Hinsg At

FY2020 FY2019 FY2018 FY2020
“g=%  -%-4  -¥-\ | -%°%
MREE  MMEE  MBEE | MHEE
NATER - - I
3,006 4284 4001 3,936
0.06 008 008 0.06

- - - 20,116

- - - 62

- - - 1,854

- - - 560

HE  ERREREBHNERRRMNER (21
TRHFME) RBAE R - AEET EARHEE
BB ERE R BEROBUR - TERIRIEIRG]
BT BERLHNYEN - HETERZERREL
BETREZHRN(EBZEY (BE  EERLHK
R R EREHRERBOZENREESDF
HVBE R ER -

HE2 gRAZAEREHREHERABENE D
Frolsh - RIBEABAREEHES — PE(ZT
—NE) B (CE-NE) AN ARERRERS
B BE R SO T D03 BE TR T 05 B 12 B ) B AR R LR
YEtHE -

ZE R BCR IR IR PR B M B NI AR B ESG 5 ?
Mg — - BRIBRIRENUERERISS Rt H -

1% 3 1% B9 & F S F the sky cinema & Jod de Rolls Café
B HAEBRAELFEREORAM -
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6 RESPONSIBLE EMPLOYMENT

The Group believes attracting and retaining talents is the key to
our business sustainable development; thus, employee
development, employment conditions and workplace standards
have always been our prime concemns and there is no better way
than maintaining a quality workplace that values ethics, diversity,
safety and learning,

6.1

Career
advancement

EXUR

Growth prospect

ERATSR

Recognition

A

Employment Practices

Our dedicated team is our most valuable asset; thus, the
Group attaches great attention on constructing a stable,
motivated and supportive workforce underpins the
diversity, fair and respectful corporate culture. Equitable
and market-competitive remuneration packages and fringe
benefits, including medical insurance and contributions to
retirement scheme are provided to attract and retain our
passionate talents, while individual’'s performance is
evaluated regularly for offering discretionary bonus.

A diversified and inclusive team facilitates our
understanding of our customers’ needs and we seek to
conduct our recruitment in a fair and transparent manner
that candidates are solely hired based on their education
qualifications, abilities, attitude, knowledge, experience and
performance. The Group prohibits any forms of
discrimination or harassment against sex, sexual orientation,
age, colour, nationality, disability, religion, pregnancy,
political inclination, union membership or socioeconomic
status. Meanwhile, every employee is provided with an
equal opportunity in recruitment, transfer, promotion,
performance appraisal, training, benefits as well as
compensation.

BEEER

ARBIRERE REBAS REBA A
REOME: Hit BEERE  EREHERT
EpmEE—ERRMHEBME &S

BRERE

Zile Z2RBEENEETIE

BRRANZZ& -

6.1

Passion

P

{ERRG
BASENEEERMASEENEE
At - AEBEFEEREIIZE - BE
RZFHEHEIBM - AXFE Tl
N REENREUE - BAEREHAF
R AT IS5 W EH B8R wR
A BIRERRE FORAG BN - A
5| B B B R A A - I E BT
M EARRIASREHEBEA -

ZE R ARWERAEM T HEP
MEZ - MBEMSRKARTFREANT
NETHE  ERBREANSE - 8
N BE NS fRRRBETH
8 o AREEEA P EER] - MEE - F
BoEE BE BR - REER

JAIER - TE & B AR SR
L ERIE R E - B &4
BEARE BB B B¥ER
Bl BAEREMIEEEE T EH

@ o
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6.2

The Group enforces a zero-tolerance policy on the child
and any forms of forced labour, including slavery, debt-
induced labour and coercion in the workplace. All
candidates qualified for employment must have reached
the statutory required age and have been in possession of
valid identification documents which are examined by the
Human Resources Department during recruitment and
upon employment. In addition, all employees are required
to enter into labour contracts on a voluntary and fair basis
and are free to leave their position with proper
notifications. Human resources policies are stipulated in the
Employee Handbook and are integrated into the induction
training.

During the Reporting Period, we are not aware of any
breach of relevant laws and regulations in Hong Kong and
Singapore relating to compensation and dismissal,
recruitment and promotion, working hours, rest periods,
equal opportunities, diversity, anti-discrimination, other
benefits and welfare, and preventing child and forced labor,
including Employment Ordinance (Cap. 57) in Hong Kong
and the Employment Act in Singapore. The compliance
demonstrates our respect to labour rights so as to
strengthen trust, loyalty and motivation of our employees.

Health and Safety

Health, safety and wellness of our people always come first
during our operation. In response to the identified safety
risk in cinema operation — fire, we maintain the highest
standard on safety management and conduct regular
inspection on the firefighting equipment. Emergency
preparedness plan, including reporting channels and
evacuation routes has also been established and well
communicated with our frontline staff by conducted regular
training. In addition, occupational health and safety is
reinforced through operational guidelines that raise
awareness of potential hazards in the workplace and
minimise these risks for our office staff. Wellbeing and
happiness of our employees are the pre-requisite of quality
and enjoyable services. We do not only promote work-life
balance, but also build a cohesive and harmonious labour
and management relationship to cultivate employees’ sense
of belonging to the Group.

During the Reporting Period, we strictly comply with
relevant laws and regulations in Hong Kong and Singapore
relating to providing a safe working environment and
protecting employees from occupational hazards, including
Places of Public Entertainment Regulations (Cap. 172) in
Hong Kong and this demonstrates our commitment of
workplace safety by elimination of safety risks.

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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6.3

In light of the recent outbreak of COVID-19, we pay
cautious measures to counter the spread of disease and
better protect our staff, customers and the local
community. The Group has followed the measures and
directives issued by the government authorities in the
regions with operation and adopted appropriate preventive
measures to protect the employees and provide them with
healthy and hygienic working environment within the
offices and cinemas as listed below.

. Admission check — Measure body temperature
before entering the workplace

. Disinfection of workplace regularly and put up hand
sanitisers around workplace

. Pandemic prevention propaganda — Post the
prevention and control measures in the workplace
to alert employees of diseases and prevention
awareness

. Respond to call — Carry out prevention and
treatment of pandemic according to the regulations
of the government

. Distribution of supplies — Assist staff to order
epidemic prevention supplies, such as sanitisers and
masks

Development and Training

The Group firmly believes that professional competency
and development of its employees serve pivotal roles in its
business thrives, and it is vital to cultivate a continuous
development culture and unleash its workers' potentials. A
wide variety of training programmes by our in-house and
external training providers, covering topics on job specific
skills and knowledge, industry-wide practices and
regulations, occupational health and safety, management
skills, as well as customer services skills are offered based
on our employees’ needs and the latest market trend.
Education subsidies and examination leaves are also
available to encourage continuous leaming.

Education and training opportunities which are essential for
continued professional development are offered. Induction
training of operational procedures and customer service
skills is provided for all frontline staff. Besides, with an aim
to ensure food safety and maintain consistent standard, our
staff working in food and beverages business are required
to attend our mandatory food handling and food hygiene
management courses organised by Integrated Vocational
Education Centre in Hong Kong and National Environment
Agency in Singapore prior to on-boarding. Being certified
for food hygiene management, employees are better aware
of the relevant risks and ways of mitigation.
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7 OPERATIONAL EXCELLENCE 7 ZEEEN

We have been shouldering our commitment to delight our KM—BERh ARSI ARG EE e
customers with world-class viewing experience and diverse movie B2 TN BEZIRIZ RABHASTEIRH
options. We are dedicated to exciting our customers’ sight, RE ESNHEENEREY EEEZKS
hearing and sensation with our movies and even taste with our EZ o kN BREARMERNRRLHT
food and beverages. In addition, every customer entering our HEEORIISRAEEZNRIAZRE TRECD - BN
cinemas is greeted by our heartwarming and well-trained frontline —EERARMNEE LR R EERE
staff. We have been upgrading our facilities and design to improve o AHEREALTRES -

the accessibility for the disabled and elderlies, with user-friendly
and barrier-free facilities.

Audio Sensation
= 8 2%

\__’/

During the Reporting Period, we are not aware of any material REERME - RO MEREB KN
breach of laws and regulations relating to advertising and labelling REEMIRBBREEREARS MEH
when providing products and services in Hong Kong and RUERNOESR -

Singapore.

5 8 ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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7.1

Quality Service

Under our customer-centric approach, we always gauge
customer satisfaction and preferences for continuous
improvement. In a bid to offer diversified movies choices
to cater to various tastes, our professional sourcing team
actively seeks different genres, from blockbusters to cultural
programmes, musicals and sporting events. Besides, we
understand our customers’ expectations on movie quality.
Therefore, the Group continues to invest in new
technologies such as TechnoMotion Chairs, D-Box, Dolby
and AURO sound systems, BARCO Laser projectors and
IMAX® screens to provide our audiences with an
immersive viewing experience.

TechnoMotion Chairs and D-Box

D-Box Motion Code™ utilizes motion effects which are
specifically programmed for individual film and integrated
with the seats through a motion generating system. Each
seat is equipped with an individual control panel for motion
level adjustment based on personal preferences. The
resulting motion is synchronised with onscreen action,
creating a realistic immersive movie experience.

Dolby

Dolby Atmos employs overhead and surround sound
speakers to deliver realistic sound effects. It allows sounds
to move around the theatre to create dynamic effects and
generates a natural and lifelike audio experience that
matches the film.

AURO

AURO approaches multi-dimensional audio through a layer
format. Their format uses two layers of additional sound
with one above the traditional front and rear speakers and
the another one on the ceiling.

BARCO Laser Projectors

BARCO Flagship Laser applies 6P RGB laser technology
which elevates the brightness, contrast and color
performance of a movie. It also uplifts the 3D effects and
provide ultimate visual enjoyment.

IMAX® Screens

IMAX® Screens are equipped for awe-inspiring images,
heart-pounding audio and immersive theatre experiences.
Dual projection provides heightened realistic images with a
balance of warmth and sharpness. The soundtrack is
perfectly tuned with pin-point accuracy. With remote
monitoring, it maintains the quality and consistency of the
movie experience. It also provides higher quality of 3D
effects and resolution and capture more images.
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7.2

7.3

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
ANNUAL REPORT 2020

Response to the Pandemic

There is a growing concemn on the health and well-being of
customers in entertainment industry under COVID-19. In
response to the pandemic outbreak, we do not only strictly
adhere to the social distancing guidelines and rules of the
government in the operating regions, but also establish
guidelines and measures for frontline staff to keep cinema
clean and safe.

B Adjust the number of tickets to be sold and seats to
be occupied of each house for film, screening in
accordance with social distancing regulations of the
government

. Seating is arranged in a way that no more than four
consecutive seats in the same row is occupied

. Prohibit eating and drinking inside a house

. Temporary closure of cinemas

. Provide hand sanitiser in all cinemas

. Measure customers’ body temperature prior to
admission

. Disinfect the counter desk frequently

During the Reporting Period, we attain a full compliance
with Prevention and Control of Disease (Requirements
and Directions) (Business and Premises) Regulation
(Cap.599F) in Hong Kong.

Protection of Data Privacy

Understanding how indispensable privacy means to our
clients, we implement stringent data protection
mechanisms to ensure the security of our customers’ and
members’ personal information. Clear guidelines have been
established for our staff to follow in handling personal data,
especially for processing online payment and our online
membership system. Regular workshops on data handling
are delivered regularly to remind our staff the importance
of data privacy protection.

During the Reporting Period, we are not aware of any
material non-compliance with laws and regulations relating
to privacy matters, including the Personal Data (Privacy)
Ordinance (Cap. 486), when providing products and
services in Hong Kong and Singapore.
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7.4 Anti-Corruption

Integrity and accountability are the cornerstones of our
business. We are conscious of, and thus constantly monitor,
risks to business ethics in our operating environments by
implementing 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.

During the Reporting Period, we are not aware of any
material breach of relevant laws and regulations, including
but not limited to the Prevention of Bribery Ordinance
(Cap. 201) in Hong Kong, nor any legal cases regarding
corruption practices against the Group or our employees
in both Hong Kong and Singapore.

8 COMMUNITY INVESTMENT

Our community investment initiatives focus on ways in which we
can leverage our core competencies and resources to spread the
joy of movies and help underserved people. To further promote
social inclusion and address the evolving needs in the society, we
will continue to support and partner with different charities to
organise movie screening, fundraising screening activities and
charity sales for underprivileged children, low income families, the
elderly and film schools.
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}§ 5| &5

General Disclosures & KPls

—“REBSERERANER

Reference Section/Explanation

SEEH /5B

Aspect A Environmental
ARE

Al Emission

Information on:

—  the policies; and

—  compliance with relevant laws and regulations that have a
significant impact on the issuer

relating to air and greenhouse gas emissions, discharges into water and

land, and generation of hazardous and non-hazardous wastes.

Environmental Footprint —
Emission Control

AlFERA BEERNMAERBHN  MARLNGS  AEREEEE  RETY —HNER
NNELZH
- BE:R
— ETHETAREATVENEREEIRN
HER o
KPIALI The types of emissions and respective emissions data. Environmental Footprint —
Key Performance Metrics
RRENERALI PR RARRR B R - RRRI — BRENES
KPI Al.2 Greenhouse gas emissions in total (in tonnes) and, where appropriate,  Environmental Footprint —
intensity (e.g. per unit of production volume, per facility). Key Performance Metrics
RRENERALL AEREAHFNE (MGE) B (NER) 2R (WASEE  SRRRNE — BEAMER
Bf - §ERMEHE) -
KPIAL3 Total hazardous waste produced (in tonnes) and, where appropriate, It is not a material issue to the Group
intensity (e.g. per unit of production volume, per facility). as we produce limited hazardous
waste in our entertainment
business.
BRENESAL3 FELAZEENAE UNHE) & (@A) 28 (MAE  ®RREXBELNEZEENE
E2B  BERGHE) - B RESEASEMELFER
KPI Al.4 Total non-hazardous waste produced (in tonnes) and where  Data is currently unavailable due to the
appropriate, intensity (eg. per unit of production volume, per facility). arrangement of property
management except the waste
cooking oil illustrated in Key
Performance Metrics
RRENERALY FELEERENEE UAEE) k (ER) 28 (e  BREREWEEATOEZRAH
EEEf - BARNHE) O mREREERH - BAE
EREEIE o
KPI ALS Description of measures to mitigate emissions and results achieved. Environmental Footprint —
Emission Control
BRENERALS R E R E MBI SAERR - BRI — HEE

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
ANNUAL REPORT 2020
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General Disclosures & KPls

—REESERBERENER

KPIAl.6

BRENISEALG

A2 Use of Resource

A2ERER
KPI A2.1

RRENERALI

KPI A2.2

BRENIEEAL2
KPI1 A2.3

BREKERALI
KPI A2.4

BRENIEEALY

KPI A2.5

BREANERALS

A3 The Environment
and Natural Resources

ABRERRRER

KPI A3.1

BRENISEA.I

Aspect B Social
EEBHE

Bl Employment

Description of how hazardous and non-hazardous wastes are handled,
reduction initiatives and results achieved.
HAEEAEREERENONN  HEELENEERAERX
Re

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

BERERER (BEER KREMEMH) OB -

Direct and/or indirect energy consumption by type (e.g. electricity, gas
or oil) in total (KWh in ‘000s) and intensity (e.g. per unit of production
volume, per facility).

RERESMERR/IRELR (NE - [gh) BFE U
TRTREHE) REE (WASEESH - SEREHE) -

Water consumption in total and intensity (e.g. per unit of production
volume, per facility).

RFKEREE (WUBEEEN  BEREHE) -

Description of energy use efficiency initiatives and results achieved.

e R E AT B R EAER -

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

R SKEUE FKR L AT B ERIRRE - WA RBRT A7k aas st 81
BRR

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

D RAAOIHOEE (AHTE)
fr -

k (WER) sHES

Policies on minimising the issuer's significant impact on the environment
and natural resources.

RERTAHRERRREREREAT ENHCR -

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

AR R R EAER D RREEARY
218 -

Information on:

—  the policies; and

—  compliance with relevant laws and regulations that have a
significant impact on the issuer

relating to compensation and dismissal, recruitment and promotion,

working hours, rest periods, equal opportunity, diversity, anti-

discrimination, and other benefits and welfare.

Reference Section/Explanation
SELH /B

Environmental Footprint —
Emission Control
RIRRI — HEE

Environmental Footprint —
Resource Management

RERY — HER
Environmental Footprint —
Key Performance Metrics

BRI — WRENER

Environmental Footprint —
Key Performance Metrics

RECY — BREREE

Environmental Footprint —
Resource Management

RERI — ERER

Environmental Footprint —
Resource Management

BERN — BRER

It is not a material issue to the Group,
as we do not manufacture or
produce packaging materials.

AR ERE S E DM
B AREAREMSUHEKR
B o

Environmental Footprint —

Natural Resources and
Supply Chain Management

RERD — RAERRMEEE

i

Environmental Footprint —
Natural Resources and
Supply Chain Management
BRI — ARERRGERE
2

Responsible Employment —
Employment Practices

ERBARRE (KE) ARA

fﬁiﬁzozo
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—RiEEEERBERENIEE
BIERE

B2 Health and Safety

B2gREZ 2

B3 Development
and Training

B3®RE R

B4 Labour Standards

B4% T#8|

B5 Supply Chain
Management

BSHERERE

B6 Product
Responsibility

64
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EUFBREE  RRRES  THEE . BS THe 2
Tk - RUERA R A B AR

— BE: R

—  EFHRAAEEAVENEBER RSN

B -

Information on:

—  the policies; and

—  compliance with relevant laws and regulations that have a
significant impact on the issuer

relating to providing a safe working environment and protecting

employees from occupational hazards.

BRREZETIFRENRERRELBRLRE :

- BE R

— - BTHRTAREAYENONRRARRAD

AR -

Policies on improving employees’ knowledge and skills for discharging
duties at work. Description of training activities.
BRRAEERBETIABRENABRBREARE -
& o

HRIEAIE

Information on:

— the policies; and

—  compliance with relevant laws and regulations that have a
significant impact on the issuer

relating to preventing child and forced labour.

ﬁ@ﬁt;l&ﬁﬂ ATH)

—  BE
B30 R —
R -

Policies on managing environmental and social risks of supply chain.

ERMERORE LS ARIE -

Information on:

— the policies; and

—  compliance with relevant laws and regulations that have a
significant impact on the issuer

relating to health and safety, advertising, labelling and privacy matters

relating to products and services provided and methods of redress.

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED

Reference Section/Explanation

SEEH /B
AEEER — ERED

Responsible Employment —
Health and Safety

AEMERRE —REERE

Responsible Employment —
Development and Training

AEEER — BRRE

Responsible Employment —
Employment Practices

AETER — ERED

Environmental Footprint —
Natural Resources and
Supply Chain Management,
Operational Excellence —
Quality Service
RERY — RAERRE#E
B 2 f2E — BERE

Operational Excellence —
Quality Service,

Response to the Pandemic,
Protection of Data Privacy
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General Disclosures & KPls

—REBESERERANER

BoEmET

B7 Anti-corruption

BIRES

B8 Community Investment

BSHERE

BEMREERIRBORESLELZ 2  BS  RERLEZEN
KR AR -

- BE: R

—  BTHBRTAREATENHEREZLAN

AR o

Information on:

—  the policies; and

—  compliance with relevant laws and regulations that have a
significant impact on the issuer

relating to bribery, extortion, fraud and money laundering.

BRRE  BR - BRFLOTRER

- BE:R

_ﬁﬂ ETHETABBATENERERRRD)

BB o

Policies on community engagement to understand the needs of the
communities where the issuer operates and to ensure its activities take
into consideration the communities' interests,
BRMME2ERTREEMAHBRENRRERXEEDEE
EHRMEEHR

Reference Section/Explanation
SEEH,/HB

SHEE — BERE  BYHR
& REEHLRE

Operational Excellence —

Anti-corruption

Community Investment

HERE
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Report of the Directors
E%ﬁiﬁ*i

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 3|
December 2020.

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 fim and
television programmes production in Hong Kong and Mainland China. In
addition, the Group has recently expanded into the arenas of live show
performances, club house business and entertainment centre business.
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 14 to 25 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 2020 and the
state of affairs of the Company and the Group as at 31 December 2020
are set out in the financial statements on pages 95 to 157.

The Directors do not recommend the payment of any final dividend for
the year ended 31 December 2020.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Group during the year ended 31 December 2020 are set out in note
I'l to the financial statements.

INVESTMENT PROPERTY

On |4 January 2013, Orange Sky Golden Harvest Entertainment
Company Limited, an indirect wholly-owned subsidiary of the Company,
announced to acquire all that 24th Floor, together with car parking
spaces nos. 421, 422 & 423 on 4th Floor, AXA Centre, |51 Gloucester
Road, Wanchai, Hong Kong (the “Property”). AXA Centre is
subsequently renamed as the Capital Centre.

On 4 September 2019, there was an intra-group property transfer in
respect of the Property happened between Orange Sky Golden Harvest
Entertainment Company Limited (the “Transferor”) and Golden
Properties (Pacific) Limited (the “Transferee”), which both the
Transferor and Transferee are indirect wholly-owned subsidiaries of the
Company. During the year, the Property was owned by the Company
via the wholly-owned subsidiaries.

Details of the Property are set out in note | | to the financial statements
on pages 125 to 130 of this annual report.

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
ANNUAL REPORT 2020
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BANK LOANS

Particulars of bank loans of the Group as at 31 December 2020 are set
out in note 20 to the financial statements.

SHARE CAPITAL

Details of the Company's share capital are set out in note 24 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.

FIVE-YEAR SUMMARY FINANCIAL INFORMATION

RITER
AEER-B-BE+-A=+—BZRTERF

BRI IR T 20 ©

EEE

RRBIRAF BRI G IRMEE24

BrRBEHE

REARIS B RERRDEDII BB IME L
BERZRTE  BEARRERLOIMIRA BRIRE

ARAZ

B

EFEMHEREE

Year Year Year Year Year
ended ended ended ended ended
31 December 3| December 31 December 31 December 3| December
+=8 +=A T=A T=A T=A
Er=1[ =+—H =t—H =+—H =t—H
LEE HFE HFE HEE HFE
2020 2019 2018 2017 2016
- S35 —T-hF “TN\F “T—tF —TRF
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
TR FHT FHT THT THT
(Audited) (Audited) (Audited) (Audited) (Audited)
(RER) (&%) (BE%) (BERZ) (BE%)
Consolidated income statement SEWBR
Revenue e 322,646 1,060,842 1,050972 1,006,599 1,291,819
Profit/(loss) before taxation BEADER/(FE) (298,441) (4,062) 83,661 2,548,144 (68,153)
Income tax (expenses)/credit FTiSHi (FIs),/ B 10,267 (31,054) (31,371 (309,831) 2916
Profit/(loss) for the year KEFEH/(B1) (288,174) (35.116) 52290 2238313 (65,237)
Attributable to: PATN AT RE
— Equity holders of the Company —RARREREA (288,171) (35092) 52529 2,242,136 (59,078)
— Non-controlling interests — RS (3) (24) (239) (3823) (6,159)
(288,174) (35,116) 52,290 2238313 (65237)
FERERRE (
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FIVE-YEAR SUMMARY FINANCIAL INFORMATION EFEHBEERRBE
As at 3|1 December
R+=A=+-H
2020 2019 2018 2017 2016
—RoRE T NF —EN\F —THF —TRF
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
THT TET TET TET THT
(Audited)  (Audited)  (Audted)  (Audited)  (Audited)
(RER)  (BER) (B'n)  (BFR)  (BER)
Consolidated statement SERBRRER
of financial position
Right-of-use assets FERREE 1,244,322 1,481,273 - - -
Property, plant and equipment WE - BERERE
and investment property kg kB 341,797 404,529 1,031,644 1,026,222 245,789
Interests in joint ventures REEREI B 103,540 133,243 145933 142,937 201,122
Available-for-sale investment AEHERE - - - - 6,048
Other receivables, deposits and HubRUGIE - ek
prepayments BN HE 37,363 46,704 40,058 40,509 18,821
Intangible assets BREE 530,756 525397 523,079 525,625 82414
Goodwill 5k 633,118 661,582 656,609 658,001 57,233
Deferred tax assets BERBEE - 4,824 - - 6,160
Non-current portion of pledged BEARITERL
bank deposits FERNERER 50,000 137,000 137,000 137,000 20,000
Current assets TEEE 1,213,376 1,327,603 1,491,863 2,146,475 2518278
Total assets BEEE 4,154,272 4,722,155 4,026,186 4,676,769 3,155,865
Current liabilities mEaRE 482,172 792,887 647,190 784,169 974,334
Non-current portion of bank loans FITER 2 FENERE 7 1,057,943 805907 1,024,498 875,140 188,300
Non-current portion of convertible A {E% 2 JEENHAEE
bonds - - - - 174,067
Non-current portion of MEREEH 2
obligations under finance lease JERNEREE - - - - 269
Other financial liabilities HismaE - - - - 219,389
Non-current portion of lease liabilities & & & 2 FFEIHIE D 568,563 790,497 - - -
Deferred tax liabilities ELEHIBAR 162,859 176,931 173,383 174,778 9471
Total liabilities BEGHE 2,271,537 2566222 1,845,071 1,834,087 1,565,830
Net assets BEFE 1,882,735 2,155933 2,181,115 2,842,682 1,590,035
Non-controlling interests R (597) (559) (545) (331) 58433
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RESERVES

Details of movements in the reserves of the Company and of the
Group during the year ended 3| December 2020 are set out in note
24 to the financial statements and in the consolidated statement of
changes in equity, respectively.

DISTRIBUTABLE RESERVES

As at 3| December 2020, the Company's reserves available for cash
distribution and/or distribution in specie, representing retained profits,
amounted to HK$15,418,000 (2019: HK$17,793,000). In addition, the
Company's share premium account, contributed surplus and capital
redemption reserve in an aggregate amount of HK$1,059,279,000
(2019: HK$1,059,279,000), as at 31 December 2020, 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 3| December 2020 and up to the
date of this report were:

Chairman & Executive Director
Wu Kebo

Executive Directors

Li Pei Sen

Chow Sau Fong, Fiona
Go Misaki

Peng Bolun

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. Li Pei Sen, Ms. Chow Sau Fong, Fiona and Mr. Fung Chi Man, Henry
will retire at the forthcoming annual general meeting and all of them,
being eligible, offer themselves for re-election.

C]

ARARARERBE-S_2F+=A=+—A
I 2 B B RENS 5 BB B RS R MY 3 24 R
SAMREDE -

A 2 Ik 7 48

ARABR _BE_EF+_A=+—B2ZA#HBEELD
KN B IRZ FE GEREHEF)) B 15418000
BT (T —FLE 1 1779300058 7C) © Lo+ AR A
RIZE_TF+-_A=Z+—BZBROHEEE - %A
B MIRAIE R B A £51,059,279,0008 7T (=

— L4 1 105927900078 7T) * IRIBEBRE— 71)\47
FLRARLR) B4 KT RETRER THARGRESD
IR ©
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BE-T-TE+-A=t+-ALEERBEAH
EAMEAEES -

EFRBUITESE
thyeik
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A
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B
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Biographical details of the Directors and the Chief Executive Officer of
the Group are set out on pages 4 to 9 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.

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

The Company has not redeemed any of its listed securities during the
year ended 3| December 2020. Neither the Company nor any of its
subsidiaries has repurchase or sold any of the Company’s listed
securities on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) during the year.

EVENTS AFTER THE REPORTING PERIOD

Details of the non-adjusting events after the reporting period are set
out in note 32 to the consolidated financial statements.

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES OR DEBENTURES

As at 31 December 2020, 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
SFO, or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code contained in the Listing Rules, were as

follows:

Interests in shares of HK$0.10 each in the issued share
capital of the Company (the “Shares’’), underlying

Shares and debentures of the Company

Name of Director/

Chief Executive Number of
EZ /BETBAR  Capacity Note Shares
#E 59 fifE RH8E
Wu Kebo Interest of controlled corporations / 1723894068 (L)
h5R RpLEER
Beneficial owner / 271824429 (L)
ESAAA
Li Pei Sen Beneficial owner 200,000 (L)
FHER ERBAA
Leung Man Kit Beneficial owner 370,000 (L)
REH ESAAA
Wong Sze Wing Beneficial owner 170,000 (L)
i EHBEEA
* These percentages are computed based on the total number of Shares in

issue (ie. 2,799,669,050 Shares) as at 31 December 2020.

EERRSITHRAERKND - HE
RODEER 2EZRAR

RZZB_ZTFF+_A=1+—8  ARAEZEELES
ﬁEﬁU\E\EAﬁ AN E AR AE (TR REHER
HEEN ([EHREEEG ) EXVES) Z &H - 18
l%%ﬂxf NEEEF  HELARRAREES MHE
1EHIEXVEBE 352ETFE 2 B MR8k - AR K
AR A FTEARE ST RIZE A AN A A B 3 P 2 A
HEKRWT

REAFEBRTRERSRMEEO.IOETT

Bfn (T8 15 1) ~ 2 AT Z MG R REE
o

* Approximate
percentage
of Shares and
underlying Shares
in the issued share
Total capital of the
number of Company
Number of Shares and R} RARES
underlying  underlying Shares RAREAT
Shares R R ERTRES
REROEA RERGAY  FERNEIL
- [,723,894,068 (L) 61.57%
- 271824429 (1) 9.71%
- 200,000 (L) 001%
- 370,000 (L) 001%
- 170,000 (L) 001%

* ZEBRERER=_FE=_FF+=A=+—HE
BITRR (74820 (F12,799,669,050 RAR(7) TiAtE -

BARBARRE (£E) ARAT]
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Note:

I 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); (ii)
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 271,824,429 Shares as at 31
December 2020 which were beneficially held by him in his own name.

Abbreviation:
“L"  stands for long position

Save as disclosed above and save for the disclosure referred to under
“Share Option Schemes" set out below and in note 24 to the financial
statements on pages 145 to 48 of this annual report, as at 3|
December 2020, 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 3| December 2020 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.

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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2 & ¥ A Z A 7l Noble Biz Intemational Limited % 45 & (iv)
565,719,948 AR A& 153 £ (. 5 HE R 7 80% R 18 2 A BIHE KR
See @ (BIRR) AR AREHE - K& (v) 180000000 %
f& 15 B R 5 4 B B A ¥ B 2 1A R CGyber Intemational
Limited 3574 ©

BN RARERUARNEFEZER T _TF+=A
=+ BEXRHEE 271824429 BRLDHES o

B
L] #EFR

B EXEBEEUR T RAFRE08E 2 BT
WA TF 24508 [MEIRIETS ) 2 WFBEREI - B
—ZEF+_A=Z+—B ARAZREEREST
BABRARQE S EAMEREE (TERESH LG
EEPIEXVED) 2% - RGO R EEFPILE
FEEEMARRIBREES NP ERIEXVIBE
3 IEFE 2B MATEEE: - SRIBIZESTRIZBME
RNRARRERFTZ RES AR ©

RAKEFGTE

REBRNTERE B 2 FHBENERA PSRRI -

ESREROIEEE 2ER

B EX f§$& XTI BRI - MR 3k

BEREE S EAR | AR T X [HEREE ] 56
wEEIN - ZK 7%&&@%%@%3@@%5:2:

TE+ A=+ — B ILFEEAE RS SLERA
R BEEE  WESAZEBIRBTN\RF
ﬁ—f%ﬂﬁzﬁ%$’z}ETEJZE@ﬁ’r!ﬂP&A@%%ZH&@ﬁEE

s o

BT -



Report of the Directors
EEﬁiﬁ*i

2020 SHARE OPTION SCHEME

The Company has adopted the 2020 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 2020 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 2020 Share Option
Scheme became effective on 19 June 2020 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 |2-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 2020 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$| 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.

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.
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The maximum number of Shares, a total of 279,966,905 Shares, will be
issuable upon exercise of all share options that may be granted under
the 2020 Share Option Scheme, representing 10% of the issued share
capital of the Company as at as at |9 June 2020, being the date of
adoption of the 2020 Share Option Scheme. 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 2020 Share Option Scheme) in any
[2-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 |2-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.

At the end of the reporting period, the Company had no share option
outstanding under the Scheme. No share option was granted to or
exercised by any Directors or chief executives of the Company or
employees of the Group or other participants nor cancelled or lapsed
during the year ended 3| December 2020.

Share options granted or to be granted under the 2020 Share Option
Scheme do not confer rights on the holders to dividends or to vote at
the shareholders’ meetings.

DIRECTORS’ INTERESTS IN CONTRACTS

Except for the disclosure under the headings “Connected Transactions”
and “Continuing Connected Transactions” below and save as detailed in
note 28 to the financial statements on page |53 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 2020.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

As at 31 December 2020, 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 2020 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 2020.
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MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 3| December 2020, the Group's purchases from
its largest supplier and its five largest suppliers accounted for
approximately 9.16% and 18.75%, respectively, of the Group'’s total
purchases.

The Group's sales to its largest customer and its five largest customers
accounted for approximately 1.40% and 4.51%, respectively, of the
Group's total sales during the same period.

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.

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 2020, 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:

Number of
Name of shareholder Capacity Note Shares
RR £,/ £ &% MeE R&O#E
Wu Kebo Interest of controlled | 1723894068 (L)
IR corporations
REiERER
Beneficial owner / 271824429 (L)
EEHAA
Skyera Intemational Limited Beneficial owner 2 439,791,463 (L)
(“Skyera”) BERBAA
Mainway Enterprises Limited Beneficial owner 3 408,715990 (L)
(*Mainway") ERBBA
Noble Biz International Beneficial owner 4 129,666,667 (L)
Limited (“Noble Biz") ERBBA
Cyber International Limited Beneficial owner 5 180,000,000 (L)
("Cyber’) ESHAA
Orange Sky Entertainment Beneficial owner 6 565,719,948 (L)
Group (International) BxERA
Holding Company Limited
("OSEG")
BARREEE (BR) 2K
BRAR(EX])

TREFRHER
HE-F-FF+-A=1— E¢¢F ARER

EeAEEELAAREREZBSE
EEBBEETL.16% K% 1875% °

B AEEAESARPFRAREFRFEHZHE
RIS ARG AL E A E R 1.40% X 4.51% °

B bSO ERE SN

ARRG BN AEEBRRES RS EE P HE
Efa i o

IE&%& L A £ RIAD R AR B
Hﬂﬁ}Zj: /KF’

E¢n§$ﬁﬁ%u RZZEZZEF+=—A=+—H &K
NABIBEEFRHAEEMNEXVEEIBIKBETEZ

BrMmRs  TIAL(EEHARFHEHTRA

BRI RED AR P RAN THEEIOAR ¢

*Approximate

percentage of

Shares and

underlying Shares

in the issued

share capital of

Total number  the Company

of Shares and * R} R AR EE IR 7

Number of underlying Shares RAARB#T
underlying Shares R4 R ARE R frdh
HERHHE RGEZ FOER

_ 173894068 (1) 6157%

S 718449 () 971%

- 439,791,463 (L) 15.71%

- 408,715990 (L) 14.60%

- 129,666,667 (L) 4.63%

- 180,000,000 (L) 6.43%

- 565,719,948 (L) 2021%
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* These percentages are computed based on the total number of Shares in

issue (ie. 2,799,669,050 Shares) as at 31 December 2020.
Notes:

(1Y 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 271,824,429 Shares as at 31
December 2020 which were beneficially held by him in his own name.

(2)  Skyerais 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 s 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)  Cyberis 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 3|1 December 2020, 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.
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CONNECTED TRANSACTION FEXS

(a) Cinema and Hotel Lease Agreements () ERREEHSRE
On 28 June 2019, OSGH Liuliu Enterprise, an indirect wholly- RZZE—NAFRNAZ+NB  IEBXLE
owned subsidiary of the Company, (the “Tenant”) entered into (KRBIME2EMB AR [P EIE
the a cinema lease agreement (the “Cinema Lease Agreement”) B (—ERPBEEIER AR " [¥E))
and a hotel lease agreement (the “Hotel Lease Agreement”) with PRIk BERE((FRBERE R
Jiangyin Orange Land (the “Landlord”), a company established in BERERE(BEAERZE]  REH 5
the PRC with limited liability, in respect of leasing of cinema FRAREMRTBIIETESHFERERZ
premises situated at floor 5, 6 and 7 of the building units 597 and 597 XS99 ANES 6 R 7IE - BEEEEL
599 at Wuxing Road, Xiagang Street, Jiangyin, PRC (F BT f& RI712449 F RN METE R MED
EBEEAERK), with a total gross floor area of approximately MAIRARESTRR AR EE % GREE
17,124.49 square meters (the “"Cinema Premises”) and hotel B A |4,|88,57$7§%KE|’]}EE%¥(|—}EE%
premises situated at Orange Sky Land Square One, Jiangyin, PRC* ¥)) UHERLBELE - E@TRHEE
(FEDIRE M RHES |97), with a total gross floor area of B REERS S E,Hﬁ&%ﬂﬁﬁ’]{l iU
approximately 14,188.57 square meters (the “Hotel Premises”) LU

for cinema and hotel operation respectively. The terms in relation
to lease term and rent of the Cinema Lease Agreement and the
Hotel Lease Agreement are summarized as follows:

Cinema Lease Agreement Hotel Lease Agreement

THREE R BIEEE R

Lease Term A term of |5 years, commencing from the date following the date of the actual delivery of
the said premises by the Landlord to the Tenant (the “Lease Term”).
THEA FIXmEFPERRMN M ERBBE AR B ISF ([ ) -

BRERRLYL (@) BRAA
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Rent
e

Cinema Lease Agreement

THREE R

The amount payable by the Tenant to the
Landlord for a particular rental year during
the Lease Term is equivalent to (1) the
yearly Fixed Cinema Lease Amount (as
defined below), (2) the yearly Fixed Cinema
Lease Amount and the Variable Cinema
Lease Amount (as defined below) or (3) the
yearly Fixed Cinema Lease Amount and the
De Minimis Amount (as defined below) (as
the case may be) (collectively, the “Cinema
Rent"”).
HEFHHEPASEHEFERNETINSHE
*ﬁMﬁA VEEEFEHREERE(EERLT
X) Eﬁl%%hﬂ%ﬁE&Tz%m

%ﬁﬁwiﬁTXfM$¢flﬁ%Vﬁ
EFBEMKEFB(EERTX) (RERM
) (s (e ]) -
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Hotel Lease Agreement

BIEEE R
Hotel Rent (the “Hotel Rent”)

A rate at RMBI.4 per square meter per day
(the “Initial Hotel Rent Rate”) for the first three
years from the date following the delivery of
the Hotel Premises (the “Hotel Lease Initial
Period”). During the Hotel Lease Initial Period,
the yearly Hotel Rent (1) for the first rental
year during the Lease Term shall amount to
approximately RMB4,833,572.85 (inclusive of
tax) taking into consideration of the rent
exemption period (being the period of four
months from the date following the delivery of
the Hotel Premises) and (2) for the second
and third rental year during the Hotel Lease
Term shall amount to approximately
RMB7,250,359.27 per year. The Initial Hotel
Rent Rate will be increased by 8% every three
years from the end of the Hotel Lease Initial
Period during the Hotel Lease Term (the
“Subsequent Hotel Rent Rate”).

BERS (DEEES D

BENERNBZARHFE=F(BEREY
HD2BRAFBEFFARARE 14T (T9F
BERSBR]) - WBEERENE  FEBEE
MeWHHEHeEREFENAARE
4833572857 (B IEFE) © Bt KB E 2
(BNESEEY £ BHZ B £ 00(E A #/H) -
FQBMBERBANE-_RFEZFAREFENA
HEARMET50359277 c NILBHERLEXR
ERSEERSAEEREV A RE T =F12
hnex ([HBBEHESER]) -
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Cinema Lease Agreement

THREER R

(@) Fixed Cinema Lease Amount (the “Fixed

@

Cinema Lease Amount”)
BEEZEEERE ( [EEFREEER
')

A rate at RMBI1.35 per square meter
per day (the “Initial Cinema Rent Rate")
for the first three years from the date
following the delivery of the Cinema
Premises (the “"Cinema Lease Initial
Period”). During the Cinema Lease
Initial Period, the yearly Fixed Cinema
Lease Amount (1) for the first rental
year during the Cinema Lease Term
shall amount to approximately
RMB5,625,394.97 (inclusive of tax)
taking into consideration of the Cinema
Rent Exemption Period and (2) for the
second and third rental year during the
Lease Term amount to approximately
RMB8,438,092.45 (inclusive of tax) per
year.
BYRMERINBRARAE=F ([#h
EEW%DZ§?%i5i¥E¥AE
BIsTUNEEEESEER]) -
FRE W - irli%ﬁmﬁf‘fmlﬁ(l)
YR EEEEFEROA/ARE
562539497 L (BIEHIE) - Bt RFk
REARQREPRE-_LE=EHEE
EHREFEARES43809245 (B
BIE) -

The Initial Cinema Rent Rate will be
increased by 8% every three years from
the end of the Cinema Lease Initial
Period during the Cinema Lease Term
(the "Subsequent Cinema Rent Rate”).
S AN B ATk e =
TR EVEERET=F1EMmex ([
Bk BER]) -

Hotel Lease Agreement

BIEEER R
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Cinema Lease Agreement

THREE R

(b) Variable Lease Amount (the “Variable

(®)

Lease Amount”)

AEMEFE ( [TLREHE] )

In the event that the yearly cinema
commission amount (as the case may
be, the amount which is equivalent to:
(i) 14% of the annual Net Box Office'
for each rental year during the first to
the fifth rental year of the Lease Term;
(i) 15% of the annual Net Box Office!
for each rental year during the sixth to
the tenth rental year of the Lease Term;
or (iii) 16% of the annual Net Box
Office' for each rental year during the
eleventh to the fifteenth rental year of
the Lease Term) (the “Cinema
Commission Amount”) exceeds the
yearly Fixed Cinema Lease Amount for
a particular rental year during the Lease
Term, an amount equivalent to the
difference between the yearly Cinema
Commission Amount and the yearly
Fixed Cinema Lease Amount shall be
payable by the Tenant to the Landlord.
MR EBANSEREFENFEZR A
TERBERAME  FHESBEER : )R
HHRNEFEERFRHEFECFE
ZEFE 4% (VRAHRRENESE T+
FRUEEFEZFERFEFEI5% X
([iHREPAET—ZFE+AFSHEF

ZiEmE@%%@U’hﬁéDt
BEREETRMAENE - AAFEAR
%EES'ZH*H'“E"iE%Fﬁ%E@@VI
E R ERIEME B R FIE
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Note:

Cinema Lease Agreement

THREER R

(c¢) De Minimis Amount (the “De Minimis
Amount”)

(0 FIEFIE([HEFKIEA]

De Minimis Amount is the maximum
amount which would render the
entering into of the Cinema Lease
Agreement with the payment of the
Variable Cinema Lease Amount for a
particular rental year during the Lease
Term by the Tenant to the Landlord
being constituted as a fully exempt
continuing connected transaction under
Rule 14A.76 of the Listing Rules

AR FRRRE LM AT [4A76
% BEFI Y RBEEHETRE
%Wﬁiirﬁﬁﬁiiiﬁﬂ@
whﬁg*ﬁﬁﬁ EXHARITE
BEXSGEMNZABRSEHE -

Notwithstanding the above, in the event
that (1) the yearly Cinema Commission
Amount exceeds the yearly Fixed Cinema
Lease Amount and (2) the yearly Variable
Cinema Lease Amount exceeds the De
Minimis Amount for a particular rental year
during the Cinema Lease Term, the Tenant
shall pay an amount equivalent to (I) the
yearly Fixed Cinema Lease Amount and (2)
the De Minimis Amount to the Landlord
for the relevant rental year. As such, in the
event that the Variable Lease Amount
exceeds the De Minimis Amount for a
particular rental year, the Variable Lease
Amount payable by the Tenant for that
particular rental year will be no more than
the De Minimis Amount. The amount
equivalent to the difference between the
Variable Lease Amount and the De
Minimis Amount will not be payable by the
Tenant to the Landlord, unless the
Company re-complies with the
requirements under the Listing Rules.
BEML - REEEAPASEEE
FE MO FEXRASBRFE
i%hffﬁﬁ&@ifTﬁ%
e ERIBBERKERE  BHPEA
Fﬁ@ﬁhifﬁ%{iﬁﬁ*ﬂ
mﬁﬁli%h%%ﬁﬁ&@%
ERIEN 25 - Bk - W EE
SFEMIEESFIRRBRER
B RIEPRZEEHEFERN
B B] &0 B RRIE S T B & R K
B BRIEARNEEHET ETARE
B TE E%ﬂﬁh$@ﬂ%$§
[HAEE R T E SR R &I
ﬁ%@%ﬁmmﬁ°

The box office minus the value-added tax and the Special State Film

Bx=2=

Undertaking Development Fund (BIZX E & HIBE ©), amounting
to 5% of the box office, which may be subject to changes of the
relevant regulations of the respective departments in the PRC.

Hotel Lease Agreement

BIEEER R

Wiz -
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(b)

As at the date of the Cinema Lease Agreement and the Hotel
Lease Agreement, the Landlord was owned as 75% by Orange
Sky Land and 25% by Beijing Orange Land. Orange Sky Land was
indirect wholly-owned by Mr. Wu Kebo. Beijing Orange Land was
wholly-owned by Beijing Orange Sky, which was in tum held as
to 99% by Zeng Qingxin (who held the shareholding interests in
Beijing Orange Sky in accordance to the instructions of Mr. Wu
Kebo). Mr. Wu Kebo was the Director and controlling
shareholder of the Company. Accordingly, the Landlord, being
the associate of Mr. Wu Kebo was a connected person of the
Company.

Pursuant to HKFRS 16, the entering into of the Cinema Lease
Agreement and the Hotel Lease Agreement as a lessee will
require the Group to recognise the Cinema Premises and the
Hotel Premises as the right-of-use assets in relation to the Fixed
Cinema Lease Amount and the Hotel Rent, thus the entering into
of the Lease Agreements with the Fixed Cinema Lease Amount
and the Hotel Rent and the transactions contemplated
thereunder will be regarded as deemed acquisition of assets and
connected transactions by the Group. The Fixed Cinema Lease
Amount under the Cinema Lease Agreement, the Hotel Rent
under the Hotel Cinema Lease Agreement and the transactions
contemplated thereunder constituted connected transactions for
the Company under Chapter |4A of the Listing Rules.

Leases in relation to Beijing Office Premises

On 29 January 2019, Lessor and Shanghai Orange Sky Jiayin Shiye
Company Limited (E/BHERZZEZEBRAF]), entered into
a lease agreement in respect of sub-leasing of office premises at
the portion of first and portion of second floor of house No.3 at
No.| Anjialou, Xiaoliangmagiao Ave, Chaoyang District, Beijing,
the PRC, with a total floor area of approximately I,171 square
meter for the period, from 29 January 2019 to 31 December
2021 at the rent of RMB8.8 per square meter per day with the
management fee of RMB0.848 per square meter per day. The
total rental for the term of this agreement amounts to
RMBI1,347,733.35 (equivalent to approximately
HK$13,163,370.69); and the total management fee for the term
of this agreement amounts to RMB,093,508.86 (equivalent to
approximately HK$1,268,470.28).
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Also, on 29 January 2019, the Lessor and bR R="ZE5
EIEAHMR AT (Beijing Orange Sky 360 Theatre Management
Company Limited), entered into a lease agreement in respect of
sub-leasing of office premises at third floor of house No.3 &
portion of second floor of house No.7 & house No.5 at No.|
Anijialou, Xiaoliangmagiao Ave, Chaoyang District, Beijing, the
PRC, with a total floor area of approximately 1,960.88 square
meter for the period from 29 January 2019 to 31 December
2021 at the rent of RMB8.8 per square meter per day with the
management fee of RMB0.848 per square meter per day. The
total rental for the term of this agreement amounts to
RMB19,002,171.97 (equivalent to approximately
HK$22,042,519.49); and the total management fee for the term
of this agreement amounts to RMBI,831,118.39 (equivalent to
approximately HK$2,124,097.33).

As at the date of the above lease agreements, Zeng Qingxin
(who held the shareholding interests in the Lessor in accordance
to the instructions of Mr. Wu Kebo) held 99% of the equity
interest in the Lessor. Mr. Wu Kebo, the chairman, a Director and
the controlling shareholder of the Company. Therefore, the
Lessor was a connected person of the Company. Accordingly, the
transactions contemplated the above lease agreements
constituted connected transaction of the Company under the
Listing Rules.

Save as disclosed above, during the year ended 3| December
2020, no other connected transactions were entered into by the
Company.
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CONTINUING CONNECTED TRANSACTIONS

During the year ended 31 December 2020, 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) Cinema Lease Agreement

Reference is made to the paragraph headed “Connected
Transactions — (a) Cinema and Hotel Lease Agreements” above.

As disclosed above, in the event that the yearly Cinema
Commission Amount exceeds the yearly Fixed Cinema Lease
Amount for a particular rental year during the Lease Term, an
amount equivalent to the difference between the yearly Cinema
Commission Amount and the yearly Fixed Cinema Lease Amount
shall be payable by the Tenant to the Landlord (i.e. the Variable
Lease Amount). In addition, pursuant to the Cinema Lease
Agreement, the property management service fee payable is
initially at a rate of RMBO.5 per square meter per day for the
property management services at the Cinema Premises (the
“Initial Management Fee") provided by the Landlord for the first
three rental years (the “Initial Management Fee Period”), which
amounts to (1) approximately RMB2,083,479.62 (inclusive of
water and air conditioning bills and tax) for the first rental year
during the Lease Term and (2) approximately RMB3,125,219.43
(inclusive of water and air conditioning bills and tax) per year for
the second and third rental year during the Lease Term. The
Initial Management Fee will be increased by 8% every three years
from the end of Initial Management Fee Period.

As at the date of the Cinema Lease Agreement, the Landlord
was owned as 75% by Orange Sky Land and 25% by Beijing
Orange Land. Orange Sky Land was indirect wholly-owned by
Mr. Wu Kebo. Beijing Orange Land was wholly owned by Beijing
Orange Sky, which was in tumn held as to 99% by Zeng Qingxin
(who held the shareholding interests in Beijing Orange Sky in
accordance to the instructions of Mr. Wu Kebo). Mr. Wu Kebo
was the Director and controlling shareholder of the Company.
Accordingly, the Landlord, being the associate of Mr. Wu Kebo
was a connected person of the Company. Pursuant to HKFRS 16,
the entering into of the Cinema Lease Agreement as a lessee will
require the Group to recognize the Variable Cinema Lease
Amount linked to sales to be recognized as expenses incurred by
the Group over the term of the Cinema Lease Agreement, thus
the entering into of the Cinema Lease Agreement with the
Variable Cinema Lease Amount and the transactions
contemplated thereunder will be regarded as a continuing
connected transaction under Rule 14A.31 of the Listing Rules. In
addition, the provision of property management services at the
Cinema Premises by the cinema property manager appointed by
the Landlord under the Cinema Lease Agreements also
constitutes continuing connected transactions under Rule 14A.31
of the Listing Rules.

The aggregate amount paid by the Group to the Landlord for the
year ended 3| December 2020 amounted to HK$nil, which was
within the annual cap of RMB5,756,797.50 (equivalent to
HK$6,447,613.20).
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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;

(c)  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 2020.
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Save as disclosed above, details of the other connected transactions
and/or continuing connected transactions for the year ended 31
December 2020 are set out in note 28 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.

CORPORATE GOVERNANCE

For the year ended 3| December 2020, the Corporate Governance
Report is set out on pages 26 to 40 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 2020 Share
Option Scheme is in place and the details of which are set out above
and in note 24 to the financial statements on pages 145 to 148 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.
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Report of the Directors
EEﬁﬁ*i

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 2020, the Group has made
charitable and other donations in Hong Kong totalling HK$nil.

AUDITORS

The financial statements for the year ended 31 December 2020 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
26 March 2021
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Independent Auditor’s Report
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KPMG

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

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 95 to |57, which
comprise the consolidated statement of financial position as at 31
December 2020, 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 3|
December 2020 and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”) issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA™) and
have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

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 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.

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
ANNUAL REPORT 2020
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Independent Auditor’s Report
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Assessing potential impairment of goodwill

B BB B (E AT

Refer to note |5 to the consolidated financial statements and the accounting policies on note 2(k).

BB A BTSRRI | S R 20 BBl B 2 7R ©

The Key Audit Matter
BRETEER

The carrying value of the Group's goodwill which amounted
to HK$633,118,000 as at 31 December 2020 was allocated
to the Group's exhibition business and distribution and
production business.
KER_F_TF+-A=1+—RKEER633,118000/&7T
Péﬁ%?% ECE  EREETER AR BT REUEER

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.
BEESFHRBETREN  DASBERRURRS
REFRAMFRSRERANNFREREDEHENREE
BN ( [ReELBEM] ) HREEETLBOREEE
MEREE  KMETREH2EHEFARE -

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.

EIEJWEEJr BEEE/TEITREENERELNRRE
&ﬂi?ﬁ%%' IRFATEEAFE - EXTSREER M

54 BEEEEYHEXEETEEAN TN

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.

BMETERBNECREI RAREAEE  REARERE
RMERE (10F) PREBEREARKRE D REMMEFR
SEABRMMARESEEELREZHE - i LdmESE
EEAEN T EEERAIRYERENRRLTA

How the matter was addressed in our audit
R ET R EZEE

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

B EEEECRENRHEFERATEER

. 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;
SERTEENNORE - TEEEEHRSELEM
BRI HEEREELEVNHEREMEESD
BN RFHERER RANITE

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;

KRR REBRATERANRERBARE (B
U MARRERMNER) BREELBEMABERRET
LEE - WS EITETRR R BB AR SR ABIE

. evaluating the discount rate used in the cash flow
forecast by benchmarking against other similar
companies in the same industry;
2REZEMREARFNERSRETRR E AL
=

. 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

BRI X &%XH&@}E«T@K@E“W WEEHEEE

BRERENGENERELNTENELSFEEEERR
IR - &
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.
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Impairment assessment of other property, plant and equipment and right-of-use assets relating to film

exhibition operations

HEBMHFEBEENAMYF  BERREUREAREENREE

Refer to note | | to the consolidated financial statements and the accounting policies on note 2(h).

B RRIARE TS IRAH T | | AR Bt 2(h) R E I & a TR ©

The Key Audit Matter
BRETER

As at 3| December 2020, the Group held other property,
plant and equipment and right-of-use assets relating to film
exhibition operations (“Cinema Related Assets™) which were
stated at cost less accumulated depreciation and impairment
losses at amounts of HK$241,459,000 and
HK$1,118,652,000 respectively.
5/\7—5—77¢+ A=+—H  E5EFEEBZHES
EREMYE  BERREUAREAELEE ((FHERE
ED TR R ITERBERBRIIE 28R R
241,459,000/ 7T & |,118,652,00058 7T °

At the financial reporting date, the Group reviewed the film
exhibition operations to determine whether there were any
indicators of impairment. When indicators of impairment are
identified, management assesses the recoverable amounts of
the Cinema Related Assets. An impairment loss is recognised
as an expense in the consolidated income statement if the
carrying amounts of the Cinema Related Assets exceed their
recoverable amounts. The recoverable amounts of the
Cinema Related Assets are the greater of the fair value less
costs of disposal and value in use.

REEHRERY - EEECEHNPREREE  UEERS
HEEMBAETR - EREANKBETRLRAER  BEE
AR MAEREEN TR SR - M BAEEEENREE
HEE RO SR - RERENGS R RERBH -
FWHEBEENA RO ESNARBERBEXNERERE
B

The calculation of the recoverable amounts of the Cinema
Related Assets is performed by the Group’s management. In
assessing the value in use, the projected cash flows associated
with the Cinema Related Assets are discounted using risk-
adjusted discount rates. The preparation of discounted cash
flow forecasts can be highly subjective and requires the
exercise of significant management judgement and
estimation, in particular in determining forecast box office
takings, forecast confectionary sales, forecast screen
advertising, growth rates and discount rates applied.
?3%*9%5%5?%74&@%%@3 ERETEENHE - N
EREER  FHAEEERBRARSRERLAREE
B’Jﬂﬁfﬁi—éiﬁﬂﬂﬁfﬁ MR RMEBTRANFEEE E%ﬁ &
ZEBRBELERAE REH  FHIREENRER KA
B NERHERIEN  REBEESEEN  BRELAER
EVBRER K o

How the matter was addressed in our audit

HMHWESNTREZSE

Our audit procedures to assess the impairment of other
property, plant and equipment and right-of-use assets
relating to the Group's Cinema Related Assets included the

following:

BPsatEEE EREXRAEREENEGYE BER
RENEAEEENRENETEFEEATSEA

. evaluating management's process and procedures for

the identification of indicators of potential impairment
of the Cinema Related Assets as at 31 December

2020;
HEEEELRAR T _EET _A=1+—HFH

HEAEEEERETR ZBRRIERF

0 evaluating the methodology used by management in
the preparation of the impairment assessment models
with reference to the requirements of the prevailing
accounting standards;
FEEEERSERITEE
AR

AR E R 2 R E T (4

. with the assistance of our internal valuation specialists,
comparing the key estimates and assumptions adopted
in the value in use calculations of the Cinema Related
Assets prepared by the Group's management,
including forecast box office takings, forecast
confectionary sales, forecast screen advertising, growth
rates and discount rates applied, with available market
data;

ERMOABEEZERORE T - B REREER

REEHEMRANERGS IRR (BREFRAR
Al NERHEERA REESERA  BRER
P& ARIR ) IR A T 5 SR IELL B
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Impairment assessment of other property, plant and equipment and right-of-use assets relating to film

exhibition operations

HEHMHFEBEENAMYF  BERREUREAREENREG

Refer to note | | to the consolidated financial statements and the accounting policies on note 2(h).

BB E BTSRRI | | AR I aE2(h) Bt a) 2 AT IR

The Key Audit Matter
BERETER

We identified assessing impairment of Cinema Related
Assets as a key audit matter because of the significant
management judgement and estimation required in making
assumptions and estimations which are inherently uncertain
and could be subject to management bias.

BPEHEZ AR EENRES AERETFR  REE
R RR R H EE R EEHEARHE RAE - Bl
EOFEBRRETHEERTRRXERENRRLA

How the matter was addressed in our audit

BN ES N T REZSE

evaluating the historical accuracy of the key
assumptions and most significant inputs used in the
prior year's discounted cash flow forecast, including
box office takings, confectionary sales, screen
advertising and growth rates, by comparison with the
actual outcomes in the current year and enquiry of
management in respect of the reasons for any
significant variations identified; and
BRHLAFENERER  FHL—FENRRA
EREBFBAMRANEIZRILREZNBAE(RRE
ZEEA - NERHER %E%E&i;%?&i“ﬁf)%T
R WHAERNENERZRBABTEE

performing sensitivity analyses to determine the extent
of change in those estimates that, either individually or
collectively, would be required for the Cinema Related
Assets to be materially misstated and considering the
likelihood of such a movement in those key estimates
arising and whether there was any evidence of
management bias.
ETBRREDMUREEZWABEENREAHR
BRAIERT - ARG FTR RS RE (Tw ARk

HEA) W EEZSHRETLREBNATRENE - UK=Z
Tﬁaﬁféﬁgﬂ’\ ERENRRLA

INFORMATION OTHER THAN THE CONSOLIDATED %R & BF #5 #f 3R I E 4% BUEM 3R 45 LA b

FINANCIAL STATEMENTS AND AUDITOR’S REPORT

THEREON

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

report thereon.

M= L

o BA(E B BETIEHNF IR
ANEEES  ETEREGEMBRRRERMNZ
BENFRE ©

Our opinion on the consolidated financial statements does not cover  FHK % iGAMERENERIT TREEMEL » &K

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.

PR T EZEEMESEREMNT AN EETER -

RRMBEEMBERERNET  RANEETEHE
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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.

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.

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
ANNUAL REPORT 2020
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As part of an audit in accordance with HKSAs, we exercise professional — FERBESE BB LR ETEABIEF - FKIME
judgement and maintain professional scepticism throughout the audit.  F T Z3EHIER - RiF T HXIBRREE « HAfI75:

We also:

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

o 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 intermal control.

C 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 concem.

. 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.
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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, actions taken to eliminate threats or safeguards applied.

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

The engagement partner on the audit resulting in this independent
auditor’s report is Lee Ka Nang.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
|0 Chater Road
Central, Hong Kong

26 March 2021
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Consolidated Income Statement

for the year ended 31 December 2020

2020 2019

Note HK$’000 HK$'000
Revenue 3&4 322,646 1,060,842
Cost of sales (118,554) (392,216)
Gross profit 204,092 668,626
Other revenue 5(a) 112,013 36,112
Other net income/(loss) 5(b) 44,855 (15,227)
Selling and distribution costs (378,384) (495,907)
General and administrative expenses (85,607) (131,430)
Other operating (expenses)/income (77,094) 1,357
Valuation loss on investment property I (6,500) (9,000)
(Loss)/profit from operations (186,625) 54,531
Finance costs 6(a) (72,948) (83,150)
Share of (loss)/profit of a joint venture (38,868) 24,557
Loss before taxation 6 (298,441) (4,062)
Income tax credit/(expenses) 7(a) 10,267 (31,054)
Loss for the year (288,174) (35,1'16)
Attributable to:
Equity holders of the Company (288,171) (35,092)
Non-controlling interests 3) 24)
Loss for the year (288,174) (35,116)
Loss per share (HK cent) 10
Basic and diluted (10.29) (1.25)

The notes on pages 102 to |57 form part of these financial statements.
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Consolidated Statement of Comprehensive Income

for the year ended 3| December 2020

2020 2019
HK$’000 HK$'000
Loss for the year (288,174) (35,1'16)
Other comprehensive income for the year:
ltems that may be reclassified subsequently to profit or loss:
Exchange differences on translation of financial statements of:
— subsidiaries outside Hong Kong 5,811 15216
— a joint venture outside Hong Kong 9,165 (5,282)
e — . _|1,776 — 2,934
Total comprehensive income for the year (273,198) (25,182)
Total comprehensive income attributable to:
Equity holders of the Company (273,160) (25,168)
Non-controlling interests (38) (14)
Total comprehensive income for the year (273,198) (25,182)

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

The notes on pages 102 to |57 form part of these financial statements.
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Consolidated Statement of Financial Position

at 31 December 2020

2020 2019
Note HK$’000 HK$'000
Non-current assets
Investment property I 14,000 41,000
Other property, plant and equipment I 327,797 363,529
Right-of-use assets [ 1,244,322 1,481,273
1,586,119 1,885,802
Interest in a joint venture 13 103,540 133,243
Other receivables, deposits and prepayments 37,363 46,704
Intangible assets 14 530,756 525397
Goodwill 15 633,118 661,582
Pledged bank deposits 19 50,000 137,000
Deferred tax assets 23(b) - 4,824
2,940,896 3,394,552
Current assets
Inventories 16 3,513 3,966
Film rights 17 46,717 38,622
Trade receivables 18(a) 13,358 65,399
Other receivables, deposits and prepayments 18(b) 146,392 51,356
Pledged bank deposits 19 17,850 =
Deposits and cash 19 985,546 1,068,260
1,213,376 1,327,603
Current liabilities
Bank loans 20 148,176 251,158
Trade payables 21(a) 53,693 106,120
Other payables and accrued charges 21(b) 122,238 225,627
Deferred revenue 21(c) 48,416 66,552
Lease liabilities 22 100,328 112,226
Taxation payable 23(a) 9,321 31,204
482,172 792,887
Net current assets 731,204 534,716
Total assets less current liabilities 3,672,100 3,929,268
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Consolidated Statement of Financial Position

at 31 December 2020

2020 2019
Note HK$’000 HK$'000
Non-current liabilities
Bank loans 20 1,057,943 805,907
Lease liabilities 22 568,563 790,497
Deferred tax liabilities 23(b) 162,859 176,931
1,789,365 1,773,335
NET ASSETS 1,882,735 2,155,933
CAPITAL AND RESERVES 24
Share capital 279,967 279,967
Reserves 1,603,365 1,876,525
Total equity attributable to equity holders of the Company 1,883,332 2,156,492
Non-controlling interests (597) (559)
TOTAL EQUITY 1,882,735 2,155,933
Approved and authorised for issue by the Board of Directors on 26 March 2021.
Wu Kebo Chow Sau Fong, Fiona

Director

The notes on pages 102 to |57 form part of these financial statements.
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Consolidated Statement of Changes in Equity

for the year ended 31 December 2020

Capital Non-

Share Share  redemption  Contributed Reserve Exchange Retained controlling Total

capital premium reserve surplus funds reserve profits Total interests equity

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

Balance at | January 2020 279,961 171,749 15,886 80,000 3,134 5,098 1,000,658 2,156,492 (559) 2,155,933
Changes in equity for 2020:

Loss for the year - - - - - - (288,171) (288,171) ®3) (288,174)

Other comprehensive income - - - - - 15,011 - 15,011 (35) 14,976

Total comprehensive income - - - - - 15,011 (288,171) (273,160) (38) (273,198)

Balance at 31 December 2020 279,961 171,749 15,886 80,000 3,134 20,109 712,487 1,883,332 (597) 1,882,735

Capital Non-

Share Share  redemption  Contributed Reserve Exchange Retained controling Total

capital premium reserve surplus funds reserve profits Total interests equity

HK$000 HK$1000 HK$000 HK$1000 HK$000 HK$000 HK$1000 HK$000 HK$1000 HK$1000

Balance at | January 2019 29967 711,749 15,886 80,000 3134 (4826) 1035750 2,181,660 (545) 181,115
Changes in equity for 2019:

Loss for the year = = = = = = (35092) (3509) 24 (@35116)

Other comprehensive income - - - - - 9924 - 9924 10 9934

Total comprehensive income = = = = = 9924 (3509) (25,168) (14) (25182)

Balance at 3| December 2019 219967 711,749 15,886 80,000 3134 5098 1000658 2156492 (559) 2155933

The notes on pages 102 to |57 form part of these financial statements.
BARBARRE (KE) ARAT
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Consolidated Statement of Cash Flows

for the year ended 3| December 2020

2020 2019
Note HK$’000 HK$'000
Operating activities
Loss before taxation (298,441) (4,062)
Adjustments for:
Interest income 5(a) (9,030) (22,054)
Finance costs 6(a) 72,948 83,150
Depreciation of owned property, plant and equipment 6(c) 59,468 62,789
Depreciation of right-of-use assets 6(c) 136,384 144,788
Amortisation of intangible assets 6(c) 1,481 1,482
Loss on disposal of property, plant and equipment 5(b) 831 1,023
Impairment losses on non-financial assets:
— cinema related assets 6(c) 26,394 =
— club house assets 6(c) 7,493 =
— goodwill 6(c) 37,416 -
— film rights 6(c) 593 805
Gain on lease modification 5(a) (11,232) =
COVID-9-related rent concessions received 19(b) (49,849) —
Valuation loss on investment property I 6,500 9,000
Share of loss/(profit) of a joint venture 38,868 (24,557)
Exchange gain, net (21,438) (6,845)
Operating (loss)/profit before changes in working capital (1,614) 245519
Decrease/(increase) in inventories 527 (1,361)
Increase in film rights (7,054) (4,833)
Decrease/(increase) in trade receivables 42,005 (13,928)
Decrease/(increase) in other receivables, deposits and prepayments 18,329 (14,753)
Decrease in trade payables (52,650) (16,208)
(Decrease)/increase in other payables and accrued charges (104,546) 48,946
(Decrease)/increase in deferred revenue (18,581) 9,500
Cash (used in)/generated from operations (123,584) 252,882
Interest received 12,683 18,446
Finance costs paid (58,771) (44,382)
Tax paid 23(a) (23,542) (33,768)
Net cash (used in)/generated from operating activities (193,214) 193,178

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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Consolidated Statement of Cash Flows

for the year ended 31 December 2020

2020 2019
Note HK$’000 HK$'000

Investing activities
Payment for the purchase of property, plant and equipment (35,738) (56,611)
Proceeds from disposal of property, plant and Equipment 148 889
Receipt from pledged deposits 69,150 —
Advance to/(repayment from) a joint venture 9,305 (9,582)
Dividends received - 31,964
Net cash generated from/(used in) investing activities 42,865 (33,340)

Financing activities
Proceeds from new bank loans 19(b) 1,246,000 —
Repayment of bank loans 19(b) (1,087,935) (251,386)
Capital element of lease rentals paid 19(b) (70,673) (93,250)
Interest element of lease rentals paid 19(b) (33,173) (34,760)
Net cash generated from/(used in) financing activities 54,219 (379,396)
Net decrease in cash and cash equivalents (96,130) (219,558)
Cash and cash equivalents at | January 1,068,260 1,290,095
Effect of foreign exchange rate changes 13,416 (2,277)
Cash and cash equivalents at 31 December 19(a) 985,546 1,068,260

The notes on pages 102 to |57 form part of these financial statements.

BARBARRE (KE) ARAT

F 332020

101



Notes to the Financial Statements

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”) and its joint venture consist of worldwide film and video distribution, and film exhibition in Hong
Kong, Singapore and Taiwan, fim and television programme production in Hong Kong and Mainland China, provision of
advertising and consultancy services in Hong Kong, Mainland China, Singapore and Taiwan and a club house business in
Mainland China. The other particulars and principal activities of the subsidiaries are set out in note |2 to the financial
statements.

(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 amendments to 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 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 2020 comprise the Company and its
subsidiaries (together referred to as the “Group”) and the Group's interest in a joint venture.

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, including interests in leasehold land and buildings held as investment property where
the Group is the registered owner of the property interest (see note 2(g));

—  other leasehold land and buildings, including interests in leasehold land and buildings where the Group is the
registered owner of the property interest (see notes 2(h) and ()));

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.

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 30.

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
ANNUAL REPORT 2020



Notes to the Financial Statements

(©)

(d

Changes in accounting policies

The HKICPA has issued the following amendments to HKFRSs that are first effective for the current account year
of the Group:

. Amendments to HKFRS 3, Definition of a Business
. Amendment to HKFRS |6, Covid-1 9-Related Rent Concessions

Other than the amendment to HKFRS 16, the Group has not applied any new standard or interpretation that is
not vet effective for the current accounting year. Impacts of the adoption of the amended HKFRS is discussed
below:

Amendment to HKFRS 16, Covid-19-Related Rent Concessions

The amendment provides a practical expedient that allows a lessee to by-pass the need to evaluate whether
certain qualifying rent concessions occurring as a direct consequence of the COVID-19 pandemic (“COVID-19-
related rent concessions”) are lease modifications and, instead, account for those rent concessions as if they were
not lease modifications.

The Group has elected to early adopt the amendments and applies the practical expedient to all qualifying COVID-
|9-related rent concessions granted to the Group during the year. Consequently, rent concessions received have
been accounted for as negative variable lease payments recognised in profit or loss in the year in which the event
or condition that triggers those payments occurred (see note | |(c)). There is no impact on the opening balance of
equity at | January 2020.

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 note 2(p) or (q) depending on the nature of the
liability.
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Notes to the Financial Statements

(d) Subsidiaries and non-controlling interests (continued)

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 or, when appropriate, the cost on initial recognition of an investment in a 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(k)).

(e) Joint venture

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 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). The cost
of the investment includes purchase price, other costs directly attributable to the acquisition of the investment, and
any direct investment into the associate or joint venture that forms part of the Group’s equity investment.
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 note 2(k)). Any acquisition-date excess over cost,
the Group's share of the post-acquisition, post-tax results of the investees and any impairment loss 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 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 any other 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 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.

When the Group ceases to have 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 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.
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Notes to the Financial Statements

®

(2)

(h)

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 acquiree’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(k)).

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.

Investment properties

Investment properties are land and/or buildings which are owned or held under a leasehold interest (see note 2()))
to eamn 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(u)(vii).

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(k)):

—  right-of-use assets arising from leases over leasehold properties where the Group is not the registered owner
of the property interest;

—  machinery and equipment; and

—  other items of plant and equipment, including right-of-use assets arising from leases of underlying 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 are
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.
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Notes to the Financial Statements

(h) Other property, plant and equipment (continued)

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 Over the unexpired term of
lease

—  The Group's interests in buildings situated on leasehold land are depreciated over the shorter of the
unexpired term of lease and the building's estimated useful lives.

—  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.

(i) Intangible assets (other than goodwill)
(i)  Club memberships

Club memberships are stated in the consolidated statement of financial position at cost less impairment
losses (see note 2(k)). 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.

(ii) 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(k)). 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.

(iii) 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(k)). 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 reviewed annually.
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Notes to the Financial Statements

Leased assets

At inception of a contract, the Group assesses whether the contract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveys the right to control the use of an identified asset for a period of time in
exchange for consideration. Control is conveyed where the customer has both the right to direct the use of the
identified asset and to obtain substantially all of the economic benefits from that use.

(i)

As a lessee

At the lease commencement date, the Group recognises a right-of-use asset and a lease liability, except for
short-term leases that have a lease term of 12 months or less. The lease payments associated with those
leases which are not capitalised are recognised as an expense on a systematic basis over the lease term.

Where the lease is capitalised, the lease liability is initially recognised at the present value of the lease
payments payable over the lease term, discounted using the interest rate implicit in the lease or, if that rate
cannot be readily determined, using a relevant incremental borrowing rate. After initial recognition, the lease
liability is measured at amortised cost and interest expense is calculated using the effective interest method.
Variable lease payments that do not depend on an index or rate are not included in the measurement of the
lease liability and hence are charged to profit or loss in the accounting period in which they are incurred.

The right-of-use asset recognised when a lease is capitalised is initially measured at cost, which comprises the
initial amount of the lease liability plus any lease payments made at or before the commencement date, and
any initial direct costs incurred. Where applicable, the cost of the right-of-use assets also includes an estimate
of costs to dismantle and remove the underlying asset or to restore the underlying asset or the site on which
it is located, discounted to their present value, less any lease incentives received. The right-of-use asset is
subsequently stated at cost less accumulated depreciation and impairment losses (see notes 2(h) and 2(k)(ii)),
except for right-of-use assets that meet the definition of investment property are carried at fair value in
accordance with note 2(g).

The lease liability is remeasured when there is a change in future lease payments arising from a change in an
index or rate, or there is a change in the Group's estimate of the amount expected to be payable under a
residual value guarantee, or there is a change arising from the reassessment of whether the Group will be
reasonably certain to exercise a purchase, extension or termination option. When the lease liability is
remeasured in this way, a corresponding adjustment is made to the carrying amount of the right-of-use asset,
or is recorded in profit or loss if the carrying amount of the right-of-use asset has been reduced to zero.

The lease liability is also remeasured when there is a change in the scope of a lease or the consideration for
a lease that is not originally provided for in the lease contract (“‘lease modification”) that is not accounted for
as a separate lease. In this case the lease liability is remeasured based on the revised lease payments and
lease term using a revised discount rate at the effective date of the modification.

The only exceptions are any rent concessions which arose as a direct consequence of COVID-19 pandemic
and which satisfied the conditions set out in paragraph 46B of HKFRS 16 Leases. In such cases, the Group
took advantage of the practical expedient set out in paragraph 46A of HKFRS |6 and recognised the change
in consideration as if it was not a lease modification.

In the statement of financial position, the Group presents right-of-use assets and lease liabilities as separate
line items.
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(j) Leased assets (continued)
(ii) As a lessor

When the Group acts as a lessor, it determines at lease inception whether each lease is a finance lease or an
operating lease. A lease is classified as a finance lease if it transfers substantially all the risks and rewards
incidental to the ownership of an underlying assets to the lessee. If this is not the case, the lease is classified
as an operating lease.

When a contract contains lease and non-lease components, the Group allocates the consideration in the
contract to each component on a relative stand-alone selling price basis. The rental income from operating
leases is recognised in accordance with note 2(u)(vii).

(k) Credit losses and impairment of assets
(i)  Credit losses from financial instruments

The Group recognises a loss allowance for expected credit losses (“ECLs") on the following item:

—  financial assets measured at amortised cost (including cash and cash equivalents, and trade and other
receivables).

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present value of
all expected cash shortfalls (i.e. the difference between the cash flows due to the Group in accordance with
the contract and the cash flows that the Group expects to receive).

The expected cash shortfalls are discounted using the following discount rates where the effect of discounting
is material:

—  fixed-rate financial assets, and trade and other receivables: effective interest rate determined at initial
recognition or an approximation thereof;

—  variable-rate financial assets: current effective interest rate.

The maximum period considered when estimating ECLs is the maximum contractual period over which the
Group is exposed to credit risk.

In measuring ECLs, the Group takes into account reasonable and supportable information that is available
without undue cost or effort. This includes information about past events, current conditions and forecasts of
future economic conditions.

ECLs are measured on either of the following bases:

—  |2-month ECLs: these are losses that are expected to result from possible default events within the |2
months after the reporting date; and

—  lifetime ECLs: these are losses that are expected to result from all possible default events over the
expected lives of the items to which the ECL model applies.

Loss allowances for trade receivables are always measured at an amount equal to lifetime ECLs. ECLs on
these financial assets are estimated using a provision matrix based on the Group's historical credit loss
experience, adjusted for factors that are specific to the debtors and an assessment of both the current and
forecast general economic conditions at the reporting date.

For all other financial instruments, the Group recognises a loss allowance equal to |2-month ECLs unless
there has been a significant increase in credit risk of the financial instrument since initial recognition, in which
case the loss allowance is measured at an amount equal to lifetime ECLs.
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(k) Credit losses and impairment of assets (continued)

(i)

Credit losses from financial instruments (continued)
Significant increases in credit risk

In assessing whether the credit risk of a financial instrument has increased significantly since initial recognition,
the Group compares the risk of default occurring on the financial instrument assessed at the reporting date
with that assessed at the date of initial recognition. In making this reassessment, the Group considers that a
default event occurs when (i) the borrower is unlikely to pay its credit obligations to the Group in full,
without recourse by the Group to actions such as realising security (if any is held); or (ii) the financial asset is
90 days past due. The Group considers both quantitative and qualitative information that is reasonable and
supportable, including historical experience and forward-looking information that is available without undue
cost or effort.

In particular, the following information is taken into account when assessing whether credit risk has increased
significantly since initial recognition:

—  failure to make payments of principal or interest on their contractually due dates;

— an actual or expected significant deterioration in a financial instrument'’s external or internal credit
rating (if available);

—  an actual or expected significant deterioration in the operating results of the debtor; and

—  existing or forecast changes in the technological, market, economic or legal environment that have a
significant adverse effect on the debtor’s ability to meet its obligation to the Group.

Depending on the nature of the financial instruments, the assessment of a significant increase in credit risk is
performed on either an individual basis or a collective basis. When the assessment is performed on a
collective basis, the financial instruments are grouped based on shared credit risk characteristics, such as past
due status and credit risk ratings.

ECLs are remeasured at each reporting date to reflect changes in the financial instrument’s credit risk since
initial recognition. Any change in the ECL amount is recognised as an impairment gain or loss in profit or loss.
The Group recognises an impairment gain or loss for all financial instruments with a corresponding
adjustment to their carrying amount through a loss allowance account.

Basis of calculation of interest income

Interest income recognised in accordance with note 2(u)(viii) is calculated based on the gross carrying
amount of the financial asset unless the financial asset is credit-impaired, in which case interest income is
calculated based on the amortised cost (i.e. the gross carrying amount less loss allowance) of the financial
asset.

At each reporting date, the Group assesses whether a financial asset is credit-impaired. A financial asset is
credit-impaired when one or more events that have a detrimental impact on the estimated future cash flows
of the financial asset have occurred.
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(k) Credit losses and impairment of assets (continued)
(i)  Credit losses from financial instruments (continued)
Basis of calculation of interest income (continued)

Evidence that a financial asset is credit-impaired includes the following observable events:

—  significant financial difficulties of the debtor;

—  abreach of contract, such as a default or delinquency in interest or principal payments;

— it becoming probable that the borrower will enter into bankruptcy or other financial reorganisation;

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

—  the disappearance of an active market for a security because of financial difficulties of the issuer.

Write-off policy

The gross carrying amount of a financial asset is written off (either partially or in full) to the extent that there
is no realistic prospect of recovery. This is generally the case when the Group determines that the debtor
does not have assets or sources of income that could generate sufficient cash flows to repay the amounts
subject to the write-off.

Subsequent recoveries of an asset that was previously written off are recognised as a reversal of impairment
in profit or loss in the period in which the recovery occurs.

(ii)  Impairment of other non-current 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, including right-of-use assets (other than property carried at revalued
amounts);

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

— film rights;

—  goodwill;

— intangible assets (other than goodwill); and

— investments in subsidiaries and a joint venture in the Company's statement of financial position.

If any such indication exists, the asset's recoverable amount is estimated. In addition, for goodwill, intangible
assets that are not yet available for use and intangible assets that have indefinite useful lives, the recoverable
amount is estimated annually whether or not there is any indication of impairment.

—  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).
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(k) Credit losses and impairment of assets (continued)

0]

(ii)

(iii)

Impairment of other non-current assets (continued)

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(k)).

Impairment losses recognised in an interim period in respect of goodwill 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.

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 or 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.
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(m) Film rights
(i)  Film rights
The cost of film rights is amortised at a systematic basis with reference to the underlying license periods
which are subject to annual review.

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

(ii)  Film production in progress
Film production in progress represents films under production and is stated at cost less any impairment
losses (see note 2(k)). 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.

(iii)  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(k)). The cost
of self-produced programmes is amortised at a systematic basis with reference to the underlying license
periods, which are subject to annual review.

(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(k)).

(n) Trade and other receivables

A receivable is recognised when the Group has an unconditional right to receive consideration. A right to receive
consideration is unconditional if only the passage of time is required before payment of that consideration is due.

Receivables are stated at amortised cost using the effective interest method less allowance for credit losses (see
note 2(k)).

(o) 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. Cash and cash equivalents are assessed for ECL in accordance with the policy set out in
note 2(k).

(p) Trade and other payables and deferred revenue
(i)  Trade and other payables

Trade and other payables are initially recognised at fair value, which are subsequently stated at amortised
cost unless the effect of discounting would be immaterial, in which case they are stated at cost.

(ii) Contract liabilities
A contract liability is recognised when the customer pays non-refundable consideration before the Group
recognises the related revenue (see note 2(u)). A contract liability would also be recognised if the Group has
an unconditional right to receive non-refundable consideration before the Group recognises the related
revenue. In such cases, a corresponding receivable would also be recognised (see note 2(n)). In this annual
report, the Group discloses contract liability as deferred revenue.
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(a)

(r)

Interest-bearing borrowings

Interest-bearing borrowings are measured initially at fair value less transaction costs. Subsequent to initial
recognition, interest-bearing borrowings are stated at amortised cost using the effective interest method. Interest
expense is recognised in accordance with Group'’s accounting policy for borrowing costs (see note 2(w)).

Employee benefits

(i)

(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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(s)

Income tax

()

(if)

(ii)

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(g), 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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(s)

®)

(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:

— inthe 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.

Provisions and contingent liabilities

Provisions are recognised when the Group 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.

Revenue and other income

Income is classified by the Group as revenue when it arises from the sale of goods and the provision of services.

Revenue is recognised when control over a product or service is transferred to the customer, at the amount of
promised consideration to which the Group is expected to be entitled, excluding those amounts collected on
behalf of third parties. Revenue excludes value added tax or other sales taxes and is after deduction of any trade
discounts.

Where the contract contains a financing component which provides a significant financing benefit to the customer
for more than |2 months, revenue is measured at the present value of the amount receivable, discounted using the
discount rate that would be reflected in a separate financing transaction with the customer, and interest income is
accrued separately under the effective interest method. Where the contract contains a financing component which
provides a significant financing benefit to the Group, revenue recognised under that contract includes the interest
expense accreted on the contract liability under the effective interest method. The Group takes advantage of the
practical expedient in paragraph 63 of HKFRS |5 and does not adjust the consideration for any effects of a
significant financing component if the period of financing is 12 months or less.
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(u) Revenue and other income (continued)

Further details of the Group's revenue and other income recognition policies are as follows:

0)
0)
(i)

(iv)

v)

(V)

(vii)

(viii)

(ix)

)
(xi)

(xii)

(xiil)

(xiv)

Income from box office takings is recognised when the services have been rendered to the buyers;
Income from film distribution and screen advertising is recognised at the time when the services are provided;

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

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

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;

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;

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. Variable lease payments that do
not depend on an index or a rate are recognised as income in the accounting period in which they are
earmed;

Interest income is recognised as it accrues using the effective interest method. For financial assets measured
at amortised cost that are not credit-impaired, the effective interest rate is applied to the gross carrying
amount of the asset. For credit-impaired financial assets, the effective interest rate is applied to the amortised
cost (i.e. gross carrying amount net of loss allowance) of the asset (see note 2(k)(i));

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

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

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

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

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; and

Food and beverage sales income is recognised when the related service is provided to the members and/or
their guests.
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(\))

W)

)

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 and joint venture 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 and joint ventures 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. The transaction date is the date on which the
Group initially recognises such non-monetary assets or liabilities. 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 measured.

On disposal of a foreign operation, the cumulative amount of the exchange differences relating to that foreign
operation is reclassified from equity to profit or loss when the profit or loss on disposal is recognised.

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.

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.

(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.
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(y) 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.

Revenue, which are from contracts with customers within the scope of HKFRS |5, represents income from the sale of
film, video and television rights, film and TV drama distribution, theatre operations, promotion and advertising services,
agency and consultancy services, film royalty, the sale of audio visual products, membership fees and food and beverage
sales.

The Group's customer base is diversified and there is no customer with whom transactions have exceeded 0% of the
Group's revenue. Details of concentrations of credit risk arising from customers are set out in note 25(a) to the financial
statements.

The Group manages its businesses by geography. In a 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
—  Singapore

—  Taiwan

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

The reportable segments of Taiwan, represent the Group's share of results of the joint venture operating in Taiwan.

Segment revenue and results

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:

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 or loss is adjusted operating profit or loss after taxation where net finance
costs, exchange differences and extraordinary items are excluded, and the effect of HKFRS 16 is adjusted as if the rentals
had been recognised under HKAS |7. To arrive at adjusted operating profit or loss after taxation, the Group's profit or
loss is further adjusted for items not specifically attributable to individual segments, such as directors’ and auditors’
remuneration and head office or corporate administration costs.
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4 SEGMENT REPORTING (CONTINUED)

Segment revenue and results (continued)

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

Management evaluates performance primarily based on the operating profit or loss including the share of results of joint
ventures of each segment. Intra-segment pricing is generally determined on an arm’s length basis.

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

Hong Kong Mainland China Singapore Taiwan Consolidated

2020 2019 2020 2019 2020 2019 2020 2019 2020 2019
HK$000  HK$000 HK$000  HK$000 HK$000  HK$000 HK$000  HKPO00 HK$000  HK$O00

Segment revenue
Revenue
— Exhibition 64,915 230926 - - 309,359 810263 279,285 456451 653,559 1,497,640
— Distribution and production 9,827 13961 201 - 32,751 44489 1,713 10,602 50,492 69,052
— Club house - = 12,907 4045 - = - = 12,907 4045
— Corporate 2,437 1,024 - - - - - - 2,437 1,024
Reportable segment revenue 17,179 245911 13,108 4045 342,110 854752 286,998 467053 719,395 157176
Reportable segment (loss)/profit ~ (68,331) 1686  (38,937)  (62726)  (26,220) 139,748  (18,605) 35743 (152,093) 114451
Reconciliation — Revenue
Reportable segment revenue 719,395 1571761
Share of revenue from a joint venture
in Taiwan (286,998)  (467,053)
Elimination of intra-segmental revenue (18,005)  (28320)
Others (91,746)  (15546)
Consolidated revenue 322,646 1,060,842
Reconciliation — Loss
before taxation
Reportable (loss)/profit (152,093) 114451
Unallocated operating expenses, net (136,078)  (149543)
Non-controlling interests (3) (24)
Income tax (credit)/expense (10,267) 31,054
Consolidated loss before taxation (298,441) (4062)
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5 OTHER REVENUE AND OTHER NET INCOME/(LOSS)
(a) Other revenue

2020 2019
HK$’000 HK$'000
Interest income from bank deposits 9,030 22,054
Co-promotion income 6,309 6,298
COVID- |9-related rent concessions 49,849 -
Gain on lease modification 11,232 -
Government subsidies (note (i) 27,856 946
Miscellaneous income 7,737 6,814
112,013 36,112

Note:
() In 2020, the Group received funding support in Hong Kong and Singapore from the respective local governments, which

intended to provide financial support to protect its local business and people from disruptions caused by the Coronavirus
Disease (“COVID-19").

(b) Other net income/(loss)

2020 2019
HK$’000 HK$'000
Loss on disposal of property, plant and equipment (831) (1,023)
Exchange gain/(loss), net 45,686 (14,204)
44,855 (15,227)
6 LOSS BEFORE TAXATION
Loss before taxation is arrived at after charging/(crediting):
(a) Finance costs
2020 2019
HK$’000 HK$'000
Interest on bank loans 30,547 42726
Interest on lease liabilities (note 22) 33,173 34,760
Other ancillary borrowing costs 9,193 5,664
Other interest expense 493 =
Total finance costs on financial liabilities not at fair value through
profit or loss 73,406 83,150
Less: finance costs capitalised into construction in progress (note (i) (458) —
72,948 83,150
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Notes to the Financial Statements

6

LOSS BEFORE TAXATION (CONTINUED)

(b) Staff costs (excluding directors’ and chief executive officers’ emoluments (note 8))

O)

2020 2019
HK$’000 HK$'000
Salaries, wages and other benefits (note (ii)) 95,633 137,961
Contributions to defined contribution retirement plans 1,727 12,007
103,360 149,968
Other items
2020 2019
HK$’000 HK$'000
Cost of inventories 16,185 44989
Cost of services provided 100,558 341,341
Depreciation charge (note | [)
— owned property, plant and equipment 59,468 62,789
— right-of-use-assets 136,384 144,788
Impairment losses on non-financial assets
— cinema-related assets (note | /) 26,394 —
— club house assets (note | ) 7,493 =
— goodwill (note 15) 37,416 -
— film rights (note 17) 593 805
Variable lease payments not included in the measurement of lease liabilities 859 11,520
Amortisation of intangible assets (note |4) 1,481 1,482
Amortisation of film rights (note (iii)) (note 17) 1,811 5,886
Auditors’ remuneration 2,978 3,163
Notes:
0] The finance costs have been capitalised at rates ranging from 1.76% to 4.69% per annum for the year ended 31 December

2020. No finance costs have been capitalised for the year ended 31 December 2019.
(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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Notes to the Financial Statements

7 INCOME TAXIN THE CONSOLIDATED INCOME STATEMENT
(a) Taxation in the consolidated income statement represents:

2020 2019
HK$’000 HK$'000
Current income tax

Provision for Hong Kong tax - 720
Provision for overseas tax 1,322 33,740
Over-provision in respect of prior years (185) (602)
1,137 33,858

Deferred tax (note 23(b))
Reversal of temporary differences (11,404) (2,804)
(10,267) 31,054

Notes:

0] The provision for Hong Kong Profits Tax for 2020 is calculated at 16.5% (2019: 16.5%) of the estimated assessable profits
for the year.

(ii) The provision for the PRC Corporate Income Tax of the subsidiaries established in the PRC is calculated at 25% (2019:
25%) of the estimated taxable profits for the year.

(i) The provision for Singapore Corporate Income Tax of the subsidiaries incorporated in Singapore is calculated at 17% (2019:
17%) of the estimated taxable profits for the year.

(iv)  During the year ended 31 December 2020, the Group paid HK$NIil (2019: HK$3,424,000) for income taxes on distributed
eamings from its joint venture in Taiwan.

During the year ended 31 December 2020, the Group reversed HK$2,447,000 (2019: provided HK$4,002,000) for

income taxes on accumulated eamings generated by its joint venture in Taiwan which will be distributed to the Group in
the foreseeable future.

(b) Reconciliation between tax (credit)/expense and loss before taxation at applicable tax

rates:

2020 2019
HK$’000 HK$'000
Loss before taxation (298,441) (4,062)

Notional tax on loss before taxation, calculated at the rates applicable
to loss in the jurisdictions concerned (57,307) (4,226)
Tax effect of non-deductible expenses 34,394 29814
Tax effect of non-taxable income (12,525) (3,197)
Tax effect of unused tax losses not recognised 20,213 9,228
Tax effect of tax losses utilised - (18)
Tax effect of loss/(profits) attributable to a joint venture 1,774 (4911)
Tax effect of temporary differences unrecognised, net (184) 4,388
(Reversal of)/provision for Taiwan withholding tax for the year (2,447) 578
Over-provision in prior years (185) (602)
Actual tax (credit)/expense (10,267) 31,054
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Notes to the Financial Statements

8 DIRECTORS’ AND CHIEF EXECUTIVE OFFICERS’ EMOLUMENTS

Directors’ and chief executive officers’ 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, Double
allowances paid and Retirement
Directors’ and benefits discretionary scheme 2020
fees in kind bonus contributions Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
Executive directors and
chief executive officers

WU, Kebo 7,441 614 - 18 8,073
LI, Pei Sen 361 - - - 361
CHOW, Sau Fong Fiona 1,235 807 172 18 2,232
GO, Misaki 288 162 - - 450
PENG, Bolun 255 258 - 78 591
XU, Hua (resigned on | June 2020) - 850 16 1 973
YEUNG, Ho Nam (appointed on | June 2020) - 1,346 108 10 1,464

Independent non-executive directors
LEUNG, Man Kit 340 - - - 340
WONG, Sze Wing 240 - - - 240
FUNG, Chi Man Henry 240 - - - 240
10,400 4,037 396 131 14,964

Salaries, Double
allowances paid and Retirement
Directors’ and benefits discretionary scheme 2019
fees in kind bonus contributions Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$000
Executive directors and
chief executive officers

WU, Kebo 7,782 2,552 = 18 10,352
LI, Pei Sen 372 | = = 373
WU, Keyan 266 239 37 13 555
MAO, Yimin 1,029 1,126 193 15 2363
CHOW, Sau Fong Fiona 18l 859 172 18 2,230
GO, Misaki 90 74 = = 164
PENG, Bolun 85 97 = 28 210
XU, Hua = 594 49 3 646

Independent non-executive directors
LEUNG, Man Kit 340 = = = 340
WONG, Sze Wing 240 - - - 240
FUNG, Chi Man Henry 240 - - - 240
[1,625 5,542 451 95 17713

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 24(a)(i).
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Notes to the Financial Statements

9 INDIVIDUALS WITH HIGHEST EMOLUMENTS

Of the five individuals with highest emoluments, three (2019: three) are directors and chief executive officer whose
emoluments are disclosed in note 8 to the financial statements. The aggregate of the emoluments in respect of the other
two (2019: two) are as follows:

2020 2019

HK$’000 HK$'000

Salaries and other emoluments 3,310 2,886
Discretionary bonuses - -
Retirement scheme contributions 164 36
3,474 2922

The emoluments of the two (2019: two) individuals with the highest emoluments are within the following bands:

2020 2019
Number of Number of
individuals individuals
HK$1,000,00 | -HK$ 1,500,000 | |
HK$ 1,500,00 | -HK$2,000,000 0 |
HK$2,000,00 | -HK$2,500,000 | 0

10 LOSS PER SHARE

(a) Basic loss per share
The calculation of basic loss per share is based on the loss attributable to equity holders of the Company of
HK$288,171,000 (2019: HK$35,092,000) and the weighted average number of ordinary shares of 2,799,669,050
(2019: 2,799,669,050), in issue during the year, calculated as follows:

2020 2019
Number Number
of shares of shares
Issued ordinary shares and weighted average number
of ordinary shares at 31 December 2,799,669,050 2,799,669,050

(b) Diluted loss per share

The Company does not have any dilutive potential ordinary shares as at 31 December 2019 and 2020. Diluted loss
per share for the year ended 31 December 2019 and 2020 is the same as the basic loss per share.
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Il INVESTMENT PROPERTY, OTHER PROPERTY, PLANT AND EQUIPMENT AND RIGHT-
OF-USE ASSETS

(a) Reconciliation of carrying amount

Ownership Other
interests in properties
[and held leased for
for own use own use Machinery
carried carried Leasehold and Fumiture Motor  Construction Investment
at cost at cost Buildings improvements  equipment  and fixtures vehicles in progress Sub-total property Total

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

At | January 2019 627,155 796611 104890 215579 114607 38914 6624 22,868 957,248 50,000 2007248
Additions = 244933 = 27,105 1766 3737 - 15610 303151 = 303151
Disposals = = = (15361) (23153) (4155) @139 (373) (45,181) = (45,181)
Reclassify - - - 17348 3610 1,108 - (22066) - - -
Valuation loss on investment property = = = = = = = = = (9,000) (9,000)
Modification of right-of-use assets = @7.171) = = = = = = (37.171) = (37.171)
Exchange adjustments 4952 391 1375 2380 1726 500 (76) 187 14975 - 14975
At 31 December 2019 632,107 1,008,304 106,265 277051 108,556 40,104 4409 16226 2193022 41,000 2234012
Representing:
Cost 632,107 1,008,304 106,265 277051 108,556 40,104 4409 16226 2193022 = 2193022
Valuation 2019 - - - - - - - - - 41,000 41,000
632,107 1,008,304 106,265 277051 108,556 40,104 4409 16226 2193022 41,000 2234012
Ownership Other

interestsin  properties
land held leased for

for own use own use Machinery
carried carried Leasehold and Furniture Motor  Construction Investment
at cost at cost Buildings impr i and fixtures vehicles in progress Sub-total property Total

HKS000 HK§'000 HK§'000 HK$'000 HK§'000 HK§'000 HK§'000 HK$'000 HK§'000 HKS§'000 HK$'000

At | January 2020 632,107 1,008,304 106,265 277,051 108,556 40,104 4,409 16,226 2,193,022 41,000 2,234,022
Additions - 3,395 - 9 2919 9 462 31,154 39,132 - 39,132
Disposals - - - (3,813) (1,543) (880) (446) - (6,682) - (6,682)
Redlassify - - - - 1,297 - - (1,297) - - -
Transfer 19,353 - 1,147 - - - - - 20,500 (20,500) -
Valuation loss on investment property - - - - - - - - - (6,500) (6,500)
Modification of right-of-use assets - (128,493) - - - - - - (128,493) - (128,493)
Exchange adustments 8,914 11,615 2415 4767 34 1,002 252 943 33,395 - 33,395
At 31 December 2020 660,374 894,821 109,887 278,978 114,656 40,455 4,611 41,026 2,150,874 14,000 2,164,874
Representing:
Cost 660,374 894,821 109,887 278,978 114,656 40,455 4,611 47,026 2,150,874 - 2,150,874
Valuation 2020 - - - - - - - - - 14,000 14,000
660,374 894,821 109,887 278,978 114,656 40,455 4,611 41,026 2,150,874 14,000 2,164,874
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INVESTMENT PROPERTY, OTHER PROPERTY, PLANT AND EQUIPMENT AND RIGHT-
OF-USE ASSETS (CONTINUED)

(a) Reconciliation of carrying amount (continued)

Ownership Other
interestsin  properties
land held leased for

for own use own use Machinery

carried carried Leasehold and Furniture Motor  Construction Investment

at cost at cost Buildings improvements  equipment  and fixtures vehicles  in progress Sub-total property Total

HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
Accumulated depreciation,

amortisation and impairment losses:

At January 2019 13630 = 8770 75500 60779 7105 3209 = 178993 = 178993
Charge for the year 7989 136,799 115 3083 17875 6,103 836 - 207577 - 207577
Written back on disposals = - - (15361) (22.72%) (3727) (1:455) = (43.269) - (43269)
Exchange adjustments 418 302 890 1506 1499 ) (38) = 4919 = 4919
At 31 December 2019 0037 137,101 16812 92468 57427 1983 255 - 348220 - 348220
At | January 2020 22,037 137,101 16,812 92,468 57421 19,823 2,552 - 348,220 - 348,220
Charge for the year 1,810 128,514 1,031 30992 15,056 5,690 699 - 195,852 - 195,852
Impairment - 18,869 - 10,864 2443 1T - - 33,887 - 33,887
Modification of ight-of-use assets - (16,472) - - - - - - (16,472) - (16,472)
Witten back on disposals - - - (2,878) (1,499 (880) (446) - (5,703) - (5,703)
Exchange adjustments 1,074 11,880 1,918 VK] 3,363 885 120 - 0911 - n91l
At 31 December 2020 30,981 219,892 25,761 135,171 76,790 27,229 2,925 - 578,755 - 578,755
Net book value:
At 31 December 2020 629,393 614,929 84,126 143,801 37,866 13,226 1,752 47,026 1,572,119 14,000 1,586,119
At31 December 2019 610070 871,203 89453 184583 51129 20281 1857 16,226 1844802 41,000 1,885,802

Impairment loss

Exhibition — Hong Kong

Due to exceptional disruptions to the Group's film exhibition operations as a result of COVID-19, management

conducted an impairment review on the recoverable amount of the property, plant and equipment and right-o
assets relating to film exhibition operations based on value-in-use calculations of the film exhibition segme
Hong Kong. The calculation uses cash flow projections of the cinema related assets covering the remaining

f-use
nt in
lease

terms with a pre-tax discount rate of 4%. Impairment losses of HK$26,394,000 was recognised in “Other
operating expenses” as the recoverable amounts of the cinema related assets are lower than the fair value less

costs of disposal and value-in-use.

Club house — Mainland China

Due to exceptional disruptions to the Group's club house operations as a result of COVID-19, management

conducted an impairment review on the recoverable amount of the property, plant and equipment relating to

club

house operations based on value-in-use calculations of the club house segment in Mainland China. The calculation
uses cash flow projections of the club house assets covering the remaining lease terms with a pre-tax discount rate
of 20%. Impairment losses of HK$7,493,000 was recognised in “Other operating expenses” as the recoverable

amounts of the club house assets are lower than the fair value less costs of disposal and value-in-use.
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INVESTMENT PROPERTY, OTHER PROPERTY, PLANT AND EQUIPMENT AND RIGHT-
OF-USE ASSETS (CONTINUED)

(b) Fair value measurement of properties

(i)

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 | valuations: Fair value measured using only Level | 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 |, 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 2020 categorised into
2020 Level | Level 2 Level 3
HK$’000 HK$’000 HK$°000 HK$’000
Recurring fair value measurement
Investment property:
— Commercial — Hong Kong
— long lease 14,000 - 14,000 -
Fair value at Fair value measurements as at
31 December 31 December 2019 categorised into
2019 Level | Level 2 Level 3
HK$'000 HK$'000 HK$'000 HK$'000
Recurring fair value measurement
Investment property:
— Commercial — Hong Kong
— long lease 41,000 = 41,000 =

During the year ended 3| December 2020, there were no transfers between Level | and Level 2 or
transfers into or out of Level 3 (2019: 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 3| December 2020. The valuation was carried out by
an independent firm of surveyors, Asset Appraisal Limited, who have among their staff Fellows of the Hong
Kong Institute of Surveyors 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.
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Il INVESTMENT PROPERTY, OTHER PROPERTY, PLANT AND EQUIPMENT AND RIGHT-
OF-USE ASSETS (CONTINUED)
(b) Fair value measurement of properties (continued)
(ii)  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.

Fair value adjustment of investment property is included in *valuation loss on investment property” in the
consolidated income statement.

(c) Right-of-use assets

The analysis of the net book value of right-of-use assets by class of underlying asset is as follows:

2020 2019
Note HK$’000 HK$'000
Ownership interests in leasehold land held for own use,
carried at depreciated cost ()
In Hong Kong
— long leases 138,572 120,352
Outside Hong Kong
— long leases 490,821 489,718
629,393 610,070
Other properties leased for own use, carried
at depreciated cost (i) 614,929 871,203
1,244,322 1,481,273
The analysis of expense items in relation to leases recognised in profit or loss is as follows:
2020 2019
HK$’000 HK$'000
Depreciation charge of right-of-use assets by class of underlying asset:
Ownership interests in leasehold land held for own use 7,870 7,989
Other properties leased for own use 128,514 136,799
136,384 144,788
2020 2019
HK$’000 HK$'000
Interest on lease liabilities (note 6(a)) 33,173 34,760
Expense relating to short-term leases and other leases with remaining
lease term ending on or before 31 December 743 3,495
Variable lease payments not included in the measurement
of lease liabilities (note 6(c)) 859 11,520
COVID-9-related rent concessions received (note 5(a)) 49,849 —
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INVESTMENT PROPERTY, OTHER PROPERTY, PLANT AND EQUIPMENT AND RIGHT-
OF-USE ASSETS (CONTINUED)

(c) Right-of-use assets (continued)

During the year ended 31 December 2020, additions to right-of-use assets were HK$3,395,000 (2019:
HK$244,933,000) which is primarily related to the capitalised lease payments payable under new tenancy
agreements.

Details of total cash outflow for leases and the maturity analysis of lease liabilities are set out in notes 19(c) and 22,
respectively.

As disclosed in note 2(c), the Group has early adopted the Amendment to HKFRS 16, Covid-19-Related Rent
Concessions, and applies the practical expedient introduced by the amendment to all eligible rent concessions
received by the Group during the year. Further details are disclosed in (ii) below.

(i)  Ownership interests in leasehold land held for own use

The Group holds interests in several leasehold land for its business. The Group is the registered owner of
these property interests, including the whole or part of undivided share in the underlying land. Lump sum
payments were made upfront to acquire these property interests from their previous registered owners, and
there are no ongoing payments to be made under the terms of the land lease, other than payments based
on rateable values set by the relevant government authorities. These payments vary from time to time and
are payable to the relevant government authorities.

(ii)  Properties leased for own use

The Group has obtained the right to use properties as its office premises and cinemas through tenancy
agreements. The leases typically run for an initial period of | to || years.

Some leases include an option to renew the lease for an additional period after the end of the contract term.
Where practicable, the Group seeks to include such extension options exercisable by the Group to provide
operational flexibility. The Group assesses at lease commencement date whether it is reasonably certain to
exercise the extension options. If the Group is not reasonably certain to exercise the extension options, the
future lease payments during the extension periods are not included in the measurement of lease liabilities.
The potential exposure to these future lease payments is summarised below:

2020
Potential future
lease payments
under extension
options not
Lease liabilities included in
Right-of-use recognised lease liabilities
assets (discounted)  (undiscounted)
HK$’000 HK$’000 HK$’000
Offices — Hong Kong 3,659 4,076 -
Cinemas — Hong Kong 128,582 156,162 -
Club house — Mainland China 2,304 - -
Offices — Mainland China 11,756 18 -
Offices — Singapore 7,203 7,801 -
Cinemas — Singapore 461,425 500,834 -
614,929 668,891 -
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Il INVESTMENT PROPERTY, OTHER PROPERTY, PLANT AND EQUIPMENT AND RIGHT-
OF-USE ASSETS (CONTINUED)
(c) Right-of-use assets (continued)

(ii)  Properties leased for own use (continued)

2019
Potential future
lease payments
under extension
options not
Lease liabilities included in
Right-of-use recognised lease liabilities
assets (discounted) (undiscounted)
HK$'000 HK$'000 HK$'000
Offices — Hong Kong 6,354 6,971 =
Cinemas — Hong Kong 186,979 201,450 -
Offices — Japan 17 108 -
Club house — Mainland China 123,605 131,396 -
Offices — Mainland China 22,209 [15 —
Offices — Singapore 9,021 9,534 —
Cinemas — Singapore 522918 553,149 =
871,203 902,723 -

The Group leased a number of cinemas which contain variable lease payment terms that are based on sales
generated from the cinemas and minimum annual lease payment terms that are fixed. These payment terms
are common in cinemas in countries where the Group operates. During the year ended 31 December 2020,
the Group received rent concessions in the form of a discount on fixed payments during the period of
severe social distancing and travel restriction measures introduced to contain the spread of COVID-19. The
amount of fixed and variable lease payments for the year is summarised below:

2020
COVID-19
Fixed Variable rent Total
payments payments concessions payments
HK$’000 HK$’000 HK$’000 HK$°000
Cinemas — Hong Kong 50,080 22 (11,728) 38,374
Club House — Mainland China 12,585 - (5,440) 7,145
Cinemas — Singapore 82,299 837 (32,682) 50,454
2019
Fixed Variable Total
payments payments payments
HK$'000 HK$'000 HK$'000
Cinemas — Hong Kong 41,215 4,700 45915
Club House — Mainland China 4,428 - 4,428
Cinemas — Singapore 83,249 6,820 90,069

(d) Investment property

The Group leases out investment property under operating leases. No future minimum lease payments under non-
cancellable operating leases are receivable as at 3|1 December 2020.
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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:

Name of company

FREXRBAFARFEERAR"

Gala Film Distribution Limited

Golden Harvest Cinemas Holding Limited

Golden Harvest Entertainment
International Limited

Golden Harvest Films Distribution
Holding Limited

Golden Harvest (Marks) Limited

Golden Harvest Treasury Limited

Golden Screen Limited
Golden Sky Pacific Limited
M Cinemas Company Limited

Orange Sky Golden Harvest
Entertainment Company Limited

Orange Sky Golden Harvest Motion
Pictures Company Limited

Panasia Films Limited

Panasia Cinema Advertising Limited

Place of

incorporation/
establishment
and operation

PRC

Hong Kong

British Virgin Islands

British Virgin Islands

British Virgin Islands

British Virgin Islands

British Virgin Islands

Hong Kong
Hong Kong
Hong Kong

Hong Kong

Hong Kong

Hong Kong

Hong Kong

Particulars of issued
and paid up capital

Registered capital
RMB3,000,000

49990,000 shares and
10,000 non-voting
deferred shares

| share of US$|

1,000 shares of US$| each

| share of US$I

| share of US$|

| share of USS$|

8,750,000 shares
2 shares
7,000,000 shares

100 shares

94,000,000 shares

23,000 shares

10,000 shares

Group’s
effective
interest

100%

100%

100%

100%

100%

100%

100%

100%
100%
100%

100%

100%

100%

100%

&

Principal activities

Investment, production and
distribution of motion
pictures and acts as an
advertising agent

Distribution of motion pictures

Investment holding

Investment holding

Investment holding

Holding of trademarks

Provision of finance to
group companies

Investment holding

Investment holding

Theatre operation

Investment holding

Film production and
investment holding

Distribution of motion pictures
and its related audio visual
products and acts as an

advertising agent

Advertising agent
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12 INTERESTS IN SUBSIDIARIES (CONTINUED)

Place of
incorporation/ Group’s
establishment Particulars of issued effective
Name of company and operation and paid up capital interest  Principal activities
Shanghai Golden Harvest Media PRC Registered capital US$500,000 100%  Distribution of motion pictures
Management Company Limited” *
Dartina Development Limited Hong Kong 31,200,082 shares 100%  Investment holding
Golden Village Muttiplex Pte Limited Singapore 8,000,000 shares of S$! each 100%  Theatre operation
Golden Village Pictures Pte Limited Singapore 8,000,000 shares of S$! each 100%  Distribution of motion pictures
BRBEIGER) XL BR AR PRC Registered capital RMB100,000 100%  Dining and recreational
facilities
Golden Properties (Pacific) Limited British Virgin Islands | share of US$| 100%  Property holding

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

A

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

AN

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

13 INTEREST IN A JOINT VENTURE

2020 2019
HK$’000 HK$'000
Share of net assets 103,540 133,243

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 3571% - 3571%  Theatre operation and
Co.ltd.* NTDI0 each investment holding
# The joint venture in which the Group participates, which is accounted for using the equity method in the consolidated financial

statements, is an unlisted corporate entity whose quoted market price is not available.
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INTEREST IN A JOINT VENTURE (CONTINUED)

Summarised financial information of 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:

Vie Show Cinemas Co. Ltd.”

2020 2019

HK$’000 HK$'000
Gross amounts of the joint venture:
Current assets 661,131 269,171
Non-current assets 3,478,942 3,555,668
Current liabilities (970,398) (608,566)
Non-current liabilities (2,879,728) (2,843,148)
Equity 289,947 373,125
Included in the above assets and liabilities:
Cash and cash equivalents 608,712 219,129
Current financial liabilities (excluding trade and other payables and provisions) - =
Non-current financial liabilities (excluding trade and other payables and provisions) 42,300 43,565
Revenue 789,457 1,301,389
(Loss)/profit from continuing operations (108,843) 68,762
Other comprehensive income - —
Total comprehensive income (108,843) 68,762
Dividends from the joint venture - 89,511

Vie Show Cinemas Co. Ltd.”

2020 2019
HK$’000 HK$'000
Included in the above profits:
Depreciation and amortisation 393,285 329,996
Interest income 195 276
Interest expense 44,621 22,836
Income tax expense 30,037 18,194
Reconciled to the Group’s interests in the joint venture
Gross amounts of the joint venture's net assets 289,947 373,125
Group's effective interest 35.71% 35.71%
Group's share of the joint venture's net assets 103,540 133,243
Carrying amount in the consolidated financial statements 103,540 133,243

# 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.
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INTANGIBLE ASSETS
Customer Club
Trademarks relationships  memberships Total
HK$’000 HK$’000 HK$’000 HK$’000
Cost:
At | January 2020 519,804 7,407 1,890 529,101
Exchange adjustments 6,840 - - 6,840
At 31 December 2020 526,644 7,407 1,890 535,941
Accumulated amortisation:
At | January 2020 - 3,704 - 3,704
Charge for the year - 1,481 - 1,481
At 31 December 2020 - 5,185 - 5,185
Net book value:
At 3| December 2020 526,644 2,222 1,890 530,756
Customer Club
Trademarks relationships memberships Total
HK$'000 HK$'000 HK$'000 HK$'000
Cost:
At | January 2019 516,004 7,407 1,890 525,301
Exchange adjustments 3,800 = = 3,800
At 3| December 2019 519,804 7,407 1,890 529,101
Accumulated amortisation:
At | January 2019 - 27222 - 2,222
Charge for the year — | 482 — [,482
At 3| December 2019 - 3,704 - 3,704
Net book value:
At 31 December 2019 519,804 3,703 1,890 525,397

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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14

INTANGIBLE ASSETS (CONTINUED)

Notes:

0

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:
(@)  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 2020, the directors carried out an assessment of the recoverable amounts of trademarks with the assistance of
independent professional valuers. Based on their review, the recoverable amounts of trademarks exceeded their carrying amounts
and therefore no impairment was recognised.

(i) 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.
GOODWILL
2020 2019
HK$’000 HK$'000
Cost:
At | January 712,007 707,034
Exchange adjustments 8,952 4973
At 3| December 720,959 712,007
Accumulated impairment losses:
At | January 50,425 50,425
Impairment losses 37,416 -
At 31 December 87,841 50,425
Carrying amount
At 31 December 633,118 661,582
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Impairment tests for cash-generating units containing goodwill

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

2019

HK$'000

Distribution and production — Mainland China 23,233
Exhibition and distribution — Singapore 574927
Exhibition — Hong Kong 63,422
661,582

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 five years and a pre-tax discount
rate of 20% (2019: 20%), which reflects specific risks relating to the Group's Mainland China segment.

The impairment loss of HK$23,233,000 recognised in “Other operating expenses’ during the year solely relates to the
Group's distribution and production activities based in Mainland China.

Exhibition and distribution — Singapore

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 15% (2019: 13%), which reflects specific risks relating to the Group's Singapore segment. Cash flows beyond the
five-year period are extrapolated using an estimated growth rate of 2% (2019: 2%), which do not exceed the long-term
average growth rates for the business in which the CGU operates.

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

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% (2019: 11%), which reflects specific risks relating to the Group’s Hong Kong segment. Cash flows beyond the
five-year period are extrapolated using an estimated growth rate of 2% (2019: 2%), which do not exceed the long-term
average growth rates for the business in which the CGU operates.

The impairment loss of HK$ 14,183,000 recognised in “Other operating expenses’ during the year solely relates to the
Group'’s exhibition activities based in Hong Kong. As the CGU has been reduced to its recoverable amount of
HK$49,239,000, any adverse change in the assumptions used in the calculations of recoverable amount would result in
further impairment losses.

Inventories are carried at cost of HK$3,513,000 at 31 December 2020 (2019: HK$3,966,000) which comprised largely
food and beverages for resale.

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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17 FILM RIGHTS

2020 2019
HK$’000 HK$'000
Film rights — completed 18,857 20,346
Film production in progress, at cost 27,860 18,276
46,717 38,622
Cost:
At | January 397,651 410,995
Additions 9,381 10,754
Disposals (42,894) =
Expiry (7,562) (20,782)
Exchange adjustments 17,000 (3316)
At 31 December 373,576 397,651
Accumulated amortisation and impairment:
At | January 359,029 376,127
Amortisation 1,811 5,886
Disposal (42,894) -
Impairment 593 805
Expiry (7,562) (20,782)
Exchange adjustments 15,882 (3,007)
At 31 December 326,859 359,029
Net book value:
At 31 December 46,717 38,622

Film rights represent films, television drama series and self-produced programmes.
Film production in progress represents films under production.

In accordance with note 2(k) of the Group's accounting policies, the Group performed impairment tests at 3| December
2020 and 2019 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$593,000 (2019: HK$805,000) for film rights was recognised for the year ended 31
December 2020.
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18 RECEIVABLES, DEPOSITS AND PREPAYMENTS
(a) Trade receivables

2020 2019

HK$’000 HK$'000

Trade receivables 13,475 65516
Less: Loss allowance 17 (117)
13,358 65,399

(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 loss allowance, is as follows:

2020 2019

HK$’000 HK$'000

Within | month 7,123 41,041
Over | month but within 2 months 1,454 | 1,654
Over 2 months but within 3 months 1,662 9,104
Over 3 months 3,119 3,600
13,358 65,399

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 25(a) to the financial statements.

At 3| December 2020, trade receivables of the Group included amount of HK$NIl (2019: HK$30,000) due
from a related company and amount of HK$ 1,000 (2019: HK$9,738,000) due from a joint venture, which
are unsecured, interest-free and recoverable within one year.

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

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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19 DEPOSITS AND CASH
(a) Deposits and cash comprise:

2020 2019

HK$’000 HK$'000

Deposits at banks 294,307 726,990
Cash at bank and in hand 759,089 478,270
1,053,396 1,205,260

Less: Pledged deposits (67,850) (137,000)
Cash and cash equivalents in consolidated statement of cash flows 985,546 1,068,260

As at 31 December 2020, deposits and cash placed with banks in Mainland China amounted to HK$ 143,354,000
(2019: HK$224,752,000). 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.

(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.

Bank loans

and other Lease
borrowings liabilities Total
HK$’000 HK$’000 HK$’000
(Note 20) (Note 22)
At | January 2020 1,057,065 902,723 1,959,788
Changes from financing cash flows:
Proceeds from new bank loans 1,246,000 - 1,246,000
Repayment of bank loans (1,087,935) - (1,087,935)
Capital element of lease rentals paid - (70,673) (70,673)
Interest element of lease rentals paid - (33,173) (33,173)
Total changes from financing cash flows 158,065 (103,846) 54,219
Exchange adjustments 8,636 6,548 15,184
Other changes:
Increase in lease liabilities from entering into
new leases during the year - 3,395 3,395
COVID-|9-related rent concessions received
(note 11(c)) - (49,849) (49,849)
Interest expenses (note 6(a)) - 33,173 33,173
Lease modifications - (123,253) (123,253)
Other ancillary borrowing costs (17,647) - (17,647)
Total other changes (17,647) (136,534) (154,181)
At 3|1 December 2020 1,206,119 668,891 1,875,010
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19 DEPOSITS AND CASH (CONTINUED)
(b) Reconciliation of liabilities arising from financing activities (continued)

Bank loans
and other Lease
borrowings liabilities Total
HK$'000 HK$'000 HK$'000
(Note 20) (Note 22)
At | January 2019 1,299,348 816,756 2,116,104
Changes from financing cash flows:
Repayment of bank loans (251,386) = (251,386)
Capital element of lease rentals paid - (93,250) (93,250)
Interest element of lease rentals paid - (34,760) (34,760)
Total changes from financing cash flows (251,386) (128,010) (379,396)
Exchange adjustments 3,439 655 4,094
Other changes:
Increase in lease liabilities from entering into
new leases during the year = | 78,562 | 78,562
Interest expenses (note 6(a)) = 34,760 34,760
Other ancillary borrowing costs 5,664 = 5,664
Total other changes 5,664 213,322 218986
At 31 December 2019 1,057,065 902,723 1,959,788
(c) Total cash outflow for leases
Amounts included in the consolidated statement of cash flows for leases comprise the following:
2020 2019
HK$’000 HK$'000
Within operating cash flows 743 3,495
Within financing cash flows 103,846 128,010
104,589 131,505
These amounts relate to the following:
2020 2019
HK$’000 HK$'000
Lease rentals paid 104,589 31,505

| 40 ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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20 BANKLOANS

(@

(®)

©

©)

At 31 December 2020, the bank loans were repayable as follows:

2020 2019
HK$’000 HK$'000
Within | year or on demand 148,176 251,158
After | year but within 2 years 165,221 757,738
After 2 years but within 5 years 892,722 12,845
After 5 years - 35,324
1,057,943 805,907
1,206,119 1,057,065

Bank loans
— Secured 1,206,119 1,027,065
— Unsecured - 30,000
1,206,119 1,057,065

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 2020, the bank loans were secured by:

(i)  an office property of a subsidiary located in Hong Kong (2019: one);

(i) two properties of a subsidiary located in Singapore (2019: two);

(i) deposits of subsidiaries of HK$50,000,000 (2019: HK$137,000,000); and

(iv)  equity interests in its eleven subsidiaries of the Company (2019: four subsidiaries).

At 31 December 2020, bank loans of HK$1,206,1 19,000 (2019: HK$1,057,065,000) were guaranteed by corporate
guarantees from the Company and its 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 25(b) to the financial statements. As at 3|1 December 2020, the Group has
breached certain financial covenants under the Group’s banking facilities, while the Group has obtained a waiver on
these financial covenants from the banks.
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21 TRADE AND OTHER PAYABLES, ACCRUED CHARGES AND DEFERRED REVENUE

(a) Trade payables

The ageing analysis of trade payables, based on the invoice date, as of the end of the reporting period:

2020 2019

HK$’000 HK$'000

Within 3 months 40,463 89,838
4 to 6 months 1,479 2,565
7 to 12 months 212 2,841
Over | year 11,539 10,876
53,693 106,120

At 31 December 2020, trade payables of the Group included the amounts totalling HK$Nil (2019: HK$416,000)
due to related companies which were unsecured, interest-free and repayable on demand.

(b) Al 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 contract liabilities arising from billings in advance and customers’ advances. All of the

deferred revenue is expected to be recognised as income within one year.

Movements in contract liabilities

2020 2019
HK$’000 HK$'000
Balance at | January 66,552 56,591
Decrease in contract liabilities as a result of recognising revenue
during the year that was included in the contract liabilities
at the beginning of the year (26,793) (39,901)
Increase in contract liabilities as a result of receiving billings in advance and
customers’ advances during the year 1,721 49,392
Exchange adjustments 936 470
Balance at 31 December 48,416 66,552

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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22

23

LEASE LIABILITIES

At 31 December 2020, the lease liabilities were repayable as follows:

2020 2019

HK$’000 HK$'000

Within | year 100,328 112,226
After | year but within 2 years 89,073 109,176
After 2 years but within 5 years 281,683 288,778
After 5 years 197,807 392,543
568,563 790,497

668,891 902,723

INCOME TAX IN THE CONSOLIDATED STATEMENT OF FINANCIAL POSITION

(a) Current taxation in the consolidated statement of financial position represents:

2020 2019
HK$’000 HK$'000
Provision for taxation for the year 1,322 34,460
Tax paid during the year (23,542) (33,768)
Balance of tax provision relating to prior years 31,541 30,512
9,321 31,204
(b) Deferred tax assets and liabilities recognised:
2020 2019
HK$’000 HK$'000
Net deferred tax assets recognised in the consolidated statement

of financial position - 4,824

Net deferred tax liabilities recognised in the consolidated statement
of financial position (162,859) (176,931)
(162,859) (172,107)
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23 INCOME TAXIN THE CONSOLIDATED STATEMENT OF FINANCIAL POSITION

(CONTINUED)

(b) Deferred tax assets and liabilities recognised: (continued)

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  allowancesin  Depreciation assets  Withholding
arising from excess of chargeof  acquired in tax on
business related  right-of-use business  unremitted
Tax losses combinations  depreciation asset  combinations earnings Total
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
Deferred tax arising from:
At | January 2020 - 68,255 23,839 (4,824) 74,678 10,159 172,107
Exchange adjustments (175) 1,018 183 (32) 1,162 - 2,156
(Credited)/charged to profit
or loss (note 7(a)) (4,480) (1,160) (4,965) 1,648 - (2,447) (11,404)
At 31 December 2020 (4,655) 68,113 19,057 (3,208) 15,840 1,112 162,859
At I January 2019 = 68840 20930 = 74032 9,58 173383
Exchange adjustments = 595 297 (10) 646 = 528
(Credited)/charged to profit
or loss (note 7(a)) = (1,180) 2612 (4814) = 578 (2804)
At 31 December 2019 = 68,255 23839 (4824) 74678 10,159 172,107

(c) Deferred tax assets not recognised

At 31 December 2020, the Group has not recognised deferred tax assets in respect of accumulated tax losses of
approximately HK$703,804,000 (2019: HK$644,968,000) 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$27,052,000 (2019: HK$4,274,000) which can
only be carried forward for five years under the laws of the relevant jurisdiction.

(d) Deferred tax liabilities not recognised

At 31 December 2020, temporary differences relating to the undistributed profits of subsidiaries amounted to
HK$NIl (2019: HK$NIl). Deferred tax liabilities of HK$Nil (2019: HK$NIl) 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.

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED

ANNUAL REPORT 2020



Notes to the Financial Statements

(a) Share capital

2019
No. of shares Amount
HK$'000
Authorised:
Ordinary shares of HK$0.10 each 6,000,000,000 600,000
Ordinary shares, issued and fully paid:
At | January and 31 December 2,799,669,050 279967

(i)

Share option scheme
Equity-settled share-based transactions

The old share option scheme (the “Old Scheme”) was initially valid and effective from I'| November 2009
and has expired on 10 November 2019. Pursuant to an ordinary resolution of the Company passed on |9
June 2020, the Company adopted a new share option scheme (the “New Scheme"). The purpose of the
New Scheme was to enable 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 New Share Option 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 |9 June 2020 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$| 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 |0 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; (i) 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.

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 19 June 2020. 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 |2-month period, is limited to % 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.
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24 CAPITAL AND RESERVES (CONTINUED)
(@) Share capital (continued)

(i)

(ii)

Share option scheme (continued)
Equity-settled share-based transactions (continued)

Share options do not confer rights on the holders to dividends or to vote at shareholders’ meetings.

There were no share options issued to the Directors, chief executive and other employees of the Group
during the year ended 31 December 2020. 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.

Dividends

The directors do not recommend the payment of final dividend for the year ended 31 December 2020
(2019: Nil).

(b) Reserves

(i)

(ii)

The Group

Details of the movements in reserves of the Group during the years ended 3| December 2020 and 2019
are set out in the consolidated statement of changes in equity.

The Company

Capital
Share redemption Contributed Retained
premium reserve surplus profits Total

HK$’000 HK$’000 HK$°000 HK$’000 HK$’000

At | January 2020 171,749 15,886 271,644 17,793 1,077,072

Changes in reserves for 2020:

Loss for the year - - - (2,375) (2,375)
At 31 December 2020 171,749 15,886 271,644 15,418 1,074,697
Capital
Share  redemption  Contnbuted Retained
premium reserve surplus profits Total

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

At | January 2019 771,749 15,886 271,644 20,589 1,079,868
Changes in reserves for 2019:

Loss for the year = = = (2.7%) (2,796)

At 31 December 2019 771,749 15,886 271,644 17,793 1,077,072

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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(c) Nature and purpose of reserves

(d)

(i)

(ii)

(iii)

(iv)

v)

(vi)

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(r)(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 (i) 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 and joint ventures. The reserve is dealt with in accordance with the
accounting policy set out in note 2(v).

Distributability of reserves

At 31 December 2020, the aggregate amount of reserves available for distribution to equity holders of the
Company representing the retained profits, amounted to HK$ 15,418,000 (2019: HK$17,793,000). In addition, the
Company’s share premium account, contributed surplus, and capital redemption reserve in an aggregate amount of
HK$1,059,279,000 (2019: HK$1,059,279,000), as at 31 December 2020 may be distributed to shareholders in
certain circumstance as prescribed by Section 54 of the Companies Act 1981 of Bermuda.
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24 CAPITAL AND RESERVES (CONTINUED)
(e) 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 retumns 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 lease liabilities.

The Group’s adjusted net debt-to-capital ratio at 31 December 2020 and 2019 was as follows:

2020 2019
Note HK$’000 HK$'000
Current liabilities:

Bank loans 148,176 251,158
Lease liabilities 100,328 112,226
248,504 363,384

Non-current liabilities:
Bank loans 1,057,943 805,907
Lease liabilities 568,563 790,497
Total debt 1,875,010 1,959,788
Less: Cash and cash equivalents 19 (985,546) (1,068,260)
Adjusted net debt 889,464 891,528
Total equity 1,882,735 2,155,933
Adjusted net debt-to-capital ratio 47% 41%

| 48 ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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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) Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in a financial loss
to the Group. The Group's credit risk is primarily attributable to trade and other receivables, pledged deposits and
deposits and cash.

In respect of pledged bank deposits and deposits and cash, the Group only places deposits with major financial
institutions in Hong Kong, Singapore and the Mainland China.

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 loss 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 measures loss allowances for trade receivables at an amount equal to lifetime ECLs, which is calculated
using a provision matrix. As the Group’s historical credit loss experience does not indicate significantly different loss
patterns for different customer segments, the loss allowance based on past due status is not further distinguished
between the Group’s different customer bases. The allowance for expected credit losses is insignificant.

(b) 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 3| December 2020

Total More than More than

contractual Within | year but 2 years but
Carrying undiscounted | 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 53,693 53,693 53,693 - - -
Other payables and accrued charges 122,238 122,238 122,238 - - -
Lease liabilities 668,891 762,381 123,199 108,536 319,413 211,233
Bank loans 1,206,119 1,246,782 167,404 181,856 897,522 -

2,050,941 2,185,094 466,534 290,392 1,216,935 211,233

ERFERIREE (%)Egﬁzﬁﬁo | 49
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FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(b) Liquidity risk (continued)

C)

As at 31 December 2019

Total More than More than

contractual Within | year but 2 years but
Carrying  undiscounted | 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 106,120 106,120 106,120 - - -
Other payables and accrued charges 225,627 225627 225,627 - - -
Lease liabilities 902,723 1,081,934 145,58 138595 354,835 442923
Bank loans 1,057,065 1,093,875 279,820 759,403 15832 38820
2,291,535 2507556 757,148 897,998 370,667 481,743

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.

(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

2020 2019

Singapore Singapore
Renminbi dollars Renminbi dollars
’000 ’000 '000 '000

Other receivables,
deposits and prepayments 40 - 40 -
Deposits and cash 84,397 27,928 15,552 3,384
Other payables and accrued charges (217) - (218) —
Deferred revenue - - (170) =
Intercompany balance 280,211 - 280,211 =
Bank loans - (38,253) - (52,000)
Net exposure to currency risk 364,431 (10,325) 295415 (48,616)

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(c) Currency risk (continued)

(d)

(i)

Sensitivity analysis

The following table indicates the instantaneous change in the Group's 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:

2020 2019
Decrease/ Decrease/
(increase) (increase) in
in loss after loss after
Increase/ taxation and Increase/ taxation and
(decrease) increase/ (decrease) increase/
in foreign (decrease) in foreign (decrease)
exchange in retained exchange in retained
rates earnings rates earnings
HK$’000 HK$'000
Renminbi 5% 18,106 5% 13,814
(5)% (18,106) (5)% (13,814)
Singapore dollars 5% (2,530) 5% (11,732)
(5)% 2,530 (5)% 1,732

Results of the analysis in the above table present an aggregation of the instantaneous effects on each of the
Group entities’ profit after taxation and equity measured in the respective functional currencies and shown in
original currencies.

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 2019.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates. 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.

BRERRLY (£E) BRAA
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FINANCIAL RISK MANAGEMENT AND FAIR VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(d)

Interest rate risk (continued)

(i)

(ii)

Interest rate profile

The following table details the interest rate profile of the Group's borrowings at the end of the reporting

period:
2020

Effective rate
% HK$’000

Fixed rate borrowings:

2019
Effective rate
% HK$'000

Lease liabilities 2.38%-5.64% 668,891 2.38%5.64% 902,723
Variable rate borrowings:
Bank loans (note 20) 1.10%-2.80% 1,206,119 2.389%4.52% 1,057,065

Sensitivity analysis

At 31 December 2020, it is estimated that a general increase/decrease of 1% in interest rates, with all other
variables held constant, would have increased/decreased the Group’s loss after taxation and decreased/
increased the Group's total equity by approximately HK$10,017,000 (2019: HK$8,826,000).

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 19 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 2019.

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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28

COMMITMENTS
Capital commitments outstanding not provided for in the financial statements

As at 31 December 2020 and 2019, the Group's share of the joint venture's own capital commitments in respect of the
acquisition of property, plant and equipment are as follows:

2020 2019
HK$’000 HK$'000

Contracted for:
Taiwan 4,998 5,407

In addition to the Group's share of the joint venture's own capital commitments above, the Group had the following
capital commitments in respect of the acquisition of property, plant and equipment as at 3| December 2020 and 2019:

2020 2019
HK$’000 HK$'000

Contracted for:
Mainland China 539,569 32,436

CONTINGENT LIABILITIES

At 31 December 2020, the Company has issued guarantees to banks in respect of banking facilities granted to certain
subsidiaries amounting to HK$1,808,730,000 (2019: HK$1,071,773,000). At 31 December 2020, banking facilities of
HK$1,223,930,000 (2019: HK$1,061,773,000) had been utilised by the subsidiaries.

At 31 December 2020, 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.

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.

2020 2019
Note HK$’000 HK$'000
Lease prepayments (i) - 37,267

Note:

R

) This represents the prepayments of rental payments and management fees for the leases as set out in the Company’s
announcement dated 29 January 2019. The lease payments were charged on normal commercial terms.

The transactions shown in note (i) above with related companies constitute continuing connected transactions as defined
in chapter [4A 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.
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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 a consideration of RMB3.286 billion (the
“Disposal”). Orange Sky Golden Harvest Cinema (China) Company Limited, the entity operating the Group's film
exhibition business in Mainland China, was owned as to 92.59% by CECL and 7.41% by Jiaxing Credit Prosperity
Investment Enterprise (Limited Partnership). 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””). In 2018, the completion accounts were circulated among the Group and Nan Hai Corporation Limited
("Nan Hai", the holding company and guarantor of True Vision). However, 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 lease renewal or negotiation of 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. The amount of refund,
if any, is yet to be agreed between the two parties up to the date of approval of these financial statements.

In 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 refund, if any, determined based on the results of lease renewal or negotiation of
new leases of certain cinema premises, which are subject to further negotiations and agreement between the Group and
Nan Hai. The directors assessed that the fair value of the consideration for the Disposal, based on the then latest available
information, to be RMB2.990 billion, being the cash consideration received by the Group, which was used to determine
the profit on the Disposal. Any difference between the final consideration received and the fair value of the consideration
as assessed by the directors will result in adjustment to the gain on disposal of subsidiaries and will be recognised in profit
or loss upon finalisation of the consideration.

Pursuant to the completion accounts of the disposal group, Giant Harvest calculated the remaining consideration for the
Disposal to be RMB252,207,249 (equivalent to US$37,383,975). As True Vision did not execute the joint written
instructions to the escrow agent for settlement of the remaining consideration to the Group while Nan Hai, the guarantor
of True Vision, failed to perform such payment obligation, the Group commenced legal proceedings against True Vision
and Nan Hai in September 2018 claiming a sum of US$37,384,000, being the remaining consideration for the Disposal,
and seeking other remedies, including interest and costs.

Subsequently, Nan Hai made various allegations against the Company and Giant Harvest and counter-claimed for the loss
arising from the breach of Sale and Purchase Agreement by Giant Harvest. In October and November 2018, Nan Hai
issued writs of summons against the Company and Giant Harvest claiming amounts of RMB380,000,000 and
RMB82,146,000 respectively and other remedies, including interest and costs (the “Said Claims”).

The directors of the Company disagree with the Said Claims made by Nan Hai. Further details of the legal proceedings
are set out in the Company's announcements dated 4 September 2018, |0 September 2018, 2 November 2018 and 9
November 2018.

Based on the available evidence and the advice received from the Company'’s legal advisor as at 31 December 2020, the
directors of the Company have assessed the likelihood of the Group incurring a liability as a result of the Said Claims as
remote. No provision has therefore been made in respect of the Said Claims as at 31 December 2020. In view of the
ongoing legal proceedings, the Group has not recognised the remaining consideration claimed against True Vision and
Nan Hai of RMB252,207,000 referred to above.

ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED
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Note 25 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

(i)

(ii)

(iii)

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 goodwill

The Group has performed an impairment test for goodwill in accordance with the accounting policy stated in note
2(k)(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.
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ORANGE SKY GOLDEN HARVEST ENTERTAINMENT (HOLDINGS) LIMITED

COMPANY-LEVEL STATEMENT OF FINANCIAL POSITION

2020 2019

Note HK$’000 HK$'000
Non-current assets
Wi etk . 1,355,670 1,357,535
Current assets
Prepayments 481 478
Deposits and cash 162 |64
_______________________________________________________________________________________ 643 I
Current liabilities
Payables and accrued charges 1,649 [,138
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 1,649 138
Net current liabilitles . (1o0e &9
NET ASSETS 1,354,664 1,357,039
CAPITAL AND RESERVES 24(b)(ii)
Share capital 279,967 279967
Reserves 1,074,697 [,077,072
TOTAL EQUITY 1,354,664 1,357,039

ANNUAL REPORT 2020
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33

EVENTS AFTER THE REPORTING PERIOD

The COVID-19 pandemic since early 2020 has brought about additional uncertainties in the Group’s operating
environment and has impacted the Group’s operations and financial position.

With the fourth wave of COVID-19 outbreak in Hong Kong since November 2020, the government has tightened the
social distancing measures including temporary closure of all cinemas in Hong Kong starting from 2 December 2020 until
|7 February 2021.

The Group will continue to pay close attention of the development of the COVID-19 outbreak, evaluate and proactively
respond to its impact of the Group's financial position and operating results.

POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR THE YEAR ENDED 3| DECEMBER 2020

Up to the date of issue of these financial statements, the HKICPA has issued a number of amendments and a new
standard, HKFRS |7, Insurance contracts, which are not yet effective for the year ended 31 December 2020 and which
have not been adopted in these financial statements. These developments include the following which may be relevant to
the Group.

Effective for
accounting periods
beginning on or after

Amendments to HKFRS 3, Reference to the Conceptual Framework | January 2022
Amendments to HKAS 16, Property, Plant and Equibment: Proceeds before Intended Use | January 2022
Amendments to HKAS 37, Onerous Contracts — Cost of Fulfilling a Contract | January 2022
Annual Improvements to HKFRSs 2018-2020 Cycle | January 2022

The Group is in the process of making an assessment of what the impact of these developments is expected to be in the
period of initial application. So far it has concluded that the adoption of them is unlikely to have a significant impact on the
consolidated financial statements.
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