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CHAIRMAN’S STATEMENT

Dear shareholders,

On behalf of the board (“Board”) of directors (the “Directors”) of
Starlight Culture Entertainment Group Limited (the “Company”),
together with its subsidiaries (the “Group”), | present herewith
to the shareholders of the Group the annual report and audited
consolidated results of the Group for the year ended 31
December 2022.

RESULTS OF THE YEAR

In recent years, the media business of the Group has been
affected by the COVID-19 pandemic which has spread all over
the world in the year of 2019. Delays in distribution, settlement
as well as receipt of income of TV drama and film investments of
the Company significantly and negatively affected the operating
results regarding these investments, which has been reducing
the amount of revenue and gross profit recognized for a few
years. The slow-down of business activities and postponement
of some of the film and TV drama projects developed by the
Group in prior years have impacted on the financial results of the
Group.

Revenue and gross profit from its media and culture business
for the year of 2022 was approximately HK$60.2 million and
HK$4.0 million respectively (2021: restated as revenue of
approximately HK$199.4 million and gross loss of approximately
HK$95.4 million). The recorded gross loss for last year (year
of 2021) was mainly attributable to the amount of amortization
recognized exceeded the revenue recognized from film
investments.

The Group reported a net loss attributable to owners of the
Company of approximately HK$135.9 million for the year ended
31 December 2022 (2021: restated as approximately HK$399.3
million).

Basic loss per share for the year amounted to approximately
16.50 HK$ cents (2021: restated as approximately 48.48
HK$ cents). Net deficit of the Group were approximately
HK$330,537,000 (2021: restated as approximately
HK$189,035,000).
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CHAIRMAN'’S STATEMENT
ETREHS

DIVIDEND

The Board does not recommend the payment of a final dividend
for the year ended 31 December 2022.

FUTURE PLANS AND PROSPECTS

Up to the date of this report, the COVID-19 epidemic seems
to be almost over and the related restrictions upon travelling
and social activities are for most of the part lifted. It can be
reasonably foreseen that the business activities of the media and
culture business of the Group would resume to a normal level in
the long term.

However, as it takes time for the entire business cycle of the
Group to be get back on track, it is probable that those negative
impacts may continue to be reflected in the financial results of
Group in the coming year(s).

The Company plans to utilize its existing Hollywood intellectual
property resources to develop metaverse businesses, advance
its digital product platform construction, and establish
subsidiaries in Hong Kong and Mainland China to expand cross-
border e-commerce operations. In light of and to support the
implementation of the above plans, the Company has appointed
Mr. Chen, Lijun as the Chief Technology Officer of the Company,
who will primarily lead the development and implementation of
technology strategies to drive growth and innovation across the
Company, and Mr. Guo Bingjun as the Chief Operating Officer
of the Company, who will be responsible for coordinating and
aligning the work of various departments and teams, as well as
implementing strategies and initiatives to improve the Company’s
performance and growth, with effect from 24 March 2023.

On 8 May 2023, Star Media Digital Technology Group Limited
(“Star Media”), an indirect wholly-owned subsidiary of the
Company, entered into a reseller service agreement (the
“Reseller Service Agreement”) with Alibaba Cloud (Singapore)
Private Limited (“Alibaba Cloud”), being a global leader in cloud
computing and artificial intelligence, pursuant to which Star
Media as a partner, is entitled to distribute various products
supplied by Alibaba Cloud, including but not limited to
computing, container, storage, networking and content delivery
network (CDN), security, middleware, and database.
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CHAIRMAN’S STATEMENT

The Directors are of the view that the entering of the Reseller
Service Agreement enables the Group to commence distribution
business of reliable and secure cloud computing and data
processing. As such, the Directors believe that the Reseller
Service Agreement could, on one hand, complement the
business of the Group and, on the other hand, expand the
client base of the Group. Accordingly, it will broaden the
Group’s revenue base in the future and is expected to increase
investment returns to the Shareholders.

With an aim to turnaround from the making of loss and
safeguard a shareholder’s return, the Group is in the process
of reviewing the future prospect and development of its other
business segments, and at the same time exploring new
business opportunities and making more efforts to explore
market opportunities in Mainland China.

ACKNOWLEDGEMENTS

Finally, on behalf of the Board, | would like to express my sincere
gratitude to the management and all the employees of the Group
for their dedication. | would also like to thank our shareholders,
suppliers, bankers and customers for their continuous support.

Mr. Tang Liang
Chairman

Hong Kong
30 June 2023
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEmRI

BUSINESS AND OPERATION REVIEW

In recent years, the media business of the Group has been
affected by the COVID-19 pandemic which has spread all over
the world in the year of 2019. Delays in distribution, settlement
as well as receipt of income of TV drama and film investments of
the Company significantly and negatively affected the operating
results regarding these investments, which has been reducing
the amount of revenue and gross profit recognized for a few
years. The slow-down of business activities and postponement
of some of the film and TV drama projects developed by the
Group in prior years have impacted on the financial results of the
Group.

Revenue and gross profit from its media and culture business
for the year of 2022 was approximately HK$60.2 milion and
HK$4.0 million respectively (2021: restated as revenue of
approximately HK$199.4 million and gross loss of approximately
HK$95.4 million). The recorded gross loss for last year (year
of 2021) was mainly attributable to the amount of amortization
recognized exceeded the revenue recognized from film
investments.

The Group reported a net loss attributable to owners of the
Company of approximately HK$135.9 million for the year ended
31 December 2022 (2021: restated as approximately HK$399.3
million).

Media and Culture

The Group’s movies and TV drama series products and
investments, projects incubated by film directors and related
prepayments amounted to approximately HK$374.9 million as at
31 December 2022, and the followings are some highlights:
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MANAGEMENT DISCUSSION AND ANALYSIS

Media investments and products

Crazy Rich Asians

The movie was invested and released by Warner Bros. Pictures,
co-invested by the Group and directed by director Jon M. Chu
(who has entered into an agreement with the Group), and was
released in August 2018. The film was adapted from a best-
selling novel written by Kevin Kwan under the same title, which
has a solid reader base. The movie stars Constance Wu, Henry
Golding, Michelle Yeoh, and etc. The highly anticipated movie is
the first major film that is not a period piece in Hollywood in two
and a half decades to feature an all ethnically Asian cast. As the
first adapted work of the novel series, there is also expectation
for it to develop into commercially successful film series where
the stories of the two sequels mainly take place in China. To
date, according to Box Office Mojo, its worldwide gross is
US$238,532,921.

Greta

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

Midway

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

BB wmR A

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

Scary Stories to Tell in the Dark

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

Malignant

Malignant is a 2021 American horror film directed by James Wan
from a screenplay by Akela Cooper, based on a story by Wan,
Ingrid Bisu, and Cooper. The film stars Annabelle Wallis as a
woman who begins to have visions of people being murdered,
only to realize the events are happening in real life. Maddie
Hasson, George Young, Michole Briana White, and Jacqueline
McKenzie also star. Malignant was theatrically released in the
United States on September 10, 2021, by Warner Bros. Pictures
simultaneously streamed on HBO Max for one month. It is
streaming on YouTube, Apple TV, Google Play Movies & TV,
Vudu, Amazon Prime Video, YouTube TV and Hulu now.
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MANAGEMENT DISCUSSION AND ANALYSIS

Posted to his Twitter handle, Stephen King, the legendary
horror author praises Wan'’s Malignant. In one short sentence,
King sums up his feelings, saying, “/ watched MALIGNANT on
HBO and thought it was brilliant.” King’s tweet already has over
2,461 retweets and 33,000 likes. While critics and fans seem
mixed over Wan'’s new horror movie, King sincerely feels the film
is brilliant. Given King’s expertise in all things horror, receiving
praise from the author must feel like a high honor. For many fans
who have yet to see Malignant, King’s high praise is sure to peak
their interest.

Malignant was released to high reviews and good word of
mouth. David Stratton from The Australian mentioned that “Wan
cheerfully draws on the extreme work of horror film aficionados
such as David Cronenberg and Dario Argento as he piles on the
bloody violence.” Becca James from Chicago Reader mentioned
that “Malignant is the type of movie that requires viewers to
strap in and shut up from the onset.” A.A. Dowd from AV Club
mentioned that “There’s no way to watch this deranged follow-
up and not conclude that Wan’s back where he belongs.” Alison
Shoemaker from Fox 10 Phoenix mentioned that “Wan’s final
twist is so maniacal and so (and this is a compliment) deeply
and thoroughly stupid that it more than makes up for the minor
missteps along the way.” Perri Nemiroff from YouTube mentioned
that “James Wan swings for the fences and it pays off big time.
Malignant is a bonkers and bloody delight that showcases a
multitude of different skills and styles Wan’s honed through his
horror films over the years.” The IMDb rating of Malignant is
6.3/10. And, the Tomatometer of Malignant reaches 76%.

Malignant won the ReFrame Stamp for Best Feature at ReFrame
2022. It was also nominated for 1) BloodGuts UK Horror Awards
at BloodGuts UK Horror Awards 2022 2) Best CCA Super
Awards at Critics Choice Super Awards 2022 3) Dorian Award
at GALECA: The Society of LGBTQ Entertainment Critics 2022
4) HFCS Award at Hawaii Film Critics Society 2022 5) HCA
Award at Hollywood Critics Association 2022 6) HCA Awards
At Hollywood Critics Association 2021 7) INOCA at International
Online Cinema Awards (INOCA) 2022 8)MCFCA Award at the
Music City Film Critics’ Association Awards 2022 9) PCC Award
at the Phoenix Critics Circle 2021 10) PCA Award at the Portland
Critics Association Awards 2021.
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Marshall

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

Umma

“‘Umma” is a film that stands out for its fusion of horror with
a poetic and lyrical representation of Asian culture. The film
was distributed by Sony Pictures on March 15, 2022. It was
produced by the renowned horror maestro Sam Raimi, who is
known for his work on the “Spider-Man” series and “The Evil
Dead” series. The director and writer of the film, Iris K. Shim,
had previously been acclaimed for her documentary “The House
of Suh,” which won six awards. The lead role in “Umma” was
played by the talented Sandra Oh, who was celebrated as
the first Asian actress to win a Golden Globe in 40 years. Her
collaboration with Sam Raimi and Iris K. Shim brought a fresh
and innovative perspective to Hollywood horror. It garnered
interest from major studios and was praised for its unique
blend of horror with an intimate portrayal of East Asian culture.
With the backing of Sony Pictures, “Umma” made a significant
impact in the film industry upon its release in 2022 and won the
ReFrame Stamp award.

My Robot Boyfriend

My Robot Boyfriend, an urban love sci-fi comedy directed by Lai
Chun Tsang and starring Chao Jiang and Xiaotong Mao, which
has been firstly broadcasted on Zhejiang Satellite TV on 21
October 2019 with concurrently releasing on Tencent Video and
Mango TV.
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MANAGEMENT DISCUSSION AND ANALYSIS

PROJECTS INCUBATING BY FILM
DIRECTORS

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

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

Under the agreements, the Group has developed 44 feature
projects, 38 among which have developed completed scripts.

Here are the projects developed under Development/Production
Financing Agreements:

James Wan (9)

BIEEmRO
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(James Wan)~ Z& B o X 312 ZF(Roland Emmerich)
KEFE(Jon M. Chu)~ ZBB4F o = K F Hr(Robert
Zemeckis) ~ X f o Z#H(Alan Taylor)  S#7x « £ H
HrZ(Jonathan Liebesman) F.NE ¢ #&E(F. Gary
Gray)~ FAF A A7 45 o 52 ZB2(Sylvester Stallone) ™ 4K
EE e« I (Nattawut Poonpiriya)f L1 « &
K(Sam Raimi)» UL AEBEREEF BIEREITE
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Malignant, Sentinel, Alien Santa, Golden, Roswell, The Magnificent Theater of

Enchanted Puppet, The Call of Cthulhu, Mass Extinction, Border Patrol

BT

(E2 &5 REFE) ~ Sentinel ~ Alien Santa~ Golden ~ (ZBHT 4 ) ~ (FERE I HAE I E LI AE) -

(REA BBV ) ~ (ROBAB ) ~ (BIRKEE)

Jon M. Chu (6)
De-Sac, Project Human

E1E(6) Here and Now and Then~ ¢t

&) ~ Project Human

Here and Now and Then, The Godfather, Sophia of Silicon Valley, Human Error, Cul-

A )~ Sophia of Silicon Valley ~ Human Error~ (#8585

Sam Raimi (7)

LLIYE & EEOR(7)

The Procession, Untitled Rob Savage Project, Bedtime Story, Umma, Sword of the
Dead, Smooth Stones and Empty Bones, Little Snake
The Procession ~ Untitled Rob Savage Project ~ Bedtime Story ~ {&#i ) ~ Sword of the
Dead ~ Smooth Stones and Empty Bones ~ Little Snake
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Nattawut Poonpiriya (2)
MIBE e & ZFETR(2)

The Innkeeper, Homelands
The Innkeeper ~» Homelands

Robert Zemeckis (2)
HAT o FERTH(2)

Alan Taylor (2)
Lta o TE(2)

Roland Emmerich (2) Dreamland, Emergence

R o WEHES(2) (B2ZH)~ LD
Jonathan Liebesman (1) Scorpion
SR e EEHEZ() i F )

Sylvester Stallone (10)

Gold Mountain, Stone Junction
Gold Mountain ~ Stone Junction

The Prisoner in His Palace, Empress Wu
The Prisoner in His Palace~ {Z 2 & 8K )

Tier 1, Scavenger Hunt, Bellhop, Arcane, Dark Waters, Hunter, The Line that Held Us,

Perfect Horse, Ghost, Safecracker

PR HEHTHS « SE3RBE(10)

Tier 1~ Scavenger Hunt ~ Bellhop ~ L4 B 53 © &35 2 8% ) ~ Dark Waters ~ Hunter ~ The

Line that Held Us ~ Perfect Horse ~ Ghost ~ Safecracker

F Gary Gray (3)
FINE « 12 E Q)

Meanwhile, the Group has jointly developed 12 projects with
A-list talents through collaboration, including: The Burden, GMO,
Hunting Season, The Troop, The Devil Came to Saint Louis, The
Monkey, The Fortunate Sons, The Pigeon, In the Shadow of the
Mountain, Down Range, and RIP.

For these projects, the Group will take a diversified project
structuring approach, including Films suitable for streaming
platforms will be redirected towards them, which allows for
relatively quick cost recovery, name recognition, increased
exposure, and visibility through the widespread coverage
of streaming platforms. Additionally, we will explore various
channels for financing, such as international sales, tax
refunds, minimum guarantees in North America, and derivative
applications in the metaverse (NFT/digital collectible releases,
metaverse construction, blockchain games), converting a portion
of the budget allocated for visual effects into investments. By
retaining the copyright, we aim to establish a new ecosystem.

Starlight Culture Entertainment Group Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group will be able to generate revenue from these projects
and IPs through the following ways: recouping development
costs plus a profit; getting producers fees and backend,
investment payback, online distribution, theatrical releases, IP
licensing, merchandising, web3 and metaverse monetization.

Media and culture operating results

During the year ended 31 December 2022, the Group’s revenue
generated from media and culture business amounted to
approximately HK$60.2 million (2021: restated as approximately
HK$199.4 million), with a gross profit of approximately HK$4.0
million (gross loss of approximately HK$95.4 million).

In recent years, the media business of the Group has been
affected by the COVID-19 pandemic which has spread all over
the world in the year of 2019. Business activities slowed down
and some of the film and TV drama projects being developed
by the Group have been postponed. Delays in distribution,
settlement as well as receipt of income of TV drama and film
investments of the Company significantly and negatively affected
the future cash flow projections regarding these investments,
which in turn reduced the amount of revenue recognized during
recent years.

The recorded gross loss for last year (year of 2021) was mainly
attributable to the amount of amortization recognized exceeded
the revenue recognized from film investments.

FINANCIAL REVIEW

The Group reported a net loss attributable to owners of the
Company of approximately HK$135,867,000 for the year
ended 31 December 2022 (2021: restated as approximately
HK$399,264,000).

The Board considers that while the Group recorded a reduction
in gross loss and net loss in the year of 2022 compared to
the year of 2021, the slow-down of business activities and
postponement of some of the film and TV drama projects being
developed by the Group in recent years due to the impact of
COVID-19 continued to affect the financial results of the Group
during the year.

BIEEmRO
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Basic loss per share for the year amounted to approximately
16.50 HK$ cents (2021: restated as approximately 48.48
HK$ cents). Net deficit of the Group were approximately
HK$330,537,000 (2021: restated as approximately
HK$189,035,000).

FUTURE PLANS AND PROSPECTS

Up to the date of this report, the COVID-19 epidemic seems
to be almost over and the related restrictions upon travelling
and social activities are for most of the part lifted. It can be
reasonably foreseen that the business activities of the media and
culture business of the Group would resume to a normal level in
the long term.

However, as it takes time for the entire business cycle of the
Group to be get back on track, it is probable that those negative
impacts may continue to be reflected in the financial results of
Group in the coming year(s).

The Company plans to utilize its existing Hollywood intellectual
property resources to develop metaverse businesses, advance
its digital product platform construction, and establish
subsidiaries in Hong Kong and Mainland China to expand cross-
border e-commerce operations. In light of and to support the
implementation of the above plans, the Company has appointed
Mr. Chen, Lijun as the Chief Technology Officer of the Company,
who will primarily lead the development and implementation of
technology strategies to drive growth and innovation across the
Company, and Mr. Guo Bingjun as the Chief Operating Officer
of the Company, who will be responsible for coordinating and
aligning the work of various departments and teams, as well as
implementing strategies and initiatives to improve the Company’s
performance and growth, with effect from 24 March 2023.
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MANAGEMENT DISCUSSION AND ANALYSIS

On 8 May 2023, Star Media Digital Technology Group Limited
(“Star Media”), an indirect wholly-owned subsidiary of the
Company, entered into a reseller service agreement (the
“Reseller Service Agreement”) with Alibaba Cloud (Singapore)
Private Limited (“Alibaba Cloud”), being a global leader in cloud
computing and artificial intelligence, pursuant to which Star
Media as a partner, is entitled to distribute various products
supplied by Alibaba Cloud, including but not limited to
computing, container, storage, networking and content delivery
network (CDN), security, middleware, and database.

The Directors are of the view that the entering of the Reseller
Service Agreement enables the Group to commence distribution
business of reliable and secure cloud computing and data
processing. As such, the Directors believe that the Reseller
Service Agreement could, on one hand, complement the
business of the Group and, on the other hand, expand the
client base of the Group. Accordingly, it will broaden the
Group’s revenue base in the future and is expected to increase
investment returns to the Shareholders.

With an aim to turnaround from the making of loss and
safeguard a shareholder’s return, the Group is in the process
of reviewing the future prospect and development of its other
business segments, and at the same time exploring new
business opportunities and making more efforts to explore
market opportunities in Mainland China.

MATERIAL ACQUISITION AND
DISPOSAL

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

DIVIDEND

The Board does not recommend the payment of a final dividend
for the year ended 31 December 2022 (31 December 2021:
NIL).
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MANAGEMENT DISCUSSION AND ANALYSIS
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CAPITAL STRUCTURE

As at 31 December 2022, the Company’s net deficit
was approximately HK$330,537,000 (2021: restated as
approximately HK$189,035,000).

LOSS ALLOWANCES OF TRADE
RECEIVABLES

The Company had provided for loss allowances on trade
receivables of approximately HK$26.7 million for the year ended
31 December 2022. Details of the impairment analysis is set out
in note 16 to these consolidated financial statements.

LIQUIDITY AND FINANCIAL
RESOURCES

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

The major shareholders of the Company have been able to
provide financial resources (in form of loan advance, equity
finance etc.) to support the Group’s operations. For example,
the Group obtained an advance of HK$472,229,000 (equivalent
to RMB415,000,000) (“‘Advance”) from the then controlling
shareholder CIf2 EEXEFEBR A E)in the year of
2019. The Group has fully repaid the Advance and the then
controlling shareholder also confirmed the full repayment of the
Advance during the year of 2020. The Company believes that
its shareholders will continue to provide financial support to the
Group where necessary and in due course.

As at 31 December 2022, the Group’s bank balances and cash
amounted to approximately HK$79,420,000 (2021: restated as
HK$175,638,000).
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MANAGEMENT DISCUSSION AND ANALYSIS

As at 31 December 2022, current ratio was approximately
0.28 (2021: restated as approximately 0.52) based on current
assets of approximately HK$255,264,000 (2021: restated
as HK$480,412,000) and current liabilities of approximately
HK$897,134,000 (2021: restated as HK$918,820,000).

Further details regarding the liquidity of the Group are set out
in “going concern assumption” of note 2 of the consolidated
financial statements.

Referring to the sections of “Disclaimer of Opinion”, “Basis
for disclaimer of opinion” and “The Board’s response to the
Auditor’s Opinion”, the Company will continue to strive to
improve its operating results and financial position and provide
further information and communicate with the Company’s
auditors from time to time for their assessment of the going
concern assumption for subsequent financial reporting periods.

While the management would strive to recover the trade
receivables of gross carrying amount of HK$105,291,000 as at
31 December 2022 to further improve its financial position, and
procure the possible loan or equity finance where necessary
and in due course, the Company will continue to allocate more
resources to media and culture segment (e.g. film and TV series
investment and production) which are the Group’s major growth
drivers.

LITIGATIONS AND CLAIMS

On 22 September 2022, a company incorporated in the PRC
has filed a writ of summons for a legal proceedings against a
subsidiary of the Group (the “Subsidiary”) in relation to, inter alia,
a claim for a repayment of investment principal of USD804,000
(equivalent to approximately HKD6,297,000) and the
corresponding investment interests in respect of an investment
agreement for a movie titled “Midway”. The court has not been
heard at the date of these consolidated financial statements. The
Group’s management considered that there is no material impact
to the Group’s consolidated financial statements.
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On 3 March 2023, a company incorporated in the PRC has filed
a Notice of Arbitration with Hong Kong International Arbitration
Centre to commence an arbitral proceedings against the
Subsidiary and the Company in relation to, inter alia, a claim for a
repayment of investment principal of USD3,000,000 (equivalent
to approximately HKD23,495,000) and the corresponding
interests in respect of an alleged investment agreement for a
movie titled “Malignant”. The Tribunal has not been heard at the
date of these consolidated financial statements. The Group’s
management considered that there is no material impact to the
Group’s consolidated financial statements.

EXPOSURE TO FLUCTUATION IN
EXCHANGE RATES

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

EMPLOYEES AND REMUNERATION
POLICIES

The Group employed 13 (2021: 22) employees as at 31
December 2022. The Group’s remuneration policies are primarily
based on prevailing market salary levels and the performance of
the respective companies and individuals concerned. Employees
may also be invited to participate in the share option scheme of
the Group.

EVENTS AFTER THE REPORTING
PERIOD

Subsequent to the reporting period, the Group has entered
into agreements with lenders of other borrowings of the Group,
among others, to extend the repayment date of the other
borrowings and to mitigate the liquidity issues of the Group.
Further details are set out in “going concern assumption” of note
2 of the consolidated financial information.

Other than disclosed elsewhere in this report, there is no major
event after the reporting period that should be notified to the
shareholders of the Company.
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CORPORATE GOVERNANCE
PRACTICES

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

The Company has adopted the Corporate Governance Code
(the “Code”) as set out in Appendix 14 of the Rules Governing
the Listing of Securities (the “Listing Rules”) on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”)
including those revised code provisions which became effective
on 1 April 2012, 1 September 2013, 1 January 2016 and 1
January 2019. During the year ended 31 December 2022 the
Company complied with all applicable provisions of the Code
for their respective applicable periods except for the deviations
stated below:

Code Provision C.1.6

Under code provision C.1.6, independent non-executive
directors and other non-executive directors should attend
general meetings and develop a balanced understanding of
the views of the shareholders. Due to other pre-arranged
commitments, one of the independent non-executive directors
were unable to attend the Company’s annual general meeting
held on 3 August 2022.

Code Provision F.2.2

Under code provision F.2.2, chairman of the board should
attend the annual general meeting. Due to other pre-arranged
commitments, the then chairman of the Board was unable to
attend the Company’s annual general meeting held on 3 August
2022.
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THE BOARD

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

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

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

Details of Directors’ attendance records during the year ended
31 December 2022 are set out below:
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EET a5 REREEARATEREAER X
BEREE St ;e RIR

RERSBH EFTRLATEFERLE

(ERF) RBELE-BELE BERE - EEL
£ ITHRH) RESEEARBNERLT k=%
BUFATESIRERE RABEERRER
SoE KB ©

ot

\]
c

RRABZBUFPITEST AN ESHEARER RN
REXERKR,/JBEERZ AL RERENE
TEFGZRERESERHERBNIFT - BBHILIFNR
TEFHRARSFHEBII M2 FERE M4
NARRHRBELDRAUEAMF ZFEFHIRE
AL

REE-ZT__F+_A=+t—RHLFER EF
HEERLBRZFIRHIMT ¢

Meetings Attended/Held

HERY/ SeERY
Anti-money Investment
Audit Nomination ~ Remuneration Executive Laundering Steering
Directors Bz AGM Board Committee Committee Committee Committee Committee Committee
RREEAS fE BHERE REERE HHESS WTEEE RARHERE KREELZAY
Executive Directors #rEs
Mr. Tang Liang ERtE 0/ 44 1 1 00 00
Mr. Chau Chit BERE il 44 1 00
M. Luo Lei BERE o 24 00 00
Mr. Zhou Jingbo (resigned on 2 March 2023) BEREE R-E_ZEZRCARA 0/ 44 00 000 00
Mr. Sang Kangojao REBRE 0 24 00
Ms. Wu Xiaol ShELL o 34 00
Independent Non-executive Directors BikarEs
Mr. Wong Wai Kwan IRERE 1 44 33 1 1 000 00
Mr. Michael Ngai Ming Tak 1 44 23 il 1 00
Mr. Jing Xufeng (re-designated as execttive director on 2 oo e St g = = 01 44 33 " 17 00 00
March 2023)
Mr. Wu Hongliang (appointed on 2 March 2023) R-F_=£-FREZA) 000 00 000 00 000 000 00
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Apart from the above regular board meetings of the year, the
board of Directors will meet on other occasions when a board-
level decision on a particular matter is required. The Directors
receive details of agenda items for decision and minutes of
committee meetings in advance of each board meeting. The
board of Directors has reserved for its decision or consideration
matters covering corporate strategy, annual and interim results,
Directors’ appointment, succession planning, risk management,
major acquisitions, disposals and capital transactions, and other
significant operational and financial matters. Major corporate
matters that are specifically delegated by the board of Directors
to the management include the preparation of annual and interim
accounts for board approval before public reporting, execution
of business strategies and initiatives adopted by the board
of Directors, implementation of adequate systems of internal
controls and risk management procedures, and compliance with
relevant statutory requirements, rules and regulations.

APPOINTMENT AND RE-ELECTION OF
DIRECTORS

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

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

CONTINUOUS PROFESSIONAL
DEVELOPMENT OF THE DIRECTORS

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

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

DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted a code of conduct regarding
Directors’ securities transactions on terms no less exacting than
the required standard of dealings as set out in Appendix 10 to
the Listing Rules. Having made specific enquiry of all Directors,
the Directors have complied with such code of conduct and the
required standard of dealings and its code of conduct regarding
securities transactions by the Directors throughout the year
ended 31 December 2022.

NOMINATION COMMITTEE

The Nomination Committee was established on 28 March 2012.
[t comprises one Executive Director and three Independent Non-
executive Directors, and is currently chaired by Mr. Tang Liang.

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

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

The Nomination Committee held one meeting during the year
ended 31 December 2022.
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BOARD DIVERSITY POLICY

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

REMUNERATION COMMITTEE

Under the code provision E.1.2, the Company should establish
a remuneration committee (the “Remuneration Committee”)
with specific written terms of reference which deal clearly
with its authority and duties. The roles and functions of the
Remuneration Committee include the determination of the
specific remuneration packages of all executive Directors and
senior management of the Company, including benefits in
kind, pension rights and compensation payments, such as any
compensation payable for loss or termination of their office or
appointment, and make recommendations to the board of the
remuneration of non-executive Directors.

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

Mr. Michael Ngai Ming Tak
Mr. Tang Liang

Mr. Wong Wai Kwan

Mr. Wu Hongliang

One meeting of the Remuneration Committee were held in 2022
to discuss remuneration related matters.
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The Remuneration Committee has considered and reviewed
the existing terms of employment contracts of the executive
Directors and appointment letters of the non-executive
Directors with reference to the factors including salaries paid by
comparable companies, time commitment and responsibilities
of the Directors, employment conditions elsewhere in the
Company and desirability of performance-based remuneration.
The Remuneration Committee considers that the existing
terms of employment contracts of the executive Directors and
appointment letters of the non-executive Directors are fair and
reasonable. Details of the emoluments of the Directors are set
out in note 8 of this report.

AUDITOR’S REMUNERATION

The Company’s external auditors are Baker Tilly Hong Kong
Limited (the “Auditors”). The audit committee of the Group
(the “Audit Committee”) is responsible for considering the
appointment of the external auditors and reviewing any non-
audit functions performed by the external auditors, including
whether such non-audit functions could lead to any potential
material adverse effect on the Group. For the year ended 31
December 2022, the auditor’s remuneration is HK$2,000,000.

AUDIT COMMITTEE

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

Mr. Wong Wai Kwan
Mr. Michael Ngai Ming Tak
Mr. Wu Hongliang

The Audit Committee held three meetings during the year ended
31 December 2022.
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The Audit Committee has discussed with the Auditors on the
accounting principles and practices adopted by the Group and
the consolidated results of the Group for the year ended 31
December 2022, and is of the opinion that the preparation of
the consolidated results complied with the applicable accounting
standards, the Listing Rules and legal requirements, and that
adequate disclosures have been made.

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

ANTI-MONEY LAUNDERING
COMMITTEE

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

EXECUTIVE COMMITTEE

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

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

DIRECTORS’ AND AUDITOR’S
RESPONSIBILITIES FOR ACCOUNTS

The Directors’ responsibilities for the accounts and the
responsibilities of the Auditors to the shareholders of the
Company are set out on pages 62 to 63 of this report.

RISK MANAGEMENT AND INTERNAL
CONTROL

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

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

Main features of the risk management and
internal control system

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

° to enhance corporate governance standards;

° to continuously establish and improve the company-wide
and top-down approach risk management and internal
control system;
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° to strengthen the Group’s risk management and internal
control in compliance with the Main Board Listing Rules
requirements; and

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

Three-Line defense risk management model

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

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

Identification

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

Assessment
o Assesses the risks identified by using the assessment

baseline developed by the management; and

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

Responding

° Prioritises the risks by comparing the results of the risk

assessment; and

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

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

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

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

Internal Control

The Group’s internal audit function is performed by an internal
audit team. The team plays an important part in the assessment
of the effectiveness of the internal control systems of the Group
and reports directly to the Audit Committee on a regular basis.
The team conducts internal audit reviews on material controls
and compliance with policies and procedures of the Group.
Plans and tools for corrective actions and control improvement
are identified and communicated with operations management
to address any issues or deficiencies identified. The team
monitors the implementation of remediation plans and actions
by the operations management and reports the outcome to the
Audit Committee.
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Referring to the Company’s announcement of 23 March 2023,
the Audit Committee decided to appoint an independent
professional advisor to conduct an internal control review on the
Group, in particular, the bank accounts maintenance procedures
and financial reporting system of Starlight Media (“IC Review”).
Up to the date of this report, the IC Review has completed and
the Company is in the process of review the findings of the
IC Review and remedial actions will be taken to address the
matters therein. The Company will keep shareholders informed
of the matter by way of further announcement(s) as and when
appropriate.

Material uncertainties relating to events or
conditions that may cast significant doubt
on the issuer’s ability to continue as a going
concern

Reference should be made to the material uncertainties relating
to going concern were mentioned in the Disclaimer of Opinion
and Basis for Disclaimer of Opinion of the Independent Auditor’s
Report in this annual report.

The board’s response to the Basis for Disclaimer of Opinion can
be referred to Directors’ Report in this annual report.

WHISTLEBLOWING POLICY

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

In 2022, no incidents of fraud or misconduct were reported
from employees, Shareholders or stakeholders that had a
material effect on the Company’s financial statements or overall
operations.
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EEER/KRS

INSIDE INFORMATION

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

COMPANY SECRETARY’S TRAINING

During the year ended 31 December 2022, each of Mr. Li and
Mr. Cheung has received no less than 15 hours of relevant
professional training to refresh his skills and knowledge.

SHAREHOLDERS’ RIGHTS

Convening a Special General Meeting

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

The written request should be deposited at the principal place
of business of the Company in Hong Kong at Room 1002, 10/
F, China Huarong Tower, 60 Gloucester Road, Wan Chai, Hong
Kong, for the attention of the Company Secretary.

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

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

The procedures for shareholder(s) to put forward proposals at
SGM include a written notice of those proposals being submitted
by the shareholder(s) of the Company, addressed to the Board
or the Company Secretary at the principal place of business
of the Company in Hong Kong at Room 1002, 10/F, China
Huarong Tower, 60 Gloucester Road, Wan Chai, Hong Kong.

Procedures for nomination of Directors for
election

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

DIVIDEND POLICY

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

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

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

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

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

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

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

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

dividends:

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

(o)  the Shareholder’s interests;

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

(d) any restrictions on payment of dividends that may be
imposed by the Group’s lenders;

(e) the Group’s expected working capital requirements and
future expansion plans;

() statutory and regulatory restrictions;
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(9) general economic conditions and other internal or external
factors that may have any impact on the business or
financial performance and position of the Company; and

(h)y  any other factors that the Board deems appropriate.

The Board endeavours to maintain a balance between meeting
Shareholders’ expectations and prudent capital management
with a sustainable dividend policy. The Board will continue to
review the dividend policy and reserve the right in its sole and
absolute discretion to update, amend and/or modify the dividend
policy from time to time, and the dividend policy shall in no way
constitute an assurance or a legally binding commitment by
the Company in respect of its future dividend and/or in no way
obligate the Company to declare a dividend in any particular
amount for any given period.

AMENDMENT TO CONSTITUTIONAL
DOCUMENT

During the year ended 31 December 2022, there were no
significant changes to the Company’s constitutional document.

The Board proposes to amend the existing memorandum
and articles of association (“Memorandum and Articles of
Association”) of the Company and to adopt an amended
and restated memorandum and articles of association of
the Company (“Proposed Amendments”) in order to (i) bring
the Memorandum and Articles of Association in line with the
amended Appendix 3 to the Listing Rules which came into effect
on 1 January 2022; (i) expressly provide for the co-chairmen
arrangement on the Board; (jii) provide the Company with more
flexibility and provide Shareholders with the option of attending
general meetings through electronic means; and (iv) incorporate
certain housekeeping amendments.

The Proposed Amendments are subject to the approval of the
Shareholders by way of a special resolution at the forthcoming
annual general meeting, and will become effective upon the
approval by the Shareholders at the annual general meeting.
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COMMUNICATION WITH
SHAREHOLDERS

The Company discloses relevant information to shareholders
through the Company’s annual report and financial statements,
the interim report, as well as the AGM. The AGM allows the
Directors to meet and communicate with shareholders.

To further promote effective communication, the corporate
website is maintained to disseminate Company announcements
and other relevant financial and non-financial information
electronically on a timely basis.
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EXECUTIVE DIRECTORS

Mr. Tang Liang (“Mr. Tang”), aged 45, has been appointed as
an executive director on 18 September 2020. Mr. Tang has been
serving as (i) a director of Tencent Music Entertainment Group, a
company listed on the New York Stock Exchange (stock symbol:
TME), since April 2014, (i) an independent non-executive
Director of CMGE Technology Group Limited (R F Rl £ F
BBRAE]), a company listed on The Stock Exchange of Hong
Kong Limited (stock code: 00302), since September 2019,
(i) the chairman of China Investment Financial Holdings Fund
Management Company Limited (T EESEEFREAG)
since April 2015, (iv) a director of CAS Health Industry (Beijing)
Company Ltd. (FREMEEEZE (65 BIRAQE) since December
2016, (v) the chairman of Hefei CICFH Industry Investment
Management Company Limited (GBI EXEREEIER
FR/A &) since December 2016, (vi) the chairman of Hefei China
Film CICFH Investment Management Company Limited (& A

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

Mr. Tang graduated from Peking University in July 2000 with a
bachelor’s degree in law. Mr. Tang received a master’s degree
in litigation law from Peking University in July 2002, a master’s
degree in law from Yale University in June 2003 and a master’s
degree in science of law from Stanford University in June 2005.
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Mr. Jing Xufeng (“Mr. Jing”), aged 52, has been appointed
as an independent non-executive Director on 12 May 2021 and
redesignated as an executive Director on 2 March 2023. Mr. Jing
has years of experience in the fields of news media, audiovisual,
culture media and investment management. From July 1994 to
May 2010, he served in Xinhua News Agency (F7ZE+t) as the
reporter of Jiangsu Branch, director of television news centre*
(BRI D), director of news and information centre* (&
EfE B0, assistant to director of Xinhua News Agency
Audio News Editorial Department* (i 241 & R ¥ B4R 85 26) as
well as person-in-charge and director of Xinhua News Agency
Audio News Desk* (fr#E4t H & H ). From October 2008 to
October 2013, he served as the director of the China Audiovideo
and Digital Publishing Association (TRl EH & EEFHRB D) .
Subsequently, he held various management positions in different
companies, including serving as the director of 360 Enterprise
Security Technology (Beijing) Group Co., Ltd. (36012 % 2 $ iy
(JER) £EARAE]) from October 2017 to December 2018,
the chairman of Tengyue Culture Media (Beijing) Group Co., Ltd.
(BRI EE Jt5R) £EAERAE) from September 2016 to
December 2020, the executive director of Beijing Jinhui Graham
Investment Limited Gt REEEKREEBARAR) from April
2019 to December 2020, the chairman and manager of Tianjin
Tengyue Tianxia Culture and Technology Co., Ltd* (K2R
K FXAERHE B BRAT) since June 2017, the vice chairman of
Zhongan Huixin Investment Management Co., Ltd. (122 E{Z1%
EEIEFMRAT)since July 2017, the director of Moer Xingling
(Beijing) Network Technology Co., Ltd.* (EE & (JtR) 4948
Bl BBR/AT]) since September 2017, the director of Zhejiang
Talent Television & Film Co., Ltd. (U IEEZGERMNB AR AR,
a company listed on the Shenzhen Stock Exchange with stock
code 300426, since May 2019 and the independent director
of CITIC Press Corporation (F{EHREBRMNDERAT), a
company listed on the Shenzhen Stock Exchange with stock
code 300788, since September 2016.

Mr. Jing graduated from Yangzhou University majoring in
Chinese Language and Literature in June 1994.
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Mr. Chau Chit (“Mr. Chau”), aged 58, was an Executive
Director of the Company on 22 July 2013. Mr. Chau currently
serves as the chairman of the Hong Kong Jiangyin Trade
Association and the vice president of Federation of HK Jiangsu
Community Organisations Limited. He holds a bachelor degree
in chemistry from Zhejiang University and an EMBA degree
(Executive Master of Business Administration) from Zhejiang
University.

Mr. Chau was appointed as an executive director and as the
Chairman of Green Economy Development Limited (a company
listed on the main board of the Stock Exchange in Hong
Kong (stock code: 1315)) on 22 July 2015 and 23 September
2015 respectively. He was re-designated to Co-Chairman and
appointed as the chief executive officer of Green Economy
Development Limited on 1 March 2017. Mr. Chau was re-
designated as the Chairman of Green Economy Development
Limited and ceased to act as the Co-chairman of Green
Economy Development Limited on 7 September 2018.

Mr. Chau was appointed as an executive director and the chief
executive officer of Sino Stride Technology (Holdings) Ltd (Stock
Code: 8177). Mr. Chau was appointed an executive director,
the managing director, the chairman of the executive committee
and a member of the investment committee of HNA International
Investment Holdings Limited (Stock Code: 521) in June 2006.
Mr. Chau resigned his positions at HNA International Investment
Holdings Limited with effect from 24 October 2013.
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Mr. Luo Lei (“Mr. Luo”), aged 53, is a television and fim
director and producer. A graduate of the prestigious Directing
Program of Beijing Film Academy and a member of the
Producers Guild of America, Peter has been involved in film and
television productions for decades. Peter produces powerful,
innovative and diverse visual narratives that sit at the intersection
of prestige and wide commercial appeal, like FE&F “Marshall”,
MWE &4 “Crazy Rich Asians”, R 5 “Midway”, 2SR
= “Scary Stories to Tell in the Dark”, EE £ “Wuhan Wuhan”,
HanRLFE “Malignant”, B8% “Umma” and so on. Peter also
worked as an executive producer, director, screenwriter, and
showrunner, making many critically acclaimed and highly-rated
film and television programs, starting in 2001. These include:
BEMSYCEIERE “Love in Sunshine”, which was the first TV
drama in China that finished the whole production outside the
country; X&TER “Blooming Hibiscus,” which was the first
TV drama with a city marketing plan in China; the TV series
BREZ “Plainclothes Policeman,” which was broadcast on
CCTV-1, ranked in the top three in ratings for a year, and won
many awards including ‘The Five Best National Works’ and the
‘Outstanding TV Drama Awards from the State Administration
of Radio, Film and Television’; 151 & “Snowy Eagle”, which
was broadcast on CCTV-1, and was the highest-rated show of
that year, while also setting a record of 1.5 billion views online;
and BESHEAf PR RV EE “Papa, Can You Hear Me Sing,” which
was the highest-rated show in China the year it debuted. Due
to Mr. Luo’s contribution to promote diversity and inclusion in
the industry, Mr. Luo has been awarded the Griot Gala Award
in 2020 and has been rated as one of the Top dealmakers in
Hollywood in 2020 by the Variety Magazine.

Mr. Sang Kanggiao (“Mr. Sang”), aged 47, has been
appointed as an executive Director on 20 February 2020. Mr.
Sang obtained a bachelor’s degree in electrical engineering from
Beijing Institute of Technology. Mr. Sang has over 19 years of
experience in the securities investment industry in Hong Kong
and the People’s Republic of China. Mr. Sang also serves as an
executive director and the chairman of the board of directors of
U Banquet Group Holding Limited (BEE£EIZERAERAT),
a company listed on the Main Board of the Stock Exchange of
Hong Kong Limited (stock code: 1483).
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Ms. Wu Xiaoli (“Ms. Wu”), aged 33, has been appointed as an
executive Director and a member of the Executive Committee
on 23 July 2019. Ms. Wu obtained a Bachelor Degree in English
from China Jiliang University in 2012. She was the general
manager of FINEEIZERBRAF], a company established in
the PRC, from 2012 to 2017. Since 2017, Ms. Wu has served
as the general manager of HIMNIFEIXIELBIRBRAE (‘HZ
Bochuang”).

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Wong Wai Kwan (“Mr. Wong”), aged 55, obtained a
bachelor’s degree in accountancy from City University of Hong
Kong in 1992 and a master’s degree in business administration
from Washington University in St. Louis, U.S.A. in 2009. He
is a member of The Hong Kong Institute of Certified Public
Accountants and a member of The Association of Chartered
Certified Accountants. Mr. Wong was the general manager
of the financial audit department of Shanghai Fosun High
Technology (Group) Co., Ltd., a wholly owned subsidiary of
Fosun International Limited, whose shares are listed on the Main
Board of the Stock Exchange (stock code: 00656). Mr. Wong
has extensive working experience in the audit and consulting
areas, particularly in initial public offerings, risk management and
mergers and acquisitions. Mr. Wong was an independent non-
executive director of Shougang Concord Technology Holdings
Limited (now known as HNA Holding Group Co. Limited), whose
shares are listed on the Main Board of the Stock Exchange
(stock code: 00521) and a member of each of the audit
committee, the nomination committee and the remuneration
committee of that company, for the period from June 2010 to
October 2013.

Mr. Wong was previously appointed an independent non-
executive director of the Company from September 2013
to November 2014 and served as a member of each of the
audit committee, the nomination committee, the remuneration
committee and the investment steering committee of the
Company. He has been an independent non-executive director
of Green Economy Development Limited, whose shares are
listed on the Main Board of the Stock Exchange (stock code:
01315) since July 2015 and is a member of each of the audit
committee and nomination committee of that company.
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He has been a non-executive director of Vobile Group Limited,
whose shares are listed on the Main Board of the Stock
Exchange (stock code: 03738) since June 21, 2017 and is a
member of the audit committee of that company.

Mr. Michael Ngai Ming Tak (“Mr. Ngai”), aged 56, is
Chairman of The Red Group, Chairman of Asia GreenTech Fund,
President of Green Economy Development Limited. Mr. Ngai
is an External Director of China COSCO Shipping Corporation,
Independent Non-executive Directors of CRRC Corporation
Limited, China Longyuan Power Group Corporation Limited,
Starlight Culture Entertainment Group Limited, True Partner
Capital Holding Limited, Sanergy Group Limited.

Mr. Ngai is Member of the 12th, 13th and 14th National
Committee of the Chinese People’s Political Consultative
Conference, Chairman of Hong Kong Finance Association,
Fellow Commoner of Clare Hall, University of Cambridge,
Council Member of The Hong Kong University of Science
and Technology, Court Member of Hong Kong Metropolitan
University, Honorary Fellow of Lingnan University, Honorary
Citizen of Harbin City, Heilongjiang Province.

Mr. Ngai graduated from University of Cambridge.

Mr. Wu Hongliang (“Mr. Wu”), aged 52, is the founder of, and
currently the Chief Content Officer of Zhejiang Talent Television
& Film Co., Ltd* GH/IEEBEARMNBRAF), which is a
company listed on the Shenzhen Stock Exchange (stock code:
300426). Mr. Wu has participated in the production of a large
number of movies and television drama series such as “Young
Hero Fong Sai Yuk™ (DEHMASHE), “the Great Emperor
of the Han Dynasty”™ CEH A®), etc. Mr. Wu is also currently
serving as the executive director (8 #5IEE) of China Television
and Art Committee* (FEIEIREMTEZEE), “China Television
Council™ (R EE 1R ) B =) and the Beijing Film Academy (3t

REF 2.
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Mr. Wu has over ten years of experience in the field of movie and
television drama production. From October 2006 to December
2009, Mr. Wu served as the director* (E22) and manager* (&
) of Dongyang Talent Television & Film Co., Ltd* (EERzEE
FRAUERFIEAT). From December 2009 to August 2011,
Mr. Wu was redesignated as the chairman of the board* (&
ZE R)and manager* (& 18) of the same company, Mr. Wu has
also worked at China Film Group Corporation (FEE & &£ =
‘AF)) and held the position of assistant director of the television
program production centre* (BiR&TH & EH O EEENIE) . Mr.
Wu has also been the deputy general manager (& 75 2l 42 45 18)
of Century Hero Film Investment Co., Ltd ((H A2 R IEESILE R
RAED.

Mr. Wu obtained a bachelor’s degree in production management
from the Beijing Fim Academy JEREF 2B7)in June 1993.
Mr. Wu was awarded “The Ninth National Top Ten TV Drama
Producer* (BB 2B+ EEHREILE @A) in 2012.

DIRECTORS’ PROFILES
EREE

REEREGAREEERAI0FLERE B -F
ERE+REETAET_R REEERERS
ERERRFARAENESTAEE BTN
F+RAEE——FN\R REEERERE—
REANEFRREE RAELETEERNPEER
ERRATUERETERHDERFPOTENE—H-
REETBHAEMLCARERZRERARLTINE
75 B HEAE IR o

REER-—AN=ZFAFEFSIERERXERK
REBRBLTSEM REENR_E—_FREEA
BB+ EERE L m A BEIE

EAXCRKEERFRAR

B _FEFR

43



44

DIRECTORS' REPORT
EROHREE

The Directors hereby presents their annual report and the
audited consolidated financial statements of Starlight Culture
Entertainment Group Limited (the “Company”) and its
subsidiaries (collectively the “Group”) for the year ended 31
December 2022.

PRINCIPAL ACTIVITIES

During the year and up to 31 December 2022, the company
and its subsidiaries (the “Group”) were involved in the following
principal activities:

° media and culture business

RESULTS

The results of the Group for the year ended 31 December 2022
are set out in the consolidated statement of profit or loss and
consolidated statement of comprehensive income on pages 64
to 65 of the annual report.

BUSINESS REVIEW

In recent years, the media business of the Group has been
affected by the COVID-19 pandemic which has spread all over
the world in the year of 2019. Delays in distribution, settlement
as well as receipt of income of TV drama and film investments of
the Company significantly and negatively affected the operating
results regarding these investments, which has been reducing
the amount of revenue and gross profit recognized for a few
years. The slow-down of business activities and postponement
of some of the film and TV drama projects developed by the
Group in prior years have impacted on the financial results of the
Group.

Revenue and gross profit from its media and culture business
for the year of 2022 was approximately HK$60.2 million and
HK$4.0 million respectively (2021: restated as revenue of
approximately HK$199.4 million and gross loss of approximately
HK$95.4 million). The recorded gross loss for last year (year
of 2021) was mainly attributable to the amount of amortization
recognized exceeded the revenue recognized from film
investments.
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The Group reported a net loss attributable to owners of the
Company of approximately HK$135.9 million for the year ended
31 December 2022 (2021: restated as approximately HK$399.3
million).

Basic loss per share for the year amounted to approximately
16.50 HK$ cents (2021: restated as approximately 48.48
HK$ cents). Net deficit of the Group were approximately
HK$330,537,000 (2021: restated as approximately
HK$189,035,000).

Key Risks Factors

The following section lists out the key risks and uncertainties
which the Group faces. It is a non-exhaustive list and there
may be other risks and uncertainties in addition to the key risks
factors outlined below. Besides, this report does not constitute a
recommendation or advice for anyone to invest in the securities
of the Company and investors are advised to make their own
judgment or consult their own investment advisors before
making any investment in the securities of the Company.

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

2. The impact of COVID-19 and the weakening in economic
and credit market conditions may continue to adversely
affect film boxing revenue and the profitability of our media
business.

S Risk regarding material uncertainties relating to events or
conditions that may cast significant doubt on the issuer’s
ability to continue as a going concern may be referred
to the Disclaimer of Opinion and Basis for Disclaimer
of Opinion of the Independent Auditor's Report in this
annual report, and the board’s response to the Basis for
Disclaimer of Opinion can be referred to Directors’ Report
in this annual report.
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Future development and important events
after the end of the financial year

Details of events after the reporting period has been disclosed in
note 36 to consolidated financial Statements of page 202 of this
report.

Environmental policies and performance

The Group is committed to the long term sustainability of the
environment and communities in which it operates. We are
aware that, minimizing the consumption of resources and
adoption of best environmental practices in the business
process of the Group to the extent practicable is our underlying
commitment to preserving and improving the environment.
Acting in an environmentally responsible manner, the Group
endeavours to comply with laws and regulations regarding
environmental protection and adopts effective measures to
achieve efficient use of resources, energy saving and waste
reduction. Green initiatives include recycling of used papers,
energy saving and water saving.

The 2022 environmental, social and governance report
(the “ESG Report”) which depicts the performance on the
sustainability of the Group are available in the “Investor
Relations” section of the website of the Company at
www.starlightcul.com.hk and on the website of Hong Kong
Exchanges and Clearing Limited at www.hkexnews.hk.

Relationship with suppliers, customers,
employees and other stakeholders

The Group understands the importance of maintaining a good
relationship with its suppliers, customers, employees and other
stakeholders to meet the Group’s medium and long-term goals.
The Company creates a framework for motivating staff and
a formal communication channel in order to maintain healthy
relationships with its employees and other stakeholders.
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Compliance with the relevant laws and
regulations

In relation to human resources, the Group is committed to
complying with the requirements of the ordinances relating to
disability, gender, family status and racial discrimination, as well
as the Employment Ordinance, the Minimum Wage Ordinance
and ordinances relating to occupational safety of employees of
the Group, so as to safeguard the interests and well-being of its
employees.

There is no reported case of non-compliance with relevant laws
and regulations in relation to the groups’media and culture, and
entertainment and gaming business.

SHARE CAPITAL

There was no movement in the authorised share capital of the
Company during the year. Details of the movement in the issued
share capital of the Company are set out in note 25 to the
consolidated financial statements.

RESERVES

Details of movements in reserves of the Group during the year
are set out in the consolidated statement of changes in equity on
pages 68 to 69 of the annual report.

DISTRIBUTABLE RESERVES OF THE
COMPANY

The Company had no distributable reserves at 31 December
2022 calculated under The Companies Act 1981 of Bermuda
(as amended). The Company’s share premium account, in the
amount of HK$556,778,000 at 31 December 2022 (2021:
HK$556,778,000) may be distributed in the form of fully paid
bonus shares.
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Under the Companies Act 1981 of Bermuda (as amended), the
contributed surplus account of the Company is available for
distribution. However, the Company cannot declare or pay a
dividend, or make a distribution out of contributed surplus if:

(@ it is, or would after the payment be, unable to pay its
liabilities as they become due; or

(b)  the realisable value of its assets would thereby be less than
the aggregate of its liabilities and its issued share capital
and share premium accounts.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, sales to the largest one and five largest
customers accounted for 81% and 100% respectively of the
total sales for the year. Purchases from the largest one and five
largest suppliers accounted for 66% and 100% respectively of
the total purchases for the year.

None of the directors, their associates or any shareholders of
the Company (which to the knowledge of the directors of the
Company own more than 5% of the Company’s share capital)
had any interest in the five largest suppliers or customers.

DIRECTOR’S INTERESTS IN
COMPETING BUSINESSES

During the year, none of the Directors of the Company is
interested in any business apart from the Company’s businesses
which compete or is likely to compete, either directly or indirectly
with businesses of the Company.

DIRECTORS

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

Chairman

Mr. Tang Liang
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Chief Executive Officer

Mr. Luo Lei

Executive Directors

Mr. Jing Xufeng (redesignated on 2 March 2023)
Mr. Chau Chit (Deputy Chairman)

Mr. Sang Kanggiao

Ms. Wu Xiaoli

Mr. Zhou Jingbo (resigned on 2 March 2023)

Independent Non-Executive Directors

Mr. Wong Wai Kwan
Mr. Michael Ngai Ming Tak
Mr. Wu Hongliang (appointed on 2 March 2023)

In accordance with Bye-laws 86(2), 87(1) and 87(2) of the
Company’s bye-laws, Mr. Tang Liang, Mr. Jing Xufeng, Mr.
Chau Chit and Mr. Wu Hongliang shall retire from office at the
forthcoming annual general meeting of the Company, and being
eligible to offer themselves for re-election at the forthcoming
annual general meeting of the Company.

None of the directors being eligible for re-election at the
forthcoming annual general meeting has a service contract with
the Company or any of its subsidiaries which is not determinable
by the Group within one year without payment of compensation
(other than statutory compensation).

INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company has received, from each of the Independent Non-
executive Directors an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company
considers that all of the Independent Non-executive Directors
are independent.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2022, the interests or short positions of the
Directors and Chief Executive of the Company in the shares,
underlying shares and debentures of the Company or any
associated corporation (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO”)) which were disclosed
to the Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”), or as recorded in the register required to
be kept under Section 352 of the SFO or as otherwise notified
to the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors of Listed
Issuers (“Model Code”) set out in the Appendix 10 to the Rules
Governing the Listing of Securities on the Stock Exchange (“the
Listing Rules”) were as follows:

Ordinary shares of HK$0.1 each of the
Company (Long positions)
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Approximate

Number of ordinary percentage

shares held of issued

Name of Director personal interests share capital
FEEAERZZ weRTREZ

ESuR SEREE BB oL
Mr. Sang Kanggiao ZEERE 13,629,500 1.65%
Mr. Chau Chit BE&E 49,693,600 6.03%

Save as disclosed above, as at 31 December 2022, none of
the Directors nor the Chief Executive of the Company nor their
associates had any interest or short position in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
SFO) which were required to be disclosed to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO or as recorded in the register required to be kept by the
Company pursuant to Section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant to
the Model Code.

Starlight Culture Entertainment Group Limited
ANNUAL REPORT 2022

MREXFRIREEN R_BE__F#+_A=+—
H BEARNDESATETHRAEAREZHE
ATREAABDREFEAEREZE (E&ERES A
E1EBIEXVE) 2 RMD - HBEARMRESTEEIR
BESERPERAEXVBZHTRSDBRE AR
BEFTARNB KRB Ha R A RABIREES &
HERGIFEI2KRBFEE 2B R MRIRIEELEST
BIZABITHEARNB RBRT 2 A REm A o



DIRECTORS’ INTEREST IN CONTRACTS
OF SIGNIFICANCE

No contract of significance in relation to the Group’s business (as
defined in the Listing Rules) to which the Company or any of its
subsidiaries was a party and in which a director of the Company
had a material interest, whether directly or indirectly, subsisted at
the end of the year or at any time during the year of 2022.

PERMITTED INDEMNITY PROVISION

The Bye-laws of the Company provide that each Director,
secretary or other officer of the Company shall be indemnified
and secured harmless out of the assets and profits of the
Company from and against all actions, costs, charges, losses,
damages and expenses which any of them may incur or sustain
in or about the execution of the duties in their respective offices.
The Company has taken out and maintained appropriate
insurance to cover potential legal actions against its Directors.

The above provision for the benefit of the Directors is currently in
force and was in force throughout the year.

SHARE OPTION SCHEME

The Company adopted a share option scheme on 3 August
2022 (“Share Option Scheme”). No options have been granted
under the Share Option Scheme since its adoption.

DIRECTOR’S RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Save as the Share Option Scheme of the Company, at no time
during the year was the Company or any of its subsidiaries
a party to any arrangements to enable the directors of the
Company to acquire benefits by means of the acquisition of
shares in, or debentures of, the Company or any other body
corporate.
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INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS

As at 31 December 2022, so far as was known to the Directors
and the Chief Executive of the Company, the following persons
(other than any director and chief executive of the Company)
who had interests or short positions in the shares and underlying
shares of the Company which would fall to be disclosed to the

FERRZEDRRE

RN_E - _F+_B=+—H MAERBDEERE
BITHRABSMA UTAL (ZRBEERAESERE
EITBRAERRIN RARAE 215 KRABRERMD 5
BERBEBEHSERPEEMEXNVEF2RIDIBZIEX
MARARABRE ERdKE  WiREES R
B4 HI5E336K BRAABDFEZELMATLHZ

Company under the provisions of Divisions 2 and 3 of Part XV
of the SFO, or as recorded in the register to be kept by the
Company under Section 336 of the SFO, or as otherwise notified
to the Company and the Stock Exchange:

WA .
&2).% .

BoIRE  ABITHEERE R

B A2 PR 2 e e B

Approximate

percentage
Number of of issued
ordinary share capital of
Name of shareholder Capacity shares held the Company
BEATERT
RRER, A g1 Fris&@ie® B AL TS
(Note 1)
(Mg5E1)
Timcha Investment Limited Beneficial owner (note 2) 181,513,514 (L) 22.04%
(BB EBRRE) (‘Formerly
known as CICFH Innovation
Investment Limited”)
REKERRLT BaHEB A (H5E2)
(TAT#ECICFH Innovation
Investment Limited 1)
Iz ERERERAD Interest of corporation controlled 181,513,514 (L) 22.04%
by you (note 2)
BTG EEER (H5E2)
ARB IR ERERRAR Interest of corporation controlled 181,513,514 (L) 22.04%
by you (note 2)
BT ERIREE#ER ([EE2)
RN ENEEEEEERAE Interest of corporation controlled 181,513,514 (L) 22.04%
by you (note 2)
BTG EEER (F5E2)
Mega Start Limited Beneficial owner (note 3) 49,693,600 (L) 6.03%
BmEA A (EE3)
Chau Chit Interest of corporation controlled 49,693,600 (L) 6.03%
by you (note 3)
A& BTG EEER (TEE3)
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Notes:
(L) All the shares are long positions.

1. The percentages are calculated based on the total number of
issued shares of the Company of 823,564,799 shares as at 31
December 2022.

2. The entire issued share capital of Timcha Investment Limited
(“Formerly known as CICFH Innovation Investment Limited”) is
wholly and beneficially owned by I[2E2EXCEREERAE,
which is owned as to 34.97% by SIS IR AIZREARA
3], which is wholly and beneficially owned by ST FERH 8 &
EIEHRAF]. By virtue of the Securities and Futures Ordinance,
AREBEXEEERRAR, IRBIRZAELERRA
5] and JIERMEMIREEEIERRAT are deemed to be
interested in all the shares in which Timcha Investment Limited is
interested under the SFO.

3. The entire issued share capital of Mega Start Limited is wholly and
beneficially owned by Mr. Chau Chit. By virtue of the Securities
and Futures Ordinance, Mr. Chau Chit is deemed to be interested
in the 49,693,600 shares of the Company.

Save as disclosed above, the Company had not been notified
and is not aware of any other persons who had an interest
or a short position in the shares and underlying shares of the
Company as recorded in the register required to be kept by
the Company pursuant to section 336 of the SFO as at 31
December 2022.

CONVERTIBLE SECURITIES,
WARRANTS OR SIMILAR RIGHTS

The Company had no outstanding convertible securities,
warrants or other similar rights as at 31 December 2022
and there has been no exercise of any convertible securities,
warrants or similar rights during the year.

RELATED PARTY TRANSACTIONS

Related party transactions entered into for the year are set out in
note 31 to the consolidated financial statements.
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EMOLUMENT POLICY

The emolument policy of the employees of the Group is based
on their merits, qualifications and competence.

The emoluments of the directors of the Company are decided
by the Remuneration Committee, upon considering the Group’s
operating results, individual performance and comparable
market statistics.

The Company has adopted the Share Option Scheme as an
incentive to directors and eligible employees.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s Bye-laws, or the laws of Bermuda, which would
oblige the Company to offer new shares on a pro-rata basis to
existing shareholders.

PURCHASE, SALE OR REDEMPTION OF
THE COMPANY LISTED SECURITIES

During the year ended 31 December 2022, neither the Company
nor any of its subsidiaries has purchase sold or redeemed any of
the Company’s listed securities.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to and within
the knowledge of the Directors, it is confirmed that there is a
sufficient public float of the issued share capital of the Company
throughout the year ended 31 December 2022.

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

Following is the changes in the information of Directors since
the date of the 2022 Interim Report of the Company, which
are required to be disclosed pursuant to Rule 13.51B(1) of the
Listing Rules:
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Mr. Luo Lei, the CEO and an executive Director of the Company,
is entitled to an annual remuneration of HK$2,800,000 effective
from the year of 2021 which are determined by the Board with
reference to his duties and responsibilities and the market rate
for the position.

Mr. Chau Chit, an executive Director of the Company, agreed to
reduce the monthly director’s fee to HK$100,000 for the period
from 1 April 2022 to 31 December 2022.

CORPORATE GOVERNANCE

The Board recognises the importance of maintaining a high
standard of corporate governance with an aim to protect the
interests of shareholders. A report on the principal corporate
governance practices adopted by the Company is set out on
pages 21 to 36 of the annual report.

AUDIT COMMITTEE

The Audit Committee has reviewed the consolidated financial
statements of the Group for the year ended 31 December 2022.

AUDITORS

Ernst & Young (“EY”) has resigned as the auditor of the
Company with effect from 31 December 2022. According to
the EY Letter, in reaching a conclusion on resignation as auditor
of the Company, EY has taken into consideration a number
of factors, including the professional risk associated with the
audit, the level and timeliness of assistance from the Company,
the outstanding unpaid audit fees for year ended 31 December
2021 and EY'’s available internal resources in light of the current
work flows.

EY has confirmed that, except that EY has not commenced
any audit work for the 2022 audit, there are no other matters
connected to its resignation as the auditor of the Company that
need to be brought to the attention of the shareholders of the
Company. The Board and the audit committee of the Board have
confirmed that there is no disagreement between the Company
and EY in addition to those noted above and it is not aware of
any other matters in relation to EY’s resignation that need to be
brought to the attention of the shareholders of the Company.
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The Board upon the recommendation of the Audit Committee
proposed the appointment of Baker Tilly Hong Kong Limited
(“Baker Tilly”) as the new auditor of the Company to fill the
vacancy following the resignation of EY, which come into effect
upon the passing of an ordinary resolution by the shareholders of
the Company at the special general meeting held on 9 February
2023.

Baker Tilly will retire at the conclusion of the forthcoming annual
general meeting (“AGM”) and being eligible, offer themselves for
re-appointment at the AGM. A resolution for the re-appointment
of Baker Tilly as auditor of the Company will be proposed at the
forthcoming AGM.

Independent Auditor’s Report on the
Company’s Consolidated Financial Statements
for the year ended 31 December 2022

As disclosed in sections headed “Basis for Disclaimer of
Opinion” and “Disclaimer of Opinion” in independent auditor’s
report contained on pages 59 to 63 of this report, the
auditor of the Company did not express an audit opinion on
the consolidated financial statements of the Group for the
year ended 31 December 2022 as the Group incurred net
loss of HK$135,197,000 for the year ended 31 December
2022. As at 31 December 2022, the Group had net current
liabilities and net liabilities of approximately HK$641,870,000
and HK$330,537,000 respectively. As at 31 December
2022, the Group defaulted on repayment of certain interest-
bearing borrowings and film investment loans (including those
classified as financial liabilities at fair value through profit or
loss and derivative financial liabilities) with principal amounts of
HK$166,712,000, and have a further interest-bearing borrowings
and film investment loans (including those classified as financial
liabilities at fair value through profit or loss and derivative
financial liabilities) with principal amounts of HK$411,000,000,
which were repayable within one year. These borrowings and
film investment loans of HK$577,712,000 in total exceed the
Group’s cash and cash equivalents of HK$79,420,000 as at 31
December 2022.
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The Board’s response to the Auditor’s Opinion

In regard to the matters described in the section headed “Basis
for Disclaimer of Opinion” in the Independent Auditor’s Report,
the Board would like to take this opportunity to provide the
Board’s response and other relevant information, as well as
measures taken or to be taken by management of the Company
for information purpose.

The Board’s response to the basis for
disclaimer of opinion

The directors of the Company (the “Directors”) have been
undertaking measures to improve the Group’s liquidity and
financial position, which are set out in note 2 to the consolidated
financial statements.

The Directors have given careful consideration to the future
liquidity and performance of the Group and its available sources
of finance in assessing whether the Group will have sufficient
financial resources to continue as a going concern. The following
plans and measures are formulated to mitigate the liquidity
pressure, to improve the financial position of the Group, and to
remediate the overdue repayments to the lenders:

(@ The Group has been actively negotiating with all of the
lenders for renewal and extension for repayments of the
overdue borrowings. Subsequent to end of the reporting
period, the Group entered into extension agreements with
lenders of borrowings and film investment loans (including
financial liabilities at fair value through profit or loss and
derivative financial liabilities) with principal amounts of
HK$123,150,000 to extend the repayment due date to
June 2024.

(b) The Group has also been negotiating with various
financiers and potential investors of the film industry to
secure new sources of finance and identifying various
options for financing the Group’s working capital and
commitments in the foreseeable future. The Directors
believe that, considering the Group’s track record of fim
investments and relationship with famous film directors, the
Group will be able to obtain new financing.
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(c)  The Group will continue to take active measures to control
costs and prioritise film investments expenditures so as to
improve the Group’s cashflows.

PROPOSED AMENDMENTS TO THE
MEMORANDUM AND ARTICLES OF
ASSOCIATION

The Board proposes to amend the existing memorandum
and articles of association (“Memorandum and Articles of
Association”) of the Company and to adopt an amended
and restated memorandum and articles of association of
the Company (“Proposed Amendments”) in order to (i) bring
the Memorandum and Articles of Association in line with the
amended Appendix 3 to the Listing Rules which came into effect
on 1 January 2022; (i) expressly provide for the co-chairmen
arrangement on the Board; (iii) provide the Company with more
flexibility and provide Shareholders with the option of attending
general meetings through electronic means; and (iv) incorporate
certain housekeeping amendments.

The Proposed Amendments are subject to the approval of the
Shareholders by way of a special resolution at the forthcoming
annual general meeting, and will become effective upon the
approval by the Shareholders at the annual general meeting.

A circular of the annual general meeting containing, among other
matters, details of the Proposed Amendments, together with a
notice of the annual general meeting will be despatched to the
Shareholders in due course.

On behalf of the Board

Mr. Tang Liang
Chairman

Hong Kong

30 June 2023
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INDEPENDENT AUDITOR’S REPORT

To the shareholders of Starlight Culture Entertainment
Group Limited
(Incorporated in Bermuda with limited liability)

DISCLAIMER OF OPINION

We were engaged to audit the consolidated financial
statements of Starlight Culture Entertainment Group Limited
(the “Company”) and its subsidiaries (the “Group”) set out on
pages 64 to 203, which comprise the consolidated statement of
financial position as at 31 December 2022, and the consolidated
statement of profit or loss, the consolidated statement of
comprehensive income, the consolidated statement of changes
in equity and the consolidated statement of cash flows for
the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting
policies.

We do not express an opinion on the consolidated financial
statements of the Group. Because of the significance of
matters described in the “Basis for Disclaimer of Opinion”
section of our report, we have not been able to obtain sufficient
appropriate audit evidence to support the use of going concern
basis and therefore to provide a basis for an audit opinion on
these consolidated financial statements. In all other respects,
in our opinion, the consolidated financial statements have
been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.
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BASIS FOR DISCLAIMER OF OPINION

As set out in note 2.1 to the consolidated financial statements,
the Group incurred net loss of HK$135,197,000 for the year
ended 31 December 2022. As at 31 December 2022, the Group
had net current liabilities and net liabilities of approximately
HK$641,870,000 and HK$330,537,000 respectively. As at 31
December 2022, the Group defaulted on repayment of certain
interest-bearing borrowings and film investment loans (including
those classified as financial liabilities at fair value through profit or
loss and derivative financial liabilities) with principal amounts of
HK$166,712,000, and have a further interest-bearing borrowings
and film investment loans (including those classified as financial
liabilities at fair value through profit or loss and derivative
financial liabilities) with principal amounts of HK$411,000,000,
which were repayable within one year. These borrowings and
film investment loans of HK$577,712,000 in total exceed the
Group’s cash and cash equivalents of HK$79,420,000 as at 31
December 2022.

The directors of the Company (the “Directors”) have prepared
a cashflow forecast covering eighteen months ending 30 June
2024 for the Group’s going concern assessment (the “Cashflow
Forecast”). The validity of the going concern assumption on
which these consolidated financial statements have been
prepared depends on the outcome of the measures to improve
the Group’s liquidity and financial position, including whether
() new sources of finance will be obtained to support the
Group’s operating and financing cash outflows; (i) re-financing
or extensions will be obtained for the Group’s existing interest-
bearing borrowings and film investment loans (including those
classified as financial liabilities at fair value through profit or loss
and derivative financial liabilities); and (iii) the implementation
of the Group’s cost control strategies on its selling, distribution
and administrative costs and film investment expenditures could
reduce the cash outflows of the Group. However, we have not
been provided with sufficient supporting information of the key
assumptions and inputs adopted in the Cashflow Forecast,
including documents or evidence relating to potential renewal
and extension for repayments of the existing borrowings and
loans and potential new sources of finance.
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INDEPENDENT AUDITOR’S REPORT

BASIS FOR DISCLAIMER OF OPINION

(continueq)

In view of the above, we were not able to obtain sufficient
appropriate audit evidence to satisfy ourselves about the
appropriateness of the use of the going concern basis of
accounting in the preparation of the consolidated financial
statements. Should the Group be unable to operate as a going
concern, adjustments would have to be made to write down of
the Group’s assets to their realisable amounts, to provide for any
further liabilities which might arise, and to reclassify non-current
assets and non-current liabilities as current assets and current
liabilities respectively. The effects of these adjustments have not
been reflected in these consolidated financial statements.

Other matter

The consolidated financial statements of the Group for the
year ended 31 December 2021 were audited by another
independent auditor who expressed a disclaimer of opinion on
those consolidated financial statements on 21 June 2022 due to
significance of the matter leading on multiple uncertainties of the
Group’s going concern.
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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 Hong Kong Financial Reporting Standards
(“HKFRSs”) issued by the Hong Kong Institute of Certified Public
Accountants (“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.
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INDEPENDENT AUDITOR’S REPORT

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

Our responsibility is to conduct an audit of the Group’s
consolidated financial statements in accordance with Hong Kong
Standards on Auditing issued by the HKICPA and to issue an
auditor’s report. Our report is made solely to you, as a body,
in accordance with section 90 of the Bermuda Companies
Act 1981, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for
the contents of this report. However, because of the matters
described in the “Basis for Disclaimer of Opinion” section of
our report, we were not able to obtain sufficient appropriate
audit evidence to provide a basis for an audit opinion on these
consolidated financial statements.

We are independent of the Group in accordance with the
HKICPA’s Code of Ethics for Professional Accountants (the
“Code”), and we have fulfilled our other ethical responsibilities in
accordance with the Code.

The engagement director on the audit resulting in this
independent auditor’s report is Gao Yajun.

Baker Tilly Hong Kong Limited
Certified Public Accountants

Hong Kong, 30 June 2023

Gao Yajun

Practising certificate number: PO6391

B ZHETER S

ZEETMB RS M B RRAKIE
ZBE

ZPNEERRETSBEEAMAEGHMGZEESE
stEAERZ BEREEZESHMBRT LHAZH
MRS -HPARBERE-—NAN—FQFE%F90
o Em BT (FRERER RS BRILLUN REH
AR - HABAREREZABTRAEFEMAL
BEHAEET-AM HREREFERERZ
BE | —HRAzEE AAREESTEEEZEN
BRERENZSRGHBRRIEHBELERESR

BPARBEERGSH M AGZEXGMERTR
(PRI B E&E ZAPAEERTRIET
Az HMBEREE

HEXBUZBMESHNEZREEEFESHE

o

ABEAEHNEEMRERAT
HETED

EH _EBE_=F,xB=+H
S E

HEZEZ4RIE - P06391

EAXCRKEERFRAR
“ECCEER

63



64

CONSOLIDATED STATEMENT OF PROFIT OR LOSS

mAEmR

For the year ended 31 December 2022 &iZE —_ 2" "F+_F=+—HILFE

2022 2021
g T —F
Note HK$’000 HK$’000
M= F&T TFAET
(Restated)
(#REH)
REVENUE e 5 60,247 199,403
Cost of sales THE MK (56,219) (294,778)
Gross profit/(loss) EH, (8) 4,028 (95,375)
Other income and gains =R PN 5 6,239 3,135
Selling and distribution expenses ~ $HE KD iR (13,842) (17,636)
Administrative expenses TEREX (27,784) (35,149)
Loss on disposal of subsidiaries EEMBABEE = (26,810)
Impairment of financial and EMEEHNEEREB
contract assets, net FEB 6 (43,523) (54,087)
Impairment of film investments BRYRERE 6 (11,738) (80,223)
Reversal of impairment/(impairment) FE17 3118 ~ H fth F& S =0 I8 K
of prepayments, other receivables ~ E & Z #iE
and other assets #m CRlE) 6 2,709 (153,118)
Changes in fair value of financial STRNTEEHEE
and derivative financial liabilities N EES) 6 (6,148) 83,751
Finance costs RRE R A 7 (27,271) (14,987)
Other expenses Hafasz (14,409) (24,365)
LOSS BEFORE TAX PRI AIES I8 6 (131,739) (414,864)
Income tax (expense)/credit Friei FIx) % 10 (3,458) 15,550
LOSS FOR THE YEAR FEREE (135,197) (399,314)
Attributable to: MR AR, :
— Owners of the parent —SJREEE A (135,867) (399,264)
— Non-controlling interests — R ER 670 (50)
(135,197) (399,314)
LOSS PER SHARE BARERESEREA
ATTRIBUTABLE TO ORDINARY FE{4L B iE518
EQUITY HOLDERS OF THE
PARENT 12
Basic and diluted B RKi#E
— For loss for the year (HK$ cents) —&EREFIE GEL) (16.50) (48.48)
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
trEZEB@mR

For the year ended 31 December 2022 B ZE —_ZE _"F+_F=+—HILFE

2022 2021
—E-F T —F
HK$’000 HK$’000
FHExT FET
(Restated)
(FR B H)
LOSS FOR THE YEAR FAEE (135,197) (399,314)
OTHER COMPREHENSIVE Hth2m (5518 W
(LOSS)/INCOME
Other comprehensive (loss)/income that HE B AIpfcEH DIEEERZ
may be reclassified to profit or loss in Hthz2m §HR) IWE
subsequent periods:
- Exchange differences on translation of —RIEINEFRELEZERERE>
foreign operations, net of nil tax NFEERIE (6,305) 8,694
OTHER COMPREHENSIVE (LOSS)/ SR EMME2ME (85518 kE &)
INCOME FOR THE YEAR,
NET OF TAX (6,305) 8,694
TOTAL COMPREHENSIVE LOSS FREEGHRAHE
FOR THE YEAR (141,502) (390,620)
Attributable to: UF AN LREG
— Owners of the parent —8BREHEEA (142,168) (390,564)
— Non-controlling interests — IR 666 (56)
(141,502) (890,620)
BRI EEARAF

B _FEFR
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

maMBIRRR

As*at’31 December 2022 R = £ F=-H=:-F—H

2022 2021
g T —F
Note HK$’000 HK$’000
M 5E F&T TFAET
(Restated)
(#REH)
NON-CURRENT ASSETS ERBEE
Property, plant and equipment M ME K& E 13 885 1,720
Right-of-use assets FREEE 14 1,631 4,191
Prepayments, other receivables FETRIE N EEWEIE K
and other assets HM&EE 17 297,224 233,602
Investment in films, television B hERME R
programs and program rights BB R R E 19 11,718 11,700
Total non-current assets EMBIE EARE 311,458 251,213
CURRENT ASSETS TRENEE
Trade receivables B 5 WIS 16 4,054 34,510
Prepayments, other receivables FETFRIE ~ H fhFE SR IE K
and other assets Hm&EE 17 102,701 108,276
Contract assets HBNEE 18 3,135 28,451
Investment in films, television B NERME R
programs and program rights &1 B iR E 19 65,954 133,537
Cash and cash equivalents B RIS HEER 20 79,420 175,638
Total current assets MEEELE 255,264 480,412
CURRENT LIABILITIES bk /A= R
Other payables and accruals Hih e IE R B & E 21 210,515 163,615
Contract liabilities ==L 22 64,499 112,840
Interest-bearing bank and FEBITREMEEUR
other borrowings and film BEEREER
investment loans 23 379,553 391,056
Derivative financial liabilities TEEMas 23 13,808 16,140
Financial liabilities at fair value BAFEFAEBGRDN
through profit or loss G =N 24 184,351 192,023
Amount due to a shareholder et —2 BB FIE 31 1,132 1,227
Lease liabilities HEaE 14 1,715 2,653
Tax payable FE{TIRIE 41,561 39,266
Total current liabilities RENE BAEEE 897,134 918,820
NET CURRENT LIABILITIES BB RIPEE (641,870) (438,408)

Starlight Culture Entertainment Group Limited
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
A MBRIRR

As at 31 December 2022 R_E__F+_B=+—H
2022 2021
—EZCF T —F
Note HK$’000 HK$'000
B 5% F&T TFAET
(Restated)
(FR B H)
TOTAL ASSETS LESS CURRENT A& E R RENaE
LIABILITIES (330,412) (187,195)
NON-CURRENT LIABILITY JEmENEE
Lease liabilities HESE 14 125 1,840
Net liabilities BEFHE (330,537) (189,035)
EQUITY 1
Share capital &N 25 82,356 82,356
Reserves i 27 (412,540) (270,372)
Equity attributable to BATERE ABLER
owners of the parent (330,184) (188,016)
Non-controlling interests FEFERR (353) (1,019
Net deficit BS54t R ER (330,537) (189,035)
Tang Liang Chau Chit
B> BE
Chairman Director
FE EE
ERX bR EmERAR
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

BAERBHR

For the year ended 31 December 2022 &iZE —_ 2" "F+_F=+—HILFE

Attributable to owners of the parent

BAGRE AR
Capital Statutory Non-
Share Share  redemption reserve Exchange Accumulated controlling
capital premium* reserve* fund* reserve* losses* Sub-total interests Total
BFEE
BE  RiVEE =1 Y VN - F ER G 47 It R At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TER TR TER TER T TR TET TR
(note 25) (note 27) (note 27)
(By3£25) (izk27) (izk27)
At 1 January 2021 RZZ2_—-F-F—-H 82,356 556,778 1,564 5,000 4,106 (447,256) 202,648 (25,973) 176,575
Loss for the year (As restated) FREE ) - - - - - (399,264) (399,264) (50) (399,314)
Other comprehensive income for the  ERE M2 EUZ :
year.
Exchange differences on translation & BN EREEZ
of foreign operations, net of niltax ~ EREEE MBTRE
(As restated) (&=E5) - - - - 8,700 - 8,700 ©) 8,694
Total comprehensive income/(loss) ~ ER2EUE / (B518)
for the year (As restated) 18 (157 S = = - 8,700 (399264)  (390,564) (56)  (390,620)
Disposal of subsidiaries HEHBAR - - - - - - - 25,010 25,010
At 31 December 2021 (As restated) RW_ZF_—&F+”A=+—H
(%7 82,356 556,778 1,564 5,000 12,806 (846520)  (188,016) (1,019 (189,035

Starlight Culture Entertainment Group Limited
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

=
4

BEmEER

For the year ended 31 December 2022 B ZE —_ZE _"F+_F=+—HILFE

Attributable to owners of the parent

BATEA AR
Capital Statutory Non-
Share Share  redemption reserve Exchange Accumulated controlling
capital premium* reserve* fund* reserve* losses* Sub-total interests Total
BXRE
BE  BRiVEE e EEARE  ERfE  BHER Mt EERED Bt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TiEn TE FHr TEn FHEn TEn TEn TR TEn
(note 25) (note 27) (note 27)
(By3£25) (iizE27) (Iizt7)
At 1 January 2022 RIEZZ5-A-H 82,356 556,778 1,664 5,000 12,806 (846,520) (188,016 (1,019 (189,035)
Loss for the year FRER - - - - - (135,867) (135,867) 670 (135,197)
Other comprehensive loss EREMPERE
for the year:
Exchange differences on translation & BN EREEZ
of foreign operations, net of niltax ~ EREE > MBTRE - - - - (6,301) - (6,301) @) (6,305)
Total comprehensive loss for the year ER2EESEEE - - - - (6,301) (135,867) (142,168) 666 (141,502)
At 31 December 2022 RZEZZ#+ZRA=+-H 82,356 556,778 1,664 5,000 6,505 (982,387 (330,184) (353) (330,537

These reserve accounts comprise the consolidated other reserves

of negative balances of HK$412,540,000 (2021 (restated):
HK$270,372,000) in the consolidated statement of financial

position.

*

EERBEREBRSVHERRE TGS EMEH

BB AER412,540,0008 T (T2 - —

270,372,000 7T) °

F\EY) :

EAXCRKEERFRAR

— — —

—_——

FER
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CONSOLIDATED STATEMENT OF CASH FLOWS
mAaRERER

For the year ended 31 December 2022 &iZE —_ 2" "F+_F=+—HILFE

2022 2021
g T —F
Note HK$’000 HK$’000
M= F&T TFAET
(Restated)
(#REH)
CASH FLOWS FROM REEBZRERE
OPERATING ACTIVITIES
Loss before tax BRI AR IR (131,739) (414,864)
Adjustments for: BT IEHE .
— Finance costs — BN A 7 27,271 14,987
— Bank interest income —IRITFEUWA 5 - (53)
— Gain on waiver of loan interest —HRRENH B2 W 5 - (2,504)
— Loss on disposal of items of —HEME -BEX
property, plant and equipment REEE 2B = 101
— Gain on disposal of items of —HEFREEEZ NG
right-of-use assets = (51)
— Loss on disposal of subsidiaries —EEBMBAT ZEE 6 - 26,810
— Fair value losses/(gains), net: —AFERE (W)
HEE
Derivative financial liabilities mETmAas 6 (2,363) (1,901)
Financial liabilities measured at BATEFAEBRZ
fair value through profit or loss THEE 6 8,511 (81,850)
— Depreciation of property, plant — ¥ BE R REITE
and equipment 6 858 836
— Depreciation of right-of-use —(FRREERNE
assets 6 2,560 2,851
— Amortisation of prepaid — T &R #H
expenditures - 1,475
— Impairment of financial and —THRRENEERE
contract assets, net FER 6 43,523 54,087
— Impairment of film investments —BERERE 6 11,738 80,223
— (Reversal of impairment)/ —FENRIE S EMEWERIE
impairment of prepayments, REMEE (RE
other receivables and other R S RE
assets 6 (2,709) 153,118
(42,350) (166,735)
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CONSOLIDATED STATEMENT OF CASH FLOWS
nv'F Iﬁﬁ;ﬁiﬁ

For the year ended 31 December 2022 B ZE —_ZE _"F+_F=+—HILFE

2022 2021
g T —F
Note HK$’000 HK$’000
B 5% F&T TFAET
(Restated)
(FR B H)
Changes in investment in films, BY MBRMEKREERE
television programs and program &R E &) P EE
rights, net 55,827 279,028
Decrease in trade receivables B 5 FE U RIS D 3,781 61,013
Increase in prepayments, other ERE - EtERRIERE
receivables and other assets fhE E A (55,338) (91,187)
Increase/(decrease) in other HAh T s IE K e =+ & g
payables and accruals /Gl 13,511 (18,553)
Decrease/(increase) in contract BREERL (8N
assets 8,468 (14,863)
(Decrease)/increase in contract a8 E R /1Em
liabilities (48,341) 75,415
Cash (used in)/generated from (& %32 (FRA) /FRiE8Z
operations HE (64,442) 124,118
Income taxes (paid)/refunded (B) REFTER (1,163) 636
Net cash flows (used in)/ KEEW (FRA) FR82Z
generated from HEREPEE
operating activities (65,605) 124,754
CASH FLOWS FROM INVESTING REEHEZHERE
ACTIVITIES
Purchases of items of property, BEYE BERKXEEEB
plant and equipment 13 (17) (866)
Net cash outflows in respect of BEEWBATZ
disposal of subsidiaries REmRE 358 29 - (7)
Interest received BUWH & - 53
Net cash flows used in BARIREERHZ
investing activities F&nE3EE (17) (820)

BN R ERBRAR 7|
B _FEFR
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CONSOLIDATED STATEMENT OF CASH FLOWS

n\7|'\ Iﬁﬁ ;)tlf E 1%

For the year ended 31 December 2022 &iZE —_ 2" "F+_F=+—HILFE

2022 2021
g T —F
Note HK$’000 HK$’000
B 5% F&T TFAET
(Restated)
(#REH)
CASH FLOWS FROM MEEBZRERE
FINANCING ACTIVITIES
Repayment of promissory notes BEARZE = (1,000)
Proceeds from film investors RBBEREENPFIERIE - 31,824
New bank loans and other MIBTTEMRAEMEEUR
borrowings and film investment ER/NBEEREER
loans raised - 89,140
Repayment of bank loans and BEREBTERREMEEN
other borrowings and film KRBEEEER
investment loans (10,057) (208,957)
Repayment of financial liabilites at  EEZ AFEFTABZNS
fair value through profit or loss =R (16,446) -
Principal portion of lease payments A& B A £ 205 (2,653) (2,734)
Interest element of lease payments  FH & {4 AIF B 24 (183) (298)
Net cash flows used in financing AR RIZEEFEZ2HREREF
activities i (29,339) (92,025)
NET (DECREASE)/INCREASE HERFAEEEIER
IN CASH AND CASH L) 1S hNREE
EQUIVALENTS (94,961) 31,909
Cash and cash equivalents at F#ZREKRRESLEIER
beginning of year 175,638 142,844
Effect of foreign exchange rate EXE MR E B
changes, net (1,257) 885
Cash and cash equivalents at FXRZIRERAESEEIER
end of year 79,420 175,638
ANALYSIS OF BALANCES RERREEEEA
OF CASH AND CASH EER DR
EQUIVALENTS
Cash and bank balances BEKMIRTTHE R 20 79,420 175,638

Starlight Culture Entertainment Group Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

CORPORATE AND GROUP
INFORMATION

Starlight Culture Entertainment Group Limited (the
“Company”) was incorporated in Bermuda as an exempted
company with limited liability and its shares are listed on
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The address of the registered office and
principal place of business of the Company is changed
from Room 2001, 20/F., 118 Connaught Road West, Hong
Kong to Room 1002, 10/F., China Huarong Tower, 60
Gloucester Road, Wanchai, Hong Kong with effect from 30
May 2023.

During the year and up to 31 December 2022, the
Company and its subsidiaries (the “Group”) were involved
in the media and culture business.

In the opinion of the directors of the Company (the
“Directors”), the single largest shareholder of the Company
is Timcha Investment Limited (“Timcha”), a company
wholly owned by JTE2EXEEBEBR AT (Jiangyin
Starlight Communications Co., Ltd.”), a limited company
incorporated in the People’s Republic of China (the “PRC”).
In the opinion of the Directors, as of 31 December 2022,
the Company had no single controlling shareholder.

= .AH
ARE

MR MIEE

31 December 2022 —_E - _F+_HB=+—H

QNEREBREH

EXXCIRBERBRAR (TAQAR) £ E
REAMRILIA —RERRERATRER
PREBHERZFBRAE (MK &
Mo ARRNBFMPERRTESEME 2 it
HHEBTHEMT1185E20122001EEF A
ERABFE T ECORTEER ANE 102
1002 B2 _=F A=+ HIEEMK-

REAFEEREE_Z-__F#+-RB=+—
H> ZRABRENBAR ((AEE) EEEE
R XAEEF o

FRBEF (EF) XA FRAZE—R
ARRARAKRERRAR (TFAL > —fEH
TREBEXCEREARAR (MPEAREMN
B (ThE) EMMRIINERRAE) 28%#A
ZRE) - BEEIXR BE_ZE__F+HA
=t+—H AAFUEEE IERRER-

BN R ERBRAR
B _FEFR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4R e MR R MY EE

31MDecember 2022 —=2 == = H=+—H

1. CORPORATE AND GROUP 1. ARREREH @

INFORMATION (continued)

B ATER

Information about subsidiaries

Particulars of the Company’s principal subsidiaries are as KRB ZEERBABFEBUWT !
follows:
Place of incorporation/  Issued ordinary shares/ Percentage of equity
Name registration and business registered capital attributable to the Company  Principal activities
28 HMEL BRkEEMY CRTLER ERES FATREMLRET AL TEEH
Direct Indirect
Ef ifES
Surin Development Limited British Virgin Islands (‘BVI")  US$1 ordinary share 100% - Investment holding
HEEUHS EERIET 100% - REER
(EBRELES))
Starry Ample Limited BVI US$1 ordinary share - 100%  Film investments
HEEUHS EERIET - 100% BRERE
Beautiful Asia Ltd. BVI US$1 ordinary share = 100%  Film investments
HEEUHS EERIET - 100% BREE
IREENEEERAE PRC HK$100,000,000 - 100%  Media and movie operations
(Jiangyin Xing Kong Culture registered capital
Media Limited)**
H X & 7100,000,0007 7% - 100% BEKEXER
Star Media Republic of Seychelles US$1 ordinary share - 100%  Film investments
International Limited
ETALNE BERIET - 100% BERE
Starlight Legend Investment Republic of Seychelles US$100 ordinary shares 100% - Investment holding
Limited
ETALNE EER100%ETT 100% - REER
Starlight Media Inc. United States of America US$1,000,000 ordinary shares - 100%  Media and movie operations
(USA"
ERRERE (FEE) Z48M81,000,000% 7T - 100% BEKEXER

Starlight Culture Entertainment Group Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1.

CORPORATE AND GROUP 1.

INFORMATION (continueq)

Place of incorporation/  Issued ordinary shares/

mE M BRI

31 December 2022 —_E - _F+_HB=+—H

ABIREEEH @

Percentage of equity

Name registration and business registered capital attributable to the Company Principal activities
niE ML Bk EENYE BRTEER EREE FATREMLRET AL TEEH
Direct Indirect
B iEES
Starlight Culture Entertainment  USA US$1,000 ordinary shares - 100%  Media and movie operations
Limited
E3E ZEK1,000%E 7T - 100% BEKEXER

* IREEEEERRAT (Jiangyin Xing Kong Culture
Media Limited) is registered as a wholly-foreign-owned
enterprise under PRC law.

i The English name of the entity registered in the PRC
represents the best efforts made by the management of the
Company to translate its Chinese name as the entity does
not have an official English name. The English translation of
the name is for identification purposes only.

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

* IREEXCEREAERABRBERBDERE

MR EEERE-

t%ﬂﬁ%%%%Ig%gﬁif¥MYﬁ
NAEEBEEFEZEERDONERTWE
NBE - BHFRD> ﬁMAMWEATZﬁ%%
BRRBEBEN IR

BN R ERBRAR
B _FEFR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4R e MR R MY EE

31MDecember 2022 —=2 == = H=+—H

2.1.BASIS OF PREPARATION 21.RNEHE

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

Going concern assumption

The Group incurred net loss of HK$135,197,000 for the
year ended 31 December 2022. As at 31 December 2022,
the Group had net current liabilities and net liabilities of
HK$641,870,000 and HK$330,537,000 respectively. As
at 31 December 2022, the Group defaulted on repayment
of certain interest-bearing borrowings and film investment
loans (including those classified as financial liabilities at fair
value through profit or loss and derivative financial liabilities)
with principal amounts of HK$166,712,000, and have a
further interest-bearing borrowings and film investment
loans (including those classified as financial liabilities at
fair value through profit or loss and derivative financial
liabilities) with principal amount of HK$411,000,000 which
were repayable within one year. These borrowings and film
investment loans of HK$577,712,000 in total exceed the
Group’s cash and cash equivalents of HK$79,420,000 as
at 31 December 2022.

Starlight Culture Entertainment Group Limited
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FEEERR

AEBRBEE_E-__F+_-_H=+—H
EEEELEEIEFEE135,197,0008 o &
EER _E__EF+_B=+—HBHZah#
BEFEREBEFEDNA641,870,000
BT %330,537,000 T N _& -
+ZB=+—H KEBEXREEELES
166,712,000 B TN E T ERBERBEF K
EER (BEPEARATFESAEGZNE
HEERTETHEESE)  AEBLATS
411,000,000 Tl EEERBEFXKREER
(BEPBARATESAEZNEREE
RTEEmaEs) BN —FEREE 5B
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.1.BASIS OF PREPARATION (continueq)

Going concern assumption (continued)

In view of these circumstances, the Directors have
given careful consideration to the future liquidity and
performance of the Group and its available sources of
finance in assessing whether the Group will have sufficient
financial resources to continue as a going concern. The
following plans and measures are formulated to mitigate
the liquidity pressure, to improve the financial position of
the Group, and to remediate the overdue repayments to
the lenders:

(@)

The Group has been actively negotiating with all of
the lenders for renewal and extension for repayments
of the overdue borrowings. Subsequent to the end
of the reporting period, the Group entered into
extension agreements with lenders of borrowings
and film investment loans (including financial
liabilities at fair value through profit or loss and
derivative financial liabilities) with principal amounts of
HK$123,150,000 to extend the repayment due date
to June 2024.

The Group has also been negotiating with various
financiers and potential investors of the film industry
to secure new sources of finance and identifying
various options for financing the Group’s working
capital and commitments in the foreseeable future.
The Directors believe that, considering the Group’s
track record of film investments and relationship
with famous film directors, the Group will be able to
obtain new financing.

The Group will continue to take active measures
to control costs and prioritise film investments
expenditures so as to improve the Group’s
cashflows.

mE M BRI

31 December 2022 —_E - _F+_HB=+—H

21.GREE @

HEEER= ®

ERLaER e EEEERSHENE
REBCENTEEMBERK EFCER
ERAEBNRKABES RRRLURAF
BMHER - AEBEER ] T 558 KBk
UEBRBESBR I - AEEAEENTHNR
MR ABEATB R E R ETHE -

(@) HAEE—BHEBEAFMERBAMEEK
JEFREEAIEEETEm REHE
% REBEFAE%123,150,0008 T2
BERBEXREER (BERQATFES
ABHENEHREaERTESHERE) &
WE AT LR A7 U EREIE A
EEEZEENP o

b) FTEBET-—EHHRBEZETEARESKRE
HREEETEBUFIIHNRMERIR
RAAEBRAIRARKRNEET T RK
ERESEMERENR -ESR R
ENAERRNBEREZFECHKA
NaBRERZMGE SEBRFENE
SHBRE-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4R e MR R MY EE

31MDecember 2022 —=2 == = H=+—H

2.1.BASIS OF PREPARATION (continueq) 21GNEE ¢

Going concern assumption (continued)

The Directors have reviewed the Group’s cash flow
forecast prepared by management which covers a period
of eighteen months from the end of the reporting period.
They are of the opinion that, taking into account the
above-mentioned plans and measures, the Group will have
sufficient working capital to finance its operations and
meet its financial obligations as and when they fall due in
the foreseeable future. Accordingly, the Directors believe
that it is appropriate to prepare the consolidated financial
statements of the Group for the year ended 31 December
2022 on a going concern basis.

Notwithstanding the above, material uncertainties exist
as to whether the Group is able to achieve its plans
and measures as described above which incorporate
assumptions about future events and conditions that are
subject to inherent uncertainties. Whether the Group will
be able to continue as a going concern for a period of
eighteen months from the reporting date would depend
upon the following:

(@) New sources of finance will be obtained to support
the Group’s operating and financing cash flows;

(b) Re-financing or extensions will be obtained for the
Group’s existing borrowings and film investment
loans (including those classified as financial liabilities
at fair value through profit or loss and derivative
financial liabilities); and

(c) The Group’s cost control strategies on its selling,
distribution and administrative costs and film
investment expenditures will be implemented
effectively.

Starlight Culture Entertainment Group Limited
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2.1.BASIS OF PREPARATION (continueq)

Going concern assumption (continued)

Should the Group be unable to achieve the above
mentioned plans and measures, it might not be able to
continue to operate as a going concern, and adjustments
may have to be made to write down the carrying values
of assets to their recoverable amounts, to provide for any
further liabilities that might arise, and to reclassify non-
current assets and non-current liabilities as current assets
and current liabilities respectively. The effects of these
adjustments have not been reflected in the consolidated
financial statements.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Group for the year ended 31 December
2022. A subsidiary is an entity (including a structured
entity), directly or indirectly, controlled by the Company.
Control is achieved when the Group is exposed, or has
rights, to variable returns from its involvement with the
investee and has the ability to affect those returns through
its power over the investee (i.e. existing rights that give the
Group the current ability to direct the relevant activities of
the investee).

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

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

(b) rights arising from other contractual arrangements;
and

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

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

mE M BRI

31 December 2022 —_E - _F+_HB=+—H

21.GREE @
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4R e MR R MY EE

31MDecember 2022 —=2 == = H=+—H

2.1.BASIS OF PREPARATION (continueq) 21GNEE ¢

Basis of consolidation (continuea)

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

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

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

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

In preparing the consolidated financial statements for
the year ended 31 December 2022, the Group had
identified prior year errors resulting from omission of
receipt transactions of a bank account held by the Group
which were not properly recorded in the previously issued
consolidated financial statements for the year ended 31
December 2021. These include refund of prepayments,
settlement of previously impaired trade receivables
and contract assets, refund of over-accrued operating
expenses and advance from customers for potential film
investments. Consequently, the amounts presented in the
Group’s consolidated financial statements in respect of
the year ended 31 December 2021 have been restated to
correct the errors identified.

Summaries of the effect of the restatements due to
correction of prior year errors as explained above, on the
Group’s consolidated financial statements for the year
ended 31 December 2021 are as follows:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
wr e SRR MYEE
31 December 2022 - "F+_"HF=+—H

2.2.PRIOR YEAR ADJUSTMENTS (continves) 2.2 BIEFEERE »

()  Effect of restatements on the Group’s consolidated () HEEEHEZZ-_—F+A=+—
statement of profit or loss for the year ended 31 HIEFEZGEERRNETZE .

December 2021:

As
previously Prior year
reported adjustments As restated
BEZR BEFERE wE=5|
HK$'000 HK$'000 HK$'000
FHET FTAET FTAT
Revenue Wz 199,386 17 199,403
Cost of sales HEME (294,778) - (294,778)
Gross loss £ (95,392) 17 (95,375)
Other income and gains HA Ktz 3,135 = 3,135
Seling and distribution expenses HERDHASZ (17,674) 38 (17,636)
Administrative expenses THRES (35,149) - (35,149)
Loss on disposal of subsidiaries EENBABEE (26,810) - (26,810)
Impairment of financial and EREENEERE
contract assets, net A (55,229) 1,142 (54,087)
Impairment of film investments EFRERE (80,223) = (80,223)
Impairment of prepayments, other BEATIE EfERIER
receivables and other assets HthEERE (153,184) 66 (153,118)
Changes in fair value of financial and ~ &BRITESREE
derivative financial liabilities NEEES) 83,751 = 83,751
Finance costs MERK (14,987) - (14,987)
Other expenses Hithfa% (24,927) 562 (24,365)
LLOSS BEFORE TAX PriRAIES IR (416,689) 1,825 (414,864)
Income tax credit FERESR 15,550 - 15,550
LOSS FOR THE YEAR FRLSE (401,139) 1,825 (399,314)
Attributable to: BT AL :
— Owners of the parent - BREEEA (401,089) 1,825 (399,264)
- Non-controlling interests — FEERR S (50) = (50)
(401,139) 1,825 (399,314)
LOSS PER SHARE ATTRIBUTABLE /A7 & iFii
TO ORDINARY EQUITY HOLDERS  #5%5 AEf5SiRASIE
OF THE PARENT
Basic and diluted HixRigHE
— For loss for the year — FREE B
(HK$ cents) (48.70) 0.22 (48.48)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.2.PRIOR YEAR ADJUSTMENTS (continueq)

(i)

Effect of restatements on the Group’s consolidated
statement of comprehensive income for the year
ended 31 December 2021:

= A
i 3

MR MIEE

31 December 2022 —_E - _F+_HB=+—H

22 BEFERE »

iy HEAEEHEE_Z-_—F+ZH=+—
FEetEWaRNENFE

BLEFEZ

2 -

=

As
previously Prior year
reported adjustments As restated
BEER BEFERE wE=5|
HK$'000 HK$'000 HK$'000
FHET FHET FTAT
LOSS FOR THE YEAR FRER (401,139) 1,825 (399,314)
OTHER COMPREHENSIVE INCOME £ fth 2l &
Other comprehensive income that may H& MBI EEHDEE
be reclassified to profit or loss in BazHM2ENE !
subsequent periods:
- Exchange differences on translation of — RIEINEREE
foreign operations, net of nil tax EREE NRSHIE 8,687 7 8,694
OTHER COMPREHENSIVE INCOME FRE 2 @ik (%)
FOR THE YEAR, NET OF TAX 8,687 7 8,694
TOTAL COMPREHENSIVE LOSS FOR &/ 2 Eif518 4848
THE YEAR (392,452) 1,832 (390,620)
Attributable to: WAL :
— Owners of the parent - BREEEA (392,396) 1,832 (390,564)
- Non-controlling interests — JEERR S (56) = (56)
(392,452) 1,832 (390,620)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
wr e SRR MYEE
31 December 2022 - "F+_"HF=+—H

2.2.PRIOR YEAR ADJUSTMENTS (continves) 2.2 BIEFEERE »

(i)  Effect of restatements on the Group’s consolidated (il HEAEEHEZZ-_—F+A=1+—
statement of cash flows for the year ended 31 HEFEZGRERERERNETF
December 2021: =L

As
previously Prior year
reported adjustments As restated
BEER BEFERE e
HK$'000 HK$'000 HK$'000
TAT FTAET FHT
CASH FLOWS FROM OPERATING REE¥BEZREHE
ACTIVITIES
Loss before tax BRI RIES IR (416,689) 1,825 (414,864)
Adjustments for: BTHIRIBHE
- Finance costs — MEME 14,987 - 14,087
- Bank interest income — RITFI EWA (53) - (53)
— Gain on waiver of loan interest — BREERFE 2 Wa (2,504) = (2,504)
- Loss on disposal of items of — HEVME BEARESE
property, plant and equipment Bz B 101 - 101
- Gain on disposal of items of right- ~ — HEFRREEZ W
of-use assets (51) - (51)
- Loss on disposal of subsidiaries — RENBRBZEE 26,810 - 26,810
— Fair value gains, net: —BRTEBZWE
B
- Derivative financial liabilities —TEemeE (1,901) = (1,901)
- Financial liabilities measured at far ~— — AT EFAETRZ
value through profit or loss THER (81,850) = (81,850)
- Depreciation of property, plantand ~ — ¥ % BRERRERE
equipment 836 = 836
- Depreciation of right-of-use assets ~ — EREEERTE 2,851 = 2,851
- Amortisation of prepaid — BREREH
expenditures 1,475 - 1,475
— Impairment of financial and contract — LR ANEERE F
assets, net 4] 55,229 (1,142) 54,087
~ Impairment of fim investments — BREREAE 80,223 - 80,223
- Impairment of prepayments, other ~ — TBTZIE  Et1EWN RIS
receivables and other assets MEMEERE 153,184 (66) 153,118

(167,352) 617 (166,735)

84 Starlight Culture Entertainment Group Limited
ANNUAL REPORT 2022



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.2.PRIOR YEAR ADJUSTMENTS (continueq)

)

Effect of restatements on the Group’s consolidated

= A
i 3

MR MIEE

31 December 2022 —_E - _F+_HB=+—H

22 BEFERE »

iy HEERHE_Z_—F+-HB=+—

statement of cash flows for the year ended 31 HEFEZGRERERERNETF
December 2021: (continued) Z: (&
As
previously Prior year
reported adjustments As restated
BEER BAFERAE e
HK$'000 HK$'000 HK$'000
TAT FAT FHET
Changes in investment in films, television & & % B8 &1 B & &1 B iR i 1%
programs and program rights, net BEE) 35 279,028 - 279,028
Decrease in trade receivables BZEWEIER D 60,665 348 61,013
Increase in prepayments, other FEARIE EfERSERA
receivables and other assets & EZm (99,835) 8,648 (91,187)
Decrease in other payables and accruals Efth & {1 ZIE R FEst B R/ (19,666) 1,113 (18,553)
Increase in contract assets BHBEEEM (14,863) - (14,863)
Increase in contract liabilities EEEkE 67,615 7,800 75,415
Cash generated from operations ~ REEEEEZHE 105,592 18,626 124,118
Income taxes refunded BRIEMER 636 - 636
Net cash flows generated from REGKEERZREREPHE
operating activities 106,228 18,526 124,754
CASH FLOWS FROM INVESTING & E¥B2REHRE
ACTIVITIES
Purchases of items of property, EEYE BEKREEER
plant and equipment (866) - (866)
Consideration received from disposal of REM B AT EWAE
subsidiaries (7) - (7)
Interest received =gl 53 - 53
Net cash flows used in investing ~ FARIREEBRZHEREFE
activities (820) - (820)
CASH FLOWS FROM FINANCING ~ BiE¥BZREHE
ACTIVITIES
Repayment of promissory notes BEERRER (1,000) - (1,000)
Proceeds from film investors REEFREENFEIIE 31,824 = 31,824
New bank loans and other borrowings ~ ¥iETE AR EMEEURE
and film investment loans raised BHNEFREER 89,140 = 89,140
Repayment of bank loans and other ~ BERITERREMBEEUR
borrowings and film investment loans ~ BEREEM (208,957) - (208,957)
Principal portion of lease payments HENRNAEHD (2,734) = (2,734)
Interest element of lease payments HENTF EHD (298) = (298)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= A
i 3

AR R MIEE

31MDecember 2022 —=2 == = H=+—H

2.2.PRIOR YEAR ADJUSTMENTS (continueq)

)

Effect of restatements on the Group’s consolidated
statement of cash flows for the year ended 31

22 BEFERE »

iy HEEFEHRE_Z_—F+-B=+—
BEFFEZEERERERNET

December 2021: (continued) Z: (&
As
previously Prior year
reported adjustments As restated
BEEZR BEFERE wE5|
HK$'000 HK$'000 HK$'000
FHET FET FET

Net cash flows used in financing ~ FARBBEEBEZHEREFHE

activities (92,025) - (92,025)
NET INCREASE IN CASH AND CASH R&RR& S EEREMFHE

EQUIVALENTS 13,383 18,526 31,909
Cash and cash equivalents at ENzRERAEEEER

beginning of year 142,844 = 142,844
Effect of foreign exchange rate EXEHNTE FH

changes, net 878 7 885
Cash and cash equivalents at FRzRAERAEEEER

end of year 157,105 18,533 175,638
ANALYSIS OF BALANCES OF CASH Hi&Ri&E{EIERER A

AND CASH EQUIVALENTS
Cash and bank balances ReRRITHER 157,105 18,533 175,638
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.2.PRIOR YEAR ADJUSTMENTS (continueq)

(iv)

Effect of restatements on the Group’s consolidated

= A
i 3

MR MIEE

31 December 2022 —_E - _F+_HB=+—H

22 BEFERE »
vy HAERHE_E_—F+_-_H=+—

statement of financial position as at 31 December HEFEZGREMBRIERNETS &
2021: %= ;
As
previously Prior year
reported adjustments As restated
BEER BEFERE e
HK$'000 HK$'000 HK$'000
TAT FAT FAT
NON-CURRENT ASSETS ERBEE
Property, plant and equipment #)% - i = K& 2 1 1,720 - 1,720
Right-of-use assets FRAREE 4,191 = 4,191
Prepayments, other receivables 817718 ~ E At FE UK FR I8
and other assets R EHME E 242,250 (8,648) 233,602
Investment in films, television EF &KEBEREHEK
programs and program rights &1 B KR iE& & 11,700 - 11,700
Total non-current assets JERENE ERE 259,861 (8,648) 251,213
CURRENT ASSETS RBEE
Trade receivables 8 5 WIS 33,650 860 34,510
Prepayments, other receivables 817718 ~ E At FE UK FR I8
and other assets REMEE 108,276 - 108,276
Contract assets BHEE 28,451 = 28,451
Investment in films, television ~ BE & BHREE K
programs and program rights &1 B KRIEE & 133,537 - 133,537
Cash and cash equivalents BERIESHEIER 157,105 18,533 175,638
Total current assets MENE ERE 461,019 19,393 480,412
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4= A H

i 3

AR R MIEE

31MDecember 2022 —=2 == = H=+—H

2.2.PRIOR YEAR ADJUSTMENTS (continves) 2.2.3B1FFEHE »

(iv)

Effect of restatements on the Group’s consolidated vy, HAERHE_E_—F+_-_B=+—
statement of financial position as at 31 December HEFEZGREMBRIERNET &
2021: (continued) 2 (F
As
previously Prior year
reported adjustments As restated
BEER BEFERE KE5|
HK$'000 HK$'000 HK$'000
FAT TAT TAT
CURRENT LIABILITIES mENB R
Other payables and accruals ~ EthETIERK
fEStE 162,502 1,113 163,615
Contract liabilities =Y Op=L 105,040 7,800 112,840
Interest-bearing bank and FFEBTRAEAMEEL
other borrowings and film REF ﬁ,\,am
investment loans 391,056 - 391,056
Derivative financial liabilities mEEmas 16,140 - 16,140
Financial liabilities at fair value A FEst ABmH
through profit or loss SREE 192,023 - 192,023
Amount due to a shareholder — FE{—4 B3 EE =R 18 1,227 = 1,207
Lease liabilities HEaE 2,653 - 2,653
Tax payable FESIRIE 39,266 - 39,266
Total current liabilities mEN B RAEEE 909,907 8,913 918,820
NET CURRENT LIABILITIES hiB)&(&3%E (448,888) 10,480 (438,408)
TOTAL ASSETS LESS wEERTHEME
CURRENT LIABILITIES (189,027) 1,832 (187,195)

NON-CURRENT LIABILITY JEGEh&afE

Lease liabilities HEaE 1,840 = 1,840
Net liabilities B(EFEE (190,867) 1,832 (189,035)
EQUITY W=

Share capital [N 82,356 = 82,356
Reserves G (272,204) 1,832 (270,372)

Equity attributable to owners B2 E##H A (L

of the parent (189,848) 1,832 (188,016)
Non-controlling interests JEVERR I (1,019) - (1,019)
Net deficit B4 (190,867) 1,832 (189,035)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.3.CHANGES IN ACCOUNTING
POLICIES AND DISCLOSURES

The Group has adopted the following revised HKFRSs for
the first time for the current year’s consolidated financial

statements:

Amendments to HKFRS 3

Amendments to HKAS 16

Amendments to HKAS 37

Annual Improvements to
HKFRSs 2018-2020

Reference to the Conceptual Framework

Property, Plant and Equjpment:
Proceeds before Intended Use

Onerous Contracts - Cost of Fulfiling a
Contract

Amendments to HKFRS 1, HKFRS 9,
Mustrative Examples accompanying
HKFRS 16, and HKAS 41

The adoption of the above revised HKFRSs has had no
material effect on the Group’s results and financial position
for the current or prior periods prepared or presented.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
in e M TE IR R MYEE
31 December 2022 _ B __F+_H=+—H

2.4.ISSUED BUT NOT YET EFFECTIVE

HONG KONG FINANCIAL
REPORTING STANDARDS

The Group has not applied the following new and revised
HKFRSs, that have been issued but are not yet effective, in
these consolidated financial statements.

Amendments to HKFRS Sale or Contribution of Assets
10 and HKAS 28 between an Investor and its
(2011) Associate or Joint Veenture®

Amendments to HKFRS Lease Liability in a Sale and
16 Leaseback?
HKFRS 17 Insurance Contracts’

Amendments to HKFRS /nsurance Contracts™®
17
Amendment to HKFRS  Initial Application of HKFRS 17
17 and HKFRS 9 — Comparative
Information®

Amendments to HKAS 1 Classification of Liabilities as
Current or Non-current (the
2020 Amendments’)?#
Amendments to HKAS 1 Non-current Liabilities with
Covenants (the “2022
Amendments”)?
Amendments to HKAS 1 Disclosure of Accounting
and HKFRS Practice Policies’
Statement 2

Amendments to HKAS 8 Definition of Accounting
Estimates’

Deferred Tax related to Assets
and Liabilities arising from a
Single Transaction’

Amendments to
HKAS 12

Starlight Culture Entertainment Group Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

! Effective for annual periods beginning on or after 1 January

2023

2 Effective for annual periods beginning on or after 1 January
2024

e No mandatory effective date yet determined but available

for adoption

4 As a consequence of the 2022 Amendments, the effective
date of the 2020 Amendments was deferred to annual
periods beginning on or after 1 January 2024. In addition,
as a consequence of the 2020 Amendments and 2022
Amendments, Hong Kong Interpretation 5 Presentation of
Financial Statements — Classification by the Borrower of a
Term Loan that Contains a Repayment on Demand Clause,
was revised to align the corresponding wording with no
change in conclusion

S As a consequence of the amendments to HKFRS 17 issued
in October 2020, HKFRS 4 was amended to extend the
temporary exemption that permits insurers to apply HKAS
39 rather than HKFRS 9 for annual periods beginning
before 1 January 2023

© An entity that chooses to apply the transition option relating
to the classification overlay set out in this amendment shall
apply it on initial application of HKFRS 17

The Group is in the process of making an assessment
of what the impact of these new and revised HKFRSs is
expected to be in the period of initial application. So far the
Group has concluded that the adoption of them is unlikely
to have a significant impact on the consolidated financial
statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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31MDecember 2022 —=2 == = H=+—H

2.5.SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

(a)

Fair value measurement

The Group measures its financial liabilities at fair
value through profit or loss and derivative financial
instruments at fair value at the end of each reporting
period. Fair value is the price that would be received
to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at
the measurement date. The fair value measurement
is based on the presumption that the transaction
to sell the asset or transfer the liability takes place
either in the principal market for the asset or liability,
or in the absence of a principal market, in the most
advantageous market for the asset or liability. The
principal or the most advantageous market must be
accessible by the Group. The fair value of an asset
or a liability is measured using the assumptions that
market participants would use when pricing the asset
or liability, assuming that market participants act in
their economic best interest.

A fair value measurement of a non-financial asset
takes into account a market participant’s ability to
generate economic benefits by using the asset in
its highest and best use or by selling it to another
market participant that would use the asset in its
highest and best use.

The Group uses valuation techniques that are
appropriate in the circumstances and for which
sufficient data are available to measure fair value,
maximising the use of relevant observable inputs and
minimising the use of unobservable inputs.

Starlight Culture Entertainment Group Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.5.SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continueq)

(a)

Fair value measurement (continued)

All assets and liabilities for which fair value is
measured or disclosed in the consolidated financial
statements are categorised within the fair value
hierarchy, described as follows, based on the
lowest level input that is significant to the fair value
measurement as a whole:

Level 1 - based on quoted prices (unadjusted)
in active markets for identical assets
or liabilities

based on valuation techniques
for which the lowest level input
that is significant to the fair value
measurement is observable, either
directly or indirectly

based on valuation techniques
for which the lowest level input
that is significant to the fair value
measurement is unobservable

Level 2 -

Level 3 -

For assets and liabilities that are recognised in the
consolidated financial statements on a recurring
basis, the Group determines whether transfers
have occurred between levels in the hierarchy by
reassessing categorisation (based on the lowest level
input that is significant to the fair value measurement
as a whole) at the end of each reporting period.
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2.5.SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continueq)

(b) Impairment of non-financial assets

Where an indication of impairment exists, or when
annual impairment testing for an asset is required
(other than contract assets, deferred tax assets and
financial assets), the asset’s recoverable amount
is estimated. An asset’s recoverable amount is the
higher of the asset’s or cash-generating unit’s value-
in-use and its fair value less costs of disposal, and
is determined for an individual asset, unless the
asset does not generate cash inflows that are largely
independent of those from other assets or groups
of assets, in which case the recoverable amount is
determined for the cash-generating unit to which
the asset belongs. In testing a cash-generating unit
for impairment, a portion of the carrying amount of
a corporate asset (e.g., a headquarters building) is
allocated to an individual cash-generating unit if it
can be allocated on a reasonable and consistent
basis or, otherwise, to the smallest group of cash-
generating units.

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount.
In assessing value-in-use, the estimated future cash
flows are discounted to their present value using a
pre-tax discount rate that reflects current market
assessments of the time value of money and the
risks specific to the asset. An impairment loss is
charged to the consolidated statement of profit or
loss in the period in which it arises in those expense
categories consistent with the function of the
impaired asset.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.5.SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continueq)

(b) Impairment of non-financial assets

(continueq)

An assessment is made at the end of each reporting
period as to whether there is an indication that
previously recognised impairment losses may
no longer exist or may have decreased. If such
an indication exists, the recoverable amount is
estimated. A previously recognised impairment loss
of an asset other than goodwill is reversed only if
there has been a change in the estimates used to
determine the recoverable amount of that asset,
but not to an amount higher than the carrying
amount that would have been determined (net of
any depreciation/amortisation) had no impairment
loss been recognised for the asset in prior years. A
reversal of such an impairment loss is credited to the
consolidated statement of profit or loss in the period
in which it arises.

Related parties

A party is considered to be related to the Group if:

(@)  the party is a person or a close member of that
person’s family and that person:

(i) has control or joint control over the
Group;

(i) has significant influence over the Group;
or

(i) is a member of the key management
personnel of the Group or of a parent of
the Group;
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2.5.SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continueq)

(c) Related parties (continuea)

or

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

M

(i)

)

(iv)

(vi)

(vii)

(vill)

the entity and the Group are members of
the same group;

one entity is an associate or joint venture
of the other entity (or of a parent,
subsidiary or fellow subsidiary of the
other entity);

the entity and the Group are joint
ventures of the same third party;

one entity is a joint venture of a third
entity and the other entity is an associate
of the third entity;

the entity is a post-employment benefit
plan for the benefit of employees of either
the Group or an entity related to the
Group;

the entity is controlled or jointly controlled
by a person identified in (a);

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

the entity, or any member of a group
of which it is a part, provides key
management personnel services to the
Group or to the parent of the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2.5.SUMMARY OF SIGNIFICANT 25.FETEHEHE »

ACCOUNTING POLICIES (continueq)

(d) Property, plant and equipment and d) ME-BERSZBURITE

depreciation

Property, plant and equipment are stated at cost
less accumulated depreciation and any impairment
losses. The cost of an item of property, plant and
equipment comprises its purchase price and any
directly attributable costs of bringing the asset to its
working condition and location for its intended use.

Expenditure incurred after items of property, plant
and equipment have been put into operation, such
as repairs and maintenance, is normally charged to
the consolidated statement of profit or loss in the
period in which it is incurred. In situations where the
recognition criteria are satisfied, the expenditure for a
major inspection is capitalised in the carrying amount
of the asset as a replacement. Where significant
parts of property, plant and equipment are required
to be replaced at intervals, the Group recognises
such parts as individual assets with specific useful
lives and depreciates them accordingly.

Depreciation is calculated on the straight-line basis
to write off the cost of each item of property, plant
and equipment to its residual value over its estimated
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useful life. The principal annual rates used for this ELEEMT :

purpose are as follows:

Furniture and fixtures 25% R REE 25%

Office equipment 25% MNERE 25%

Motor vehicles 30% AE 30%

Leasehold improvements Over the remaining HEYEREE TR HE AR
lease terms
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2.5.SUMMARY OF SIGNIFICANT 25.FETHEHE »

ACCOUNTING POLICIES (continueq)

(d) Property, plant and equipment and d) ME- -BERZBURITE @

depreciation (continuead)

Where parts of an item of property, plant and
equipment have different useful lives, the cost of
that item is allocated on a reasonable basis among
the parts and each part is depreciated separately.
Residual values, useful lives and the depreciation
method are reviewed, and adjusted if appropriate, at
least at each financial year end.

An item of property, plant and equipment
including any significant part initially recognised
is derecognised upon disposal or when no future
economic benefits are expected from its use or
disposal. Any gain or loss on disposal or retirement
recognised in the consolidated statement of profit
or loss in the year the asset is derecognised is the
difference between the net sales proceeds and the
carrying amount of the relevant asset.

Investment in films, television
programs and program rights

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

For films and television programs produced by the
Group, capitalised costs include all direct production
costs, production overheads and capitalised
interest. Costs of program rights comprise fees
paid and payable under agreements, direct costs/
expenses incurred during the production of films,
and fees for the reproduction and/or distribution
of films. Production overheads include allocated
costs of individuals or departments with exclusive or
significant responsibility for production of fims and
excludes printing and advertising costs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.5.SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continueq)

(e)

Investment in films, television
programs and program rights (continuea)

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

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

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

ACCOUNTING POLICIES (continueq)

()

Leases

The Group assesses at contract inception whether
a contract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveys the right to
control the use of an identified asset for a period of
time in exchange for consideration.

Group as a lessee

The Group applies a single recognition and
measurement approach for all leases, except for
short-term leases and leases of low-value assets.
The Group recognises lease liabilities to make lease
payments and right-of-use assets representing the
right to use the underlying assets.

(@) Right-of-use assets
Right-of-use assets are recognised at the
commencement date of the lease (that is
the date the underlying asset is available for
use). Right-of-use assets are measured at
cost, less any accumulated depreciation and
any impairment losses, and adjusted for any
remeasurement of lease liabilities. The cost
of right-of-use assets includes the amount of
lease liabilities recognised, initial direct costs
incurred, and lease payments made at or
before the commencement date less any lease
incentives received. Right-of-use assets are
depreciated on a straight-line basis over the
shorter of the lease terms and the estimated
useful lives of the assets as follows:
Buildings 2-8 years
If ownership of the leased asset transfers to
the Group by the end of the lease term or the
cost reflects the exercise of a purchase option,
depreciation is calculated using the estimated
useful life of the asset.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.5.SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continueq)

(f) Leases (continuea)

Group as a lessee (continued)

(b)

Lease liabilities

Lease liabilities are recognised at the
commencement date of the lease at the
present value of lease payments to be made
over the lease term. The lease payments
include fixed payments (including in-substance
fixed payments) less any lease incentives
receivable, variable lease payments that
depend on an index or a rate, and amounts
expected to be paid under residual value
guarantees. The lease payments also
include the exercise price of a purchase
option reasonably certain to be exercised
by the Group and payments of penalties for
termination of a lease, if the lease term reflects
the Group exercising the option to terminate
the lease. The variable lease payments that
do not depend on an index or a rate are
recognised as an expense in the period in
which the event or condition that triggers the
payment occurs.
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2.5.SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continueq)

(f) Leases (continuea)

Group as a lessee (continued)

(b)

(c)

Lease liabilities (continued)

In calculating the present value of lease
payments, the Group uses its incremental
borrowing rate at the lease commencement
date because the interest rate implicit in the
lease is not readily determinable. After the
commencement date, the amount of lease
liabilities is increased to reflect the accretion of
interest and reduced for the lease payments
made. In addition, the carrying amount of
lease liabilities is remeasured if there is a
modification, a change in the lease term, a
change in lease payments (e.g., a change to
future lease payments resulting from a change
in an index or rate) or a change in assessment
of an option to purchase the underlying asset.

Short-term leases and leases of low-value
assets

The Group applies the short-term lease
recognition exemption to its short-term
leases of office equipment (i.e., those leases
that have a lease term of 12 months or less
from the commencement date and do not
contain a purchase option). It also applies the
recognition exemption for leases of low-value
assets to leases of office equipment and laptop
computers that are considered to be of low
value. Lease payments on short-term leases
and leases of low-value assets are recognised
as an expense on a straight-line basis over the
lease term.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.5.SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continueq)

(9) Investments and other financial assets

()

Initial recognition and measurement

Financial assets are classified, at initial
recognition, as subsequently measured at
amortised cost, fair value through other
comprehensive income, and fair value through
profit or loss.

The classification of financial assets at initial
recognition depends on the financial asset’s
contractual cash flow characteristics and the
Group’s business model for managing them.
With the exception of trade receivables that do
not contain a significant financing component
or for which the Group has applied the practical
expedient of not adjusting the effect of a
significant financing component, the Group
initially measures a financial asset at its fair
value, plus in the case of a financial asset not
at fair value through profit or loss, transaction
costs. Trade receivables that do not contain a
significant financing component or for which
the Group has applied the practical expedient
are measured at the transaction price
determined under HKFRS 15 in accordance
with the policies set out for “Revenue
recognition” below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2.5.SUMMARY OF SIGNIFICANT 25. T EEHHEME @
ACCOUNTING POLICIES (continueq)
(9) Investments and other financial assets () KERHMEMEE @
(continueq)
() Initial recognition and measurement () PHEHEEREE &)
(continued)
In order for a financial asset to be classified REETHEERHEREANZA
and measured at amortised cost or fair value TESIAEMEZEW D ETSE
through other comprehensive income, it Ket& BEEAREARZNERER
needs to give rise to cash flows that are solely FEERENNE (MK Z G
payments of principal and interest (“SPPI") on ERAB) WRERE-WERE
the principal amount outstanding. Financial AR AZNAERFNENE
assets with cash flows that are not SPPI are MEE THAEFBEAWMA 9
classified and measured at fair value through BAFEFABEDERE
profit or loss, irrespective of the business
model.
The Group’s business model for managing AEEBTESTHEENEREL
financial assets refers to how it manages EHUMNEBHSMEEUESE
its financial assets in order to generate BERE EBEABTRERE
cash flows. The business model determines EERBRESHNRERE-HE
whether cash flows will result from collecting TMEE A MERE - REIHER
contractual cash flows, selling the financial KETHDERGFENETHREETS
assets, or both. Financial assets classified RUFEEMEERMBEEG4
and measured at amortised cost are held HeneAERNERELARTT
within a business model with the objective B MEAFESFAEMEZENE
to hold financial assets in order to collect ETHBERFIENEHREEDR
contractual cash flows, while financial assets FERUFEEMBEEREGHNRER
classified and measured at fair value through EAHEABENEREARNT
other comprehensive income are held within BollIFR LMEFEXARNTEDN
a business model with the objective of both ETRMEBEDERAFTESABGRE
holding to collect contractual cash flows and THfEKRETE-

selling. Financial assets which are not held
within the aforementioned business models are
classified and measured at fair value through
profit or loss.

All regular way purchases and sale of financial TREEZMBEBRREEERS
assets are recognised on the trade date, H B AEEARBEBEATHEZE
that is, the date that the Group commits EZHEDRB -BREBIEBANTS
to purchase or sell the asset. Regular way FRAHIER —MRMBENRRAR
purchases or sales are purchases or sale of NEENEMEERBENHE -

financial assets that require delivery of assets
within the period generally established by
regulation or convention in the marketplace.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.5.SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continueq)

(9) Investments and other financial assets
(continueq)

(1)

(iff)

Subsequent measurement

The subsequent measurement of financial
assets depends on their classification as
follows:

Financial assets at amortised cost (debt
instruments)

Financial assets at amortised cost are
subsequently measured using the effective
interest method and are subject to impairment.
Gains and losses are recognised in the
consolidated statement of profit or loss
when the asset is derecognised, modified or
impaired.

Derecognition of financial assets

A financial asset (or, where applicable, a part
of a financial asset or part of a group of similar
financial assets) is primarily derecognised
(i.e., removed from the Group’s consolidated
statement of financial position) when:

° the rights to receive cash flows from the
asset have expired; or

° the Group has transferred its rights to
receive cash flows from the asset or
has assumed an obligation to pay the
received cash flows in full without material
delay to a third party under a “pass-
through” arrangement; and either (a) the
Group has transferred substantially all
the risks and rewards of the asset, or
(b) the Group has neither transferred nor
retained substantially all the risks and
rewards of the asset, but has transferred
control of the asset.

mE M BRI

31 December 2022 —_E - _F+_HB=+—H

25. FEFHBRME »

(0 RERHEMEMEE @

(i) #AEE

TREENRESEICRNED
2850

RIBHEAPHEZETHEE (R
I8)
RBHENAGEZESHREERR
ERABRMZEASFE LA TR
Be-HEERILRES ETRE
B R s kB RNGR G m R

50 ©

(iif) #ELEPESR Z i

TRMEE (RWBER =MEEH
h—MWoX—HENUEMEER
hER D) EEAE TIIBER T4
B EEFEENFEHBRRE
BER)

s HBHZEEWNRTRENE
MEEm 5 %

s FTEEEEHEHWEBXRBEZ
EENREERENER
EREHIE ZHmAE=
BAEEEE2HEXNNRIEA
BEEXNER W H@QEEER
EEEZEENERT DR
% Ko [B] #R > 5K (b) 2 5 B it %
BREUREXEERBAI
DA RER EEEREX
BEENESE-

s%

EAXCRKEERFRAR
“ECCEER

105



106

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ra M BHRRMEE

31MDecember 2022 —=2 == = H=+—H

2.5.SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continueq)

(9) Investments and other financial assets
(continueq)

(i) Derecognition of financial assets
(continued)

When the Group has transferred its rights
to receive cash flows from an asset or has
entered into a pass-through arrangement,
it evaluates if, and to what extent, it has
retained the risk and rewards of ownership of
the asset. When it has neither transferred nor
retained substantially all the risks and rewards
of the asset nor transferred control of the
asset, the Group continues to recognise the
transferred asset to the extent of the Group’s
continuing involvement. In that case, the Group
also recognises an associated liability. The
transferred asset and the associated liability are
measured on a basis that reflects the rights and
obligations that the Group has retained.

Continuing involvement that takes the form
of a guarantee over the transferred asset is
measured at the lower of the original carrying
amount of the asset and the maximum amount
of consideration that the Group could be
required to repay.

(h) Impairment of financial assets

The Group recognises an allowance for expected
credit losses (“ECLs”) for all debt instruments not
held at fair value through profit or loss. ECLs are
based on the difference between the contractual
cash flows due in accordance with the contract and
all the cash flows that the Group expects to receive,
discounted at an approximation of the original
effective interest rate. The expected cash flows will
include cash flows from the sale of collateral held or
other credit enhancements that are integral to the
contractual terms.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.5.SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continueq)

(h) Impairment of financial assets
(continueq)

()

General approach

ECLs are recognised in two stages. For credit
exposures for which there has not been a
significant increase in credit risk since initial
recognition, ECLs are provided for credit losses
that result from default events that are possible
within the next 12 months (a 12-month ECL).
For those credit exposures for which there has
been a significant increase in credit risk since
initial recognition, a loss allowance is required
for credit losses expected over the remaining
life of the exposure, irrespective of the timing of
the default (a lifetime ECL).

At each reporting date, the Group assesses
whether the credit risk on a financial instrument
has increased significantly since initial
recognition. When making the assessment, the
Group compares the risk of a default occurring
on the financial instrument as at the reporting
date with the risk of a default occurring on
the financial instrument as at the date of
initial recognition and considers reasonable
and supportable information that is available
without undue cost or effort, including historical
and forward-looking information. The Group
considers that there has been a significant
increase in credit risk when contractual
payments are more than 30 days past due.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ra M BHRRMEE

31MDecember 2022 —=2 == = H=+—H

2.5.SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continueq)

(h) Impairment of financial assets
(continueq)

()

General approach (continued)

The Group considers a financial asset in default
when contractual payments are 90 days past
due. However, in certain cases, the Group may
also consider a financial asset to be in default
when internal or external information indicates
that the Group is unlikely to receive the
outstanding contractual amounts in full before
taking into account any credit enhancements
held by the Group. A financial asset is written
off when there is no reasonable expectation of
recovering the contractual cash flows.

Financial assets at amortised cost are subject
to impairment under the general approach and
they are classified within the following stages
for measurement of ECLs except for trade
receivables and contract assets which apply
the simplified approach as detailed below.

Financial instruments for which
credit risk has not increased
significantly since initial
recognition and for which the
loss allowance is measured at
an amount equal to 12-month
ECLs

Financial instruments for
which credit risk has increased
significantly since initial
recognition but that are not
credit-impaired financial
assets and for which the loss
allowance is measured at an
amount equal to lifetime ECLs
Financial assets that are credit-
impaired at the reporting date
(but that are not purchased or
originated credit-impaired) and
for which the loss allowance is
measured at an amount equal
to lifetime ECLs

Stage 1 -

Stage 2 -

Stage 3 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.5.SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continueq)

(h) Impairment of financial assets
(continueq)

(1)

Simplified approach

For trade receivables and contract assets
that do not contain a significant financing
component or when the Group applies the
practical expedient of not adjusting the effect
of a significant financing component, the Group
applies the simplified approach in calculating
ECLs. Under the simplified approach, the
Group does not track changes in credit risk,
but instead recognises a loss allowance based
on lifetime ECLs at each reporting date. The
Group has established a provision matrix that
is based on its historical credit loss experience,
adjusted for forward-looking factors specific to
the debtors and the economic environment.

() Financial liabilities

()

Initial recognition and measurement

Financial liabilities are classified, at initial
recognition, as financial liabilities at fair value
through profit or loss, loans and borrowings,
payables, or as derivatives designated as
hedging instruments in an effective hedge, as
appropriate.

All financial liabilities are recognised initially
at fair value and, in the case of loans and
borrowings and payables, net of directly
attributable transaction costs.

The Group’s financial liabilities include other
payables, financial liabilities at fair value through
profit or loss, derivative financial liabilities,
amount due to a shareholder and interest-
bearing bank and other borrowings and film
investment loans.
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2.5.SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continueq)

(i)

Financial liabilities (continued)

(1)

Subsequent measurement

The subsequent measurement of financial
liabilities depends on their classification as
follows:

Financial liabilities at fair value through
profit or loss

Financial liabilities at fair value through profit or
loss include financial liabilities held for trading
and financial liabilities designated upon initial
recognition as at fair value through profit or
loss.

Financial liabilities are classified as held for
trading if they are incurred for the purpose
of repurchasing in the near term. This
category also includes derivative financial
instruments entered into by the Group that
are not designated as hedging instruments
in hedge relationships as defined by HKFRS
9. Separated embedded derivatives are also
classified as held for trading unless they are
designated as effective hedging instruments.
Gains or losses on liabilities held for trading
are recognised in the consolidated statement
of profit or loss. The net fair value gain or loss
recognised in the consolidated statement of
profit or loss does not include any interest
charged on these financial liabilities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.5.SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continueq)

() Financial liabilities (continuea)

(1)

Subsequem‘ measurement (continued)

Financial liabilities at fair value through
profit or loss (continued)

Financial liabilities designated upon initial
recognition as at fair value through profit or loss
are designated at the initial date of recognition,
and only if the criteria in HKFRS 9 are satisfied.
Gains or losses on liabilities designated at fair
value through profit or loss are recognised in
the consolidated statement of profit or loss,
except for the gains or losses arising from the
Group’s own credit risk which are presented
in other comprehensive income with no
subsequent reclassification to the consolidated
statement of profit or loss. The net fair value
gain or loss recognised in the consolidated
statement of profit or loss does not include any
interest charged on these financial liabilities.

Financial liabilities at amortised cost
(loans and borrowings)

After initial recognition, interest-bearing loans
and borrowings are subsequently measured
at amortised cost, using the effective interest
rate method unless the effect of discounting
would be immaterial, in which case they are
stated at cost. Gains and losses are recognised
in the consolidated statement of profit or loss
when the liabilities are derecognised as well as
through the effective interest rate amortisation
process.

Amortised cost is calculated by taking
into account any discount or premium on
acquisition and fees or costs that are an
integral part of the effective interest rate. The
effective interest rate amortisation is included in
finance costs in the consolidated statement of
profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2.5.SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continueq)

(i)

Financial liabilities (continued)

(itf)

(iv)

Derecognition of financial liabilities

A financial liability is derecognised when the
obligation under the liability is discharged or
cancelled, or expires.

When an existing financial liability is replaced by
another from the same lender on substantially
different terms, or the terms of an existing
liability are substantially modified, such an
exchange or modification is treated as a
derecognition of the original liability and a
recognition of a new liability, and the difference
between the respective carrying amounts is
recognised in the consolidated statement of
profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are
offset and the net amount is reported in the
consolidated statement of financial position
if there is a currently enforceable legal right
to offset the recognised amounts and there
is an intention to settle on a net basis, or
to realise the assets and settle the liabilities
simultaneously.

Starlight Culture Entertainment Group Limited
ANNUAL REPORT 2022

25. T EGEHRME @

(i) EHEE®
(i) AR EMEE

EERBETZEEBUEHEHE

EmE AR IEEREMARE-

EREEMEAEAKBER—&

ABBFRRBEABZE —E ™
BEWAE > HIRAFEE R

RIS BB EERRE
BRZRIEERIRTEREZER
RE MABAKRAEZEZBNES

Bm KPS -

(iv) #BHEZHMITR

HAEAEREMABRFECHER S
BB R RORRBIBMATRR] > B
FREBEGEER S HERERE
ENFEEG RMEREERETR
BREEEE TAEGSFHRIER

NERFEE



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.5.SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continueq)

()

Cash and cash equivalents

For the purpose of the consolidated statement of
cash flows, cash and cash equivalents comprise
cash on hand and demand deposits, and short term
highly liquid investments that are readily convertible
into known amounts of cash, are subject to an
insignificant risk of changes in value, and have a
short maturity of generally within three months when
acquired, less bank overdrafts which are repayable
on demand and form an integral part of the Group’s
cash management.

For the purpose of the consolidated statement
of financial position, cash and cash equivalents
comprise cash on hand and at banks, including term
deposits, and assets similar in nature to cash, which
are not restricted as to use.

Provisions

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

When the effect of discounting is material, the
amount recognised for a provision is the present
value at the end of the reporting period of the future
expenditures expected to be required to settle the
obligation. The increase in the discounted present
value amount arising from the passage of time
is included in finance costs in the consolidated
statement of profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ra M BHRRMEE

31MDecember 2022 —=2 == = H=+—H

2.5.SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continueq)

(1)

Income tax

Income tax comprises current and deferred tax.
Income tax relating to items recognised outside profit
or loss is recognised outside profit or loss, either in
other comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the
amount expected to be recovered from or paid to the
taxation authorities, based on tax rates (and tax laws)
that have been enacted or substantively enacted
by the end of the reporting period, taking into
consideration interpretations and practices prevailing
in the countries in which the Group operates.

Deferred tax is provided, using the liability method,
on all temporary differences at the end of the
reporting period between the tax bases of assets
and liabilities and their carrying amounts for financial
reporting purposes.

Deferred tax liabilities are recognised for all taxable
temporary differences, except:

° when the deferred tax liability arises from the
initial recognition of goodwill or an asset or
liability in a transaction that is not a business
combination and, at the time of the transaction,
affects neither the accounting profit nor taxable
profit or loss; and

° in respect of taxable temporary differences
associated with investments in subsidiaries,
when the timing of the reversal of the
temporary differences can be controlled and it
is probable that the temporary differences will
not reverse in the foreseeable future.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.5.SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continueq)

(1)

Income tax (continuea)

Deferred tax assets are recognised for all deductible
temporary differences, and the carryforward of
unused tax credits and any unused tax losses.
Deferred tax assets are recognised to the extent
that it is probable that taxable profit will be available
against which the deductible temporary differences,
and the carryforward of unused tax credits and
unused tax losses can be utilised, except:

° when the deferred tax asset relating to the
deductible temporary differences arises from
the initial recognition of an asset or liability in a
transaction that is not a business combination
and, at the time of the transaction, affects
neither the accounting profit nor taxable profit
or loss; and

° in respect of deductible temporary differences
associated with investments in subsidiaries and
deferred tax assets are only recognised to the
extent that it is probable that the temporary
differences will reverse in the foreseeable future
and taxable profit will be available against
which the temporary differences can be
utilised.

The carrying amount of deferred tax assets is
reviewed at the end of each reporting period and
reduced to the extent that it is no longer probable
that sufficient taxable profit will be available to allow
all or part of the deferred tax asset to be utilised.
Unrecognised deferred tax assets are reassessed at
the end of each reporting period and are recognised
to the extent that it has become probable that
sufficient taxable profit will be available to allow all or
part of the deferred tax asset to be recovered.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4R e MR R MY EE

31MDecember 2022 —=2 == = H=+—H

2.5.SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continueq)

(1)

Income tax (continuea)

Deferred tax assets and liabilities are measured at
the tax rates that are expected to apply to the period
when the asset is realised or the liability is settled,
based on tax rates (and tax laws) that have been
enacted or substantively enacted by the end of the
reporting period.

Deferred tax assets and deferred tax liabilities
are offset if and only if the Group has a legally
enforceable right to set off current tax assets and
current tax liabilities and the deferred tax assets and
deferred tax liabilities relate to income taxes levied
by the same taxation authority on either the same
taxable entity or different taxable entities which
intend either to settle current tax liabilities and assets
on a net basis, or to realise the assets and settle
the liabilities simultaneously, in each future period in
which significant amounts of deferred tax liabilities or
assets are expected to be settled or recovered.

Government grants

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

2.5.SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continueq)

(n) Revenue recognition

()

Revenue from contracts with
customers

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

When the consideration in a contract includes
a variable amount, the amount of consideration
is estimated to which the Group will be
entitled in exchange for transferring the goods
or services to the customer. The variable
consideration is estimated at contract inception
and constrained until it is highly probable that
a significant revenue reversal in the amount of
cumulative revenue recognised will not occur
when the associated uncertainty with the
variable consideration is subsequently resolved.

Revenue is recognised when the Group has
fulfiled the performance obligations stated
in the contracts, and when the Group has
transferred control over the promised services
or goods to the customer, on the following
basis:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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31MDecember 2022 —=2 == = H=+—H

2.5.SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continueq)

(n) Revenue recognition (continued)

(i)  Revenue from contracts with
customers (continued)

(a)

Revenue from films

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

(i) Revenue from other sources

(a)

Interest income

Interest income is recognised on an
accrual basis using the effective interest
method by applying the rate that exactly
discounts the estimated future cash
receipts over the expected life of the
financial instrument or a shorter period,
when appropriate, to the net carrying
amount of the financial asset.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.5.SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continueq)

(n)

(0)

Revenue recognition (continuea)

(i) Revenue from other sources
(continued)

(b) Dividend income
Dividend income is recognised when the
shareholders’ right to receive payment
has been established, it is probable
that the economic benefits associated
with the dividend will flow to the Group
and the amount of the dividend can be
measured reliably.

(c) Consulting service income
Consulting service income is recognised
when the related services are rendered.

Contract assets

A contract asset is the right to consideration in
exchange for goods or services transferred to the
customer. If the Group performs by transferring
goods or services to a customer before the
customer pays consideration or before payment is
due, a contract asset is recognised for the earned
consideration that is conditional. Contract assets are
subject to impairment assessment, details of which
are included in the accounting policies for impairment
of financial assets.

Contract liabilities

A contract liability is recognised when a payment is
received or the payment is due (whichever is earlier)
from a customer before the Group transfers the
related goods or services. Contract liabilities are
recognised as revenue when the Group performs
under the contract (i.e., transfers control of the
related goods or services to the customer).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ra M BHRRMEE

31MDecember 2022 —=2 == = H=+—H

2.5.SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continueq)

() Employee benefits

Pension scheme

The Group operates a defined contribution
Mandatory Provident Fund retirement benefit
scheme (the “MPF Scheme”) under the Mandatory
Provident Fund Schemes Ordinance for employees
in Hong Kong. Contributions are made based on a
percentage of the employees’ basic salaries and are
charged to the consolidated statement of profit or
loss as they become payable in accordance with the
rules of the MPF Scheme. The assets of the MPF
Scheme are held separately from those of the Group
in an independently administered fund.

The employees of the Group’s subsidiary which
operates in Mainland China are required to
participate in a central pension scheme operated
by the local municipal government. The subsidiary
is required to contribute certain percentage of its
payroll costs to the central pension scheme. The
contributions are charged to the consolidated
statement of profit or loss as they become payable
in accordance with the rules of the central pension
scheme.

The non-PRC and Hong Kong employees are
covered by other defined-contribution pension plans
sponsored by the government of their respective
country of residence. The Group’s employer
contributions vest fully with the employees when
contributed into the pension schemes.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.5.SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continueq)

(r)

Borrowing costs

Borrowing costs directly attributable to the
acquisition, construction or production of qualifying
assets, i.e., assets that necessarily take a substantial
period of time to get ready for their intended use
or sale, are capitalised as part of the cost of those
assets. The capitalisation of such borrowing costs
ceases when the assets are substantially ready for
their intended use or sale. Investment income earned
on the temporary investment of specific borrowings
pending their expenditure on qualifying assets is
deducted from the borrowing costs capitalised. All
other borrowings and film investment loans costs are
expensed in the period in which they are incurred.
Borrowing costs consist of interest and other costs
that an entity incurs in connection with the borrowing
of funds.

Dividends

Final dividends are recognised as a liability when
they are approved by the shareholders in a general
meeting. Proposed final dividends are disclosed in
the notes to the consolidated financial statements.

Interim dividends are simultaneously proposed and
declared, because the Company’s memorandum
and articles of association grant the directors the
authority to declare interim dividends. Consequently,
interim dividends are recognised immediately as a
liability when they are proposed and declared.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ra M BHRRMEE

31MDecember 2022 —=2 == = H=+—H

2.5.SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continueq)

(t)

Foreign currencies

These consolidated financial statements are
presented in Hong Kong dollars, which is the
Company’s functional currency. Each entity in the
Group determines its own functional currency and
items included in the financial statements of each
entity are measured using that functional currency.
Foreign currency transactions recorded by the
entities in the Group are initially recorded using
their respective functional currency rates prevailing
at the dates of the transactions. Monetary assets
and liabilities denominated in foreign currencies
are translated at the functional currency rates of
exchange ruling at the end of the reporting period.
Differences arising on settlement or translation of
monetary items are recognised in the consolidated
statement of profit or loss.

Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated
using the exchange rates at the dates of the initial
transactions. Non-monetary items measured at fair
value in a foreign currency are translated using the
exchange rates at the date when the fair value was
measured. The gain or loss arising on translation
of a non-monetary item measured at fair value is
treated in line with the recognition of the gain or loss
on change in fair value of the item (i.e., translation
difference on the item whose the fair value gain
or loss is recognised in other comprehensive
income or profit or loss is also recognised in other
comprehensive income or profit or loss, respectively).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.5.SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continueq)

(t)

Foreign currencies (continued)

In determining the exchange rate on initial
recognition of the related asset, expense or income
on the derecognition of a non-monetary asset
or non-monetary liability relating to an advance
consideration, the date of initial transaction is
the date on which the Group initially recognises
the non-monetary asset or non-monetary liability
arising from the advance consideration. If there are
multiple payments or receipts in advance, the Group
determines the transaction date for each payment or
receipt of the advance consideration.

The functional currencies of certain overseas
subsidiaries are currencies other than Hong Kong
dollars. As at the end of the reporting period, the
assets and liabilities of these entities are translated
into Hong Kong dollars at the exchange rates
prevailing at the end of the reporting period and their
statements of profit or loss are translated into Hong
Kong dollars at the exchange rates that approximate
to those prevailing at the dates of the transactions.

The resulting exchange differences are recognised
in other comprehensive income and accumulated
in the exchange reserve. On disposal of foreign
operations, the component of other comprehensive
income relating to that particular foreign operation is
recognised in the consolidated statement of profit or
loss.

For the purpose of the consolidated statement of
cash flows, the cash flows of overseas subsidiaries
are translated into Hong Kong dollars at the
exchange rates ruling at the dates of the cash
flows. Frequently recurring cash flows of overseas
subsidiaries which arise throughout the year are
translated into Hong Kong dollars at the weighted
average exchange rates for the year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ra M BHRRMEE

31MDecember 2022 —=2 == = H=+—H

3. SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

The preparation of the Group’s consolidated financial
statements requires management to make judgements,
estimates and assumptions that affect the reported
amounts of revenues, expenses, assets and liabilities, and
their accompanying disclosures, and the disclosure of
contingent liabilities. Uncertainty about these assumptions
and estimates could result in outcomes that could require
a material adjustment to the carrying amounts of the

assets or liabilities affected in the future.

(@ Judgements

In the process of applying the Group’s accounting
policies, management has made the following
judgements, apart from those involving estimations,
which have the most significant effect on the
amounts recognised in the consolidated financial
statements:

Going concern assumptions

In the process of applying the Group’s accounting
policies, apart from those involving estimations,
management has prepared the consolidated financial
statements on the assumption that the Group will be
able to operate as a going concern in the coming
year, which is a critical judgement that has significant
effect on the amounts recognised in the consolidated
financial statements. The assessment of the going
concern assumptions involve making judgements
by the Directors, at a particular point of time, about
the future outcome of events or conditions which
are inherently uncertain. The Directors consider that
the Group has the ability to continue as a going
concern and the major events or conditions, that
may individually or collectively cast significant doubt
on the going concern assumptions, are disclosed in
note 2.1 to the consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

(continueq)

(b) Estimation uncertainty

The key assumptions concerning the future and
other key sources of estimation uncertainty at the
end of the reporting period, that have a significant
risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next
financial year, are described below.

()

Impairment of investment in films,
television programs and program
rights

The costs of investment in films, television
programs and program rights are amortised
upon the release of a film/television program
based on the proportion of projected revenue
over the life of the film/television program.
Any portion of the unamortised amount that
appears not to be recoverable is impaired in
the period when the loss becomes evident.
The recoverable amounts are determined
with reference to the marketability of each
of the films and television programs, and the
current market conditions. These estimated
recoverable amounts can change significantly
due to various factors. This could have an
impact on the Group’s results of operations.
Details of investment in films, television
programs and program rights, and the key
assumptions applied in the calculation of
recoverable amounts, are disclosed in note 19
to the consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4R e MR R MY EE

31MDecember 2022 —=2 == = H=+—H

3. SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

(continueq)

(b) Estimation uncertainty (continuea)

(1)

(1)

Revenue from films

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

Fair value measurement of financial
liabilities

The fair value of financial liabilities measured
at level 3 fair value, which include financial
liabilities at fair value through profit or loss
and derivative financial instruments, requires
significant assumptions and estimates,
including estimating the future revenue from
films and determining appropriate discount
rates and other assumptions. Changes in
these assumptions and estimates could
materially affect the respective fair values of
these financial liabilities. Details of the key
assumptions used and the impact of changes
to these assumptions are disclosed in note 33
to the consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4R e MBS R R MY 5L

31 December 2022 —_E - _F+_HB=+—H

3. SIGNIFICANT ACCOUNTING 3. FETHAETREST @

JUDGEMENTS AND ESTIMATES

(continueq)

(b) BEFFEERE @
(iv) FEEZMEEHE

(b) Estimation uncertainty (continuea)

(iv) Impairment of non-financial assets

The Group assesses whether there are
any indicators of impairment for all non-
financial assets at the end of each reporting
period. Non-financial assets are tested for
impairment when there are indicators that the
carrying amounts may not be recoverable. An
impairment exists when the carrying value of
an asset or a cash-generating unit exceeds its
recoverable amount, which is the higher of its
fair value less costs of disposal and its value-in-
use. The calculation of the fair value less costs
of disposal is based on available data from
binding sales transactions in an arm’s length
transaction of similar assets or observable
market prices less incremental costs for
disposing of the asset. When value-in-use
calculations are undertaken, management must
estimate the expected future cash flows from
the asset or cash-generating unit and choose a
suitable discount rate in order to calculate the
present value of those cash flows.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4R e MR R MY EE

31MDecember 2022 —=2 == = H=+—H

3. SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

(continueq)

(b) Estimation uncertainty (continuea)

v)

Provision for expected credit losses
on trade receivables and contract
assets

The Group uses a provision matrix to calculate
ECLs for trade receivables and contract assets.
The loss rates are based on days past due for
groupings of various customer segments that
have similar loss patterns (i.e., by geography,
product type and customer type).

The provision matrix is initially based on the
Group’s historical observed default rates. The
Group will calibrate the matrix to adjust the
historical credit loss experience with forward-
looking information. For instance, if forecast
economic conditions (i.e., gross domestic
products) are expected to deteriorate over
the next year which can lead to an increased
number of defaults in different operating
sectors, the historical default rates are
adjusted. At each reporting date, the historical
observed default rates are updated and
changes in the forward-looking estimates are
analysed.

The assessment of the correlation among
historical observed default rates, forecast
economic conditions and ECLs is a
significant estimate. The amount of ECLs is
sensitive to changes in circumstances and
forecast economic conditions. The Group’s
historical credit loss experience and forecast
of economic conditions may also not be
representative of a customer’s actual default
in the future. The information about the ECLs
on the Group’s trade receivables and contract
assets are disclosed in notes 16 and 18 to the
consolidated financial statements respectively.

Starlight Culture Entertainment Group Limited

ANNUAL REPORT

2022

3. FEFHAEKRMEHET @

(b) At AEERER @

v)

B SRR HIER S EEL
FBRIIE B R#

rEBECRAREREEREABEESE
WREARGHNEENTEREES
B BREXDERABLMUGEERT
(B - EmBRREREAL
20 WEFRDMERNNERAX
et

BREERRVNENTIERBRETR
REINENR - AEBERREA
BEEENARERBUFABRBEE
B8 - I > MR TR A B AR R
(MMBEREEREBE FIRRKR—F
RE1E FIREER A EEE D E
MEBEEM AFAERBEENRK -
RERSBPEMBERRTE
BEARI O AT A EEGStAE
o

HBTERTIMNENR RAK
BN BFEREEBRE ZE A
BRI EXRMGE - FBHEE
ERESERNERNEHRBALE
KRR - AEENBEEEES
BIEBR K OB AR TR R 7R R BE AR
FERRRRELPNERENBR
ERA-EBREZBUNEREGH
EENEAEEBEREN 2K
B aM B RRMEE16518°



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

OPERATING SEGMENT
INFORMATION

For management purposes, the Group is organised into
business units based on their products and services
and has only one reportable operating segment which
is the media and culture business segment, of which it
engages in investment in the production and distribution
of entertainment content such as films and television
programs.

HKFRS 8 “Operating Segments” requires operating
segments to be identified on the basis of internal reporting
about components of the Group that are regularly reviewed
by the chief operating decision-makers in order to allocate
resources to segments and to assess their performance.
The information reported to the Directors, who are the
chief operating decision-makers, for the purpose of
resource allocation and assessment of performance
does not contain discrete operating segment financial
information and the Directors reviewed the financial results
of the Group as a whole. Therefore, no further information
about the operating segment is presented.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ra M BHRRMEE

31MDecember 2022 —=2 == = H=+—H

4. OPERATING SEGMENT
INFORMATION (continued)

Geographical information

The Group mainly operates in USA, Hong Kong and
the PRC, and the geographical segment information as
required by HKFRS 8 “Operating Segments” is presented
as follows:

(a) Revenue from external customers

4,

KREBSFEEE @

HEHE

AEMIBREE SERPEDOE > BB
B4 15 2 R BOR T E HE RENHEH B
HEH2MT :

(@) XKESEIEFERZ W a

2022 2021

—E--F B —F

HK$’000 HK$’'000

FHExT FET

(Restated)

(K& EH)

USA EHERER 60,247 199,408

The revenue information above is based on the
locations of the customers.

(b) Non-current assets

RS EER T ERZERFEM -

(b) FEFREEE

2022 2021

—T-F _E_—F

HK$’000 HK$’000

FHExT TFAET

(Restated)

(#& %)

USA EH 276,055 197,713
Hong Kong 58 35,403 53,500
311,458 251,213

The non-current assets information above is based
on the locations of the assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4. OPERATING SEGMENT
INFORMATION (continued)

mE M BRI

31 December 2022 —_E - _F+_HB=+—H

4, BEREERE @

Information about major customers ERTERERZEN
Revenue from major customers individually amounting REBEMNGEAEBRRGDREBI0ONNEER
to over 10% of the total revenue of the Group is set out PR EESIMT :
below:
2022 2021
—E-"F T —F
HK$’000 HK$’000
FHxT FHET
Customer A EPA 48,635 165,776
Customer B %FB 8,064 -
56,699 165,776
5. REVENUE, OTHER INCOME AND 5. UWrgs s HthUg A R az
GAINS
Revenue from contracts with customers KEBEEREHNZHE
(a) Disaggregated revenue information (@) Dl Er
2022 2021
—E-"F TET—F
HK$’000 HK$’000
F#rx FET
(Restated)
(& E7)
Revenue from films generated REEBET Rz >
from USA market, and RHE— R RL ST
recognised at a point in time 60,247 199,403
BN R ERBRAR

B _FEFR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= A
i 3

AR R MIEE

31MDecember 2022 —=2 == = H=+—H

5. REVENUE, OTHER INCOME AND

GAINS (continueq)

Revenue from contracts with customers
(continueq)

(b)

Performance obligations

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

Revenue from films

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

As at 31 December 2022, the amounts of
transaction price allocated to the remaining
performance obligations expected to be recognised
as revenue within one year and over one year
are approximately HK$84,941,000 (2021:
HK$51,903,000) and HK$1,184,000 (2021:
HK$134,433,000) respectively.

Starlight Culture Entertainment Group Limited
ANNUAL REPORT 2022

5. Wz HUg A RIvEE @

XEBEREHNZWE &

(b) EFIZEFS
ERAEREBENRFZENSANT

KERR Z W

REF A ZWm R B & & SR R E
BERBRNESERSDNAEEREE
HENERABRNRENBENRF K
[B1T (S EH BT B IUREBE A L) I
BAEBRRBEZSFZHBRNERE
PRENREHERBAERETEE
B AEEREZEZHENHREN
HE R EMRIB R st RIZRE KRR
FLAs & B B UK B 1) R 3R 5 B9 & BR A0 %
Wz o ARG 5T B R IRFOF BB A IR
B -EzhmHatehELUERENETE
KR -ZBEAEREMTSNRER &
TR BRIREL -

RIEB-_#+"A=+—H 9k
ERAERBHNESNRZER 2
R —FEAR—FBDERAW
A#84,941,0008 Tt (ZE - —%
51,903,000 7T) K 1,184,000/ T (Z &
Z—4F 1 134,433,000 7T) °



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

mE M BRI

31 December 2022 —_E - _F+_HB=+—H

the local governments to support the Group’s operations. There

were no unfulfiled conditions or contingencies attached to these

government grants.

5. REVENUE, OTHER INCOME AND 5. W~ HthUgA Rz @
GAINS (continued)
Other income and gains H g A B g 28
2022 2021
—E-C —E_—F
HK$’000 HK$’000
FET FET
Consulting service income BEAARFE U A 2,637 =
Gain on waiver of loan interest MR ERFE 2 W - 2,504
Bank interest income fET‘ﬂF'J S WA - 53
Foreign exchange gains, net PE Ut s 0 5 RE 1,609 =
Government grants (note) B wEEh (95 192 =
Others Hih 1,801 578
6,239 3,135
Note: Mok -
The government grants mainly represent incentives awarded by BRI FEREEM BN T AEENEIRFEEE

BOEE R o 2% F BUN BV L M A R R IR AR

ESEE

EAXCRKEERFRAR

B _FEFR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4R e MR R MY EE

31MDecember 2022 —=2 == = H=+—H

6. LOSS BEFORE TAX 6. BRIRAIESIE
The Group’s loss before tax is arrived at after charging/ REBMBRMATHE RS GIA) UTH
(crediting): BB ER .
2022 2021
ot~ B —F
Note HK$’000 HK$'000
M=k FHERT FHET
(Restated)
(#& S 5)
Amortisation of investment in films, & &« BIRHH K
television programs and program  &1HE KR8 & > #5H
rights o 19 56,219 294,778
Depreciation of property, plant and  ¥)% B E &R EIFTE
equipment 13 858 836
Depreciation of right-of-use assets  fE A& ZEHTEE 14(a) 2,560 2,851
Lease payments not included in the Rt ATHE B EETE
measurement of lease liabilities SRR NEN 14(c) 258 216
Auditor’s remuneration 1Z BTN = N 2,000 3,068
Employee benefit expense EEEMMAX GIRES
(excluding directors’ and chief RFETHAEZ
executive’s remuneration (note 8)): Bl (FI5E8)) :
— Wages and salaries —TER#HE 10,503 10,681
— Pension scheme contributions —RIRET B 122 151
10,625 10,832
Foreign exchange differences, net  ERZFE» JFEH (1,609) 606
Impairment of financial and TRAENEERE"
contract assets, net: VA
~ Impairment of trade receivables, ~— & 5 FEWRIERIE *
net T 16 26,675 6,823
— Impairment of contract assets, net —&4& ERE  FE8 18 16,848 47,198
. 43,523 54,021
— Impairment of financial assets —sT ATRIRIE HAth
included in prepayments, other EWGRIE R Bt E E
receivables and other assets, net 2 &RMEERE
FEE 17 - 66
43,523 54,087
Impairment of film investments BEERERE 19 11,738 80,223
(Reversal of impairment)/impairment &t A J8 137018  H {th &
of prepayments included in WEkEMEEZ
prepayments, other receivables FBIRIE GRERE D)
and other assets JRE 17 (2,709) 153,118
Fair value losses/(gains), net: @?%ﬁ@ﬁg/ (Wzm)
— Derivative financial liabilities —TEEREaRE 23 (2,363) (1,901)
— Financial liabilities at fair value — B RAFESTAEEDN
through profit or loss THEE 24 8,511 (81,850)
6,148 (83,751)
Loss on disposal of subsidiaries EENBREEE 29 - 26,810

Starlight Culture Entertainment Group Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4R e MBS R R MY 5L

31 December 2022 —_E - _F+_HB=+—H

7. FINANCE COSTS 7. MERE
An analysis of finance costs is as follows: MEMADTWT :
2022 2021
-F-= T
HK$’000 HK$’000
THET FET
Interest on bank and other borrowings BT R EMEE UK
and film investment loans BEREETRFE 27,088 14,678
Interest on lease liabilities (note 14) HEEENR ([H5E14) 183 298
Interest expense on promissory notes &P ZiEF BB - 11
Total interest expense on financial W IER A EET AR
liabilities not at fair value through profit &RtEEZF BB 58
or loss 27,271 14,987
DIRECTORS’ AND CHIEF EERFETHAEHM

EXECUTIVE’S REMUNERATION

Directors’ and chief executive’s remuneration for the year,
disclosed pursuant to the Listing Rules, section 383(1)(a),
(b), (c) and (f) of the Hong Kong Companies Ordinance and
Part 2 of the Companies (Disclosure of Information about
Benefits of Directors) Regulation, is as follows:

RiF LR BB REEHIE383(1)(a)~
) )V RMEUR A B REEEZF@ER) R
BEMINBE AFEEERTETHAEZ
BN

2022 2021

—g-=# e

HK$’000 HK$’000

FERT FBT

Fees Foka 960 2,991

Other emoluments: HME -

— Salaries, allowances and — ¥ R R EYEF

benefits in kind 4,469 3,933

— Pension scheme contributions —RIRETEIHR 18 18

4,487 3,951

5,447 6,942

EAXCRKEERFRAR
“ECCEER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ra M BHRRMEE

31MDecember 2022 —=2 == = H=+—H

8. DIRECTORS’ AND CHIEF

8. EFERFETHAESHM =

EXECUTIVE’S REMUNERATION

(continueq)

(@ Independent non-executive directors

The fees paid to independent non-executive directors

(@ BIIFRITES
AEEEABUFRTESZ RSN

during the year were as follows: B
2022 2021
kSt - T
HK$’000 HK$’000
FHT TR
Mr. Michael Ngai Ming Tak BEREA L 240 240
Mr. Wong Wai Kwan FRELE 240 240
Mr. Jing Xufeng (Redesignated to S/BIELAE (BE - - =
executive director from 2 March =B —HEFEARNTES)
2023) 240 153
Mr. Wong Wai Hung BEHREE (W2 —F
(Resigned on 12 May 2021) AR+ _—H&ED = 100
Mr. Ma Runsheng EHERE (RZE2EZ—F
(Resigned on 12 May 2021) AR+ ZHEF - 88
720 821

There were no other emoluments payable to the
independent non-executive directors during the year

(2021: nil).

Starlight Culture Entertainment Group Limited
ANNUAL REPORT 2022
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4R e MBS R R MY 5L

31 December 2022 —_E - _F+_HB=+—H

8. DIRECTORS’ AND CHIEF 8. EFRIETHAEHM =
EXECUTIVE’S REMUNERATION
(continueq)
(b) Executive directors and the chief b) BITESREETHAR
executive
Salaries
allowances Pension
and benefits scheme
Fees inkind  contributions Total
B EMR Bk
g BEMEH SRR 2Hy
HK$’000 HK$’000 HK$’000 HK$’000
FAT FBT s FAR
2022 ot et -
Executive directors: BOEE !
Mr. Chau Chit BERE - 1,650 18 1,668
Mr. Sang Kangaiao ZRBRE - - - -
Mr. Tang Liang BREE - - - -
Ms. Wu Xiaoli S/ hBut 240 - - 240
Mr. Zhou Jing Bo (Resigned on BEREE
2 March 2023) MRZBE-=%F
—“BZH&M - - - -
Chief executive: TETHAR:
Mr. Luo Lei BELE - 2,819 - 2,819
240 4,469 18 4,727

EAXCRKEERFRAR 137
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ra M BHRRMEE

31MDecember 2022 —=2 == = H=+—H

8. DIRECTORS’ AND CHIEF
EXECUTIVE’S REMUNERATION

(continueq)

(b) Executive directors and the chief

executive (continued)

8. EERFETHAEHMN »

b) MITEEREEITHRAE @

Salaries
allowances Pension
and benefits scheme
Fees in kind contributions Total
e R FELIN
e B B st
HK$'000 HK$'000 HK$'000 HK$'000
THT TER TER THE
2021 “ECfF
Executive directors: HTES.
Mr. Chau Chit BERE - 3,000 18 3,018
Mr. Sang Kangaiao EFEBRE - = = =
Mr. Tang Liang BRiE = = = =
Ms. Wu Xiaoli SEZL 240 - - 240
Mr. Zhou Jing Bo (Appointed BERERE
on 15 July 2021) MZT——&
tB+HBEZT) - - - -
Mr. Gao Qun (Retired on Bt
15 July 2021) BZZZ—%F
tB+HEARD 130 - - 130
Chief executive: TETHAR:
Mr. Luo Lei BELE 1,800 933 - 2,733
2,170 3,933 18 6,121

During the years ended 31 December 2022 and
2021, no director or chief executive waived or agreed
to waive any emoluments. No emoluments were
paid by the Group to the directors of the Company
or chief executive as an inducement to join or upon
joining the Group or as compensation for loss of

office.

Starlight Culture Entertainment Group Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FIVE HIGHEST PAID EMPLOYEES 9.

The five highest paid employees of the Group during the
year included one director and the chief executive (2021:
four directors and the chief executive), details of whose
remuneration are set out in note 8 above. Details of the
remuneration for the year of the remaining three (2021: nil)
highest paid employees who are neither a director nor chief
executive of the Company are as follows:

mE M BRI

31 December 2022 —_E - _F+_HB=+—H

IaRSHMES

rEELLRSHNEEEE —RESFERE
ETBRAE CE—F  HLEEREET
HAE) REFHFMF BRI EXWEES &R T
=R (CEI—F ) RFEARBESETIEE
ETHABNRSHMEESNRFEFHMMT
BT

2022 2021
—=E-- 2T —fF
HK$’000 HK$’'000
FHET FET

Salaries, allowances and e EREYER
benefits in kind 3,033 -
Discretionary bonuses B I5TEAL 50 -
Pension scheme contributions BREHEHERR 36 =
3,119 -
The number of non-director and non-chief executive BEEETEFETHRAENRSHINEES

highest paid employees whose remuneration fell within the

following bands is as follows:

NMFEUTHELEHAZNT ¢

Number of employees

BEA#
2022 2021
—E-C B4
Nil = HK$1,000,000 ZZE1,000,0007 7T 2 =
HK$1,000,001 — HK$1,500,000 1,000,001 7T E 1,500,000 7T - -
HK$1,500,001 — HK$2,000,000 1,500,001 75 & 2,000,000 7T 1 =
3 —

During the years ended 31 December 2022 and 2021,
none of the five highest paid employees waived or agreed
to waive any remuneration, and no remuneration was paid
by the Group to any of the five highest paid employees
as an inducement to join or upon joining the Group or as

compensation for loss of office.

BHE_Z R —F+ZHA=1+—
BEEE #ErtEeiMEERENR
BERECABE A& BN E RS &S 5N
EELZNEMAMES FABEBREMNALRE
B HEMANEE R 2 LB FE A B

&e

BN R ERBRAR
B _FEFR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ra M BHRRMEE

31MDecember 2022 —=2 == = H=+—H

10. INCOME TAX

No provision for Hong Kong Profits Tax was made as the
Group did not generate any assessable profits in Hong
Kong during the years ended 31 December 2022 and
2021. Taxes on profits assessable elsewhere have been
calculated at the rates of tax prevailing in the jurisdictions
in which the Group operates.

Income tax consists of income tax charged on the Group
in the PRC and the USA. Provision for the PRC enterprise
income tax was calculated based on the statutory tax rate
of 25% on the assessable income during the years ended
31 December 2022 and 2021. USA income tax applicable
to the Group was charged at the federal tax rate of 21%
and state tax rate, net of federal effect, of 7% during the
years ended 31 December 2022 and 2021.

10. 1311

HRAEERBE_E__FRrR_F_—
TR+ HEFEUEREBEEEM
RSN WU EELREBREREF-H
e 2 BRI BN MBI AEBEEXT
FREREREB ZRITIRKEAE -

PRIEREEPEREENAEBBKBIR
BHR-PHEEMSREGDURBEESR
T ERIF S+ ZRA=T-HILEFE
ERMMAIREERK25%:T B - RNEBET
E__ERZBE_—HF+°A=+—HLHF
B BRARTEBENZEMEREBTRE
21%FINIRET% ORI FBIRFE B B o

2022 2021

—E-C —E_—F

HK$’000 HK$’000

FET FE7T

Current tax — USA BPHA— £ 3,458 (571)

Deferred tax (note 15) RIEIRIE (BI5E15) - (14,979)
Total income tax expense/(credit) FEREREYS (E%) 4858

for the year 3,458 (15,550)

Starlight Culture Entertainment Group Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

10. INCOME TAX (continued)

A reconciliation between income tax expense/(credit) and

= A
i 3

MR MIEE

31 December 2022 —_E - _F+_HB=+—H

10. FR1GIR =@

Figiifx (GE%) BUBRRXAENS

accounting loss at applicable tax rate is as follows: BB HERNT -
2022 2021
—E_FE — g
HK$’000 HK$’000
THExT TAET
(Restated)
(F& B 5
Loss before tax FRIQAIES I8 (131,739) (414,864)
Tax calculated at the statutory tax rate A EMRAERNRE (30,953) (99,823)
Adjustments in respect of current tax of FtidEF ERNERFRIEAYEEE
previous years 9,486 (4,961)
Expenses not deductible for tax ENEIEE b 7,489 12,073
Uncertain tax positions TETERBEER 2,778 1,535
Unused tax losses not recognised KR Z KRB IEE 18 14,658 75,626
Income tax expense/(credit) Frisinet (&%) 3,458 (15,550)

EAXCRKEERFRAR

B _FEFR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= .2 H
RE

AR R MIEE

31MDecember 2022 —=2 == = H=+—H

11.

12.

DIVIDENDS 11. g2
No dividend has been paid or declared during each of the BHE_ - G#F_E-_—F+-A=+—
years ended 31 December 2022 and 2021. The Directors BEFESFURKNASKEMKE -E
do not recommend the payment of any dividends for 2022 BEUAEZBRNV_E__F2EFAKE C=
(2021 nil). Z—fF ) o
LOSS PER SHARE ATTRIBUTABLE 12. BARE@EHESIEEARLSE
TO ORDINARY EQUITY HOLDERS B 548
OF THE PARENT
The calculation of the basic and diluted loss per share BREAREEHEBENDRES AT ZER
amounts is based on the loss for the year attributable to GRAEANELEEEBUKRAEEDETH
ordinary equity holders of the parent, and the weighted B N 198823,564,799% (& — —
average number of ordinary shares of 823,564,799 (2021: £ 1 823,564,7990%) stE o
823,564,799) in issue during the year.
The Group had no potentially dilutive ordinary shares in HE_Z__HFRZE—F+ZHA=+—
issue during the years ended 31 December 2022 and HEFE AEBRTREZTBTH LR
2021, fg o
The calculation of the basic and diluted loss per share is REALRBEBEEZZAEDREUTH
based on: 5
2022 2021
—E-C —ET—F
HK$’000 HK$’000
T#ExT TAT
(Restated)
(#£ %)
Loss attributable to ordinary equity BREEBERFTAEA
holders of the parent FE{L 518 (135,867) (399,264)
Weighted average number of KFEERRFTESREAR
ordinary shares in issue BEEIR BB TE @RI
during the year used in the basic and ~ FI9#
diluted loss per share calculation 823,564,799 823,564,799
Basic and diluted loss per share FREARREEEE GB)
(HK$ cents) (16.50) (48.48)

Starlight Culture Entertainment Group Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

mE M BRI

31 December 2022 —_E - _F+_HB=+—H

13. PROPERTY, PLANT AND 13. MZE - BEREE
EQUIPMENT
The movements in property, plant and equipment are as ME-BMEREZEZSHUWT !
follows:
Furniture and Office Motor Leasehold
fixtures equipment vehicles  improvements Total
HRRRE WAZRE AE HEMELE EL
HK$'000 HK$'000 HK$’000 HK$'000 HK$'000
FET FET TET TET TET
At 1 January 2022: R-B2--f¥-fF-H:

Cost PRz 902 2,551 2,481 230 6,164

Accumulated depreciation REHNE (584) (2,525) (1,105) (230) (4,444)

Net carrying amount REFE 318 26 1,376 - 1,720
At 1 January 2022, net of RZE_"§-F-H°

accumulated depreciation NEREIE 318 26 1,376 S 1,720
Additions NE - 17 - - 17
Depreciation provided during the year ~ ERFHEZ &

(note 6) (Mzt6) (137) (12) (709) - (858)
Exchange realignments ERAER 2 - 4 - 6
At 31 December 2022, net of R_B__E+-B=+-H:

accumulated depreciation NRENE 183 31 671 = 885
At 31 December 2022: RZB--#+-A=1+-H:

Cost PR 904 2,568 2,485 230 6,187

Accumulated depreciation REHNE (721) (2,537) (1,814) (230) (5,302)

Net carrying amount REFE 183 31 671 = 885

EAXCRKEERFRAR
“ECCEER
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13. PROPERTY, PLANT AND

EQUIPMENT (continued)

The movements in property, plant and equipment are as

follows: (continued)

13. ME -BERSE @

ME-BERRBESHUNT : (@)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A F5ER R MIEE

31MDecember 2022 —=2 == = H=+—H

Fumniture and Office Motor Leasehold
fixtures equipment vehicles improvements Total
BHREE WAER AE REMERE E
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TET TAT TET TAT
At 1 January 2021: RZE_-%-A-R:
Cost TN 698 2,528 2,159 230 5,615
Accumulated depreciation RHTE (404) (2,510) (690) (230) (3,834)
Net carrying amount FEFE 294 18 1,469 = 1,781
At 1 January 2021, net of RIE2Z-F—F-H»
accumulated depreciation NERHAE 294 18 1,469 S 1,781
Additions e 201 23 642 - 866
Disposals HE - - (101) - (101)
Depreciation provided during the year FRERZTE
(note 6) (Fft6) (178 (15 643 . (636)
Exchange realignments ERBEE 1 - 9 - 10
At 31 December 2021, net of R_E_—#+_R=+—-H"
accumulated depreciation NBRHTE 318 26 1,376 = 1,720
At 31 December 2021: RIB2Z-£+ZA=+-H:
Cost A& 902 2,551 2,481 230 6,164
Accumulated depreciation RiHTE (584) (2,525) (1,105) (230) (4,444
Net carrying amount REFE 318 26 1,376 - 1,720

Starlight Culture Entertainment Group Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

mE M BRI

31 December 2022 —_E - _F+_HB=+—H

14. LEASES 14. 4G
The Group as a lessee EBEEAKRHEA
The Group has lease contracts for various properties used AEBEFRNEEFRZENSEYENEE
in its operations, which have lease terms between 2 and 8 GH BN F2E28F  —KME  AEEF
years. Generally, the Group is restricted from assigning and AARERUIINNLTEERDHEBEEEE-

subleasing the leased assets outside the Group.

(a) Right-of-use assets

(@) RAESE

The carrying amount of right-of-use assets and the FROFEHABEEEZRABERESNUWT

movements during the year are as follows:

Buildings

BT

HK$’000

TAT

At 1 January 2021 RZZEZ—%—HA—H 4,384
Additions NE 2,982

Depreciation provided during the year FRNEHEZINE (2,851)

Disposal of subsidiaries EEMNBRE (324)

At 31 December 2021 and 1 January 2022 R _ZE-_—F+_A=+—HxX

B F—HF—H 4,191

Depreciation provided during the year FRETIRZITE (2,560)
At 31 December 2022 R_E__F#+_A=+—H 1,631
BN R ERBRAR

B _FEFR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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AR R MIEE

31MDecember 2022 —=2 == = H=+—H

14. LEASES (continued)

The Group as a lessee (continuead)

(b)

Lease liabilities

The carrying amount of lease liabilities and the
movements during the year are as follows:

14. 188 »

TEBEAEABEA @

b) HEERE

FRHEERZREABEREFINT

2022 2021
—F=-Z T —fF
HK$’000 HK$’000
FHExT TAT
At 1 January n—A—H 4,493 4,718
New leases mHEE - 2,884
Accretion of interest recognised R BB RTFE
during the year 183 298
Payments of principal and R R F BT
interests (2,836) (3,032)
Disposal of subsidiaries BEEMNBAE - (375)
At 31 December “+—B=+—H 1,840 4,493
Analysed into: DA
— Current portion mENE D 1,715 2,653
— Non-current portion JEREE D 125 1,840
1,840 4,493

The maturity analysis of lease liabilities is disclosed in
note 34 to the consolidated financial statements.

Starlight Culture Entertainment Group Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4R e MBS R R MY 5L

31 December 2022 —_E - _F+_HB=+—H

14. LEASES (continued) 14. 8§ @
The Group as a lessee (continued) TEBEAABA @
(c) The amounts recognised in profit or loss in relation to (c) HEZEIDBEMEAENTBEAOT

leases are as follows:

2022 2021
—T£-= T
HK$’000 HK$'000
FHET TET
Interest on lease liabilities (note 7) FHE&GEFIE (izE7) 183 298
Depreciation charge of FRREERNESH
right-of-use assets 2,560 2,851
Expense relating to short-term  EAfBHATR E B REAIREX
leases (included in administrative (5t A fTEBE )
expenses) 258 216
Total amount recognised RiER R IBAREE
in profit or loss 3,001 3,365
(d) The total cash outflows for leases and future (d) BEARENHEEERMZEAERSRH
cash outflows relating to leases that have not yet RERFEREREBEDNFEBER GG
commenced are disclosed in notes 28(c) and 30(b) R FRMI5E28(0) 52380(b) ©

to the consolidated financial statements respectively.

EAXCRKEERFRAR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

[1\%4 ¥

15.

ra M BHRRMEE

31MDecember 2022 —=2 == = H=+—H

DEFERRED TAX

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

Deferred tax assets

15. IREFIE

FWIE

EIEMEBEERER

BEIT -

2022
ZEZC
Impairment
losses on
prepayments, Amortisation
other of investment
receivables in films,
and other television
assets and film Accrued programs and
investments interests program rights Others Total
ERENER
HittRIRRIER
HtEEMR EYRENRMNA
BEXRE R B hRE
HERBR EH LN RENEBE Hith aF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET AT FAET FAET FET
At 1 January 2022 RZB-_—#—F—H 18,594 = 6,343 = 24,937
Charged to profit or loss (note 10)  FBME (EE10) (679) - (4,884) = (5,563)
Exchange realignments ERAE 39 - 14 - 53
Gross deferred tax assets at RIEZZFE+ZA=+—HK
31 December 2022 BEREEERE 17,954 - 1,473 - 19,427
Deferred tax liabilities IRIEIRIER (R
2022
Zg-C
Accrual to Changes in
cash adjustment fair value of
related to financial liabilities
investment Depreciation at fair value
in films, allowance in through profit or
television excess of loss and
programs and related derivative
program rights depreciation financial liabilities Others Total
ERERR #ATE
EREHAR AR
Hi B AR & EMARK
HREREE BHAMTE fTEER
&R BirERE ARATEED Hith At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET FET FET TET THET
At 1 January 2022 RZIEZZF—F—H 9,261 219 14,719 738 24,937
Credited to profit or loss (note 10) Bt A (iz10) (5,258) (59) - (246) (5,563)
Exchange realignments ERRBE 28 1 30 6) 53
Gross deferred tax liabilties at RIZZZHE+ZA=+—HM
31 December 2022 EILERBAEER 4,031 161 14,749 486 19,427

Starlight Culture Entertainment Group Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

15. DEFERRED TAX (continued)

The movements in deferred tax assets and liabilities during

the year are as follows: (continued)

Deferred tax assets

g A

[1\%4 AN

5 M SRR MIEE

31 December 2022 —_E - _F+_HB=+—H

15. IRIEFRIE (@)

FAREIERT

EERGREEHUWT :

(&)

2021
—E-&F
Impairment
losses on
prepayments, Amortisation of
other investment
receivables in films,
and other television
assets and fim Accrued programs and
investments interests program rights Others Total
BAME
Hit IR R
HtEENK BEFRERME
BEYRE KEE RiE
AESR REFIE KREMEH Hit =H
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET AT FAET FAET FET
At 1 January 2021 RZIZZ—&—F—H = 7,346 4124 2,760 14,230
Credited/(charged) to profit or loss ~ F83 3t A/ (1F) (HzF10)
(note 10) 18,533 (7,361) 2,186 (2,766) 10,592
Exchange realignments ERAE 61 15 33 6 115
Gross deferred tax assets at RIBEZ-F+ZA=+—HK
31 December 2021 RERBEEERE 18,594 - 6,343 - 24,937
. TR AY
Deferred tax liabilities RIERIBEE
2021
&
Changes in
Accrual to fair value of
cash adjustment financial liabilities at
related to Depreciation fair value through
investment in films, allowance profit or loss
television programs in excess of and derivative
and program rights  related depreciation financial liabilities Others Total
BATE
BEREFRER STABEN
818 K& B hRiE ERMERRITE
RENREAE BHARNE SRHERE
e E R HiTER A ATEEE Hfh a5
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT FAT TAT TAT
At 1 January 2021 RZBZ—F—HA—H 28,996 183 - - 29,179
Charged/(credited) to profit or loss #4831k (T A) (HfzE10)

(note 10) (19,828) 35 14,670 736 (4,387)
Exchange realignments ERAE 93 1 49 2 145
Gross deferred tax liabilties at RZE-—&£+"A=1—-HK

31 December 2021 EEREERESE 9,261 219 14,719 738 24,937

ERAXEREEMBRAT

B _FEFR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4R e MR R MY EE

31MDecember 2022 —=2 == = H=+—H

15. DEFERRED TAX (continued) 15. IRIEFRIE @)

For presentation purposes, certain deferred tax assets and
liabilities that are levied by the same taxable entity in the
same tax authority have been offset in the consolidated
statement of financial position. The following is an analysis
of the deferred tax balances of the Group for financial
reporting purposes:

MERME > AR —BRRNEBERE—RB

Bk S ¥k & T B AR R 8H o A< 5 B A 75 FR 3
REBEERBREFOFUWT

2022 2021
=g e
HK$’000 HK$’000
FHET FAEIT
Gross deferred tax assets recognised 4R & BRI R FESRAY
in the consolidated statement of FIETRIBE EARE
financial position 19,427 24,937
Gross deferred tax liabilities recognised A4z & B #5148 50 R R FE SR AY
in the consolidated statement of FIERIE B [E4E R
financial position (19,427) (24,937)
Net deferred tax IR I8 58 - =

At 31 December 2022, under the current tax
legislation of PRC, tax loss of HK$221,047,000 (2021:
HK$191,354,000) can be carried forward for five
years since the year the loss is incurred, whilst for
other jurisdictions, the Group’s unused tax losses of
HK$300,876,000 (2021: HK$257,026,000) are available
indefinitely for offsetting against any future taxable profits
of the subsidiary in which the losses arose. Deferred tax
assets have not been recognised in respect of all of these
unused tax losses as it is not considered probable that
future taxable profits will be available against which these
unrecognised tax losses can be utilised.

Starlight Culture Entertainment Group Limited
ANNUAL REPORT 2022

RS-+ -HA=+—H ' RBRETH
IB1T#% 2 221,047,0008 T (ZE - —F .
191,354,000/ 7t) WiRIBE BT B8 E
BELXZEERAE L FE MBEHEHME A
BENRTR I AEBRAHHEREEES
300,876,000 75 (Z & — —4F : 257,026,000
B I EREBANIRINEEBRENKEAL
BINEMRKRERREN TERESBZSE
FREARNBEEERIDELERBEE RRA
WA EA]ER KRR ERR HA I HEBZ
LARERRIEEIE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4R e MBS R R MY 5L

31 December 2022 —_E - _F+_HB=+—H

15. DEFERRED TAX (continued) 15. IRIEFRIE )
Deferred tax assets have not been recognised in respect of Tt U TIEERBIRIERIBEEE !

the following items:

2022 2021
g 2T —F
HK$’000 HK$’000
THET TAET
Unused tax losses REBANIERE 521,923 448,380
Pursuant to the PRC Corporate Income Tax Law, a RIEFEEEMERZE EREMILZINE
10% withholding tax is levied on dividends declared to TEOIEKEETRZKEBHMNI0%TE
foreign investors from the foreign investment enterprises NR-ZREN_BENEFE—B—BEEZ
established in the PRC. The requirement is effective from 1 BRARZZELtHE+ZA=+—HEBZHK
January 2008 and applies to earnings after 31 December moMHAEEIIEKEE 2B EZEEEIER
2007. A lower withholding tax rate may be applied if there WHTE > O RARBZFANRE - HAEEH
is a tax treaty between the PRC and the jurisdiction of the S EARESI0% AEBRMBAEF
foreign investors. The applicable rate is 10% for the Group. RiIZzHBABIMEZ-ZEENF—B—H
The Group is therefore liable for withholding taxes on EEESE Z WGk 2B S RETENMR
dividends distributed by those subsidiaries established in
the PRC in respect of earnings generated from 1 January
2008.
16. TRADE RECEIVABLES 16. & 5 FEULFRIE
2022 2021
HK$’000 HK$’000
FHExT FAT
(Restated)
(#& 5 5)
Trade receivables B2 WA 105,291 115,420
Impairment A (101,237) (80,910)
4,054 34,510

EAXCRKEERFRAR 51
“ECCEER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
in e M TE IR R MYEE
31 December 2022 _ B __F+_H=+—H

16. TRADE RECEIVABLES (continued) 16. B S EWFRIE @

Trade receivables from royalties from films and television
programs are due when reported to the Group, and
normally settled within 1 year. Trade receivables from
sales of investment in television programs and program
rights are due based on the payment schedule specified
in contracts. Trade receivables from other revenue sources
are generally due within 1 year from the date of provision of
services. The Group does not hold any collateral or other
credit enhancements over its trade receivable balances.
Trade receivables are unsecured and non-interest-bearing.

An aging analysis of the trade receivables as at the end of
the reporting period, based on the invoice dates or dates
of statement of net receipt, and net of loss allowance, is as
follows:

REBEREBREHERENE S BURIER
ERTFTAEERNIBPEE BERN—FRX
HE HEERHBERERNBERENES
FEWCR IR IR I 5 A9 T BRRY I =i st 8 2 B FE
e Hth it AZRREVE 7 BUBGIE— R B 1R
HRFEAES —FRNI A -AEFL ER
HESRWRBEEHRFAEEMERRIEM
BE -ERRERERERRRTGE

R|EMR BEZBERIERZER B
MOERNGEREQATN BB RREE ZIRE
DM

2022 2021

g T —F

HK$’000 HK$’000

F&T FTET

(Restated)

(f= S 5)

Within 6 month 618 B LLA 4,042 7,244
Over 18 months but less than 1818 B U LB/ 524@ A

24 months - 16,517

Over 24 months 24@ B Lk 12 10,749

4,054 34,510

Starlight Culture Entertainment Group Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4R e MBS R R MY 5L

31 December 2022 —_E - _F+_HB=+—H

16. TRADE RECEIVABLES (continued) 16. H 5 FEWFRIE =
The movements in loss allowance for impairment of trade B ERFIERESREEEHUWT !

receivables are as follows:

2022 2021
g BT —F
HK$’000 HK$’000
FAT TAET
At 1 January »—A—H 80,910 71,631
Impairment losses, net (note 6) BEEIE 358 (sE6) 26,675 6,823
Exchange realignments PE R aH 2 (6,348) 2,456
At 31 December R+-_B=+—H 101,237 80,910
The Directors assessed the loss allowance of trade EEIGESERAFBEZGBEEERES K
receivables taking into account the probability-weighted RAXMEER -EBEE; KNREHAS
outcome, the time value of money, and reasonable and BANHBZRANBE NN TESHNERBE
supportable information that is available without undue EE BN R RREERETBANSE
cost or effort at the reporting date about past events, KAl &R o
current conditions and forecasts of future economic
conditions.
An impairment analysis is performed at each reporting RERSEHBRRAEEBREETRED T
date using a provision matrix to measure expected credit Ut EEHEERE BBEEDENRAESSE
losses. The loss rates are based on the number of days PEEERNNZERER D 4ER (BizthE
past due for groupings of various customer segments EmBRAEFER) N HET &5t
with similar loss patterns (i.e., by geographical region, HERMAAENEER BEERERNRS
product type and customer type). The calculation reflects HEEAESNERMBEEEE - Baiik R AERKEK
the probability-weighted outcome, the time value of KERGTEANEERAIREER

money and reasonable and supportable information that is
available at the reporting date about past events, current
conditions and forecasts of future economic conditions.

EAXCRKEERFRAR
“ECCEER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ra M BHRRMEE

31MDecember 2022 —=2 == = H=+—H

16. TRADE RECEIVABLES (continued)

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

As at 31 December 2022

16. E G EUWLFRIE @)

TRBRIAEECHRBEEHENESE
SR IEN S E AR ER

R-EZ__F+”-“A=+—H

Past due
il
Less than 6 to Over
Current 6 months 12 months 12 months Total
BN 6188 A 6E12(8H 12(A %L @t
Expected credit loss rate FHEEHEX 0.00% 10.00% 50.00% 99.99% 96.15%
Gross carrying amount RERE (FET)
(HK$'000) 4,042 - - 101,249 105,291
Expected credit losses FBHEERE (TET)
(HK$'000) - - - 101,237 101,237
As at 31 December 2021 (As restated) NZE-—F+"/8=+—H (B&F3)
Past due
pakl
Less than 6to Over
Current 6 months 12 months 12 months Total
ks 6183 N 6E1218 8 12{8B L L st
Expected credit loss rate BHEEBEX 0.00% 10.00% 1.77% 87.98% 70.10%
Gross carrying amount REAE (FET)
(HK$'000) 7,244 - 18,720 89,456 115,420
Expected credit losses BHEESE (TH1)
(HK$'000) - - 2,203 78,707 80,910

Starlight Culture Entertainment Group Limited
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17. PREPAYMENTS, OTHER

RECEIVABLES AND OTHER ASSETS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

mE M BRI

31 December 2022 —_E - _F+_HB=+—H

17. JE(IFRIE « Hth UL rRIA R H th
BE

2022 2021
k- St - —ET—fF
HK$’000 HK$’000
FHET FAT
Note (Restated)
M 5 (#& 5 5)
Prepayments and other assets FBMIBREMEE () 25,978 26,994
Impairment allowance BEEE (23,177) (25,881)
2,801 1,113
Other receivables and deposits HihEWRIE KR IZE (b) 105,526 106,357
Amount due from a director R —2EERIE (©)
(note 31) (MIEE31) 5,067 872
110,593 107,229
Impairment allowance REEE (66) (66)
110,527 107,163
Film prepayments ExIBEENNRIE (d)
— Prepayments to fim directors — BN TEFEEN
B 184,995 195,331
— Prepayments for investment in —BENFEFKRER
films, television programs and &1 B & &1 B RR iR
program rights BERNFIE 231,430 167,908
416,425 363,239
Impairment allowance RER S (129,828) (129,637)
286,597 233,602
399,925 341,878
Less: Non-current potion B FERNEAEE (297,224) (233,602)
Current portion BNEAER 102,701 108,276
BN R ERBRAR

B _FEFR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

[1\%4 ¥

ra M BHRRMEE

31MDecember 2022 —=2 == = H=+—H

17. PREPAYMENTS, OTHER
RECEIVABLES AND OTHER ASSETS

(continueq)

Note:

(@

Prepayments and other assets mainly represent the
accrued input VAT and other prepayments. In 2018,
the Group purchased three TV drama series from third
parties. In connection with the transactions, the purchase
amounts (include input VAT) were fully paid while input VAT
invoices were only partially received with an amount of
HK$19,000,000 being delayed due to the suppliers’ reason.
According to relevant tax rules in the PRC, the suppliers
are required to provide full amount of VAT invoice for the
transactions, and the Group is allowed by tax rule to offset
its output VAT payable upon presenting valid VAT invoice
received from the suppliers. As the input VAT invoices were
long outstanding and the suppliers’ immediate/intermediate
holding companies and the suppliers were being named,
in 2021 and 2022, as “dishonest civil debtors” (415
#1T A ie., has capability to execute obligations under
legal documents but did not take action) and “civil debtors”
#WBITA e,
executing obligations under effective legal documents),
and after taking into account the circumstances, the
management considered that the probability of collection
of the VAT invoices was low. Therefore, the input VAT of
HK$18,894,000 as at 31 December 2021 has been fully
impaired. During the year ended 31 December 2022, out
of the fully impaired balances of HK$18,894,000, input VAT
invoices of RMB39,000,000 (equivalent to HK$44,136,000)
with 6% tax rate are received and verified by the tax

the court ordered to enforce for not

bureau, and therefore the impairment previously recorded
are reversed. The recoverable amount of HK$2,709,000 of
other prepayments are estimated based on a value-in-use
calculation.

Included in other receivables and deposits is a balance
of HK$93,014,000 (2021: HK$104,659,000) due from an
entity which is independent to the Group (‘the Debtor”).
The Directors considered the credit risk exposure for
this balance is limited taking into account an amount of
HK$91,565,000 (2021: HK$95,405,000) due to an entity
controlled by the controlling shareholder of the Debtor
included in Group’s other loans as at 31 December 2022.

Starlight Culture Entertainment Group Limited
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17. gﬁ'-ﬁ'lﬁ « H {th FE U Fh

BYEE -

RIA B H fth
i

BAREBEREMEETEIERTEEEER
REMBARE R_Z—N\F cEEEE
—HEBE=HEREER R EXEMS
BEMIA (BREEEER) BEX %ﬁzi‘iﬁ" i3
R FE 7 VR R U B 30 o0 TE I (B FR BV 3%

5 4M9,000,000% T E sﬁi@ktﬁ"*ﬁﬁfﬁ‘?ﬂ
HERARE HEFEEEAR ZIRHEEE
MERBEE BREBTERZALT AR
EEHEFRINENEEREZRIEHA
FETHIEETEIE(ERR - AN E B EREZ R
KREE BEEEER BEEBERAT &M
RN S —Fh_E-_FEHHNATK
BEWHITAI BBRENBITEAEXHHREN
EBBEREREITEINA) & ME#HIT AL (B
RABITEREREXHERENEF M ER
TLHATHAN) URKEEEERBRE B
BERAWEIEEREZMAAEMERE -
ﬁt’ﬁ’;‘:;ﬁ:—iﬂ—_ﬂ:ﬂ——ﬂ ) IR IS
E7218,894,000 8 TER2EBERE HE_S
ZIE+ZRA=+—RIEE 2ERELR
18,894,000 70 EFREFEWRTIZE A
FE #£39,000,0007T (18E#244,136,00057T)
MEBCRIEB I EREZ WA RIHREMN
BAE T LA [O] - Hh B FRIEN AT RS 5ES
2,709,00078 7T > ThiRIKE R EEst st

HiEWRIEREEIERBKE LN AER
B — Fsﬁ;ﬁ;a(Ff*%AJ)B’J £££93,014,000%
7T (ZZB - —4 104,659,000 7T) c EHR
AR RN B _F+"B=+—H5tA
NEBEMETNELSERAZRRRES
B — R B BE 3N 1E01,565,0008 T (C B - —F ¢
95,405,000/ 7T) » ZAEERNEEREB AR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

17. PREPAYMENTS, OTHER
RECEIVABLES AND OTHER ASSETS

(continueq)

Note: (continued)

()

The amount due from a director is unsecured, interest-free
and recoverable on demand.

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

Prepayments to film directors which are expected to be
realised within one year, or over one year but within the
Group’s normal operating cycle, are classified as current
assets. Prepayments to film directors which are expected
to be realised beyond the Group’s normal operating cycle
which generally has the characteristic that the production
date of new films is uncertain are classified as non-current.

mE M BRI

31 December 2022 —_E - _F+_HB=+—H

17. gﬁ'-ﬁ'lﬁ H {th FE Y=k

R IE Bz H th

E Crﬁ)

B sk

()

C:E)

R — R EFHEREITIT RERBRERI
@O

ANFEFEENRIASIENBERREE
NERBIERIFBETEENRAME A
B ERNTIE - ZERNRERNELH
FHRAERFATEEHBEXEEFZEIFR
BEXNRE FEEHILEAEERER I
FEFREFTKRENBERT AEERFLUIER
MEALSENEZ RN FERMELER AN
FTEXRBROE R ERERENNRIAE
mEARRREATES TEEHRMBRME
NEZHBREABFHNFAENTRIE - BB
ERRFIEREABIAEENZEE N
SER ZERNRREN DB RBLRER

BEREERERE -
BN —FANABE—FERFTER-—RE

EBERNERNEANTBLEENNEDE

RRBEE RN A ER—REFEBRAI
ﬁ%ﬁﬁ%%%‘MHAEL%Eﬁ%%%
HEAPAEENFR > ZREDERIER
o

BN R ERBRAR
B _FEFR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ra M BHRRMEE

31MDecember 2022 —=2 == = H=+—H

17. PREPAYMENTS, OTHER

RECEIVABLES AND OTHER ASSETS

(continueq)

When the Group decides to invest in a film to be produced
with the Group’s prepayments to the film director, the
Group has to provide further funds required for production
on its own or with other investors. A distribution agreement
will be entered into at a later stage between the distributor,
the producer and the investor(s) which sets out the
recoupment corridor for the allocation of the Gross
Receipts (box office receipts, sale of DVD, online sales, pay
and “free” TV, etc.) of the film. For illustrative purpose, a
typical recoupment corridor is in the following order:

1. Distribution fees (income earned by the distributor)
Distribution expenses (out-of-pocket expenses)

Film investment costs/advances made by the
distributor to the investor(s)

Investors’ profit

Bonus/fee for the film director

Other financiers and parties

Further percentage of sharing by the parties

w N

No ok

The order and percentage of the recoupment corridor
varies from films to films, which depends on circumstances
and bargaining power of the various parties.

The Directors have undergone a detail review of
recoverability of the Group’s prepayments to film directors
taking into account the current situation. Where an
indication of impairment exists, the asset’s recoverable
amount is estimated based on value-in-use calculation.
Based on information available to the Directors when
the consolidated financial statements are prepared,
an impairment provision of HK$129,828,000 (2021:
HK$129,637,000) was made for film prepayments the
recoverability of which through the recoupment corridor is
doubtful and the production date of new films is uncertain.

Starlight Culture Entertainment Group Limited
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17. j‘ﬁi@ﬁ%’ﬁlﬁ ~ EL fth P W 7 18 e H fth

(#)

FEEZRRE-—BRUTSERRNTTFER
BRNMBERFNERR  AEBERBTH
HHEMREE -—BRERFABENE—TE
T BTH RAARREEREHEMEKE
TETHER ERIRASEBRANA (BF
WA DVDIHE W LIHE - NERTRE B
REF) WEWBE - BERARARE  HEMN
EWEE R LT IBF B

1. BTER ETERIAIEA)
BTMAX (BANERA)
BTERAREEFENBEERER L
B

REZE G

BREETEABR
HhEmiEg R AL
BERHENE—TBADLL

W N

No ok

EEENIER KRB D LEEBRME » BUR
REHBBERMZEBIEES -

TERIEFB L EEHAERAENERE
BN RIEN WL ETHEMEE cHFEE
RENR WEENTTWRESEREFEHBE
BotEMst REREGOMFRRNES
RENEN EMBErEEENRIES R
FEE 129,828,000 T (ZE - —4F :
129,637,000/ 70) » Z R BSES BB ol @ sE
WElEFER MEFNEERRBINAERE



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

17. PREPAYMENTS, OTHER

18.

RECEIVABLES AND OTHER ASSETS

(continueq)

The movements in loss allowance for impairment of
prepayments, other receivables and other assets are as

mE M BRI

31 December 2022 —_E - _F+_HB=+—H

17. j‘ﬁi@ﬁ%’ﬁlﬁ ~ EL fth P Wi 7 18 e H fth

(#)

e
BREEEDNT :

follows:
2022 2021
—EF BT —F
HK$’000 HK$’000
FHExT FAET
(Restated)
(f& S 5)
At 1 January R—HE—H 155,584 1,921
(Reversal of impairment)/impairment B (RERE) RERSE
losses recognised (note 6) GEDR) (2,709) 153,184
Exchange realignments PE R aREE 196 479
At 31 December R+-B=+—H 153,071 155,584
CONTRACT ASSETS 18. BHEE
2022 2021
—EF - —fF
HK$’000 HK$’000
FHExT TAET
(Restated)
(f& %)
Contract assets arising from: KEUTEEBZENEE
- Films and television program —REELAERHEEITIU
released and film production B RIERD
services provided 92,645 104,699
Impairment HE (89,510) (76,248)
3,135 28,451

EAXCRKEERFRAR
“ECCEER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4R e MR R MY EE

31MDecember 2022 —=2 == = H=+—H

18. CONTRACT ASSETS (continued) 18. BNEE »

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

During the year ended 31 December 2022,
HK$89,510,000 (2021 (as restated): HK$76,248,000) was
recognised as an allowance for expected credit losses
on contract assets. The Group’s trading terms and credit
policy with customers are disclosed in note 16 to the
consolidated financial statements.

The expected timing of recovery or settlement for contract
assets as at 31 December is as follows:

BREEVNIIBETRBEROHBUKRETH
ERFB 2 WD ETHEDB - HNEZETHER

BRAE WABRRFIBEREKRBERA A
KERBEZSWARRNEWARE#EITREM
PR TR Z HESRTE ° B BRBRAFARTS - LA
BARBETTMENRNEENBOTE -
BEYNEBRMHECEZTHRIFERARE
BOREFKRERNEGNEERIZEER
ENMDEREZBRUARIE - RERZRIERS
BB EEERAAZME BISKE
FRUERBENEEZSEENHIERES
JE W RRIE

REE_ZE__F+-_A=+—HILEER
DENEETARE S E18#%89,510,0008 7T
(ZB - —F (& F%) : 76,248,000 7T) °
AEFBEEANEZBRRAEEBREKFER
Nir B HBRERME160

R+tZB=+—HZEMNBEERLDNEER
HARFEIA0E

2022 2021
g =2
HK$’000 HK$’000
THExT TAET
(Restated)
(£&EB 5
Within one year —FRN 3,135 28,451

Starlight Culture Entertainment Group Limited
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18. CONTRACT ASSETS (continued)

The movements in loss allowance for impairment of
contract assets are as follows:

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

mE M BRI

31 December 2022 —_E - _F+_HB=+—H

18. 8B E »
AMBEET BEERREESNT

2022 2021

—T-C T

HK$’000 HK$’000

T#ET TAT

(Restated)

(&&E7))

At 1 January K—E—H 76,248 27,863
Impairment losses, net (note 6) RERBE 25 (H56) 16,848 47,198
Exchange realignments PE AT (3,586) 1,187
At 31 December R+ZB=+—H 89,510 76,248

An impairment analysis is performed at each reporting
date using a provision matrix to measure expected
credit losses. The loss rates for the measurement of the
expected credit losses on the contract assets are based
on those of the trade receivables as the contract assets
and the trade receivables come from the same customer
bases. The loss rates for contract assets are based on the
number of days past due of trade receivables for groupings
of various customer segments with similar loss patterns
(i.e., by geographical region, product type and customer
type). The calculation reflects the probability-weighted
outcome, the time value of money and reasonable and
supportable information that is available at the reporting
date about past events, current conditions and forecasts of
future economic conditions.

Set out below is the information about the credit risk
exposure on the Group’s contract assets using a provision
matrix:

REBRSOHRBEREBEEEETREDN
UstERMEEFRRE -StEGNEERRE
ERBZEBREDUESBIREZBER
wEBEE RRBGNEEREZBURIAER
BRE—ZRER - aNBEEZBEXDER
BAEMEEEANZESER DA ZE
ZEBRENAR A HEE BEME Em
BRI RERERE D) o &t ERRIAEM
BER EBKEBEEANKRSBHATEHN
ERBESRIE Y BRI R R A E IR 4 18
ANGERPIEER -

TR EABREREEDOTNERAERS
NEBEEZFERRZEN !

2022 2021
—E-C == ke

HK$’000 HK$’000

FHExT FHET

(Restated)

Ge= 7))

Expected credit loss rate TEHAE EEG1EX 96.62% 72.83%
Gross carrying amount (HK$’000) RE4E (T8 92,645 104,699
Expected credit losses (HK$'000) TEREERE (FET) 89,510 76,248
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“ECCEER

161



162

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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19. INVESTMENT IN FILMS, TELEVISION
PROGRAMS AND PROGRAM

RIGHTS

The movements in investment in films, television programs

and program rights are as follows:

19. ERX R BRI B KR BHiRiER

i
&
xd
il

ERMBEMBBREREZSHNT

Television
Theatrical films programs Total
HRER BHER st
HK$’000 HK$’000 HK$°000
TET FET FTET

Cost: 7%

At 1 January 2022 R_E__"F—HF—H 614,507 87,981 702,488
Written off HEH - (87,981) (87,981)
Exchange realignments bE R 914 - 914

At 31 December 2022 RZE_“F+-B=+—H 615,421 - 615,421

Accumulated amortisation and ReHEERRE -
impairment:

At 1 January 2022 RZE-_"&—HF—H 469,270 87,981 557,251

Amortisation provided during the year FREHR 2 #iH
(note 6) (Ktz¥6) 56,219 - 56,219
Impairment loss provided for the year FRFHR ZRERE

(note 6) () 11,738 - 11,738
Written off HigH - (87,981) (87,981)
Exchange realignments FER A 522 - 522

At 31 December 2022 RZ2-__&#+"B=+—H 537,749 - 537,749

Net carrying amount IREEE

At 31 December 2022 RIEZ”ZH&+"-A=+—H 77,672 - 77,672

Starlight Culture Entertainment Group Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A F5ER R MIEE

31 December 2022 —_E - _F+_HB=+—H

= .AH
ARE

19. INVESTMENT IN FILMS, TELEVISION 19. B R EBHE B KRB IRER

PROGRAMS AND PROGRAM )
RIGHTS (continued)
Television
Theatrical films programs Total
TRER BREE K5t
HK$’000 HK$'000 HK$'000
FAET FETT FET

Cost: s :

At 1 January 2021 RZE-_—F—HF—H 393,622 85,163 478,785
Additions "E 218,632 - 218,632
Exchange realignments ERAE 2,253 2,818 5,071

At 31 December 2021 RZZBE_—#+"A=+—H 614,507 87,981 702,488

Accumulated amortisation and ReHEHRRE -
impairment:

At 1 January 2021 RZZ2Z—-5—HF—H 110,928 66,795 177,723
Amortisation provided during the year FAFHE 2 #iH

(note 6) (FIzE6) 276,167 18,611 204,778
Impairment loss provided for the year FAFHRZ BEEE

(note 6) (FIzE6) 80,223 = 80,223
Exchange realignments ERHE 1,952 2,575 4,527

At 31 December 2021 RZE_—#+°"A=+—H 469,270 87,981 557,251

Net carrying amount IRERE

At 31 December 2021 WZ&2-_—F+”-A=+—H 145,237 - 145,237
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ra M BHRRMEE

31MDecember 2022 —=2 == = H=+—H

19. INVESTMENT IN FILMS, TELEVISION 19.

PROGRAMS AND PROGRAM
RIGHTS (continued)

The status of the investment in films, television programs
and program rights is as follows:

EXRENNB R ERER

(#)

Sel=2

FRERNE M BEREKREGKENT

2022 2021
—E-C —E -
Note HK$’000 HK$’000
B 5 FHET FAET
Non-current JERED
Theatrical film TRER
Released, net of accumulated BT {0k R st 5 a
amortisation 11,718 11,700
Current B
Theatrical films TRER
Released, net of accumulated BT IR B EHEX
amortisation and impairment A 65,954 100,804
Production in progress S{ER - 32,733
65,954 133,537
77,672 145,237

(@  The non-current investment in a film is not classified
as current asset because the full recoupment of this
asset is estimated to be taken place beyond the
Group’s normal operating cycle.

Starlight Culture Entertainment Group Limited
ANNUAL REPORT 2022
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19. INVESTMENT IN FILMS, TELEVISION

PROGRAMS AND PROGRAM
RIGHTS (continued)

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

The recoverable amount of the above investments was
determined based on value-in-use calculation which
uses the present value of the expected future cash flows
arising from the pre-determined share of proceeds of the
film which was derived from discounting the projected
future cash flows using the discount rates ranging from
21.39% to 22.15% (2021: 21.39% to 23.35%) based on
the different status of the films. Key assumptions for the
value-in-use calculations related to the estimation of cash
inflow/outflow include the forecasted box office revenue,
non-box office distribution revenues, distribution expenses
and discount rates. Such estimation is based on the
historical box office of the same film director and main cast
members, the market comparable data of films with the
same theme, the historic ratio between box office and non-
box office, and management’s expectations of the market.
The discount rates used are before tax and reflects the
current market assessment of the time value of money
and the risks specific to film production and investment
business, and also the life cycle of the similar kind of films.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

mE M BRI

31 December 2022 —_E - _F+_HB=+—H

0. BE R BN H R & H RS

(#)

FEESEGREXRERMEZEHMER
ENHHBARNERBRTHECRERBBAR
BERERE > LT EE S FEEABED
KRBT KEEE BXKRERDE K
BRERENTWOZEUAZREAERETE -

I ETRESELENRERBENE &
RABEBEFNERERNF21.39%%E22.15%
ZE T —F 21.39%%F23.35%) WIFHX
NEBERAKXREREFENETLEEZME
RBEBZBLETCHEZ2ARRRESHRER
&) MBE HBIRERA MBI ERNE
BEEENTIERREEBIZRE KHE
FERDEUNE DI REAIRE  Z G5t
BERE—EERTEEENBEEE F
—TEEEMNT RO - EERIFE
ENELLEEREEBHTIBEENTER-
FrAMREARAMIEE KMEFEKE
BEEMSITEREF U IERREERER
B 7R RLBE R W EmiEEE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ra M BHRRMEE

31MDecember 2022 —=2 == = H=+—H

20. CASH AND CASH EQUIVALENTS 20. REMREFHEEAE
2022 2021
T F BT —F
HK$’000 HK$’000
FHERT FAT
(Restated)
(#& S 5)
Cash and bank balances Be RIRITHR
Denominated in CA$ nscatE 1,398 56
Denominated in HK$ A TTsHE 115 70
Denominated in US$ METEHE 77,907 175,512
Cash and cash equivalents HBERRSEEER 79,420 175,638
21. OTHER PAYABLES AND ACCRUALS 21. HfthfE(t R IB R EH & F
2022 2021
—E-F T
HK$’000 HK$’000
FHT TAT
(Restated)
=2l
Deposits/advances from film financiers R E B RIE A RS BN 53,302 51,216
Advances due to third parties FETSE = R 20,811 27,708
VAT payable and tax penalties FEATIZ (B KRS S0k 32,397 26,258
Loan interest payables T EFF]E 56,668 29,660
Amount due to a director (note 31) e —S2EEBIFIE (FI5E31) - 180
Accrued expenses FEsth X 47,337 28,593
210,515 163,615
All other payables and accruals are expected to be settled FrEHEMENRIBERESTEREFHER—F
or recognised as income within one year or are repayable NEFTHERABWRARIZEREE -
on demand.

Starlight Culture Entertainment Group Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4R e MBS R R MY 5L

31 December 2022 —_E - _F+_HB=+—H

22. CONTRACT LIABILITIES 22. B[/
2022 2021
—E--F —_EBE_—fF
HK$’000 HK$’000
FET FET
(Restated)
(B E 7))
Short-term advances received from WEZ B PR ERE T .
customers:

— Deferred income — IR LW A 27,018 75,415

— Sale of film investments and —HEEFEKRERK
rendering of related services TRHAERARRTS 37,481 37,425
64,499 112,840

HK$48,510,000 (2021 (as restated): HK$55,193,000)
were recognised as revenue during the year ended 31
December 2022, which was included in contract liabilities
at the beginning of the year.

BHE_Z-__F#+-"HB=+—HLEEE>

48,510,0008 Tt (Z &=

—F (BEZ) :

55,193,000 7T) R AW A » W R EF T A

GHAaRE-

EAXCRKEERFRAR
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167



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ra M BHRRMEE

31MDecember 2022 —=2 == = H=+—H

23. INTEREST-BEARING BANK AND 23. St SRR EMERURER
OTHER BORROWINGS AND FILM KREEM
INVESTMENT LOANS
2022 2021
k- et g%
Effective Effective
interest rate Maturity HK$'000 interest rate Maturity HK$'000
BRAE L TER gk 5 TET
Current A
Borrowings - unsecured BE—EHEH  (hotes a, o) 3%-8% 2022-2023 193,919 3%-8% 2021-2022 197,625
(Mzka~c) b Ja Z°-£F
—EC= “2CCE
Film investment loans  EFREEN (notes b, ¢) 6%-8% 2022-2023 185,634 6%-8% 2021-2022 193,431
(zib c) —BoCEE “RT-EE
k- k- ETCE
379,553 391,056
2022 2021
—£-C BT —F
HK$’000 HK$’000
FHET FATT
Analysed into: DAUTIER !
— Within one year or repayable on ——FRRBREREER
demand 379,553 391,056
Note: B 5E
(@) At 31 December 2022, interest-bearing borrowings @ MZIE_—_H£+-_HA=+—H =84

amounted to HK$34,835,000 (2021: HK$67,420,000)
bearing interest at a rate of 8% per annum are matured,
and other borrowings amounted to HK$159,084,000
bearing interest at rates ranging from 3% to 8% per annum
will be matured in 2023 (2021: HK$130,205,000 will be
matured in 2022).

(b)  The film investment loans represented loans from film (b)
financiers which bear interest at rates ranging from 6% to
8% per annum. The repayment dates are subject to the
release dates of films.

168 Starlight Culture Entertainment Group Limited
ANNUAL REPORT 2022

34,835,000 75 (Z &2~ —4 : 67,420,000
70) B EM K% BN EEEC RN UKk
F875159,084,0008 T FF) E3% E8% T
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

23. INTEREST-BEARING BANK AND
OTHER BORROWINGS AND FILM
INVESTMENT LOANS (continued)

Note: (continued)

()

As at 31 December 2022, the Group defaulted on
repayment of certain interest-bearing borrowings and
film investment loans (including those classified as
financial liabilities at fair value through profit or loss and
derivative financial liabilities) with principal amounts of
HK$166,712,000, and have a further interest-bearing
borrowings and film investment loans (including those
classified as financial liabilities at fair value through profit or
loss and derivative financial liabilities) with principal amounts
of HK$411,000,000 which were repayable within one year.

The Group has been actively negotiating with all of the
lenders for renewal and extension for repayments of the
overdue borrowings. Subsequent to the end of the reporting
period, the Group entered into extension agreements with
lenders of borrowings and film investment loans (including
financial liabilities at fair value through profit or loss and
derivative financial liabilities) with principal amounts of
HK$123,150,000 to extend the repayment due date to
June 2024.

mE M BRI

31 December 2022 —_E - _F+_HB=+—H

g

B sk

()

23. st BRI R EMEE UK E

EETAC

()

AR TF+TR=+—H AERKREE
BAE166,712,000BTHE T EEBER
BYREEN (BFEERR AT ES ABT
NERBERTESREESE)  BAERESE
jéb411 000,000 TRt EEERBEFKREE
R EEIERBATESARENEHER
Ezmiﬁmﬁiéia%) AR—FERER-

rEE—BRBEFMARBEANREEKRILERS
BEAREEETES REHRE  xEH
MAEA123,150,0008 T2 EEREFKE
BR (BERATFESABRNESMEBERTT
LEmBERE) BREATIERGSE LUKE
HEHERE S _UFEB o

BN R ERBRAR
B _FEFR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ra M BHRRMEE

31MDecember 2022 —=2 == = H=+—H

23. INTEREST-BEARING BANK AND
OTHER BORROWINGS AND FILM
INVESTMENT LOANS (continued)

Film investment loans with a principal amount of
HK$185,634,000 (2021: HK$193,431,000) bear variable
interest rates depending on the royalties generated from
the films, which are derivative components and should be
separated from the film investment loans and measured
at fair value. The summary of movements in the derivative
component of the film investment loans is as follows:

23.

st BIRITRHMESURE
REER @

B REENARE185,634,0008 T (ZF
——%:193,431,0008 7T) MEBURNBX EL
IRESEZ FEBA XA R EZATELD K
FRBEEREENDHIRAFESE S
EREEBRTES S EHBPENT

Derivative financial liabilities TTEERMAaR
2022 2021
—E=-= —E-
HK$’000 HK$’000
FHET TAT
At 1 January w—A—H 16,140 17,945

Changes in fair value of derivative TEERaEA T EES

financial liabilities (note 6) (f15E6) (2,363) (1,901)
Exchange realignments b O EE R 31 96
At 31 December W+A=+—H 13,808 16,140
Changes in fair value of the derivative component of the REARN %?ﬁ&,ﬂf%?xji*ﬁﬁ@zlzﬁﬁ@]
film investment loans amounting to HK$2,363,000 (2021: £ %82,363, OOO/%TG = —% 11,901,000

HK$1,901,000) were recognised in profit or loss during the
year.

Starlight Culture Entertainment Group Limited
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24. FINANCIAL LIABILITIES AT FAIR

VALUE THROUGH PROFIT OR LOSS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

mE M BRI

31 December 2022 —_E - _F+_HB=+—H

24. BAFEFARGNERAE

2022 2021
k- S BT —F
HK$’000 HK$’000
FHET FET
Amount received under the AT EHERAVE
co-investment arrangements without ZHT EWRIE—
share of copyrights, at fair value mO (G kR 184,351 192,023

Amount received under the co-investment arrangements
without share of copyrights are designated as financial
liabilities at fair value through profit or loss.

During the years ended 31 December 2022 and 2021,
the Group had several co-investment agreements with
investors in film production projects, which entitled the
investors to receive a variable income based on the
investor’s investment amount and expected rate of return
as specified in the respective co-investment agreements.
Investors have no control nor joint control over the
investments and without sharing of copyrights.

The Group measured, at initial recognition, the cost of
these amounts received based on the cash consideration
for these investments.

All these films had been released and the carrying amount
at the end of the reporting period represented the fair value
of these financial liabilities derived based on the estimated
net future cash flows from these films attributable to the
investors. The repayment dates of these liabilities are
normally after 30 days every time the Company receives
cash receipts from distributors. Further details are set out
in note 23(c) to the consolidated financial statements.

The fair value loss on remeasurement of fair value
of financial liabilities at fair value through profit or
loss amounting to HK$8,511,000 (2021: gain on
remeasurement of fair value of HK$81,850,000) were
recognised in profit or loss during the year.

BEREZHTESGRENSWRIBEE
BHEBEAFESABZNEMER-

WE_S-_"ER-_S-—FE+A=+—
BEFE AEREKLEENERLRIFEE
FIEETHERERZ BESHSKRER
EMAEREENRESERBEHRLERE
REERAREDNIEZ NG REEHKRETL
mIEHI RS TS BEEOGRE

FEERVNTRIFREZSFRENESA
Bt EZFEWRIBERI A -

ZEEFHE LM RREHANIREES
ZESHEBENATE HILRBEREERE
HZEEENEFAKRBEEREFEESH
ZEEENERHBEERALARIERKE
BIOTENIRSWIEIOE R E—TFEBEHEN
e EHRERMFE23(c) °

FARNEFFE2RATFEFAEGZNEREE
AT {EEE8,511,0008 T (CE_—4F &
HstE2MAFE W= 481,850,0008 7T) 118

m D o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ra M BHRRMEE

31MDecember 2022 —=2 == = H=+—H

25. SHARE CAPITAL 25. i@ 7
2022 2021
HK$’000 HK$’000
FA&T FAET
Authorised: ERE
20,000,000,000 ordinary shares of 20,000,000,000/% =B E &
HK$0.10 each 0.10B T2 EBR 2,000,000 2,000,000
Issued and fully paid: BRTRERE
823,564,799 (2021: 823,564,799) 823,564,790 (&~ —4 ¢
ordinary shares of HK$0.10 each 823,564,7990%) B EE
0108z EiBK 82,356 82,356
A summary of the Company’s share capital is as follows: KN BRGABRA T -
Number of
shares in issue Share capital
BEITRAEE B&zs
HK$’000
FE7T
At 1 January 2021, 31 December 2021, R _ZE_—&—H—H~
1 January 2022 and 31 December g —F+"HB=+—8H"
2022 " HF—-HB—HK
B2 _F+”-H=+—H 823,564,799 82,356

Starlight Culture Entertainment Group Limited
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26. SHARE OPTION SCHEME

At the annual general meeting of the Company on 1 June
2012, an ordinary resolution to propose a share option
scheme (the “2012 Share Option Scheme”) was passed.
The 2012 Share Option Scheme was thus approved
and adopted at the general meeting and subsequent
approval was granted by the Stock Exchange. The
2012 Share Option Scheme is valid and effective for 10
years commencing from the adoption date (i.e., 1 June
2012). The number of shares, which may be issued upon
exercise of all outstanding options granted under the
2012 Share Option Scheme and other schemes adopted
by the Group, is not permitted to exceed 30% of the
shares of the Company in issue at any point in time. The
total number of shares in respect of which options may
be granted under the 2012 Share Option Scheme and
other schemes adopted by the Group in aggregate is not
permitted to exceed 10% of the shares of the Company in
issue at the adoption date. The total number of shares in
respect of which options may be granted to any individual
is not permitted to exceed (i) 0.1% of the shares of the
Company in issue, and (i) HK$5,000,000 in aggregate
value based on the closing price of the shares at the date
of each grant, in any 12-month period unless such grant
is approved by independent shareholders at a general
meeting.

A consideration of HK$1 is payable by the grantee on
the acceptance of options granted. An option may be
exercised from the date of acceptance of the offer of such
option to the earlier of the date on which such option
lapses and 10 years from the offer date of that option.
The exercise price is determined by the directors of the
Company, and will not be less than the higher of the
closing price of the shares on the Stock Exchange on
the date of the grant of the options, and the average of
the closing prices of the shares for the five trading days
immediately preceding the date of the grant of the options.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

mE M BRI

31 December 2022 —_E - _F+_HB=+—H

26. fsRztEsTEI

AARBR_E-—_FRA—BETZRR
BEARG L BE—EERESE (T2 —C
FHRESND ) 2EERBREEEBB-—F
——FERESEIFILNRRASG EEALE
KR BB AR REH - T ——
FHEREAITS HEMBHE BN -2 —Z2FX
A—RB) Bt +FERNERKRER - TEEREZ
T - FRRES I RAERRRNZ HME
BREZABREARTERREMAEREITZ
ROBE A EEBREETAREEAATERTT
RN Z30% - IRIE_ZT—_FHEKREFE X
FEERMZEMAEITIERHZBREZ
ERRMBESHACTBERMBAERRT
BEITRMNZ10% - RER+ @R HE A
FERMEMALTREZEREZBRBARKRN A
FRBBNTRBEHEITRN Z0.1% > K(i)iR
BREEHEARRMZWTESEZBEE
5,000,000 70 FRIFERR H BB I REN
RRERARE E#IER S IERI

EEANEMERZBEREFSAGRENE
ToRBREFAZEMZEFEREZNEHE
EZERESMABERERERZBHER
+THFEQ URFES®E) LHBTE-TEE
HARBDEFEE IR AERERERD
HARMIEEBZPAZWHE R EEERE
REBHMAERZ RN ZFHRHEZ

BBE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4R e MR R MY EE

31MDecember 2022 —=2 == = H=+—H

26. SHARE OPTION SCHEME (continued) 26. R HEETE @

The Company adopted a new share option scheme
(“New Share Option Scheme”) subsequent to the expiry
of 2012 Share Option Scheme on 31 May 2022. The New
Share Option Scheme is valid and effective for 10 years
commencing from the adoption date (i.e., 3 August 2022).
The number of shares which may be issued upon exercise
of all outstanding options is not permitted to exceed
30% of the shares of the Company in issue at any point
in time. The total number of shares in respect of which
options may be granted under the New Share Option
Scheme in aggregate is not permitted to exceed 10% of
the shares of the Company in issue at the adoption date.
The total number of shares in respect of which options
may be granted to any individual is not permitted to 1%
of the shares of the Company in issue in any 12-month
period unless such grant is approved by independent
shareholders at a general meeting.

No options have been granted under the 2012 Share
Option Scheme nor the New Share Option Scheme during
the year ended 31 December 2022 and in prior years.

A consideration of HK$1 is payable by the grantee on
the acceptance of options granted. An option may be
exercised from the date of acceptance of the offer of such
option to the earlier of the date on which such option
lapses and 10 years from the offer date of that option.
The exercise price is determined by the directors of the
Company, and will not be less than the higher of the
closing price of the shares on the Stock Exchange on
the date of the grant of the options, and the average of
the closing prices of the shares for the five trading days
immediately preceding the date of the grant of the options.

Starlight Culture Entertainment Group Limited
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27. RESERVES

The amounts of the Group’s reserves and the movements
therein for the current and prior years are presented in the
consolidated statement of changes in equity.

Share premium

The share premium of the Group represents the amount
subscribed for share capital in excess of nominal value.

Statutory reserve fund

In accordance with the relevant PRC regulations applicable
to wholly-foreign-owned companies, certain entitles within
the Group are required to allocate a certain portion (not
less than 10%), as determined by their boards of directors,
of their profit after tax in accordance with the general
accepted accounting principles in the PRC to the statutory
reserve fund (the “SRF”) until such reserve reaches 50% of
the registered capital.

The SRF is non-distributable other than in the event of
liquidation and, subject to certain restrictions set out
in the relevant PRC regulations, can be used to offset
accumulated losses or be capitalised as issued capital.

In accordance with the relevant regulations and the
articles of association, a subsidiary registered in the
PRC as a domestic company is required to appropriate
10% of its net profit (after offsetting accumulated losses
from prior years) to the statutory surplus reserve. After
the balance of such reserve reaches 50% of the entity’s
capital, any further appropriation is at the discretion of the
Company. The statutory surplus reserve can be utilised to
offset accumulated losses or increase capital. However,
the balance of the statutory surplus reserve must be
maintained at a minimum 25% of the capital after such
usages.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4R e MR R MY EE

31MDecember 2022 —=2 == = H=+—H

28. NOTES TO THE CONSOLIDATED 28. IZAHRERERMEE
STATEMENT OF CASH FLOWS
(@) Major non-cash transactions (@ EEIFRERSH
During the year ended 31 December 2021, the REE_ZE-_—F+"/B=+—HI%F
Group had non-cash additions to right-of-use E AEEFRAMATENMEERZHZ
assets and lease liabilities of HK$2,982,000 and FERESENREESENIEREIE MY
HK$2,884,000 in respect of lease arrangements for 71 %2,982,00078 7T 522,884,00078 7t ©

office space respectively.

(b) Changes in liabilities arising from b) RMEEEFTESXBEEE
financing activities
2022 —EZ_HF
Bank
and other
borrowings
and film
investment Lease Promissory
loans liabilities notes
RITR
Hifg &
URER
BREER HE&E ARERE
HK$’000 HK$’000 HK$’000
FER FERT FERT
At 1 January 2022 RZE-_"&#—F—H 391,056 4,493 -

Changes from financing cash FIER&REEH

flows (10,057) (2,836) -
Interest expenses MERX 27,088 183 -
Unpaid interests recorded in 5 A ELthFE (S R IE K
other payables and accruals  FEst & RRIARTF B (27,088) - =
Exchange realignments ERAE (1,446) - -
At 31 December 2022 i ——
+ZA=+—H 379,553 1,840 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

28. NOTES TO THE CONSOLIDATED
STATEMENT OF CASH FLOWS

(continueq)

(b) Changes in liabilities arising from
financing activities (continued)

= A
i 3

MR MIEE

31 December 2022 —_E - _F+_HB=+—H

28. iR RERERMTE @

b) MEFBFFELEERESH @

2021 —E—F
Bank
and other
borrowings
and film Lease Promissory
investment loans liabilities notes
BITR
HMEE
MkEBEF
SEER HEaE ARER
HK$’000 HK$’000 HK$’'000
FHET THET TAET
At 1 January 2021 RZEZ—5%—F—H 509,919 4,718 1,000
Changes from financing MEREREE
cash flows (119,817) (3,032) (1,000)
New leases entered HE LN - 2,884 =
Early termination of a lease R R&LIE—BHREESH
contract - (375) -
Interest expenses FER> 14,678 298 =
Unpaid interests recorded in & A ELfthFE (S FRIE K
other payables and accruals &5t &RRIKRTH S (14,678) = =
Exchange realignments FER A 954 - -
At 31 December 2021 RZE_—F+"_B=+—H 391,056 4,493 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ra M BHRRMEE

31MDecember 2022 —=2 == = H=+—H

28. NOTES TO THE CONSOLIDATED
STATEMENT OF CASH FLOWS

(continueq)

(c) Total cash outflow for leases

The total cash outflow for leases included in the

28. iR RERERMTE @

(c) HERZRHEE

SPAGEREMNERZEER

WEMEE

consolidated statement of cash flows is as follows: FBUIE
2022 2021
—E-CF BT —F
HK$’000 HK$’000
FAT FAET
Within operating activities REFHN 258 216
Within financing activities REEEIN 2,836 3,032
3,094 3,248
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

29. DISPOSAL OF SUBSIDIARIES 29.

In February 2021, the Group disposed of the gaming
operation and the underlying assets and liabilities to an
independent third party for a nominal consideration of
HK$39.

The assets and liabilities of the subsidiaries at the disposal
date were as follows:

mE M BRI

31 December 2022 —_E - _F+_HB=+—H

REEMHBAE
RIBZ—FR AEER R RS R

HEEREBBEET —RBUE=H B&
KBRI9GB T

RHEBHNBARZEERGRIT !

2021
HK$’000
TAET

Prepayments, other receivables and FENRIE AtERRIBE R  HMtMmEE
other assets 2,560
Cash and cash equivalents BE MRS EER 7
Other payables and accruals HihERIE R E &R (4,641)
Tax payable ETFR1E (188)
Non-controlling interests JEER 25,010
(22,748)

Release of exchange reserve R E R R IREE R

upon disposal 4,062
Net assets disposed of BHEBEEFE 26,810
Loss on disposal of subsidiaries EEMRBASINEE (26,810)
Satisfied by: Cash BUTHEE (R e =
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ra M BHRRMEE

31MDecember 2022 —=2 == = H=+—H

29. DISPOSAL OF SUBSIDIARIES 29. ZEMIBATE @
(continueq)
An analysis of the net outflow of cash and cash equivalents EREENBARNRERAEEEEBF
in respect of the disposal of the subsidiaries is as follows: MRS
2021
B
HK$’000
FATT
Cash consideration HERE S
Cash and cash equivalents disposed of BHEMNRERIEEEEEE )
Net outflow of cash and EHREENBRARAZESKIRSEEERFMREY
cash equivalents in respect of
the disposal of subsidiaries (7)
30. COMMITMENTS 30. A
(@) The Group had the following capital commitments at (@) AEBERBEHRRBEUTZERKIE
the end of the reporting period:
2022 2021
-F-= T
HK$’000 HK$’000
THET TAT
Contracted, but not provided for: B T4 Bk !
— Film investments —EBRRE 151,925 215,969
(b) The Group has no lease contract that have not yet by WIZ2EZZHF+ZHA=+—H Kx&H
commenced as at 31 December 2022 (2021: nil). WHEHMRHENEESN CEZ—F:

) o
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31. RELATED PARTY TRANSACTIONS

In addition to the transactions detailed elsewhere in these
consolidated financial statements, the Group had the
following outstanding balance with a related party as at 31
December 2022:

Contract asset receivable from a related
party

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

mE M BRI

31 December 2022 —_E - _F+_HB=+—H

. BBk E 2B

RIBEZ__HE+"R=+—H BZFEHH
BRI ZEMRZ 0 AEB AR
BB LU REELR

Bl —REBAZENEE

2022 2021
S B
HK$’000 HK$'000
FHET FATT
A related company of a shareholder -  JRER A —EIRAHE A T
Horgos Feixia EWRATRME - 18,257

Horgos Feixia Film and TV Culture Media Limited
(“Horgos Feixia”) is a subsidiary of Hangzhou Xindingming
Enterprise Management Consulting Co., Ltd (“Hangzhou
Xindingming”), Hangzhou Xindingming is the parent
company of Timcha.

() Compensation of key management
personnel of the Group

The remuneration of the key management of the
Group during the year was as follows:

ERMRIREEGEXEEREEREET AT
(TEMRHTREL) HUNHRRAEEEEE
ABRAT (THUNFTRER) ZHB AT it
MNHRBABREZEAF -

() TEBEFXEEIEASFH

FAXREETEEEABSH MO T !

2022 2021

—E-C BT —F

HK$’000 HK$’'000

FHET FET

Short term employee benefits SHREET 5,429 6,924
Retirement benefit scheme RABHN FHEERR

contributions 18 18

5,447 6,942

The remuneration of directors and other members
of key management is determined by the board
of directors having regard to the performance of
individuals and market trends.

EEhHEMTEEEEREZHMEBE
FEKBEAARBERTSEEEE -

BRI EEARAF N
B _FFR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= A
i 3

AR R MIEE

31MDecember 2022 —=2 == = H=+—H

31. RELATED PARTY TRANSACTIONS

31. Bl BE RS @

(continueq)
() Compensation of key management (i) =EBETFTEEEASHMN @
personnel of the Group (continuea)
Further details of directors’ and the chief executive’s ERAEZEERFETHAEFMN 2 E—F
emoluments are included in note 8 to the HBEHN G BEIREN S
consolidated financial statements.
(i) Amount due from a director (i) ER—RESEMRIE
2022 2021
—E-C BT —F
HK$’000 HK$’000
FHET FET
Amount due from a director B —%EEHIE
— Mr. Luo Lei (note 17) —BEIE H:E17) 5,067 872
Amount due from a director is non-trade in nature, W —2EEREAIEEZ S 87K
unsecured, interest-free and recoverable on demand. R ERBZERTKE -REE_ZT
The maximum balance outstanding during the year T+ "ABA=+—HIEFE HKXE
ended 31 December 2022 is HK$5,067,000 (2021: BrReERA5,067,0008 T (ZF
HK$2,092,000). ——% 12,092,000 7T) ©
(i) Amount due to a director (i) FE—%EFEMRIE
2022 2021
it St - —=-—#
HK$’000 HK$’'000
FHERT FAET
Amount due to a director B — % EEHIE
— Chau Chit (note 21) —BY (f:sE21) - 180

Amount due to a director is unsecured, interest-free
and repayable on demand.
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ANNUAL REPORT 2022

BN —2EFRERERT - ZEB R

BEREE



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31. RELATED PARTY TRANSACTIONS

(continueq)

(iv) Amount due to a shareholder

= .AH
ARE

MR MIEE

31 December 2022 —_E - _F+_HB=+—H

31. A RS @

(iv) EfY—%BRRMRIE

2022 2021

== —ETI—F

HK$’000 HK$’000

F&T FAT

Amount due to a shareholder ERT—2 IR ERIE 1,132 1,227

Amount due to a shareholder is non-trade in
nature, unsecured, and interest-free. The balance is
repayable in 2023 (2021: repayable in 2022).

Film investment loan

B — B REM
WRRE - EERA
,\:_EE

IE%?E*%’\EE\E}E%
A TZ%‘Z_EETE%) .

vy BERREEWN

2022 2021
—E_— BT —F
HK$’000 HK$’000
FHET TAET
A shareholder — Jiangyin Binjang —#% &8 —1ET
Technology Venture Investment R BIZEREBR AR
Co., Ltd. (“Jiangyin Binjiang”) N =3:-$1u)) 26,658 30,420

The film investment loan is trade in nature,
unsecured and bears 6% (2021: 6%) interest per
annum. The loan is overdue as at 31 December
2022 with accrued interests of HK$5,220,000
(2021: HK$3,951,000) and late payment penalties
of HK$4,315,000 (2021: HK$3,584,000). As at the
date of this report, the Group is in the process of
renegotiating the terms of the loan with Jiangyin
Binjiang, which includes, among others, to extend
the maturity dates. The interest and late payment
penalties had been accrued according to the
provision of the current loan agreement.

EXREERARZHE BIRFREZE
FRMEAEK (T _—F :16%) 578
ZERNR_ZE-__F#+=ZH=+—H
B8R st H B 45,220,000 7T (=
T —4 3,951,000 7w) RERNES A
4,315,000 75 (Z T ——4 : 3,584,000
BIT) cRAREH AEBEIEL TR
BIIEMBEERER U (HEhaiE)
ERFHB BRI ERFEMNEEIRE
HEBERIHEMNIR TR

BN R ERBRAR
B _FEFR
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32. FINANCIAL INSTRUMENTS BY 32. BN ERMT A
CATEGORY
The carrying amounts of each of the categories of financial REEHF EMTESE2ENEREAW
instruments as the end of the reporting period are as T <
follows:
2022 g
Financial
assets at
amortised cost
FE sk A st E
ZEMEE
Financial assets EREE HK$’000
FAT
Trade receivables B 5 R IE 4,054
Financial assets included in prepayments, st ATBIFUIE s EtEWHIBREMEEZ
other receivables and other assets EHEE 110,527
Contract assets BHNEE 3,135
Cash and cash equivalents RBeMIBSEEEB 79,420
197,136
Financial liabilities
designated as
fair value through Financial
profit or loss at liabilities at
initial recognition amortised cost Total
LS
EERATE
ARG EN B A
ERHER HEzsHas st
Financial liabilities ERafE HK$'000 HK$'000 HK$'000
FTAT FAT FHET
Financial liabilities included in SARMENTERESERN
other payables and accruals BN - 130,781 130,781
Lease liabilities HEAE - 1,840 1,840
Interest-bearing bank and other HERTRAMEEURER
borrowings and film investment loans ~ REE™ - 379,553 379,553
Derivative financial liabilities ThEEmar 13,808 - 13,808
Financial liabilities at fair value through ~ ¥#AFEF ABZHNEHMER
profit or loss 184,351 - 184,351
Amount due to a shareholder R —2REHIEA - 1,132 1,132
198,159 513,306 711,465
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

32. FINANCIAL INSTRUMENTS BY
CATEGORY (continueq)

The carrying amounts of each of the categories of financial
instruments as the end of the reporting period are as
follows: (continued)

2021 (Restated)

= A
i 3

MR MIEE

31 December 2022 —_E - _F+_HB=+—H

2. ENFPHERMTAE @

REREAR EMIAZEDENREEN

&

“EC—F (EEY)

Financial
assets at
amortised cost
FSH A AT E
ZEMEE
Financial assets EHEE HK$’000
F#R
Trade receivables B 5 WIS 34,510
Financial assets included in prepayments, st ATBIFUIE s EtEWHIBREMEEZ
other receivables and other assets ETHEE 107,163
Contract assets BHNEE 28,451
Cash and cash equivalents ReMIBSEEEB 175,638
345,762
Financial liabilities
designated as
fair value through Financial
profit or loss liabilities at
at initial recognition amortised cost Total
RAN AR B
EERLATE
STABTEEN A
EHMEE HEZEREER wast
Financial liabilities &RafE HK$'000 HK$'000 HK$'000
FAT TAT THET
Financial liabilities included in other STAHMEARIERESERN
payables and accruals ERaE - 108,764 108,764
Lease liabilities HEaE - 4,493 4,493
Interest-bearing bank and other FRBTRAMEEUR
borrowings and fim investment loans ~ BFREEN - 391,056 391,056
Derivative financial liabilities ThEEmar 16,140 - 16,140
Financial liabilities at fair value through ~ ¥#AFEF ABZHNEMER
profit or loss 192,023 - 192,023
Amount due to a shareholder R —aRERHIE = 1,227 1,227
208,163 505,540 713,703
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31MDecember 2022 —=2 == = H=+—H

33. FAIR VALUE AND FAIR VALUE

3. EMTANAFERATFEHE
HIERARCHY OF FINANCIAL R

INSTRUMENTS

Management has assessed that the fair values of cash
and cash equivalents, contract assets, trade receivables,
financial assets included in prepayments, other receivables
and other assets, financial liabilities included in other
payables and accruals, interest-bearing bank and other
borrowings and film investment loans and amount due to a
shareholder approximate to their carrying amounts largely
due to the short-term maturities of these instruments.

The Group’s finance department headed by the finance
manager is responsible for determining the policies and
procedures for the fair value measurement of financial
instruments. The finance manager reports directly to the
chief financial officer and the audit committee. At each
reporting date, the finance department analyses the
movements in the values of financial instruments and
determines the major inputs applied in the valuation. The
valuation is reviewed and approved by the chief financial
officer. The valuation process and results are discussed
with the audit committee twice a year for interim and
annual financial reporting.

Starlight Culture Entertainment Group Limited
ANNUAL REPORT 2022

EEECHLEERFEEEEEE SNE
EBHBWGRE st AR RIE Y H W
HMERAEMEEZ EMEE FAHMEBN
MIERESER StRBITRAEMMEES UK
BYREBEENZEMEERENT—2REMR
BZATERHKREEES TEHERZS
TEHREHANEIR-

FEERMBEERENVHEHETHES
MIARAFEABENERRRER MHLEE
ERAVBRERERZZEGER - NER
SR MBHRMAOMERTRABENES
BR TEEGEMANEIZEHABE GE
HMEREERTHE - HEBRERERHA
BEREEESFETMRTH  UFPHAR
FEMBHR



33. FAIR VALUE AND FAIR VALUE

HIERARCHY OF FINANCIAL
INSTRUMENTS (continued)

The fair values of the financial assets and liabilities are
included at the amount at which the instrument could be
exchanged in a current transaction between willing parties,
other than in a forced or liquidation sale. The following
methods and assumptions were used to estimate the fair
value:

The changes in fair value as a result of the Group’s own
non-performance risk for interest-bearing bank and other
borrowings and film investment loans as at 31 December
2022 were assessed to be insignificant.

The fair value of the derivative financial liabilities as at 31
December 2022 was related to variable interest rate of
certain film investment loans, which was calculated based
on the discounted cash flows model under the income-
based approach. The key assumptions included discount
rates and forecasted revenue. A significant increase in the
forecasted revenue in isolation would result in a significant
increase in the fair value of the derivative financial liabilities.
A significant decrease in discount rate in isolation would
result in a significant increase in the fair value of the
derivative financial liabilities.

The discount for lack of marketability represents the
amounts of premiums and discounts determined by the
Group that market participants would take into account
when pricing the investments.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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3. EMITANAFERATFEE
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33. FAIR VALUE AND FAIR VALUE
HIERARCHY OF FINANCIAL
INSTRUMENTS (continued)

Fair value hierarchy

The following table illustrates the fair value measurement
hierarchy of the Group’s financial instruments:

Liabilities measured at fair value:

At 31 December 2022

33. %ﬁilﬁﬂ'\]’&%ﬁ&ﬁiﬁﬁl@
N (E)

AFEER
TRIFAEESHIAZ ATEHEER:

BRATEFEZAR:
RZE-_-%+Z-R=+—H

Fair value measurement using

ERUTEBEZ ATEFE

Quoted prices Significant Significant

in active observable  unobservable
markets inputs inputs Total

g BEXUBHE EBEATIEZR
miHHRE BAHE BAHE st

(Level 1) (Level 2) (Level 3)

(E—R) (EZR) (BE=%H)
HK$'000 HK$'000 HK$'000 HK$'000
FTAT FTAT FAT FHT

Financial liabilities at fair value through AT EF ABZHNEMER

profit or loss - - 184,351 184,351
Derivative financial liabilities TEsmasE - - 13,808 13,808
- - 198,159 198,159

At 31 December 2021

W 2_—&F+"B=+—H

Fair value measurement using

ERAUTRBEMFZ ATERHE

Quoted prices Significant Significant

in active observable  unobservable
markets inputs inputs Total

RERE  ERAURE EATIEE
miFRE WA WABE fast

(Level 1) (Level 2) (Level 3)

(E—#R) BEZ#H) (B=H)
HK$'000 HK$'000 HK$'000 HK$'000
FTET FET FET THET

Financial liabilities at fair value through ~ #ATEFABGZNEHEE

profit or loss - - 192,023 192,023
Derivative financial liabilities ThEEmar - - 16,140 16,140
- - 208,163 208,163
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33. FAIR VALUE AND FAIR VALUE 3B EMIANAFERLATFEHE
HIERARCHY OF FINANCIAL R =
INSTRUMENTS (continued)
Fair value hierarchy (continued) RTEEBHR @
During the year, there were no transfers of fair value RER B—HREFE _RZEBAFESE L
measurements between Level 1 and Level 2 and no EEL NTETCHREENTHREEEATGE
transfers into or out of Level 3 for both financial assets and HEZAWBER(CEZ—F 1 H) o

financial liabilities (2021: nil).

Below is the summary of the valuation techniques used TERBANR S ZFAZEI—F+A
and significant unobservable inputs to the valuation of =t HERMIAGEMERZGERME
financial instruments together with a quantitative sensitivity BEATAEZHABBUREEFRE Do

analysis as at 31 December 2022 and 2021.

Significant
Valuation Unobservable Sensitivity of fair value to the
techniques input Range input
EXFIHE ATFEHBA
& B i AR #E BIEHRE
Financial liabilities at fair value  Income-based Estimated 2022:HK$61,735,000 5% (2021: 5%) increase/decrease
through profit or loss approach  revenue from to HK$317,473,000 in estimated revenue would result
films (2021: HK$61,643,000 to  in increase/decrease in fair value by
HK$316,299,000) HK$9,654,000/HK$9,654,000
(2021: HK$9,216,000/
HK$9,216,000)
BATESABEN WAZE RBERZE —EZ "% 61,735000E T E et IE M,/ R5%
THERE st da 317,473,000 #7T (C2Z—F:5%)
(ZB=—4: 61,643,000 E SERATELM/ AL

316,299,0007T) 9,654,000 #7T,79,654,000 7T
(ZE-—%:9,216,0008 T,/
9,216,000 7T)
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33. FAIR VALUE AND FAIR VALUE
HIERARCHY OF FINANCIAL
INSTRUMENTS (continued)

Fair value hierarchy (continued)

Below is the summary of the valuation techniques used
and significant unobservable inputs to the valuation of
financial instruments together with a quantitative sensitivity
analysis as at 31 December 2022 and 2021. (continued)

Significant

Valuation Unobservable
techniques input
EXFAER

& {E i AR

33. %EEIEE'\J’REFE&’REF{EE
N (&)

NEERR =)

TRBEN-F_FR-IFI—F+AH
=+—BEMIAMGERERZ GERITR
BEATABERHABEUREESRED
o (4)

Sensitivity of fair value to the

Range input
ATEHBA
#E BENREE

Derivative financial liabilities Income-based Estimated 2022:HK$18,228,000 5% (2021: 5%) increase/decrease
approach  revenue from to HK$317,473,000 in estimated revenue would result

films (2021: HK$10,346,000 to i increase/decrease in fair value by

HK$316,299,000) HK$49,000/HK$49,000

(2021: HK$50,000/HK$50,000)

TEemaR WAE RBEFRZE —EZ 5 18,228,0008 T E Bt IE M,/ 5%
st s 317,473,000 7T (C2Z—F5%)

(ZBZ—%F 10,346,000 8T E SERAFEEM/HD

316,299,000 7T) 49,0007 7t,//49,00078 7%

(ZEZ—% 50,0008,/

50,0005 7T)
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34. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise
interest-bearing bank and other borrowings and film
investment loans, derivative financial liabilities and cash
and cash equivalents. The main purpose of these financial
instruments is to raise finance for the Group’s operations.
The Group has various other financial assets and liabilities
such as trade receivables, which arise directly from its
operations.

The main risks arising from the Group’s financial
instruments are interest rate risk, foreign currency risk,
credit risk and liquidity risk. The board of directors reviews
and agrees policies for managing each of these risks and
they are summarised below.

Interest rate risk

The Group’s exposure to the risk of changes in market
interest rates as at 31 December 2022 relates primarily to
the Group’s interest-bearing film investment loans with a
floating interest rate.

The Group’s policy is to manage its interest rate risk using
a mix of fixed rate and movie performance specific debts.
The Group has not used any financial instruments to hedge
potential fluctuations in interest rates.

The Group’s exposure to interest rate risk is minimal.

Foreign currency risk

The Group has transactional currency exposures. Such
exposures arise from sales or purchases by operating units
in currencies other than the units’ functional currencies.
None (2021: None) of the Group’s sales were denominated
in currencies other than the functional currencies of the
operating units making the sale.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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34. BHEIEEERBRREE

FEENTEMBIRGEFBRITREM
BEUNRBERBEER - TETHMEBEUR
ReEkReFERE -ZFETHMIANEE
BN AEEENKCEEEES -AEHE
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31MDecember 2022 —=2 == = H=+—H

34. FINANCIAL RISK MANAGEMENT 34. HEAMRBEEEREE @
OBJECTIVES AND POLICIES (continueq)
Foreign currency risk (continued) ShEs LB (@)
The following table demonstrates the sensitivity at the end TREINTMEEMEBRETAEZER
of the reporting period to a reasonably possible change in T REBERRKREEE CREUARBRET
the RMB and USD exchange rates, with all other variables FENERTE SRREHEFRARBERET
held constant, of the Group’s loss before tax (arising from XS EEE 2 BURE -

RMB and USD denominated financial instruments).

Increase/ Increase/
(decrease) in (decrease) in
basis point loss before tax
EHEh PRI ARS8
¥ GRL) ¥gm, GEL)
HK$’000
TR
2022 —EZCHE
If the Hong Kong dollars weakens A TR ETRZE
against the USD 100 3,916
If the Hong Kong dollars strengthens  {i# B T R =T HHE
against the USD (100) (3,916)
If the Hong Kong dollars weakens MATRAREERE
against the RMB 100 30
If the Hong Kong dollars strengthens  {#& 707 AR EFHE
against the RMB (100) (30)
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34. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continueq)

Foreign currency risk (continued)

mE M BRI

31 December 2022 —_E - _F+_HB=+—H

34. HERREEEAEREE @

S LR ()

Increase/ Increase/
(decrease) (decrease) in
in basis profit loss before tax
B2 FRIR ARS8
1@, Cri 1@, R
HK$'000
TET
2021 (As restated) TEI—F (RES)
If the Hong Kong dollars weakens B TR ETEZE
against the USD 100 3,995
If the Hong Kong dollars strengthens {887t R ETHE
against the USD (100) (3,995)
If the Hong Kong dollars weakens AT ARERE
against the RMB 100 71
If the Hong Kong dollars strengthens & TR AR EFE

against the RMB

Credit risk

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

monitored on an ongoing basis.

(100) (71)

EEAK
FEEERCRIREBRENESSAX
S AEEHEREMERAEEBRZH
EFRAETEMBHERF I AEEEH
B 2R B W RIE A B o
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ra M BHRRMEE

31MDecember 2022 —=2 == = H=+—H

34. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

Credit risk (continued)

Maximum exposure and year-end staging

The tables below show the credit quality and the maximum
exposure to credit risk based on the Group’s credit policy,
which is mainly based on past due information unless
other information is available without undue cost or effort,

and year-end staging classification as at 31

December.

The amounts presented are gross carrying amounts for

financial assets and the exposure to credit risk.

At 31 December 2022

34. HERBREEEAERBEE @

EE8ERME @
= A B i O R T K B B S ER
TERETR T A= +t—ANESEERA

REEBEEERRNERAEERAR®KO £
EERBEAREN (RIFEEMETILE
R A NI ERNERD) UK FRFIERN
ERDENE -PR2INEERZFTEME
ERREREREERNEERR-

R-EZ__F+”-A=+—H

12-month ECLs Lifetime ECLs
12{8 B R
FEEE 2HBHEERR
Simplified
Stage 1 Stage 2 Stage 3 approach Total
F—PEER S PEER E B A% st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT AT AT FTET FAT
Contract assets” BHEE - - - 92,645 92,645
Trade receivables” B EWRE - - - 105,291 105,291
Cash and cash equivalents REeERBRE&EEER
- Not yet past due —HARAH 79,420 - - - 79,420
Financial assets included SABMTIE
in prepayments, other HthERIER
receivables and other assets ~ EthEERSE
~ Normal** BE-ER" 110,527 - - - 110,527
189,947 - - 197,936 387,883
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34. FINANCIAL RISK MANAGEMENT 34. MEEMREEBERBE @
OBJECTIVES AND POLICIES (continuea)
Credit risk (continued) EERE @
Maximum exposure and year-end staging RABEMORFRTERER (#)
(continued)
At 31 December 2021 (Restated) R —F+"RA=+—H KEY)
12-month ECLs Lifetime ECLs
12[BRTaH
FEEE 2HBREERE
Simplified
Stage 1 Stage 2 Stage 3 approach Total
F—PEE B BPEER BIEA % ik
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET TET
Contract assets* BHEE" - - - 104,699 104,699
Trade receivables* B ElE - - - 115,420 115,420
Cash and cash equivalents REeRRE&EEER
- Not yet past due — KB 175,638 - - - 175,638
Financial assets included BPNERELEN
in prepayments, other HthERRIER
receivables and other assets ~ ELthEERNSE
- Normal* BE-LE" 107,163 - - - 107,163
282,801 - - 220,119 502,920
* For trade receivables and contract assets at which the * MAEBERABCH EZ2HEREEREN
Group applies the simplified approach lifetime ECLs, BERWHBRENEENS BN EBHELEE
information based on the provision matrix is disclosed in HNER DRGSR RMFE16K18F 1
notes 16 and 18 to the consolidated financial statements gEo
respectively.
** The credit quality of the financial assets included in
prepayments, other receivables and other assets is b it ABNMNRIE -EMtMERZIEREMEE
considered to be “normal” when they are not past due NEeMBEESRAARBEMRENETZES
and there is no information indicating that the financial MEEBVLEIREGEERBEZIEMMN
assets had a significant increase in credit risk since initial B lZETHMEENEEERRAAIE

recognition. B o
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34. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)

Credit risk (continued)

As at 31 December 2022, the Group had concentration
of credit risk as most of the Group’s trade receivables and
contract assets were due from a few customers, who are
mainly film distributors. 31% and 29% of the Group’s trade
receivables and contract assets were due from the Group’s
customer with the largest trade receivables and contract
assets balance, and 94% and 90% were due from the
customers with five largest trade receivables and contract
assets balance, as at 31 December 2022 and 2021,
respectively.

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

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

The Group’s policy is to maintain sufficient cash and
cash equivalents or have available funding through
interest bearing loans to meet its commitments over the
foreseeable future in accordance with its strategic plan.

Starlight Culture Entertainment Group Limited
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34. HERBREEEAERBEE @

EE8ERME @

A TE T TE+ A=+ —H HRAEER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4R e MBS R R MY 5L

31 December 2022 —_E - _F+_HB=+—H

34. FINANCIAL RISK MANAGEMENT 34. MEEMREEBERBE @
OBJECTIVES AND POLICIES (continueq)
Liquidity risk (continued) mENEE R &
The maturity profile of the Group’s financial liabilities as at BESORMBOR ZEERKREHARZ
the end of the reporting period, based on the contractual STHEEINABRUT

undiscounted payments, is as follows:

Group KEE
2022
—E-C
Less than 1to5
1 year years Total
DR—F —EnE ek
HK$’000 HK$'000 HK$°000
FTAET FET FTET
Interest-bearing bank and other SERITRAMBEE UK
borrowings and film investment loans ~ BE R EEDN 379,553 - 379,553
Amount due to a shareholder e — 2 RE B 1,132 = 1,132
Lease liabilities HE&R 1,761 165 1,926
Other payables HihER A 163,178 - 163,178
Derivative financial liabilities TEEREE 13,808 - 13,808
Financial liabilities at fair value through AT EF ABGZHNEMER
profit or loss 184,351 - 184,351
743,783 165 743,948
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31MDecember 2022 —=2 == = H=+—H

34. FINANCIAL RISK MANAGEMENT 34 BEEAREERERBKE @
OBJECTIVES AND POLICIES (continued)
Liquidity risk (continued) mEEERR &
Group (continued) FEE )

2021 (Restated)
2T (REF)

Less than 1t05
1 year years Total
DR—% —ERE B
HK$'000 HK$'000 HK$'000
TAT FTAET FAT
Interest-bearing bank and other FFEBITREMEEURE
borrowings and film investment loans ~ EX B E B 391,056 - 391,056
Amount due to a shareholder [ES— B R ERRRIE 1,227 = 1,227
Lease liabilities HEaE 3,181 1,888 5,069
Other payables HhpE[whE 135,022 = 135,022
Derivative financial liabilities EEmMas 16,140 - 16,140
Financial liabilities at fair value through 32 A F{EFF ABZN SRS
profit or loss & 192,023 = 192,023
738,649 1,888 740,537
Further information regarding the Group’s liquidity risk and EAAEERESETRRNEEMMFEI LG
the actions taken and planned by the Directors is set out in FNTHNE—TERNENEEBREN
note 2.1 to the consolidated financial statements. 5210
Capital management BAERE
The primary objectives of the Group’s capital management AEREAEE EEREARGRAEERER
are to safeguard the Group’s ability to continue as a going BIERERKE K BEFER2BEARLE
concern and to maintain healthy capital ratios in order to MEHEHERBEREBEEAREEE.
support its business and maximise shareholders’ value.
The Group manages its capital structure and makes AEBRBLKEBS LS8 & ERSE o HE
adjustments to it in light of changes in economic MEEEEHEAGRIEHAR HEZ
conditions and the risk characteristics or the underlying T ER_E_—F+_BA=+—HILHE
assets. The Group made no change to its capital structure B AERNEXRGEEIBEEE b

during the years ended 31 December 2022 and 2021.
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34. FINANCIAL RISK MANAGEMENT 34. MEEMREEBERBE @
OBJECTIVES AND POLICIES (continueq)
Capital management (continued) BEAXRERE @
The Group monitors capital using a gearing ratio, which AEBRBEARGELE BIERFRERUL
is net debt divided by the adjusted capital plus net BEERNNERS 5 BERER B FREC
debt. Net debt includes interest-bearing bank and other EERTRAMEBEEURERKREENR
borrowings and film investment loans, other payables and HMEMNRERESTER BN —RKER
accruals, amount due to a shareholder less cash and cash BRREAREEEEE - BEABES AT
equivalents. Capital includes equity attributable to owners BEANELHEZ RNIREBRNVELEE
of the parent. The gearing ratios as at the end of the EEZUT -

reporting periods were as follows:

2022 2021
—E-C =
HK$’000 HK$’000
FHERT AT
(Restated)
(&%)
Interest-bearing bank and other FFRIRITREMBEEU KR
borrowings and film investment loans ~ B EE™M 379,553 391,056
Amount due to a shareholder FE— R ERRIE 1,132 1,227
Other payables and accruals HMERIBERES & B 210,515 163,615
Less: Cash and cash equivalents B RERIREEEIER (79,420) (175,638)
Net debt B 558 511,780 380,260
Equity attributable to owners of BABHB AEGLER
the parent (330,184) (188,016)
Capital and net debt BARMER F58 181,596 192,244
Gearing ratio BERBELE 282% 198%
Further information regarding the Group’s net liabilities and ERAEEAGEFHEMESMMRE K2
the actions taken and planned by the Directors is set out in TENE—FTENIRNGEMBRERME
note 2.1 to the consolidated financial statements. 2.1¢°
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31 December 2022 - "F+_"HF=+—H

35. STATEMENT OF FINANCIAL 35. AT MIFIR AT

POSITION OF THE COMPANY

Information about the statement of financial position of the

RBRERR BETRARNZHBRRERZE

Company at the end of the reporting period is as follows: B
2022 2021
—E-C B —F
HK$’000 HK$’'000
FET FAET
Non-current assets ERENEE
Property, plant and equipment ME-BERERE - 2
Right-of-use assets FREEE 250 751
Prepayments, other receivables and FETFRIE ~ H Al FE YRR IE K
other assets Hih&EE 29,142 35,100
Investment in subsidiaries KRB ABZKE - 58,736
Total non-current assets ERSEEREE 29,392 94,589
Current assets MBIEE
Prepayments, other receivables and FERRIE s EtEWRIE R
other assets Hh&EE 540 374
Cash and cash equivalents BERIASEEER 113 66
Total current assets MENBEEMRE 653 440
Current liabilities mENBE
Other payables and accruals Hih e RIE R B & B 15,281 8,077
Contract liabilities ==L 18,186 18,159
Amounts due to subsidiaries FETHY B A B 7 IE 3,809 =
Lease liabilities HEad 244 509
Interest-bearing bank and other FEIRITREMEEUR
borrowings and film investment loans BEREEX 34,054 34,020
Total current liabilities mEN B RAREE 71,574 60,765
Net current liabilities MEIBEFEE (70,921) (60,325)
Total assets less current liabilities BEERRSERE (41,529) 34,264
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31 December 2022 —_E - _F+_HB=+—H

35. STATEMENT OF FINANCIAL 35. ZAFMHBIKAR @
POSITION OF THE COMPANY
(continued)
2022 2021
—E-E —E—4F
HK$°000 HK$’000
THET FET
Non-current liability Ei =N
Lease liabilities HEaE - 244
Net (liabilities)/assets @B EEFE (41,529) 34,020
Equity e
Share capital [N 82,356 82,356
Reserves (note) & BIED) (123,885) (48,336)
Total (deficit)/equity (B54t) /TEZ 4B %A (41,529) 34,020
Tang Liang Chau Chit
JEE) B8
Director Director
EE EE
ERX bR EmERAR

—z-——gzy 20l
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ra M BHRRMEE

31MDecember 2022 —=2 == = H=+—H

35. STATEMENT OF FINANCIAL
POSITION OF THE COMPANY

35. ZABMBRRR @

(continueq)
Note: Mok -
A summary of the Company’s reserve is as follows: RABIEEEB RS -
Capital
Share redemption Accumulated
premium reserve losses Total
R A HE o]
R RE i RKETEBE Kt
HK$'000 HK$'000 HK$'000 HK$'000
FET FHET FETT FET
At 1 January 2021 RIB——F
—HB—H 556,778 1,564 (487,425) 70,917
Total comprehensive loss FRNEEBIESEE
for the year - - (119,253) (119,253)
At 31 December 2021 and 1 WRIZZZ—4F
January 2022 +-BA=1+—HK
=
—HB—H 556,778 1,564 (606,678) (48,336)
Total comprehensive loss FRNEEHEERE
for the year - - (75,549) (75,549)
At 31 December 2022 g =——
+-B=+—H 556,778 1,564 (682,227) (123,885)

36. EVENT AFTER THE REPORTING

PERIOD

36. REHIEREN

Subsequent to the reporting period, the Group has entered
into agreements with certain loan lenders to extend the
repayment date of such loans to mitigate the liquidity
issues of the Group. Further details are set out in note 2.1
to the consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

37. LITIGATION AND CLAIMS

(@ On 22 September 2022, a company incorporated
in the PRC has filed a writ of summons for a legal
proceedings against a subsidiary of the Group (the
“Subsidiary”) in relation to, inter alia, a claim for a
repayment of investment principal of USD804,000
(equivalent to approximately HKD6,297,000) and
the corresponding investment interests in respect
of an investment agreement for a movie titled
“Midway”. The court has not been heard at the date
of these consolidated financial statements. The
Group’s management considered that there is no
material impact to the Group’s consolidated financial
statements.

(b)  On 3 March 2023, a company incorporated in the
PRC has filed a Notice of Arbitration with Hong
Kong International Arbitration Centre to commence
an arbitral proceedings against the Subsidiary and
the Company in relation to, inter alia, a claim for a
repayment of investment principal of USD3,000,000
(equivalent to approximately HKD23,495,000) and
the corresponding interests in respect of an alleged
investment agreement (the “Investment Agreement”)
for a movie titled “Malignant”. The Tribunal has
not been heard at the date of these consolidated
financial statements. The Group’s management
considered that there is no material impact to the
Group’s consolidated financial statements.

38. APPROVAL OF THE CONSOLIDATED
FINANCIAL STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the Board of Directors on 30 June
2023.

mE M BRI

31 December 2022 —_E - _F+_HB=+—H

37. iF

R_E__FHAB-+_"H»—BR+
B 5 AR 32 Y A B B 6] 2 £ B — 5 B
BAE (THBAR) BHEMNLSK B
REEFD MBEBMEE(TRE)W
REWMZIREPRR - EXREERELRS
804,000% 7t (H & 11 496,297,000 7t)
RAERENB RAGEHBRET
BH AREAMESE - AEEE
EBEERA HRAERGFEMBRRL
EEAFE

AR ZEFEZRA=ZH —BR P EE
ML ABDERETBEBRHEF O
RRHBFEBR ST HMNB AR KRAAT
REMHEER HEBEZ(NHEE)
MEFERKRERZ (TREHZEL) B
&R EREERKREARE3,000,000E 7T
(FBE 7 4923,495,000% 7T) K HHFE UL
moRNAEEMBRRAEZR  #HF
EEARERE AEEEEERS
HHAEEGAYBERRIBEAR
4B o

38. HLESFSMBERR

ZS

BH=

HMEMBREADEEFEN T =

THAMERRETH -
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FINANCIAL SUMMARY

MFHRAR

RESULTS

E S

For the year ended 31 December

HE+_A=+—HiEE

2018 2019 2020 2021 2022
ZE2-N\FE ZZ-NF IZZTIZF T IFIZ
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
FTET TET TET FET FET
(restated)
C<E])
Revenue (including continuing and Wi (BREFER
discontinued operations) 1R IR T 73,485 327,065 47,761 199,403 60,247
Profit (loss) before taxation bRIRATRN (B518) (55,518) 148,097 (148,016) (414,864) (131,739)
Income tax (expense) credit FrEH () % = (50,603) (11,785) 15,550 (3,458)
Profit (loss) for the year FERT (518 (55,518) 97,494 (162,408) (399,314) (135,197
attributable to owners of the Company AT B AFE(L (49,606) 98,181 (162,275) (399,264) (135,867)
attributable to non-controlling interests ~ 3E TR 2 FE (L (5,912) (687) (133) (50) 670
ASSETS AND LIABILITIES BERAHE
As at 31 December
®+=B=+—H
2018 2019 2020 2021 2022
-\ IZ-hnEFE IZTIZF TT-F IZBCZC
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
TET TET TET FET FET
(restated)
C<E2])
Total assets wEE 446,453 1,174,583 1,018,457 731,625 566,722
Total liabilities Y=L (609,805) (865,031) (841,882) (920,660) (897,259)
(163,352) 309,552 176,575 (189,035) (330,537)
Equity i
attributable to owners of the Company AT AR AFENL (117,290) 356,296 202,548 (188,016) (330,184)
attributable to non-controlling interests ~ 3F1Z MR 1 25 FE 15 (46,062) (46,744) (25,973) (1,019) (353)
Total a5t (163,352) 309,552 176,575 (189,035) (330,537)
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