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The directors present their annual report and the audited
financial statements of the Company and the Group for the
year ended 31st December, 2005.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The
activities of its principal subsidiaries and principal associates
are set out in notes 43 and 44 to the financial statements
respectively.

SUBSIDIARIES AND ASSOCIATES

Details of the Company’s principal subsidiaries and principal
associates as at 31st December, 2005 are set out in notes 43
and 44 to the financial statements respectively.

RESULTS

The results of the Group for the year ended 31st December,
2005 are set out in the consolidated income statement on
page 35.

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the
Group for the last five financial years ended 31st December,
2005 is set out on page 132.

PROPERTY, PLANT AND EQUIPMENT AND
INVESTMENT PROPERTIES

Details of movements during the year in the property, plant
and equipment and investment properties of the Group are
set out in notes 6 and 8 to the financial statements respectively.

SHARE CAPITAL
Details of movements during the year in the share capital of
the Company are set out in note 23 to the financial statements.

RESERVES

Movements during the year in the reserves of the Group and
the Company are set out in note 24 to the financial statements.

DISTRIBUTABLE RESERVES
As at 31st December, 2005, the Company had no reserve
available for distribution.
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MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31st December, 2005, turnover attributable
to the five largest customers of the Group accounted for
approximately 60.7% of the Group’s turnover and turnover
attributable to the Group’s largest customer accounted for
approximately 21.9% of the Group’s turnover.

For the year ended 31st December, 2005, purchases
attributable to the five largest suppliers of the Group accounted
for approximately 50.8% of the Group’s purchases and
purchases attributable to the Group’s largest supplier
accounted for approximately 11.9% of the Group’s purchases.

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

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

Executive directors:

Mr. Heung Wah Keung

Ms. Chen Ming Yin, Tiffany
Ms. Li Yuk Sheung

Independent non-executive directors:
Mr. Hung Cho Sing

Mr. Ho Wai Chi, Paul

Mr. Fung Ho Sum

Under Bye-law 99(A) of the Company’s Bye-laws, Mr. Heung
Wah Keung, Ms. Chen Ming Yin, Tiffany and Ms. Li Yuk Sheung
shall retire by rotation at the forthcoming annual general
meeting and, being eligible, offer themselves for re-election.

The term of office for each independent non-executive director
is the period up to his retirement by rotation in accordance
with the Company’s Bye-laws.

No director proposed 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 within one
year without payment of compensation (other than statutory
compensation).
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DIRECTORS’ INTERESTS IN SHARES AND
UNDERLYING SHARES

As at 31st December, 2005, the interests of the directors and
their associates in the shares and the underlying shares of the
Company and its associated corporations, as recorded in the
register (“Register of Interests”) maintained by the Company
pursuant to Section 352 of the Securities and Futures
Ordinance (the “SFQ”) or as otherwise notified to the Company
and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
were as follows:

Name of director

[F) 3£ 58 5T £
Mr. Heung Wah Keung

(Tm%k4E])
(“Mr. Heung”)

PR BA 2 42 +

Ms. Chen Ming Yin, Tiffany
(M=)
(“Ms. Chen”)

FEBELL
Ms. Li Yuk Sheung

1. Interests in ordinary shares of the Company
FrisREs
BRLEAE
FrERGOEAE Approximate
Number of percentage of
Capacity shares held interests held

ExBEAAN BBZER
RiEEE Ea

Beneficial owner/interest of
spouse/interest of controlled
corporation

108,239,410"

/|

EnBAAN BBZER
RiEEE Ew

Beneficial owner/interest of
spouse/interest of controlled
corporation

108,239,410"

ExnEAA 16
Beneficial owner

20.79

20.79

0.00

LR ERER -

* I F &7 & 18,395,000 B AL ERFE - -
9,429 410 MR L (MALEZEB) HE
61,905,000k iR Lt 2 & HHF 2
Porterstone Limited ([Porterstonel) #48 &
18,510,000/ M Glenstone Investments
Limited2 EH B2 ZBER LA ([ZE])HF
A ° Glenstone Investments LimitedH#
Porterstone & [A] 5t & 7 Bl 4% | £ 60% K& 40 %

R e

All interests stated above represent long positions.

These shares are held as to 18,395,000 shares by Mr.
Heung, as to 9,429,410 shares by Ms. Chen (the
spouse of Mr. Heung), as to 61,905,000 shares by
Porterstone Limited (“Porterstone”) (a company wholly-
owned by Ms. Chen) and as to 18,510,000 shares by
Dorest Company Limited (“Dorest”) (a company wholly-
owned by Glenstone Investments Limited which is in
turn controlled as to 60% by Porterstone and as to
40% by Mr. Heung).

CHINA STAR ENTERTAINMENT LIMITED H Bl E & B & R 2 A
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DIRECTORS’ INTERESTS IN SHARES AND
UNDERLYING SHARES (Continued)

2. Rights to acquire shares in the Company

BRAKE

ESf? s Exercise price
Name of director Exercisable period per share
(Hzd) AT

(Note d) HK$

M4 21.11.1996 - 20.11.2006 60.510
Mr. Heung 28.03.2000 - 27.03.2010 16.783
02.06.2000 - 01.06.2010 8.134

16.07.2002 - 15.07.2012 1.716

17.07.2003 - 16.07.2013 0.564

Bat 21.11.1996 - 20.11.2006 60.510
Ms. Chen 28.03.2000 - 27.03.2010 16.783
02.06.2000 - 01.06.2010 8.134

16.07.2002 - 15.07.2012 1.716

17.07.2003 - 16.07.2013 0.564

XY ) 16.07.2002 - 15.07.2012 1.716
Ms. Li Yuk Sheung 17.07.2003 - 16.07.2013 0.564

LR ERER -

W et -

a.

WEEBERRL L (MEEZERB) HE
FEEREKERBHEE U SHERE -

WEBBERRLERE Rt ELER
REENLEBRE -

ZETRE+ZA=+—87
SHMEH2BAEKZ HE) 2228,519,3964
EBITRMTENSE -

TEHARLABEBERES ARG -

As at 31st December, 2005, the directors of the
Company had interests in share options to subscribe
for shares in the Company granted as follows:

RZE5R§-B-AR
“EERETCAZ+-H
HATEZBRESR2ABRGHA
Number of underlying shares comprised
in the outstanding share options frEER
as at 01.01.2005 and 31.12.2005 FHlk LY
EREE BRBEAER Approximate
Direct Deemed £  percentage of
interest interest Total interest held
337,135 337,134 674,269
461,061 461,062 922,123
208,753 208,753 417,506
110,723 110,723 221,446
228,500 228,500 457,000
1346,172 1,346,172 (Hta) 2,692,344 0.52
(Note a)
337,134 337,135 674,269
461,062 461,061 922,123
208,753 208,753 417 506
110,723 110,723 221,446
228,500 228,500 457,000
146,172 1,346,172 (Hi3tb) 2,692,344 0.52
(Note b)
1,109,557 - 1,109,557
2,285,000 - 2,285,000
3,394,557 - 3,394,557 0.65 (Hiztc)

(Note c)

All interests stated above represent long positions.

Notes:

a. These share options are held by Ms. Chen, the spouse
of Mr. Heung. Mr. Heung is therefore deemed to be
interested in these share options.

b. These share options are held by Mr. Heung. Ms. Chen
is therefore deemed to be interested in these share
options.

C. As at 31st December, 2005, the percentage of interests

held by such director was 1.49% as recorded in the
Register of Interests, which was calculated based on
228,519,396 issued shares of the Company on 17th
July, 2003 (the date of the latest notice filed by such
director before 31st December, 2005).

d. The exercisable period commenced on the date of
grant of the relevant share options.
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DIRECTORS’ INTERESTS IN SHARES AND
UNDERLYING SHARES (Continued)

Other than as set out above, as at 31st December, 2005, none
of the directors or chief executives of the Company or their
associates had any interests or short positions in any shares,
underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
SFO) as recorded in the Register of Interests or as otherwise
notified to the Company and the Stock Exchange pursuant to
the Model Code.

Save as disclosed above, 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 or the spouse or
children under 18 years of age of such director, to acquire
benefits by means of the acquisition of shares in, or debentures
of, the Company or any other body corporate.

SHARE OPTION SCHEMES
Particulars of the Company’s share option schemes, details of
movements in the share options to subscribe for shares of
HK$0.05 each in the Company granted under the share option
schemes and the fair value of the share options are set out in
note 41 to the financial statements.

RELATED PARTY TRANSACTIONS AND
DIRECTORS’ INTERESTS IN CONTRACTS
Details of the significant related party transactions entered
into by the Group which do not constitute connected
transactions under the Rules Governing the Listing of Securities
on the Stock Exchange (the “Listing Rules”) and directors’
interests in contracts for the year are set out in note 43 to the
financial statements.

Other than as disclosed above, no contracts of significance to
which the Company or any of its subsidiaries was a party and
in which a director of the Company had a material interest,
whether directly or indirectly, subsisted at the end of the year
or at any time during the year.

CHINA STAR ENTERTAINMENT LIMITED
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SUBSTANTIAL SHAREHOLDERS
2005,
shareholders maintained by the Company under Section 336

As at 31st December, the register of substantial
of the SFO showed that, other than the interests disclosed
above in respect of certain directors, the following shareholders
had an interest of 5% or more in the issued share capital of
the Company:

Interest of controlled corporation

L RERITE -
HiaF -
* Itt % B% 17 B Glenstone Investments Limited 2 &

EZHBARZEHE  Glenstone Investments
Limited Bl f Porterstone® 5 # A 60%# 25 °

BEXFBEZN RZZEERE+-_A=+—8 -
ARBYRENGEEMEMALEBEARREET
P A E%e A E 2 EEFKE

B K18 7 5T

AEBEZRABHNFIAFBERUBEHRERMTA40 -
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KRR ARN@UREREENSEAEE LB ER
ZHEX AR AR ML B R IR B
Bt -

RS

BHREAEY

FEROEE Approximate

Number of percentage of

shares held interests held

61,905,000

18,510,000 ~

80,415,000 15.45

All interests stated above represent long positions.

Note:

*

These shares are held by Dorest, a wholly-owned subsidiary
of Glenstone Investments Limited which is in turn beneficially
owned as to 60% by Porterstone.

Other than as disclosed above, the Company had not been
notified of any other interests or short positions representing
5% or more of the Company’s issued share capital as at 31st
December, 2005.

RETIREMENT BENEFITS SCHEMES

Particulars of the retirement benefits schemes of the Group
are set out in note 40 to the financial statements.

PURCHASE, SALE AND REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

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

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.
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CORPORATE GOVERNANCE

The Company is committed to maintaining a high standard of
corporate governance practices. Information on the corporate
governance practices adopted by the Company is set out in
the “Corporate Governance Report” on pages 21 to 29 to the
annual report.

PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the directors, the
Company has maintained the prescribed amount of public float
during the year and up to the date of this report as required
under the Listing Rules.

SUBSEQUENT EVENTS

Details of the significant subsequent events are set out in
note 45 to the financial statements.

AUDITORS

Messrs. HLB Hodgson Impey Cheng were appointed as the
auditors of the Company in the annual general meeting of the
Company held on 29th June, 2005 (“2005 AGM”) in succession
to Messrs. Deloitte Touche Tohmatsu who advised the Company
on 26th May, 2005 that they would not seek re-appointment as
auditors of the Company in the 2005 AGM.

The financial statements of the Company have been audited
by Messrs. HLB Hodgson Impey Cheng who retire and, being
eligible, offer themselves for re-appointment as auditors of the
Company at the forthcoming annual general meeting.

On behalf of the Board
Heung Wah Keung
Chairman

Hong Kong, 24th April, 2006
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