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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 2006.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The
activities of its principal subsidiaries and principal associates
are set out in notes 45 and 46 to the financial statements
respectively.

SUBSIDIARIES AND ASSOCIATES

Details of the Company’s principal subsidiaries and principal
associates as at 31st December 2006 are set out in notes 45
and 46 to the financial statements respectively.

RESULTS

The results of the Group for the year ended 31st December
2006 are set out in the consolidated income statement on
page 37.

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
2006 is set out on page 140.

PROPERTY, PLANT AND EQUIPMENT,
INTERESTS IN LEASEHOLD LAND AND
INVESTMENT PROPERTIES

Details of movements during the year in the property, plant
and equipment, interests in leasehold land and investment
properties of the Group are set out in notes 16, 17 and 18 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 34 to the financial statements.

RESERVES

Movements during the year in the reserves of the Group are
set out in the consolidated statement of changes in equity on
pages 41 and 42. Movements during the year in the reserves
of the Company are set out in note 35 to the financial
statements.

DISTRIBUTABLE RESERVES
As at 31st December 2006, the Company had no reserve
available for distribution.
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MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31st December 2006, turnover attributable
to the five largest customers of the Group accounted for
approximately 83.6% of the Group’s turnover and turnover
attributable to the Group’s largest customer accounted for
approximately 60.9% of the Group’s turnover.

For the year ended 31st December 2006, purchases
attributable to the five largest suppliers of the Group accounted
for approximately 45.4% of the Group’s purchases and
purchases attributable to the Group’'s largest supplier
accounted for approximately 22.1% 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 (Resigned on 1st March 2007)
Mr. Leung Hok Man (Appointed on 1st March 2007)

At the special general meeting of the Company held on 27th
March 2007, an ordinary resolution was passed to re-appoint
Mr. Leung Hok Man, who retired from office in accordance to
the Bye-law 102(B) of the Company’s Bye-laws, as a director
of the Company.

Under Bye-law 99(A) of the Company’s Bye-laws, Mr. Hung
Cho Sing shall retire by rotation at the forthcoming annual
general meeting and, being eligible, offer himself 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).

BERA
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1. rRrEEERES

DIRECTORS’ INTERESTS IN SHARES AND
UNDERLYING SHARES

As at 31st December 2006, 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 “SFO”) 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:

1. Interests in ordinary shares of the Company
iR
BLEAH
FERGEE Approximate

EEns 514 Number of percentage of
Name of director Capacity shares held interests held
[A) 3 38 5 EnBmAAN TB2ER 137,954,410" 19.58
Mr. Heung Wah Keung REEE 2 E
(TmEE] ) Beneficial owner/interest of
(“Mr. Heung”) spouse/interest of controlled
corporation
PREAE & £ EnBAAN TBzER 137,954,410" 19.58
Ms. Chen Ming Yin, Tiffany RiEEE T
( [BRZ=E] ) Beneficial owner/interest of
(“Ms. Chen”) spouse/interest of controlled
corporation
FERELL Emia A 16 0.00

Ms. Li Yuk Sheung

Beneficial owner

LS ERER

* I E 81 & 36,395,000 AL ERE -
21,144,410 B A+ (MA £ ZBB) &
£ - 61,905,000k L T2 EHE 2
Porterstone Limited ([Porterstonel) # 8
. 18,510,0000% 2 Glenstone Investments
Limited2EH A2 ZEARRA ([ZE])#H
A ° Glenstone Investments Limited g
Porterstone K [a] 5& & 5 5l #% il £ 60% & 40 %
B o

All interests stated above represent long positions.

* These shares are held as to 36,395,000 shares by Mr.
Heung, as to 21,144,410 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).
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EEBRORBRHEBRMEZ (Z) DIRECTORS’ INTERESTS IN SHARES AND

UNDERLYING SHARES (Continued)

2. BEXLIRG 2EF 2. Rights to acquire shares in the Company
RN_EBEENE+-_A=+—H8 A2 NEEE As at 31st December 2006, the directors of the
BUATHEZATRBEARTRGD 2 BG4 Company had interests in share options to subscribe
3% for shares in the Company granted as follows:

HAfEZBREVR BERARE
Number of underlying shares comprised in the outstanding share options
H-88AE-5-4 H-23REYH Ho88AETZAZ1-R frge
As 4t 01.01.2006 Expired during 2006 As at 31.12.2006 BB
ERikE BREE HEREREE BREE HEREREE BREE  BEREEER Approsimate
EEE! k8 Erercse price Diret Deemed Dt Deemed Direct Degmed B8 percentage of
Name of director ~ Exercisable period per share inferest inferest inferest interest interest interest Total  inteest held
(h#d) i
Note d) He§
(g 2141986 - 201205 50 W W W) ) - - -
i euny BI200- 7062010 13783 ) - - B i
(2052000 - 10200 B S 1) - - WE W 47506
16072002- 15072012 176 o - - )0 14
7072003 - 507207 0564 B 1 - - WA 2B fali]
134,172 1346172 (i) (337,15 ) (3134 ) za) 1000087 10000% (i) 201807 0.8
(Note &) Note &) (Note &)
Rt 21.11.1996 - 20.11.2006 60510 37134 3713 (337,134 ) (337,135) - - -
s, Chen 26032000 - 27.03.2010 16,763 461,062 461,061 - - 161,062 461,06t 922,123
02.06.2000 - 01.06.2010 §.13 208,753 208753 - - 208753 208,753 417508
16.07.2002- 15.07.2012 1716 110728 110723 - - 110723 110723 201,446
17.07.2003 - 16.07.2013 0564 28500 226500 - - 226500 208500 457000
134,172 1346172 (}&0) (337,134 ) (337,135 (B0 1000038 1000097 (D) 2018075 0.8
(Note b) (Note b) (Note b)
SERat 16.072002 - 15,07 2012 1716 1109557 - - - 1109557 - 1109557
Ms.LiYuk Sheung — 17.07.2003 - 16.07.2013 0564 2,285,000 - - - 2,285,000 - 2,285,000
3304507 - - - 3304507 - 3304507 048 (Hike)
Note ¢)
FiERERITE - All interests stated above represent long positions.
K5t Notes:
a. EBEREERZ T (AAEZEB H5 a. These share options are held by Ms. Chen, the spouse
REEEALBERABHRA L EERE - of Mr. Heung. Mr. Heung is therefore deemed to be
interested in these share options.
b. HEBEREARALTERE  BREZTEHEER b. These share options are held by Mr. Heung. Ms. Chen
REALEERE - is therefore deemed to be interested in these share
options.
c. RZTEXNEFE+-_FA=+—0 ZEENHE c As at 31st December 2006, the percentage of interests
mERMPmEcmEEEENL A held by such director was 1.49% as recorded in the
1.49% " W ERARBRZZTZ=F LA+ Register of Interests, which was calculated based on
+tH(ZESFNR_ZEERF+-_A=+—87A 228,519,396 issued shares of the Company on 17th
BNERBAME L AE) 2228,519,396/% July 2003 (the date of the latest notice filed by such
EEITRNDAEMRS - director before 31st December 2006).
d. AEHRRLEEERESAME - d. The exercisable period commenced on the date of

grant of the relevant share options.

CHINA STAR ENTERTAINMENTLIMITED #HE 2K B E R 2
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DIRECTORS’ INTERESTS IN SHARES AND
UNDERLYING SHARES (Continued)

Other than as set out above, as at 31st December 2006, 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 43 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 44 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.
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SUBSTANTIAL SHAREHOLDERS
As at 31st December 2006, the register of substantial
shareholders maintained by the Company under Section 336

BEXHIBESETEE2REIN  UTREHEAELRL  of the SFO showed that, other than the interests disclosed
AIEBITIRANS%E A £ 2 above in respect of certain directors, the following shareholders
had an interest of 5% or more in the issued share capital of
the Company:
PR
ERvide ok
FERAEAE Approximate
a8 &% Number of percentage of
Name Capacity shares held interests held
Porterstone ER#EEA 61,905,000
Beneficial owner
XEmEE R 18,510,000%
Interest of controlled corporation
80,415,000 11.41
PMA Capital Management HEKE 69,875,000** 9.92
Limited Investment manager
Diversified Asian ERAEEAA 41,810,000 5.93
Strategies Fund Beneficial owner
Deutsche Bank ER#EEA 800,000
Aktiengesellschaft Beneficial owner
HEROFERBEEZAL 69,160,000
Person having a security interest in shares
69,960,000 9.93

FiERERITE - All interests stated above represent long positions.

B 5t Note:

* It % B8 1 B Glenstone Investments LimitedZ & #  ~ These Shares are held by Dorest, a wholly-owned subsidiary
B2WEARZEFA - Glenstone Investments of Glenstone Investments Limited which is in turn beneficially
Limited 8l f Porterstone & 5 ## 5 60% 1 25 ° owned as to 60% by Porterstone.

. It E B & - Diversified Asian Strategies Fundf  ** These Shares are held as to 40,170,000 Shares by Diversified
40,170,000 & 5 : PMA Asian Opportunities Asian Strategies Fund, as to 25,080,000 Shares by PMA Asian
Fund# A 25,080,000 ik 5 : K Asian Diversified Opportunities Fund and as to 4,625,000 Shares by Asian
Total Return Limited Duration Companyff & Diversified Total Return Limited Duration Company. PMA Capital
4,625,000 i 15 - PMA Capital Management Management Limited manages these three funds on a
Limited2 REBH =&K& - discretionary basis.

BEXHEBEZEEN RZTTXE+-A=+—H "  Other than as disclosed above, the Company had not been

RAARTARENEEETMEMATEERRGE R
A% A EZ KA R -

CHINA STAR ENTERTAINMENT LIMITED # B 2 &

notified of any other interests or short positions representing
5% or more of the Company’s issued share capital as at 31st
December 2006.
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RETIREMENT BENEFITS SCHEMES
Particulars of the retirement benefits schemes of the Group
are set out in note 15 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.

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 25 to 34 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 47 to the financial statements.

AUDITORS

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. A
resolution for the re-appointment of Messrs. HLB Hodgson
Impey Cheng as auditors of the Company will be proposed at
the forthcoming annual general meeting.

On behalf of the Board
Heung Wah Keung

Chairman

Hong Kong, 26th April 2007
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