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The directors present their annual report and the audited
financial statements of the Company for the year ended 31st
December, 2004.

The Company acts as an investment holding company. The
activities of its principal subsidiaries and principal associates
are set out in notes 39 and 40 to the financial statements
respectively.

Details of the Company’s principal subsidiaries and principal
associates as at 31st December, 2004 are set out in notes 39
and 40 to the financial statements respectively.

The results of the Group for the year ended 31st December,
2004 are set out in the consolidated income statement on
page 24.

A summary of the results and the assets and liabilities of the
Group for the last five financial years ended 31st December,
2004 is set out on page 88.

Details of movements during the year in the property, plant
and equipment and investment properties of the Group are
set out in notes 13 and 14 to the financial statements
respectively.

Details of movements during the year in the share capital of
the Company are set out in note 30 to the financial statements.

Movements during the year in the reserves of the Group and
the Company are set out in note 31 to the financial statements.

As at 31st December, 2004, the Company had no reserve
available for distribution.

For the year ended 31st December, 2004, turnover attributable
to the five largest customers of the Group accounted for
approximately 58.6% of the Group’s turnover and turnover
attributable to the Group’s largest customer accounted for
approximately 23.9% of the Group’s turnover.
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For the year ended 31st December, 2004, purchases
attributable to the five largest suppliers of the Group accounted
for approximately 71.9% of the Group’s purchases and
purchases attributable to the Group’s largest supplier
accounted for approximately 25.1% 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.

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 (Appointed on 30th September, 2004)

Under Bye-law 99(A) of the Company’s Bye-laws, Mr. Ho Wai
Chi, Paul shall retire by rotation at the forthcoming annual
general meeting and, being eligible, offers himself for re-
election.

Under Bye-law 102(B), Mr. Fung Ho Sum shall retire at the
forthcoming annual general meeting and, being eligible, offers
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).



CHINA STAR ENTERTAINMENTLIMITED # B E £ B B R 2 A

BERARBECGEFRBEGRD) ([FHRBEEMN])
Fe2FEZECSM (MEXELM]) sk - AR
BAIREEBRARIMERDR (B BE(EmE
ﬁ/\i%kﬁﬁﬁﬁé%ﬂﬂv— SAD (MREFA) EE
2B O R-ZETNE+_A=+-—H [SESEF
SrHBALIMEEARA REBEEEZ KD RAE
AR HOERSET

As at 31st December, 2004, 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:

1 ARTREBRESR 1. Interests in ordinary shares of the Company
FEERER
BLEAH
FrERGBEE Approximate
BEEHE g4 Number of percentage of
Name of director Capacity shares held interests held
EEL:3 EnBEAN Bz ER 81,004,410 2217
Mr. Heung Wah Keung RiEEE 2 #Ews (Kfeta) (Ktatb)
Beneficial owner/interest of (Note a) (Note b)
spouse/interest of controlled
corporation
PREA & 22 & m%zﬁﬁ}\/ﬁaﬁz%‘ / 81,004,410 2217
Ms. Chen Ming Yin, Tiffany REEEZ Em (Ktita) (Kt aEb)
Beneficial owner/interest of (Note a) (Note b)
spouse/interest of controlled
corporation
FEBELL BEmEAA 16 0.00

Ms. Li Yuk Sheung
LTHlEEERETE -
Bz -

a) It S B 5 & R 14,395,000 R M ELEEH -
7,429,410 BB X T (MEEZEB) &
B - 40,670,000 ReExlRZt+t2EHB 2
Porterstone Limited (“Porterstone”)# A& &
18,510,000 f% 1 Glenstone Investments
Limited 2 BB ZEERRAA([ZE])
# B o Glenstone Investments Limited F

Porterstone & [A] £ & 2 Bl #1 E 60% & 40%
i o

b) HEMEDERARD ZETNF+Z
=+— EIZS654O6669HX éé”%ﬁxmm‘ﬁ,a
- RZ_TETMF+=-_A=+—8 " .&é

$W?§ﬁ*ﬁ’juafﬁwﬁﬁuaf52ﬁﬁh%‘ 1
£519.01% ' WHERZEERARANZ
%miJr:HwLﬁElﬁﬂ%ﬁ%%%@E%
60,765,000 FT RO 2 EFE ([MREES
B RBHZ2HRZ2BHXFHRZ426,171,669
BEBETROAERSG -

Beneficial owner

All interests stated above represent long positions.

Notes:

a)

These shares are held as to 14,395,000 shares by Mr.
Heung, as to 7,429,410 shares by Ms. Chen (the
spouse of Mr. Heung), as to 40,670,000 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).

This percentage was calculated based on 365,406,669
issued shares of the Company as at 31st December,
2004. The percentage of interests held by such director
as recorded in the Register of Interests as at 31st
December, 2004 was 19.01%, which was calculated
based on 426,171,669 issued shares of the Company
as shown on the notice in relation to the placing of
60,765,000 new shares conditionally agreed by the
Company on 15th December, 2004 (the “New Shares
Placing”) filed by such director on the same day.



ANNUAL REPORT 2004 &%

BEAARRG ZEF 2. Rights to acquire shares in the Company
R-ZTENE+_A=+—H A2 ZEH As at 31st December, 2004, the directors of the
AUTHEZATREBEARTRGD 2 BG4 Company had interests in share options to subscribe
2% for shares in the Company granted as follows:
R-FEME-R-AR
“EEMETZAZT-H
MATEZBRESR2RBRHHA
Number of underlying shares comprised
in the outstanding share options g3 4
as at 01.01.2004 and 31.12.2004 ARt LE
SROEE ERER MRBEAER Approximate
ESf? g4 Exercise price Direct Deemed B9  percentage of
Name of director Exercisable period per share interest interest Total interest held
(i) & (W#d)
(Note ¢) HKS$ (Note d)
mELTE 21.11.1996 - 20.11.2006 60.510 337,135 337,134 674,069
Mr. Heung Wah Keung 28.03.2000 - 27.03.2010 16.783 461,061 461,062 922,123
02.06.2000 - 01.06.2010 8.134 208,753 208,753 417,506
16.07.2002 - 15.07.2012 1716 110,723 110,723 201446
17.07.2003 - 16.07.2013 0.564 228,500 228,500 457,000
1,346,172 1346172 (firzta) 2,692,344 074 (Hiite)
(Note a) (Note e)
REEZL 21.11.1996 - 20.11.2006 60.510 337,134 337,135 674,269
Ms. Chen Ming Yin, 28.03.2000 - 27.03.2010 16.783 461,062 461,061 922,123
Tiffany 02.06.2000 - 01.06.2010 8.134 208,753 208,753 417,506
16.07.2002 - 15.07.2012 1716 110,723 110,723 201446
17.07.2003 - 16.07.2013 0.564 228,500 228,500 457,000
1,346,172 1,346,172 (firitb) 2,692,344 074 (Hiite)
(Note b) (Note )
XY 16.07.2002 - 15.07.2012 1716 1,109,557 - 1,109,557
Ms. Li Yuk Sheung 17.07.2003 - 16.07.2013 0.564 2,285,000 - 2,285,000
3,394,557 - 3,394,557 093 (ffz)
(Note f)
LTHlEEERETE - All interests stated above represent long positions.
B EE - Notes:
a. HEBREHERLZ T (MEEZREB)FE AL a. These share options are held by Ms. Chen, the spouse
ERLERAEELSHERE - of Mr. Heung. Mr. Heung is therefore deemed to be
interested in these share options.
b. HEBRERMEERSES  RLZTEALHER AR b. These share options are held by Mr. Heung. Ms. Chen
BHEERE - is therefore deemed to be interested in these share
options.
c. TERAREEHEEREZ RS - c. The exercisable period commenced on the date of
grant of the relevant share options.
d. HEOEDERARFARZ_ZEENF A=+ d. This percentage was calculated based on 365,406,669

—H2365,406,669R 2 ETWR M Mt E 1S - issued shares of the Company as at 31st December,
2004.
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2. Rights to acquire shares in the Company (Continued)
Notes: (Continued)

e. The percentage of interests held by such director as
recorded in the Register of Interests as at 31st
December, 2004 was 0.63%, which was calculated
based on 426,171,669 issued shares of the Company
as shown on the notice filed by such director on 15th
December, 2004 in relation to the New Shares Placing.

f. As at 31st December, 2004, 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, 2004).

Other than as set out above, as at 31st December, 2004, 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.

Particulars of the Company’s share option schemes and 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 are set out in note 36 to the financial statements.

The directors consider that it is not appropriate to disclose
the value of share options granted during the year since any
valuation of the share options would be subject to a number
of assumptions that would be subjective and uncertain.

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 38 to the
financial statements.
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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.

As at 31st December, 2004, the register of substantial
shareholders maintained by the Company under Section 336
of the SFO (“Register of Substantial Shareholders”) 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:

Frfs R 2
BHLAH
RO EE Approximate
=F 5% Number of percentage of
Name Capacity shares held interests held
k3 (&t g)
Notes (Note g)
Porterstone Limited EnEBA 40,670,000
Beneficial owner
XEEEzERE 18,510,000 (a)
Interest of controlled corporation
(Btzth)
59,180,000 16.20 (Note h)
Glenstone Investments ZEEE R 18,510,000 (a) 5.07 (Kfai)
Limited Interest of controlled corporation (Note i)
SHEBFBERADA ExlEAA 3
(reMegl) (MEb) Beneficial owner
Kingston Securities Limited — E A 60,765,000 (c)
(“Kingston”) (Note b) Other
60,765,003 16.63
FHE RErE R 60,765,003 (b) & (d) 16.63
Chu Yuet Wah Interest of controlled corporation
BoxE RELE R 60,765,003 (b) & (d)
Ma Siu Fong Interest of controlled corporation
18AT T2,/ BB (TREKE])
2w 4,015,000 (e)
Interest of child under 18/spouse
(“Family Member”)
64,780,003 17.73
FEX ERERA 4,015,000
Lee Wai Man Beneficial owner
KEKE 2 60,765,003 (b) & (f)
Interest of Family Member
64,780,003 17.73

LtdEEEREE -

All interests stated above represent long positions.



CHINA STAR ENTERTAINMENTLIMITED # B E £ B B R 2 A

Kz -

a) Itk % B% 19 B Glenstone Investments Limited 2 &
EZMBRAZEHE  Glenstone Investments
Limited Bl fiPorterstone® 25 # A 60%# 25 °

b) & E il H 51%

AB-HEAFTAERELF EH
49% w2 AE] o Bt - ?ﬂ%& FLxF
SREHFHZRMG -

FHRBEA

c) tgﬂxfﬁﬂi%%‘J*Eﬁ%ﬁﬂx@ﬂﬁ$E1’E7%Eﬂ’iﬂﬁi¥ﬁﬁh
B-ENREEFEN _ZERF-—A-TLHEX
B eng Tﬁﬁ“ﬁ’&tﬁﬁxf °

d) ERNABSMERH

e) WERMBHIFTZEEXREFEXRE -

f) HERNBAZTEXZRERERT LS EBS LR
75 °

9) HERHEDERARAR-_TTNF+-_A=1+—H
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REEAMP LSS ESE N A13.89% « It
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Notes:

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.

Kingston is a company controlled as to 51% and 49% by Chu
Yuet Wah and Ma Siu Fong respectively. Therefore, Chu Yuet
Wah and Ma Siu Fong are deemed to be interested in the
shares held by Kingston.

These shares are held by Kingston as a placing agent in
relation to the New Shares Placing. Upon completion of the
New Shares Placing on 27th January, 2005, Kingston ceased
to be interested in these shares.

These shares are held by Kingston.

These shares are held by Ma Siu Fong’s Family Member, Li
Wai Man.

These shares are held by Lee Wai Man’s Family Member, Ma
Siu Fong, via Kingston.

This percentage was calculated based on 365,406,669 issued
shares of the Company as at 31 December, 2004.

The percentage of interests held by such substantial
shareholder as recorded in the Register of Substantial
Shareholders as at 31st December, 2004 was 13.89%, which
was calculated based on 426,171,669 issued shares of the
Company as shown on the notice filed by such substantial
shareholder on 15th December, 2004 in relation to the New
Shares Placing.

The percentage of interests held by such substantial
shareholder as recorded in the Register of Substantial
Shareholders as at 31st December, 2004 was 4.34% (i.e.
ceased to be a substantial shareholder), which was calculated
based on 426,171,669 issued shares of the Company as shown
on the notice filed by such substantial shareholder on 15th
December, 2004 in relation to the New Shares Placing.

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, 2004.

Particulars of the retirement benefits schemes of the Group

are set out in note 35 to the financial statements.

Neither the Company nor any of its subsidiaries purchased,

sold or redeemed any of the Company’s listed securities during

the year.
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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.

In the opinion of the directors, the Company has complied
with the Code of Best Practice as set out in Appendix 14 to
the Listing Rules throughout the year ended 31st December,
2004, except that the independent non-executive directors were
not appointed for a specific term since they are subject to
retirement by rotation and re-election at the annual general
meeting of the Company in accordance with the provision of
the Company’s Bye-laws.

The audit committee of the Company at 31st December, 2004
was comprising Messrs. Hung Cho Sing, Ho Wai Chi, Paul
and Fung Ho Sum, all being independent non-executive

directors.

The principal duties of the audit committee are to review with
management the accounting principles and practices adopted
by the Group and discussed internal controls and financial
reporting matters including reviews of interim and annual
financial statements.

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.

The Company has adopted the Model Code as set out in
Appendix 10 to the Listing Rules as the code of conduct
regarding directors’ securities transactions. All directors have
confirmed, following specific enquiry by the Company, that
they have complied with the required standard set out in the
Model Code during the year.

The Company has received from each of the independent non-
executive directors an annual written confirmation of his
independence pursuant to rule 3.13 of the Listing Rules. The
Company considers all of the independent non-executive
directors are independent.
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Advance to an entity under Rule 13.13

Advance to entities by the Group which individually exceeded
8% of the relevant percentage ratios under Rule 13.13 of the
Listing Rules as at 31st December, 2004 were as follows:

(i) On 15th March, 2004, the Group entered into a
subscription agreement with Givon Enterprises Corp.
(“Givon”) and a subscription agreement with Stylish
Century Enterprises Inc. (“Stylish”) respectively. The
ultimate beneficial owners of Givon and Stylish (“the
Note Issuers”) are independent of and not connected
with any of the directors, chief executive or substantial
shareholders of the Company or its subsidiaries or any
of their respective associates. Pursuant to the relevant
subscription agreements, the Group agreed to subscribe
for two convertible notes (“Convertible Notes”) issued
by the Note Issuers at a consideration of HK$26,000,000
each. As at 31st December, 2004, the outstanding
balance of each of the Convertible Notes amounted to
HK$26,000,000.

Each of the Convertible Notes is interest bearing at 1%
per annum, secured by a charge on the relevant Note
Issuers’ entire equity interest in Colima Enterprises
Holdings Inc. (“Colima”). The Convertible Notes shall
be repaid on the maturity date which is the date falling
36 months from the date of the relevant subscription
agreements or the date of the listing of a proposed
holding company of the artists management business
on a recognised stock exchange, whichever is the
earlier.

Colima, a company incorporated in the British Virgin
Islands with limited liability, is beneficially owned as to
50% by each of the Note Issuers. The principal asset
of Colima is its 51% equity interest in Together Again
Limited (“TAL"), which the Group owned a 49% equity
interest. TAL is principally engaged in the provision of
artists management services.

(i) As at 31st December, 2004, loan receivable from Mr.
Jean-Christophe Scolari (the “Vendor”, an independent
third party independent of and not connected with any
of the directors, chief executive or substantial
shareholders of the Company or its subsidiaries or any
of their respective associates) amounted to
HK$25,000,000 (the “Loan Receivable”). The Loan
Receivable is secured by a corporate guarantee given
by an independent third party (the “Guarantor”) the
ultimate beneficial owner of which is not a connected
person (as defined in the Listing Rules) of the Company.
In the event of the default of the Vendor, the Guarantor
shall assume the liabilities of the Vendor to the Group.
Details of the Loan Receivable are set out in note 19(b)
to the financial statement.
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Entities

ERZER

Riche Multi-Media

Legend Rich Limited
ERETERRA

Riche Distribution Limited
ERBETERRA

Riche Video Limited

World East Investments Limited

k)
Total

RHRTFEXRZEREAS H£33,885,0008 28R
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Advance to an entity under Rule 13.13 (Continued)

As at 31st December, 2004, the advances to the Riche
Group by the Group are set out as follows:

EihER
Attributable interest BX
held by the Group Advances
% THET
HK$'000
40.67 33,885
40.67 192
40.67 549
40.67 13
40.67 35
34,674

The advances to Riche Multi-Media (the “Riche
Advances”) which amounted to HK$33,885,000
represented convertible notes in an aggregate amount
of HK$33,800,000 and the accrued interest thereon of
approximately HK$85,000. The principal amount of the
convertible notes arose from the granting of distribution
rights of 116 films to the Riche Group by the Group in
April 2002. The convertible notes are unsecured and
bear interest at 1% per annum which is payable semi-
annually in arrears and will mature on 19th April, 2005.
Prior to the maturity, neither the Group nor Riche Multi-
Media has the right to redeem or request for redemption
of the convertible notes. The convertible notes carry
the right to convert the whole or any part of the
outstanding principal amount of the convertible notes
into ordinary shares of HK$0.10 each in the share capital
of Riche Multi-Media at an initial conversion price of
HK$4.0 per share at any time on or before 19th April,
2005.

The advances to the Riche Group other than the Riche
Advances represented trade receivables arising from
the granting of distribution rights of films and the
provision of post-production services during the period
from June 2004 to December 2004 to the Riche Group
and other receivables arising from payments made by
the Group on behalf of the Riche Group. These
receivables are unsecured, interest-free and with
payment terms ranging from 30 to 90 days.
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Financial assistance and guarantees to affiliated companies
under Rule 13.16

As at 31st December, 2004, financial assistance to and
guarantees given for facilities granted to the Company’s
affiliated companies, namely Riche Multi-Media, by the Group
approximately amounted to HK$33,885,000 which exceeded
8% of the relevant percentage ratios under Rule 13.16 of the
Listing Rules.

7N & B I £ 7 5 ) £F f) B AEAER © The Group did not have any committed capital injection to any
of its affiliated companies.

RZZEENF+ A=+ HEXREEZLKAEEER  As at 31st December, 2004, the consolidated balance sheet

ER(BRENEXRZEBHZE_ZTTNMF+=-A=+—  of the Riche Group extracted from the consolidated financial

HiEFEzHEeMBRER) AT statements of Riche Multi-Media for the year ended 31st
December, 2004 is set out below:

FAT

HK$’000

ERBEE Non-current assets 25,616

MEBEE Current assets 109,518

mBAaE Current liabilities 64,310

ERBEE Non-current liabilities -

BEFE Net assets 70,824

NEEBRBEEZEASTAEFBHRMBHERMFE  Details of the significant post balance sheet events are set
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out in note 41 to the financial statements.

A resolution will be submitted to the forthcoming annual general
meeting to re-appoint Messrs. Deloitte Touche Tohmatsu as
auditors of the Company.

On behalf of the Board
Heung Wah Keung

Chairman

Hong Kong, 26th April, 2005



