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MANAGEMENT DISCUSSION AND ANALYSIS

The period under review which ended 30th September, 2006 (the “Period”) is
the first six-month financial period during which Emperor Entertainment Hotel
Limited (the "Compuny”) und its subsidiuries (collectively referred to us the
"Group”) huve operuted us u full-scule entertuinment und leisure
conylomerute.

Revenue soured by more than 7 times to dpproximutely HK$593.3 million
during the Period, up from HK$67.6 million in 2005. Profit uttributuble to
shareholders rose 485% to upproximutely HK$109.2 million, up from HK$18.7
million previously. The surge in revenue und profit is muinly uttributuble to
conftributions from the Group’s flagship project, Grund Emperor Hotel in the
Mdacau Speciul Administrative Reyion und un appreciution of investment
properties.

OPERATION REVIEW

Hotel and gaming operations

Grund Emperor Hotel in Mucau is the Group’s flugship project. The hotel
officiully commenced business in Junuary 2006 und wus the first hew hotel
for Macuu in the yeur 2006, in line with the Group’s strategy to yet in early in
the fast growing und lucrative market. The Period marks the first period which
recorded u full six-month operation of the hotel with its full-scale entertainment
facilities. The results showed positive contributions from all segments.

The Grand Emperor Hotel is locuted at the heart of Mucuu’s city centre, u
short distunce from the muin ferry ferminul aund the cusino landmark Hotel
Lisbou. Targeting medium to high rollers, the Grand Emperor Hotel has 136,660
squure feet of guming spuce spreudinyg over seven floors. It offers 348 slot
machine seats and a fotal of approximately 90 gaming tables in the guming
conhcourse and VIP rooms, featuring mainly baccarat — the most popular
tuble gume in Macuau.

The luxuriously desighed hotel dlso provides comprehensive entertuinment
und dininy fucilities with a Europeun-themed decor und 291 hotel rooms,
including the fubulously uppointed The Emperor Suite, which is more than
7,000 syuure feet in size.
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OPERATION REVIEW (Continued)

Hotel and gaming operations (Continued)

The Group owhs 45% of the project. With munugement control vesting in the
Group und other stukeholders remuining pussive investors, the project’s
financials are consoliduted into the Group’s buluhce sheet to provide
franspurency for the market und investors.

Since the commencement of business in Junuury 2006, the hotel hus quickly
estublished its brand nume in Mucuu, the world’s second largest guminyg
muaurket. Despite intensifying industry competition with the arrival of severul
new pluyers in the murket, the project recorded revenue of upproximautely
HK$532.1 million (2005: Nil), und profit reached upproximautely HK$S210.1 million,
out of which upproximutely HK$123.1 million wus uttributuble to the
uppreciution of investment properties and HK$87.0 million represented the
segment’s operuting profit during the Period, us compuared with d loss of
HK$10.6 million previously.

Guming Revehue

Despite keen murket competition, the Group’s cusino operutions, run by
licence holder Sociedele de Joyos de Mucuu, S.A., performed in line with
muhugement expectations. All segments had picked up quickly since the
project launched in Jaunhuary 2006. Manayemeht expects continudl
improvement in its results when the hotel reaches its full capucity of 64 guminy
tables in its guming concourse und eight VIP hualls.

Guminy Conhcourse

During the Period, the Group had 48 tubles in operation in the muss market-
tdargeted concourse, up from 44 tubles us reported in the latest unnual report.
These tubles hud u ygross win of upproximutely HK$235.9 million, with un
averuge win of upproximately HK$28,000 per tuble per duy, up from
upproximutely HK$23,000 us reported in the lutest annuul report. Income for
the Period wus approximately HK$94.3 million.
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OPERATION REVIEW (Continued)

Hotel and gaming operations (Continued)
Slots

Slot machines recorded u gross win of upproximately HK$58.6 million from
the operution of 348 slot seuts, up from 333 seuts us reported in the latest
annuul report. The slot muchines returned un uveruyge win of upproximutely
HK$900 per seut per duy, compured with approximately HK$700 us reported
in the latest annual report. Income for the Period wus approximately HK$18.2
million

VIP - Self-maunaged

The Group munuyes one of the eight VIP halls within the hotel. Supported by
u decude-lony operuting experience in Macuu, the six guming tubles of the
Group in its VIP hull, ull of which offer buccurut, recorded u rolling of
approximately HK$28.9 billion und an income of dpproximately HK$288.1
million. Averuge win per tuble per duy wus upproximutely HK$676,000,
compured with upproximutely HK$579,000 us reported in the lutest unnuul
report.

Win percentuye (culculuted before discounts und commissions) wus 2.6%,
compured with 2.7% us reported in the latest unnual report. The win
percentuge is subject to short-term fluctuation but is rather steudy in the
lonyg run bused on historicul industry averayes.

Income from other VIP hulls
The Group received rental contributions from the leasing of five VIP halls

operuted within the hotel. Revenue wus upproximutely HK$16.9 million during
the Period.

03



T

T N i .h.
_ 2006/2007 Interim Report e Emperor Entertainment Hotel Limited _

OPERATION REVIEW (Continued)
Hotel and gaming operations (Continued)
Noh-guminy Revehue

The Grund Emperor Hotel recorded HK$71.7 million in hon-guming revenue,
compured with HK$26.8 million us reported in the lutest unnuul report. This
comprised muinly of contributions from hotel rooms, food und beveruge, us
well us rentul income from sauna, hight club and retuil spuce operutions on
the ground floor of the hotel. All together, this segment reported eurnings of
upproximutely HK$5.9 million during the Period, compured with u loss of HK$2.4
million us of 31st Murch, 2006.

The 291 hotel rooms returned un uveruge duily rate of upproximutely HK$700
during the Period. Occupuncy rate of the avdiluble guestrooms was 81%,
compured with 64% reported in the lutest annual report.

According to Mucuu Government Documentution und Informution Centre,
there were 12,411 hotel rooms in Mucuu us of 30th September, 2006, u 16.2%
increuse from the previous yeur, with un uveruge occupuncy rute of
approximately 70%. Amid growing competition uand incredse in room supply,
the Group munuyed to uttract und retuin hotel yuests with its top-cluss
uttentive service und high-end entertuinment und lodyiny fucilities.

Revenhue from food und beveruygye wus dpproximutely HK$29.6 million, und
rental income from suunu, hight club and retdil space operutions waus
approximately HK$7.3 million.
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OPERATION REVIEW (Continued)
Cruise and cruise-related operations

Revenue from this segment came from the leusing und operution of cruise-
reluted uctivities of Golden Princess, the Group’s wholly-owned 12,704-ton
cruise liner which provides entertuinment, guming unhd accommoduaution
fucilities.

From its cruise-reluted operations, the Group received revenue of
approximautely HKS$61.2 million during the Period, compured with HK$67.6
million in 2005, und u profit of upproximately HK$15.2 million, compured with
HK$21.4 million previously. This segment continues to provide stable revenue
and cush flow to the Group, despite u slight drop in eurninys us the Group
had been focusinyg its marketing aund promotion efforts on its recently-
launched Mucuu cusino project.

Property sales and development

This seyment recorded ho revenue during the Period, us its investment property
project in Shanghui remuains under development. The project recorded d loss
of approximutely HK$1.8 million.

Locuted on u 22,870 sqyuure metre prime site in Yu Yuun, Shunghui, the project
will be developed intfo u shoppinyg urcaude und service upurtment complex.
The muin body of the complex will be u multi-storey shoppinyg urcude, und
the entire project is expected to have un areu of more thun 110,000 syuure
metres.

The Group completed the foundution und busement excuvation work for
the development in October 2006. Busement construction is in progress.
Construction hus proceeded in line with munugement expectations.

-I
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OPERATION REVIEW (Continhued)
Property sales and development (Continued)

The hew M10 subwuy route — to be lauhched in 2009 - will be udjacent to
the subject site and there will be entrances und exits connecting to und
from our commerciul complex. This is expected to boost pedestriun flow to
our property und enhunce the future commerciul value of the development.
The development project is scheduled to be completed in 2008.

CAPITAL STRUCTURE, LIQUIDITY AND FINANCIAL RESOURCES

There is ho change in the capital structure of the Compuany for the Period.

During the Period, the Group muinly funded its operutions und cupitdl
expenditure through its internully generuted cush flow from operations. As ut
30th September, 2006, the bunk borrowings which were denominuted in Hony
Kony dollur, secured, interest beuring und hud fixed repuyment ferm
amounted to approximately HK$270.4 million. The advances from related
compunies totuled upproximutely HK$90.8 million, which were denominuted
in Hony Kony dollars, uhsecured, non-interest beuring und repuyuble on
demund. The udvunces from minority shareholders which were denominuted
in Hony Kony dollars, unsecured, non-interest bedring aund repuyuble only
when the subsidiaries have surplus fund were upproximately HKS$491.4 million.

The Group’s current ussets and current liubilities us ut the end of the Period
were upproximutely HK$545.2 million und HK$385.1 million respectively. The
gedring ratio of the Group (expressed us a percentage of totul borrowings
over totul ussets) decreused from 34% ih the precediny finuncial year to
30%., which wus muinly due to repuyment of bunk borrowings und advaunces
from reluted compunies during the Period.
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CAPITAL STRUCTURE, LIQUIDITY AND FINANCIAL RESOURCES
(Continued)

Save us disclosed ubove und trade and other puayadbles and accrued charges,
the Group hud no other externul borrowinys. Bunk bulunces und cush on
hand of the Group us ut 30th September, 2006 totuled upproximutely HK$192.7
million, which were muinly denominuted in Hony Kony dollurs und Mucuu
Patucu. With the borrowings und bunk bulunces und cush on hund
denominuted in Hony Kony dollurs und Mucuu Putucu, the Group
experienced ho sighificunt exposure to foreign exchange rute fluctuation for
the Period.

With its sufficient bunk balunces and cush on hund us well as its existing loun
fucility, the directors of the Compuny considered to have sufficient workinyg
cupitul for the operutions und the future development of the Group.

COMMITMENTS AND CONTINGENCY

As ut 30th September, 2006, the Group had totul commitments of
approximutely HK$43.6 million, of which upproximutely HK$40.8 million wus
for u property development project in Shanghai und approximately HK$2.8
million for purchase of property, plant und eyuipment. The Group dlso had G
contingent liubility of upproximately HK$438.5 million in respect of construction
contructs entered into by the Group on behulf of u joint venture purtner of u
property development project in Shanghdai.

PLEDGE OF ASSETS

As ut the end of the Period, ussets with currying vulues of approximutely
HK$1.5 billion were pledyged to u bunk us security for u bunking fucility grunted
to the Group.

-I
oV



&

_ 2006/2007 Interim Report ¢ Emperor Entertainment Hotel Limited _ —

NUMBER AND REMUNERATION OF EMPLOYEES

As at 30th September, 2006, the Group’s humber of employee wus 1,093
(2005: 616). Totul stuff costs, including directors’ remunerution, for the Period
were upproximutely HK$82.7 million (2005: HK$22.4 million). All employees ure
under remunerution policy of fixed monthly sulary with discretionury bonus.

To provide incentives or rewards to the staff, the Compuny adopted u share
option scheme onh 2nd September, 2002. Duriny the Period, the Compuny
did not grant uny option under the share option scheme and the outstanding
share options us at the end of the Period was a total of 10,000,000 share
options yranted to certuin directors of the Compuny in preceding financial
yeur.

PROSPECTS

With the opehiny of Grund Emperor Hotel in Macau in Junuury 2006, the
Group hus repositioned itself us u full-scule entertuinment und leisure
conhylomerute, enjoyinyg sighificunt contributions from the new operation.

Benefited from the Group’s experience und well-received brand nume -
especidlly in the importunt muinlund Chinau murket — Grund Emperor Hotel
hus munuged to yuickly estublish d sighificunt presence in Mucuu. However,
according to Mucau Guming |Inspection and Coordination Bureuu, there
were 1,388 guminy tubles in Mucuu us ut the end of 2005 und 2,440 guminy
tables us of 30th September, 2006. With the entry of hew players and projects
in Mucuu, murket competition is expected to intensify. To strengthen the
Group’s foothold in the feverish market, manugement will remain dedicuted
to enhuncinyg its entertauinment facilities and providinyg dttentive and
differentiated services, o enlarge its pool of loyul customers, especiully from
the lucrative mid- to high-rollers.

The Group ulso unfticiputes increusing contributions whenh the muss market-
targeted guminyg concourse reuches its full capacity of 64 guming tables,
following un increused supply of dedlers.
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PROSPECTS (Continued)

The Group hus uppointed reputable intfernational consultants for the Shanghdi
property development to handle leusing munagement und revise the design
of the shoppiny urcude, with u view to improving pedestriun flow within the
complex und thus muximising the investment value of the project. The project
is set to become u commerciul lundmurk in Shunghui.

Looking uheud, the Group will continue to look for expunsion possibilities
with further ufilisation of the Group’s execution strength and rich assets in the
entertauinment und retdil industries.

NOTICE OF PAYMENT OF INTERIM DIVIDEND

Interim Dividend

The bourd of directors (the “"Bourd”) declured the puyment of un inferim
dividend of HK$0.04 per shure (“"Dividend”) for the Period (2005:HKS$0.01),
amounting to dpproximately HK$37.2 million. The Dividend will be pdid on
26th Junuary, 2007 (Friday) to shareholders whose hames uppeur on Reyister
of Members of the Compuny on 12th Junuary, 2007 (Friduy).

Closure of Register of Members

The Reyister of Members of the Company will be closed, for the purpose of
determininy shureholders’ entitlement to the Dividend, from 11th Junuuary,
2007 (Thursduy) to 12th Junuury, 2007 (Friduy) (both duys inclusive), during
which period no share trunsfer will be effected.

In order to yuulify for the Dividend, ull trunsfers accompunied by the relevunt
share certificates must be lodged with the Compuany’s Share Registrar in
Hony Kony, Secreturies Limited, ut 26th Floor, Tesbury Centfre, 28 Queen’s
Roud Eust, Waunhchui, Hong Kony for reyistration no luter than 4:00 p.m. on
10th Junuary, 2007 (Wedhesday).

09
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The Bourd unnhounces the unuudited condensed consoliduted finunciul
stautements of the Group for the Period together with the compurutive figures
for the correspondinyg period us set out below.

These condensed consoliduted financial statements have not been audited
nor reviewed by the Compuny’s auditors, Deloitte Touche Tohmatsu, but
have been reviewed by the dudit committee of the Company, which
comprises three independent hon-executive directors of the Compuny.

CONDENSED CONSOLIDATED INCOME STATEMENT

Six months ended
30th September, 30th September,

2006 2005
(Unaudited) (Unaudited)
Notes HK$’000 HKS$'000
Revenue 2 593,289 67,565
Cost of sules (23,258) 2,077)
Direct operating expenses (114,544) (25,296)
Gross profit 455,487 40,192
Fair value change in investment
properties 123,130 20,364
Other income 10,505 1,749
Selling und murketing expenses (279,541) (1,596)
Administrative expenses (89,434) (40,637)
Finance costs (20,962) (1,865)
Profit before tuxution 4 199,185 18,307
Tuxution 5 (17,702) (6,939
Profit for the period 3 181,483 11,368
Attributable to:
Eyuity holders of the Compuny 109,222 18,665
Minority interests 72,261 (7.297)
181,483 11,368
Earninygs per shure 6
- busic HK$0.12 HK$0.02
- diluted N/A HK$0.02
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CONDENSED CONSOLIDATED BALANCE SHEET

As at
30th September, 31st March,
2006 2006
(Unaudited) (Audited)
Notes HK$°000 HK$'000
Non-current ussets
Investment properties 7 633,230 510,100
Property, plunt und equipment 7 1,012,989 1,008,022
Prepuid leuse puyments 310,381 313,453
Property under development 7 332,569 326,699
Deposits mude on ucquisition of
property, plunt and eyuipment 2,678 16,369
Goodwill 18,301 18,301
2,310,148 2,192,944
Current ussets
Inventories, at cost 4,917 3,147
Trade und other receivubles 8 340,037 323,784
Prepuid leuse payments 7,590 7,571
Amount due from u reluted compuny - 11,347
Bank balances and cush 192,651 163,903
545,195 509,752
Current lidbilities
Trade und other puyubles 9 230,970 223,354
Amounts due to reluted compunies 90,844 144,901
Dividend puyuble 18,575 -
Secured bunk borrowinys
- umounts due within one year 37,858 37,046
Taxation payable 6,890 4,870
385,137 410171
Net current ussets 160,058 99,581
Total ussets less current liabilities 2,470,206 2,292,525
Non-current lidbilities
Secured bunk borrowings
- umounts due ufter one year 232,537 251,519
Amounts due to minority shareholders
of u subsidiary 491,404 479,296
Deferred taxation 68,299 52,617
792,240 783,432
Net ussets 1,677,966 1,509,093
Cupitdl und reserves
Share capitdl 93 93
Reserves 1,323,964 1,227,352
Equity uttributable to eyuity holders
of the Compuny 1,324,057 1,227,445
Minority interests 353,909 281,648
Total eyuity 1,677,966 1,509,093
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN
EQUITY (UNAUDITED)

Capital Share Accumuloted
Share Share redemption Contribufed ~~ opfion legal Tromslation  (losses) Minority Totol
capital  premium  reserve  suplus  reserve  reseve  reserve profits Total  interests equity
HKS'000  HKS'000  HKSO00  RKS'000  HKSO00  HKS'000  HKSO00  HKS'000  HKSO00  HKS'000  HKS'000

Af Tst April, 2005 95 1264982 006 514191 - - 60175 (119.077) 1,067,080 (d1) 1,096,579
Effect of changes in uccounfing

policles - - - - - - - 3966 3396 3030 64306
As restuted 9 1264982 086 514191 - - 60175 (686.111) 1090996 29889 1120886

Exchunge difference urising on
ranslation of PRC operations

recognised directly in equity - - - - - - 6,559 - 6,559 - 6,559
Proft (loss) for the period - - - - - - - 18686 18665 1.97) 1368
Totul recognised income

(exvense) for the period - - - - - - 6,559 18,665 25004 (1290 19
Cugital contrioution from minorty

shureholders of u subsidiury - - - - - - - - - il P
Cupitul contrioution urising from fuir

vulue udjustment on umounts

due to minority shureholders of

U subsicfiary - - - - - - - - R )| K]
Recounition of eyuity-settled

shure-bused puyment - - - - 3964 - - - 3964 - 3964
At 30th September, 2005 93154982 008 514191 3964 - 1273 (eeodds) 1020084 80916 1,201,100
Af Tst Awril, 2006 % - 006 1,048,335 394 o 0500 199208 1227485 281648 1,509,098
Exchunge difference urising on

ranslation of PRC operations

recognised directly in equity - - - - - - 5,965 - 5,965 - 5,965
Proft (loss) for the period - - - - - - - 109222 109222 72260 181483

Totul recognised income

for the period - - - - - - 9960 100222 VSI8T 7221 187448
2006 finul dividend puyable - - - (18579) - - - - (18579 - (18579)
At 30th September, 2008 9 - 066 1,029,760 3964 4 2085 208445 1304057 383909 1,677,966
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT

Six months ended
30th September, 30th September,

2006 2005
(Unaudited) (Unuudited)
HK$°000 HKS$ 000
Net cush from operating uctivities 131,242 16,296
Net cush used in investing uctivities (26,269) (742,517)
Net cush (used in) from finuncing
uctivities (76,233) 500,930
Net increuse (decreuse) in
cush und cush eyuivulents 28,740 (225,291)
Cush und cush eyuivulents ut the
beyinniny of the period 163,903 525,961
Effect of foreigh exchunge rate changes 8 11
Cush und cush eyuivulents ut the
enhd of the period
Bunk bulunces und cush 192,651 300,681
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
For the six months ended 30th September, 2006

1.

BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING POLICIES

The unuudited condensed finunciul stutements huve been prepured in
uccordunce with the Hony Konyg Accounting Stundard 34 “Interim Financial
Reporting” issued by the Hohy Kony Institute of Certified Public Accountunts
and with the applicuble disclosure requirements of Appendix 16 to the Rules
Governing the Listing of Securities on The Stock Exchunge of Hony Konhy
Limited (the “Listing Rules”).

The unhuudited condensed finunciul stutements huve been prepured on the
historicul costs busis, except for certuin properties und financial instruments,
which are meusured ut revulued umounts or fair values us appropriute.,

The uccountiny policies udopted for prepurution of the unuudited condensed
finunciul stutements ure consistent with those followed in the prepurution of
the Group’s unnuul finunciul stutements for the yeur ended 31st Murch,
2006.

P T e
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(Continued)
For the six months ended 30th September, 2006

2. REVENUE

Six months ended
30th September, 30th September,

2006 2005
(Unaudited) (Unaudited)
HK$°000 HKS’000
An unulysis of the Group'’s revenue
is us follows:
Hotel and gaming operations
Service income from VIP room 288,110 -
Service income from muss murket 94,340 -
Service income from slot muchine hall 18,162 -
Hotel room rentul income 34,733 -
Muarketing und promotion income 42,825 -
Food und beveruye sules 29,552 -
Other rentul income 19,306 -
Others 5,078 -
532,106 -
Cruise and cruise-related operations
Rentdl income from gyuming hall 60,000 66,030
Food und beveruye sules 494 598
Room rentul income 134 206
Others 555 731
61,183 67,565
593,289 67,565




NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(Continued)
For the six months ended 30th September, 2006

3. SEGMENT INFORMATION

In uccordunce with the Group’s internal financial reporting, the Group hus
determined business seyments to be presented us the primury reportiny
formut. An unulysis of the Group’s business seymentul informution is us follows:

Hotel
and Cruise and Property  Unallocated
gaming  cruise-related sales and corporate

operations operations development items Total
(Unaudited) (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)

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

For the six months ended
30th September, 2006
REVENUE 532,106 61,183 - - 593,289
RESULTS
Segment results 210,050 15,185 (1,828) (4,876) 218,531
Inferest income 1,616
Finunce costs (20,962)
Profit before tuxution 199,815
Taxation (17,702)
Profit for the period 181,483
16
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(Continued)
For the six months ended 30th September, 2006

3. SEGMENT INFORMATION (Continued)

Hotel
und Cruise und Property  Unullocuted
guming  cruise-reluted sules und corporute

operutions operutions development items Totul
(Unuudited) (Unuudited)  (Unuudited)  (Unuudited)  (Unuudited)
HKS'000 HK$000 HK$'000 HK$000 HK$000

For the six months ended

30th September, 2005
REVENUE - 67,565 - - 67,565
RESULTS
Segment results (10,634) 21,448 20,007 (12,031) 18,790
Interest income 1,382
Finunce costs (1,865)
Profit before tuxution 18,307
Taxation (6,939)
Profit for the period 11,368
17
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(Continued)
For the six months ended 30th September, 2006

4.  PROFIT BEFORE TAXATION

Six months ended

30th September,

30th September,

2006 2005
(Unaudited) (Unuudited)
HK$°000 HKS$ 000
Profit before tuxution hus been
drrived ut ufter churginy:
Allowunce for bud und
doubtful debfts 1,900 -
Depreciution of property, pluant
und eyuipment 36,476 2,857
Operuting leuse rentul in respect
of rented premises 1,933 -
Releuse of prepuid leuse
puyments 3,232 -
und ufter creditiny:
Interest income from
bunk und other deposits 1,616 1,382
18
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(Continued)

For the six months ended 30th September, 2006

5. TAXATION

Six months ended

30th September, 30th September,

2006 2005
(Unaudited) (Unuudited)
HK$’000 HKS 000
The churge comprises:
Maucau Complimentary Income Tux
— current year (4,625) -
— overprovision in prior yeur 2,605 -
PRC Enterprise Income Tux
— overprovision in prior yeurs - 67
Deferred tuxution (15,682) (7,006)
(17,702) (6,939

The Mucuu Complimentury Income Tux is culculuted proyressively ut u
maximum of 12% of the estimute ussessuble profits for both periods. The PRC
Enterprise Income Tux is culculuted at the rates prevdiling in the People’s
Republic of China (the “PRC").

No provision for Hony Kony Profits Tux hus been mude us there were no
estimuted ussessuble profits for both periods.

: S
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(Continued)
For the six months ended 30th September, 2006

6.

EARNINGS PER SHARE

The culculution of the busic und diluted eurnings per shure ure us follows:

Six months ended
30th September, 30th September,

2006 2005
(Unaudited) (Unuudited)
HK$°000 HKS$ 000
Edrninys:
Earnings for the purposes of
culculuting busic und diluted
eurhings per shure 109,222 18,665
As at
30th September, 30th September,
2006 2005
(Unaudited) (Unuudited)
Number of shures:
Number of shures for the purpose
of culculuting busic eurnings
per share 928,771,980 928,771,980

Effect of dilutive potentiul shures
- shure options

Weighted uveruye humber of shures
for the purpose of culculating
diluted eurninys per shure

2,732,240

931,504,220

No diluted eurnings per shure hus beenh presented in respect of the
Compuny’s potentiaul ordinury shares us the exercise price of these shares
wus higher than the uveruye murket price of the shures during the Period.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(Continued)
For the six months ended 30th September, 2006

7.  MOVEMENTS OF INVESTMENT PROPERTIES, PROPERTY, PLANT AND EQUIPMENT
AND PROPERTY UNDER DEVELOPMENT

An unulysis of movements of the ussets of the Group is set out below:

Property, Property
Investment plant and under
properties equipment  development
(Unaudited) (Unaudited) (Unaudited)
HK$ 000 HK$ 000 HK$ 000
FAIR VALUE/CARRYING AMOUNT
At st April, 2006 510,100 1,008,022 326,699
Currency redlignment - 2 5,209
Fair value chunye 123,130 - -
Trunsfer from deposits mude on
ucyuisition of property, plunt
und eyuipment - 15,181 -
Additions - 28,242 98
Disposuls - (1,982) -
Depreciution - (36,476) -
Releuse of prepuid leuse puyments
cupitulised - - 563
At 30th September, 2006 633,230 1,012,989 332,569
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(Continued)
For the six months ended 30th September, 2006

8. TRADE AND OTHER RECEIVABLES

The Group dllows credit periods of up to 60 duys to its frade customers. An

aying unulysis of the Group’s tfrade receivubles ut the bulunce sheet dute is

set out below:

As at
30th September, 31st Murch
2006 2006
(Unaudited) (Audited)
HK$°000 HK$°000
0 - 30 duys 162,237 185,121
31 - 60 duys 7,528 7,575
61 - 90 duys 9,312 4,844
179,077 197,540
Chips onh hund 107,097 102,816
Other receivubles 53,863 23,428
340,037 323,784

Chips on hund represent chips issued by u guminy concessionuire in Mucuu.,

The directors of the Compuny consider that the currying umount of frade

and other receivubles upproximates its fair value.

%
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(Continued)
For the six months ended 30th September, 2006

9. TRADE AND OTHER PAYABLES

An uying unulysis of the Group’s frude puyubles ut the bulunce sheet dute
is set out below:

As at
30th September, 31st Murch
2006 2006
(Unaudited) (Audited)
HK$’°000 HKS$ 000
0 - 30 duys 50,364 43,243
31 - 60 duys 717 1,708
61 - 90 duys 116 284
91 - 180 duys 52 129
51,249 45,364
Short-term udvunces 45,000 45,000
Other puyubles 134,721 132,990
230,970 223,354

Short-term udvunces ure unsecured, interest-free und repuyuble on demund.

The directors of the Compuny consider that the currying umount of frade
und other puyubles upproximates its fuir value.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(Continued)
For the six months ended 30th September, 2006

10.

COMMITMENTS AND CONTINGENCY

(a) Capital commitments

As at
30th September, 31st Murch,
2006 2006
(Unaudited) (Audited)
HK$°000 HKS 000
Authorised but not contructed
for in respect of property und
hotel development projects - 2,246
Contructed for but hot provided
in the consoliduted financial
stutements, net of deposits
puid, in respect of:
— property aund hotel
development projects 40,762 49,356
— property, plunt und
equipment 2,810 2,738
43,572 52,094
43,572 54,340

(b) Contingent liability

As ut 30th September, 2006, the Group hud signed construction contructs
for the property under development which is situated in the PRC on
behulf of u joint venture purther. Accordinyg to the joint venture
ugreement, the joint venture purther would beur the full construction
cost. However, the Group hus the leyul obligutions to fulfil the confracts
if the joint venture purtner fuils to fulfil its obligutions. As ut 30th
September, 2006, the Group’s mauximum liability in this arrangement wus
upproximutely HK$438,485,000 (31st Murch, 2006: HK$431,476,000) which
represents contructed umounts but not yet puid by the joint venture

partner.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(Continued)
For the six months ended 30th September, 2006

11. PLEDGE OF ASSETS

As ut 30th September, 2006, certuin ussets of the Group were pledyed to u
bunk us security for u bunkiny fucility grunted to the Group. The curryiny
vulues of these ussets ut the bulunce sheet dute ure us follows:

As at
30th September, 31st Murch,
2006 2006
(Unaudited) (Audited)
HK$’000 HKS 000
Hotel property 550,584 555,577
Investment properties 633,230 510,100
Prepuid leuse puyments 275,281 278,513
1,459,095 1,344,190
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(Continued)
For the six months ended 30th September, 2006

12.

RELATED PARTY TRANSACTIONS

During the Period, the Group hud the followiny sighificunt trunsuctions with

reluted purties:

Fair vulue of shure options
grunted to directors

Interest expense to u reluted
compuny

Performunce-reluted incentive
puyments to u director

Purchuse of property, plunt
und eyuipment from u
reluted compuny

Rentul income from reluted
compunies

Shuring of udministrutive expenses

with u related compuny

30th September,

Six months ended

30th September,

2006 2005
(Unaudited) (Unaudited)
HK$’000 HKS$'000

= 3.964

1,348 -

1,552 -

184 886

61,186 66,030
7,670 5,385

Note: Certuin directors und substuntial shareholder of the Compuny huve
sighificunt influence or ure deemed fo huve significunt influence in

the ubove related compunies.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT
POSITIONS IN SECURITIES

As ut 30th September, 2006, the interests und short positions of the directors
und chief executives und their ussociutes in the shares, underlying shures
und debentures of the Compuny or its ussociuted corporutions us recorded
in the reyister maintuined by the Compuany pursuant fo Section 352 of the
Securities und Futures Ordinunce ("SFO”) or us otherwise notified to the
Compuny und The Stock Exchunyge of Hohy Konyg Limited (the “Stock
Exchange”) pursuant to the Model Code for Securities Transuctions by
Directors of Listed Issuers of the Listing Rules (*"Model Code”) of the issued
shure cupitul of the Compuny were us follows:

(a) Long position interests in the Company
(i) Ordinary shares of HK$0.0001 each of the Company

Capacity/ Number of  Approximate

Nature ordinary percentage
Name of director of interests  shares held holding
Ms. Luk Siu Mun, Semon Family 322,851,555 34.76%
("Ms. Semon Luk”)
(Note 1)
(ii) Share options
Number of
Number of underlying
Name of director Capacity options shares
Mr. Wony Chi Fui Beneficial 5,000,000 5,000,000
(Note 2) owher
Ms. Fun Mun Seuny, Vanessa  Beneficidl 5,000,000 5,000,000
(Note 2) owher



DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT
POSITIONS IN SECURITIES (Continued)

(a) Long position interests in the Company (Continued)

Notes:

1. 322,851,555 shures representing 34.76% of the shares of the Compuny,
were reyistered in the huame of Worthly Stronyg Investment Limited
(“Worthly Strong”), un indirect wholly-owned subsidiary of Emperor
Internutional Holdinys Limited (“EIHL"). EIHL wus u compuny with its shares
listed in Hony Kony; 60.37% of the shures of EIHL were reyistered in the
nume of Chuarron Holdings Limited ("Charron”). The entire issued share
cupital of Churron wus held by The A&A Unit Trust under The Albert
Yeunhy Discretionury Trust (“Trust”), u discretionary frust set up by Mr.
Yeuny Suu Shiny, Albert ("Mr. Albert Yeunyg”). Mr. Albert Yeuny, us founder
of the Trust, wus deemed to be interested in the 322,851,555 shares held
by Worthly Strony. By virtue of the uforesuid interests of Mr. Albert Yeuny,
Ms. Semon Luk (spouse of Mr. Albert Yeuny und director of the Compuny)
wus ulso deemed to be interested in the ubove 322,851,555 shures held
by Worthly Strony.

2. The shure options were yrunted to directors under the share option
scheme of the Compuny.

(b) Long position in shares in associated corporations

Number
Name of of issued  Approximate
associated ordinary percentage
Name of director corporation Capacity shares held holding
Ms. Semon Luk Novu Struteyic Limited Fumily 10 10%
("Novu Strutegic”) (Note)
28
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT
POSITIONS IN SECURITIES (Continued)

(b) Long position in shares in associated corporations (Continued)

Note: Novu Strutegic wus ownhed us to 90% by the Group und us to 10% by
Lion Empire Investments Limited (“Lion Empire”). The entire issued shure
cupitul of Lion Empire wus held by The A&S Unit Trust, a unit frust
under the Trust, of which Mr. Albert Yeuny wus the founder. Mr. Albert
Yeuny wus deemed to be interested in the shures of Novu Strauteyic
held by Lion Empire. By virtue of the uforesuid interests of Mr. Albert
Yeuny, Ms. Semon Luk (spouse of Mr. Albert Yeung und u hon-executive
director of the Compuny) wus ulso deemed to be interested in the
shures of Novu Struteyic held by Lion Empire.

Save as disclosed ubove, us ut 30th September, 2006, hone of the directors,
chief executives hor their ussociutes hud any interests or short positions in
any shares, underlying shares und debentures of the Compuny or uny of ifs
associated corporations.
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SHARE OPTIONS

The Compuny adopted a shure option scheme (“"Shure Option Scheme”) on
2nd September, 2002 (the “Adoption Dute”) to provide incentives or rewurds
to puarticipunts including the directors und eligible employees of the Group.

Under the Share Option Scheme, the directors of the Company are authorised,
at uny time within ten yeurs ufter the Adoption Dute, to grant options to uny
purticipunt to subscribe for shures in the Compuny at u price not less thun
the highest of (i) the closing price of the Compuny’s shures on the dute of
grunt; (i) the averayge closing prices of the Compuny’s shares for the five
tfrading days immediately preceding the date of gyrunt; und (i) the hominul
vulue of the Compuny’s share. A hominal consideration of HKS$1 is puyable
oh ucceptunce of the yrunt of options. During the Period, ho options were
grunted, lupsed, exercised or cuncelled under the Shure Option Scheme.

Detuils of movements in the humber of share options ure set out below:
Number of Number of

share options  share options
outstanding outstanding

Exercise as ot as af

price of the Ist April,  30th September,

Name of grantee Date of grant Exercise period share options 2006 2006

Mr. Wong Chi Fai 11th August, 2005 17th August, 2005 o HK$2.2 5,000,000 5,000,000
10th August, 2015

Ms. Fun Mun Seuny,  11th August, 2005 11th August, 2005 fo HK$2.2 5,000,000 5,000,000

\lnessu 10th August, 2015

Save us disclosed ubove, ut ho time during the Period wus the Compuny or
uny of its subsidiaries u party to uny aurrangements to enuble uny director or
chief executive of the Compuny or their spouse or children under 18 yeurs of
uge to ucyuire benefits by meauns of the acquisition of shares in, or debentures
of, the Compuny or uny other body corporutes.
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INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL
SHAREHOLDERS

As at 30 September, 2006, so far as is known to any director or chief executive

of the Compuny, the followiny persons or corporutions (other than a director

or chief executive of the Compuny) who had interests and short positions in

the shares or underlying shares of the Compuny as recorded in the reyister

reyuired to be kept under Section 336 of the SFO or us otherwise
the Compuny were us follows:

notified to

Long positions in ordinary shares of HK$0.0001 each of the Company

Number of issued
ordinary shares

interested
Capacity/ in or deemed
Name of shareholder Nature of interests to be interested
EIHL (Note) Interest in a 322,851,555
controlled corporution
Charron (Note) Interest in a 322,851,555
controlled corporution
Jumbo Wedlth Limited Trustee 322,851,555
(Note)
GZ Trust Corporation Trustee 322,851,555
("GZ Trust”) (Note)
Mr. Albert Yeuny (Note) Founder of the Trust 322,851,555
OZ Munugement, L.L.C. Investment munayer 83,286,087
Julius Buer Investment Investment munager 74,493,652

Munuyement LLC
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Approximate
percentage
holding
34.76%
34.76%
34.76%
34.76%
34.76%

8.97%
8.02%
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INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL
SHAREHOLDERS (Continued)

Long positions in ordinary shares of HK$0.0001 each of the Company
(Continued)

Note: The shures were reyistered in the name of Worthly Strony, un indirect wholly-
owhed subsidiury of EIHL. EIHL wus u compuny with its shures listed in Hony
Kony; 60.37% of the shures of EIHL were reyistered in the hame of Churron.
The entire issued shure cupitul of Churron wus held by The A&A Unit Trust
under the Trust, the trustee of which wus GZ Trust. Mr. Albert Yeuhy, us
founder of the Trust, wus deemed to be interested in the 322,851,555 shares
held by Worthly Strony. The ubove shures were the sume shares us those
set out in "Directors” und Chief Executives’ Interests und Short Positions in
Securities” ubove.

Suve us disclosed ubove, us ut 30th September, 2006, the directors of the
Compuny were not uwure of uny person or corporution (other thun the
directors and chief executives of the Compuany) who hud uny interests or
short positions in shares or underlying shares of the Compuny us recorded in
the reyister required to be kept under Section 336 of the SFO or us otherwise
notified to the Compuany.

CORPORATE GOVERNANCE

The Compuny hud complied throughout the Period with the Code on
Corporute Governunce Pructice us set out in Appendix 14 of the Listing
Rules, except that the nhon-executive directors of the Compuny were not
uppointed for specific ferms us set out in Appendix 14 of the Listing Rules,
however, they dre subject to refirement und re-election at eauch annudl
generul meetinyg in uccordaunce with the Bye-laws of the Company.
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MODEL CODE FOR SECURITIES

The Compuny hud udopted the Model Code contuined in Appendix 10 to
the Listing Rules us its codes of conduct regyurding securities transuctions by
directors und relevunt employees. Having mude specific enquiry to dll the
directors of the Compuny, ull the directors confirmed that they huve complied
with the Model Code.

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

During the Period, neither the Compuny hor uny of its subsidiuries purchused,
sold or redeemed uny of the Compuany’s listed securities.

By Order of the Bourd
Luk Siu Man, Semon
Chudirperson
Honhy Kony, 19th December, 2006

As ut the dute hereof, the Bourd of the Compuhny comprised 1. Chuirperson
uhd Non-executive Director: Ms. Luk Siu Man, Semonh; 2. Executive Directors:
Mr. Wonhg Chi Fai, Ms. Fauh Muah Seuhy, Vanhessa und Ms. Mok Fung Lin, Ivy; 3.
Independent Nonh-executive Directors: Ms. Chun Sim Lihg, Irene (Chuirperson
of the audit committee), Ms. Chun Wiling, Yvonnhe und Ms. Wan Choi Hu,
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