2004/2005 interim report I

MANAGEMENT DISCUSSION AND ANALYSIS

During the six months ended 30th September, 2004 (the “Period”), Emperor
(Chinu Concept) Investments Limited (the “Compuny”) und its subsidiuries
(collectively referred to us the "Group”) recorded u het profit of
approximately HK$15.7 million, us compured with u het loss of upproximutely
HKS$0.7 million in the lust correspondiny period. The net profit for the Period
wus muinly uttributuble to reversul of upproximutely HK$15.2 million in respect
of dllowunce for deposit puid for the purchuse of Honhy Tui Building,
Chonguing in the People’s Republic of Chiha (the "PRC”).

No turnover, however, wus recorded for the Period us the existing property
development project in Yu Yuun, Shunghdi in the PRC was still in an investment

staye.

INTERIM DIVIDEND

The bourd of directors (the "Bourd” or the "Directors”) did not recommend
the puyment of un interim dividend for the Period (2003: nil).

OPERATION REVIEW

During the Period, the core business of the Group remuined property
development and investment in the PRC. After the end of the Period, the
Group hud entered intfo ugreements to diversify its business to include tourist

and guminy entertuinment businesses.

Yu Yuan, Shanghai, the PRC

The Group previously held 90% interest in the development project in Yu
Yuan. During the Period, the Group dacyuired the remaining 10% interest in
the project from Stur City Entertainment Holdinygs Limited ut its originul

investment cost.
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OPERATION REVIEW (Continued)

Yu Yuan, Shanghai, the PRC (Continued)

On 26th Muay, 2004, the Group entered info u joint venture ugreement ("JV
Agreement”) with Shenzhen Liunhe Jinhuo Investment Development Co. Ltd.
("JV Parther”) to jointly develop the Group’s lund in Yu Yuun. Under the JV
Agreement, the Group would provide the lund, the JV Parther would bear
the full construction cost und the floor ureu would be split between the
parties in eyuul shures. The Group infended to develop the property into u
complex comprising commercial premises und apaurtments and/or hotel for
rentul purpose. The site areu of the lund was 22,870 syuure metres und the
totul lettable ureu wus currently estimated to be in the reyion of 80,000 to
85,000 syuure meters und in addition with around 650 cur parking spuces.
The Group hud un option to put its interest in the development project to
the JV Purtner ut u consideration of HK$530 million. The buildiny proposul
toyether with the building pluns of the development scheme hud dlreudy
been submitted to the relevant authority in the PRC for approvul. The
muhugement expected the development project to be completed by eurly
2007.

Hong Tai Building, Chongqing, the PRC

During the Period, the Group obtuined judgment uguinst Chonhguing Hony
Tai Property Development Co., Ltd. ("Hony Tui”) for failure fo complete and
deliver vucunt possession of certuin units and cur purks (collectively “the
Properties”) purchused by the Group in Chonhyyinyg Honyg Tui Buildinyg. Hony
Tai wus ordered to deliver the Properties or to refund the deposit puid in the
sum of RMB29.05 million (upproximutely HK$25.9 million) toyether with uccrued
interests to the Group. The Group had recovered puart of the deposit puid in
the sum of upproximutely RMB16.2 million (upproximately HK$15.2 million),
leading to the reversul of provision for the saume umount previously mude in
respect of the deposit puid. The Group reserved its right to recover the

balance of the deposit.
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OPERATION REVIEW (Continued)

Hotel Project in Macau

On 3rd November, 2004, the Group entered info agreement to purticipute in
45% interest in u project to ucyuire u buildinyg in Macuu from un independent
third purty at u consideration of HK$645 million, subject to the upprovul of
the shareholders of the Compuny. The building wus to be converted into u
hotel with cusino concourse, VIP cusino hulls, food und beveruge outlets,
entertainment facilities und retdil outlets. The Group’s estimuted investment
in the project wus HKS$405 million und the hotel wus expected to be
completed by the end of 2005.

Vessel Acquisition

On 23rd November, 2004, the Group entered into ayreement tfo ucquire
Golden Princess (“Vessel”), a cruise ship from The Albert Yeuny Discretionary
Trust, the substuntiul shareholder of the Compuny ("Vessel Agreement”),
subject to the upprovul of the shareholders of the Compuany. The Vessel hus
a gross tonnuye of 12,704 tons and u pussenyer cupucity of 570 guests. It
provides oh bouard cruise activities, services und entertainment facilities und
amenities, including cusino, to its pussenyers. The vendor undertukes to
procure the cusino to be leused out to u cusino operutor for one yeur ut u
monthly rentul of HK$9 million plus 30% of the net profit ufter tux of the
cusino operution. The considerution for the Vessel wus US$17.0 million which
wus bused on the vualuution of un independent valuer. The consideration
would be sutisfied by ullotment of shares in the Compuny at the price of
HKS$12.7 per shure (or HK$1.27 per subdivided shaure upon the proposed Shaure
Subdivision us mentioned below becominy effective) und such shures would
not be entitled to uny rights shares us mentioned below. The ucquisition

would bring in immediute revenhue to the Group.
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PROPOSED CHANGE OF COMPANY’S NAME

Followiny the recent development of the Group’s hew business ventures, the
Directors of the Compuny proposed to chunygye the Compuhy’s hume to
Emperor Entertainment Hotel Limited and to udopt u hew Chinese nume of
RHEREAEAFR AT N lieu of 2 (REHE ) I EHBR 2 dlin order to better
reflect the future direction und focus of the Group’s businesses. The hame
chunye is subject to the approval of the Reyistrar of Compunies in Bermudu
and the shureholders of the Compuny ut u shareholders’” meeting to be held
on 3rd Junuury, 2005 ("SGM").

CAPITAL STRUCTURE

As at 30th September, 2004, the authorised share capital of the Compuny
wus HK$200,000,000 divided into 200,000,000,000 shures umony which
11,006,883 shures had been issued und were fully puid or credited as fully

puid.

Post Balance Sheet Events

Placing of New Shares

On 6th December, 2004, the Compuny placed in agyregate 2,200,000 hew
shures ut the price of HK$10 per share (“Plucing Shures”) to six independent
institutional investors ("Placement”). The het proceeds of upproximutely
HK$21.3 million received from the Plucement would be upplied us the Group’s
generdl working cupitul. After the Plucement, the Compuny’s issued share

cupital increused to 13,206,883 shures us enlurged by the Plucing Shares.
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CAPITAL STRUCTURE (Contihued)
Post Balance Sheet Events (Continued)
Proposed Share Subdivision aund Proposed Rights Issue

As disclosed in the unhouncement duted 18th November, 2004, the Directors
of the Compuny proposed to effect shure subdivision under which the par
value of euch issued und uhissued shure of the Compuhny would be udjusted
from HK$0.001 to HK$0.0001 by subdividing euch issued und unissued shure
of the Compuny into ten subdivided shares (“Shure Subdivision”). Upon
approval ut the SGM, the Shure Subdivision would become effective on 3rd
January, 2005, and the Compuny’s issued und uuthorised shure capital would
increuse to 132,068,830 shures und 2,000,000,000,000 shures respectively.

In uddition, the Compuny proposed to ruise upproximutely HK$449.0 million
before expenses by issuing 660,344,150 rights shures ut u price of HK$0.68 per
rights share (assuming the Share Subdivision has become effective) ("Rights
Issue”), on the buasis of five rights shares for every subdivided shuare. The
estimuted net proceeds of the Rights Issue would be upproximutely HK$443.5
million. The net proceeds of the Rights Issue would be used for the acquisition
and the future development of the Compuny’s hew hotel project in Mucau
as well us the generul working cupital of the Group. Uponh completion of the
Rights Issue which wus expected to be on 21st Junuury, 2005, the Compuny’s
issued share capitul would be enlarged to 792,412,980 shares.

The Compuny had sent to its shareholders on 10th December, 2004 u circulur
(the “Circulur”) in relation to, inter dlia, the acqyuisition of 90% inferest in
Greut Assets Holdings Limited (*Acquisition”), the Rights Issue und the related
Whitewash Wdaiver (us defined in the Circular). The Circular contuined d
letter ("IFA Letter”) from Menlo Cuapitdl Limited und Grund Vinco Cuapitul
Limited, the joint independent finuncial advisers of the Compuny (the “Joint
IFA"), setting out their udvice in respect of (i) the Acquisition; (ii) the Rights
Issue; and (iii) the Whitewush Wuaiver. The Compuny had been informed by
the joint IFA thut their view aund advice contuined in the IFA Letter would not
chunye upon releuse of the interim results for the Period of the Compuny.
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CAPITAL STRUCTURE (Continued)

Post Balance Sheet Events (Continued)
Allotment aund Issue of Shares

Pursuunt to the Vessel Agreement, the Compuny would dllot and issue
104,409,000 hew subdivided shures ut u price of HKS1.27 per subdivided shure
to the Vessel vendor us the considerution for the ucqyuisition of the Vessel.
Such shures would hot be entitled to the proposed Rights Issue und their
issue price wus eqyuivulent to the theoreticul ex-rights price bused on the lust
closing price of the shares prior to the Vessel Agreement. After the dllotment
and issue of the hew subdivided shares, the Compuny’s issued share cupitdl
would be increused to 896,821,980 shures.

LIQUIDITY AND FINANCIAL RESOURCES

During the Period, the Group muinly funded its operutions und cupitul
expenditure through udvunces from d related compuny. In the meuntime,
the Group hud settled udvunces from unhother related compuny and d
minority shareholder of a subsidiury viu the acqyuisition of the remuining 10%

interest in u subsidiury.

As at 30th September, 2004, the Group hud current ussets of upproximutely
HKS$0.7 million und current liubilities of upproximutely HKS0.2 million. As u
result of the seftlement of the udvunces from unother reluted compuny und
g minority shareholder of u subsidiury, the Group’s debt to equity ratio
(expressed us u percentuye of totul liubilities over shareholders’ fund)
sighificantly dropped from 14% in the precediny financiul year to 4% us ut
the end of the Period.
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LIQUIDITY AND FINANCIAL RESOURCES (Continued)

As at the end of the Period, advances from the related compuny were
upproximutely HK$9.3 million, which were denominuted in Hony Kony dollars,
uhsecured, interest bearing at prevuiling market rates and had no fixed terms
of repuyment. Shortly after the Placement, the Group had utilised part of the

net proceeds to repuy the entire amount of the udvances.

Suve us disclosed ubove und the uccrued charges und other payadbles, the
Group hud no other externul borrowings us ut 30th September, 2004. Bunk
and cush held in hand by the Group ut the sume dute were upproximutely
HK$0.2 million, which were denominuted in Hony Kony dollars and Reminbi.

During the Period, the Group hud no sighificant exposure to foreigh exchunge

rate fluctuation.

With its existing loun facility, the Plucement and the proposed Rights Issue
(subject to the fulfillment of the conditions of the Rights Issue), the Directors
of the Compuny were of the opinion thut the Group hud sufficient working
cupitdl for its operation und its future development.

CAPITAL COMMITMENTS

As ut 30th September, 2004, the Group had cupitul commitments in aggregate
of upproximutely HK$51.6 million in respect of property development project
in Shanyhui, the PRC.
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NUMBER AND REMUNERATION OF EMPLOYEES

As disclosed under the heuding “"Yu Yuun, Shunghui, the PRC” ubove, the
Group hud entered into the JV Aygyreement to develop the property jointly
with a JV Partner. During the Period, the property development project in
Shanghdi hud been reuctivuted aund the Group commenced to recruit new
staff. As ut 30th September, 2004, two employees were signed up by the
Group. Total stuff costs, muinly representing Directors’ remunerution, for the
Period were upproximutely HK$0.5 million. The munugement would continue

to monitor the proyress of the project und recruit hew stuff when uppropriute.

The Compuny udopted u share option scheme onh 2nd September, 2002, the
purpose of which wus to provide incentives or rewards to participants. No

option hud been yrunted since its udoption.

PROSPECTS

The core business of the Group hud been property investment und
development. Followiny completion of the dcquisition of the property in
Macuau und the Vessel, the Group’s business focus would be extended to
include fourist und gyuming entertuinment businesses. The munugement
believed that the expunsion in the scope of the Group’s business would
brouden und enrich the income buse of the Group.
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