Emperor Entertainment Hotel Limited

MANAGEMENT DISCUSSION AND ANALYSIS

During the six months ended 30th September, 2005 (the “Period”), Emperor
Entertainment Hotel Limited (the *Compuny”) and its subsidiuries (collectively
referred to as the “Group”) repositioned itself as an entertainment platform.
The Group'’s recently-ucquired cruise vessel the “Golden Princess” contributed
to its earnings for the full six-month period, boosting its turnover to
upproximutely HK$67.6 million, compared with ho turnover contributed to
the Group in the previous period. Profit umounted to upproximutely HK$18.7
million, compured with upproximutely HK$15.7 million in the previous
correspohdiny period, due tfo un increuse in currying vulue of investment
property of upproximutely HK$20.4 million.

During the Period, the Group wus in full geur prepuaring for the launch of ifs
hotel in Mucuu, hamely the Grand Emperor Hotel, its flaugship project which
is expected to yenerute mujor revenue for the Group in the future. It has
dlso sturted the construction works of its property development project, u
shoppiny drcude und service upurtments complex, in Shunyhui.

OPERATION REVIEW
The Group’s development projects und vurious investment ure discussed us

follows:

Cruise-related activities

The Group received u turnover of upproximutely HKS$67.6 million und profit of
upproximately HKS$21.4 million, from its cruise-reluted operautions. This followed
its purchuse on 15th Februury, 2005 of the Golden Princess from the
Compuny’s substuntiul shareholder.

The turnover from this segment wus derived from rentul und operutions of
cruise-reluted uctivities. This segment constitutes u stable revenue streum

generuting cush-flow.
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Emperor Entertainment Hotel Limited

OPERATION REVIEW (Continued)

Hotel and entertainment operations

This segment was still in its development stuge und recorded u loss of
upproximutely HKS10.6 million during the Period.

In November 2004, the Group unnounhced to aucquire aun effective interest of
45% of u property in Mucuu which wus completed on 3rd May, 2005 und
would be renovuted into u hotel numed us Grund Emperor Hotel.

The hotel, in renovution stuge during the Period, is expected to commence
business in Junuury 2006.

Property sales and development

This seyment recorded u profit of upproximutely HK$20.0 million becuuse of
the rise in fuir value of its investment property in Shanghui, the People’s
Republic of China (the "PRC").

The property development project - to be developed into a retuil
development in Yu Yuan, Shanghdi - was in investment stfage during the
Period. The Group plunned to build on the 22,870 syuure meter site u
commerciual complex huamed Emperor Star City in 50:50 shure with a locul
purtner. The Group envisuyges to enjoy lucrative returns from the project, in
which it only contributed the lund, with construction beinyg undertuken by its
locul purther and potential murket risk covered by u put option. The muin
body of the project will be u six-storey shopping urcude, und the entire
project is expected to huve u yross ureu over 120,000 syuure metres. A
ground breuking ceremony wus held in June 2005. It is scheduled to complete
in 2008.
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CAPITAL STRUCTURE

There wus no chunyge in the cupitul structure of the Compuny during the
Period.

Post Balance Sheet Event

Cuauncellution of Share Premium

On 20th September, 2005, the bouard of directors (the “Bourd”) announced
that u cupitdl reorgunisution wus proposed by way of cuncellation of the
share premium ("Share Premium Cuncellution”). Pursuunt to the Shure
Premium Cuancellution, the entire umount stundiny fo the credit of the shure
premium account of the Compuny wus to be cuncelled, with part of the
credit urising therefrom beiny upplied to eliminute the accumuluted losses
of the Compuny us at 31st March, 2005 in the sum of dpproximately HK$711.6
million in full und the remuining bulunce of the credit in the umount of
upproximutely HK$543.4 million beiny credited to the contributed surplus
uccount of the Compuny. The Share Premium Cancellation wus upproved
by the shareholders of the Compuny in u speciul generul meeting held on
2nd November, 2005 und took effect on the sume dute.

USE OF PROCEEDS

At the end of the preceding financiul year, the unused proceeds arising from
the placing, the rights issue and the subscription of hew shares in prior year
umounted to upproximately HKS371.7 million. During the Period, the Compuny
fully utilised the proceeds, with HK$333.0 million beiny upplied to the hotel
development project in Maucuau und the remdaining baulunce of approximutely
HK$38.7 million for the Group’s yenerdl working cupital.
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LIQUIDITY AND FINANCIAL RESOURCES

During the Period, the Group Mmuinly fuhded its operutions und cupitul
expenditure through bank borrowiny, advunces from a related compuny
und minority shareholders of u subsidiary. As ut 30th September, 2005, the
bunk borrowing which wus denominuted in Hony Kony dollar, secured, interest
beuring und hud fixed repuyment term umounted to upproximutely HK$95.7
million. The advances from d related compuny and the minority shareholders
were upproximutely HKS47.8 million und HKS$477.5 million respectively, dll of
which were denominuted in Hony Kony dollurs, unsecured, hon-interest
bedring und hud no fixed repuyment term.

The Group’s current ussets and current liubilities us ut the end of the Period
were dpproximately HK$318.3 million aund HKS$47.9 million respectively. The
ygeuriny rutio of the Group (expressed us u percentuye of totul borrowinygs
over net usset vulue) increused from 19% in the precediny finunciul year to
55%, which wus muinly due to udditionul udvances from u reluted compuny
and minority shureholders of u subsidiary us well us the new baunk loun ruised
for the Period.

Suve us disclosed ubove und trude und other puyubles und uccrued churyes,
the Group had no other externul borrowinygs. Bunk bulunces und cush on
hund of the Group us ut 30th September, 2005 totuled upproximutely HK$300.7
million, which were muinly denominuted in Hony Kony dollurs und Mucuu
Pataca., With the borrowings und bank balances and cush on hand muinly
denominuted in Hohyg Konyg dollars and Macau Patacua, the Group
experienced no sighificunt exposure to foreign exchunye rate fluctuation for
the Period.

With its sufficient bunk bulunces und cush oh hund us well as its existing loun
fucility, the directors of the Compuny considered to have sufficient working
cupitul for the operutions und the future development of the Group.
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COMMITMENTS AND CONTINGENCY

As ut 30th September, 2005, the Group hud total commitments of
upproximutely HK$431.8 million, of which upproximutely HK$330.4 million wus
for property und hotel development projects in Shanghui und in Mucau und
upproximutely HK$101.4 million for purchuse of property, plunt und equipment.
The Group ulso had u contingent liubility of upproximately HK$448.6 million in
respect of cupitul commitments entered info by the Group for u joint venture
partner of the property development project in Shanghui.

PLEDGE OF ASSET
At the end of the Period, un usset with currying vulue of HK$645.0 million wus
pledged to u bunk as security for u bunking fucility yranted to the Group.

NUMBER AND REMUNERATION OF EMPLOYEES

With the new hotel project in Macuu in proyress und the Group diversifying
its business through the dcquisition of the Golden Princess, the Group
employed 616 stuff us ut 30th September, 2005 (2004: 2). Totul stuff costs,
including directors’ remunerution, for the Period were upproximately HK$22.4
million (2004: HKS$0.5 million). The munugement would continue to monitor
the progress of the projects und recruit new stuff when appropriate.

To provide incentives or rewurds to the stuff, the Compuny udopted u shure
option scheme on 2nd September, 2002. Duriny the Period, the Compuny
grunted shure options to certuin directors of the Compuny.
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PROSPECTS

The Group hud been in full geur to prepure for the launch of the Grund
Emperor Hotel in Macuu during the Period. The hotel comprises about 300
rooms, retuil outlets, restaurants, us well us six floors of enfertuinment facilities.
Aiming to provide premium uccommodution und entertainment services,
the Grand Emperor Hotel will commence business in Juanuary 2006.

To tuke udvuntuye of the booming commerciul property market in Chinu,
the Group reuctivuted its property project in Shanghuai. Locuted ut Yu Yuun,
Shanyhui, the project is udjucent to the hew M10 route of the Shunghui
Metro, which is beiny built to mutch the opening of Shanghui Expo in 2008.
The project includes u six-storey shopping urcude for generating lony-term
rentdl revenue. The Group hus settled the pluns with the locul government
und the Shunghui Metro to build un exit of the Yu Yuun station that leuds
info the shoppiny mull of the subject joint venture development. The project
is expected to be completed in 2008.

Medanwhile, the Group continues to explore potential business opportunities
worldwide.
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