Emperor Entertainment Hotel Limited

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
For the six months ended 30th September, 2005

1.

BASIS OF PREPARATION

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
("HKICPA™) und with the upplicuble disclosure requirements of Appendix 16
to the Rules Goverhiny the Listing of Securities on The Stock Exchunye of
Hony Kony Limited (the “Listing Rules”).

PRINCIPAL ACCOUNTING POLICIES

The unuudited condehsed finunciul stutements have been prepured on the
historicul costs busis except for certuin properties und finunciul instruments,
which dare meusured ut fuir values or revulued umounts us uppropriute.,

The uccountiny policies udopted for prepurution of the unuudited condensed
financial stutements are consistent with those followed in the prepuration of
the Group’s unnuul finunciul stutements for the yeur ended 31st March, 2005
except us described below.

In the Period, the Group hus upplied, for the first time, u humber of new
Hony Konhy Finunciul Reporting Stundurds ("HKFRSs”), Hony Kony Accounting
Standurds (HKASs) und Interpretations (hereinufter collectively referred to us
“new HKFRSs") issued by the HKICPA thut ure effective for uccounting periods
beyinning on or ufter Tst Junuury, 2005. The upplicution of the new HKFRSs
hus resulted in u chunge in the presentution of the income stutement,
bulunce sheet und the stutement of chunyes in equity. In purticulur, the
presentation of minority interests hus been chunyed. The chunye in
presentation hus been upplied restrospectively. The adoption of the new
HKFRSs has resulted in chuhges to the Group’s uccounting policies in the
followinyg ureus thut huve effects on how the results for the current or prior
uccountiny periods ure prepured und presented:
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Emperor Entertainment Hotel Limited 2005/2006 Interim Report

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(Continued)
For the six months ended 30th September, 2005

2. PRINCIPAL ACCOUNTING POLICIES (Continued)
(a) Share-based Payments

In the Period, the Group hus upplied HKFRS 2 “Shure-bused Puyment”
which requires un expense to be recoynhised where the Group buys
yoods or obtuins services in exchunye for shures or rights over shures
(“eqyuity-settled frunsuctions”), or in exchunge for other ussets equivulent
in vulue to u given number of shures or rights over shures (“cush-settled
tfransuctions”). The principal impuct of HKFRS 2 on the Group is in relution
to the expensing of the fuir vaulue of directors’ shure options of the
Compuny determined ut the dute of yrunt of the shure options over
the vestinyg period. Prior fo the upplicution of HKFRS 2, the Group did
not recoynise the finunciul effect of these share options until they were
exercised.

During the Period, the Compuny ygrunted shure options fo certuin
directors of the Compuny for their services rendered in uccordunce
with the Compuny’s shure option scheme. The Group hus upplied HKFRS
2 to the shure options yrunted on or ufter 1st April, 2005. The effect of
the chunhye wus to increuse expenses of HK$3,964,000 und to yive rise
u share option reserve of the sume umount. In prior yeur, ho shure
options were ygrunted. Hence, no prior period udjustment hus been
reyuired.



2005/2006 Interim Report Emperor Entertainment Hotel Limited

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(Continued)
For the six months ended 30th September, 2005

2. PRINCIPAL ACCOUNTING POLICIES (Continued)

(b)

Financial Instruments

In the Period, the Group hus upplied HKAS 32 “Fihuncidl Instruments:
Disclosure und Presentution” und HKAS 39 “Finunciul Instruments:
Recoynition und Meusurement”. HKAS 32 requires retrospective
upplicution. HKAS 39, which is effective for uccounting periods beyinning
on or ufter 1st Junuury, 2005, generully does hot permit to recoynise,
derecoyhise or meusure finunciul ussets und liubilities on u retrospective
bausis. The principul effect resulting from the implementution of HKAS 32
und HKAS 39 is summurised below:

Financidl liubilities other thun debt und equity securities

From T1st April, 2005 ohwurds, the Group clussifies and meusures ifs
financial liubilities other thun debt und eqyuity securities (which were
previously outside the scope of Stutement of Stundurd Accounting
Practice 24) in uccordunce with the reqyuirements of HKAS 39. Under
HKAS 39, finuncidl liubilities ure yenerdlly clussified us “finuncial liubilities
at fuir vulue throuygh profit und loss” or “finunciul liubilities other thun
finunciul liubilities ut fuir value through profit and loss (other finunciul
liubilities)”. Other finunciul liubilities ure curried ut umortised cost using
effective interest method.
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Emperor Entertainment Hotel Limited

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(Continued)
For the six months ended 30th September, 2005

2.  PRINCIPAL ACCOUNTING POLICIES (Continued)

(b) Financial Instruments (Continued)

Prior to the upplicution of HKAS 39, interest-free louns from u reluted
compuny und minority shureholders of u subsidiury were stated ut the
nominul amount. HKAS 39 requires dll finunciul ussets und liubilities be
meusured ut fuir vulue on the initiul recoynition. Such louns ure
meusured ut umortised cost determined usiny the effective interest
method ut subseyuent bulunce sheet dutes. The chuhye in uccountiny
policy hus resulted in u reduction of the carrying umounts of umount
due to u reluted compuny und umounts due to minority shareholders
of u subsidiury us ut 1st April, 2005 by upproximutely HK$2,759,000 und
HK$27,581,000 respectively, und un increuse of minority interests us ut
1st April, 2005 by approximately HK$30,340,000. The effect of the change
onh the results of the Period wus to ihcreuse finunce costs by
approximately HK$8,880,000, out of which an amount of upproximately
HK$7.015,000 hud been cupitulised, due to the recoynition of imputed

interest expenses.

(c) Investment Properties

In the Period, the Group, for the first fime, applied HKAS 40 “Investment
Property”. The Group hus elected to use the fuir vulue model to uccount
for its investment properties which requires yuins or losses urising from
chunges in the fuir vulue of investment properties to be recoynised

directly in the profit or loss for the period in which they arise.



Emperor Entertainment Hotel Limited

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(Continued)
For the six months ended 30th September, 2005

2.  PRINCIPAL ACCOUNTING POLICIES (Contihued)
(c) Investment Properties (Continued)

As ut 1st April, 2005, the Group reclussified the lund use rights of u
property development project ut u cost of upproximately HK$162,354,000
from property under development to investment property. Due to the
upplicaution of HKAS 40, this investment property wus subject to
revuluution usinyg the fuir value model. The effect of the chunhye wus
that the resulting increuse in fuir value of the investment property us ut
1st April, 2005 umounting tfo dapproximutely HK$50,695,000 had been
recoynised directly to the uaccumuluted losses und the increuse in the
fair value of approximately HK$20,364,000 during the Period had been
directly recoghised in the income stutement.

(d) Deferred Taxes related to Investment Properties

With the effect of the upplicution of HKAS 40 us mentioned ubove, the
Group hus upplied HKAS Interpretution 21 “Income Tuxes — Recovery of
Revdlued Non-Depreciuble Assets” which removes the presumption that
the currying umount of investment property ure to be recovered through
sule. Therefore, the deferred tux conseyuences of the investment
property are now ussessed oh the busis thut reflect the tux
cohseyuences that would follow from the manner in which the Group
expects to recover the property ut euch bulunce sheet dute.

The impuct of the upplication of HKAS Interpretation 21 wus thut deferred
tuxation of upproximately HK$16,729,000 und HK$7,006,000, reluting to
the investment property, hud been directly recoynised in the
uccumuluted losses us ut 1st April, 2005 und the income stutement.
Accordingly, deferred tuxution liubilities were in ugyygreyute increused
by upproximately HK$23,735,000.



Emperor Entertainment Hotel Limited 2005/2006 Interim Report

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(Continued)
For the six months ended 30th September, 2005

3. SEGMENT INFORMATION

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

Hotel
and Property  Unallocated
Cruise-related  entertainment sales and corporate

activities 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 Sepember, 2005
TURNOVER 67,565 - - - 67,565
RESULTS

Segment results 21,448 (10,634) 20,007 (12,031) 18,790
Interest income 1,382
Finance costs (1,865)
Profit before tuxution 18,307
Tuxution 6,939)
Profit for the period 11,368



2005/2006 Interim Report Emperor Entertainment Hotel Limited

NOTES TO THE CONDENSED FINANCIAL STATEMENTS

(Continued)
For the six months ended 30th September, 2005

3. SEGMENT INFORMATION (Continued)

Property Unallocuted
sules und corporute
development items Total
(Unuudited) (Unuudited) (Unuudited)
HKS$’000 HKS$ 000 HKS$ 000
For the six months ended
30th September, 2004
TURNOVER - - -
RESULTS
Seyment results 17,211 (1,514) 15,697
Inferest income 356
Finance cost (4006)
Profit before tuxution 15,647
Taxution -
Profit for the period 15,647
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Emperor Entertainment Hotel Limited 2005/2006 Interim Report

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(Continued)
For the six months ended 30th September, 2005

4.

TAXATION

Six months ended
30th September, 30th September,

2005 2004
(Unaudited) (Unuudited)
HK$’000 HKS 000
The churgye comprises:
PRC enterprise income tux
— overprovision in prior yeurs 67 -
Deferred tuxution
- current period (7,006) -
(6,939) -

The PRC enferprise income tux is culculuted at the rutes prevuiling in the
PRC.

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



2005/2006 Interim Report Emperor Entertainment Hotel Limited

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(Continued)
For the six months ended 30th September, 2005

5.  PROFIT FOR THE PERIOD

Six months ended
30th September, 30th September,

2005 2004
(Unaudited) (Unuudited)
HK$°000 HK$°000
Profit for the period hus been
arrived ut ufter churging:
Depreciution of property, plant
und eyuipment 2,857 1
Loss on disposul of property,
plant und eyuipment 16 -
und ufter creditiny:
Interest income from:
— bunk und other deposits 1,382 1
— u minority shareholder of
a subsidiury - 355
Rentdl income (het of nil outyoinys) 356 17
Reversal of ullowunce for amount
due from u minority shureholder
of u subsidiury - 2,609
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Emperor Entertainment Hotel Limited 2005/2006 Interim Report

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(Continued)
For the six months ended 30th September, 2005

6. EARNINGS PER SHARE

The culculution of the busic und diluted eurninys per share uttributuble to
eyuity holders of the Compuny is bused on the followiny dutu:

Six months ended
30th September, 30th September,

2005 2004
(Unaudited) (Unuudited)
HK$°000 HKS 000
Edrnings:
Eurnings for the purposes of
busic und diluted eurninys
per shure (profit for the period
uttributuble to eyuity holders of
the Compuny) 18,665 15,653
As at
30th September, 30th September,
2005 2004
(Unaudited) (Unuudited)
(Restuted)

Number of shures:

Weighted uveruye number of ordinury

shures for the purpose of busic

edurnings per share (Nofe) 928,771,980 232,716,955
Effect of dilutive potentidl ordinary

shures:

Shure options 2,732,240

Weighted uveruye number of ordinury
shures for the purpose of diluted
eurhings per shure 931,504,220

Note: The weighted uveruge number of ordihury shares in 2004 hud been
udjusted for 1 to 10 shure subdivision und rights issue effective on 3rd
Junuary, 2005 und 21st Junuury, 2005, respectively.



2005/2006 Interim Report Emperor Entertainment Hotel Limited

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(Continued)
For the six months ended 30th September, 2005

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

As at Tst April, 2005, the Group reclussified the lund use rights of u property
development project in Shunghui at a cost of upproximutely HKS$162,354,000
from property under development to investment property. In uddition, the
currency reudlignment of ihvestment property und property under
development for the Period were upproximately HK$3,636,000 und
HK$2,903,000 respectively. The Group’s investment property were stated at
fair value by the directors of the Compuny us at 1st April, 2005 und
subseyuently revulued at the bulunce sheet dute. The resulting increuses in
fair vulue of the investment property during the Period were, in uyyreyute,
upproximutely HK$71,059,000.

Duriny the Period, the Group ucyuired u property in Mucau at u fuir value
of HK$645,000,000 through the ucquisition of u subsidiary. The Group dlso
trunsferred other ussets und deposits mude on ucyuisition of property, plunt
und eyuipment umounting to upproximutely HK$34,881,000 und HK$4,899,000
respectively to property, plunt und equipment.

In addition, the Group ucyuired property, plunt and equipment ut u cost of
approximately HK$209,905,000, cupitalised borrowing costs of approximately
HK$8,857,000 und disposed of property, plunt and equipment with aggregute
of net book vulue of upproximutely HK$16,000. The currency redlignment of
the property, plunt, equipment for the Period umounted to upproximautely
HK$2,000.
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Emperor Entertainment Hotel Limited 2005/2006 Interim Report

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(Continued)
For the six months ended 30th September, 2005

8. TRADE RECEIVABLES
The Group ullows un averuge credit period of 30 duys to its frude customers.
The unuudited uged unulysis of the Group’s trade receivubles ut the bulunce
sheet dute fulls within 0 - 30 duys.

9.  TRADE PAYABLES

The followiny is un uged uhulysis of the Group’s trude puyubles ut the
buluhce sheet dute:

As at
30th September, 31st Murch,
2005 2005
(Unaudited) (Audited)
HK$°000 HKS$ 000
0 - 30 duys 3,407 3,163
31 - 60 duys 839 466
61 - 90 duys 17 -
4,263 3,629
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2005/2006 Interim Report Emperor Entertainment Hotel Limited

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(Continued)

For the six months ended 30th September, 2005

10.

COMMITMENTS AND CONTINGENCY

(o)

(b)

Capital commitments

30th September, 31st Murch,
2005 2005
(Unaudited) (Audited)
HK$°000 HKS 000
Authorised but not contructed
for in respect of:
— property und hotel
development projects 138,714 431,984
- property, plunt und eqyuipment 56,118 124,549
Contructed for but not provided
in the finunciul stutements,
net of deposits puid,
in respect of:
— property und hotel
development projects 191,727 80,789
- property, plunt und
eyuipment 45,253 13,641
— ucyuisition of u subsidiury - 451,500
431,812 1,102,463

Contingent liability

At the bulunce sheet dute, the Group hud entered into cupitul
commitments of approximately HK$448,569,000 (At 31st March, 2005
(Audited): Nil) for u joint venture purther of u property development

project in the PRC.

PLEDGE OF ASSET
At the bulunce sheet dute, un usset of the Group with currying value of
HK$645,000,000 (At 31st March, 2005 (Audited): Nil) was pledged to a bunk
as security for u bunking facility granted to the Group.
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Emperor Entertainment Hotel Limited

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(Continued)
For the six months ended 30th September, 2005

12.

ACQUISITION OF A SUBSIDIARY

On 3rd Muy, 2005, the Group ucyuired the entire issued shure cupitul of
Pucific Strony Buse (Holdings) Compuny Limited, in which the Group indirectly
holds 45% interests, ut a totul consideration of upproximately HK$652,007,000.
This transauction hus been uccounted for using the purchuse method of

accountiny.

The net ussets ucqyuired in the frunsuction und the yoodwill urising dre us

follows:
Acquiree’s
carrying amount
before Fair value
combination adjustment Fair value
(Unaudited) (Unaudited) (Unaudited)
HK$°000 HKS$°000 HKS°000
Net ussets ucquired:
Property, plant und equipment 367,110 277.890 645,000
Deferred tuxution - (43,768) (43,768)
Shureholders’ louns (366.421) - (366,421)
689 234,122 234,811
Assignment of shareholders’ louns 366,421
Goodwill 50,775
Totul considerution 652,007
Sutisfied by:
Cush 455,250
Deposits mude on ucyuisition of
the subsidiary in prior yeur 196,757
652,007
Anulysis of outflow of cush und
cush eyuivulents in connection with
the ucquisition of the subsidiury:
Cush considerution 455,250




Emperor Entertainment Hotel Limited

NOTES TO THE CONDENSED FINANCIAL STATEMENTS
(Continued)
For the six months ended 30th September, 2005

12. ACQUISITION OF A SUBSIDIARY (Continued)

The subsidiury contributed ho turnover to the Group unhd u loss of
upproximutely HK$8,449,000 to the Group’s profit before tuxution between
the dute of ucquisition und the bulunce sheet dute.

Proformu Group’s revenue und results:

There is no sighificunt difference in the Group’s revenue und profit before
tuxution for the Period us disclosed ubove if the ucquisition hud been
completed on Tst April, 2005 us the compuny is in investment stuye.

13. RELATED PARTY TRANSACTIONS

Duriny the Period, the Group hud the followiny muteridl frunsuctions with
reluted purties:

Six months ended
30th September, 30th September,

2005 2004
(Unaudited) (Unuudited)
HK$°000 HKS$ 000
Fair value of share options yranted
to directors 3,964 -
Purchuse of furnitures from u reluted
compuny (hotes (a) und (c)) 886 -
Reimbursement of udministrutive
expenses to u reluted compuny
(hotes (u) und (b)) 5,385 -
Rentdl income from u reluted
compuny (hotes (u) und (c)) 66,030 -
Notes:

(a) Certuin directors und substantial shareholder of the Compuny have
beneficidl or deemed interests in the ubove reluted compunies.

(b) The fees were churgyed on u cost busis.
(c) The trunsuction wus curried out ufter neyotiutions between the Group

und the reluted compunies und onh busis of estimuted murket vulue/
rute us determined by the directors of the Compuny.
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