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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.
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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.
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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.
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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).
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