Emperor International Holdings Limited

NOTES TO THE CONDENSED FINANCIAL STATEMENTS

BASIS OF PREPARATION

The condehsed conhsoliduted finunciul stutements have been prepured in
accordunce with the applicuble disclosure requirements of Appendix 16 to
the Rules Governiny the Listing of Securities (“Listing Rules”) on The Stock
Exchunye of Hohy Konhy Limited ("Stock Exchunye”) und Hohy Kony
Accounting Stundurd ("HKAS”) 34 “Interim Fihunciul Reporting” issued by the
Hony Kony Institute of Certified Public Accountunts ("HKICPA™).

PRINCIPAL ACCOUNTING POLICIES

The uccounting policies used in the prepurution of the interim financiul
stutements ure consistent with those used in the unnuul finunciul stutements
for the yeur ended 31st Murch, 2005 upurt from the udoption of the new
Hony Kony Finuncidl Reporting Stundurds ("HKFRSs”), Hony Kony Accounting
Standurds ("HKAS”) und Interpretutions (collectively the "HKFRSs"), issued by
HKICPA thut ure effective for uccounting periods beyinning on or ufter 1st
Junuary, 2005.

In connection with the udoption of the HKFRSs, the Group hus upplied certuin
new uccountinyg policies in uccordunce with the trunsitionul provisions us set
out in the relevunt HKFRSs. Where required, these hew HKFRSs huve been
applied retrospectively. In uddition, certuin compurutive figures huve been
reclussified to confirm with the current period presentation. The mujor chunges
to accountiny policies und the effects on the Group’s income stutement
und shureholders’ equity ure set out us follows:

(a) Investment Properties

In previous periods, investment properties were meusured ut open murket
vulues, with revuluution surplus or deficits credited or churyed to
property revaluation reserve unless the bulunce on this reserve wus
insufficient fo cover u revuluution decreuse, in which cuse the excess
of the revudluution decreuse over the buluhce onh the property
revuluution reserve wus churged to the income statement. Where u
decreuse hud previously been charged und revuluation subseyuently
drose, that increuse wus credited to the income stutement fo the extent
of the decreuse previously charyed.

In auccordunce with HKAS 40 - “Inhvestment Property”, the Group hus
elected to use the fuir vulue model to uccount for its investment
properties which required guins or losses udrising from chunyes in fair
vulue of investment properties to be recoynised directly in the income
stutement in the period in which they arise. Accordinyly, un upproximute
amount of HK$353.3 million hus been recoynised in the Period.
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b)

©

The Group hus upplied the relevunt transitionul provisions in HKAS 40
und elected to upply the staundard from 1st April, 2005 onwards. An
approximute amount of HK$254.6 million held in the property revaluation
reserve us ut 1st April, 2005 hus been trunsferred to the Group’s retuined
profits. No udjustment hus been made onh 2005 compurutive figures.

Deferred Tuxution Reluted to Investment Properties

In previous period, deferred tux conseyuences in respect of revulued
investment properties were ussessed on the busis of the tux conseyuence
that would follow from recovery of the currying umount of the properties
throuygh sule. Upon the udoption of HKAS Interpretution 21 “Income
Tuxes — Recovery of Revulued Non-Depreciuble Assets”, the deferred
taux conseyuences of the investment properties ure ussessed on the
busis thut reflect the tux consequences thut would follow from the
maunner in which the Group expects to recover the property ut euch
bulunce sheet dute.

In the ubsence of uny specific frunsitionul provisions in HKAS
Interpretution 21, this chunye in uccounting policy hus been upplied
retrospectively. As u result, the Group’s shureholders’ equity us ut 31st
Muarch, 2005 hus been decreused by upproximutely HK$24.9 million,
which represents the net increuse in deferred tuxution liubilities. The
deferred tuxution directly churged to the income statement for the six
months ended 30th September, 2005 hus been increused by
approximately HK$62.3 million (2004: HK$25.9 million).

Negutive Goodwill

In previous periods, heyutive goodwill urising on ucyuisitions prior to Tst
Junuury, 2005 wus cupitdlised und wus presented us u deduction from
ussets und releused to the consoliduted income stutement bused on
un unulysis of the circumstunce from which the bulunce resulted.

The Group hus upplied HKFRS 3 — “"Business Combinutions” prospectively
from 1st Junuury, 2005. Neygutive goodwill urising from ucquisitions on or
ufter 1st Junuary, 2005 is credited to the consoliduted income stutement.
In uccordunce with the transitional provisions of HKFRS 3, the currying
umount of heygutive goodwill that arose from dacquisitions prior to Tst
Januury, 2005 should be derecoynised with u correspondiny increuse
in retuined profits us at 1st April, 2005. Accordinygly, neygutive goodwill
of upproximately HK$12.1 million wus derecoyghised.
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(d) Shure-bused Payment

(e)

®

The Group hus yrunted shure options to certuin employees for their
services rendered to subscribe for shures of the Compuny in uccordunce
with the Compuny’s shure option scheme. Prior to the upplication of
HKFRS 2 “Shure-bused Puyment”, the Group did hot recoyhise the
financial effect of the shure options until they were exercised.

In the current period, the Group hus upplied HKFRS 2 which requires un
expense to be recoyhised where the Group buys yoods or obtuins
services in exchanyge for shares or rights over shares (“equity-settled
tfransuctions”). The principul impuct of HKFRS 2 on the Group is in relution
to the expehnsing of the fuir vulue of shure options of the Compuny
determined ut the dute of yrunt of the shure options over the vestinyg
period.

The Group hus upplied HKFRS 2 to shure options grunted on or ufter 1st
April, 2005. This chunyge hus no effect on the Group’s shureholders’
equity. The effect of this chunge on the income statement for the period
ended 30th September, 2005 is to increuse the expenses of upproximutely
HKS$4.7 million (2004: Nil).

Hotel Property

In previous periods, ho depreciution wus provided on the building
element of the hotel property on the busis thut it wus muinftuined in u
continuous stute of sound repuir such that, given the estimuted life of
the hotel property und its residuul vulue, uny depreciution wus
immaterial.

With effect from 1st April, 2005, on udoption of HKAS Intrepretation 21,
the Group’s building element of the hotel property is umortised over its
useful life on u struight-line busis und is stuted ut cost less uccumulated
depreciution und impuirment. These new uccounting policies huve been
upplied retrospectively. The shareholders’ eqyuity us at 31st March, 2005
were restuted und decreused by upproximutely HK$38.9 million. The
chunye hus increused depreciution churge to the consoliduted income
stutement for the six months ended 30th September, 2005 by HKS$2.4
million (2004: HK$2.4 million).

Financial assets and liubilities

The udoption of HKAS 32 “Finhuanciul Instruments: Disclosure und
Presentution” und HKAS 39 “Finunciul Instruments: Recoynition und
Measurement” hus resulted in u chunge in the uccounting policy relating
to the clussificution of finunciul ussets und liubilities and their
medusurements.

From 1st April, 2005, the Group clussified and meusured its financiul
ussets und liubilities in uccordunce with the relevunt provisions of HKAS
39. As the finunciul effect is immuteriul, ho udjustment hus been mude
to the currying umounts of ussets und liubilities und the Group’s retuined
profits us ut 1st April, 2005 und profit for the Period.
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3. SEGMENT INFORMATION

For munugement purpose, the Group is currently orgunised into eight
operuting divisions, humely, leuse of properties, sules of properties, printiny
und publishiny, securities brokerugye und cohsultuncy, wholesuling und
retuiling of furniture, hotel und restaurunt operutions, und sules of murine
products. These divisions ure the busis on which the Group reports its primary
seyment information.

Segment revenue Segment results
Six months ended Six months ended
30th September, 30th September,
2005 2004 2005 2004
(unaudited) (unaudited) (unaudited) (unuudited
und restuted)
HK$°000 HKS 000 HK$000 HKS*000
Business segments
Continuing operutions:
Leuse of properties 62,581 44,232 511,615 186,594
Sules of properties 247 273 (390) 1,831
Securities brokeruge und consultuncy 63,002 55,798 43,415 35513
Hotel operation 28,644 23225 501 (4,023)
Others 337 369 153 (249)
154,811 123,897 555,294 219,166
Discontinued operations:
Printing und publishing 231,765 213,037 4,169 5,208
Wholesuling und retuiling of furniture 76,572 59,608 1,092 (2.945)
Restaurant 11,776 12,725 (151) (643)
Sules of murine products 22,009 8,608 819 (245)
342,122 294,038 5,929 1,875
496,933 417,935 561,223 220,541
Interest income 487 572
Corporute yeneral und
administrative expenses (20,247) (22,863)
Finunce costs (29,023) (6.329)
Shure of ussociutes' resulfs ufter tuxution 6,816 5,455
Tuxation (68,541) (31,610)

Profit ufter tuxation 450,715 165,766
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DISCONTINUED OPERATIONS

The Group entered info uyreement to dispose of wholesuling and retuiling of
furniture, printing und publishing und restuurant und hud discontinued sules
of marine products businesses. Their operuting results ure us follows:

Six months ended
30th September,

2005 2004

(unaudited) (unuudited)

HK$°000 HKS$’000

Turhover 342,122 294,038
Expenses (336,193) (292,663)
Operuting results 5,929 1,375
Interest income 53 7
Finunce costs (956) (662)
Taxution - -
Profit ufter tuxution 5,026 720

PROFIT FROM OPERATIONS

Profit from operautions for the Period hus been urrived ut uftfer churging
depreciution of upproximately HK$27,827,000 (2004: HK$27,751,000) in respect
of the Group’s property, plunt und eyuipment und creditiny dividend income
from listed securities of upproximutely HK$68,000 (2004: HK$24,000).

TAXATION
Six months ended
30th September,

2005 2004
(unaudited) (unuudited
und restuted)
HK$°000 HKS$ 000
The churgye comprises:

Hony Kony Profits Tux uttributuble to
the Group (4,185) (3.321)
Deferred tuxution (64,356) (28,289)
(68,541) (31,610)

Hony Kony Profits Tux is culculuted ut 17.5% of the estimuted ussessuble
profit for both periods.
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7.

EARNINGS PER SHARE

The culculution of busic und diluted
edrnings per shure is bused on
the following dutu:

Profit uttributuble to shareholders
for the purpose of culculating busic
and diluted earnings per shure

Six months ended
30th September,

2005

(unaudited)

HK$°000

446,635

2004
(unhaudited

und restuted)

HKS$'000

166,342

Number of ordihury shures ufter udjusting
for the effect of the 1 to 10 shure
subdivision effective on 4th Junuuary, 2005
for the purpose of culculating busic

Number of shares

eurnings per share 1,122,678,181 863,293,520
Effect of dilutive potentiul ordinary shares

from shure options 5,573,770 N/A
Weighted uveruge number of

ordinury shures for the purpose of

culculuting diluted eurninys

per share 1,128,251,951 863,293,520

INTERIM DIVIDEND

The Directors declured the puyment of un interim dividend of HK$0.05 per
share for the Period (2004: HK$0.033 per shure udjusted for the effect of the 1
to 10 share subdivision), aumounting to approximately HK$56.1 million (2004:

HK$28.5 million).

ADDITIONS TO INVESTMENT PROPERTIES AND PROPERTY, PLANT AND EQUIPMENT

During the Period, the Group ucquired investment properties and property,
plunt and equipment umounting to upproximately HK$269,115,000 und
HK$9.,987,000 (2004: HK$650,600,600 und HK$8,299,000) respectively.
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10.

11.

DEBTORS, DEPOSITS AND PREPAYMENTS

In generul, the Group yrunts credit periods ranyinyg from 180 duys to 365
duys to its customers of its securities brokerage business. However, ho uge
anulysis is disclosed in respect of certuin louns to clients of the securities
brokeruge business us in the opinion of the directors, the uge unulysis does
not ygive relevunt information in view of the nature of the louns.

The figures us ut 31st March, 2005 includes debtors of the tradiny business
und printing und publishing business to which credit periods runging from 30
duys to 180 duys were yrunted.

The followiny is un uye unulysis of tfrude debtors us ut the bulunce sheet
dute:

30th September, 31st Murch,
2005 2005
(unaudited) (uudited
and restated)
HK$’000 HKS$ 000
0 - 30 duys 43,785 65,364
31 - 90 duys 432 22,124
91 - 180 duys 87,101 12,070
Over 180 duys 33,024 92,022
164,342 191,580

Other receivubles, deposits
and prepuyments 133,578 126,905
297,920 318,485

CREDITORS, CUSTOMER DEPOSITS AND ACCRUED CHARGES

The followiny is un uye unulysis of frade creditors us ut the bulunce sheet

dute:
30th September, 31st Murch,
2005 2005
(unaudited) (uudited)
HK$’000 HKS$’000
0 - 90 duys 110,140 162,167
91 - 180 duys 1 3,385
Over 180 duys 2,816 5,907
112,957 171,459
Ofther puyubles, deposits und uccruuls 92,391 165,366
205,348 326.825
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12. CONTINGENCIES AND COMMITMENTS

Contingent liability

30th September, 2005 31st March, 2005
(unaudited) (uudited)
Guarantees Amount Guuruntees Amount
given utilised given utilised
HK$°000 HK$°000 HK$°000 HK$°000
Guuruntees yiven fo u
bunk in respect of
mortyuye louns yrunted
to the purchusers
of properties 3,451 3,451 4,244 4,244
Capital commitments
30th September, 31st Murch,
2005 2005
(unaudited) (uudited)
HK$°000 HKS 000

Authorised but hot contructed
for in respect of:
— property investment und
development projects 434,155 432,959

Contructed for but hot provided in
the finuncial stutements,
net of deposits puid, in respect of:

- investment properties 161,888 180,200

— property investment und
development projects 30,401 28,757
626,444 641,916
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13.

RELATED PARTY TRANSACTIONS

During the Period, the Group hud the followinyg significant transactions with
reluted purties:

Six months ended
30th September,”

2005 2004
(unaudited) (unuudited)
HK$°000 HKS 000

Advertising income received from un

ussociute und reluted compunies

(hote ii) 1,022 767
Muhuyement fees received from

un ussociute und reluted compunies

(hote i) 1,369 780
Rentdl received from reluted
compunies (hote ii) 4,279 4,003

Professionul und service fees received
from un ussociute und reluted

compunies (hote ii) 1,390 1,158
Sule of furniture to un ussociute (hote i) 886 -
Interest puid to u shareholder (hote iii) 3,113 166
Fuir value of shure options yrunted

to directors 4,655 -
Advertising expenses puid to reluted

compunies (hote ii) - 544
Notes:

(i) A director und u substuntiul shureholder of the Compuny huve beneficidl
interests in the reluted compunies.

(i) These trunsuctions were curried out ufter heyotiutions between the
Group und the reluted purties und on the busis of estimuted murket
vulue us determined by the Directors of the Compuny.

(iii)  The interest is culculuted by reference to the principul outstundinyg und
at the prevdiling muarket interest rates.
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