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Independent Review Report

TO THE BOARD OF DIRECTORS OF MELCO INTERNATIONAL
DEVELOPMENT LIMITED
(incorporated in Hong Kong with limited liability)

We have been instructed by the Company to review the interim financial
report set out on pages 12 to 35.

Respective responsibilities of directors and
auditors

The Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited require the preparation of an interim financial report to
be in compliance with the Hong Kong Accounting Standard No. 34 “Interim
Financial Reporting” issued by the Hong Kong Institute of Certified Public
Accountants and the relevant provisions thereof. The interim financial report
is the responsibility of, and has been approved by, the directors.

It is our responsibility to form an independent conclusion, based on our
review, on the interim financial report and to report our conclusion solely to
you, as a body, in accordance with our agreed terms of engagement, and for
no other purpose. We do not assume responsibility towards or accept liability
to any other person for the contents of this report.

Review work performed

We conducted our review in accordance with the Statement of Auditing
Standards No. 700 “Engagements to Review Interim Financial Reports” issued
by the Hong Kong Institute of Certified Public Accountants. A review consists
principally of making enquiries of the Company’s management and applying
analytical procedures to the interim financial report and, based thereon,
assessing whether the accounting policies and presentation have been
consistently applied unless otherwise disclosed. A review excludes audit
procedures such as tests of controls and verification of assets, liabilities and
transactions. It is substantially less in scope than an audit and therefore
provides a lower level of assurance than an audit. Accordingly we do not
express an audit opinion on the interim financial report.

Review conclusion

On the basis of our review which does not constitute an audit, we are not
aware of any material modifications that should be made to the interim
financial report for the six months ended 30th June 2005.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong, 12th September 2005
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Condensed Consolidated Income
Statement
FOR THE SIX MONTHS ENDED 30TH JUNE 2005

Six months ended
30th June

2005 2004
Notes HK$’000 HK$’000

(unaudited) (unaudited)
(restated)

Turnover 4 250,727 210,865
Other revenues 10,358 4,638
Cost of inventories sold (71,719) (86,312)
Staff cost (61,870) (50,108)
Depreciation of property,

plant and equipment (12,859) (5,943)
Amortisation of intangible assets (253) (253)
Commission expenses (18,561) (27,161)
Gain on disposal of investment

properties – 57,176
Gain on deemed disposal of partial

interest in subsidiaries 5 514,431 –
Increase in fair value of investment

properties 8,000 –
Employee benefits expense (3,438) (1,715)
Other operating expenses (64,071) (36,676)
Finance costs (5,235) (1,235)
Share of profit of jointly controlled

entities 2,200 –

Profit before taxation 6 547,710 63,276
Taxation (charge) credit 7 (4,486) 814

Net profit for the period 543,224 64,090

Attributable to:
Equity holders of the Company 534,161 61,401
Minority interests 9,063 2,689

543,224 64,090

Dividend paid 8 4,910 –

Earnings per share 9
Basic HK54.66 cents HK12.69 cents

Diluted HK51.94 cents HK12.31 cents
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Condensed Consolidated Balance Sheet
AT 30TH JUNE 2005

30th June 31st December

2005 2004

Notes HK$’000 HK$’000

(unaudited) (restated)

Non-current assets

Investment properties 10 85,000 77,000

Property, plant and equipment 10 247,451 127,174

Interest in a property project 11 400,000 –

Interests in jointly controlled entities 2,200 100,000

Goodwill 245,366 389,937

Trading rights 2,533 2,786

Investment securities – 27,754

Available-for-sale investments 24,637 –

Pledged bank deposits 12 267 177

Long term deposits 3,243 14,780

Other non-current assets 547 547

1,011,244 740,155

Current assets

Other investments – 40,641

Investments held for trading 36,713 –

Inventories 2,758 3,768

Trade receivables 13 443,844 337,014

Prepayments, deposits and other

receivables 33,107 40,919

Amount due from a jointly controlled

entity – 25,145

Amount due from an associate 2,000 –

Amounts due from related companies 14 1,200 1,119

Certificate of deposit – 1,100

Bank balances and cash 2,850,868 394,966

3,370,490 844,672
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30th June 31st December

2005 2004

Notes HK$’000 HK$’000

(unaudited) (restated)

Current liabilities

Trade payables 15 100,672 60,462

Other payables 37,298 35,153

Amount due to a related company 1,121 –

Taxation payable 3,202 1,888

Bank borrowings

– due within one year 50,058 15,000

Convertible notes

– due within one year 16 – 22,500

Finance lease payables 541 817

Shareholder’s loan 19(c)(vii) 23,617 –

216,509 135,820

Net current assets 3,153,981 708,852

Total assets less

current liabilities 4,165,225 1,449,007

Non-current liabilities

Shareholder’s loan 19(c)(vii) – 23,158

Deferred tax liabilities 56,341 6,942

Convertible notes

– due after one year 16 150,468 118,126

206,809 148,226

3,958,416 1,300,781

Capital and reserves

Share capital 17 561,219 463,244

Reserves 2,591,604 761,921

Equity attributable to equity holders

of the Company 3,152,823 1,225,165

Minority interests 805,593 75,616

3,958,416 1,300,781
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Condensed Consolidated Statement of
Changes in Equity
FOR THE SIX MONTHS ENDED 30TH JUNE 2005

Attributable to the equity holders of the Company

(Accumu-

Investment lated

property Other Share losses)

Share Share Capital revaluation revaluation Legal options retained Minority

capital premium reserve reserve reserve reserve reserve profit Total interests Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)

At 1st January 2004

as originally stated 221,997 49,677 357,785 82,948 – – – (251,685) 460,722 62,952 523,674

Effects of changes in

accounting policies

(Note 2A) – – – – – – – (4,686) (4,686) – (4,686)

As restated 221,997 49,677 357,785 82,948 – – – (256,371) 456,036 62,952 518,988

Profit for the period – – – – – – – 61,401 61,401 2,689 64,090

Total recognised

income for the

period – – – – – – – 61,401 61,401 2,689 64,090

Exercise of share

options 1,891 8 – – – – – – 1,899 – 1,899

Shares issued at

premium 153,478 211,033 – – – – – – 364,511 – 364,511

Share issuance

expenses – (60) – – – – – – (60) – (60)

Reserve realised

upon disposal of

investment

properties – – – (56,176) – – – – (56,176) – (56,176)

Increase in minority

interest resulting

from acquisition of

subsidiaries – – – – – – – – – 9,405 9,405

Recognition of equity

settled share based

payments – – – – – – 1,715 – 1,715 – 1,715

At 30th June 2004 377,366 260,658 357,785 26,772 – – 1,715 (194,970) 829,326 75,046 904,372

Loss for the period – – – – – – – (1,679) (1,679) 1,797 118

Total recognised

income for the

period – – – – – – – (1,679) (1,679) 1,797 118
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Attributable to the equity holders of the Company

(Accumu-

Investment lated

property Other Share losses)

Share Share Capital revaluation revaluation Legal options retained Minority

capital premium reserve reserve reserve reserve reserve profit Total interests Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)

Exercise of share

options 9,978 5,058 – – – – – – 15,036 – 15,036

Shares issued at

premium 75,900 318,780 – – – – – – 394,680 – 394,680

Share issue expenses – (16,516) – – – – – – (16,516) – (16,516)

Transfer – – – – – 254 – (254) – – –

Recognition of

equity-settled share

based payment – – – – – – 3,720 – 3,720 – 3,720

Recognition of equity

component of

convertible notes – – 4,374 – – – – – 4,374 – 4,374

Decrease in minority

interest resulting

from acquisition of

additional interest

in subsidiaries – – – – – – – – – (1,227) (1,227)

Dividend paid – – (3,776) – – – – – (3,776) – (3,776)

At 31st December

2004 463,244 567,980 358,383 26,772 – 254 5,435 (196,903) 1,225,165 75,616 1,300,781

Effects of changes in

accounting policies

(Note 2A) – – – (26,772) – – – 26,772 – – –

As restated 463,244 567,980 358,383 – – 254 5,435 (170,131) 1,225,165 75,616 1,300,781

Profit for the period – – – – – – – 534,161 534,161 9,063 543,224

Total recognised

income for the

period – – – – – – – 534,161 534,161 9,063 543,224
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Attributable to the equity holders of the Company

(Accumu-

Investment lated

property Other Share losses)

Share Share Capital revaluation revaluation Legal options retained Minority

capital premium reserve reserve reserve reserve reserve profit Total interests Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)

Exercise of share

options 8,410 9,866 – – – – – – 18,276 – 18,276

Shares issued at

premium 70,000 1,207,500 – – – – – – 1,277,500 – 1,277,500

Share issuance

expenses – (38,335) – – – – – – (38,335) – (38,335)

Shares conversion

on convertible notes 19,565 25,435 – – – – – – 45,000 – 45,000

Increase in minority

interests on deemed

disposal of partial

interest in

subsidiaries – – – – – – – – – 615,028 615,028

Recognition of

equity-settled share

based payments – – – – – – 3,439 – 3,439 – 3,439

Recognition of equity

component of

convertible notes – – 16,050 – – – – – 16,050 – 16,050

Increase in minority

interest and other

revaluation reserve

resulting from

acquisition of

subsidiaries – – – – 76,477 – – – 76,477 105,886 182,363

Realisation of other

revaluation reserve

upon deemed

disposal of partial

interest in

subsidiaries – – – – (30,591) – – 30,591 – – –

Dividend paid – – (4,910) – – – – – (4,910) – (4,910)

At 30th June 2005 561,219 1,772,446 369,523 – 45,886 254 8,874 394,621 3,152,823 805,593 3,958,416
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Condensed Consolidated Cash Flow
Statement
FOR THE SIX MONTHS ENDED 30TH JUNE 2005

Six months ended
30th June

2005 2004

HK$’000 HK$’000

(unaudited) (unaudited)

Net cash used in operating activities (12,324) (125,699)

Net cash from investing activities:

Proceeds from disposal of property, plant

and equipment 550 2,186

Proceeds from disposal of investment

properties – 83,000

Proceeds from disposal of partial interest

in subsidiaries 1,271,400 –

Other investing cash flows (92,126) (5,286)

1,179,824 79,900

Net cash from financing activities:

Proceeds on issue of shares 1,277,500 1,891

Other finance cash flows 10,902 66,951

1,288,402 68,842

Net increase in cash and cash equivalents 2,455,902 23,043

Cash and cash equivalents at beginning

of the period 394,966 142,771

Cash and cash equivalents at

end of the period,

represented by bank balance and cash 2,850,868 165,814
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Notes to the Condensed Financial
Statements
FOR THE SIX MONTHS ENDED 30TH JUNE 2005

1. BASIS OF PREPARATION

The condensed financial statements have been prepared in accordance with the
applicable disclosure requirements of Appendix 16 to the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited and with the Hong Kong
Accounting Standard 34 “Interim Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA”).

2. SIGNIFICANT ACCOUNTING POLICIES

The condensed financial statements have been prepared under the historical cost
convention, as modified for the revaluation of certain investment properties and
financial instruments, which are measured at fair value or revalued amounts, as
appropriate.

The accounting policies adopted are consistent with those followed in the preparation
of the Group’s annual financial statements for the year ended 31st December 2004
except as described below.

In the current period, the Group has applied, for the first time, a number of new Hong
Kong Financial Reporting Standards (“HKFRSs”), Hong Kong Accounting Standards
(HKASs) and Interpretations (hereinafter collectively referred to as “new HKFRSs”)
issued by the HKICPA that are effective for accounting periods beginning on or after
1st January 2005. The application of the new HKFRSs has resulted in a change in
the presentation of the income statement, balance sheet and the statement of changes
in equity. In particular, the presentation of minority interests and share of tax of
associates/jointly controlled entities have been changed. The changes in presentation
have been applied retrospectively. The adoption of the new HKFRSs has resulted in
changes to the Group’s accounting policies in the following areas that have an effect
on how the results for the current or prior accounting periods are prepared and
presented.

Share-based Payments

In the current period, the Group has applied HKFRS 2 Share-based Payment which
requires an expense to be recognised where the Group buys goods or obtains services
in exchange for shares or rights over shares (“equity-settled transactions”), or in
exchange for other assets equivalent in value to a given number of shares or rights
over shares (“cash-settled transactions”). The principal impact of HKFRS 2 on the
Group is in relation to the expensing of the fair value of directors’ and employees’
share options of the Company determined at the date of grant of the share options
over the vesting period. Prior to the application of HKFRS 2, the Group did not
recognise the financial effect of these share options until they were exercised. The
Group has applied HKFRS 2 to share options granted on or after 1st January 2005.
In relation to share options granted before 1st January 2005, the Group has not
applied HKFRS 2 to share options granted on or before 7th November 2002 and
share options that were granted after 7th November 2002 and had vested before 1st
January 2005 in accordance with the relevant transitional provisions. However, the
Group is still required to apply HKFRS 2 retrospectively to share options that were
granted after 7th November 2002 and had not yet vested on 1st January 2005 (see
Note 2A for the financial impact).
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Financial Instruments

In the current period, the Group has applied HKAS 32 Financial Instruments: Disclosure

and Presentation and HKAS 39 Financial Instruments: Recognition and Measurement.

HKAS 32 requires retrospective application. HKAS 39, which is effective for annual

periods beginning on or after 1st January 2005, generally does not permit to recognise,

derecognise or measure financial assets and liabilities on a retrospective basis. The

principal effects resulting from the implementation of HKAS 32 and HKAS 39 are

summarised below:

Convertible notes

HKAS 32 requires an issuer of a compound financial instrument (that contains both

financial liability and equity components) to separate the compound financial instrument

into its liability and equity components on its initial recognition and to account for

these components separately. In subsequent periods, the liability component is carried

at amortised cost using the effective interest method. The principle impact of HKAS

32 on the Group is in relation to convertible loan notes issued by the Company that

contain both liability and equity components. Previously, convertible loan notes were

classified as liabilities on the balance sheet. Because HKAS 32 requires retrospective

application, comparative figures have been restated (see Note 2A for the financial

impact).

Classification and measurement of financial assets and financial liabilities

The Group has applied the relevant transitional provisions in HKAS 39 with respect

to classification and measurement of financial assets and financial liabilities that are

within the scope of HKAS 39.

By 31st December 2004, the Group classified and measured its debt and equity

securities in accordance with the benchmark treatment of Statement of Standard

Accounting Practice 24 (“SSAP 24”). Under SSAP 24, investments in debt or equity

securities are classified as “investment securities”, “other investments” or “held-to-

maturity investments” as appropriate. “Investment securities” are carried at cost less

impairment losses (if any) while “other investments” are measured at fair value, with

unrealised gains or losses included in the profit or loss. Held-to-maturity investments

are carried at amortised cost less impairment losses (if any). From 1st January 2005

onwards, the Group classifies and measures its debt and equity securities in

accordance with HKAS 39. Under HKAS 39, financial assets are classified as “financial

assets at fair value through profit or loss”, “available-for-sale financial assets”, “loans

and receivables”, or “held-to-maturity financial assets”. The classification depends on

the purpose for which the assets are acquired. “Financial assets at fair value through

profit or loss” and “available-for-sale financial assets” are carried at fair value, with

changes in fair values recognised in profit or loss and equity, respectively. Investments

in equity instruments that do not have a quoted market price in an active market and

whose fair value cannot be reliably measured and derivatives that are linked to and

must be settled by delivery of such unquoted equity instruments, which shall be

measured at cost. “Loans and receivables” and “held-to-maturity financial assets” are

measured at amortised cost using the effective interest method.

On 1st January 2005, the Group classified and measured its debt and equity securities

in accordance with the requirements of HKAS 39.
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Financial assets and financial liabilities other than debt and equity securities

From 1st January 2005 onwards, the Group classifies and measures its financial

assets and financial liabilities other than debt and equity securities (which were

previously outside the scope of SSAP 24) in accordance with the requirements of

HKAS 39. As mentioned above, financial assets under HKAS 39 are classified as

“financial assets at fair value through profit or loss”, “available-for-sale financial

assets”, “loans and receivables” or “held-to-maturity financial assets”. Financial

liabilities are generally classified as “financial liabilities at fair value through profit or

loss” or “financial liabilities other than financial liabilities at fair value through profit

or loss (other financial liabilities)”. “Other financial liabilities” are carried at amortised

cost using the effective interest method.

Investment Properties

In the current period, the Group has, for the first time, applied HKAS 40 Investment

Property. The Group has elected to use the fair value model to account for its

investment properties which requires gains or losses arising from changes in the fair

value of investment properties to be recognised directly in the profit or loss for the

period in which they arise. In previous periods, investment properties under the

predecessor standard were measured at open market values, with revaluation surplus

or deficits credited or charged to investment property revaluation reserve unless the

balance on this reserve was insufficient to cover a revaluation decrease, in which

case the excess of the revaluation decrease over the balance on the investment

property revaluation reserve was charged to the income statement. Where a decrease

had previously been charged to the income statement and revaluation subsequently

arose, that increase was credited to the income statement to the extent of the decrease

previously charged. The Group has applied the relevant transitional provisions in

HKAS 40 and elected to apply HKAS 40 from 1st January 2005 onwards. The amount

held in investment property revaluation reserve at 1st January 2005 has been

transferred to the Group’s accumulated losses (see Note 2A for the financial impact).

Deferred Taxes related to Investment Properties

In previous periods, deferred tax consequences in respect of revalued investment

properties were assessed on the basis of the tax consequence that would follow from

recovery of the carrying amount of the properties through sale in accordance with the

predecessor Interpretation. In the current period, the Group has applied HKAS

Interpretation 21 Income Taxes – Recovery of Revalued Non-Depreciable Assets

which removes the presumption that the carrying amount of investment properties

are to be recovered through sale. Therefore, the deferred tax consequences of the

investment properties are now assessed on the basis that reflect the tax consequences

that would follow from the manner in which the Group expects to recover the property

at each balance sheet date. In the absence of any specific transitional provisions in

HKAS Interpretation 21, this change in accounting policy has been applied

retrospectively. Comparative figures have been restated (see Note 2A for the financial

impact).



22

At the date of authorization of these financial statements, the following new HKFRSs

and Interpretations were in issue but not yet effective:

HKFRS 6 Exploration for and evaluation of mineral resources

HKFRS – INT 4 Determining whether an arrangement contains a lease

HKFRS – INT 5 Right to interests arising from decommissioning,

restoration and environmental rehabilitation funds

Amendment to HKAS 19 Actuarial gains and losses, group plans and

disclosures

Amendment to HKFRS 39 Transitional initial recognition of financial assets and

financial liabilities

Amendment to HKFRS 39 The fair value option

The Group is not yet in a position to determine whether these standards and

interpretations would have a significant impact on how the results of operations and

financial position are prepared and presented. These standards and interpretations

may result in changes in the future as to how the results and financial position are

prepared and presented.

2A. SUMMARY OF THE EFFECTS OF THE CHANGES IN ACCOUNTING POLICIES

The effects of the changes in the accounting policies described above on the results
for the current and prior period are as follows:

Six months ended
30th June

2005 2004
HK$’000 HK$’000

(unaudited) (unaudited)

Expenses in relation to share options granted (3,439) (1,715)
Increase in interest on the liability component of

convertible notes (301) –
Increase in fair value of investment properties 8,000 –
Deferred tax arise from increase in fair value of

investment properties (1,400) –

Increase (decrease) in profit for the period 2,860 (1,715)
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The cumulative effects of the application of the new HKFRSs as at 31st December
2004 and 1st January 2005 are summarised below:

As at
31st December As at As at

2004 31st December 1st January
(originally 2004 2005

stated) Adjustment (restated) Adjustment (restated)
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Balance sheet items
Investment securities 27,754 – 27,754 (27,754) –
Available-for-sale investments – – – 27,754 27,754
Other investments 40,641 – 40,641 (40,641) –
Investments held for trading – – – 40,641 40,641
Deferred tax liabilities (2,256 ) (4,686 ) (6,942 ) – (6,942 )
Convertible notes

– due after one year (122,500 ) 4,374 (118,126 ) – (118,126 )

Total effects on assets
and liabilities (56,361 ) (312 ) (56,673 ) – (56,673 )

Accumulated losses (186,782 ) (10,121 ) (196,903 ) 26,772 (170,131 )
Share options reserve – 5,435 5,435 – 5,435
Capital reserve 354,009 4,374 358,383 – 358,383
Investment properties

revaluation reserve 26,772 – 26,772 (26,772) –

Total effects on equity 193,999 (312 ) 193,687 – 193,687

The financial effect of the application of the new HKFRSs to the Group’s equity at 1st
January 2004 are summarised below:

As originally
stated Adjustment As restated

HK$’000 HK$’000 HK$’000

Accumulated losses (251,685) (4,686) (256,371)

3. TURNOVER, REVENUE AND SEGMENT INFORMATION

The Group’s business can be principally segregated to four segments during the
period:

The leisure and entertainment segment, which mainly comprises (a) leasing of
electronic gaming machines and provision of ancillary management services to casino
operators in Macau and (b) provision of catering services.

The technology segment, which mainly comprises (a) provision of gaming technology
consultation services in Macau and (b) development and sale of financial trading and
settlement systems in Asia.

The investment banking and financial services segment (operated through Value
Convergence Holdings Limited), which mainly comprises (a) provision of corporate
finance advisory service, initial public offerings and mergers and acquisition advisory
services; and (b) broking and dealing for clients in securities, futures and options
contracts.

The property and other investments segment, which mainly comprises property
investments, other investments and related activities.
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4. SEGMENTAL INFORMATION

Segment information about these businesses is presented below:

Six months ended 30th June 2005 (unaudited):

Investment

banking and Property

Leisure and financial and other

entertainment Technology services investments Consolidated

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Turnover 113,719 75,453 51,801 15,777 256,750

Inter-segment sales (344 ) – (354 ) (5,325 ) (6,023 )

Total turnover 113,375 75,453 51,447 10,452 250,727

Segment result 555,125 6,744 7,688 3,222 572,779

Unallocated corporate expenses (22,034 )

Finance costs (5,235 )

Share of results of jointly

controlled entities 2,200

Profit before taxation 547,710

Taxation charge (4,486 )

Net profit for the period 543,224

Six months ended 30th June 2004 (unaudited)

Investment

banking and Property

Leisure and financial and other

entertainment Technology services investments Consolidated

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

(restated) (restated) (restated) (restated) (restated)

Turnover 37,741 105,961 65,292 2,096 211,090

Inter-segment sales (38 ) (187 ) – – (225 )

Total turnover 37,703 105,774 65,292 2,096 210,865

Segment result (5,228 ) 9,046 9,017 59,181 72,016

Unallocated cost (7,505 )

Finance costs (1,235 )

Profit before taxation 63,276

Taxation credit 814

Net profit for the period 64,090
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5. GAIN ON DEEMED DISPOSAL OF PARTIAL INTEREST IN SUBSIDIARIES

On 23rd November 2004, the Company entered into a Heads of Agreement (“Heads

of Agreement”) with Publishing and Broadcasting Limited (“PBL”) and PBL Asia

Investments Limited (“PBL Asia”), a wholly-owned subsidiary of PBL, to establish a

joint venture group for pursuance of gaming and hospitality businesses (“JV Group”).

The Heads of Agreement was superseded by a Subscription Agreement (“Subscription

Agreement”) entered into between the parties on 23rd December 2004. Under the

Subscription Agreement, the Company contributed its interests in Mocha Slot Group

Limited and its subsidiaries (“Mocha Slot”) and 70% interests of Great Wonders, to

the JV Group while PBL contributed HK$1.27 billion (equivalent to US$ 163 million)

cash to the JV Group. The Subscription Agreement was completed on 8th March

2005. As a result of the above arrangements, the Group’s effective equity interest in

Mocha Slot and Great Wonders were decreased from 80% and 70% to 48% and

42%, respectively, the Group then recognised a gain on deemed disposal of partial

interest in subsidiaries of approximately HK$514,431,000 during the period ended

30th June 2005 accordingly.

6. PROFIT BEFORE TAXATION

Six months ended
30th June

2005 2004
HK$’000 HK$’000

(unaudited) (unaudited)

Profit before taxation has been arrived at

after charging:

Allowance for doubtful receivables 887 –

Unrealised loss on investments held for trading 126 –

and after crediting:

Dividend income from available-for-sale investments 1,602 –

Unrealised gain on other investments – 419
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7. TAXATION

Hong Kong Profits Tax has been provided at the rate of 17.5% (30th June 2004:

17.5%) on the estimated assessable profit for the period. Taxation arising in other

jurisdiction is calculated at the rates prevailing in the relevant jurisdiction.

Six months ended
30th June

2005 2004
HK$’000 HK$’000

(unaudited) (unaudited)

The charge(credit) comprises:

Hong Kong Profits Tax

Current period 96 –

Overprovision in prior period – (619)

Other jurisdiction

Current period 4,297 129

Overprovision in prior period (1,307) –

Deferred taxation 1,400 (324)

Taxation charge (credit) 4,486 (814)

8. DIVIDEND

During the period ended 30th June 2005, a dividend of HK$0.01 per share (30th

June 2004: nil) was paid to shareholders as the final dividend for 2004.

The directors declared an interim dividend of HK$0.01 per share (30th June 2004:

HK$0.005 per share) to the shareholders of the Company whose names appear in

the Register of Members on 10th October 2005. The above dividend per share data

has been adjusted for the share sub-division on 19th May 2005 (Note 17).
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9. EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share is based on the following
data:

Six months ended
30th June

2005 2004
HK$’000 HK$’000

(unaudited) (unaudited)
(restated)

Earnings
Earnings for the purposes of basic and diluted

earnings per share (net profit for the period
attributable to equity holders of the Company) 534,161 61,401

Effect of dilutive potential ordinary shares:
Interest on convertible notes (net of tax) 2,702 90
Adjustments to the share of results of a subsidiary

based on potential dilution of its earnings per
share (33) –

Earnings for the purpose of diluted earning per share 536,830 61,491

Six months ended
30th June

2005 2004
Number of shares
Weighted average number of ordinary shares

for the purposes of basic earnings per share 977,307,406 483,843,084
Effect of dilutive potential ordinary shares:

Share options 26,056,087 13,398,524
Convertible notes 30,145,674 2,358,546

Weighted average number of ordinary shares
for the purposes of diluted earnings per share 1,033,509,167 499,600,154

The weighted average number of ordinary shares for the purpose of basic earnings
per share and diluted earning per share has been adjusted for the share subdivision
on 19th May 2005 (Note 17).

10. MOVEMENTS IN INVESTMENT PROPERTIES AND PROPERTY,
PLANT AND EQUIPMENT

During the period, the Group’s construction in progress increased by approximately
HK$33,241,000 as a result of acquisition of a subsidiary (Note 11). In addition, the
Group spent approximately HK$56,160,000 in respect of the construction of a property
project in Macau. Also, the Group spent approximately HK$24,459,000 on purchase
of gaming machines for the expansion of its electronic gaming business.

During the period, the Group disposed of property, plant and equipment with a carrying
amount of approximately HK$328,000 for a proceed of approximately HK$550,000,
resulting in a gain on disposal of HK$222,000.

The Group’s investment properties were revalued by the directors at 30th June 2005.
The resulting revaluation surplus of HK$8,000,000 has been credited to the income
statement.

An impairment loss of HK$174,000 was recognised during the period in respect of
obsolete furniture, fixtures and equipment.
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11. ACQUISITION OF A SUBSIDIARY

During the period ended 30th June 2005, the Group completed the acquisition of

additional 20% issued share capital of Great Wonders, a company in which the

Group held 50% equity interest as at 31st December 2004. The principal activities of

Great Wonders was to apply to the Macau Government for the concession of a

parcel of land located in Taipa, Macau (the “Land”) and to develop the Land into a

six-star hotel and entertainment complex with one of the largest casino and electronic

gaming machine areas. An offer letter was received from the Macau Government on

24th June 2005 regarding the concession of land.

The fair value of the assets and liabilities of Great Wonders at the date of acquisition

are as follows:

Acquiree’s

carrying

amount before Fair value

combination adjustments Fair value

HK$’000 HK$’000 HK$’000

Interest in a property project – 400,000 400,000

Construction in progress 33,241 – 33,241

Amount due from a shareholder 969 – 969

Other payable (33,256) – (33,256)

Deferred tax liabilities – (48,000) (48,000)

954 352,000 352,954

Minority interests – – (105,886)

Interest in a jointly controlled entity

eliminated upon acquisition of

a subsidiary – – (176,477)

954 352,000 70,591

Purchase consideration satisfied by:

Issuance of convertible notes 70,591

Great Wonders contributed nil revenue and incurred a post-acquisition loss of

approximately HK$78,000 for the period between the date of acquisition and the

balance sheet date. Prior to 1st January 2005, Great Wonders has nil revenue and

expense.

Subsequent to the acquisition, the Group has injected its 70% equity interests of

Great Wonders to the JV Group pursuant to a Subscription Agreement. Please see

Note 5 for details.

12. PLEDGE OF ASSETS

At 30th June 2005, the Group’s bank deposit amounting to approximately HK$267,000

(31st December 2004: HK$177,000) was pledged for tendering of contracts with the

Macau government by a subsidiary of the Group.
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13. TRADE RECEIVABLES

As at As at
30th June 31st December

2005 2004
HK$’000 HK$’000

(unaudited)

Trade receivables (excluding receivables balance
arising from margin clients securities transactions) 243,919 171,681

Allowance for doubtful receivables – (323)

243,919 171,358
Trade receivables arising from margin clients

securities transactions (Note b) 199,925 165,656

443,844 337,014

The aged analysis of trade receivables (excluding the receivables balance arising
from margin clients securities transactions) is as follows:

As at As at
30th June 31st December

2005 2004
HK$’000 HK$’000

(unaudited)

Within 30 days 195,476 157,881
31 – 90 days 20,739 10,624
Over 90 days 27,704 3,176

243,919 171,681

(a) The Group’s Leisure and entertainment segment and Property and other

investments segment are largely operated on cash on delivery or payment in

advance terms, except for those well-established customers to whom credit

terms of 30 to 90 days would be granted.

(b) Trade receivable arising from the ordinary course of business of broking in

securities and equity options transactions and dealing in futures and options in

the investment banking and financial services segment as at 30th June 2005

amounted to approximately HK$395,895,000 (31st December 2004:

HK$306,189,000). The settlement terms of the trade receivables arising from

the ordinary course of business of broking in securities and equity options

transactions are usually two trading days after the trade date of the transactions;

and the trade receivables arising from the ordinary course of business of dealing

in futures and options contracts transactions are generally due on demand.

Loans to margin clients are secured by client’s pledged securities, repayable on

demand and bear interest at commercial rates. No aging analysis on margin

client’s receivables is disclosed as, an aging analysis is not meaningful in view

of the nature of the business of securities margin financing.

(c) Other trade receivables on the Group’s Technology segment are due immediately

from date of billing but the Group and the Company will generally grant a

normal credit period of 30 days on average to its customers.
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14. AMOUNTS DUE FROM RELATED COMPANIES

As at As at

30th June 31st December

2005 2004

HK$’000 HK$’000

(unaudited)

Sociedade de Turismo e Diversoes de Macau, S.A.

(“STDM”) (Note a) – 519

Gold Carousel Investment Limited (“GCIL”) (Note b) 1,200 600

1,200 1,119

Notes:

(a) The amount due from STDM, a related company of which Dr. Stanley Ho is a

director and has direct beneficial interests, represented receivables in respect

of the sales of souvenirs by the Group.

(b) The amount due from GCIL, a related company of which Dr. Stanley Ho is a

director, represented receivables in respect of the management services provided

by one of the subsidiaries of the Group (note 19(c)(vi)).

15. TRADE PAYABLES

As at As at

30th June 31st December

2005 2004

HK$’000 HK$’000

(unaudited)

Within 30 days 1,212 14,313

31-90 days 6,650 4,459

Over 90 days 13,827 5,224

21,689 23,996

Trade payables arising from the ordinary course

of business of dealing in securities transactions

(Note) 78,983 36,466

100,672 60,462

Note:

The settlement terms of trade payables arising from the ordinary course of business

of dealing in securities transactions for the investment banking and financial services

segment are usually two trading days after trade date. These trade payables are

repayable on demand and are aged within 30 days.
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16. CONVERTIBLE NOTES

On 9th November 2004, the Company issued a convertible note due on 8th November

2009 with a principal amount of HK$100,000,000, which is interest-bearing at 4% per

annum. Besides, on 8th February 2005, the Company has also issued another

convertible note due on 7th February 2010 with a principal amount of HK$56,000,000,

which is also interest-bearing at 4% per annum. Both convertible notes were issued

for the purpose of developing a land which will consist of a six star hotel with casino

and electronic gaming machine lounge.

The convertible note due on 8th November 2009 is convertible into fully paid ordinary

shares of HK$0.5 each, after adjustment for the share subdivision on 19th May 2005,

of the Company at a conversion price of HK$2 per share convertible in the period,

commencing 3 years from the date of issuance until, and including, the maturity date

which is 8th November 2009.

The convertible note due on 7th February 2010 is convertible into fully paid ordinary

shares of HK$0.5 each, after adjustment for the share subdivision on 19th May 2005,

of the Company at a initial conversion price of HK$4.1 per share convertible in the

period, commencing 3 years from the date of issuance until, and including, the

maturity date which is 7th February 2010.

The conversion prices mentioned above have been adjusted for the share subdivision

on 19th May 2005.

On 11th April 2005, convertible note due on 30th June 2005 and 30th June 2006,

which was issued during the year ended 31st December 2004, had been converted

into the ordinary shares of the Company. Total number of ordinary shares converted

is 39,130,432 shares of HK$0.5 each, after adjustment for the share subdivision on

19th May 2005.
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17. SHARE CAPITAL

Number of ordinary shares Amount

30th June 31st December 30th June 31st December

2005 2004 2005 2004

HK$’000 HK$’000

(unaudited) (unaudited)

Authorised:

At beginning and end

of the period/year

of HK$1 each 700,000,000 480,000,000 700,000 480,000

Increase in authorised

ordinary share capital – 220,000,000 – 220,000

Subdivision of one share

of HK$1 each into two

shares of HK$0.5 each

(Note) 700,000,000 – – –

At the end of the

period/year of HK$0.5

each 1,400,000,000 700,000,000 700,000 700,000

Issued and fully paid:

At beginning of the

period/year of HK$1

each 463,244,054 221,997,007 463,244 221,997

Exercise of share options

before subdivision 8,210,000 11,868,786 8,210 11,869

Conversion of convertible

notes 19,565,216 – 19,565 –

Subdivision of one share

of HK$1 each into two

shares of HK$0.5 each

(Note) 491,019,270 – – –

Issue of shares 140,000,000 229,378,261 70,000 229,378

Exercise of shares options

after subdivision 400,000 – 200 –

At the end of the

period/year of HK$0.5

each 1,122,438,540 463,244,054 561,219 463,244

Note: On 18th May 2005, an ordinary resolution was passed by the shareholders of

the Company to approve the subdivision (the “Subdivision”) of each issued

and unissued shares of HK$1 each in the authorized share capital into two

ordinary shares of HK$0.5 each. The Subdivision became effective on 19th

May 2005.

The shares issued during the period/year rank pari passu in all respects with the

then existing shares.
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18. CAPITAL COMMITMENTS

30th June 31st December

2005 2004

HK$’000 HK$’000

(unaudited)

Commitment for the acquisition of property,

plant and equipment contracted for but not

provided for in the financial statements 1,372,292 437

Commitment for the acquisition of property,

plant and equipment authorised but not

contracted 639,663 –

19. RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has the ability, directly or indirectly,

to control the other party or exercise significant influence over the other party in

making financial and operating decisions or vice versa. Parties are also considered

to be related if they are subject to common control or common significant influence.

(a) The trade receivables include amounts due from related companies in relation

to sales of computer hardware and software of approximately HK$23,161,000

(31st December 2004: HK$14,876,000).

The trade receivables include amounts due from Sociedade de Jogas de Macau,

S.A., a subsidiary of STDM, in relation to the leasing of gaming machines and

provision of ancillary management services of approximately HK$10,384,000

(31st December 2004: HK$8,462,000).

The prepayments, deposits and other receivables include nil (31st December

2004: HK$1,044,000) amount due from customer on contracts in relation to

sales of computer hardware and software to related companies.

(b) The accruals and other payables include deposits received from related

companies in relation to sales of computer hardware and software of

approximately HK$132,000 (31st December 2004: HK$367,735,000).
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(c) Significant related party transactions, which were carried out in the normal

course of the Group’s business, are as follows:

Six months ended

30.6.2005 30.6.2004

Notes HK$’000 HK$’000

(unaudited)

Catering income earned from directors

and related companies (i) 2,533 1,414

Insurance premiums charged by

a related company (ii) 1,011 796

Property management fees charged by

a related company (iii) – 250

Brokerage commission income earned

from certain directors of the Group

or their relatives (iv) 76 160

Sales of computer hardware and

software to related companies (v) 39,403 89,935

Management fees received from

a related company (vi) 600 –

Interest expense on loan from

a related company (vii) 459 –

Interest expense on convertible notes

to related parties (viii) 1,791 –

Income from leasing of gaming

machines and provision of ancillary

management services to

a related company (ix) 59,209 –

Notes:

(i) The Group earned catering income in respect of restaurant operations

from certain directors and related companies for services provided at a

discount ranging between 15% and 40%.

(ii) The Group paid insurance premiums to Jardine Shun Tak Insurance Brokers

Limited, an associate of Shun Tak Holdings Limited (“STHL”), to insure the

properties and employees of the Group under the terms and conditions

applicable to customers of comparable standing. Dr. Stanely Ho, a director

of the Company, is also a director and has direct and indirect beneficial

interests in STHL.

(iii) The Group paid management fees to Shun Tak Property Management

Limited (“STPML”), a subsidiary of STHL, on a reimbursement basis for

building management expenditure paid by STPML on behalf of the Group.

(iv) Brokerage commission income earned from transactions with related parties

was at prices and terms no less than those transacted with other third

party customers of the Group.
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(v) Service fees charge and computer hardware and software sold to related

companies were conducted in the normal course of business at prices and

terms no less than those charged to and contracted with other third party

customers of the Group.

(vi) The management fee from GCIL was determined on term agreed between

the Group and GCIL.

(vii) Interest expense on loan from a minority shareholder of a subsidiary of the

Group was charged at 4 per cent per annum. The loan was unsecured and

repayable on demand.

(viii) Interest expense on convertible notes to related parties was charged at

4% per annum.

(ix) The amount represents income from leasing of gaming machines and

provision of ancillary management services to SJM.

20. OTHER ACQUISITION

A subsidiary, Melco Hotels and Resorts (Macau) Limited (“Melco Hotels”), has accepted

in principle an offer from the Macau Government to grant to Melco Hotels a long term

lease of land on the Cotai Strip, Macau. Based on a joint venture memorandum of

agreement entered between Great Respect Limited and Melco Leisure and

Entertainment Group Limited, a wholly-owned subsidiary of the Company, 49.2%

interest in Melco Hotels was assigned to Great Respect Limited immediately after

the Macau government offered the right to be granted for development rights in

respect of land on the Cotai Strip, Macau on 21st April 2005.

Pursuant to an agreement signed with Great Respect Limited on 11th May 2005,

Melco Leisure and Entertainment Group Limited has acquired the 49.2% interest in

Melco Hotels for a consideration of HK$1,175 million, subject to certain conditions

precedents. Upon receipt of the cash consideration, Great Respect Limited has

subscribed for the convertible notes having a principal amount of HK$1,175 million,

which is non-interest bearing and convertible into shares of the Company at a

conversion price of HK$9.965 per share, after adjustment for the share subdivision

on 19th May 2005. The above acquisition was completed on 5th September 2005.
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Disclosure of Interests

Directors’ interests

As at 30th June 2005, the interests and short positions of each director and

chief executive of the Company in the shares, underlying shares and

debentures of the Company or any of its associated corporations (within the

meaning of Part XV of the Securities and Futures Ordinance (“SFO”)) which

(a) were required to be notified to the Company and the Stock Exchange

pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and

short positions which the director is taken or deemed to have under such

provisions of the SFO); or (b) were required, pursuant to section 352 of the

SFO, to be entered in the register referred to therein; or (c) were required,

pursuant to the Model Code for Securities Transactions by Directors of Listed

Companies contained in the Listing Rules to be notified to the Company and

the Stock Exchange were as follows:

(i) Interests in shares and underlying shares of the Company

Number of

Number of underlying Approximate

issued shares shares of percentage of

Name of Nature of of the Company the Company the total number

Director interest interested interested of issued shares

(Note 1)

Dr. Stanley Ho Corporate 7,298,456 117,912,694 11.16%

(Note 2) (Note 4)

Personal 22,749,278 – 2.03%

(Note 2)

Mr. Lawrence Ho Corporate 404,041,630 117,912,694 46.50%

(Note 3) (Note 4)

Personal 5,432,612 – 0.48%

Mr. Frank Tsui Personal 5,400,000 – 0.48%

Mr. Ho Cheuk Yuet Personal 3,632,612 – 0.32%

(Note 5)

Dr. Lo Ka Shui Personal 2,000,000 – 0.18%
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Notes:

1. As at 30th June 2005, the total number of issued shares of the Company is

1,122,438,540.

2. Dr. Stanley Ho is taken to be interested in 7,298,456 shares of the Company

as a result of him being beneficially interested in the entire issued share

capital of each of Sharikat Investments Ltd., Dareset Ltd. and Lanceford

Company Ltd. which in turn hold an aggregate of approximately 0.65% of

the issued share capital of the Company. Apart from that, Dr. Stanley Ho

personally holds 22,749,278 shares of the Company.

3. Mr. Lawrence Ho is taken to be interested in 115,509,024 shares of the

Company as a result of him being beneficially interested in the entire issued

share capital of Lasting Legend Ltd. which in turn holds approximately

10.29% of the issued share capital of the Company. He is also taken to be

interested in 288,532,606 shares of the Company as a result of him being

interested in 77% of issued share capital of Better Joy Overseas Ltd. (“Better

Joy”) which in turn holds approximately 25.71% of the issued share capital

of the Company.

Dr. Stanley Ho and Mr. Lawrence Ho are beneficially interested in 23% and

77% of issued share capital of Better Joy respectively. If their indirect

shareholding interests in the Company’s shares through Better Joy are

taken into account, Dr. Stanley Ho and Mr. Lawrence Ho are effectively

interested in 8.59% and 30.57% of the Company’s shares.

4. Pursuant to an agreement dated 11th May 2005 entered into between Great

Respect Limited, Melco Entertainment Limited and the Company, Great

Respect Limited has agreed to subscribe for convertible loan notes of the

Company in the total principal amount of HK$1,175,000,000 on the terms

set out in the agreement. Upon exercise in full of such convertible loan

notes, a total of 117,912,694 shares of the Company will be issued by the

Company. Great Respect Limited is a company controlled by a discretionary

family trust of Dr. Stanley Ho, the beneficiaries of which are members of

Dr. Stanley Ho’s family including Dr. Stanley Ho, Mr. Lawrence Ho and

Madam Lucina Laam King Ying. SG Trust (Asia) Ltd. is the trustee of the

aforesaid discretionary family trust.

5. Mr. Ho Cheuk Yuet resigned as non-executive director on 5th September

2005.
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(ii) Interests in equity derivatives of the Company

Number of underlying

shares comprised

Exercise in the options

Name of director Date of grant Expiry date price outstanding

(HK$)

Mr. Lawrence Ho 19th February 2004 7th March 2012 1.2025 1,800,000

Mr. Frank Tsui 8th March 2002 7th March 2012 0.50 32,612

19th February 2004 7th March 2012 1.2025 1,800,000

(iii) Interests in shares of Value Convergence

Approximate
Number of percentage of

 issued shares of the total number of
Nature of Value Convergence issued shares of

Name of director interest interested Value Convergence

Dr. Stanley Ho Corporate 7,384,651 (Note 1) 2.96%

Mr. Lawrence Ho Corporate 4,232,627 (Note 2) 1.70%

Notes:

1. Dr. Stanley Ho is taken to be interested in 7,384,651 shares of Value
Convergence as a result of him being beneficially interested in 65% of the
issued share capital of Bailey Development Limited which in turn holds
approximately 2.96% of the issued share capital of Value Convergence.

2. Mr. Lawrence Ho is taken to be interested in 4,232,627 shares of Value
Convergence as a result of him being beneficially interested in the entire
issued share capital of Golden Mate Co., Ltd. which in turn holds
approximately 1.70% of the issued share capital of Value Convergence.
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(iv) Interests in equity derivatives of Value Convergence

Approximate percentage

Number of underlying of the total number of

Nature of shares of Value issued shares of

Name of director interest Convergence interested Value Convergence

Dr. Stanley Ho Personal 735,000 (Note 1) 0.29%

Mr. Lawrence Ho Personal 1,226,057 (Note 2) 0.49%

Notes:

1. The personal interest of Dr. Stanley Ho represents his derivative interest in
Value Convergence comprising the physically settled options which were
granted on 6th April 2001 and may be exercised during the period from 6th
April 2001 to 8th October 2005 at an exercise price of HK$3.60 per Value
Convergence’s share.

2. The personal interest of Mr. Lawrence Ho represents his derivative interest
in Value Convergence comprising the physically settled options as follows:

(i) 735,000 physically settled options which were granted on 6th April
2001 and may be exercised during the period from 6th April 2001 to
8th October 2005 at an exercise price of HK$3.60 per Value
Convergence’s share; and

(ii) 491,057 physically settled options which were granted on 9th July
2002 and may be exercised during the period from 9th July 2002 to
8th July 2012 at an exercise pr ice of HK$1.00 per Value
Convergence’s share.

Save as disclosed above, as at 30th June 2005, none of the directors or
chief executives of the Company or their respective associates had any
interests or short positions in the shares, underlying shares and debentures
of the Company or any of its associated corporation (within the meaning of
Part XV of the SFO) which were required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions which they have taken or deemed to
have under such provisions of the SFO), or which were required, pursuant to
section 352 of the SFO, to be entered in the register maintained by the
Company referred to therein, or which are required, pursuant to the Model
Code for Securities Transactions by Directors of Listed Companies contained
in the Main Board Listing Rules to be notified to the Company and the Stock
Exchange.
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Shareholders with Notifiable Interests

As at 30th June 2005, the interests and short positions of substantial
shareholders of the Company and other persons in the shares, underlying
shares and debentures of the Company which (a) were required to be notified
to the Company and the Stock Exchange pursuant to Divisions 2 and 3 of
Part XV of the SFO; or (b) were required, pursuant to section 336 of the
SFO, to be entered in the register referred to therein; or (c) were directly or
indirectly, interested in ten per cent. or more of the nominal value of any
class of share capital carrying rights to vote in all circumstances at general
meetings of the Company were as follows:

Number of Approximate
Number of underlying percentage of the

Nature of issued Shares Shares total number of
Name interest interested interested issued Shares

(Note 1)

Better Joy Overseas Ltd. Corporate 288,532,606 – 25.71%
(Note 2)

Lasting Legend Ltd. Corporate 115,509,024 – 10.29%
(Note 2)

Great Respect Limited Corporate – 117,912,694 10.51%
(Note 3)

Dr. Stanley Ho Corporate 7,298,456 117,912,694 11.16%
(Note 4) (Note 3)

Personal 22,749,278 – 2.03%

Mr. Lawrence Ho Corporate 404,041,630 117,912,694 46.50%
(Note 5) (Note 3)

Personal 7,232,612 – 0.64%

Ms. Sharen Lo Family 411,274,242 117,912,694 47.15%
(Note 6) (Note 3)

SG Trust (Asia) Ltd Corporate – 117,912,694 10.51%
(Note 3)

Sociedade de Turismo Corporate – 85,880,758 7.65%
e Diversoes de Macau, S.A. (Note 7)

Shun Tak Shipping Corporate 78,166,294 – 6.96%
Company Limited

JP Morgan Chase & Co. Corporate 88,549,000 – 7.89%
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Notes:

1. As at 30th June 2005, the total number of issued shares of the Company is
1,122,438,540.

2. The shares held by Better Joy and Lasting Legend Ltd. also represent the corporate
interest of Mr. Lawrence Ho in the Company.

3. Pursuant to an agreement dated 11th May 2005 entered into between Great Respect
Limited, Melco Entertainment Limited and the Company, Great Respect Limited
has agreed to subscribe for convertible loan notes of the Company in the total
principal amount of HK$1,175,000,000 on the terms set out in the agreement.
Upon exercise in full of such convertible loan notes, a total of 117,912,694 shares
of the Company will be issued by the Company. Great Respect Limited is a company
controlled by a discretionary family trust of Dr. Stanley Ho, the beneficiaries of
which are members of Dr. Stanley Ho’s family including Dr. Stanley Ho, Mr. Lawrence
Ho and Madam Lucina Laam King Ying. SG Trust (Asia) Ltd is the trustee of the
aforesaid discretionary family trust.

4. Dr. Stanley Ho is taken to be interested in 7,298,456 shares of the Company as a
result of him being beneficially interested in the entire issued share capital of each
of Sharikat Investments Ltd., Dareset Ltd. and Lanceford Company Ltd. which in
turn hold an aggregate of approximately 0.65% of the issued share capital of the
Company.

5. Mr. Lawrence Ho is taken to be interested in 115,509,024 shares of the Company
as a result of him being beneficially interested in the entire issued share capital of
Lasting Legend Ltd. which in turn holds approximately 10.29% of the issued share
capital of the Company. Mr. Lawrence Ho is also taken to be interested in
288,532,606 shares of the Company as a result of him being beneficially interested
in 77% of the issued share capital of Better Joy which in turn holds approximately
25.71% of the issued share capital of the Company.

Dr. Stanley Ho and Mr. Lawrence Ho are beneficially interested in 23% and 77% of
the issued share capital of Better Joy respectively. If their indirect shareholding
interests in the Shares through Better Joy are taken into account, Dr. Stanley Ho
and Mr. Lawrence Ho are effectively interested in 8.59% and 30.57% of the
Company’s shares.

6. Ms Sharen Lo is the spouse of Mr. Lawrence Ho and is deemed to be interested in

shares of the Company in which Mr. Lawrence Ho is interested in under the SFO.
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7. Two convertible notes respectively for the principal amounts of HK$100 million and

HK$56 million carrying the respectively rights to subscribe for shares at an initial

conversion price of HK$4.00 and HK$8.2 respectively were issued by the Company

to Sociedade de Turismo e Diversoes de Macau, S.A. on 9th November 2004 and

8th February 2005 respectively pursuant to two agreements disclosed in the

announcements and the circulars of the Company respectively dated 13th September

2004, 11th October 2004, 23rd November 2004 and 5th January 2005. As at 30th

June 2005, the total outstanding principal amount of the said convertible notes is

HK$156 million. Due to the share subdivision on 19th May 2005, the said conversion

prices of HK$4.00 and HK$8.2 have been adjusted to HK$2.00 and HK$4.1

respectively. If Sociedade de Turismo e Diversoes de Macau, S.A. exercises the

conversion rights attached to the said convertible notes in full, a total of 63,658,536

shares of the Company will be issued to Sociedade de Turismo e Diversoes de

Macau, S.A. In addition, 22,222,222 shares of the Company (adjusted as a result

of share subdivision on 19th May 2005) will be issued to Sociedade de Turismo e

Diversoes de Macau, S.A. sometime in the future (upon grant of the land by the

Macau Government for the development project in Taipa, Macau) as part of the

consideration for the acquisition of 30% interests in Great Wonders, Investments,

Limited.

Save as disclosed herein, so far as the Directors were aware, as at 30th

June 2005, no other persons had interests or short positions in the shares,

underlying shares and debentures of the Company which were required to

be notified to the Company and the Stock Exchange pursuant to Divisions 2

and 3 of Part XV of the SFO, nor were there any other persons required,

pursuant to section 336 of the SFO, to be entered in the register referred to

therein, or directly or indirectly interested in ten per cent. or more of the

nominal value of any class of share capital carrying rights to vote in all

circumstances at general meetings of the Company.
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Information of Share Option Scheme

The following share options were outstanding under the Scheme during the

six months period ended 30th June 2005:

Share price

Number of share options at date of Exercise

At 1st Granted Exercised At 30th Date of grant of price of

Name of category January during the during the June grant of share share share

of participant 2005(1)  period(1)  period(1, 2) 2005(1) options(3) options(1) options(1, 4)

Directors (5) 32,612 – – 32,612 8th March 2002 HK$0.41 HK$0.50

Directors (6) 7,200,000 – 3,600,000 3,600,000 19th February 2004 HK$1.175 HK$1.2025

Subtotal 7,232,612 – 3,600,000 3,632,612

Employees (7) 4,455,340 – – 4,455,340 13th September 2002 HK$0.55335 HK$0.55335

Employees (8) 16,340,000 – 8,120,000 8,220,000 19th February 2004 HK$1.175 HK$1.2025

Employees (9) 3,868,000 – 1,200,000 2,668,000 17th September 2004 HK$1.6875 HK$1.6875

Employees (10) – 2,059,400 – 2,059,400 1st February 2005 HK$7.4 HK$7.4

Sub-total 24,663,340 2,059,400 9,320,000 17,402,740

Others 3,900,000 – 3,900,000 – 13th September 2002 HK$0.55335 HK$0.55335

Others (11) 2,000,000 – – 2,000,000 19th February 2004 HK$1.175 HK$1.2025

Others (12) 9,000,000 – – 9,000,000 17th September 2004 HK$1.6875 HK$1.6875

Sub-total 14,900,000 – 3,900,000 11,000,000

Total 46,795,952 2,059,400 16,820,000 32,035,352

Notes:

(1) The number of share options, the share price at grant date and the exercise price
of the share options were adjusted after the completion of rights issue on 24th
September 2003 and/or share subdivision on 19th May 2005.

(2) No share option has lapsed or been cancelled during the period.

(3) The vesting period of the share options is from the date of grant until the
commencement of the exercise period.
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(4) As at 30th June 2005, the Company had 32,035,352 share options outstanding
under the Scheme. The exercise in full of the outstanding share options would,
under the present capital structure of the Company, result in the issue of 32,035,352
additional ordinary shares of the Company and additional share capital of
approximately HK$16,017,676 and share premium of approximately HK$38,011,852
before issue expenses.

(5) As at 30th June 2005, 32,612 physically settled options may be exercised during
the period from 8th September 2002 to 7th March 2012.

(6) As at 30th June 2005, 3,600,000 physically settled options may be exercised
during the period from 19th February 2006 to 7th March 2012.

(7) Among 4,455,340 physically settled options as at 30th June 2005, 2,227,670
physically settled options may be exercised during the period from 13th September
2002 to 7th March 2012 and 2,227,670 physically settled options may be exercised
during the period from 13th March 2003 to 7th March 2012.

(8) As at 30th June 2005, 8,220,000 physically settled options may be exercised
during the period from 19th February 2006 to 7th March 2012.

(9) Among 2,668,000 physically settled options as at 30th June 2005, 800,000 physically
settled options may be exercised during the period from 17th March 2005 to 7th
March 2012; 1,188,000 physically settled options may be exercised during the
period from 17th September 2005 to 7th March 2012; 350,000 physically settled
options may be exercised during the period from 17th September 2006 to 7th
March 2012 and 330,000 physically settled options may be exercised during the
period from 17th March 2008 to 7th March 2012.

(10) Among 2,059,400 physically settled options as at 30th June 2005, 944,000 physically
settled options may be exercised during the period from 17th September 2006 to
7th March 2012; 915,400 physically settled options may be exercised during the
period from 17th March 2008 to 7th March 2012 and 200,000 physically settled
options may be exercised during the period from 17th September 2009 to 7th
March 2012.

(11) Among 2,000,000 physically settled options as at 30th June 2005, 1,000,000
physically settled options may be exercised during the period from 19th February
2005 to 7th March 2012 and 1,000,000 physically settled options may be exercised
during the period from 19th February 2006 to 7th March 2012.

(12) Among 9,000,000 physically settled options as at 30th June 2005, 4,500,000
physically settled options may be exercised during the period from 17th March
2005 to 7th March 2012 and 4,500,000 physically settled options may be exercised

during the period from 17th September 2005 to 7th March 2012.

Regarding the share options granted during the period to directors, employees

and others, the directors do not consider it appropriate to disclose a theoretical

value of the options granted, because, in the absence of a readily available

market for share options on the ordinary shares of the Company, the directors

were unable to arrive at an accurate assessment of the value of the share

options.
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CORPORATE GOVERNANCE
PRACTICES

The Group is committed to building and maintaining high standards of

corporate governance. The Group applied the principles and complied with

all requirements set out in the Code on Corporate Governance Practices

(“CG Code”) contained in Appendix 14 of the Rules Governing the Listing of

Securities of The Stock Exchange of Hong Kong Limited, with certain

deviations mentioned below, throughout the review period.

Code provision A.4.1 provides that non-executive directors should be

appointed for specific term, subject to re-election. The Company has deviated

from this provision in that all non-executive directors of the Company are not

appointed for specific term. They are, however, subject to retirement and re-

election every three years. The reason for the deviation is that the Company

does not believe that arbitrary term limits on directors’ service are appropriate

given that directors ought to be committed to representing the long term

interests of the Company’s shareholders and the retirement and re-election

requirements of non-executive directors have given the Company’s

shareholders the right to approve continuation of non-executive directors’

offices.

Code provision B.1.1 provides that a listed company should establish a

remuneration committee for the purpose of, among others, recommending to

the board on such company’s policy and structure for remuneration of directors

and senior management. The Company has not established a remuneration

committee during the review period as the directors’ and senior management’s

remuneration is not due for review during such period. To prepare for such

review in the second half of 2005, the Company has recently established a

remuneration committee in compliance with the code provision. Terms of

reference of such committee have been posted on the Company’s website.

On 3rd August 2005, the Group set up the following board committees and

adopted its own strict code on corporate governance:

(a) Executive Committee;

(b) Audit Committee (terms of reference of the audit committee adopted on

24th March 1999 were superseded by the new terms of reference adopted

on 3rd August 2005);

(c) Remuneration Committee;

(d) Nomination Committee;

(e) Finance Committee;

(f) Regulatory Compliance Committee.
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The Company’s code on corporate governance contains the code provisions

in the CG Code and other provisions, and has been posted on the Company’s

website.

Apart from the audit committee and remuneration committee required by the

Listing Rules, the Group has established four additional board committees to

ensure maintenance of a high corporate governance standard. Terms of

reference of all board committees set up by the Group have been posted on

the Group’s website, as have (1) division of responsibilities between the

Group’s Chairman and Managing Director and (2) duties and powers

delegated to the Group’s Managing Director and matters reserved for decision

of the board.

SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities Transactions by

Directors of Listed Issuers (“Model Code”) as set out in Appendix 10 of the

Listing Rules. Having made specific enquiry of the directors of the Company,

all directors have complied with the required standard of dealings and code

of conduct regarding securities transactions by directors as set out in the

Model Code for the six months period ended 30th June 2005.

PURCHASE, REDEMPTION OR SALE OF
LISTED SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries purchased, redeemed or

sold any of the Company’s listed securities during the period.

INDEPENDENT REVIEW
The interim results for the six months ended 30th June 2005 are unaudited,
but have been reviewed in accordance with Statement of Auditing Standards
700 “Engagements to Review Interim Financial Reports” issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA”), by Deloitte Touche
Tohmatsu, whose independent review report is included in this interim report.

The 2005 interim results and this interim report have also been reviewed by
the Audit Committee of the Company. Regular meetings have been held by
the Committee since its establishment. The Committee meets at least twice
a year.


