NOTES TO THE FINANCIAL STATEMENTS
B M RE

31 December 2004 —FEUE+H =+—H

33

1. BASIS OF PREPARATION

a)

b)

c)

GENERAL

The Company was incorporated in the Cayman Islands on
4 April 2001 as an exempted company with limited liability

under the Companies Law of the Cayman Islands.

The principal activity of the Company is investment holding.
The principal activities of the Company’s subsidiaries have
not changed during the year and involve the operation of a
chain of Chinese restaurants and food manufacturing in
Hong Kong. The principal activities of the subsidiaries are

set out in note 14 to the financial statements.

In the opinion of the directors, Hon Po Holdings Limited
(“Hon Po Holdings™), a company incorporated in Hong

Kong, is the Company’s ultimate holding company.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Its
subsidiaries are principally engaged in the operation of a
chain of Chinese restaurants and food manufacturing in

Hong Kong.

GOING CONCERN BASIS

In preparing the financial statements, the directors of the
Company have given careful consideration to the future
liquidity of the Group in light of the Group’s net liabilities
of HK$35,585,000 at 31 December 2004 and net loss of
HK$39,988,000 for the year then ended.

a)

b)

c)
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1. BASIS OF PREPARATION (continued) MR ()

c)

GOING CONCERN BASIS (continued)

Subsequent to the balance sheet date, on 3 February 2005,
the Company raised general working capital approximately
of HK$7,600,000 by issue of 126,000,000 new shares, and
on 7 February 2005, the Company has entered into a
conditional placing agreement with the placing agent to
place convertible notes with an aggregate maximum
principal amount of HK$40,000,000 to independent
individual investors as detailed in note 27 (ii) to the financial
statements. The aggregate net proceeds from the placing of
the convertible notes will be used as general working capital

for the Group.

In light of the above, the directors of the Company have
prepared the financial statements on a going concern basis
that the Group would be able to meet its debts as and when
they fall due and will have sufficient working capital to

carry on its business for the foreseeable future.

Should the Group be unable to continue its business as a
going concern, adjustments would have been made to restate
the value of assets to their recoverable amounts, to provide
for any further liabilities which might arise, including those
contingent liabilities as set out in note 26 to the financial
statements, and to reclassify non-current assets and
liabilities as current assets and liabilities respectively. The
effect of these potential adjustments has not been reflected

in these financial statements.
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d) BASIS OF CONSOLIDATION

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up to

31 December.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated income statement
from the effective date of acquisition or up to the effective

date of disposal, as appropriate.

All significant intercompany transactions and balances

within the Group are eliminated on consolidation.

1. BASIS OF PREPARATION (continued) 1.
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Group’s share of its net assets together with any goodwill
or capital reserve which was not previously charged or
recognised in the consolidated income statement. Minority
interests represent the interests of outside shareholders in

the operating results and net assets of subsidiaries.

PRINCIPAL ACCOUNTING POLICIES

The financial statements have been prepared in accordance with
generally accepted accounting principles in Hong Kong and
comply with Statements of Standard Accounting Practice issued
by the Hong Kong Institute of Certified Public Accountants (the
“HKICPA”) and the disclosure requirements of the Hong Kong
Companies Ordinance. The financial statements are prepared under
the historical cost convention. These financial statements also
comply with the applicable disclosure provisions of the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited. A summary of the principal accounting

policies adopted by the Group is set out below.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)

IMPACT OF RECENTLY ISSUED HONG KONG
FINANCIAL REPORTING ACCOUNTING STANDARDS
(“HKFRSs”)

HKICPA has issued a number of new Hong Kong Financial
Reporting Standards and Hong Kong Accounting Standards, herein
collectively referred to as the new HKFRSs, which are generally
effective for accounting periods beginning on or after 1 January
2005. The Group has not early adopted these new HKFRSs in
preparing the financial statements for the year ended 31 December
2004. The Group has already commenced assessment of the impact
of these new HKFRSs but is not yet in a position to state whether
these new HKFRSs would have a significant impact on its results

of operations and financial position.

a) REVENUE RECOGNITION

i) Revenue from restaurant operations is recognised

when catering services are provided to customers;

ii))  Revenue income under operating leases is recognised

on the straight-line basis over the lease terms;

iii) Interest income is recognised on a time proportion
basis, taking into account the principal amounts

outstanding and the interest rates applicable; and

iv) Handling charges and sundry income are recognised

when services are rendered.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)

b)

NEGATIVE GOODWILL

Negative goodwill arising on the acquisition of businesses
represents the excess of the Group’s share of the fair values
of the identifiable assets and liabilities acquired as at the

date of acquisition, over the cost of the acquisition.

To the extent that negative goodwill relates to expectations
of future losses and expenses that are identified in the
acquisition plan and that can be measured reliably, but
which do not represent identifiable liabilities as at the date
of acquisition, that portion of negative goodwill is
recognised as income in the income statement when the

future losses and expenses are recognised.

To the extent that negative goodwill does not relate to
identifiable expected future losses and expenses as at the
date of acquisition, negative goodwill is recognised in the
income statement on a systematic basis over the remaining
average useful life of the acquired depreciable/amortisable
assets. The amount of any negative goodwill in excess of
the fair values of the acquired non-monetary assets is

recognised as income immediately.

On disposal of businesses, the gain or loss on disposal is
calculated by reference to the net assets at the date of
disposal, including the attributable amount of negative
goodwill which has not been recognised in the income

statement and any relevant reserves as appropriate.
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2.

c)

PRINCIPAL ACCOUNTING POLICIES (continued)

PROPERTY, PLANT AND EQUIPMENT AND
DEPRECIATION

Property, plant and equipment are stated at cost or valuation,
being their open market value for existing use at the date
of revaluation less accumulated depreciation and impairment
losses. The cost of an asset comprises its purchase price
and any directly attributable costs of bringing the asset to
its working condition and location for its intend use.
Expenditure incurred after the assets put into operation,
such as repairs and maintenance, is normally charged to

the income statement in period in which it is incurred.

Changes in the values of land and buildings other than
investment properties, are dealt with as movements in the
property revaluation reserve. When a deficit arises on
revaluation, it will be charged to the income statement, if
and to the extent that it exceeds the amount held in the
reserve in respect of that same asset. On disposal of a
revalued asset, the relevant portion of the revaluation reserve
realised in respect of the previous valuations is transferred

to the income statement.

Depreciation is calculated on the straight-line basis to write

off the cost or valuation of each asset over its estimated

useful life. The annual rates are as follows:

Leasehold land Over the lease terms

Buildings 2.5% or over the lease terms,
whichever the shorter

Leasehold improvements 15% or over the lease terms,

whichever is the shorter

Furniture and fixtures 15%
Plant and equipment 15%
Motor vehicles 25%
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2.

c)

d)

PRINCIPAL ACCOUNTING POLICIES (continued)

PROPERTY, PLANT AND EQUIPMENT AND
DEPRECIATION (continued)

The gain or loss on disposal of property, plant and
equipment is the difference between the net sales proceeds
and the carrying amount of the relevant asset and is

recognised in the income statement.

INVESTMENT PROPERTIES

Investment properties are interests in land and buildings in
respect of which construction work and development have
been completed and which are held for their investment
potential with rental income being negotiated at arm’s

length.

Investment properties are stated at their estimated open
market value as determined by the directors at the balance
sheet date. Investment properties are not depreciated except
where the unexpired term of the lease is 20 years or less in
which case depreciation is provided on the carrying amount

over the remaining term of the lease.
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2.

d)

e)

PRINCIPAL ACCOUNTING POLICIES (continued)

INVESTMENT PROPERTIES (continued)

Changes in the value of investment properties is treated as
movements in an investment property revaluation reserve,
unless the total of this reserve is insufficient to cover a
deficit on a portfolio basis, in which case the amount by
which the deficit exceeds the total amount in the investment
property revaluation reserve is charged to the income
statement. Where a deficit has previously been charged to
the income statement and a revaluation surplus subsequently
arises, this surplus is credited to the income statement to
the extent of the deficit previously charged. Upon the
disposal of an investment property, the relevant portion of
the revaluation reserve realised in respect of previous
valuations is released from the investment properties

revaluation reserve to the income statement.

ASSETS UNDER LEASES

i) Finance leases
Leases that substantially transfer to the Group all the
rewards and risks of ownership of assets are accounted
for as finance leases. Finance leases are capitalised at
the inception of the lease at the lower of the fair
value of the leased assets or the present value of the
minimum lease payments. Each lease payment is
allocated between the capital and finance charges so
as to achieve a constant rate on all the capital balances
outstanding. The corresponding rental obligations, net
of finance charges, are including in long-term
liabilities. The finance charges are charged to the
income statement over the lease periods. Assets held
under finance leases are depreciated over the shorter

of their estimated useful life or the lease periods.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)

e)

g)

ASSETS UNDER LEASES (continued)

ii)  Operating leases
Leases where substantially all the rewards and risk of
ownership remain with the lessor are accounted for
as operating leases. Where the Group is the lessor,
assets leased by the Group under operating leases are
included in non-current assets and rentals receivable
under the operating leases are credited to the income
statements on the straight-line basis over the lease
terms. Where the Group is the lessee, the rentals
payable under the operating leases are charged to the
income statement on the straight-line basis over the

lease terms.

OTHER ASSETS

Other assets represent utensils, linen and uniforms. No
depreciation is provided on the initial purchase of utensils,
linen and uniforms which are capitalised at cost. The cost
of subsequent replacement of these items is charged directly
to the income statement in the year in which such

expenditure is incurred.

IMPAIRMENT OF ASSETS

Internal and external sources of information are reviewed
at each balance sheet date to identify indications that the
following assets may be impaired or an impairment loss
previously recognised no longer exists or may have

decreased:

- property, plant and equipment; and

- investments in subsidiaries.

An impairment loss is recognised whenever the carrying

amount of an asset exceeds its recoverable amount.
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2.

g)

PRINCIPAL ACCOUNTING POLICIES (continued)

IMPAIRMENT OF ASSETS (continued)

i)

ii)

Calculation of recoverable amount

The recoverable amount of an asset is the greater of
its net selling price and value in use. In assessing
value in use, the estimated future cash flows are
discounted to their present value using a pre-tax
discount rate that reflects current market assessments
of time value of money and the risks specific to the
asset. Where an asset does not generate cash inflows
largely independent of those from other assets, the
recoverable amount is determined for the smallest
group of assets that generates cash inflows

independently (i.e. a cash-generating unit).

Reversals of impairment losses

In respect of assets other than goodwill, an impairment
loss is reversed if there has been a change in the
estimates used to determine the recoverable amount.
An impairment loss in respect of goodwill is reversed
only if the loss was caused by a specific external
event of an exceptional nature that is not expected to
recur, and the increase in recoverable amount relates
clearly to the reversal of the effect of that specific

event.

A reversal of impairment losses is limited to the
asset’s carrying amount that would have been
determined had no impairment loss been recognised
in prior years. Reversals of impairment losses are
credited to the income statement in the year in which

the reversals are recognised.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)

h)

i)

i)

SUBSIDIARIES

A subsidiary is an enterprise in which the Company, directly
or indirectly, holds more than half of the issued share capital
or controls more than half of the voting power, or where
the Company controls the composition of its board of

directors or equivalent governing body.

Investments in subsidiaries are included in the Company’s
balance sheet at cost less any identified impairment loss.
The results of subsidiaries are accounted for by the

Company on the basis of dividends received and receivable.

Intra-group balances and transactions, and any unrealised
profits arising from intra-group transactions, are eliminated
in full in preparing the consolidated financial statements.
Unrealised losses resulting from intra-group transactions
are eliminated in the same way as unrealised gains, but

only to the extent that there is no evidence of impairment.

RELATED PARTIES

Two 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. Parties are also
considered to be related if they are subject to common

control or common significant influence.

INVENTORIES

Inventories, representing food and beverages, are stated at
the lower of cost and net realisable value after making due
allowance for any obsolete or slow-moving items. Cost,
calculated on a first-in, first-out basis, comprises all costs
of purchases, costs of conversion and other costs incurred
in bringing the inventories to their present location and

condition.
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2.

k)

1)

m)

PRINCIPAL ACCOUNTING POLICIES (continued)

ACCOUNTS RECEIVABLE

Provision is made against accounts receivable to the extent
that they are considered to be doubtful. Accounts receivable

in the balance sheet is stated net of such provision.

CASH EQUIVALENTS

Cash equivalents are short-term, highly liquid investments
which are readily convertible into known amounts of cash
without notice and which were within three months of
maturity when acquired. Cash equivalents include
investments and advances denominated in foreign currencies

provided that they fulfil the above criteria.

For the purposes of the cash flow statement, cash equivalents
would also include bank overdrafts and advances from banks

repayable within three months from the date of the advance.

PROVISIONS AND CONTINGENT LIABILITIES

Provisions are recognised for liabilities of uncertain timing
or amount when the Company or Group has a legal or
constructive obligation arising as a result of a past event, it
is probable that an outflow of economic benefits will be
required to settle the obligation and a reliable estimate can
be made. Where the time value of money is material,
provisions are stated at the present value of the expenditures

expected to settle the obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be estimated
reliably, the obligation is disclosed as a contingent liability,
unless the probability of outflow of economic benefits is
remote. Possible obligations, whose existence will only be
confirmed by the occurrence or non-occurrence of one or
more future events are also disclosed as contingent liabilities
unless the probability of outflow of economic benefits is

remote.

2.
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2. PRINCIPAL ACCOUNTING POLICIES (continued)

n)

0)

DEFERRED TAXATION

Deferred taxation is provided in full, using the liability
method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in
the accounts. Taxation rates enacted or substantively enacted
by the balance sheet date are used to determine deferred

taxation.

Deferred tax assets are recognized to the extent that it is
probable that future taxable profits will be available against

which the temporary differences can be utilized.

Deferred taxation is provided on temporary differences
arising on investments in subsidiaries, except where the
timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary differences

will not reverse in the foreseeable future.

TRANSLATION OF FOREIGN CURRENCIES

Transactions in foreign currencies during the year are
translated at exchange rates ruling at the transaction dates.
Monetary assets and liabilities expressed in foreign
currencies are translated at rates of exchange ruling at the
balance sheet date. Exchange differences arising in these

cases are dealt with in the income statement.

The financial statements of subsidiaries expressed in foreign
currencies are translated at the rates of exchange ruling at
the balance sheet date whilst the income statement is
translated at an average rate. Exchange differences arising

are dealt with as movement in exchange fluctuation reserves.

2.
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NOTES TO THE FINANCIAL STATEMENTS

PR AR B

31 December 2004

—FXNEF_H=F—H

2.

p)

PRINCIPAL ACCOUNTING POLICIES (continued)

EMPLOYEE BENEFITS

i)

ii)

Employment Ordinance long service payments

Certain employees of the Group have completed the
required number of years of service under the
Employment Ordinance, Chapter 57 of the Laws of
Hong Kong (the “Employment Ordinance”) to be
eligible for long service payments upon termination
of their employment. The Group is only liable to make
such payments where the termination meets the
required circumstances specified in the Employment

Ordinance.

A provision has not been recognised in respect of
such possible payments, as it is not considered
probable that the situation will result in a material
future outflow of resources of the Group. The Group’s
contingent liabilities in respect of such payments are

set out in note 26 to the financial statements.

Pension scheme

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the “MPF
Scheme”) under the Mandatory Provident Fund
Schemes Ordinance for all of its employees.
Contributions are made based on a percentage of the
employees’ basic salaries and are charged to the
income statement as they become payable in
accordance with rules of the MPF Scheme. The assets
of the MPF Scheme are held separately from those of
the Group in an independently administered fund. The
Group’s employer contributions vest fully with the
employees when contributed into the MPF Scheme,
except for the Group’s employer voluntary
contributions, which are refunded to the Group when
the employee leaves employment prior to the
contributions vesting fully, in accordance with the
rules of the MPF Scheme.

2.
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2. PRINCIPAL ACCOUNTING POLICIES (continued) 2. EZEFFBR )
p) EMPLOYEE BENEFITS (continued) p WEHRA ()
iii) Share option scheme iii)  WERBE B
The Company operates a share option scheme for the AN B ROA IR RERE # - By
purpose of providing incentives and rewards to eligible AR S 2 R A
participants who contribute to the success of the T E R 2 5 G 2 B Al
Group’s operations. The financial impact of share ) B 1m0 AR A R S R R

options granted under the share option scheme is not
recorded in the Company’s or the Group’s balance
sheet until such time as the options are exercised,
and no charge is recorded in the income statement or
balance sheet for their cost. Upon the exercise of share
options, the resulting shares issued are recorded by
the Company as additional share capital at the nominal
value of the shares, and the excess of the exercise
price per share over the nominal value of the shares
is recorded by the Company in the share premium
account. Options which are cancelled prior to their
exercise date, or which lapse, are deleted from the

register of outstanding options.

e 452 1 2 i HE 2 B 5
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EMZzEEAMRKA HE
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NOTES TO THE FINANCIAL STATEMENTS
AB R

31 December 2004 —FXUFE+H=1+—H

3. TURNOVER AND REVENUE 3. BmEBEBA
Turnover mainly represents the receipts from restaurant e SRy SRS A PN
operations. All significant intra-group transactions have been HERZEBNFHZY OGS
eliminated in the preparation of the consolidated financial FoF 5 k3R IR 3B 6
statements.
An analysis of the Group’s turnover and other revenue is as A 4 B 7 SE R S A A S BT R
follows:
2004 2003
HK$’000 HK$°000
T#7x T T
Turnover B
Receipts from restaurant operations AT 2 A 264,387 503,532
Sales of food manufactured HEM T &N 1,733 4,385
266,120 507,917
Other revenue HoA e A
Rental income, gross T4 g A HE 666 3,398
Sundry income M IE U A 331 1,850
997 5,248
Total revenue A 267,117 513,165
4. SEGMENT INFORMATION 4. HEER
No separate analysis of segment information by business or YA A B ) 2 E B S5 S R A
geographical segments is presented as the Group’s principal SH o O R o RN 2 S S i
business comprises mainly the operation of a chain of Chinese il <@ S VA o i

restaurants in Hong Kong.

Hon Po Group (Lobster King) Limited
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5.

GAIN ARISING FROM DE-CONSOLIDATION

OF SUBSIDIARIES

i)

ii)

Gain arising from disposal of subsidiaries

During the year, the entire issued shares of Hong Kong
Hon Po Food Factory Limited, a wholly-owned subsidiary
of the Company, were transferred to independent third
parties at a consideration of HK$2. Gain of HK$282,000
arose from the de-consolidation of the subsidiary in the

financial statements for the year ended 31 December 2004.

In previous year, Hon Po International Limited, the
Company’s wholly-owned subsidiary entered into sale and
purchase agreements with independent third parties to
dispose of four wholly-owned subsidiaries, namely,
Beautiguide Investments Limited, Bestrade Investments
Limited, Chai Wan Hon Po Restaurant Limited and Hon Po
Rich Harvest Limited at a nominal value of HK$221. Gain
of HK$41,397,000 arose on the de-consolidation of these
four subsidiaries in the financial statements for the year
ended 31 December 2003.

Gain arising from liquidation of a subsidiary

Gain of HK$7,170,000 arose from the de-consolidation of
a wholly-owned subsidiary of the Company, Milibless
International Development Limited, which was under

liquidation during the year.

In previous year, gain of HK$1,197,000 arose from the
de-consolidation of a wholly-owned subsidiary of the
Company, Harmony Sky Investment Limited, which was

under liquidation during the year 2003.

5.

PR A R S D 2 D B
Az Wik
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2 Wi 4% 245 282,000% IG -

KA RN — R A M A 7
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LN AU 3 NI SN
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NOTES TO THE FINANCIAL STATEMENTS
O BRI

31 December 2004 —FEMMFE+_H=+—H

6. (LOSS)/PROFIT FROM OPERATIONS 6. i (BH) A

AL 2 88 (R1R) i R 2 4Bk &

The Group’s (loss)/profit from operations is stated after crediting

and charging the following:

FA

2004 2003
HK$°000 HK$°000
T#x Tt
Crediting it A
Gain on disposal of property, hEWE ME R
plant and equipment AP € - 37,281
Gain arising from de-consolidation NCR A A
of subsidiaries A NRELE Z i 7,452 42,594
Rental income, gross FH AU A 44 %0 666 3,398
Charging £l
Auditors’ remuneration A% BT P 4 580 800
Loss on disposal of property, HEWE- RE K&
plant and equipment A 2 M R 4,710 -
Loss on disposal of other assets A At & B 2 s 1R 779 -
Cost of inventories consumed £ FE A B 79,337 164,740
Depreciation Eiik 6,354 8,801
Staff costs (including directors’ B LA (HEESH
remuneration — note 12): M — B E12) -
Wages and salaries and T& -#Hak
other staff benefits HoAh 8 T 48 Rl 108,436* 187,124
Pension scheme contributions FERY NS KT 4,438 8,441
Minimum lease payments b KT R ETHA
under operating leases 2 AR 4
on land and buildings: i3
Related companies B 8\ 7] 4,523 7,896
Certain fellow subsidiaries # T [A] 2 Wt 2w
for the benefit of the M 32 1 Jo 3 4¢
ultimate holding company P B 2 ) 4,185 12,559
Third parties =0 24,222 42,931
Provision for impairment of leasehold & 1 #h J¢ ## 5
land and buildings 2 W AE E - 540
* Included in the staff costs are the severence payments of approximately * B T 45 48 WU 478,421,0009 00 (=%
HK$8,421,000 (2003: HK$2,751,000). F =4 12,751,000 78) ©

Hon Po Group (Lobster King) Limited
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BB R T
31 December 2004 —EFFPULAE+"H =+—H
7. FINANCE COSTS W B AR
2004 2003
HK$’000 HK$’000
T ¥t Fisoc
Interest on bank loans and overdrafts  $R1T &R LB L 2 F & 348 3,346
Interest on other loan Ho A 4 3RS 1,123 77
Interest on finance leases BER A 2 H B 44 50
1,515 3,473

8. TAXATION

Hong Kong profits tax has been provided for at the rate of 17.5%

(2003: 17.5%) on the estimated assessable profits for the year.

The amount of taxation charged/(credited) to the consolidated

income statement represents:

T s FIAS LTI AR B A4 B 2 Ah T E R B
BB R175% (ZFFE=4:17.5%)

AR AW AR RS (RHEA) ZBLUH &

2004 2003

HK$°000 HK$’000

T T T

Hong Kong profits tax T v 115 Bl 31 619
Overprovision in prior year FEAF 8 R B (318) (623)
Deferred taxation (note 15) R SE Bl IH (B 15) 3,039 (1,409)
2,752 (1,413)
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NOTES TO THE FINANCIAL STATEMENTS
AB R

31 December 2004 —FEMMFE+_H=+—H

8. TAXATION (continued) 8. ﬁéIE (#5)
The charge/(credit) for the year can be reconciled to the (loss)/ FERFIE GEA) Bk ERZ U
profit per the income statement as follows: ) R B
2004 2003
HK$’000 HK$’000
T# T THE oo
(Loss)/profit before taxation BRBLRT (B8 i A (37,247) 28,751
Effect of tax at Hong Kong profits 275 W 1S BB 17.5%
tax rate of 17.5% (2003: 17.5%) (ZEF =4 117.5%)
RTE BB (6,518) 5,031
Income that are not taxable FEFRBL YA (4,076) (44,229)
Expenses that are not deductible A a] F0 96 B 2 4,806 31,626
Increase in deferred tax assets B s R 15 BLBL 1M
resulting from an increase M Ae 2 R 4 B TH
in Hong Kong profits tax rate B S - (278)
Increase/(Decrease) in deferred taxation % ZEBLIE G I~ (3 7V) 3,284 (1,689)
Utilisation of tax losses &) Bl TEH i 18 11n (348)
Unused tax losses not recognised R 2 K B R JE s 1R 7,440 11,084
Temporary timing difference W R (1,755) (2,639)
Others HoAtb (318) 29
2,752 (1,413)
Taxation payable in the consolidated balance sheet represents: ARG EEAMKREN 2B
2004 2003
HK$’000 HK$°000
T# L T ¥ 70
Hong Kong profits tax T Uk 15 Bl 107 826

Hon Po Group (Lobster King) Limited o
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10.

11.

(LOSS)/PROFIT ATTRIBUTABLE TO
SHAREHOLDERS

The net loss attributable to shareholders includes a loss of
approximately HK$15,373,000 (2003: profit of HK$5,981,000)
which has been dealt with in the financial statements of the

Company for the year ended 31 December 2004.
DIVIDENDS

No dividend was paid or proposed for the year ended 31 December
2004, nor has any dividend been proposed since the balance sheet

date.

(LOSS)/EARNINGS PER SHARE

The calculation of basic loss per share for the year ended 31
December 2004 is based on the loss attributable to shareholders
of approximately HK$39,988,000 (2003:
HK$31,223,000) and the weighted average of 630,000,000 (2003:
630,000,000) ordinary shares in issue during the year.

profit of

Diluted (loss)/earnings per share is not presented as there was no
dilutive potential ordinary shares in existence for the years ended
31 December 2004 and 31 December 2003.

10.

11.

JBe SR AL (B 18)
iz A

BE ERNE+ A=+ —HILFEE
TE AN A 2 B 5 i 3% v > e RO A i 18
R LG R 1R 415,373,000 00 (%
= AF % 0 5,981,00005 J6) e

JBe 8.

WECEFNET A S+ H I
S 0 32 o SR O T B 5
O M kA T I <

T EH) B

BE ERNE+ A=+ —HILFEE
2 A I A e 4R AR AF TR I SR A s
5 4739,988,000%# 70 ( = FF =4 : i Fl
31,223,000%% 0) K B #5475 48 I T
¥ B B 630,000,000/ ( — FF =
4£ 1 630,000,000/8% ) 754 -

HRAERE _EENFE+_A=1T—HK
CEREFEZFETZH = — B
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31 December 2004 —FXUFE+H=1+—H

12. DIRECTORS’ AND EMPLOYEES’

12. EFKER

EMOLUMENTS P I
a) Details of directors’ emoluments are: a) WHEFMZFEBWT:
2004 2003
HK$’000 HK$’000
T#x T oc
Fees for executive directors HITHEFWM S 3,000 3,000
Fees for non-executive directors  JF ¥ 17 & 2 4l & 1,200 1,200
Fees for independent 7 9 AT
non-executive directors M A 215 30
Other emoluments for HATES
executive directors: 2 HoAth 57 B
— Basic salaries, allowances and — — Z& 7 37 4~ @ A
benefits in kind V&-SEES - -
— Contribution to — B EH
pension scheme 3 63 60
4,478 4,290
b)  Analysis of directors’ emoluments by number of b) e A0 N W B 3 T R R o b 2
directors and emolument ranges are as follows : e F -

Number of directors

L& VN
2004 2003
Nil to HK$1,000,000 48 % 1,000,000 7T 10 12

Hon Po Group (Lobster King) Limited
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12. DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (continued)

b)

Analysis of directors’ emoluments by number of
directors and emolument ranges are as follows:

(continued)

The five highest paid individuals during the year included
five (2003 : four) directors, details of whose remuneration
have been disclosed above. Details of the remuneration of
the remaining one non-director in 2003, highest paid

individual are as follows:

12. EHE KRR
T )

b) B A Y B R ) A 2
PHMwTF: ()

T AR 4 BE A v e PN 4
TS (BT AR PUfy) 28
PR A b SO R < LR —
TR ARy IR B A
ANEZH e :

2004 2003
HK$’000 HK$’000
T ¥t T T

Basic salaries, other allowances FEARFT 4 HoA AR
and benefits in kind V& -k - 715
Pension scheme contributions AR FEE L K - 12
- 727

The number of the five highest paid individuals whose
remuneration fall within the following bands were as

follows:

J& A LA B <5 4Ll 2 A B v
P A T

2004 2003

Nil to HK$1,000,000 48 % 1,000,000 7T
During the year, no emoluments were paid to the five highest
paid directors as inducement to join or upon joining the

Group or as compensation for loss of office.

T AR R > A B 9 I 48 1] T 44 i v
P o ST (T 1R 2 I AR
4 [ B A IR 2 B8 < mOPE Ry AR

A o
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31 December 2004 —FXUFE+H=1+—H

13. PROPERTY, PLANT AND EQUIPMENT

13. Y3 Wi Bt i

Group
A4
Leasehold Furniture
land and Leasehold and Plant and Motor
buildings improvements fixtures  equipment vehicles Total
AL Al 731y W 5 B
L SR ES T ] EH % i Wi A
HKS$°000 HKS$°000 HKS$°000 HKS$°000 HKS$°000 HKS$°000
Tt Tt Tt Tt Tt Tt
Cost or valuation Jﬁlkﬁkﬂfﬁ
At 1/1/2004 ZEENE—H]—H 1,220 95,176 34,974 2,166 908 134,444
Additions NE - 66 56 - - 122
Disposals & (1,220) (39,224) (16,550) (2,166) (151) (59,311)
At 31/12/2004 ZEENFEFZH=+—H - 56,018 18,480 - 757 75,255
Accumulated depreciation
and impairment BRI B
At 1/1/2004 ZEENE—~H—H 570 70,016 20,300 131 239 91,256
Charge for the year EE TR - 3,782 2,391 51 130 6,354
Written back on disposal Hh B Ry 48 [ (570) (32,038) (10,016) (182) (94) (42,900)
At 31/12/2004 ZEER A
+=-H=+—H - 41,760 12,675 - 275 54,710
Net book value Hﬁﬁﬁ{ﬁ
At 31/12/2004 ZEFN4E
+=ZH=+—H - 14,258 5,805 - 482 20,545
At 31/12/2003 TR =LA
+-HA=+—H 650 25,160 14,674 2,035 669 43,188
Representing: &3
At cost A - 56,018 18,480 - 757 75,255
At valuation j:ﬁ‘" ﬁ {E - - - - - -
- 56,018 18,480 - 757 75,255

Hon Po Group (Lobster King) Limited
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13.

14.

PROPERTY, PLANT AND EQUIPMENT (continued)

The net book values of the properties, plant and equipment of the
Group held under finance leases included in the total amount of

properties, plant and equipment were as follows:

13. ME-WE Rkt o)

A4 EAR R RGN 2E E
KB MEIET R EEEY - BB
HEEINT

2004 2003

HK$’000 HK$°000

T# L T T

Plant and equipment W B i - 1,014
Motor vehicles HH 451 548
451 1,562

As at 31 December 2003 and 2004, the Company had no property,

plant and equipment.

INTERESTS IN SUBSIDIARIES

i S R e UK S S e o
— H o A ] A AT AT W 6 RS Mk
o

14, 7 B JBg 2 W] 2 HE 28

Company
AR )
2004 2003
HK$’000 HK$’000
T AR
Unlisted shares, at cost I b R i A 191,464 191,464
Amounts due from subsidiaries JRE i B JE 2 ] K IH 9,163 12,240
200,627 203,704
Less : Provision for impairment FIBR © I (B 43 A (180,000) (167,000)
20,627 36,704

The amounts due from subsidiaries are unsecured, non-interest

bearing and not repayable within one year.

JRE i A JoB 2 R 2 R T SRR - S S

I — AR -
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31 December 2004 —FXUFE+H=1+—H

14. INTERESTS IN SUBSIDIARIES (continued) 14, 7 Bk JEg 2 wl 2 BE 2R (a0
Details of the Company’s subsidiaries as at 31 December 2004 AL ] ﬁ‘ EENEF+_J=+—HZ
are as follows: Rt Jag 2 \) & R AN R
Country/
place of Country/ Issued and
incorporation/ place of Principal fully paid Percentage of
Name establishment operation activities share capital interests held
Directly Indirectly
R 9 A BERE
B £ CE VY] % BV CHATRMERA  HHERT R
% Ih] 4%
Hon Po International British Virgin Hong Kong Investment Ordinary US$151 100% -
Limited Islands and intellectual
property holding
P A R SR IR LR 7 s 34 ¢:119/3 L1515 00 100%
5 A7 R0 E
A. Top Investment Limited Hong Kong Hong Kong Dormant Ordinary - 96%
HK$12,000,000
Class A (Note)
HK$11,500,000
— G R it i LR £ &8 K - 96%
12,000,000 7o
ABUB (FFRE)
11,500,000% 7o
Bestcase Hong Kong Limited Hong Kong Hong Kong Operation of Ordinary - 100%
a Chinese HK$6,000,000
restaurant
TR A A it ] A s & 4 1% 6,000,000 7T - 100%
Dragongem Development Hong Kong Hong Kong Operation of Ordinary HK$100 - 100%
Limited a Chinese Class A (Note)
restaurant HK$21,250,000
MR EBRA M i R e oh A 3 % 1003 7T - 100%
ABUB (HFE)
21,250,000 7o
Hon Po Bright Ocean British Virgin Hong Kong Dormant Ordinary US$1 - 100%
Enterprises Limited Islands
EENFEAEFRAA B IR LB R il LR T £ e i 155 0T - 100%
Hon Po (China) Catering Hong Kong Hong Kong Dormant Ordinary HK$10,000 - 100%
Management Limited
EE CPE) ki itk it A ¥ 2 [ 10,0009 7T - 100%
FHIRAF
Hon Po Management Limited Hong Kong Hong Kong Sourcing Ordinary HK$2 - 100%
business and Class A (Note)
property HK$100
investment
WHEEARA R i it RIGED R LR @R T - 100%
AR (R
1005 7T

Hon Po Group (Lobster King) Limited
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) =1 3% .
14. INTERESTS IN SUBSIDIARIES (continued) 14. J% M 2y W] Z RE AR ()
place of Country/ Issued and
incorporation/ place of Principal fully paid Percentage of
Name establishment  operation activities share capital interests held
Directly Indirectly
3 WA BERK/
2l £ CEVET ] L] FEEH CEORMRBA AR R
A 1A 4%
Hon Po Sunny Bright British Virgin Hong Kong Dormant Ordinary US$1 - 100%
Developments Islands
Limited
FEBOLRRARA A B U-aeid ] i LR 3£ SRt SEFH - 100%
Hong Kong Hon Po Hong Kong Hong Kong Production of Ordinary HK$10,000 - 100%
Food factory seasonal
Limited* food
e v T A AT R &l i T R & 4 1§ 10,0007 7T - 100%
Jing Hua (Allied) Limited Hong Kong Hong Kong Operation of Ordinary HK$10,000 - 100%
a Chinese Preference
Restaurant HK$3,000,000
HE B G AR & & LN & 3 15 10,0007 IT - 100%
15 3£ 183,000,000 7T
Jing Hua Restaurant Hong Kong Hong Kong Dormant Ordinary HK$10,000 - 100%
Limited Preference
HK$3,000,000
A R R & & W 3 & 3 1K 10,0007 IT - 100%
15 58 183,000,000i 7T
Metropolis Harbour Hong Kong Hong Kong Operation of Ordinary HK$10,000 - 100%
View Chinese a Chinese
Cuisine Limited restaurant
SR RA R & & g R & 3 1K 10,0007 IT - 100%
Milibless International Hong Kong Hong Kong Dormant Ordinary HK$100 - 100%
Development Class A (Note)
Limited** HK$6,000,000
A B R A TR A il i LR T - £ & 8 I 100% 7T - 100%
ABUBE (W 5E)
6,000,000 7T
More Development Limited Hong Kong Hong Kong Dormant Ordinary HK$100 - 100%
Class A (Note)
HK$28,000,000
LB RAT R A R i W % 78 I 1009 7T - 100%
ABURE (BT
28,000,000 7T
Ocean Grace Investments Hong Kong Hong Kong Operation of Ordinary HK$2 - 100%
Limited a Chinese
restaurant
EHBEARA R & it 0 S 38 I 21 T - 100%
Open Global Investments British Virgin Hong Kong Dormant Ordinary US$1 - 100%
Limited Islands
T HR AR B A R B U-aeid ] i LR 3-£ SRt SEFH - 100%
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14. INTERESTS IN SUBSIDIARIES (continued)

14. FAMHE AR Z HES (4)

place of Country/ Issued and
incorporation/ place of Principal fully paid Percentage of
Name establishment operation activities share capital interests held
Directly Indirectly
3L WA BERK/
AR B b W FEEH CHRITRMRRA ARSI
A I %
Oriental Team Investments Hong Kong Hong Kong Dormant Ordinary - 67%
Limited HK$18,200,000
B G R R it & R L-£5 4 1% 18,200,0007 7T - 67%
Rich Source Management British Virgin Hong Kong Dormant Ordinary US$10,000 - 99%
Limited Islands
R A R A W SR IR LR 7 i LR 3ES ¥ 15 10,0005 7T - 99%
Victory Impact British Virgin Hong Kong Dormant Ordinary US$1 - 100%
Limited Islands
i AT PR 2% P B LR it W i W8 10 - 100%
* The subsidiary was disposed of to independent third parties * Mg AFCHE TRILE =T
wk The subsidiary was wound up by a court order o FA JB8 2 7] 4% 1 e 4> T i

Note: The Class A shares carry no rights to dividends, no rights to attend or vote at
general meetings and no rights to receive any surplus assets in a return of
capital in a winding-up (other than the nominal amount paid up or credited
as paid up on such shares, after the sum of HK$100,000,000,000,000 has
been distributed to the holders of the ordinary shares of the relevant companies

in such winding-up, if any).

L}

B ABB M RE = A B R I RE R R IR K
e T B BEE DS I RE A R R
VR TR AR R WS IBAT: o] 282 6 Y R A BRI AR
(W) v 2w A B F R A
7k 100,000,000,000,000%% 7T 4 %8 15 4 BH i £
R SN R IR SOL 2 T E R AN o

Hon Po Group (Lobster King) Limited
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AT bt o
31 December 2004 —FFPYLEF—H =+—H
15. DEFERRED TAXATION 15. %% 3 A JH
The followings are the major deferred tax assets and liabilities A% AR B A A AR B AR AR R 2 R
recognised by the Group during the current and prior year: MERLIE K E K ABWT
2004 2003
HK$’000 HK$’000
T#IL T ¥ o0
Deferred tax assets Y %t BL X ¥
The movements for the year AN 2 R RE B IE
in the deferred tax R S )
assets are as follows: e
At beginning of the year EH) 5,233 3,824
Transfer (to)/from i (%) )
income statement (note 8) Wz R (Bt sE8) (3,039) 1,409
At end of the year R 2,194 5,233
2004 2003
HK$’000 HK$’000
T#T T oT
Deferred tax liabilities YE % B I £1 4%
The movements for the year N 2 R SE B IH
in the deferred tax HEEE)
liabilities are as follows: e
At beginning of the year EY) 130 688
Overprovision in prior year 1 4 R AR B - (558)
At end of the year AR 130 130
16. INVENTORIES 16. 78
2004 2003
HK$’000 HK$°000
T#L T oo
Food and beverages i Kok 3,993 10,933

At 31 December 2004, no inventories were stated at net realisable

value (2003 : Nil).

R ZFFNAEF ] = o A
BT BB AR (T F =) -

Annual Report 2004 4F-#

Hon Po Group (Lobster King) Limited
BRI (FEMBRE) A RA T




NOTES TO THE FINANCIAL STATEMENTS

62 7 2
B ERR Mt 5
31 December 2004 —FEPAEAF A =+—H
17. ACCOUNTS RECEIVABLE 17. JEWOIR 3%
Customers are usually offered a credit period ranging from one EFE—BRERSZEEHA —E£=ZMAR
to three months. An ageing analysis of accounts receivable after FoERIRFA —FEENFE+T+ _H =1
provision as at 31 December 2004 and 31 December 2003 is as —HE-EEZ=ZF+"A=+—HZIE
follows: B> M N
2004 2003
HK$’000 HK$°000
T# T T T
Current to 3 months Bl & =1 A 1,041 1,582
18. ACCOUNTS PAYABLE 18. WE AT HR 3K
The ageing of the accounts payable of Group fell within the AEEMP ZEEZNE+ A =ZT—HK
range of one to twelve months as at 31 December 2004 and 31 CERRZFT A= —HIESRN T —
December 2003 is as follows: FA A Z BEA IR T
2004 2003
HK$’000 HK$°000
T# L T4 70
Current to 3 months B s =18 H 7,808 19,101
4 to 6 months WS (D! 547 651
Over 6 months A S A 4,982 1,502
13,337 21,254
19. AMOUNT DUE TO IMMEDIATE HOLDING 19. BEAF E 8% B A

COMPANY

The amount due to the immediate holding company is unsecured,

interest free and is repayable on demand.

A L 4 4 R 2 ) KIS AR AT S B
T 7% e 2850 R 1 2R o

Hon Po Group (Lobster King) Limited
BRI (UK E) A RAH
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B
31 December 2004 —EFFPULAE+"H =+—H
20. BANK OVERDRAFTS AND BANK LOANS 20. SRATE X KSR AT B
Group Company
A AR A
2004 2003 2004 2003
HK$’°000 HK$ 000 HK$°000 HK$’000
T#x T T T
Bank overdrafts AT L - 327 - -
Bank loans wholly repayable: ZER T 51 1 BR 7 8
B3 2 17 8
Within one year — 4K 602 8,762 - 1,400
In the second year - 642 602 - -
In the third to fifth year BEEE AR 566 1,207 - -
1,810 10,898 - 1,400
Portion classified as current liabilities £ 51 {E i B & i 4 (602) (9,089) - (1,400)
Non-current portion FF B HA 8 45 1,208 1,809 - -
ATERENES H =+ —H > AEH

At 31 December 2004, the Group’s banking facilities were

supported by corporate guarantees executed by the Company (note

26) and personal guarantees executed by certain directors.

N —

Z SRAT R B RRUBE R AR A R L 2 8 R
R (B aE26) Jooy T % 2 50 2 ¥
PRAFAE A o

Annual Report 2004 4F-#

Hon Po Group (Lobster King) Limited

BEITR M (K E) ARAF




64

NOTES TO THE FINANCIAL STATEMENTS
AB R
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21. OBLIGATIONS UNDER FINANCE LEASES

At 31 December 2004, the total future minimum lease payments

under finance leases and their present value, were as follows:

21. BEMA EAE

BOEENE A= E R
LA T AAC AL 40 2 48 % L BL

LU

Minimum

lease payments

Present value
of minimum

lease payments

T K AL&Y
I5e A AL &5 3 4 i AT BB
2004 2003 2004 2003
HK$’000 HK$000 HK$000 HKS$’ 000
Group ARLEH T# K T T T# L T T
Amounts payable JRE A 3K TH
Within one year — 4N 185 615 162 576
In the second year B 47 367 47 342
In the third to fifth years B oEEEAE - 47 - 42
Total minimum lease payments B ARAH 4 34 A 232 1,029 209 960
Future finance charges R A Rl (23) (69)
Total net finance lease payables JRE AT Rl AR 4 Y
AT 209 960
Portion classified as current liabilities & 5/ i 8 & & 3 4 (162) (576)
Non-current portion FF RO HA R £ 47 384

At 31 December 2003 and 2004, the Company had no obligations

under finance leases.

ROEESE R CFFWE L
— F ARy AL SR R 4 BT -

Hon Po Group (Lobster King) Limited
BRI (UK E) A RAH
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22. ISSUED CAPITAL 22. BEEAT IR AR

2004 2003
SREWE “RREE
Number Number
of shares Amount of shares Amount
Befr % H &H i 0 B H EH
HK$’000 HKS$’000
T#x T#T
Authorised ordinary shares of BT B 0.019 76 2
HK$0.01 each e
At 31 December +ZHA=+—H 10,000,000,000 100,000 10,000,000,000 100,000
Issued and fully paid ordinary shares of HREEOE L ZE
HK$0.01 each BT ML
At 31 December +ZHA=+—H 630,000,000 6,300 630,000,000 6,300
Share option scheme Vi JBE 4 il

The Company operates a share option scheme (“Scheme”) for
the purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s
operations. Eligible participants of the Scheme include the
Company’s directors, including independent non-executive
directors, other employees of the Group, suppliers of goods or
services to the Group and sub-contractors of the Group. The
Scheme became effective on 18 February 2002 and, unless
otherwise cancelled or amended, will remain in force for 10 years

from that date.

The maximum number of unexercised share option currently
permitted to be granted under the Scheme is an amount equivalent,
upon their exercise, to 30% of the shares of the Company in
issue at any time. Any further grant of share options in excess of

this limit is subject to shareholders’ approval in a general meeting.

Ay B AT — R RE S (TR R
1) o H Y R SR K ] R T A
EEMZEGRBAAERMZAERSZ T
HeoZat B2 A EMS THEULHAL A
EH (WHEBIIEATES) AEEH
o A B~ A4 ] 2 B S A 7 D
L L PV RONERE R ) A S e
ZH AN ARG A ROz H R S
4 (BR IR 55 17 BUE (B 7T -

MRPEZF B AN R BAT AT 42 1 22 RATAE
W MR RS E b R () A AT (0 IR A 0 )
A o] W57 ] 2 85 AT B A3 19 30% o AT {8 3R
W b BR A 2 e TR b A IR K
A5 ) B R A
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22. ISSUED CAPITAL (continued)

Share option scheme (continued)

Share options granted to a director, chief executive or substantial
shareholder of the Company, or any of their associates are subject
to approval in advance by the independent non-executive directors.
In addition, any share option granted to a substantial shareholder
or an independent non-executive director of the Company, or to
any of their associates, in excess of 0.1% of the shares of the
Company in issue at any time or with an aggregate value (based
on the price of the Company’s shares at the date of the grant) in
excess of HK$5 million, within 12 months period, are subject to

shareholders’ approval in advance in a general meeting.

An option may be exercised in accordance with the terms of the
Scheme at any time during the period commencing immediately
after the date on which the option is deemed to be granted and
accepted and expiring on a date to be notified by the directors to
each grantee which shall not be more than 10 years from the date
on which the option is deemed to be granted and accepted.
According to the Scheme, there is no provision requiring a
minimum holding period before an option may be exercised. A
nominal consideration of HK$1 is payable on acceptance on grant

of an option under the Scheme.

The exercise price of the share options is determinable by the
directors, but may not be less than the higher of (i) the Stock
Exchange closing price of the Company’s shares on the date of
grant of the share options; (ii) the average Stock Exchange closing
price of the Company’s shares for the five trading days
immediately preceding the date of the grant; and (iii) the nominal

value of the Company’s shares.

Share options do not confer rights on the holders to dividends or

to vote at shareholders’ meetings.

At the balance sheet date and up to the date of approval of the
financial statements, no share options have been granted under

the Scheme.

22. BT IRA (1)

i I it B (A

B AL A A AT B R
ol AT A B 8N e i P 0 ZH S 5 1
B %8 57 JF BUAT EE S AL - B AL S AR A
+ AR A AR T A A R R B L
I BT I AT T BN e B B
T A A 2y AT AR IR TR 8 AT R 2
0.1% 55 A8 (F B T 85 W oo 2 et (KA
27 W HE 2 FU A AR 28 W) AR (B AR
HLHE) 7 ST A B HROR AT IR L i

S PR AR A R Wt A 2 H &
A RN R 2 B
fH] > A 42 5 w1 ) 22 Ak S B R AT o
HE 5% BT 1 0 i MR o 0 A0 432 o
i 2 B AT B 4 o IR R
) A7 ol 19 M I 7 e A AT 2
SE o R a2 wH B B A IR T R A
2 G ANER T

s HEE A ok 1Sy 7 S RO MR DR
A=A 2 d o A B GRS ERRE 2
A 2% ) B A7 8 B 5 B 2 Wi 4 (i 2%
FEA T 0 FEOHE 2 F i T 8 26 F IS
P AR 2 F) ey 2~ E T 8 2 (i AR
28 B T {E

1 R 7 0 MU 4R A A WS R JE  ie

WK BB 2 A -

JREH B MR A B R HE R Ak
N7 40 AR 9 5% s A L AR
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23. NOTES TO THE CONSOLIDATED CASH 23. AR A Bl e ERZ Wk
FLOW STATEMENT
2004 2003
HK$’000 HK$’000
T#x THE I
Net assets of subsidiaries disposed: LB B B o ) A
Property, plant and equipment Y- BB I - 196
Other assets A ¥ - 342
Inventories & - 288
Accounts receivable JRE W e 3K 6 56
Prepayment, deposits and TA AT B 5T 4 K
other receivable e Alh JBE i 210E 1,352 499
Tax recoverable A Wi ] A 1A - 909
Cash and bank balances B KOSRAT &5 B 41 279
Accounts payable JRE AF B 3K (1,840) (21,585)
Other payable and accruals At AF 2k TE K E ST A (1,011) (101)
Bank overdrafts and bank loans BRAT % ST AR AT K - (966)
(1,452) (20,083)
Contributed surplus realised th 5 TRy 5 51
on disposal BB (6,000) (22,511)
Gain on disposal of subsidiaries th B B o B 2 i AR 7,452 42,594

Net cash (outflow)/inflow arising on disposal of subsidiaries:

o B A R IRE A AR 2 Bl ()

2004 2003

HK$°000 HK$’000

T F ik or
Cash and bank balances Bl 4 MR AT &5 R 41) (279)
Bank overdrafts RATIH L - 966
41) 687
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24. OPERATING LEASE COMMITMENTS

The Group leases certain of its restaurants, staff quarters, offices
and warehouses under non-cancellable operating lease
arrangements with remaining lease terms ranging from one to six

years.

At 31 December 2004, the Group had total future minimum lease
payments under non-cancellable operating leases falling due as

follows:

24.

R ML BRI

A AR T AR 9 AS VT HR 8 A A 40 22 BEAEL T
AT B T & A E R iR
A — BN R

REFFNETZH=+—H > A%H
AR 5147 1) 21 ) 2 A T iy 48 4 AL
H) 2 R A AT e IR R < AR -

2004 2003

HK$°000 HK$’000

T# Tt

Within one year A —4E A 21,580 39,140
In the second to fifth years, inclusive 5% W 4 & 55 A 4F (B35 & B W 4F) 61,536 98,064
After five years T AE PUAR - 3,080
83,116 140,284

At the balance sheet date, the Company has given corporate
guarantee in favour of a landlord to secure for future minimum
lease payments of a wholly-owned subsidiary amounting to
approximately HK$27,810,000 (2003: HK$35,370,000).

At 31 December 2003 and 2004, the Company did not have any

other significant operating lease arrangements.

WHEEH - AANF— R E WG A A
2 AR e A L B AN 3K #927,810,000%5 7T
(&% =4 35,370,000 70 ) 7] — 2
TR A FE R -

REFF =R FFNEFT A=
— H > AR 24 ] Sl AT e R At O AR AR
CIR/ 7
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25.

RELATED PARTY TRANSACTIONS 25. B ANLAZ 5
During the year, the Group had the following significant AR AR B AF 2 R BB 2N AT DL R E R
transactions with related parties: YR
2004 2003
Notes HK$’000 HK$°000
BiF 5 T#x T T
Purchases of foodstuffs [ R 72 2 )
from related companies 0 & i) 182 1,669
Minimum lease payments under ol R RS ) AR A
operating leases on land and AT T B E Y
buildings paid to related companies D ALA A 3K ii) 4,523 7,896
Minimum lease payments under P b R pE 0 RS T A
operating leases on land and (iR RN ) PA
buildings paid to certain fellow 1M 52 4 2oy B S 18 I /A )
subsidiaries for the benefit of 1 Jc 0 T £ A5 3k
ultimate holding companies iii) 4,185 12,559
Licence fees income received KBFELEHA
from non-wholly owned subsidiaries B B8 8 W) 2 F AT R iv) 83 372

Notes:

i) The Group purchased foodstuffs from Tung Cheong Hong and Pacific Good

Trading Limited, both of which are beneficially owned by a director of the

Company.

The directors of the Company, having regards to the cost of similar

foodstuffs obtainable from third parties, consider that the purchases of

foodstuffs were charged with reference to cost.

This related party transaction also constitutes a connected party transaction

as defined under the Listing Rules.

B :

i) AR T ) () B AT R BT 5 A R 4R
fodhe LR AR B M AL — L ERE
it B A o

AN T EFEEBERE =ZTTRE B A
i 2 IR TS B A Z SRIEHETY 275 R
T Wi 1

S R A 5 B L I B Y B
Nz e
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—EEPE A=A —H

25. RELATED PARTY TRANSACTIONS (continued)

ii)

iii)

iv)

The rental expenses were paid to N.W.P. Investments, To Sang Management
Company Limited (“To Sang Management”) Composite Interest Limited
(“Composite”) and Wong Chun Ming Development Fund Company Limited
(“WCM Fund”). To Sang Management is beneficially owned by certain
directors of the Company. Composite and WCM Fund are beneficially owned
by Mr. Wong Chun Ming who is a minority shareholder holding 4.17%
interest in A. Top Investment Limited (“A. Top”), a subsidiary of the
Company. The rental expenses were based on the tenancy agreements signed

by the Group.

These related party transactions also constitute connected party transactions

as defined under the Listing Rules.

Certain properties beneficially owned by the ultimate holding company and
the Immedidate holding company were leased to the Group for its operations.
The rental expenses were based on the tenancy agreements signed with the

Group.

These related party transactions also constitute connected party transactions

as defined under the Listing Rules.

A. Top and Oriental Team Investments Limited (“Oriental Team”) are non-
wholly owned subsidiaries of the Company. Mr. Wong Chung Ming is a
director of both A. Top and Oriental Team. He is also interested in
approximately 4.17% in the ordinary shares of A. Top. Mr. Wong and his
family are beneficially interested in Megalopolis Limited which in turn
holds approximately 32.97% of ordinary shares in Oriental Team. The Group
has granted a trademark licence to A. Top and Oriental Team at a monthly

licence fees income calculated at 0.5% of the gross turnover.

25. B ANER G 4)

ii)

iii)

iv)

T 2 B 32 79 320 T A AR R A A A R
ANE(THEAES ) R EE AR A

([ Hf]) M Wong Chung Ming
Development Fund Company Limited

(T'WCM Fund]) <A B AN R AT
R E 46 B A S X WCM FundJ3 b
$ e A T AR A > P8R S AR By R A R
BAR—EBREARAR (T—5]) #a
4.17%HE % 2 /0 BB o A0 6 B ST AA SR
I O 2 WD 2 AR oy A M

56 R N b 5 5 R R TR R 3 Y
B L5 5 e

A IR 20 B 2 AT 2
BT R AT A 1 B
4 327 A S 4 T 2 L
it

U2 B 2 N 52 B 7 R 22 BT I T R R
ERMBEEN LY

— 5 KRR E AR AR (TR AN
CIEES < ¥- iy A e (e sk b
568 B B PR HE S o B A — e 2 % 0 S b B AT
a7t  TRAERKFIREHIFH
Megalopolis Limited 2 # 1 - 1fii Megalopolis
Limited Il £ A B A 2 ¥ %8 i v 4932.97 % HE
fit o AAE T B 1) — 5 S B R AR T AR T AT
RG] EF A R TS
0.5%t 5 o
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26.

CONTINGENT LIABILITIES

At 31 December 2004, a number of current employees had
achieved the required number of years of services to the Group
in order to be eligible for long service payments under the
Employment Ordinance should their employment be terminated
under certain prescribed circumstances. Provision has not been
made recognised in respect of such possible payments, as it is
not considered probable that there will be a material future outflow

of resources from the Group in respect thereof.

The Group has contingent liabilities in respect of future payments
to employees under the Employment Ordinance and as detailed
in note 2(p) to the financial statements, “Employee Benefits”,
with a maximum possible amount of HK$6,700,000
(2003: HK$23,322,000) as at 31 December 2004.

At 31 December 2004, except for the corporate guarantee given
by the Company in support of banking facilities granted to a
subsidiary as set out in note 20 and the corporate guarantee for
operating lease commitment of a wholly-owned subsidiary as set
out in note 24 to the financial statements, the Company has no

other significant contingent liabilities.

26.

2R B

BIUEE—FZENE+ A =+—H &
WAL THE B 2 REEME E5 8
o 19 22 2R > i A B 1 UL A &2k
2 W T B IRE R )R S A R A RS 4o
H A A R Sy B AR AS G R B E R
B DR I A R E PR R AT B
7% %5 ] BEZE A 2 A EE s JR AR A

W oEENEFT A=+ —H>ALH
Z BCR AR AR R A e 491 B A% AT e 2R
HATE B 2 BIE (FF 5 BB o3 B sk
2(p)) TMEBAE A > H i B S#E S
6,700,000% 76 ( =& & = 4F 123,322,000
W 6) o

B EFFENAEF A=+ B BRARL
R AT T B 2 T 2 SRAT R AR L FE
PR Gk 5 B 5 R B RE20) S 2 — TR &2
S 2 7 B AR A BRI AR R IR AR
(G BB 36 M 5k 24) A > A 2% w3l 4
HAbE R R A
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27. POST BALANCE SHEET EVENTS

()

(i)

On 20 January 2005, Hon Po Investment Ltd. (the “Vendor”)
entered into a placing agreement with certain independent
investors to place 126,000,000 existing shares beneficially
owned by the Vendor at HK$0.0624 per share. On the same
date, the Vendor and the Company conditionally entered
into a subscription agreement to subscribe 126,000,000 new
shares at a price of HK$0.0624 per share (the “Subscription™).
The new shares represents 20% of the then existing issued
share capital of the Company and approximately 16.67% of
the Company’s issued share capital as enlarged by the issue
of the new shares. The net proceeds from the Subscription
were approximately HK$7,600,000 and had been fully
utilized as general working capital of the Group. The

Subscription was completed on 3 February 2005.

All the new shares issued pursuant to the subscription
agreement will rank pari-passu in all respect with the

existing shares of the Company.

On 7 February 2005, the Company entered into a conditional
placing agreement with a placing agent to place a series of
convertible notes with a maximum principal amount of
HK$40,000,000 to certain independent potential individual
investors. If completed, the estimated aggregate net proceeds
of HK$39,400,000 will be used as general working capital
for the Group.

27.

ok

()

(ii)

»a ﬁ H 'fé% >

ATEEZAE—H T H BEEK
TR (FW) BRAF (TEH])
B T ST AR R T LB R
e 5 B 0.0624 45 JC 2 18 # i &
126,000,000/ HH & 5 H = A =~
BUA G- A H > B AR A
WL — TH A R 2 R R 0
J 8B B A7 0.0624 %5 JG 2 18 K% 58
1 126,000,000 8 7l £ ([ 38 i =
) - HRMBIEANFERREAD
BEAT AR 20% > N AG 48 84T BT B
&K% 2 AN A E BT RAL
16.67% o #31 4¢ TE 7 15 3R IE IR A 40
£57,600,000%5 7T > 7 L 4> OH 1E A
EH—BEEES - RBFEOR
CEEHEH = HEM

o A AR R W R R AT 2 T A
Ji 45 T T3 BRAR 2y w2 BULAT R0y
AT [ 45 LA

R OEEAAFEHEH AN AR
— e A H BT o — TE A MR 2 D
B fh ko LAl T A Y 2 B A
ABEENREASBEERZ L
40,000,000%5 7T 2 A # [ 25 48 o it
gl i 5T A RS L T AR K E
15 %539,400,000%5 70 1% I 1E A< 48 1]
— R E 5
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31 December 2004 —FEUE+H =+—H

27. POST BALANCE SHEET EVENTS (continued) 27. WA HRFIH )

(iii) In February 2005, the Company proposed to consolidate (i) MFEFHFE > AN AEREMN
every five existing shares of HK$0.01 each into one g HRR T (E0.019% T 2 BLA et &
consolidated share (the “Consolidated Shares”) of HK$0.05 B Fy — B T E 0.05% ot 2 &
each (the “Share Consolidation”) and to change the share ety (T&KRMB1) (T &
trading board lot size from 10,000 existing shares to 20,000 BF 1) 3 A% 15 F B B OE B
Consolidated Shares. The authorised share capital of the 10,0008 3L A5 A% 193 B8 18 £ 20,000
Company will remain at HK$100,000,000. The ordinary G OF B 03 o AN F) 215 5 B A A
resolution in respect of the Share Consolidation and the 57 100,000,000 7C - A B B 153 &
change of board lot size was duly passed by shareholders F Je g T 4y B R 2 A R
at the extraordinary general meeting held on 8 April 2005 HRECKRABRAER FFHEN
and the Share Consolidation became effective on 11 April VEANEE: Y E el 38 S N T
2005. X & ol —FFh
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