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S 05 A MY ik

31 December 2003

—EF=E A=t —H

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.

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 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.

GOING CONCERN BASIS

As at 31 December 2003, the Group had net current liabilities of
HK$52,966,000. In addition, the Group had contingent liabilities
of HK$23,322,000 in respect of long service payments and accrued
salaries and wages. Details of the Group’s contingent liabilities

are set out in note 26 to the financial statements.

In order to improve the Group’s financial position, immediate
liquidity, profitability and operations, the directors have adopted

the following measures:

i) by disposing all the leasehold land and buildings and
investment properties during the year and after the year end
in order to reduce the Group’s secured borrowings and

provide additional cash flows for the Group’s operations.
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1.

BASIS OF PREPARATION (continued)

)

d

GOING CONCERN BASIS (continued)

ii) by disposing four loss making restaurants during the year

in order to relieve the Group’s liquidity pressure.

iii) by closing down three loss making restaurants during the
year and two after the year end so as to reduce further losses

to the Group.

iv) by carrying out renovation in the restaurants to provide a
new and comfortable dining environment so as to attract

more patrons.

v) by taking actions to tighten cost controls over the staff costs,

overheads and general and administrative expenses.

In the opinion of the directors, in light of the measures taken and
on the basis of the ongoing support from its bankers and suppliers,
it is reasonable to expect the Group will return to profitable concern
as a whole. Accordingly, the directors are satisfied that it is
appropriate to prepare the financial statements on a going concern
basis, notwithstanding the Group had net current liabilities of
HK$52,966,000 as at 31 December 2003.

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.

BASIS OF CONSOLIDATION

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up to 31
December 2003.
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1. BASIS OF PREPARATION (continued) 1. SR HE (4

d)  BASIS OF CONSOLIDATION (continued)

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.

The gain or loss on the disposal of a subsidiary represents the
difference between the proceeds of the sale and the 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 (“SSAPs”) issued by the
Hong Kong Society of Accountants (the “HKSA”) and the disclosure
requirements of the Hong Kong Companies Ordinance. The financial
statements are prepared under the historical cost convention as modified
by the revaluation of certain leasehold land and buildings and investment
properties. These financial statements also comply with the applicable
disclosure provisions of the Listing Rules. A summary of the principal

accounting policies adopted by the Group is set out below.

In the current year, the Group has adopted, for the first time, the following
SSAP issued by the HKSA:

SSAP 12 (Revised) Income taxes
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PRINCIPAL ACCOUNTING POLICIES (continued)

In the current year, the Group has adopted the SSAP12 (Revised)
“Income taxes”. The principal effect of the implementation of SSAP12
(Revised) is in relation to deferred taxation. In previous years, partial
provision was made for deferred tax liabilities using the income statement
liability method, i.e. a liability was recognised in respect of timing
differences arising, except where those timing differences were not
expected to reverse in the foreseeable future. SSAP 12 (Revised) requires
the adoption of a balance sheet liability method, whereby deferred
taxation is recognised in respect of all timing differences between the
carrying amount of assets and liabilities in the financial statements and
the corresponding tax bases used in the computation of taxable profits,
with limited exceptions. The adoption of SSAP 12 (Revised) represents
a change in accounting policy, which has been restated retrospectively
so that the comparatives presented have been restated to conform with

the change.

As disclosed in the consolidated statement of changes in equity, as at 1
January 2002 and 1 January 2003, the accumulated losses have been
decreased by HK$1,396,000 and HK$2,428,000 respectively. These
changes have resulted in an increase in deferred tax assets as at 31
December 2001 of HK$1,396,000 and as at 31 December 2002 of
HK$2,428,000. The impact of SSAP 12 (Revised) on the income
statement for the year ended 31 December 2002 has been a decrease in

reported net loss of HK$2,428,000.

a) REVENUE RECOGNITION

1) 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 consolidated income statement and any relevant

reserves as appropriate.

¢) PROPERTY, PLANT AND EQUIPMENT AND
DEPRECIATION

Property, plant and equipment are stated at cost or valuation, 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.
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2.

PRINCIPAL ACCOUNTING POLICIES (continued)

c) PROPERTY, PLANT AND EQUIPMENT AND
DEPRECIATION (continued)

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
Buildings

whichever the shorter

Leasehold improvements

whichever is the shorter

Furniture and fixtures
Plant and equipment

Motor vehicles

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.

d) 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.
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2.

PRINCIPAL ACCOUNTING POLICIES (continued)

d)

INVESTMENT PROPERTIES (continued)

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.

Investment properties are stated in the balance sheet at their open

market value.

Changes in the value of investment properties are treated as
movements in the investment properties 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 properties 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.
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2.

PRINCIPAL ACCOUNTING POLICIES (continued)

e)

ASSETS UNDER LEASES

)

ii)

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
S0 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.

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 statement 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.
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2.

PRINCIPAL ACCOUNTING POLICIES (continued)

g

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.

)

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.
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2.

PRINCIPAL ACCOUNTING POLICIES (continued)

g

h)

i)

IMPAIRMENT OF ASSETS (continued)

ii)  Reversals of impairment losses (continued)
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.

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 or vice versa. Parties are also considered to
be related if they are subject to common control or common

significant influence.
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2.

PRINCIPAL ACCOUNTING POLICIES (continued)

)] 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.

k) ACCOUNTS RECEIVABLE

Provision is made against trade receivable to the extent that they

are considered to be doubtful. Trade 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.

m) 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.
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2.

PRINCIPAL ACCOUNTING POLICIES (continued)

m)

n)

0)

PROVISIONS AND CONTINGENT LIABILITIES

(continued)

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.

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.

Hon Po Group (Lobster King) Limited
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2.

PRINCIPAL ACCOUNTING POLICIES (continued)

0)

p)

TRANSLATION OF FOREIGN CURRENCIES (continued)

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 income statement.

EMPLOYEE BENEFITS

)

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.
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2.

PRINCIPAL ACCOUNTING POLICIES (continued)

p)

EMPLOYEE BENEFITS (continued)

iii)

Share option scheme

The Company operates a share option scheme for the purpose
of providing incentives and rewards to eligible participants
who contribute to the success of the Group’s operations.
The financial impact of share 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.

Hon Po Group (Lobster King) Limited
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3. TURNOVER AND REVENUE 3.

Turnover mainly represents the receipts from restaurant operations. All
significant intra-group transactions have been eliminated in the

preparation of the consolidated financial statements.

An analysis of the Group’s turnover and other revenue is as follows:

BERELEA

R R B IR 2 A AT
Tk 2 4526 R 2 5 R A B
B A o

AR SR S A B A T

2003 2002
HK$’000 HK$°000
T Fi#oo
Turnover e

Receipts from restaurant operations Ae BRI RESETS Z A 503,532 724,195
Sales of goods of a food factory SR 4,385 6,271
507,917 730,466

Other revenue HoAs A
Rental income, gross IR PN K 3,398 3,498
Bank interest income SRATFLE A - 31
Negative goodwill recognised BAT RS- - 3,267
Sundry income HETE A 1,850 2,186
5,248 8,982
Total revenue A 513,165 739,448

4. SEGMENT INFORMATION 4. SrEBRERE

No separate analysis of segment information by business or geographical
segments is presented as the Group’s major business comprises the

operation of a chain of Chinese restaurants in Hong Kong.
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5. GAIN ARISING FROM DE-CONSOLIDATION 5.

OF SUBSIDIARIES

i) Gain arising from disposal of subsidiaries

On 30 June 2003 and 3 December 2003, 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 Resources
Limited at a consideration 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.

ii)  Gain arising from liquidation of a subsidiary

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.

The liquidation process was completed after the year end.
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PROFIT/(LOSS) FROM OPERATIONS 6.

The Group’s profit/(loss) from operations is arrived at after charging

and crediting:

R, Ok H)

AL 2 BB A () TR KR

A

As restated

KEED
2003 2002
HK$°000 HK$’000
T#x THETT
Crediting gitA
Negative goodwill recognised CLHERR A P - (3,267)
Gain on disposal of leasehold AR i R
land and buildings = ralE (37,281) -
Rental income, gross R4 A REEE (3,398) (3,498)
Bank interest income AT RS A - 3D
Charging [5Xil] 5
Cost of inventories consumed BT B A 164,740 232,744
Depreciation reg 8,801 18,793
Staff costs (including directors’ BITHA (WS EFME
remuneration — note 12): —MEE12) -
Wages and salaries and T& i K
other staff benefits FHoAts B TARF 187,124 269,349
Pension scheme contributions BARE R HE K 8,441 11,690
Minimum lease payments Tt AT
under operating leases KA
on land and buildings: FAR A AT 3K
Related companies B3\ ) 7,896 10,731
Certain fellow subsidiaries for A T [R) & K g 2w
the benefit of the ultimate — Bl
holding company YNCIE i E 12,559 14,494
Third parties E= 42,931 52,147
Auditors’ remuneration A2 B 800 820
Provision for impairment of R b T2
leasehold land and buildings TABLYE A 540 5,500
Provision for impairment of HEYEREEZ
leasehold improvements TABYE A - 22,375
Provision for impairment of BB E
furniture and fixtures A e - 4,888
Provision for impairment of W7 B 2
plant and equipment TR - 1,283
Provision for impairment of HAb &R
other assets TR EA - 1,865
Revaluation deficit on GRS S
leasehold land and buildings e - 585
Loss on disposal of leasehold th B FH B R
land and buildings S R - 94
Loss on disposal of other assets HhE FAh & A 2 1R - 232
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7.

FINANCE COSTS 7. MBS AR
2003 2002
HK$’000 HKS$’000
T THson
Interest on bank loans and overdrafts SRATE B 2 FE 3,346 4,359
Interest on other loans HoAth B3R B 77 -
Interest on finance leases Rl AL A 2 S 50 109
3,473 4,468

TAXATION B IH

Hong Kong profits tax has been provided for at the rate of 17.5% (2002:
16%) on the estimated assessable profits for the year.

T v FIAS BT AR B A AE B 2 G T E SR B
U FERL 1T .5% (BT 4 16%) 1F

A
The amount of taxation credited to the consolidated income statement FrAGE A R 2 BIHS
represents:
2003 2002
HKS$°000 HK$°000
T#IL TH#Io
Hong Kong profits tax T FIERL 619 100
Overprovision in prior year AAF AR (623) -
Deferred taxation (note 15) PEIERLTE (BFEE1S) (1,409) (2,442)
(1,413) (2,342)

The charge/(credit) for the year can be reconciled to the profit per the

FERFTHIER, (FEA) Bl s % A 2 i Fl

income statement as follows: AR
2003 2002
HKS$°000 HK$°000
Tt THsoT
Profit/(loss) before taxation BRBiRT R (k48) 28,751 (76,994)
Effect of tax at Hong Kong profits A MEHBIA17.5%
tax rate of 17.5% (2002: 16%) (ZEE I 16%) 5HH BB 5,031 (12,319)
Income that are not taxable FEFBCA (44,229) (18,292)
Expenses that are not deductible ANAT 9 B 31,626 24,464
Increase in deferred tax assets resulting PRI s RS BB 3
from an increase in Hong Kong B 2 A
profits tax rate 3G 91 o VE 7 A0 (278) -
Decrease in deferred taxation PR LRl TE ok D (1,689) (2,428)
Utilisation of tax losses &) B e s 1R (348) -
Unused tax losses not recognised KHERR 2 A B AR E 1R 11,084 8,735
Temporary timing difference B RFPERE S (2,639) (1,875)
Others HoAth 29 (627)
(1,413) (2,342)

Hon Po Group (Lobster King) Limited
PR AR (MR E) A RAH

Annual Report 2003 4E#;



NOTES TO THE FINANCIAL STATEMENTS
W 5 Ak W ik

31 December 2003

—EF=E A=t —H

8.

10.

TAXATION (continued) 8. ﬁéIﬁ (#5)
Tax payable in the consolidated balance sheet represents: HGOEEARMRANZ EABIIE:
2003 2002
HK$’000 HK$’000
T#T THIT
Hong Kong profits tax T FIEBL 826 1,325
PROFIT/(LOSS) ATTRIBUTABLE TO 9. JREMEAGHEF, (FR)
SHAREHOLDERS
The net profit/(loss) attributable to shareholders includes a profit of BEZEXZLZZF A=+ —HILEE
approximately HK$5,981,000 (2002: loss of HK$81,030,000) which TEARN 7] 2 BAFS W e o > I AR A R,
has been dealt with in the financial statements of the Company for the (58 L35 U P £)5,981,000% 70 (ZF %
year ended 31 December 2003. T4 681,030,000 0T)
DIVIDENDS 10. BB

No dividend was paid or proposed for the year ended 31 December

2003, nor has any dividend been proposed since the balance sheet date.

Special dividends of HK$92,554,000 were declared and approved by
the directors of the Company in previous year. The special dividends
were used to set-off against the account balance due to the Company
from Hon Po Investment Limited, the sole shareholder of the Company
arising upon the completion of the Group Reorganisation on 17 January
2002 prior to the listing. The special dividends did not involve any cash

payment.

A special dividend of HK$7,560,000, representing HK 1.2 cents per share
of the Company was declared and paid out from the Company’s

distributable reserves on 28 June 2002.
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11. EARNINGS/(LOSS) PER SHARE

The calculation of basic earnings per share for the year ended 31
December 2003 is based on the profit attributable to shareholders of
approximately HK$31,223,000 (2002: loss of HK$74,616,000) and the
weighted average of 630,000,000 (2002 : 611,780,822) ordinary shares

in issue during the year.

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

2003.

12. DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS

a) Details of directors’ emoluments are:

11.

12.

HREMN, (ER)

WE B+ A=t —HILEE
g TR A 8 R T AR A TR IR R A Yk
F1%731,223,000% 0 (—FF 4 E1H
74,616,0003 7T) K 2 847 5 48 B
Y #630,000,000 1% ( —FE A

611,780,822%) 5t -

R E B E SR A=Ak
0 S LT A MR B 9
PR B A T LR S D -

o SR H

a) WY WA T

2003 2002
HK$°000 HK$°000
TH#x THEIT
Fees for executive directors HITEEWS 3,000 2,650
Fees for non-executive directors FERATESI S 1,200 1,200
Independent non-executive directors 37 FE A TE FHIE 30 90
Other emoluments HiTHES
for executive directors: oAt 7 -
— Basic salaries, allowances — AT 8
and benefits in kind R KB YR 45 - -
— Contribution to pension scheme —IBREN B R 60 53
4,290 3,993

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 is as follows :

b)

12. FEHELBEEFHFM @)

e 290 N Yl B 50 N i 3 A 2
oM

Number of directors

WHPFAY
2003 2002
Nil to HK$1,000,000 ##:%21,000,00095 7T 12 10
12 10

The five highest paid individuals during the year included four
(2002 : four) directors, details of whose remuneration have been
disclosed above. Details of the remuneration of the remaining one

(2002: one) non-director, highest paid individual are as follows:

A A A JBE AV o o I L G4 P
MER (ZFFAE PUAL) 2 F
ER O E T R — R
FMAL GEEd) (ZFF 4
— A7) Bz FERE R

2003 2002
HK$°000 HK$°000
T T

Basic salaries, other allowances FHAH &
and benefits in kind FoAbFERS K B F 45 715 710
Pension scheme contributions RARFEE R 12 12
727 722

The number of the five highest paid individuals whose

remuneration fall within the following bands were as follows:

JRE§ TP LA I < AL - A R A P
Nt

2003 2002

Nil to HK$1,000,000 4% %2 1,000,00035 7T

During the year, no emoluments were paid to the five highest A AE A > A 4 [ 8l 0 1) 4% fe e N T (&2
paid individuals (including directors and other employees) as 153 35 o Ho AR B SOAHE AT B 485 > £ B A
inducement to join or upon joining the Group or as compensation A S T SO A IR 2 S8 4 Bl VR 2y R 1

for loss of office.
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13.

PROPERTY, PLANT AND EQUIPMENT

13. W38 W ps Kk i

Group
A
Leasehold Furniture
land and Investment Leasehold and Plant and Motor
buildings properties improvements fixtures equipment vehicles Total
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
i) At #i& W5 B
RET  wwmE wEkE kn W voR s
Tt Tt T T T T Tt Tt Tt
Cost or valuation WA AN
At 1/1/2003 e Saxi
—H—H 117,620 29,000 146,334 48,809 10,756 263 352,782
Additions ~E - - 10,982 3,746 111 645 15,484
Disposals e (116,400) (29,000) (62,140) (17,581) (8,701) - (233,822)
At31/12/2003 TREZAE
+=H=+—H 1,220 - 95,176 34,974 2,166 908 134,444
Accumulated depreciation R # K
and impairment WA
At 1/1/2003 TEEZAF
—H—H 5,500 - 120,399 34,498 8,453 71 168,927
Charge for the year ERERR 64 - 4,927 3,269 379 162 8,801
Impairment provided SR
during the year 540 - - - - - 540
Disposals thE (5,534) - (55,310) (17,467) (8,701) - (87,012)
At 31/12/2003 CREZAE
+ZH=+—H 570 - 70,016 20,300 131 239 91,256
Net book value TR
At 31/12/2003 “EE=A
+ZHA=1+—H 650 - 25,160 14,674 2,035 669 43,188
At 31/12/2002 -
+-H=+—H 112,120 29,000 25,935 14,311 2,303 186 183,855
Representing: fizk:
At cost A - - 95,176 34,974 2,166 908 133,224
At valuation oAbl 1,220 - - - - - 1,220
1,220 - 95,176 34,974 2,166 908 134,444

Hon Po Group (Lobster King) Limited
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13.

PROPERTY, PLANT AND EQUIPMENT (continued)

The carrying value of the Group’s leasehold land and buildings is

analysed as follows:

13. Y3k W= Mo skl o)

AL AR M T AR (E A AT AN

2003 2002
HK$°000 HK$°000
TH#T THIT

Leasehold land and buildings held under: A& 1 ith X #EF 2 Fpf =
Long term leases RIWHE - 110,900
Medium term leases FRTE & 650 1,220
650 112,120

The leasehold land and buildings and investment properties are all

situated in Hong Kong.

Pursuant to a sale and purchase agreement entered into between
Dragongem Development Limited, a subsidiary of the Company and an
independent third party to dispose of the leasehold land and buildings at
a consideration of HK$650,000 subsequent to the balance sheet date,
the carrying value of the property has been reduced by an impairment
loss of HK$540,000 and was charged to income statement for the year
ended 31 December 2003.

At 31 December 2003, the Group’s leasehold land and buildings with
carrying value of HK$650,000 were pledged to secure banking facilities
granted to the Group (note 20).

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

and equipment were as follows:

LB b e 4 DA R BB 2 i A s o

R AR &) BB 28 71 e 2 B 48 S A PR m B4
SLEE =05 A5 B 4% 650,000 7T BT E 1
W RAEFM T L2 BB Wk 22 R E
L 10196k 3 (B A 15 540,000 7T » 3l it # &

=A== HIRFEE 2 s R A

MoEBEZAE A=+ — B AL EIERE
£4650,0004% 75 2 FHL 5 - b XA T AR A A
LRI EEZER (F5E20) -

A A AR R AL A R AT 9 3 RS X A
e T 3 (B L35 490 36~ DS % el AR N

2003 2002

HK$°000 HK$’000

T# THTT

Furniture and fixtures ELY &SN - 388

Plant and equipment W B A 1,014 1,194

Motor vehicles RE 548 135

1,562 1,717

As at 31 December 2003 and 31 December 2002, the Company had no N _EE=ZHF+T A=+ —H R ZFE_F+
property, plant and equipment. T H Z A Ho AR B AT AT 2 R SR

g
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14. INTERESTS IN SUBSIDIARIES

14. 7 i J8g 2> W] 2 2

Company

AR H
2003 2002
HKS$’000 HKS$’000
T#I TFHso0
Unlisted shares, at cost FE b A > Fe AR 191,464 191,464
Amounts due from subsidiaries JRE T BFF B 2 R 12,240 20,038
Amounts due to subsidiaries JREAST e 2 R 3K - (96,079)
203,704 115,423
Less : Provision for impairment HIBR B A (167,000) (80,000)
36,704 35,423

The amounts due from/(to) subsidiaries are unsecured, interest free and

were repayable on demand.

Details of the Company’s subsidiaries as at 31 December 2003 are as

e, (REAT) BiFJGS 23 W) 2 kLT K4 ~ 4 6

B RO RO

ARNFHZRFZAET A= —HZHME L

follows: AE R
Country/place of Country/ Issued and
incorporation/ place of Principal fully paid Percentage of
Name establishment operation activities share capital interests held
(37N Directly  Indirectly
L E BB, BEEE b EERK CEHAT RSB A ERX L 2 Yipia A
ik k2
Hon Po International British Virgin Hong Kong Investment Ordinary US$151 100% -
Limited Islands and intellectual
property holding
PR AT R A R by il ik BEHIR K k15130 100% -
R 0
A. Top Investment Limited Hong Kong Hong Kong Inactive Ordinary - 96%
HK$12,000,000
Class A (Note)
HK$11,500,000
—EBREA R il ik LiEied 48 /1% 12,000,000 75 - 96%
AR (W)
11,500,000 ¢
Beautiguide Investments Hong Kong Hong Kong Operation of Ordinary - 100%
Limited ** a Chinese HK$10,000
restaurant
FE MR WA T wils itk A A 3 10,0003 7T - 100%

Hon Po Group (Lobster King) Limited
PR AR (MR E) A RAH
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14. INTERESTS IN SUBSIDIARIES (continued)

14. B A E Z BESS ()

Country/place of Country/ Issued and
incorporation/ place of Principal fully paid Percentage of
Name establishment operation activities share capital interests held
3 A Directly  Indirectly
RAAAR A" E I8 BEEE M LXK CEAT R AR A AR T
M 1A 42
Bestcase Hong Kong Limited Hong Kong Hong Kong Operation of Ordinary - 100%
a Chinese HK$6,000,000
restaurant
AHFBARAHE I it wg i 186,000,000 7T - 100%
Bestrade Investments Hong Kong Hong Kong Operation of Ordinary HK$100 - 100%
Limited** a Chinese Class A (Note)
restaurant HK$17,500,000
HABEA R ) I it G- 3 L1009 T - 100%
AFR (HEE)
17,500,000 7
Chai Wan Hon Po Hong Kong Hong Kong Operation of Ordinary HK$10,000 - 100%
Restaurant Limited** a Chinese Class A (Note)
restaurant HK$5,000,000
SE TN PR ) i Y FY =L w3 510,007 7T - 100%
AR (Wt
5,000,000 7
Dragongem Development Hong Kong Hong Kong Operation of Ordinary HK$100 - 100%
Limited a Chinese Class A (Note)
restaurant HK$21,250,000
2z HBRAR AT Hits wits e S L3 1 1003 7T - 100%
AFR (HEE)
21,250,000 7
Harmony Sky Investment Hong Kong Hong Kong Under Liquidation Ordinary HK$10,000 - 99%
Limited* Class A (Note)
HK$10,000
BRBEA AT I it IEEfTTER LHE10,0007 7T - 99%
AFR (HEE)
10,0009 75
Hon Po Bright Ocean British Virgin Hong Kong Operation of Ordinary US$1 - 100%
Enterprises Limited Islands a Chinese
restaurant
BEE R EARA A B el i R A Sl BT - 100%
Hon Po Management Hong Kong Hong Kong Sourcing business Ordinary HK$2 - 100%
Limited and property Class A (Note)
investment HK$100
PR AT IR ) it i PRIEEDS ) L2 T - 100%
WA AFR (HEE)
10076

Annual Report 2003 4E
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14. INTERESTS IN SUBSIDIARIES (continued)

14. B A E Z HESS ()

Country/place of Country/ Issued and
incorporation/ place of Principal fully paid Percentage of
Name establishment operation activities share capital interests held
bR, Directly  Indirectly
MK BB, BHEE b TR CEAT R AR A ERR L E-Yipia oA
ik 1A
Hon Po Rich Harvest British Virgin Hong Kong Operation of Ordinary US$1 - 100%
Resources Limited** Islands a Chinese
restaurant
S AR A R A TR e K W 15 7T - 100%
Hon Po Sunny Bright British Virgin Hong Kong Inactive Ordinary US$1 - 100%
Developments Limited Islands jigiz-e
EHEYOCERARA A SRR RS Uk il dEST - 100%
Hong Kong Hon Po Hong Kong Hong Kong Production of Ordinary HK$10,000 - 100%
Food Factory Limited seasonal food
7 v R RO R s ik L 38 % 10,0003 76 - 100%
Jing Hua (Allied) Hong Kong Hong Kong Operation of Ordinary HK$10,000 - 100%
Limited a Chinese Preference HK$3,000,000
restaurant
¥ (GG) AL Hrils il A A 48 110,000 7T - 100%
18151%3,000,000%5 7T
Jing Hua Restaurant Hong Kong Hong Kong Property Ordinary HK$10,000 - 100%
Limited investment Preference HK$3,000,000
AT R it T ES e L85 10,0003 2 - 100%
113,000,000 7T
Metropolis Harbour Hong Kong Hong Kong Operation of Ordinary HK$10,000 - 100%
View Chinese a Chinese
Cuisine Limited restaurant
SHREA R F ik itk A LHEJE10,0007E 7T - 100%
Milibless International Hong Kong Hong Kong Operation of Ordinary HK$100 - 100%
Development Limited a Chinese Class A (Note)
restaurant HK$6,000,000
SR P AT IR A 7 Hils e s 3 B 10035 7T - 100%
ABR (B
6,000,000 7T
More Development Hong Kong Hong Kong Operation of Ordinary HK$100 - 100%
Limited a Chinese Class A (Note)
restaurant HK$28,000,000
ZH AR il it e 3 B 10035 7T - 100%
ABUR (BEE)
28,000,000 7T
Ocean Grace Investments Hong Kong Hong Kong Operation of Ordinary HK$2 - 100%
Limited a Chinese
restaurant
T REA AT Hrilk i bW 3 A B2 T - 100%

Hon Po Group (Lobster King) Limited
PR AR (MR E) A RAH
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14. INTERESTS IN SUBSIDIARIES (continued) 14, 7 B 2 ] Z WE AR (s
Country/place of Country/ Issued and
incorporation/ place of Principal fully paid Percentage of
Name establishment operation activities share capital interests held
GALL A Directly  Indirectly
AlER BOLEIK BERER b BEEEK CHHAT RSB A AR
Hik [5:3
Open Global Investments British Virgin Hong Kong Inactive Ordinary US$1 - 100%
Limited Islands
Rt R E A PR R R il YimE A 1360 - 100%
Oriental Team Investments Hong Kong Hong Kong Operation of Ordinary - 67%
Limited a Chinese HK$18,200,000
restaurant
B E AT RA A itk its g A Rl - 67%
18,200,000 76
Rich Source Management British Virgin Hong Kong Operation of Ordinary US$10,000 - 99%
Limited Islands a Chinese
restaurant
IR AT R Yy aieids] W g A %38 /% 10,0003 75 - 99%
Victory Impact Limited British Virgin Hong Kong Operation of Ordinary US$1 - 100%
Islands a Chinese
restaurant
T B FR /A ) B )aie i ik KT Ll dESTH - 100%
* The subsidiary was wound up by a court order. * A JB 2 ) i 1 e 4> T Vi A o
ok The subsidiaries were disposed of to an independent third party on 30 June 2003 and 3 o Mg AR B R =EANH =+ A R =
December 2003. ZH=EHWE TR =T
Note: The Class A shares carry no rights to dividends, no rights to attend or vote at general meetings Bt e © AMSUIRAERE A IR A o 0 PR SRR @ ki 4%
and no rights to receive any surplus assets in a return of capital in a winding-up (other than S LR A HEAE T A8 P R R IR A RSO IBUAT: o] 280 B 7
the nominal amount paid up or credited as paid up on such shares, after the sum of (A BB () B A B 2 A 3 R A
HK$100,000,000,000,000 has been distributed to the holders of the ordinary shares of the 43k 100,000,000,000,000%% 75 45 A8 1% 17 B B 1 2 B2
relevant companies in such winding-up, if any). SAMRSIESE 2 RS °
The above table lists the subsidiaries of the Company as at 31 December 2003 which in the btz —SERI AR FAR -FF=ZF+ A=
opinion of the directors, principally affected the results for the year or formed a substantial —HZMEA R R R A R A R A
portion of the net assets of the Group. To give details at all the subsidiaries would in the B SRS A AR B 2 R TR B (A o B
opinion of the directors, result in particulars of excessive length. TR A wE AN A B A R 2 R R TR 2

et Hon Po Group (Lobster King) Limited
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31 December 2003 —FEF =4+ A =+—H
15. DEFERRED TAXATION 15. BIERLIH
The followings are the major deferred tax assets and liabilities recognised AL A AR AR B AR AR B RR 2 R
by the Group during the current and prior year: JEBLTE B A K AT
2003 2002
HK$°000 HK$’000
TH#T THT
Deferred tax assets B HE BV B A
The movements for the year in the AEIN R el T
deferred tax assets are as follows: BREEHWMT:
At beginning of the year AEW) 3,824 1,396
Transfer to income statement (note 8) RS G IR (FEE8) 1,409 2,428
At end of the year HEH 5,233 3,824
2003 2002
HK$°000 HK$°000
T#x THIT
Deferred tax liabilities 9 S BE I 4 4
The movements for the year in the R 2 IR R
deferred tax liabilities are as follows: THEEEF T
At beginning of the year AEH) 688 688
Overprovision in prior year aasy ki 3] (558) -
At end of the year SEH 130 688
16. INVENTORIES 6. #&
2003 2002
HK$°000 HKS$’000
T#x TH#IC
Food and beverages B G 10,933 27,901

At 31 December 2003, no inventories were stated at net realisable value

(2002 : Nil).

Hon Po Group (Lobster King) Limited
PR AR (MR E) A RAH

NERR AR A = B MR ]
BT E IR (T AF )
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17.

18.

19.

ACCOUNTS RECEIVABLE 17. REWCHR
Customers are usually offered a credit period ranging from one to six EE—BRERZEEHA —EAEAR
months. An ageing analysis of trade receivables after provision as at 31 G KB SRR R ZET T =+
December 2003 and 31 December 2002 is as follows: —ARZFEEZCHEFTA=ZT-AZEE
g Hrin s
2003 2002
HK$°000 HK$°000
T#x THETC
Current to 3 months EIF G P! 1,582 1,980
4 to 6 months Py =z R A - 2
1,582 1,982
ACCOUNTS PAYABLE 18. MEATHR K

The ageing of the accounts payable of the Group fell within the range of
one to twelve months as at 31 December 2003 and 31 December 2002 is

follows:

AEMB - EEZEFAS AR

—ERE

— R ~£ﬁ+:ﬁ E—'——‘
A B 2 A IR R BR

Hos— {7 =
LUNNE

2003 2002
HK$°000 HK$’000
Tt FioT
Current to 3 months BpiH = =M H 19,101 34,989
4 to 6 months A A 651 -
6 months to 12 months ANETZMA 1,502 -
21,254 34,989

AMOUNT DUE TO THE IMMEDIATE HOLDING . BT B A HE I A W] AR E

COMPANY

JRE AT 5 2 2 JBE N ) T T AR A~ i B

The amount due to the immediate holding company is unsecured, interest

free and repayable on demand.

Annual Report 2003 4E
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20. INTEREST-BEARING BORROWINGS

20. Bt S HE

Group Company
AR Y /|
2003 2002 2003 2002
HK$°000 HK$’000 HK$°000 HK$’000
T-#L TH#TT T#IL T
Bank overdrafts SRATIB 327 11,124 - -
Bank loans, secured SRAT G SR 4,571 115,070 1,400 5,400
Other loans, secured H AR T KT 6,000 - - -
10,898 126,194 1,400 5,400
Analysis: I3
Bank overdrafts SRATIB 327 11,124 - -
Loans wholly repayable: ZER T B HIRR & 8
(LY P&
Within one year —4E R 8,762 19,925 1,400 2,400
In the second year AR 1,809 12,174 - -
In the third to fifth years, inclusive o = AE 0 AR
(EEH B W) - 26,309 - 3,000
Over five years TLAEAR - 56,662 - -
10,898 126,194 1,400 5,400
Portion classified as current liabilities E YR & AR (9,089) (31,049) (1,400) (2,400)
Non-current portion FFRIIAFR 1,809 95,145 - 3,000

At 31 December 2003, the Group’s and the Company’s banking facilities

were secured by the leasehold land and buildings of the Group and

supported by corporate guarantees executed by the Company (note 26)

and personal guarantees executed by certain directors and a related party

of the Company. Two subsidiaries’ issued and paid up shares were

pledged to an independent third party as security for a short-term

borrowing amounting to HK$6 million for working capital of the Group.

Hon Po Group (Lobster King) Limited

PR AR (MR E) A RAH

R ERZET A= ARE AL
R SRAT Rl B RR I AR I 2 A b T
VRS S b A4 R BE A RIFE AR (MERE26) - K&
ER/NCIESRE & il PN PSP E
73 WA I i o R 2 R A T MR BB AR T
T8 57 5 =7 AF I VR A 6 [ 78 426,000,000

TSI B 2 A AR
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21. OBLIGATIONS UNDER FINANCE LEASES

At 31 December 2003, the total future minimum lease payments under

finance leases and their present value, were as follows:

21. BREMAEE

REFREZAEF A= R EER
H) R AR A f AR AH A ST A R LB A0

T

Minimum

lease payments

Present value
of minimum

lease payments

AKRLEY
AR A A8 ATEBUA
2003 2002 2003 2002
HK$°000 HK$’000 HK$°000 HK$°000
T#xT TH#ETT T#IL T
Amounts payable JREAF 3K I
Within one year —4E R 615 631 576 571
In the second year AR 367 426 342 409
In the third to fifth years WA R TR 47 177 42 176
Total minimum lease payments BARAH A S AT Ha 1,029 1,234 960 1,156
Future finance charges A Rl & 2 (69) (78)
Total net finance lease payables JE AT Rl AT A4 R AR AT 960 1,156
Portion classified as current liabilities EHIVE R B & A&y (576) (571)
Non-current portion FERIIAE AR 384 585

Annual Report 2003 4E
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22. ISSUED CAPITAL 22. CEEATREAC
2003 2002
Amount Amount
Number ot | Number 2%

of shares HK$°000 of shares HKS$’000
By ¥ H T#x iz 1] Tt

Authorised ordinary shares of BRI {HO.01 7T
HK$0.01 each LRI
At 1 January —A—H 10,000,000,000 100,000 - -
Upon incorporation of the /NG AR
Company and subdivision of shares G4 v - - 1,000,000,000 10,000
Increase of authorised share capital T B - - 9,000,000,000 90,000
At 31 December +ZHA=Z1+—H 10,000,000,000 100,000 10,000,000,000 100,000
Issued and fully paid ordinary shares BRI HO.0LH T
of HK$0.01 each EEIVE ViRl
At 1 January —A—H 630,000,000 6,300 - -
Issue upon Group Reorganisation S A T - - 455,000,000 4,550
Issue of shares upon listing TR - - 175,000,000 1,750
At 31 December +-H=1+—H 630,000,000 6,300 630,000,000 6,300
Share option scheme U I HE it
The Company operates a share option scheme (“Scheme”) for the purpose AANF BT — MRS # (%5

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, 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.

Hon Po Group (Lobster King) Limited
PR AR (MR E) A RAH

B 1) o B 0k B AL A% ) K ] T A
Mz EBEBRAERMZ AEKZ TH-
HArHZ A B S TEARAAAES
S JE AT A A R B AN
B B SRR A T S AR S 2
PR B EFFEH T AHAE
RO A RO % R E A A (BRFE S
A B SAETET) o

e}

i
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22. ISSUED CAPITAL (continued) 22. CEEATIEAR )

Share option scheme (continued)

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. The
maximum number of shares issuable under share options to each eligible
participant in the Scheme with any 12-month period, is limited to 1% at
the shares of the Company in issue at anytime. Any further grant of
share options in excess of this limit is subject to shareholders’ approval

in a general meeting.

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 preceeding 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.
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22. ISSUED CAPITAL (continued) 22. BDEITIRA @)
Share option scheme (continued) VB BE w3 ()
At the balance sheet date and up to the date of approval of the financial PEEBEEREE R R R
statements, no share options have been granted under the Scheme. H Ik - Sl 0 A o] e O A % 5t B I T 4%
Ho

23. NOTE TO THE CONSOLIDATED CASH FLOW 23. HFEEBAeRERZMEE

STATEMENT
2003 2002
HK$°000 HKS$’000
T THsoT
Net assets disposed of: A RE
Property, plant and equipment VI EN N 196 -
Other assets Hofth & 342 -
Inventories & 288 -
Accounts receivable JRE S AR 3K 56 -
Prepayment, deposits P 7T K
and other receivable HoAth R IE 499 -
Tax recoverable AT i [l B IH 909 -
Cash and bank balances B4 ARTT#5 8 279 -
Accounts payable JEAT AR 3K (21,585) -
Other payable and accruals HCAth JE AT I e ME S A (101) -
Bank overdrafts and bank loans SRATI ST LRI T B (966) -
(20,083) -
Contributed surplus realised on disposal A R A L A (22,511) -
Gain on disposal of subsidiaries B 2 B 2 iR 42,594 -
Net cash inflow arising on disposal: R IR AR 2 B A T AR B
2003 2002
HK$°000 HKS$’000
T THson
Cash and bank balances disposed of WA B4 I ERAT A4S B (279) -
Bank overdrafts HATESL 966 -
687 -
Hon Po Group (Lobster King) Limited et
6 6 B (K E) A RA A Annual Report 2003 4F-#
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24. OPERATING LEASE COMMITMENTS 24. R ALHE
a)  Aslessor (@ WmH#H
The Group leases its investment properties under non-cancellable AR AL AR AS AT IR o AR A R
operating lease arrangements with lease terms ranging from two HHEREY S #e 2 AW
to three years. BEAEARGE
At 31 December 2003, the Group had total future minimum lease AN BB+ H=Z+—H K
rental receivables under non-cancellable operating leases falling A2 3 AR P8 B FH B A N 41 4R BA 3
due as follows: Z AT B SRR A 2 AR A R
AR 45 BUEH S
Group
A
2003 2002
TH#x THETT
Within one year A4 222 2,775
In the second to fifth years, inclusive EWEREAE (BiERWME) 759 2,698
981 5,473
b)  Aslessee b) RAH
The Group leases certain of its restaurants, staff quarters, offices A 2 45 R RIS o SE AR A 22 R R
and warehouses under non-cancellable operating lease AT B TEa-aE
arrangements with lease terms ranging from one to ten years. BoREZ AWM —FE THFAR
&
At 31 December 2003, the Group had total future minimum lease BE - EZX=ZF+_H=1+—H>
payments under non-cancellable operating leases falling due as AR B AR T 5 AE BA 5 1 2 A AT
follows: L & A 2 R AR AT B IR AR 48
M By
2003 2002
HK$’000 HK$’000
TH#T THIT
Within one year AR 39,140 72,507
In the second to fifth years, inclusive EWAEZ R AR (B ER4E) 98,064 114,970
After five years FLAERME 3,080 26,125
140,284 213,602

At 31 December 2003 and 31 December 2002, the Company did not AAAR —FE=FT A=A HERZFE
have any significant operating lease arrangements. ZHEFZH =4 B RAR B AT A A A
PEo

. Hon Po Group (Lobster King) Limited
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25. RELATED PARTY TRANSACTIONS

During the year, the Group had the following significant transactions

25. BEANLER S

AR A A A BB N AT DL R R

with related parties: 35
2003 2002
Note HK$°000 HK$°000
B AL TH#x T
Purchases of foodstuffs T BRI R R I £
from related companies 1) 1,669 3,075
Minimum lease payments under T+t R AT R BB AY
operating leases on land and AT B A R
buildings paid to related companies DA K i) 7,896 10,731
Minimum lease payments under P51t B ) RS TR
operating leases on land and 5725 T [F) 22 B8 22 )
buildings paid to certain fellow 152 i Joh B SR I8 w1
subsidiaries for the benefit of DA R
the holding companies iii) 12,559 14,494
Licence fees income received from PEE S ¢zl iy
non-wholly owned subsidiaries Z AR iv) 372 764
i) The Group purchased foodstuffs from Tung Cheong Hong and Pacific Good Trading i) A AE [ ) ] B AT M NE AR 5 AT FRAS R SR

Limited, companies 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.

ii) The rental expenses were paid to N.W.P. Investments, To Sang Management,
Composite Interest Limited (“Composite”) and Wong Chung Ming Development
Fund Company Limited (“WCM Fund”). Mr. Ng Wing Po is an non-executive director
of the Company and a director of N.W.P. Investments which is controlled indirectly
by a discretionary trust of which Mr. Ng Wing Po’s wife and certain of his children
are beneficiaries. To Sang Management is beneficially owned by certain directors of
the Company. Composite and WCM Fund are beneficially owned Mr. Wong Chung
Ming who is a minority shareholder with a 4% interest in A. Top. The rental expenses

were based on the agreement signed with the Group.

This related party transaction also constitutes a connected party transaction as defined

under the Listing Rules.
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25 RELATED PARTY TRANSACTIONS (continued)

ii)

iv)

v)

vi)

Certain properties beneficially owned by the ultimate holding company and the
intermediate holding company were leased to the Group for its operations. The rental

expenses were based on the tenancy agreements signed with the Group.

This related party transaction also constitutes a connected party transaction as defined

under the Listing Rules.

Out of the total rent deposits and other deposits as at 31 December 2003, an amount
of HK$2,065,000 (2002: HK$3,498,000) represented rental deposits in respect of
certain premises rented to the Group by certain fellow subsidiaries for the benefit of

the ultimate holding company.

A. Top and Oriental Team are non-wholly owned subsidiaries of the Company. Mr.
‘Wong Chung Ming is a director of 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 fee calculated

at 0.5% of the gross turnover.

On 30 June 2003, Bright Ocean entered into a deed of variation and confirmation
(the “Deed”) with Better. Pursuant to the Deed, the monthly rental payable by Bright
Ocean to Better under the New Tenancy Agreement was reduced from HK$320,000
to HK$200,000 for renting the New Property for the period from 1 June 2003 to 30
November 2005 and the option to renew for a further term of three years at a monthly
rental of HK$352,000 was amended to the market rental to be agreed by Bright
Ocean and Better. The other terms and conditions as stipulated in the New Tenancy

Agreement remain in full force and effect.

The Deed constitutes a connected transaction of the Company as defined under the
Listing Rules. Further details of the above transaction are set out in an announcement

made by the Company on 30 June 2003.

On 5 July 2003, Hon Po Management Limited (“Ho Po Management”), a wholly
owned subsidiary of the Company entered into a sale and purchase agreement
(“Agreement”) with N.W.P. Investments to dispose of the property located at Honour
Building. To Kwa Wan (“Property”) for a cash consideration of HK$55 million. The
cash consideration was determined after arm’s lenght negotiations between the parties
involved in the Agreement and by reference to the property valuation prepared by
PFDSavills (Hong Kong) Limited. In accordance with the Agreement, Ocean Grace
Investments Limited (“Ocean Grace”), an indirect wholly-owned subsidiary of the
Company (as tenant) to enter into new tenancy agreement with N.W.P. Investments
with regard of the Property. Pursuant to the new Tenancy Agreement, Ocean Grace
pays rentals of HK$250,000 to N.W.P. Investments for renting the Property for a

period of six years commencing from 28 August 2003.
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25 RELATED PARTY TRANSACTIONS (continued)

vii)

viii)

The disposal of the To Kwa Wan property constitutes a major connected transaction
of the Company as defined under the Listing Rules, and the new tenancy agreement
constitutes a connected transaction of the Company as defined under the Listing
Rules. Further details of the above transaction are set out in an announcement and

the circular on 9 July 2003 and 25 August 2003.

On 21 July 2003, the Group permanently closed the restaurant located at Cheong
‘Wah Building in Tsuen Wan, Open Global Investments Limited (“Open Global”), a
wholly-owned subsidiary of the Company, and Bestall International Development
Limited (“Bestall”), a fellow subsidiary of the Company, entered into an agreement
in relation to the termination (the “July Surrender Agreement”) of the tenancy
agreement (the “Tsuen Wan Old Tenancy Agreement”) previously entered into
between Better and Bestall on 16 July 2001. Pursuant to the Tsuen Wan Old Tenancy
Agreement, Bestall leased to Better a property situated in Cheong Wah Building,
Tsuen Wan, New Territories, Hong Kong for a term of 9 years and fifteen days
commencing on 16 July 2001 and expiring on 31 July 2010 at a monthly rental of
HK$220,000. In accordance with the deed of novation dated 10 December 2001, the
rights and obligations of Better under the Tsuen Wan Old Tenancy Agreement were
assumed and accepted in all respects by Open Global. The Tsuen Wan Old Tenancy

Agreement was terminated with effect from 1 May 2003.

The July Surrender Agreement constitutes a connected transaction as defined under
the Listing Rules. Further details of the above transaction are set out in an

announcement made by the Company on 22 July 2003.

On 29 September 2003, The Group permanently closed the restaurant located at
Continental Mansion in North Point, Hon Po Rich Harvest Resources Limited (“Rich
Harvest”), a wholly-owned subsidiary of the Company, and Hon Po Investment
entered into an agreement in relation to the termination (the “September Surrender
Agreement”) of the tenancy agreement (the “North Point Old Tenancy Agreement”)
previously entered into between Dynaone Development Limited (“Dynaone”), a
fellow subsidiary of the Company, and Hon Po Investment on 27 September 2001.
Pursuant to the North Point Old Tenancy Agreement, Hon Po Investment leased to
Dynaone a property situated in Continental Mansion, North Point, Hong Kong for a
term of 3 years commencing on 27 September 2001 and expiring on 26 September
2004 at a monthly rental of HK$331,000 with an option to renew for another term of
three years. In accordance with the deed of novation dated 10 December 2001, the
rights and obligations of Dynaone under the North Point Old Tenancy Agreement
were assumed and accepted in all respects by Rich Harvest. The North Point Old

Tenancy Agreement was terminated with effect from 29 September 2003.

The September Surrender Agreement constitutes a connected transaction as defined
under the Listing Rules. Further details of the above transaction are set out in an

announcement made by the Company on 2 October 2003.
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26.

27.

28.

CONTINGENT LIABILITIES

At 31 December 2003, 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. A
provision has not been 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 a contingent liability 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$23,322,000 (2002 : HK$ 24,440,000) as at 31

December 2003.

At 31 December 2003, except for the corporate guarantees given by the
Company in support of banking facilities granted to certain subsidiaries
as set out in note 20 to the financial statements, the Company had no

significant contingent liabilities.

POST BALANCE SHEET EVENTS

i) Subsequent to the balance sheet date, the Group permanently
closed two of the Group’s restaurants located at Kwai Chung and
Kowloon City. Provisions for employees long service payments
and accrued salaries and wages in respect of the two closed
restaurants approximately HK$6,334,000 has been included in

contingent liabilities under note 26 to the financial statements.

ii)  Subsequent to the balance sheet date, Dragongem Development
Limited, a wholly-owned subsidiary of the Company, entered into
a sale and purchase agreement with an independent third party to
dispose of the property located at Jordan for a total cash
consideration of HK$650,000. As at 31 December 2003, provision
for impairment of the carrying value of the property of
HK$540,000 was made.

COMPARATIVE FIGURES

With a review of financial statements’ presentation, certain items in the
financial statements were reclassified which would result in a more
appropriate presentation of events or transactions. Accordingly,
comparative figures have been reclassified to conform with the current

year’s presentation.
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