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To shareholders:

BUSINESS REVIEW

In year 2004, the retail market conditions in Hong Kong slightly
improved amid the gradual recovery of the local economy and the
implementation of “Individual Visit Scheme”. However, the changes in
the spending pattern of Hong Kong people together with still relatively
high operating costs such as rentals and salaries, local restaurant
industry still faced severe challenges. As a result, the Group streamlined
and reorganized its restaurant network to improve operational efficiency

and achieve better resources allocation.

During the period under review, the Group permanently closed three of
its restaurants located at Kowloon City, Kwai Chung and Mei Foo (the
“Closed Restaurants”). The loss arose from disposal of the associated
fixed assets and other assets and payment for employees’ other benefits
of the Closed Restaurants amounting to approximately HK$10,156,000

was recorded in the accounts.

On 20 April, 2004, Oriental Team Investments Limited (“Oriental
Team”), a non wholly-owned subsidiary of the Company and Trinity
International Development Limited (“Trinity”) entered into a sale and
purchase agreement. Pursuant to the sale and purchase agreement,
Oriental Team agreed to sell certain assets which include the decoration
together with goods, chattels, inventories, fittings and furniture at
Alhambra Building in Yaumatei to Trinity at a consideration of
HK$6,000,000. The gain arose from the transaction amounting to
approximately HK$2,000,000 was recorded in the accounts. Details of
the transaction were included in the announcement and circular made
by the Company on 22 April 2004 and 13 May 2004 respectively.

On 2 June 2004, More Development Limited (“More Development”), a
wholly-owned subsidiary of the Company and Sino Major Company
Limited (“Sino Major”) entered into a sale and purchase agreement.
Pursuant to the sale and purchase agreement, More Development agreed
to sell certain assets which include the tools of trade, utensils, furniture,
fixtures, fittings, goods, chattels and inventories at Lux Theatre Building
in Hunghom to Sino Major at a consideration of HK$2,700,000. The
loss arose from the transaction amounting to approximately
HK$220,000 was recorded in the accounts. Details of the transaction
were included in the announcement and circular made by the Company
on 11 June 2004 and 5 July 2004 respectively.
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On 15 October 2004, Rich Source Management Limited (“Rich
Source”), a non wholly-owned subsidiary of the Company and Step
Rise Investment Limited (“Step Rise”) entered into a sale and purchase
agreement. Pursuant to the sale and purchase agreement, Rich Source
agreed to sell the tools of trade, utensils, furniture, fixtures, fittings,
goods, chattels and inventories at Eastland Towers in Sham Shui Po to
Step Rise at a consideration of HK$3,000,000. The loss arose from the
transaction amounting to approximately HK$1,670,000 was recorded
in the accounts. Details of the transaction were included in the
announcement and circular made by the Company on 18 October 2004
and 29 October 2004 respectively.

Upon the completion of these three transactions, the restaurant business
operated by Oriental Team, More Development, Rich Source under the
trading names of Chung Wah Restaurant, Hung Hom Hon Po Restaurant
and Sham Shui Po Hon Po Restaurant at the relating premises were

closed permanently.

As at 31 December 2004, the Group is still operating 5 restaurants
located at Tsim Sha Tsui, Mongkok, Hunghom and To Kwa Wan.

RESULTS

Affected by the closure of certain restaurants, the Group’s consolidated
turnover for the year ended 31 December 2004 decreased by 47.6%
from 2003 to HK$266,120,000. The Group’s consolidated net loss
attributable to shareholders for 2004 was approximately HK$39,988,000,
compared with the consolidated net profit attributable to shareholders
of HK$31,223,000 for 2003.

FINANCIAL REVIEW

Funding Policy

The Group will make its funding decision on a case-by-case basis and

according to the following factors:

- the availability of bank loans and the interest rate level;

- the availability of the advantage of using internal resources instead

of borrowings; and

- impact on the gearing ratio and interest rate fluctuation.
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Capital Structure

As at 31 December 2004, the Group had outstanding bank borrowings,
other loan and finance lease payables denominated in Hong Kong dollars
with an aggregate amount of HK$2,019,000 (2003: HK$11,858,000).
The cash and bank balances of the Group amounted to HK$10,535,000
(2003: HK$7,729,000). During the year, certain bank borrowings and
other loan were repaid by using internal resources and funds from the

immediate holding company.

The short-term borrowings of the Group accounted for 37.8% (2003:
81.5%) of the total borrowings as at 31 December 2004.

The interest expenses of the Group for the year under review were
HK$1,515,000 (2003: HK$3,473,000). As at 31 December 2004, the
ratio of total liabilities to total assets of the Group was 169.2% (2003:
89.9%).

Pledges of Assets

As at 31 December 2004, there was no (2003: net book value of
HK$650,000) leasehold land and buildings and investment properties
of the Group pledged as security for bank loans. As at 31 December
2004, there was no subsidiary (2003: 2 subsidiaries) pledged as security
for any short-term borrowing (2003: borrowing amounting to
HK$6,000,000).

Exchange Exposure

Since most of our sales, purchases and bank loans were denominated
in Hong Kong dollars during the year under review, the Group was
only exposed to insignificant exchange risks.

Employee Information

As at 31 December 2004, the Group had a total workforce of 494
(2003: 1,111). The salary and wages of our employees are commensurate
with their duties and performance.

Capital Commitment

As at 31 December 2004 and 31 December 2003, there was no material

capital commitment for the Group.
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Contingent Liabilities

As at 31 December 2004 and 31 December 2003, a number of current
employees had achieved the required number of years of service to the
Group in order to be eligible for long services payments under the
Employment Ordinance should their employment be terminated under
certain prescribed circumstances. Provision has not been made 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.

As at 31 December 2004, the Group had contingent liabilities in respect
of possible future payments to employees under the Employment
Ordinance, with a maximum possible amount of HK$6,700,000 (2003:
HK$23,322,000).

PROSPECTS

In February 2005, the Company successfully placed 126,000,000 new
shares at a price of HK$0.0624 per share to certain independent
individual investors. The net proceeds of the placing were approximately

HK$7,600,000 and had been fully utilized as general working capital.

In February 2005, the Company appointed a securities company to
place a series of convertible notes of the Company to certain potential
independent placees (the “Placing”) for a maximum principal value of
HK$40,000,000. The proceeds of the Placing , if completed, will intend
to be used as working capital and the financial position of the Group

will be improved significantly.

With these additional financial resources, together with the completion
of the reorganization of the restaurant network, the management of the
Company is optimistic about the operation results of the Group in the

forthcoming year.

By Order of the Board

Cheung To Sang

Chairman and Managing Director

Hong Kong, 22 April 2005
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