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To shareholders:

During the year, the retail market conditions in Hong Kong slightly
improved amid the gradual recovery of the local economy. 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.

For improvement on the operating results, at the end of February 2005,
one of restaurants located in Tsim Sha Tsui was closed for redecoration

and was reopened in May 2005 with a new furnishing image.

As at 31st December 2005, the Group is still operating five restaurants
of which two located at Tsim Sha Tsui and one of each in Mongkok,

Hunghom and Tokwawan.

On the other hand, the Company is constantly looking for different
types of investment opportunities. On 28th December 2005, the Vendor
(an individual and an independent third party), the Company,
Newsummit Investments Limited (an independent third party wholly-
owned by the vendor) (“Newsummit”) and the Guarantor (an individual
and an independent third party) entered into a conditional agreement
pursuant to which, inter alia, (i) the Company has agreed to acquire
60% interest in Newsummit, a company which through its subsidiaries
in Hong Kong and the PRC hold certain rights to the Coal Mine (with
a capacity of 800,000,000 tonnes of coal based on a preliminary
valuation) and the Peat Moss Mine (the ability to exploit up to 5,000,000
tonnes of peat moss); and (ii) the Company has been granted the call
option to acquire the remaining 40% interest in Newsummit (the
“Transaction”). Pursuant to this agreement, the Company had paid the
refundable deposits in total amount of HK$100 million. Details of the
Transaction were disclosed in the announcement of the Company dated
7th April 2006. It is expected this investment will made a positive
contribution towards the Group’s operation in the forthcoming years.

Affected by the decrease in the number of restaurants and adverse
operating environment, the Group’s audited consolidated turnover
decreased by 30.10% from year 2004. The Group’s audited consolidated
net loss attributable to shareholders for the current year was
approximately HK$22.04 million, compared with audited consolidated
net loss of HK$39.99 million in year 2004.
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Liquidity, Financial Resources and Capital Structure

According to a placing agreement signed between Hon Po Investment
Limited (the ‘Vendor’) and Yicko Securities Limited (the ‘Placing
Agent’) and a subscription agreement signed between the Vendor and
the Company both on 20th January 2005, the Vendor appointed the
Placing Agent to place 126,000,000 the then shares beneficially owned
by the Vendor to independent investors at HK$0.0624 each, and the
Company subsequently issued the then 126,000,000 subscription shares
at HK$0.0624 each to the Vendor. Upon issue of the subscription shares,
the total number of issued capital had been increased to 756,000,000
then shares. The net proceeds of the subscription were approximately
HK$7.6 million and were fully utilized for the general working capital
of the Group. Details of the transaction were disclosed in the Company’s

announcement dated 20th January 2005.

On 7th February 2005, the Company and the Placing Agent entered
into a placing agreement to propose placing of the first convertible
notes in an aggregate principal amount of HK$40 million in maximum
(the “First Placing Agreement”). According to the terms of the first
convertible notes, the noteholders were entitled to convert 400,000,000
new shares at the conversion price of HK$0.10 per consolidated share
after the adjustment for share consolidation being taken effective on
11th April 2005. The proposal of placing of the first convertible notes
was approved by the shareholders in the extraordinary general meetings
held on 30th June 2005. On 11th August 2005, the Company
successfully issued an aggregate principal amount of HK$40 million
convertible notes to certain independent professional, corporate or
individual placees pursuant to the First Placing Agreement. On the
same date, the Company received conversion notices for the full
conversion of the convertible notes issued and as a result of which the
Company has issued a total of 400,000,000 shares to those placees at
the conversion price of HK$0.10 each. The net proceeds from the issue
of the first convertible notes was approximately HK$39.4 million and
had been utilized as partial settlement of the debts and liabilities such
as accounts payable, other payables, accrual and working capital
advanced from Hon Po Investment Limited for the Group. Details of
the transaction were disclosed in the announcements of the Company
dated 21st February 2005, 9th May 2005 and 11th August 2005 and
circulars of the Company dated 21st March 2005 and 14th June 2005

respectively.
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On 21st February 2005, the board of the Company proposed to
consolidate every 5 issued and unissued shares of HK$0.01 each into
one consolidated share of HK$0.05 each (the “Consolidated Share™)
(the “Share Consolidation”). The board of the Company also proposed
to change the board lots size of Consolidated Shares into 20,000. The
proposal in relation to the Share Consolidation and the change of the
board lots size were approved by the shareholders at the extraordinary
general meeting held on 8th April 2005 and being taken effect on 11th
April 2005. Details of the Share Consolidation were disclosed in the
announcements of the Company dated 21st February 2005 and 8th
April 2005 and circular of the Company dated 21st March 2005.

On 29th March 2005, the Company and the Placing Agent entered into
the placing agreement to propose to place the second convertible notes
in an aggregate principal amount of HK$100 million in maximum (the
“Second Placing Agreement”). According to the terms of the second
convertible notes, the noteholders were entitled to convert into
2,000,000,000 new Consolidated Shares at the conversion price of
HKS$0.05 each. The proposal of placing of the second convertible notes
was approved by the shareholders in the extraordinary general meetings
held on 30th June 2005. On 25th July 2005, the Company issued an
aggregate principal amount of HK$50,000,000 convertible notes to
certain independent professional, corporate or individual placees
pursuant to the Second Placing Agreement. On the same date, the
Company received conversion notices for the full conversion of the
convertible notes issued and as a result of which the Company has
issued a total of 1,000,000,000 shares to those placees at the conversion
price of HK$0.05 each. On 22nd August 2005, the Company issued an
aggregate principal amount of HK$50,000,000 convertible notes to
certain independent professional, corporate or individual placees
pursuant to the Second Placing Agreement. On the same date, the
Company received conversion notices for the full conversion of the
convertible notes issued and as a result of which the Company has
issued a total of 1,000,000,000 shares to those placees at the conversion
price of HK$0.05 each. The net proceeds from the issue of the second
convertible notes was approximately HK$98.2 million and was applied
as refundable deposits for the Transaction. Details of the above
transactions were disclosed in the announcements dated 9th May 2005,
25th July 2005, 22nd August 2005 and 7th April 2006 and the circular
of the Company dated 14th June 2005 respectively.
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On 9th May 2005, the board of the Company proposed to the
shareholders to increase the authorized share capital of the Company
from HK$100,000,000 divided into 2,000,000,000 shares of HK$0.05
each to HK$500,000,000 divided into 10,000,000,000 shares of
HK$0.05 each by the creation of an additional authorised share capital
of HK$400,000,000 divided into 8,000,000,000 shares of HK$0.05 each.
It had been approved by the shareholders in the extraordinary general
meeting held on 30th June 2005. Details were disclosed in the
announcement and circular of the Company dated 9th May 2005 and
14th June 2005 respectively.

As at 31st December 2005, the Group had outstanding bank borrowings
and finance lease payables denominated in Hong Kong dollars with an
aggregate amount of HKS$1,253,000 (31st December 2004:
HK$2,019,000). The cash and bank balances of the Group amounted to
HK$29,572,000 (31st December 2004: HK$10,535,000).

The short-term borrowings of the Group accounted for 49.16% (31st
December 2004: 37.84%) of the total borrowings at 31st December
2005.

The interest expenses of the Group for the year were HK$128,000
(2004: HK$1,515,000).

As at 31st December 2005, the ratio of total liabilities to total assets of
the Group was 47.22% (31st December 2004: 167.69%).

Pledge of Assets

As at 31st December 2005 and 31st December 2004, there were no
leasehold land and buildings and investment properties of the Group

pledged as security for bank loans.
Exchange Exposure

Since most of our sales, purchases of raw materials, bank borrowings
and cash and bank balances were denominated in Hong Kong dollars
during the relevant periods, the Group was only exposed to insignificant

exchange risks.
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Capital Commitments

As at 31st December 2005, the Group and the Company had
commitments amounting to approximately HK$5,000,000,000 (31st
December 2004: nil) for the balance payment of the consideration of
the Transaction which has been contracted but not provided for in the
financial statements in respect of the acquisition of the Coal Mine and
Peat Moss Mine.

Contingent Liabilities

As at 31st December 2005, except for the corporate guarantee given by
the Company in support of banking facilities granted to a subsidiary
and the corporate guarantee for operating lease commitment of a wholly-
owned subsidiary, the Company has no other significant contingent

liabilities.
Employee Information

As at 31st December 2005, the Group had a total workforce of 474
(2004: 660). The salary and wages of our employees are commensurate

with their duties and performance.

The Group has endeavored to streamline and to reorganize its restaurant
network during the past two years, as a result, the operating loss of the
Group had been improved during the year. Subsequent to the year end
date, the management of the Company decided to temporarily close the
restaurant in Tokwawan for redecoration and will be reopened by the
end of April 2006 with a new furnishing image. The management of
the Company is optimistic about the operating results of the Group in

the forthcoming years.
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On the other hand, according to the 2005 Statistics on National Economy
and Social Development issued by the State Statistical Board, raw coal
production volume was 2.19 billion tonnes, coal consumption was 2.14
billion tonnes representing year-on-year increase of 9.9% and 10.6%
respectively. According to the preliminary forecast of the National
Economy and Social Development, domestic demand for coal in 2006
will be about 2.17 billion tonnes. Regarding to the announcement dated
7th April 2006 in relation to the Transaction, if the Transaction is
completed, the Group will obtain the exploitation rights to the Coal
Mine (with a capacity of 800 million tonnes of coal based on a
preliminary valuation) and the Peat Moss Mine (with the ability to
exploit up to 5 million tonnes of peatmoss) in the PRC. In view of the
highlighted statistical analysis, it is expected the coal mining industry
is encouraging in the PRC with an attractive profit margin, the board
believes that the Transaction could significantly brighten the business

prospects of the Group in the forthcoming years.

By Order of the Board

Cheung To Sang

Chairman & Executive Director

Hong Kong, 18th April 2006

H—H T REERARRERZ BT RE
B R A HAt RS T R ER S
21915 A SR FE B 5 21405 MR > 4 4F 10 45 1
759.9% 5% 10.6% ° M5 B 5 48 9% KAt & 8 | 2.
WA FE B AR 2 A 7SR R BTN AR
B A2 7MW AR N R R ENEMNA LA
WA B IASL 5 g R AT & - i 5% 1A
22 5y 15 LA 58 1 A e [ 4 T BROAS R (i R —
WA 5T B A & 5 800,000,000 44 DL K
B (H = A BR 3% 5,000,000M V8 #%) 2 7 1
BE A BN bk 22 SR BT T B A
M — EEE AR R LB BRG] EH
& HA (G 5% JEL2E 2 % AT A AR AF B 35 0 AR R
Z W

KR

B

i

R A
F IR ATEF

W “FRNENA A



