NOTES TO THE FINANCIAL STATEMENTS
A B R B A

31 December 2005 —EFXFHFE+TH=1—H

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. On
28 December 2005, the Company entered into a conditional
agreement with two independent third parties to acquire 60%
equity interest in Newsummit, as further detailed in note 20,
with a view of diversifying the business of the Group into
exploitation, production and sale of peat moss and coal. The
principal activities of the Company’s subsidiaries during the year
are operation of a chain of Chinese restaurants and food
manufacturing in Hong Kong. The principal activities of the

subsidiaries are set out in note 17 to the financial statements.

The financial statements are presented in Hong Kong dollars,

which is the same as the functional currency of the Company.

In preparing these financial statements, the directors of the
Company have made due care and considerations concerning the
appropriateness of the going concern concept in light of the
current financial position of the Group and the proposed
acquisition of the equity interest in Newsummit as detailed in

note 20 to the financial statements.
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As disclosed in note 20, apart from the balance of consideration
of HK$5 billion for the acquisition of 60% equity interests in
Newsummit to be settled by the Company by way of the issue of
an interest-free convertible note of the same amount, Newsummit
will have capital commitments of approximately RMB2 billion
in respect of the exploration, exploitation and production of Coal
Mine and Peat Moss Mine. Subsequent to 31 December 2005,
Newsummit has entered into a letter of intent with an independent
third party to set up a joint venture for joint development and

exploitation of coal as further detailed in note 20 below.

In addition, the Group had net current liabilities of
HK$39,440,000, and a net loss of HK$22,042,000 for the year
then ended. The financial statements have been prepared on a
going concern basis, the validity of which will depend upon future
funds being available to the Group to meet its debts as and when
they fall due in the foreseeable future, in particular, the capital
expenditure for the Peat Moss Mine and Coal Mine following
completion of the proposed acquisition of 60% equity interests

in Newsummit.

The Company is currently seeking a placing agreement with an
independent placing agent to raise funds for financing the
operations of the Peat Moss Mine and Coal Mine of Newsummit
Group upon completion of the Master Agreement. The directors
of the Company are of opinion that the Group will successfully
conclude the placing agreement in order to raise funds to meet
the capital requirements and expenditure for the Coal Mine and
Peat Moss Mine upon completion of the proposed acquisition of
60% equity interests in Newsummit. In addition, a shareholder of
the Company, Hon Po investment Limited, has also agreed to
provide financial support to the Group so as to maintain the
Group as a going concern for the foreseeable future, and will not
demand the repayment for the amounts of HK$35,413,000 due
by the Group until the Group has adequate working capital to do
so without significantly curtailing its Chinese restaurant

operations.
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Should the Group be unable to continue its business as a going
concern, adjustments would have been made to restate the value
of the assets, including the deposits of HK$100,000,000 paid for
the acquisition of equity interests in Newsummit to their
recoverable amounts, to provide for any further liabilities which
might arise, and to reclassify the non-current assets and non-
current liabilities as current assets and current liabilities

respectively.

Statement of compliance

These financial statements have been prepared in accordance with
applicable Hong Kong Financial Reporting Standards
(“HKFRSs”), which collective term includes all applicable
individual Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs”) and interpretations issued by
the Hong Kong Institute of Certified Public Accountants
(“HKICPA”), accounting principles generally accepted in Hong
Kong and the disclosure requirements of the Hong Kong
Companies Ordinance. These financial statements also comply
with the applicable disclosure provisions of Rules Governing the
Listing of Securities on the The Stock Exchange of Hong Kong
Limited. A summary of the significant accounting policies adopted

by the Group is set out below.
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Statement of compliance (continued)

The HKICPA has issued a number of new and revised HKFRSs
that are effective for accounting periods beginning on or after 1
January 2005. The adoption of the new and revised HKFRSs has
had no material effect on how the results for the current or prior
accounting years are prepared and presented. Accordingly, no

prior year adjustment has been required. In summary:

— HKAS 1 has affected the presentation of minority interests
and other disclosures
— HKAS 24 has affected the identification of related parties

and some other related-party disclosures

The adoption of HKAS 32 and HKAS 39 resulted in a change in
accounting policy relating to the classification of financial assets/

financial liabilities at fair value through profit or loss.

The Group has not early adopted the following new standards

and interpretations that have been issued but are not yet effective.

The directors of the Company anticipate that the application of

these standards or interpretations will have no material impact

on the financial statements of the Group.

— HKAS 1 (Amendment) Capital disclosures

— HKAS 19 (Amendment) Actuarial gains and losses,
group plans and disclosures

— HKAS 39 (Amendment) Cash flow hedge accounting of

forecast intragroup transactions

— HKAS 39 (Amendment) The fair value option
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Statement of compliance (continued)

— HKAS 39 & HKFRS 4 Financial guarantee contracts

(Amendment)
— HKFRS 6 Exploration for and evaluation of
mineral resources
— HKFRS 7 Financial instruments: disclosures

Basis of preparation

The consolidated financial statements for the year ended 31
December 2005 comprise the Company and its subsidiaries
(together referred to as the “Group”). The consolidated financial
statements have been prepared under the historical cost

convention.

The preparation of financial statements in conformity with
HKFRSs requires management to make judgements, estimates
and assumptions that affect the application of policies and reported
amounts of assets, liabilities, income and expenses. The estimates
and associated assumptions are based on historical experience
and various other factors that are believed to be reasonable under
the circumstances, the results of which form the basis of making
the judgements about carrying values of assets and liabilities that
are not readily apparent from other sources. Actual results may

differ from these estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision
affects that period, or in the period of the revision and future

periods if the revision affects both current and future periods.
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Subsidiary

A subsidiary, in accordance with the Hong Kong Companies
Ordinance, is a company in which the Group, directly or
indirectly, holds more than half of the issued share capital or
controls more than half of the voting power or controls the
composition of the boards of directors. Subsidiaries are considered
to be controlled if the Company has the power, directly or
indirectly, to govern the financial and operating policies, so as to

obtain benefits from their activities.

An investment in a controlled subsidiary is consolidated into the
consolidated financial statements from the date that control

commences until the date that control ceases.

Intra-group balances and transactions and any unrealized profits
arising from intra-group transactions are eliminated in full in
preparing the consolidated financial statements. Unrealized losses
resulting from intra-group transactions are eliminated in the same
way as unrealized gains but to the extent that there is no evidence

of impairment.

Minority interests at the balance sheet date, being the portion of
the net assets of subsidiaries attributable to equity interests that
are not owned by the Company, whether directly or indirectly
through subsidiaries, are presented in the consolidated balance
sheet and statement of change in equity within equity, separately
from equity attributable to the equity holders of the Company.
Minority interests in the results of the Group are presented on
the face of the consolidated income statement as an allocation of
the total profit or loss for the year between minority interests

and the equity holders of the Company.
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Subsidiary (continued)

Where losses applicable to the minority exceeds the minority’s
interest in the equity of a subsidiary, the excess, and any further
losses applicable to the minority, are charged against to the
Group’s interest except to the extent the minority has a binding
obligation to, and is able to, make additional investment to cover
the losses. If the subsidiary subsequently reports profits, the
Group’s interest is allocated all such profits until the minority’s
share of losses previously absorbed by the Group has been

resolved.

In the Company’s balance sheet, an investment in a subsidiary is
stated at cost less impairment losses, unless the investment is
classified as held for sale (or included in a disposal group that is

classified as held for sale).

Goodwill

Goodwill represents the excess of the cost of a business
combination or an investment in and associate or a jointly
controlled entity over the Group’s interest in the net fair value of
the acquiree’s identifiable assets, liabilities and contingent
liabilities. Goodwill is stated at cost less accumulated impairment
losses. Goodwill is allocated to cash-generated units and is tested
annually for impairment. Any excess of the Group’s interest in
the net fair value of the acquiree’s identifiable assets, liabilities
and contingent liabilities over the cost of a business combination
or an investment in an associate or a jointly controlled entity is
recognised immediately in profit or loss. On disposal of a cash
generating unit during the year, any attributable amount of
purchased goodwill is included in the calculation of the profit or

loss on disposal.
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Property, plant and equipment

Property, plant and equipment are stated at cost 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.

Depreciation is calculated on the straight-line basis to write off
the cost or valuation of items of property, plant and equipment
over their estimated useful lives as follows:

Leasehold improvements 6 years or over the unexpired

period of the lease

Furniture and fixtures 6 — 8 years
Plant and equipment 6 — 8 years
Motor vehicles 4 years

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.

Assets acquired under 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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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.

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.

i) 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).
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Impairment of assets (continued)

ii)  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.

Other assets

Other assets represent utensils, linen and uniforms. No
depreciation is provided on the initial purchase of utensils, linen
and uniforms which are capitalized 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.

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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Trade and other receivables

Trade and other receivables are initially recognised at fair value
and thereafter stated at amortised cost less impairment losses for
bad and doubtful debts, except where the receivables are interest-
free loans made to related parties without any fixed repayment
terms or the effect of discounting would be immaterial. In such
cases, the receivables are stated at cost less impairment losses

for bad and doubtful debts.

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value
less attributable transaction costs. Subsequent to initial
recognition, interest-bearing borrowings are stated at amortised
cost without any difference between cost and redemption value
being recognised in profit or loss over the period of borrowings

using the effective interest method.

Trade and other payables

Trade and other payables are initially recognised at fair value
and thereafter stated at amortised cost unless the effect of
discounting would be immaterial, in which case they are stated

at cost.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand,
demand deposits with banks and other financial institutions, and
short-term, highly liquid investments that are readily convertible
into known amounts of cash and which are subject to an
insignificant risk of change in value, having been within three
months of maturity at acquisition. Bank overdrafts, if any, that
are repayable on demand and form an integral part of the Group’s
cash management are also included as a component of cash and
cash equivalents for the prupose of the consolidated cash flow

statement.
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Deferred income tax

Deferred income tax 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 consolidated
financial statements. However, the deferred income tax is not
accounted for if it arises from initial recognition of an asset or
liability in a transaction other than a business combination that
at the time of the transaction affects neither accounting nor taxable
profit or loss. Deferred income tax is determined using tax rates
that have been enacted or substantively enacted by the balance
sheet date and are expected to apply when the related deferred
income tax asset is realized or the deferred income tax liability

is settled.

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 income tax 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.

A FE P 13 B

T SB R M ARENEERAEZ
Pt B A 5 6 B 5 3R 2 MR T (L 7
fH] 2 W e 4 22 L A R A o SR > ik 0 AE
PR BL IR B 685 & LA 2 2 5 1)
A e 8 R R T AE A 5 R AN
e wt oI R B A - R AS PR 51 R o 2
JIr A5 B 45 A & 2 T A A R R A
NG FE S AR IR A S T A B R A R AR
IEP AR BB AR R E AT 2 B

R S P 15 B0 S A A R A AT 2 A TR
Bt i 1 AT 1K 9 T IR P 2 R e T

R S0 T Aot A 3 % 1 B JB 8 ) 2 T
HE 2 IR VR 25 S - e i I 2
P [m] 2 R[] 2 42 o) B B W A 2 BRAE W]
51 2 AT R A B [ B B A



NOTES TO THE FINANCIAL STATEMENTS
A B R B A

31 December 2005 —EFXFHFE+TH=1—H

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.

Translation of foreign currencies

Foreign currency transactions during the year are translated at
the foreign exchanges rates ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign currencies
are translated at the foreign exchange rates ruling at the balance
sheet date. Exchange gains and losses are recognised in profit or
loss, except those arising from foreign currency borrowings used
to hedge a net investment in a foreign operation which are

recognised directly in equity.

Non-monetary assets and liabilities that are measured in terms or
historical cost in a foreign currency are translated using the
foreign exchange rates ruling at the transaction dates. Non-
monetary assets and liabilities denominated in foreign currencies
that are stated at fair value are translated using the foreign

exchange rates ruling at the dates the fair value was determined.
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Translation of foreign currencies (continued)

The results of foreign operations are translated into Hong Kong
dollars at the exchange rates approximating the foreign exchange
rates ruling at the dates of the transactions. Balance sheet items,
including goodwill arising on consolidation of foreign operations
acquired after 1 January 2005, are translated into Hong Kong
dollars at the foreign exchanges rates ruling at the balance sheet
date. The resulting exchange differences are recognised directly

in a separate component of equity.

On disposal of a foreign operation, the cumulative amount of
exchange differences recognised in equity which relate to that
foreign operation is included in the calculation of the profit or

loss on disposal.

Employee benefits

i) 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.
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Employee benefits (continued)

ii)

iii)

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.

Share-based payment transactions

The Company operates a share option scheme for granting
of share options, for the purpose of providing incentives

and/or rewards, to eligible employees of the Group.

Employees of the Group (including Directors) receive
remuneration in the form of share-based payment
transactions, whereby employees render services as
consideration for equity instrument (“equity-settled

transactions”).
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Employee benefits (continued)

iii)

Share-based payment transactions (continued)

The cost of equity-settled transactions with employees is
measured by reference to the fair value at the date at which
they are granted. It is recognized, together with a
corresponding increase in equity, over the year in which
the performance and/or service conditions are fulfilled,
ending on the date on which the relevant employees become
fully entitled to the award (“vesting date”). The cumulative
expense recognized for equitysettled transactions at each
reporting date until the vesting date reflects the extent to
which the vesting period has expired and the number of
awards that, in the opinion of the Directors at that date,
based on the best available estimate of the number of equity

instruments that will ultimately vest.

No expense is recognized for awards that do not ultimately
vest, except for awards where vesting is conditional upon a
market condition, which are treated as vesting irrespective
of whether or not the market condition is satisfied, provided
that all other performance conditions are satisfied. Where
an equity-settled award is cancelled, it is treated as if it
had vested on the date of cancellation, and any expense not
yet recognized for the award is recognized immediately.
However, if a new award is substituted for the cancelled
award, and designated as a replacement award on the date
that it is granted, the cancelled and new awards are treated
as if they were a modification of the original award, as

described in the previous paragraph.

P B A (A7)

iii)

YL 75 B BE S A 2 sk R 5
(#)
REHEAE RS 2 AT 2 ]
MR T AR T A2 A E
(e w72 R B K 8RB e 1R 45
) JE A7 B3] A 20 B RERE > B R AN
1B Boe vl ZAZEMZ A (T
J& H 1) Fb ak o T HE At A K E Hb 4
0o 75 57 8§ H 2 w4 R 45 O
HE 4 565 55 52 oy P e Rl 2 Rt 2L >
T W el 0 i i 2 R R M
AR A E B OB R AR B 2 AR T
H¥s 2 R Efhste

Ik i A0k A°F 42 71 35195 DL 2 HE R A
BRI KR T i B 2 REA] > R AN TfE
AT AT 2 T o T 35S S B A A 4 T
518 DL 2 REA] > 76 H At 3% LA 1 48
PO  AE T SRS
B BOR > HRALAE C B 8 o 1 HE 2 45
G S T A B A G
F e - T 1o A A % i P e R
AT ey 22 11 28 B IRS 3 DA AR o AR T
A A — TEHT i B A L
B $% B B AR 8 B i i i
B A > BI % a0 i P R i
Y WL A AT R 2 kB (R B
i)



NOTES TO THE FINANCIAL STATEMENTS
A B R B A

31 December 2005 —EFXFHFE+TH=1—H

Revenue recognition

Provided it is probable that the economics benefits will flow to
the Group and the revenue and costs, if applicable, can be
measured reliably, revenue is recognised in the income statement

as follows:

i) Revenue from restaurant operations is recognised when

catering services are provided to customers.

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

the interest rates applicable.

iii) Operating lease rental income is recognised on a straight-

line basis over the lease periods.

iv)  Handling fee income and sourcing fee income are recognised

when the related services have been rendered.

Related parties

Parties are considered to be related to the Group if the Group has
the ability, directly or indirectly, to control the party or exercise
significant influence over the party in making financial and
operating decisions, or vice verse, or where the Group and the
party are subject to common control or common significant
influence. Related parties may be individuals (being members of
key management personnel, significant shareholders and/or their
close family members) or other entities and include entities which
are under the significant influence of related parties of the Group
where these parties are individuals, and post-employment benefit
plans which are for the benefit of employees of the Group or of

any entity that is a related party of the Group.
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Segment reporting

A business segment is a group of assets and operations engaged
in providing products or services that are subject to risks and
returns that are different from those of other business segments.
A geographical segment is engaged in providing products and
services within a particular economic environment that are subject
to risks and returns that are different from those of segments

operating in other economic environments.

Financial risk factors

Exposure to credit, liquidity, interest rate and currency risks arises
in the normal course of the Group’s business. These risks are
limited to the Group’s financial management policies and practices

described below:

(a) Credit risk

The Group has no significant concentrations of credit risk.
It has policies in place to ensure that sales of goods are
made to customers with an appropriate credit history. Sales
to restaurant customers are made in cash or via major credit

cards.
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Financial risk factors (continued)
(b) Liquidity risk

Prudent liquidity risk management risk implies sufficient
cash, the availability of funding and financial supports when
needed from other companies within Group. The Group
has maintained a tight treasury controls and the Group’s

liquidity needs are financed by its working capital.
(c) Cash flow and fair value interest rate risk

As the Group has no significant interest-bearing assets, the
Group’s income and operating cash flows are substantially

independent of changes in market interest rates.
Fair value estimation

The aggregate net fair values of financial assets and financial
liabilities are not materially different from their carrying amounts.
Fair value estimates are made at a specific point in time and are
based on relevant market information and about the financial
instruments. These estimates are subjective in nature and involved
uncertainties and matters of judgment and therefore cannot be
determined with precision. Changes in assumptions could

significantly affect the estimates.
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Critical accounting estimates and judgements

The Group makes estimates and assumptions concerning the

future. The resulting accounting estimates will, by definition,

seldom equal the actual related results. The estimates and

assumptions that have a significant risk of causing a material

adjustment to the carrying amounts of assets and liabilities within

the next financial year are discussed below:

(a)

(b)

(c)

Estimated useful lives of plant and equipment

The Group’s management determines the estimated useful
lives and related depreciation charges of its plant and
equipment. This estimate is based on the historical
experience of the actual useful lives of plant and equipment
of similar nature and functions. Management will increase
the depreciation charge where useful lives are less than
previously estimates lives, or it will write-off or write-down
technically obsolete or non-strategic assets that have been
abandoned or sold.

Impairment of financial assets

The Group followed the guidance of HKAS 39 on
determining when an investment was other than temporarily
impaired. This determination required significant
judgements. In making these judgements, the Group
evaluated, among other factors, the duration and extent to
which the fair value of an investment was less than its cost;
and the financial health of and near-term business outlook
for the investee, including factors such as industry and sector
performance, changes in technology and operational and

financing cash flows.

Impairment of deposits paid for the proposed acquisition
of Coal Mine and Peat Moss Mine

The completion of the proposed acquisition of 60% equity
interests in Newsummit is subject to the fullfilment of a
number of conditions. The directors of the Company believe
that there are reasonable grounds that these conditions
precedent will be fullfiled and that the Coal Mine and Peat
Moss Mine held by Newsummit will be commercially and
technically viable. The directors of the Company are of the
opinion that no impairment is required on the deposits of
HK$100,000,000 paid for the proposed acquisition of

Newsummit.
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No separate analysis of segment information by business or

geographical segments is presented as the Group’s principal

business comprises mainly the operation of a chain of Chinese

restaurants in Hong Kong.

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:

Turnover
Receipts from restaurant operations

Sales of food manufactured

Other revenue
Rental income, gross

Sundry income

Total revenue
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i)

ii)

Gain arising from disposal of subsidiaries

In previous 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.

Gain arising from liquidation of a subsidiary

In previous year, 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 that year.

i)

(i)
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The Group’s loss from operations is stated after crediting and

charging the following:

Gain arising from de-consolidation AT E A R ARG
of subsidiaries AMRE £ 2 I is
Rental income, gross 4 e A KB
Auditors remuneration A% S5 i P
Loss on disposal of property, plant thEWE WE R
and equipment B i
Loss on disposal of other assets B A & 2 iR
Cost of inventories consumed BIHFEAE B LA
Depreciation g
Owned assets REHH 2 EE

Assets held under finance lease

Staff costs (including directors’

WREMEMQ A ERE
B TSA (645 # 5 M &

remuneration — note 14): — B 5E 14)
Wages and salaries and ITHE -&Ea Kk
other staff benefits FoAth B T 48 #
Pension scheme contributions B 4w Ak 3K
Minimum lease payments under T R T 2 REHL 2
operating leases on land and buildings: AR & 4 3
Related companies /N
Third parties =07
* Included in the staff costs are the severence payments of approximately *

HK$1,434,000 (2004: HK$8,421,000) and provision for long service

payments of HK$3,100,000 (2004: Nil).

208

380

5,268

52,642

5,486
97
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Interest on bank loans and overdrafts SRAT B KB S 2 F B
Interest on other loan HoAh & ] B
Interest ion finance leases BlE LA 2 A B

Hong Kong profits tax has been provided for at the rate of 17.5%
(2004: 17.5%) on the estimated assessable profits for the year.

The amount of taxation charged in the consolidated income

statement represents:

106

22

128

348
1,123
44

1,515

i M BB RIR A 4F BE 2 At E AR

BRI E17.5% (—FF

PE H A

PO 42 17.5%)

TS f A W i 2 S B 2 BT S

Hong Kong profits tax AR =
Under/(over) provision in prior year AR AR G B 297
Deferred taxation (note 21) EIEBLIE (B 5E21) 2,194

2,491

31
(318)
3,039

2,752
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The charge/(credit) for the year can be reconciled to the loss per ERFrnBE, (5EA) Bk ts £ R 2k
income statement as follows: BE RN
Loss before taxation W B A G 18 (19,551) (37,247)

Effect of tax at Hong Kong profits tax rate of %% % M 15 BB % 17.5%

17.5% (2004: 17.5%) (ZF LA 17.5%) "t 5H

ZRBRE (3,421 (6,518)
Income that are not taxable FERRBLUA (1) (4,076)
Expenses that are not deductible AN AT 195k B 3 61 4,806
Increase in deferred taxation A JiE ol TE 38 0 2,194 3,284
Utilisation of tax losses B Bl H 5 48 (315) (111)
Unused tax losses not recognised R 2 R B B I s 4R 2,550 7,440
Temporary timing difference W L 1,126 (1,755)
Others HoAth 297 (318)
2,491 2,752

Taxation payable in the consolidated balance sheet represents: ARG EEAMREN ZBIE:

Hong Kong profits tax T v 115 Bl - 107
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The net loss attributable to equity holders of the Company includes
loss of approximately HK$47,212,000 (2004: loss of
HK$15,373,000) which has been dealt with in the financial
statements of the Company for the year ended 31 December 2005.

No dividend was paid or proposed for the year ended 31 December
2005, nor has any dividend been proposed since the balance sheet

date.

The calculation of basic loss per share for the year ended 31
December 2005 is based on the loss attributable to equity holders
of approximately HK$22,040,000 (2004: loss of HK$39,988,000)
and the weighted average of 1,105,633,973 (2004: 126,000,000).
The weighted average number of ordinary share in issue for 2004
has been restated to adjust for the effect of the share consolidation
of every 5 shares into 1 share being taken effect on 11 April
2005.

Diluted loss per share is not presented as there was no dilutive
potential ordinary shares in existence for the years ended 31

December 2005 and 31 December 2004.
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31 December 2005

Directors’ remuneration disclosed pursuant to section 161 of the

“EETEF A= —H

Hong Kong Companies Ordinance is as follows:

Cheung To Sang

Cheung Lim Mai Tak, Grace
She Hing Chiu

Tse Chick Sang*

Chan Nun Chiu#

Chan Shi Yung

Chui Kwong Kau

Cheung Sik Pang®
Ng Wing Po*

Chang Kin Man
Wu Tak Lung

Lee Pui Hang, Pieann

*  Mr. Tse Chick Sang resigned on 5 October 2005

# Mr. Chan Nun Chiu retired on 5 July 2005.

A Both Mr. Cheung Sik Pang and Mr. Ng Wing Po resigned on 24 March 2005.

R A
TRAREE
B
A A
B R R #
I A8t 5
ALk

iR 85 g
Bk A

P e R
RIEHE
2 i 5

MR8 7 v O W) R 1) 58 161 IR 48 B 2 HE

o r
- 600
- 600
- 600
- 450
- 300
- 210
- 90
- 150
- 150
80 -
80 -
10 -
170 3,150

12 612
12 612
12 612
9 459
6 306
6 216
3 93
3 153
3 153
- 80
- 80
- 10
66 3,386

OSSR AER R FRAE T A LA BT

# BRAEMUSEAN T HELH LA BE-.

A RS R SRR EEFREZA

U H BT

7
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NOTES TO THE FINANCIAL STATEMENTS

SRS R B

31 December 2005 —FXHFE+T_H=1—H

Cheung To Sang

Chan Nun Chiu

Cheung Lim Mai Tak, Grace
She Hing Chiu

Tse Chick Sang

Cheung Sik Pang
Ng Wing Po

Chang Kin Man
Wu Tak Lung

Lee Pui Hang, Pieann

Fees

Other emoluments:

Salaries, allowances and benefits in kind

Retirement scheme contributions

During the year, no emoluments were paid by the Group to the

directors as an inducement to join, or upon joining the Group, or

as compensation for loss of office.

Salaries,

allowances  Retirement

Directors’ and benefits scheme

fees in kind contribution
B

A 7 K B AR

EHWE  HOM&E  SHEK
HK$'000  HK$000  HK$'000
T T Tt

R = 600
B AE B8 = 600
[ X = 600
B i = 600
i 1 A = 600
i $5 M8 = 600
SR = 600
R fe R 160 -
Sl EE 50 -
2= fiil 1 5 -
215 4,200

4 170

L Ath, 35 P
Brdr o Hofh s RE YA 3,150
FER N KA 66

3,386

O O O O O

63

& > B A 2 BT B o

2004
Total

2004
i3
HK$’000
T

609
609
609
609
609

609
609

160
50

4,478

215

4,200
63

4,478

AF A > A S [ Sl 48 15 A ] 3 S SR P
A T 1 45 T A SR A A 46 ] Ty 2 38



NOTES TO THE FINANCIAL STATEMENTS
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31 December 2005 —EFXFHFE+TH=1—H

Of the five individuals with the highest emoluments, four (2004: T AV S oo BN L o e gy (-
five) are directors whose emoluments are disclosed in note 14. REPUAE  HAL) B EH > HF MR s
The aggregate of the emoluments in respect of the remaining 144 5% o A BB AN 2 S A AR -

individual is as follows:

Basic salaries, other allowances B4~ HoAth e A &
and benefits in kind YA 4 450 -
Retirement scheme contributions B AR F k2K 9 -
459 -
The emoluments of the remaining one non-director in 2005 with R oFETHFRE TN iy — 2 FE
the highest emoluments are within the following band: HN B AR R

Nil to HK$1,000,000 % % 1,000,000 7T 1 -



NOTES TO THE FINANCIAL STATEMENTS
ABS R B i

31 December 2005 —FXHFE+T_H=1—H

Group A4
At 1/1/2004 ZERENE—~H—H 1,220 95,176 34,974 2,166 908 134,444
Additions NE = 66 56 - - 122
Disposals o (1,220)  (39,224)  (16,550) (2,166) (151)  (59,311)
At 31/12/2004 and ZERE A
1/1/2005 +ZHA=+—H
M ZRETAE
—H—H - 56,018 18,480 - 757 75,255
Additions RE - 2,983 6,637 - - 9,620
Disposals i - (17,952) (6,548) - - (24,500)
At 31/12/2005 ZEERE
+-H=+—H - 41,049 18,569 - 757 60,375
At 1/1/2004 ZEENFE—-H—H 570 70,016 20,300 131 239 91,256
Charge for the year A1 BR = 3,782 2,391 51 130 6,354
Disposals i (570)  (32,038)  (10,016) (182) 94)  (42,900)
At 31/12/2004 and ZEEME
1/1/2005 +_HA=+—H
R ZEEAA
—H—H = 41,760 12,675 = 275 54,710
Charge for the year G il = 3,474 1,993 = 116 5,583
Disposals & - (13,206)  (6,026) = - (19,232)
At 31/12/2005 ZERERHE
+ZHA=+—H - 32,028 8,642 - 391 41,061
At 31/12/2005 —EERF
+=-A=+-8 = 9,021 9,927 = 366 19,314
At 31/12/2004 ZE R4

+ZH=+—H - 14,258 5,805 - 482 20,545



NOTES TO THE FINANCIAL STATEMENTS
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31 December 2005 —EFXFHFE+TH=1—H

The net book value of the properties, plant and equipment of the
Group held under finance lease as at 31 December 2005 amounted

to HK$366,000 (2004: HK$451,000).

As at 31 December 2004 and 2005, the Company had no property,

plant and equipment.

I BBy > $% A

Unlisted shares, at cost

Amounts due from subsidiaries

FHBR + 5 (e 455 e

Less: Provision for impairment

The amounts due from subsidiaries are unsecured, non-interest

bearing and not repayable within one year.

AEEBRBHRERABTENYE BE
KR —EERFE T _A=+—H2Z
H AT ¥ {E 45 366,0003 70 (& 0 45
451,0008% 7T) ©

WOEEME R FERAEF AT
SRV ST RS T T2

191,464 191,464

33,526 9,163

224,990 200,627
(224,990) (180,000)

- 20,627

A Wi Y 2 ) 2 BROE S AT B K

K
PN —FFNE R -
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Details of the Company’s subsidiaries as at 31 December 2005

are as follows:

Hon Po International

Limited

BEE BB A R A

A. Top Investment
Limited

— B E A R

Bestcase Hong Kong

Limited

A A R A

Dragongem Development

Limited

ELHERARATA

SEEFREF AR

British Virgin

Islands

o e B

Hong Kong

i

Hong Kong

i

Hong Kong

i

Hong Kong

7 it

Hong Kong

i

Hong Kong

it

Hong Kong

it

NOTES TO THE FINANCIAL STATEMENTS
ABS R B i

31 December 2005

WY Jag§ 2 m) R N T
Investment Ordinary
and intellectual US$151
property holding
BE R K 3 i
7 A 0k HE 151 7C
Dormant Ordinary
HK$12,000,000
Class A (Note)
HK$11,500,000
LR £ 0
12,000,0007 7T
AR (K 5E)

Operation of
a Chinese

restaurant

g A

Operation of
a Chinese

restaurant

W

11,500,000 7T

Ordinary
HK$6,000,000

5 %
6,000,0003% 7T

Ordinary
HK$100
Class A (Note)
HK$21,250,000
&5 i 1009 7T
ABUB (B 3E)
21,250,000 7T

ARFAR_EFRLET A=+ —HZ

96%

96%

100%

100%

100%

100%



NOTES TO THE FINANCIAL STATEMENTS
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31 December 2005 —EFXFHFE+TH=1—H

Hon Po Bright Ocean British Virgin Hong Kong Dormant Ordinary 100%
Enterprises Limited Islands US$1
EEWEREARAR  HBRELBHE B 4 3 L M 13T 100%
Hon Po (China) Catering Hong Kong Hong Kong Sourcing Ordinary 100%
Management Limited business HK$10,000
W (P KRR 7 7 i BRI S 5 gl 100%
A R 7 10,000% 7T
Hon Po Management Hong Kong Hong Kong Sourcing Ordinary HK$2 100%
Limited business and Class A (Note)
property HK$100
investment
BEEERARAA 7 i PR ST & L3 B2 T 100%
EX4 AR (B 3E)
1007 7T
Hon Po Sunny Bright British Virgin Hong Kong Dormant Ordinary US$1 100%
Developments Limited Islands
EHBOCEBEARAR  REECHS FE LE Y £ 13 T 100%
Jing Hua (Allied) Limited = Hong Kong Hong Kong Operation of Ordinary 100%
a Chinese HK$10,000
Restaurant Preference
HK$3,000,000
FEE (B ) AR A ik ik LT W3 100%
10,0007 7T
LK

3,000,000 JC
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84

Jing Hua Restaurant Hong Kong Hong Kong Dormant Ordinary 100%
Limited HK$10,000
Preference
HK$3,000,000
AE A R 2 ¥ i LE.3-£5 W fi 100%
10,0007 7T
R
3,000,000%s 7T
Metropolis Harbour Hong Kong Hong Kong Operation of Ordinary 100%
View Chinese a Chinese HK$10,000
Cuisine Limited restaurant
SR AT R R ik 7 o LT 9 B 100%
10,0007 7T
More Development Hong Kong Hong Kong Dormant Ordinary HK$100 100%
Limited Class A (Note)
HK$28,000,000
LB RARA A it i LR3-S 78 1 1003 7T 100%
ABUB (BFEE)
28,000,000 7T
Ocean Grace Investments ~ Hong Kong Hong Kong Operation of Ordinary HK$2 100%
Limited a Chinese
restaurant
BHBERRA A il i A R A T B2 T 100%
Open Global Investments British Virgin Hong Kong Dormant Ordinary US$1 100%
Limited Islands
BMORM R ERRAA  REELCHS  FE LR 3£ @I T 100%
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31 December 2005 —EFXFHFE+TH=1—H

Oriental Team Investments Hong Kong Hong Kong Dormant
Limited
B E A R i i LR £
Rich Source Management  British Virgin Hong Kong ~ Dormant
Limited Islands
HIRE A RAF LS LR £
Victory Impact British Virgin Hong Kong ~ Dormant
Limited Islands
i Eel /N LS FE LR 3 £
China Energy Resources Hong Kong Hong Kong Investment Holding
Holdings Limited
PHREERARAR  FE i B
Note: The Class A shares carry no rights to dividends, no rights to attend or vote B 3 -

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).

Ordinary - 67%
HK$18,200,000
W i fi - 67%

18,200,000 ¢

Ordinary - 99%
US$10,000

3 % 10,0003 IC = 99%

Ordinary US$1 - 100%

5 % 138 0 = 100%

Ordinary HKS$1 100% =

5 % 198 0 100% -

A e HE S AT B > EARE R T K
A b A DA R R A T AR PR R R A I
W IBAT A 2 B G O A BRI & () e
moH B AR E KRR AR
100,000,000,000,000%% 7T 4 78 15 17 B X 13 2
BRSO BRI AR SIL 2 T E R AN -
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86

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

such expenditure is incurred.

These represent rental deposits paid for the restaurants of
HK$5,428,000 (2004: HK$4,888,000) and utilities deposits of
HK$2,718,000 (2004: HK$2,748,000). The fair value of rental
deposits and other deposits at 31 December 2005 approximate to

their carrying amounts.

These represented sale deposit of HK$81,586,000 paid to the
independent third party vendor and subscription deposit of
HK$18,414,000 paid to Newsummit Investments Limited
(“Newsummit”), respectively, for the proposed acquisition of 60%
equity interest in Newsummit, which through its three 51%-owned
subsidiaries in the PRC and Hong Kong, has interests in
exploration rights to a coal mine and exploitation rights in a peat

moss mine, both located in the PRC.

oAt 7 45 T8 5 A B s A L o iR 2 A
YR DR S RS AS > S A A8 400 UK R S AR 22 3T
B - R BRI SE Y i 2 AT H
B S A AR T 2 Wil R ATBR

%5 H 4 P8 R B T A5 22 5,428,000 T
(. E U4 4,888,0004 70) 2 FH 4 %
4 % 2,718,0008 6 ( = F F U 4 -
2,748,000% 70) 2 23 8%t 4% 4 o A B 4%
S RHMESR - EEZAE+A=1
— H 2 (8 B I T (B AH 7 o

%5 A AR [0 i 4 6 R A0 T R A R T
Ve G A RRA R (T3 EHIE]) Z260%K
RE T 1] M S R = O AT B R
81,586,000%% 7T K 1] 4 TH 1 A+ 5% 1 #%
418,414,000 JT © 7 TE 16 475 4 H: 74 v 3]
T T s 7 = [ A 51 %M %5 2 B 2 7
FEA LA HR B 2 0 S R e Ul R W
PR
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The Company as the acquirer, entered into a conditional agreement
dated 28 December 2005 (“Master Agreement”) between two
independent third parties (one as a Vendor and the other as a
Guarantor individually and separately) and Newsummit, under
which, the Company agreed to acquire 60% equity interest of
Newsummit at the consideration of HKS$5,100,000,000.
Newsummit, through its three 51%-owned subsidiaries in Hong
Kong and the PRC (collectively the “Newsummit Group”), has
interests in an exploration right to a Coal Mine (with a capacity
of 800,000,000 tonnes of coal based on a preliminary assessment)
and two exploitation rights to a Peat Moss Mine (up to 5,000,000
tonnes of peat moss), both located in the Wushenqi City of the
Inner Mongolia Autonomous Region, the PRC, under a Coal
Exploration Agreement and a Peat Moss Exploitation Agreement
and Exploration Team Agreement, respectively. Two refundable
deposits of HK$100,000,000, which represented HK$81,586,000
paid to the Vendor and HK$18,414,000 paid to Newsummit for
the subscription of shares to be issued by Newsummit, were paid
by the Company upon signing the Master Agreement and the
balance of the consideration of HKS$5 billion is to be settled by
the Company by way of the issuance of a convertible note of the
same amount upon completion of the acquisition. The two deposits
of HK$100,000,000 are refundable if the conditions precedent to
completion of the Master Agreement are not satisfied by 30 June
2006 (or such later date as may be agreed in writing between the
Company, Newsummit and the Vendor). As security for the two
deposits paid to the Vendor and Newsummit, the Vendor has
pledged all the issued shares of Newsummit in favour of the
Company under a share charge agreement dated 28 December

2005.

AN A (FE 2 W i N ) B TR 45 08 5T 5 =
T (B KSR b — & S R — 4
IR BB TE G i — B+
HZ T NHET S — A ek (T4
Bhakl) s $ UL > A< 2% &) [R] 2 g I i TE 0
2 60% 1 HE > 1018 £ 5,100,000,0004 JE
T TELUGE 43 ol AL 488 A 7 B % 1 ok~ U 7 B
PR Toh o I B % R Tk 3 L v B
FZ ZHBEASIDHE = 2 B A A
(HRE [ TEE A2 180 1) R34 A A AR B A
55 B YA R A TR R
(AR 48 41 25 il 51 4 & & £ 800,000,000M
) DL KU R B 2 PR WA (] BH SR
5,000,000MF Y2 7<) ° A</ A B A T 2
Wh & R S AT W OAE TR [l 4R & A O
100,000,000 T » Bk 52 f6 16 £ 5B TE 0
BEAT 2 B 10 B 7 A 2 81,586,000
5 70 B[] 7 TEL UG 524 22 18,414,000 T 5
M 1818 8 35,000,000,0003# T 1§ B A< 24
A Wi 58 B IRE DA B AT A5 AR R i R b
2 RAEAT AR RN ZFFINFEANH
=B (SAA B B TEE X ] R
T 19 5 2 4% H T) R A o8 K R B2 1
i 2 S g o R AT R R W A R
100,000,000%k TG © 1F 2y [n) B J7 1% 9 TE g
AT 2 R & I B O AR
CEERAES A I NHFT L2 R G
P50 W 5k > 1) A 2 R R R TEIE 2 E
AT Ay o
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88

As set out in the announcement of the Company dated 7 April
2006, the completion of the proposed acquisition of 60% equity
interests in Newsummit is conditional upon the fulfillment, on or
before 30 June 2006 (or such later date as may be agreed between
the Company, Newsummit and the Vendor), of conditions

including but not limited to:

(a) Newsummit Group having obtained the legally valid
exploitation licence rights to exploit coal from the Coal
Mine;

(b) Legal opinions to the satisfaction of the Company for,
amongst the others, the validity of the exploitation licence
obtained by the Newsummit Group for the Coal Mine and
Peat Moss Mine; and that the Newsummit Group under the
Coal Exploration Agreement and the Peat Moss Exploitation
Agreement and Exploration Team Agreement shall have
valid, unconditional, unrestricted and irrevocable rights to
explore and exploit coal at the Coal Mine and peat moss at

the Peat Moss Mine;

(c) A valuation report on the fair market value of the total
equity interest of Newsummit’s subsidiaries, issued by an
independent professional valuer at not less than HK$40

billion;

(d) Approvals from the shareholders of the Company to
complete the acquisition of the equity interests in the

Newsummit Group; and

(e) Certain relevant approvals and/or waivers obtained by the

Company from the Stock Exchange of Hong Kong Limited.

Under the Master Agreement, the Company will also have a call
option to acquire the remaining 40% equity interests in
Newsummit during the option period of 24 months following the
completion of the acquisition of 60% equity interests in
Newsummit, at the call option price of HK$4,000,000,000 to be
settled by ways of cash of HK$45,000,000 and the issuance of a
second convertible note of HK$3,955,000,000.

MANA N B TN AR H B H T
N P A > e TR R AT BT T 60 %
MR R —EEANEANAZTH (F
AN R~ T TE W B B 7 W] RE S T E 2
AR A B2 i R SRR AR O T
VR o 5% % e MF 45 H R BRI -

(a) 7 TR 2 ) L BARS: A A4 T e B 0
B Z B AT RO TR T AT S

(b) AANFMEHAR GLd ) wriE
g 2 (] st A4 TG V)8 e T BRAS 2 £
TGl 2 A7 3 2 Rl s SR
B W e~ VI A B R T e A B
R A% T TR UG R T A A IR A
48 PR 1) B R ] R ] 2 RE A DL R

S BRBR B W 2 R R Ve e Wl 2 U

U

(c) M 7 B S A B % L B A S TH U
< W > R R HE 8 E 2 N T E
i f A 72 1% 40,000,000,000 3 7C 2
s

(d) A 2> ) i oA vHE S A R T 0
8 M 2 FBbE 5 K

(e) AR HUG A i 5 50 4 P A IR
o5 R B 2 T AR R A e B B

AR T B W 5 - AR 4 ) IS 19 A o ke
TH U Bk T 40% HE 45 2 58 W5 A 4 > AT % 58
AL 6 B TEL U 609 B R 4% 2448 A 2 HARE
14T 48 - 52 1 3 A 15 45 4,000,000,000
# JC > 45,000,000 IG5 DL B 4 B A+
M H:£%3,955,000,0009 7T i 75 3 5517 46
AT R i S R A
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The Guarantor, an independent third party, agreed to guarantee

the obligations of the Vendor under the Master Agreement and

also to act as warrantor to give warranties under the Master

Agreement. Under the Master Agreement, the Vendor and the

Guarantor jointly and severally undertook to the Company that

they will use their respective best endeavours to assist Newsummit

Group to obtain all the necessary licenses and approvals for the

exploitation and sale of coal and exploitation of peat moss

including but not limited to:

(a)

(b)

(d)

(e)

Issuance of business licence for a subsidiary of Newsummit
with the business scope covering exploitation, production

and sale of coal and exploitation of peat moss;

Signing the land use rights contract relating to the Coal
Mine and factory, and obtaining the construction and
planning permit, construction project planning permit,
construction permit for the constructions on the Coal Mine

and of the factory;

Obtaining approvals of environmental effect evaluation
reports for the Coal Mine and passing the inspections from
the Environmental Administration Bureau for the Coal Mine

and the Peat Moss Mine (or waiver for the Peat Moss Mine);

Obtaining a coal production licence for the Coal Mine; and

Obtaining production safety licence for the Coal Mine and

Peat Moss Mine (or waiver for the Peat Moss Mine).

WO N CBSLEE =T5) 7] 2 9 IR 5 O it
F Bk H T 2 AR 3 AR & A B
R 5 2 1h a1 PR A5 o AR 8 T B W ik
W& NS S G & ) N TR /AR P2 S
ats o FLf 2% B 7 W B R TH G 4 1 A
PR PR B o B M I S e e 2 — V) T s e
LAt e > B AR H AR

(a)

(b)

(c)

(d)

(e)

B WV BOH TE U B S A R B TR AR
O SEBUIR > D H AR o [ S
B PR~ A A I8 K e B BR R R
K

5% B B PR K TRk - b A
R A 4> D R RO TR R
R AR IS 2 s A b B R T
AiF ~ 2 5% TR AR AT R Rk L ET
Gl

I PO A% BR 5 5 BB AR RS A
T Sl % I T % 8 i A A Py BR ST
R Jo 550 5 2 BB WA M E W SC AR
(o 2 V8 o RS A B 2 F )

o W TR IBUAT M ¢ 2 R AT RIE 5
ol TR TR D 08 T R AR % A R R

Al GE (R e % RIS A B 2 E
) o
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At the date of approving the financial statements by the directors
of the Company, apart from the rights granted to exploit the peat
moss at yearly production of 200,000 tonnes at the Peat Moss
Mine for two years from June 2005 to June 2007, Newsummit
Group has not yet obtained the necessary approvals from the
environmental administration and protection authorities and the
production safety license which are the pre-requisites for the
production and sale of peat moss. In addition, Newsummit Group
has not yet obtained the exploitation license rights and land use
rights at the Coal Mine, the necessary approvals such as the
inspection pass from the environmental administration and
protection authorities, the relevant production safety license and
coal production license which are pre-requisites for the
exploitation, production and sale of coal.

Significant costs to be incurred by Newsummit Group are land
premium costs, balance of coal exploration costs and premium
for exploitation rights of coal at the Coal Mine which are
estimated to be approximately RMB40.8 million, RMB10.5
million and RMB400 million respectively.

On 21 February 2006, Newsummit Group entered into a letter of
intent with Asian American Coal, Inc., an independent third party
which has extensive experiences in the design, construction and
management of coal mines, to form a joint venture for joint coal
resource exploitation at the Coal Mine. Newsummit Group and
Asian American Coal, Inc. will take 55% and 45% equity shares
respectively in the proposed joint venture company. The estimated
total investment cost for the construction of Coal Mine will be
approximately RMB1.5 billion, of which approximately
RMB600 million shall be contributed by each of the Newsummit
Group and Asian American Coal, Inc and the balance shall be
raised by way of bank loans.

The Company is currently seeking a placing agreement with an
independent placing agent to raise funds to finance the operations
of the Peat Moss Mine and Coal Mine of the Newsummit Group
upon completion the Master Agreement.

Further details are disclosed in the Company’s announcement
dated 7 April 2006.

Based on a professional valuation report issued by an independent
valuer, Grant Sharman Appraisal Limited on 18 April 2006, the
fair market value of the Peat Moss Mine is approximately
RMB227 million (equivalent to approximately HK$218 million).

The directors of the Company are of the opinion that no
impairment is required to be made on the deposits paid of
HK$100,000,000 for the proposed acquisition of 60% equity
interest in Newsummit.

AN T AL I R o BRR
TEBREANARE FTEEEANA L
T 2 A8 4 R U8 o TR B R T R (4R
%5200,000M8 ) A > B TE W 48 3] 34 oK B4R
DR R R 2 T TR U SR E KB
Ve IR FIT 0678 22 3% 4 A 7 FF AT GIE o G A1 >
T e 2 B0 8 A BOUA5H O R = R R T A
T P A TR BE ARG R 2 0 A
(TN BE U &A% GE WA ) ~ A B R 2
FF T E M M~ AR S B B MR BT 2R
Z W IR A T R AT GE

B T e A [ 2 A 2 KB AR B A
A~ R e B R B AS & R R B 2 R
WA B st il &8 5 AR
40,800,00070 * A #10,500,0007C & A
[ % 400,000,0007T ©

W TEENE A+ —H B IEEE
[ B% Asian American Coal, Inc.5] 3/ &
T 2 DL ST SR B (] B U R
4 4% 4> % Asian American Coal, Inc. %
—WE = B E SR R RE
PR 77 1 2 R B o o TR 4E [ ]2 Asian
American Coal, Inc. ¥ 4 Bl i $E B 7. 2
B0 FE A 55% B 45% R - BL R 5 1
IR E R ABRE SN B AR
1,500,000,0007C » H A R ¥ #
600,000,000 7T 4% FH 7 TE 14 45 [ % Asian
American Coal, Inc.#5 H H & > T ik 8 1%
HRR AT B

L 52 F A B e > A 22 ] IE 30K B 57 e
B AQHLAT 7 e B k> AE LR E 2 U
Tt 7 TEL W B [ 2 9 7 e 8 7 SE 5 A R

HABFEF R AN FE —FRARFEMNA L
H T 8% 2 28 fffi b 30 5%

FE A A B B P R RE AL A BR A RIS B E
FNEM A AN H B 2 B AR
’RBEZANTFHELHARK
227,000,0007T (AH %5 jit £9218,000,000%5
JL) °

AN T 2 TR R W TE % 60%
A B 52 41100,000,0008% 5T 2 #4245 317 4
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The followings are the major deferred tax assets and liabilities AL A AR ROR R F
recognised by the Group during the current and prior years: IR IHE i K AT
The movements for the year in the AF N 2R 2 B IR

deferred tax assets are as follows: EESEWT :
At beginning of the year EH) 2,194 5,233
Transfer to income statement (note 10) 8 ## 55 Ui %5 % (Kt 3£ 10) (2,194) (3,039)
At end of the year AR - 2,194 91
The principal components of the Group’s provision for deferred A AR R EN ZIBEERHIE £
tax in the financial statements are as follows: A ME T
Accelerated depreciation allowances iz Pr B A 645 645
Tax losses i 15 M5 18 (515) (515)

130 130
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At cost: i AR

Food and beverages i M B 4,502 3,993
Customers are usually offered a credit period ranging from one FE—IRERZEEMA—E=MA R
to three months. An ageing analysis of accounts receivable after S5 o B AR IEMUIR R B R IR+
provision as at 31 December 2005 and 31 December 2004 is as A=Zt—RA A _FFNESF_A=+—
follows: H 2 BRES s Hrin T -
Current to 3 months B HA = = H 964 1,041 = =
Deposits paid to professionals A

in respect of the proposed acquisition 7 JE & 4E E 2~ % fE

of the equity interest in Newsummit MTPHREANLZITE 750 = 750 =
Other receivables HAth JRE i 3K TE 1,628 2,333 283 52

2,378 2,333 1,033 52

The carrying amounts of trade and other receivables of the Group A5 A [ J A/ ) R A e ik B At JRE S 3K

and the Company approximate to their fair values. T 27 B T (B B L 0 T (A o
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The ageing analysis of the accounts payable of Group as at 31 REFR _EEAF T _A=T—HxK
December 2005 and 31 December 2004 is as follows: CERBNFE T = — H AR
B > M
Current to 3 months A= =8 A 8,968 7,808 - -
4 to 6 months AN (! 611 547 - -
7 to 12 months tE+ A - 4,982 - -
Over 12 months itk iy iy [ 3,848 - - -
13,427 13,337 - -
Accruals and other payables JRE w3 T K L Ath JE 5 3K IH 27,400 27,732 1,213 352
The carrying amounts of trade and other payables of the Group A 5 [ T A/ R B AR R R B G Ath T 5 3
and the Company approximate to their fair values. T 2 W T ] B HG 0 - (AR 4 o

The amount due to a shareholder is unsecured, interest free and JRE A5 S B K T T R K R A B R A R B
is repayable on demand. Iy 2 o
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Bank loans wholly
repayable:
Within one year
In the second year

In the third to fifth years

Portion classified

as current liabilities

Non-current portion

B

Ui T 51 3 R 2% Bt 2
ZRAT R

— 4R

oA

W= I

B3I AE i #)
Ry

JE B J 56 5

At 31 December 2005, the Group’s banking facilities were

supported by corporate guarantees executed by the Company

(note 33) and personal guarantees executed by certain directors.

574 602 - -
637 642 - -

- 566 - -
1,211 1,810 - -
(574) (602) - -
637 1,208 - -

REBERET A=+ — B AKHE
2 ST R th A2 B 2 26 AL
R (B FE33) Bt o8 99 8 30 2 {08
R A4 41 -
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At 31 December 2005, the total future minimum lease payments

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

Amounts payable JRE A5t 3K IH

Within one year —4EN

In the second year 5 A

In the third to fifth years AR AE
Total minimum lease payments AR 4 AT # R
Future finance charges A7 Rl B

Total net finance lease payables JE AT Tl L A0 1 I RE AR ET

Portion classified & 31 E i &)
as current liabilities B EEH
Non-current portion F B A 3R 45

At 31 December 2004 and 2005, the Company had no obligations

under finance leases.

REERRAET A=+ —H B ERL
oA A o A A & S AT AR RO BLE T

47 185 42 162
- 47 - 47
47 232 42 209
8 (23)
42 209
(42) (162)
- 47

AFFNEL_FFAF T A=
— H A F R A /AL
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Authorised: B
At 1 January R=H—H
Ordinary shares of HK$0.01 each BT 50.017% 70 2 3% 48 10,000,000,000 100,000  10,000,000,000 100,000

Consolidation of every 5 shares to 1 share FSIEA A 1R b)  (8,000,000,000) - - -

Increase in authorised share capital W E TR A S (c)  8,000,000,000 400,000 = =

At 31 December Rt=H=+—H

Ordinary shares of HK$0.03 each 3 T (0,05 0 2 3% 4 Jit 10,000,000,000 500,000 10,000,000,000 100,000
Issued and fully paid: ERITRHE:

At 1 January B’=H—H

Ordinary shares of HK$0.01 each 5 I (0.0 70 2 3% 4 1t 630,000,000 6,300 630,000,000 6,300

Issue upon share placements i 8 M () 126,000,000 1,260

Consolidation of every 5 shares to 1 share HSBA NN 1K (b) (604,800,000) - - -

Issue upon conversion of convertible notes K LM AT B EERF TR () 1,000,000,000 50,000 = =

Issue upon conversion of convertible notes MR R BERERETRE 400,000,000 20,000 - -

Issue upon conversion of convertible notes K LM AT EERF BT (D 1,000,000,000 50,000 = =

At 31 December RtZA=+—8
Ordinary shares of HK$0.05 each 45 BT (0,059 76 2 % 4 1t 2,551,200,000 127,560 630,000,000 6,300
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The following changes in the share capital of the Company took

place during the year:

(a)

(b)

(©

(d)

(e)

(®

On 20 January 2005, the Company entered into a placing
agreement with Yicko Security Limited for placing
126 million ordinary shares of HK$0.01 each at a price of
HK$0.0624 each. The premium on issue of shares of HK$6.6

million was credited to the share premium account.

A special resolution was passed on 21 February 2005, the
issued and unissued share capital of the Company had been
consolidated for every five shares of HK$0.01 each into
one share of HK$0.05 each.

On 30 June 2005, the authorised share capital of the
Company was increased from HK$100,000,000 to
HK$500,000,000 by creation of an additional 8,000,000,000
ordinary shares of HK$0.05 each ranking pari passu in all

respects with the existing ordinary shares of the Company.

On 25 July 2005, 1,000 million ordinary shares of HK$0.05
each were issued upon conversions of convertible notes with
principal amount of HK$50 million at a conversion price
of HK$0.05 per share.

On 11 August 2005, 400 million ordinary shares of HK$0.05
each were issued upon conversions of convertible notes with
principal amount of HK$40 million at a conversion price
of HK$0.10 per share.

On 22 August 2005, 1,000 million ordinary shares of
HK$0.05 each were issued upon conversions of convertible
notes with principal amount of HK$50 million at a

conversion price of HK$0.05 per share.

The net proceeds from the issue of shares by conversion of

convertible notes in (d) to (f) had been used for the deposits of

acquisition of long term investment in the PRC and the Group’s

general working capital.

AR E) S A AR T B AT A R

(a)

(b)

()

(d)

(e)

()

AARR _EELE—H_TH
B 1 v w8 S A PR A ST L
ik > B DL A5 10,0624 TC 2 B A%
ficl & 126,000,000 % 45 1% T {H.0.0 1 #5
TG 54 i - BEAT B A5 2 6,600,000
5 0 8 B R B4 T AE R o

ME—HR _FFTHE_H -+
— 8 2 R R R AN H
5 T BT (0.0 1 T 2 & 8847
Do RBEAT A 2 45 i THT {E0.05
T 2 Wy

R EEERFENA=THARNH
25 5 B AR 1R 1 5% 8,000,000,000 8
5 J% TH (E 0.05%5 T 2 % W K i
100,000,000 7t 3 /11l %5 500,000,000
W5 T > T B IR A 45 7 T B BRAS
A 2 B A ) A e

REEERFEELA A HH A
4 £50,000,00035 7T 2 AT #6322 5%
o S 1 5 47 49 B 0 (B 0.05W 6 2
1,000,000,000 % %5 i T {E.0.05 45 JG
Z 9 o

REEERFENA+—H A%
7%40,000,000%5 JT . AT 4 i 5 5 4
J T B AT A A SE R B 0. 109 oT 2
400,000,000 3% % % T8 B 0.05 5 7T 2
o 28 o

ATEEAAFENA A H A
4 550,000,000 JG 2 AT #6452 4%
B T BE AT A9 % 5645 0.05U T 2
1,000,000,000 /8 %5 f T {H.0.05%5 7
2 i o

(d) % (f)TH B 7 5 # T 460 fie S 4 Wy g AT
PB4y JT A 2 4 T L AR AR S
CRABKERAGEE B EE S
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98

The Company operates a share option scheme (the “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, 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.

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.

Ao AV AT — B R ([ 5H# ) 8
Frizwt# 2 B2 5 (88 ) K [0 4k T
BALEEZEBRBAEMZ A EKS
THE-ZatH 2B EMSZ TEHEREAL
) A ST AT B A AR LAt R
B A A T B AR A A 4
PA/RONHIEE S B ) o Sy
N H ARG A RO Bz HOR R 4R
(B 9E 75 A BUH 8B RT) -

IR B AN A BT A 4% T 2 KAl
0 s R ME 2 b BR 2 5 B 5 [ iR A7 i IRF >
AN T AT ] R [H] 2 88 4T B A 9 30% o
A ] R 38 0 1 PR A4 M 2 R 2
R K g A5 8 B R A

BT A w7 B A R
CRNERENTE INSd i3 VY s
B 57 JF BUAT HE AL E - L AN AR AT AE
+ AR A AR T AL R R B A
JE AT T T AT T M RN e B B
T A A 2y ) AE AR IR TR 28 AT R 2
0.1% 55 48 {8148 T 7 & i oo 2 iy (A
T W B 2 H R AR 2 W) IR RS
BLUE) JH 2 ST B HROR B AT R L i



NOTES TO THE FINANCIAL STATEMENTS
A B R B A

31 December 2005 —EFXFHFE+TH=1—H

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.

BB B BB E R R 2 B R
BRI E AN RN RAED W 2 B
fi] > T 4% 1t 8 e R it ) 2 e S B B A (ol
B S B - % B ST TR] 1 O PR AL R 4R
LRI 2 FR T A 1S R 8 1 4F o AR B8
B S B T ) o A (R I AR SN S e L R
A B - AR % At B4 R T
JSe M At T (AR AR A 1

WA T (A A A R o e
LD T I =3 2 e & RGN
B 2 T S T R 2 Wi B (i) BB
HEAT W M 2 FI T T A S I 52
Piv s A 2 R By 2 P H T AR s % G AR
25 ) e 43 T {EL

S B N 4 S EL A A A MRCBOBE R A

R b B 2 HEA

G NEIEN AR E  E S R GG
S AR B2 MG ) A5 T
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Net assets of subsidiaries disposed:
Trade receivables
Prepayments, deposits
and other receivable
Cash and bank balances
Trade payables

Accruals and other payables

100 Contributed surplus realised on disposal

Gain on disposal of subsidiaries

Net cash outflow arising
on disposal of subsidiaries:
Cash and bank balances

oA B 2 ) A
JFE WA iR 5

AT R W & &
At R i 3K A

B K ORAT &5 B

& AR} R 35

JRE it T % KL Al A5 3KH

Hh B IR A B A A B
8 B 2 W 22 i g

H 4 B JE 2 F By
EEZBE
PREEREE i

1,352

41
(1,840)
(1,011)

(1,452)

(6,000)
7,452

(41

(41)
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(a)

(b)

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 five years.

At 31 December 2005, the Group had total future minimum
lease payments under non-cancellable operating leases

falling due as follows:

R

Within one year
In the second to fifth years, inclusive

hAE DR

After five years

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$20,150,000 (2004:
HK$27,810,000).

At 31 December 2005 and 2004, the Company did not have

any other significant operating lease arrangements.

Capital commitments

At the balance sheet date, the Group and the Company had
commitments approximately HK$500,000,000 for capital
expenditure contracted but not provided for in the financial
statements in respect of the acquisition of the Coal Mine
and Peat Moss Mine, details are set out in note 20 to the

financial statements.

(a)

WA A A (B E B W)

(b)

B8 MITRSE

A AR T AR AR AN TR A AR A 2
PR & TR B T8 & HFA
ERERE GRTITHEMAS -BHLER
=38

REFFREFA=1T—H &
S BRI T 5 AR B 2 R ]
il 5 8 7 LAY 2 R 2R A B IR AR

SRR

27,476 21,580
67,250 61,536
94,726 83,116

WEERH S AANF R —REEN G
N EL 2R A B OB AT KA
20,150,000 76 ( — & F Y 4 :
27,810,000 J6) ) — 3 F LA
GIE AR

RS H A E S AR S
S5 KR e T A A B R B RT A
(SRS 3 A - g N
#1500,000,000%5 7€ » 7 1% & i B %5
20 -
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During the year, the Group had the following significant

transactions with related parties:

Purchases of foodstuffs from related 1] [ 2 2 ]

companies R
Rental expenses paid to related companies 1) B % /A &) ff £ fH &
Licence fees income received RKEFE2EHAE

from non-wholly owned subsidiaries B JB8 28 R 2 F AT e

i) The Group purchased foodstuffs from Tung Cheong Hong
which is beneficially owned by Mr. Cheung Sik Pang, a
non-executive director of the Company until 24th March

2005.

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.

AR A A A BB N AT DL R R

355
i) 179 182
ii) 2,664 8,708
- 83
iy  AREEMEETRBEES ZAA

HISR 3 e L B SR B A CGREIMESE
HEREALAFRAFUGTERE —F
ZHAE=ZAZTWHH) -

AN R HE AL B RS =07 iR
ZRME M ZBAR B A EMmZ
PRI TS 2 75 A TR

LG B 2 A 52 o W TR B
HWRENLLZS-
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(ii) The rental expenses were paid to:

(a) N.W.P. Investments, Mr. Ng Wing Po was a nn;
executive director of the Company until 24 March
2005 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. The rental expenses were based on

the agreement signed with the Group.

(b) A property beneficially owned by a shareholder, Hon
Po Investment Limited, wholly-owned by Hon Po

Holdings Limited, which was leased to the Group for

Gi) 4B T AT

(a) ARPWEEE Lokt sE
ZERE=ZA_+MWATIE
AR T 2 IR AT HE KOk
BEZEF KEBEETIH
Sk RAEZETREET
T By 2 N 2 B HEAS FET
M) 42 2 il - 2 4 B SZ B AR 95
LA B2 [ 55 5T 2 Wk o

(b) HEHEEBRARAFRZEHEFA
NRIEEBERRE (K A
AR EGHEA ZWET)

its operations. The rental expenses were based on the A T AR AR R R
tenancy agreements signed with the Group. ik o FH 4 BA S T AR 48 B A 4R
BT s w] 2 M R e

These related party transactions also constitute connected

party transactions as defined under the Listing Rules.

At 31 December 2005, except for the corporate guarantee given
by the Company in support of banking facilities granted to a
subsidiary as set out in note 26 and the corporate guarantee for
operating lease commitment of a wholly-owned subsidiary as set
out in note 31(a) to the financial statements, the Company has no

other significant contingent liabilities.

At 31 December 2005, the Group had no significant contingent

liabilities.

Subsequent to the balance sheet date, the Group temporarily
closed one of the its restaurants located at Tokwawan for
refurbishment and will be re-opened by the end April 2006. The
associated fixed assets has been written off and provision for
employees’ other benefits of the restaurant amounting to
approximately HK$5.1 million and approximately HK$2.2 million,
respectively, were recognised in the financial statements for the
year ended 31 December 2005.

1 2 B 2N o 52 5 O R 52 P
E BRI E A B A 52 5 -

A oRELETH=+—H REH
e 2 B 5k 26 T AR 24 7] A SCRFR T —
Wif JE 22 7] 2 SR AT A5 AR A m IS AR LA
B W 5 R R M RE3 1(a) B 2 — M 22
Wi JE 2 ) 2 K L BUR M AF 2 AR R
B> Ao T ML AT o] LAt B R AR AR

REBERET A=+ — B AKE
23 P ILE

G5B H A% > AR 2 )RR R 2 R IR B
P — T A7 I8 ) 9 A - % T A A
A FE N A JE E B LR
5 o T H0EH AF BA B U 4 o TS M R
B AL 2 A AR 9 I BB £95,100,000
W J0 ) £92,200,0009 76> B R E —F
FHETZA=+—H ILFEE 2 BFE#R
FKh AR
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