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The Board of Directors of Hon Po Group (Lobster King) Limited (the

“Company”) hereby announces the unaudited condensed consolidated

interim results of the Company and its subsidiaries (collectively referred
to as the “Group”) for the six months ended 30th June 2006 together

with comparative figures for the corresponding period in 2005. These

interim financial statements have not been audited, but have been

reviewed by the Company’s Audit Committee.

Other revenue

Net loss on disposal of property,
plant and equipment

Cost of inventories consumed

Staff costs

Operating lease rentals

Depreciation

Fuel costs and utility expenses

Other operating expenses

Finance costs

Taxation
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Loss per share
— Basic
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Property, plant and equipment
Other assets

Rental deposits and other deposits
Refundable deposits

Inventories

Trade receivables

Prepayments, deposits and
other receivables

Cash and bank balances

Issued share capital

Reserves

Attributable to equity holders
of the Company

Minority interests
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20,099
2,808
8,557

100,000

131,464
3,742

704

3,599
23,702

31,747

163,211

127,560
(41,201)

86,359
754

87,113

19,314
2,808
8,146

100,000
130,268
4,502
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37,416
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754
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Other payables
Bank loans
Deferred tax liabilities

Provision for long service payments

Trade payables

Other payables and accruals
Amount due to a shareholder
Bank loans

Current portion of obligations

under finance leases
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At 1st January 2005 A EERE-H—H 6,300 30,004 13,337 - (85,226) (35,585) 756 (34,829

Issue of shares B 1,260 - 6,602 - - 7,862 - 7,862
Net loss for the period 7% ] i 5 48 1% 4 - - - - (6,341) (6,341) - (6,341)
At 30th June 2005 N RETAE
AHETH 7,560 30,004 19,939 - (91567 (34,064) 756 (33,308)

Net loss for the period 7% ] ff 5 48 1% 4 - - = = (15,699) (15,699) ) (15,701)
Issue of shares upon ST R

conversion of P15 2 ety

convertible notes 120,000 - 20,000 - - 140,000 - 140,000
Share issue expenses It %8 17 B 3 - - (2,495) - - (2,495) - (2,495)

At 31st December 2005 A ZEFE LA

+ZA=+—H 127,560 30,004 37,444 - (107,266) 87,742 754 88,496
Net loss for the period 7% ] ff 5 48 1% 4 - - - - (8,859) (8,859) - (8,859)
Recognition of ER LR
equity-settled DAREO 3 AT
share based ZFOR (HH3E13)
payments (Note 13) - - - 7,476 - 7,476 - 7,476

At 30th June 2006
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CONDENSED CONSOLIDATED CASH FLOW A BERER
STATEMENT
Unaudited
six months ended 30th June
Py %273
BREANAZ=Z+THILAMEA
2006 2005
HK$’000 HK$’000
Tt T 4% 5T

NET CASH (OUTFLOW)/INFLOW FROM: FHMEH 2 B4 (Rl HASH:

OPERATING ACTIVITIES BEBEXEE (2,251) (1,675)

INVESTING ACTIVITIES E/d e ¥ (3,267) (7,328)

FINANCING ACTIVITIES [y ] (352) 7,334
NET DECREASE IN CASH AND REREMBAEZ WP THE

CASH EQUIVALENTS (5,870) (1,669)
CASH AND CASH EQUIVALENTS W 284 K534

AT BEGINNING OF PERIOD 29,572 10,535 7
CASH AND CASH EQUIVALENTS MBE2HERSRE L

AT END OF PERIOD 23,702 8,866
ANALYSIS OF BALANCES OF B4 K % Wl B4 45 0% 0 Bt

CASH AND CASH EQUIVALENTS

Cash and bank balances Bl 4 e SR AT 45 23,702 8,866

23,702 8,866
-
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Notes

The unaudited condensed consolidated financial statements have
been prepared in accordance with the applicable disclosure
requirements of Appendix 16 to the Rules Governing the Listing
of Securities (the “Listing Rules”) on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) and with Hong Kong
Accounting Standard 34 “Interim Financial Reporting” issued by
the Hong Kong Institute of Certified Public Accountants
(“HKICPA”).

In preparing these condensed consolidated interim financial
statements, the directors of the Company has 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 Investments Limited (“Newsummit”) as detailed in
note 20 to the Group’s annual consolidated financial statements
for the year ended 31st December 2005 (the “2005 Annual
Report”).

As disclosed in note 20 to the 2005 Annual Report, 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.
On 21st February 2006, Newsummit Group 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 disclosed

in note 20 to the 2005 Annual Report.
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In addition, the Group had net current liabilities of
HK$42,629,000 as at 30th June 2006 and a net loss of
HK$8,859,000 for the six-months period 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.

In anticipating that completion of the proposed acquisition of
Newsummit will proceed and that the Company will require to
provide further funding for the Coal Mine and Peat Moss Mine,
the Company has on 24th April 2006 entered into a placing
agreement with Celestial Capital Limited (the “Placing Agent”)
whereby the Company appointed the Placing Agent to procure
purchasers to subscribe for shares and/or securities convertible
into shares within 24 months with effect from the date of the
placing agreement on a best effort basis at the price not less than
90% of the average price per share as quoted by the Stock
Exchange of Hong Kong Limited in the 5 trading days
immediately prior to the date of entering into of the relevant
agreement by the Company and the purchasers to raise up to
HKS$1 billion to finance the Company’s proposed investment in
the Coal Mine and Peat Moss Mine. In addition, a shareholder of
the Company, Hon Po Investment Limited, has agreed to provide
financial support to the Company 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$35,897,000 due by the
Group until the Group has adequate working capital to do so

without significantly curtailing its Chinese restaurant operations.

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 the Newsummit Group (Note
9)) 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.
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The accounting policies used in the condensed consolidated
financial statements are consistent with those followed in the
preparation of the 2005 Annual Report. Except that the Group
has adopted certain new/revised Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards and Interpretation
(collectively the “new HKFRSs”) issued by the HKICPA that are
effective for accounting periods beginning on or after 1st January
2006. The adoption of these new HKFRSs that are relevant to the
Group’s operations did not result in substantial changes to the

Group’s accounting policies.

The Group has not early adopted the following new standards,
amendments and interpretations that have been issued but are not
yet effective. The directors of the Company anticipated that the
application of these standards, amendments and interpretations
will have no material impact on the financial statements of the

Group.

HKAS 1 (Amendment) Capital Disclosure

HKFRS 7 Financial Instruments: Disclosures

HK(IFRIC)-Int 7 Applying the Restatement Approach
under HKAS 29 Financial Reporting
in Hyperinflationary Economies

HK(IFRIC)-Int 8 Scope of HKFRS 2

HK(IFRIC)-Int 9 Reassessment of Embedded

Derivatives

No separate analysis of segment information is presented as the
Group’s business during the respective interim result periods are
mainly engaged in the operation of a chain of Chinese restaurants

in Hong Kong.
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The Group’s turnover during the respective interim periods mainly

represents the receipts from restaurant operations and is derived

in Hong Kong.

Receipts from restaurant operations

LERTE £ FA N

Loss from operations is arrived at after charging:

Cost of inventories consumed
Depreciation
Staff costs

(including directors’ remuneration):

Wages and salaries and
other staff benefits
Pension scheme contributions
Share-based compensation
benefits (Note 13)

Minimum lease payments under

operating lease on land and buildings:

Related companies

Third parties

K AR AT A
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28,547
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33,274
1,444

1,776
36,494

1,132
11,882
13,014

88,577

11

25,187
2,552

33,086
1,433

34,519

1,332
10,384
11,716
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The charge comprises: 32 AL A

Deferred tax A JE B IH
Under provision in previous year AR AR
Reversal of deferred tax assets i SiE B JE 2 B

No provision for Hong Kong profits tax has been made as the
Group had no assessable profits derived from Hong Kong during
the current period (2005: Nil).

The calculation of basic loss per share is based on the unaudited
condensed consolidated net loss from ordinary activities
attributable to shareholders for the six months ended 30th June
2006 of HK$8,859,000 (2005: net loss of HK$6,341,000) and the
weighted average of 2,551,200,000 (2005: 146,605,525) shares

in issue during the period.

Diluted loss per share for the periods ended 30th June 2006 and
2005 have not been presented as the effect of any dilution is

anti-dilutive.
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J1 490 B TR O (L

Opening net book value

Additions wE
Disposal &
Depreciation g
Accumulated depreciation written B R AT

back on disposal

Net book value IETTREK(E]

These represented sale deposit of HK$81,586,000 paid to an
independent third party vendor and subscription deposit of
HK$18,414,000 paid to 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 interest in exploration rights to a coal mine and exploitation
rights in a peat moss mine, both located in the PRC. Reference
should be made to the note 20 of the 2005 Annual Report and the
Company’s announcements dated 7th April, 3rd May, and 31st
July 2006.

Customers are usually offered a credit period ranging from one
to three months. An ageing analysis of trade receivables after
provision as at 30th June 2006 and 31st December 2005 is as

follows:

R4 = =8 A

Current to 3 months

19,314 20,545
3,267 9,620
- (24,500)
(2,482) (5,583)
- 19,232
20,099 19,314
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Ordinary shares of HK$0.05 each
Authorised:
At 31st December 2005
and 30th June 2006

Issued and fully paid
At 31st December 2005
and 30th June 2006

The ageing analysis of the accounts payables of the Group as at
30th June 2006 and 31st December 2005 is as follows:

Current to 3 months
4 to 6 months
7 to 12 months

Over 12 months

A I T 0.053% 7T 2 3 48 1%
e
AZEEREFT_A=Z+—H K

ZEENFANH=ZTH 10,000,000,000
BT RBE
NoFEEFZHEFF_H=+—H KX
TEENENHZTH 2,551,200,000

SRR
A= =18 A 6,556
LA il 9
tE+ A 72
miE+—MmA 3,805

10,442

500,000

127,560
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8,968
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3,848

13,427



Under the term of the share option scheme (the “Scheme”) adopted
conditionally by the Company on 28th January 2002, the board
of directors of the Company may, at its discretion, grant options
to subscribe for shares of the Company to eligible participants
who contributes to the long term growth and profitability of the
Company. Eligible participants of the Scheme include the
Company’s directors, independent non-executive directors,
employees of the Group, suppliers of goods and services to the
Group and sub-contractors of the Group. The total number of the
Company’s shares which may be issued upon exercise of all
options to be granted under the Scheme must not in aggregate
exceed 10% of the Company’s shares in issue from time to time.
The total number of the Company’s shares issued and to be issued
upon exercise of the options granted to each grantee (including
both exercised and outstanding options) under the Scheme in any
12-months period up to the date of grant must not exceed 1% of
the Company’s shares in issue at the date of grant unless approved
by the Company’s shareholders in general meeting. Where options
are proposed to be granted to a director, chief executive, a
substantial shareholder (as defined in the Listing Rules) or an
independent non-executive director of the Company or any of
their respective associates (as defined in the Listing Rules), and
the proposed grant of options, when aggregate the options already
granted and to be granted (including options exercised, cancelled
and outstanding) to such connected person in the past 12 month
period, would entitle that person to receive the higher of 0.1% of
the total issued shares of the Company as at the date of such
further proposed grant and having an aggregate value, based on
the closing price of the shares as at the date of each grant, in
excess of HK$5,000,000 then the proposed grant must be subject
to the approval of the shareholders of the Company at general
meeting where their votes are taken on a poll. The subscription
price for the Company’s shares shall be a price at least equal to
the highest of the nominal value of the Company’s shares, the
average of the closing prices of the Company’s shares quoted on
the Stock Exchange on the five trading days immediately
preceding the date of an offer of the grant of the option and the
closing price of the Company’s shares quoted on the Stock
Exchange on the date of an offer of the grant of the options.
Each share option is exercisable into one share of the Company

at the price and terms specified in the terms of the Scheme.
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At 30th June 2006, the number of shares in respect of which
options had been granted and remained outstanding under the
Scheme was 37,600,000, representing 1.47% of the shares of the
Company in issue on that date. Shares will be issued when options
are exercised. The Company has no legal or constructive

obligations to repurchase or settle the option in cash.

During the 6-months period ended 30th June 2006, options to
subscribe for 37,600,000 shares [2005 — nil] were granted to
eligible participants at subscription prices ranging from HK$1.70
to HK$3.325 in accordance with the Scheme. Movements in the
number of shares to be issued under the options granted and their

related weighted average subscription prices were as follows:

Granted Ry
Exercised AT
Forfeited B ik

The fair value of the stock options granted was estimated on the
date of grant using the Black Scholes option pricing model with

the following assumptions:

Number of options W E
Subscription price R

Vesting period (in years) BB W (LL4E )
Dividend yield M Bl 45 %
Volatility 4

Risk-free interest rate I JE B ) 2
Expected weighted average TE A 0 RE T

Ji FSe HEE 4F 0 (DL 4E 1)

option lives (in years)

W EENENA =SB RER#
B2t B AT AR 1o AR A T o B S A 2 10
H %437,600,000/% > B ir & B 2 A% 25 w) B
Br1.47% o 8 W B AEREA T 0 IRE A 734 7 %
o AR T3 DL BT 4 B [ 1K A5 AT B A
37 4 75 A A o AT

B E ELTNENH =T HIEASHA
W B E B E A T 1708 T
F 3325 o0 2 BB MEAE I AT R A
37,600,000 [ 4 [ ZZ TL4F - 8|2 1
JEHE T & B A% 2 B - AR PR O A% B
REANG T 3547 2 I O 8 B 2 5t )y S L 4
TR IR

2.24 37,600,000
2.24 37,600,000
1.87 5,600,000

A5 073 il SO HE 2 24 P (BT TR 452 1
SR GErEiy o3 Gkl Ml g S AT
fili 55

25,000,000 12,600,000
$1.70 $3.325

5 6

0.0% 0.0%

91% 108%
4.30% 4.05%

4 7.86

1.14 2.96



Expected volatility was determined by using the historical
volatility of the Company’s share price over the previous one
year before the date of grant. Risk free interest rate represented
the yield to maturity of the 1-year Exchange Fund Bill issued by
the Hong Kong Monetary Authority at the date of grant. Options
granted are subject to a vesting scale as determined by the board
of Directors on each grant. The vested share options are
exercisable within ten years of the grant date, providing that the
grantees remain under the employment of the group. The expected
weighted average option lives used in the model was based on
management’s best estimate, for the effect of non transferability,
exercise restrictions, behavioral considerations, and current market

conditions.

Share-based compensation benefits represent the estimated fair
value of services received or to be received in exchange for the
grant of the relevant options over the vesting period. The total of
which is based on the fair value of the options at the date of
grant. The amount for each period is determined by spreading
the fair value of the options over the relevant vesting periods and
is recognized as staff costs and related expenses (note 5) with a
corresponding increase in the Share options reserve. The
share-based compensation benefits recorded for the 6-months
period ended 30th June 2006 with respect to the options granted
amounted to $7,476,000 (2005: Nil), of which $1,776,000 and
$5,700,000 were recognized as staff cost and other operating

expenses respectively.

As at 30th June 2006, 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.

As at 30th June 2006 and 31st December 2005, 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 were set out in note 20 to the
2005 Annual Report.

T R T LA 24w BEAB A 452 i H A Al
— A 2R S W R E o S gt A R T
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A HE I <5 SR Y B i AR A o B AR
IS HE TG 52 v 38 g S B A By T 7R
2 i B AR T R o B o A B T A 4%
HH IR AR AT MR B AT 32
18 77 A £ ) - A5 2K Py i Y 22 08 o
5 FBORE A 0 ) AR B 2 B LR A
LA TR AT G BRI R AT R R K
i R DA e

DA A7 27 LR 2 387 T4 ) 2 S B o8 A ik
A A B B IR 2 TE T B AR
TR 2 AR B R 2 AR A P EE H
AR AR B O R R 2 T
{8 o 45 09 ] 22 4 800 A T O EE 2 °F
B T A7 R Bt B 0 7 o I HERR B
TR B A5 B BA S (BFF3ES) - i i A A
ot 485 IO 1 L A R 366 o - B 32 B RN A
ANHZ A H RS A - 5 4 R
Pt 8k 15 2 DA 0 Jb 3k B 2 7 I A A
547,476,000% JC ( BT T AE ) > H
H11,776,000% 7T K% 5,700,000 7T 4 Fl e
TR B RS B A 5% B S

A ZERERNERNA =B BRAL A5
SCRFET — [ B Ja 2 ] 2 SRAT 5 B4R
NEIPER KT — BB F 2 8
FH B AR AF 28 R AR A > A 20 ) B
A o] At B R BAR AR

R oBENEAAZTHE BERE
T A=+ —H AL EARNFHIK
0 S R B S R R T O HR
M 2 A8 B SR %9 500,000,000
TG 7 EAE WU Z 2 F 1A FE R §E20 -
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In addition, the group had other outstanding capital commitments
of HK$7,200,000 at 30th June 2006 in respect of the redecoration
of restaurants, contracted but not provided for in the financial

statements.

The Group leases certain of its restaurants, offices and warehouses
under non-cancellable operating lease arrangements with lease

terms ranging from one to six years.

At 30th June 2006, the Group had total future minimum leases

payments under non-cancellable operating leases falling due as

WA A T EENENA=ZTHAER
BB BT 40 {5 A 7 B 5 38 43 5 2 T R
A K & T E A K 7,200,000k TG ©

A AR T AR 9 AS AT JR 8 A A 40 22 BEAEL T
AT WA E SO R — 2N
R o

R BEAEAA = B A R IR
I BUAF B 2 R T A R A

follows: o AT B AR R & AR BE

Within one year B —F N 29,533 27,476

In the second to fifth years, inclusive 5% 4 £ 4 A4 (B35 H B W 4F) 53,583 67,250
83,116 94,726

During the period, the Group had the following significant

transactions with related parties:

CATB AR
to related companies A 48 BH 2

Rental expenses paid

A £ 7 S 1] O BEL RN A DA R R
LY

i) 1,132 1,332



i) The rental expenses were paid to:

a) N.W.P. Investments Limited (N.W.P. Investments”), Mr. Ng Wing
Po is a non-executive director of the Company until 24th 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 of the company,
Hon Po Investment Limited, which was leased to the Group for its
operations. The rental expenses were based on the tenancy

agreements signed with the Group.

These related party transactions also constitutes a connected party

transaction as defined under the Listing Rules.

The Board of Directors does not recommend the payment of
interim dividend for the six months ended 30th June 2006 (2005:
Nil).

Subsequent to the balance sheet date, a grantee of 12,600,000
share options has ceased to be an eligible participant of the Share
Option Scheme by reason of the grantee’s resignation from
employment with the Group. None of the options granted has
been exercised as at the date of cessation. Pursuant to the terms
of the Company’s Option Scheme, all unexercised options will
be lapsed. In relation to these options, fair value of HK$1,776,000
had been charged to the consolidated income statement in the
current interim period. At the date of cessation, the corresponding
amount will be transferred from the Share options reserve to the
accumulated losses, in accordance with the requirement of
HKFRS 2.

i) & B ST 7 -

a) AP EA AR (TRBEBRE]) -
SRR S FFTAEZA A+
VO H A2 AR 2y B IR AT I S 0 2 Ok
et 2 F o R P AL G i SR B SE
HZHETRETTARZHAZE
HEAR 5T A 4 25 W o AR <8 BH 3T LAAC SR
B T R T 2 h A A e

b) AL R G R (R A
RAFRHaEEA ZWE TIHATA
S WA 7y 7 7 O o T B B SO TR BB
LA A VT 28 T 2 AR s O

7% S TN 58 oy R b TR R
FMBEENLZY -

HEREWAEREIRBE FEARE
AZ+HIEAREAZFHKRE (%
HAE ) o

N
/N

&S H A% > 12,600,000 173 1 B 2 R 57
NC#IE Ly BT 6 > & EiE 2
Fo R B RN A T R A 4R
] o 7 %6 1k B O3> A O 4% Hh A I RE A A T
i > AR AR 2 W) I RORE 5T 3 22 o T
R AT (0 B TR HRE e B 28 o L 5% 5 I
RETT & > O AS R I ) 2 45 5 i i 3%
FBK 1,776,000 TC 2 28 T (B {H - 7t #¢

H 11> A 4 5001 AR 48 45 Wb B 5 i 5 8
ISR 295 2 #62E b i e HE o i 4 &5 BB
FhE R
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Business Review

During the review period and as at 30th June 2006, the Group is still
operating five restaurants of which two located at Tsim Sha Tsui and
one of each in Mongkok, Hunghom and To Kwa Wan. The retail market
conditions in Hong Kong slightly improve amid the gradual recovery
of the local economy. However, we maintained the existing operating
scale in the past 6 months as we were operating against the odds.
Escalating rental for shops, growing staff costs, as well as rising oil

and commodities prices were adding cost pressure to us.

Our restaurants are serving the public at large. The effect of recovery
was felt largely among people in financial related industries and had
not turn around our performance profoundly. Our customers were still
quite resistant to price increase especially when the choices of cuisines

and Chinese restaurant were mounting.

To combat intense competition, we are renovating our restaurants to
deliver a new and refreshing image to customers. During the interim
period, the one in To Kwa Wan had been closed in April and re-opened
in May. One of the restaurants in Tsim Sha Tsui and the other one in
Mongkok had been scheduled to be closed for redecoration in July and

August this year respectively.

Operating Results

The Group’s unaudited consolidated turnover had increased by 15.27%
from the corresponding period of 2005, while the gross profit margin
was retained intact. With slightly improved household income and retail
market conditions, we were able to adjust our selling prices upwards
so as to offload a portion of the cost increment to our customers.
However, having enjoyed years of deflation under intense competition
in the restaurants industry, customers were quite resistant and sensitive

to price increases.

5 1l
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Net loss attributable to shareholders for the current period amounted to
HK$8.9 million, which represented a 39.71% increase as comparing
with the net loss of HK$6.3 million in the corresponding period in
2005. The application of HKFRS 2 on share-based payment in respect
of the share options granted to eligible participants during the period
have been valued at HK$7.5 million and included in staff costs and
other operating expenses. If excluding these share options expenses
under the new HKFRS 2, the net loss attributable to shareholders would
have been HK$1.4 million, implying a reduction of HK$4.9 million
from the six-month period ended 2005.

Liquidity, Financial Resources and Capital Structure

As at 30th June 2006, the Group had outstanding bank borrowings and
finance lease payables denominated in Hong Kong dollars with an
aggregate amount of HK$901,000 (31st December 2005:
HK$1,253,000). The cash and bank balances of the Group amounted to
HK$23,702,000 (31st December 2005: HK$29,572,000).

The short-term borrowings of the Group accounted for 73.81% (31st
December 2005: 49.16%) of the total borrowings at 30th June 2006.

The interest expenses of the Group for the current period were
HK$55,000 (30th June 2005: HK$64,000).

As at 30th June 2006, the ratio of total liabilities to total assets of the
Group was 46.63% (31st December 2005: 47.22%).

Pledge of Assets

As at 30th June 2006 and 31st December 2005, 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.

A 159 [T 8 B R A s 4805 BE 5 890 B W T IR
FF HAE [ B s 180 B 6308 #s ou 4
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Capital Commitments

As at 30th June 2006 and 31st December 2005, 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 of which were set out in Note 20 of 2005 Annual Report.

In addition, the group had other outstanding capital commitments of
HK$7,200,000 at 30th June 2006 in respect of the redecoration of

restaurant, contracted but not provided for in the financial statements.

Contingent Liabilities

As at 30th June 2006, 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 30th June 2006, the Group had a total workforce of 484 (30th
June 2005: 489). The salary and wages of our employees are dependent

on their duties and performance.

The Group has endeavored to streamline and to refresh its restaurant
network in the past years. As a result, the operating loss of the Group
had been improved in the current period. The management of the
Company is optimistic about the operation results of the Group in the

forthcoming year.

The Company is constantly looking for different type of investment
opportunities. The Company has entered into a conditional agreement
pursuant to which, the Company will obtain the exploitation right to a
coal mine and a peat moss mine in the PRC, if completed. The coal
mine contains an estimated reserve of 800 million tones of coal based
on a preliminary valuation, while the peat moss mine is capable to
exploit up to 5 million tones of peat moss. With constant growing coal
consumption in the PRC and attractive profit margin, the board believes
that this investment could significantly brighten the business prospects

of the Group in the future.
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As at 30th June 2006, the interests and short positions of the Directors
and chief executives and their associates in the shares, underlying shares
and debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance
(“SFO”)) which were required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 & 8 of Part XV of the SFO
(including interests which they are taken or deemed to have under
Section 344 of the SFO) or which are required pursuant to Section 352
of the SFO, to be entered in the register referred to therein, or which
are required to be notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors of

Listed Companies, were as follows:

Number of shares held and nature of interest in Hon Po Holdings
Limited (“Hon Po Holdings”), an associated corporation which through
its wholly-owned subsidiary Hon Po Investment Limited held 2.98% of
the Company.

A TEREREARNAZAH o ER R RATEA
B B AN A 2 W BN T AR 2 ] el CH AT AT B B
I CGE R LR R MO B R B XV H) 2
173~ AR Bl P 073 B A 55 v o 4 i o 2 300 B Ak 91 25
XV EF 7 B 83 T K A ZH 1 AR 4 ] B gk 52 e
ZHEdE MR (LR R o5 B M) B8 R 1) 2 34416k
B A B 2 HE 4R > BRE R M ) Ak 26
352G AL FH A G2 M0 1 i 95 2 2 e 8% M 2
it S IR > B R EA TR I A B 2 AR MRS AR
SE JELAV G AR N ) U S 2 RE AR AT

Jr R — R B 2 W) (37 4 H 4 ¥ B B 2 W) Hon
Po Investment Limited$§ f 4% 24 & 2.98 % fE
i) CHEEERARAE ([HHEEK]) 2K
B9 B K £ R

Mr. Cheung To Sang iR A e R - - 73,996,437 17.51% Long Position
(Note 1) (Note 2) =3

(B3 1) (B 5E2)
Mrs. Cheung Lim Mai Tak, R AR A - - 43,762,162 10.35%  Long Position
Grace (Note 1) (Note 3) 1=

(B3 1) (B 5E3)
Mr. She Hing Chiu A B SR 5,152,338 - 7,821,000 3.07% Long Position
(Note 4) kA

(FffaE4)

30.93%
Notes: B 5 <
1. The interests in shares of his/her spouse are excluded in accordance with Section 1. MR 75 5 M B 10 19 58 344.(1) (a) 68 H6 fo HL E 18 22 I
344(1)(a) of SFO. Tyt o

2. The shares are held by To Sang Management Company Limited, a company which 2. JB 3 el A A AT BR A R R A > — R i — 2 (S T

is controlled indirectly by a discretionary trust of which Mr. Cheung To Sang and
certain of his children are beneficiaries. Mr. Cheung had been resigned as director

of the company from 26th June 2006.
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3. 4,700,750 shares are held by Tabo Development Limited, a company in which
Mrs. Cheung Lim Mai Tak, Grace owns approximately 74% of the issued capital.
Shares of 39,061,412 are held by Lim Mai Tak Consultants and Investment Limited,
a company which is controlled indirectly by a discretionary trust of which Mrs.

Cheung Lim Mai Tak, Grace and certain of her children are beneficiaries.

4. The shares are held by Tread Wood Investment Limited, a company in which Mr.

She Hing Chiu owns approximately 50% of the issued capital.

Save as disclosed herein, none of the Directors and chief executives
and their associates has any interests in the shares, underlying shares
and debentures of the Company or any of its associated corporation
(within the meaning of Part XV of the SFO) which were required to be
notified to the Company and the Stock Exchange pursuant to Divisions
7 & 8 of Part XV of the SFO (including interests which they are taken
or deemed to have under section 344 of the SFO), or which are required,
pursuant to section 352 of the SFO, to be entered in the register referred
to therein, or which are required to be notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities Transactions

by Directors of Listed Companies.

Apart from the share option scheme disclosures in the section “SHARE
OPTION SCHEME” below, at no time during the past 6 months period
was the Company or any of its subsidiaries a party to any arrangement
to enable the directors of the Company to acquire benefits by means of
the acquisition of shares in, or debentures of, the Company or any

other body corporate.

Under the terms of a share option scheme (the “Scheme”) adopted
conditionally by the Company on 28th January 2002, the board of
directors of the Company may, at its discretion, grant options to
directors and employees of the Company and its subsidiaries to

subscribe for shares in the Company.

During the six months period, 37,600,000 share options, representing
1.47% of the issued share capital of the company have been granted to
eligible participants. For details, please refer to Note 13 of the interim

financial statements.
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On 2nd June 2006 the Board of Directors proposed to grant options to
subscribe for 75,000,000 shares of the Company to three of the executive
directors, namely Chan Shi Yung, Chan Wai Keung and Chui Kwong
Kau. Each of them will be eligible for 25,000,000 share options. It is
proposed that these options will be subjected to a vesting period of 4
years. The maximum number of shares that can be subscribed for by
each of the directors will be limited to 5 million shares per annum.
Pursuant to the Company’s option scheme, the grant of options to
directors and any of their associates in excess of 0.1% of the issued
share capital of the company should be approved by shareholders in
general meeting. Approval for the grant of these options will be sought

in the forthcoming general meeting.

Details of the movements of share options granted during the interim

period under review and outstanding as at 30th June 2006 are as follows:

M OBENEANA CH-EREGERTLAR
175,000,000 % A< 2 &) B 1y 2 B HE T = 44 A
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Continuous contract

T

employee
FEAHREE 19th April 2006 19th April 2006 18th April 2016 3.325 600,000
ZRENAE ZERENAE ZE RN
WA+ LA mMA+JLA mA+/VH
19th April 2007 18th April 2016 3.325 2,400,000
e 2 i ZE N
mA+JLH mA+/\H
19th April 2008 18th April 2016 3.325 2,400,000
ZEEI)NAE TR KA
/At LA A+ /\H
19th April 2009 18th April 2016 3.325 2,400,000
ZERERIE ZE N
MH+JUH MmA+/\H
19th April 2010 18th April 2016 3.325 2,400,000
ZE R4 ZE—NE
mA+JLH A+ AH
19th April 2011 18th April 2016 3.325 2,400,000
x4 ZE N
mA+JLH mA+/\H
Total 445t 12,600,000
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Other
HAth

As at 30th June 2006, no person had registered an interest and short i

position in the share capital of the Company that was required to be

2nd June 2006
SRENE
NH_ZH

recorded under Section 336 of the SFO.

During the relevant periods neither the Company, nor any of its
subsidiaries has purchased, redeemed or sold any of the Company’s

list securities.

2nd June 2006
TEREIRNE
NHZH
2nd June 2007
EELE
NHZH
2nd June 2008
EENE
NHZH
2nd June 2009
X
NHZH
2nd June 2010
—E-FE
NHZH

1st June 2016
A%
NH—H
1st June 2016
A%
NH—H
1st June 2016
A S
NH—H
1st June 2016
A S
NH—H
1st June 2016
TERE
NH—H

A

BN —
S

#
e

1.70

1.70

1.70

1.70

1.70

Total 445t

Grand Total & 42

5,000,000

5,000,000
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The Company is committed to maintaining high standards of corporate

governance in fulfilling its responsibilities to shareholders.

The Stock Exchange has promulgated the Code on Corporate
Governance Practices (the “Code”) which came into effect in January,
2005. Throughout the six months ended 30th June 2006, the Group has

complied itself with all the code provision of the Code except that:

. Under A4.1 of the Code, non-executive directors should be
appointed for a specific term, subject to re-election. Under the
period of review, all independent non-executive directors of the
Company were not appointed for a specific term but they are
subject to retirement by rotation and re-election at annual general
meetings of the Company in accordance with the provisions of
the Company’s Articles of Association. As such, the Company
considers that sufficient measures have been taken to ensure that
the Company’s corporate governance practices are no less exacting

than those in the Code.

. Under A4.2 of the Code, all directors should be subject to
retirement by rotation at least once every three years. Pursuant to
the Company’s Articles of Association, the chairman shall not be
subject to retirement by rotation or be taken into account in
determining the number of directors to retire in each year. In
order to ensure the smooth running and continuous adhering to
the strategic view of the Company, the Company believes that
the position of chairman is more practical to be maintained and

not to be subject to retirement by rotation.

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in Appendix
10 to the Listing Rules as its own Code of conduct regarding securities
transactions by the directors of the Company. All Directors have
confirmed following specific enquiry by the Company that they have
complied with the required standard set out in the Model Code through

the period under review.
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The Audit Committee comprises the three independent non-executive
directors of the Company. The Audit Committee has adopted terms of
reference which are in line with the Code. The Group’s unaudited
financial statements for the six months ended 30th June 2006 have
been reviewed by the Audit committee, who is of the opinion that such
statements comply with applicable accounting standards and legal

requirements, and that adequate disclosures have been made.

The Remuneration Committee was established for the purpose of making
recommendations to the board on the Company’s policy and structure
for all remuneration of directors and senior management. The written
terms of reference which describe the authority and duties of the
Remuneration Committee which in line with the Code were prepared
and adopted. The Remuneration Committee, comprises three
independent non-executive directors, namely Mr. Chang Kin Man, Mr.
Wu Tak Lung and Mr. Ip Wing Lun.

The result announcement is published in the Stock Exchange’s website.
The interim report containing all the information required by the Listing
Rules will be dispatched to the shareholders and available on the

Company’s and the Stock Exchange’s websites in due course.

By Order of the Board
Hon Po Group (Lobster King) Limited
Cheung Lim Mai Tak, Grace

Chairman

Hong Kong, 15th September 2006
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