The Directors have pleasure in presenting their annual report and the
audited financial statements of the Group for the year ended 31st
December, 2005.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The principal
activities of its principal subsidiaries are set out in note 31 to the financial

statements.
RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31st December, 2005 are

set out in the consolidated income statement on page 52.

On 16th June, 2005 and 17th June, 2005, a dividend of 4.22 HK cents
per share, amounting to approximately HK$15,523,000, was paid to the
shareholders of the Company as final dividend for 2004.

An interim dividend of 1.52 HK cents per share, amounting to
approximately HK$5,592,000 in respect of 2005 was calculated by
reference to 367,926,000 shares in issue on 22nd September, 2005 and
was paid to the shareholders of the Company on 21st October, 2005.

The Directors now recommend the payment of a final dividend of 4.17
HK cents per share to the shareholders of the Company whose names

appear on the register of members on 29th May, 2006.
PROPERTY, PLANT AND EQUIPMENT

During the year, the Group acquired additional property, plant and
equipment at a cost of HK$166,342,000 for business expansion.

Details of this and other movements in property, plant and equipment of
the Group during the year are set out in note 14 to the financial

statements.
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SHARE CAPITAL

Details of the movements in the share capital of the Company during the

year are set out in note 22 to the financial statements.
SHARE PREMIUM AND RESERVES

The Company's reserves available for distribution represent the share
premium and retained profits. Under the Companies Law, Cap. 22 (Law
3 of 1961, as consolidated and revised) of the Cayman Islands, the share
premium of the Company is available for paying distributions or dividends
to the shareholders subject to the provisions of its memorandum or
articles of association (“Articles of Association”) and provided that
immediately following the distribution or dividend, the Company is able

to pay its debts as they fall due in the ordinary course of business.

At the balance sheet date, in the opinion of the Directors, the Company's
reserves available for distribution to shareholders amounted to
approximately HK$235,622,000.

Movements in the share premium and reserves of the Group for the year
ended 31st December, 2005 are set out in the consolidated statement

of changes in equity on page 55.
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DIRECTORS

The Directors of the Company during the year and up to the date of this

report were:
Executive Directors

Mr. Hui Sum Kwok, Chairman

Mr. Hui Sum Ping, Vice Chairman

Mr. Hui Sum Tai, Chief Executive Officer
Mr. Wong Wing Por

Ms. Hui Yuen Li

Independent Non-executive Directors

Mr. Liu Kwok Fai, Alvan
Mr. Chee Man Sang, Eric
Mr. Wong Chu Leung

In accordance with Article 87(1) of the Company’s Articles of Association,
Mr. Hui Sum Kwok, Mr. Liu Kwok Fai, Alvan and Mr. Chee Man Sang, Eric
shall retire from office by rotation in the forthcoming annual general

meeting and, being eligible, offer themselves for re-election.

Each of the executive Directors has entered into a service agreement with
the Company for a term of one year commencing 15th September,
2005, which may be terminated by not less than three months’ notice in

writing served by either party.

Save as disclosed above, no Director proposed for re-election at the
forthcoming annual general meeting has a service contract with the
Company or any of its subsidiaries which is not determinable by the
Group within one year without payment of compensation, other than

statutory compensation.
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SHARE OPTIONS B I R

Particulars of the Company's share option scheme are set out in note 23 RN RIBRAERT &) 2 sHIB R I iRk M523 -

to the financial statements.

The following table discloses movements in the Company’s share options TERBEARABRENRFAZEE

during the year:
Outstanding
at beginning Granted Exercised  Cancelled  Outstanding
Exercisable of year during during during at end of year
Category Option type Date of grant price ) the year the year the year FR
B85 BREESR RHBH TRE HATHE FRARE ERfR  FAEH R TR
(Note 1) HKS
(Mzt1) BT
Directors
Bz
Mr. Hui Sum Kwok (Note 2) A 3.11.2003 1.130 1,614,000 = = = 1,614,000
FREL A (H32) B 29.72004 1330 450,000 - - - 450,000
C 4.11.2004 1.104 2,250,000 = = = 2,250,000
Mr. Hui Sum Ping A 3.11.2003 1.130 2,726,000 = = = 2,726,000
SRTRE B 29.72004 1330 950,000 - = = 950,000
C 4.11.2004 1.104 2,250,000 = = = 2,250,000
Mr. Hui Sum Tai A 3.11.2003 1.130 3,600,000 = = = 3,600,000
FHRELE B 29.72004 1330 70,000 - - - 70,000
C 4.11.2004 1.104 2,250,000 = = = 2,250,000
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SHARE OPTIONS (Continued) B (=)
Outstanding
at beginning Granted Exercised  Cancelled  Outstanding
Exercisable of year during during during at end of year
Category Option type Date of grant price L) the year the year the year G353
B85 BREER REBH TRE HATE FRARE FRTE FRE® HROE
(Note 1) HK$
(WzED) BT
Directors (Continued)
Bz (9)
Mr. Wong Wing Por A 3.11.2003 1.130 2,100,000 - - - 2,100,000
IRREE B 29.7.2004 1330 970,000 - - - 970,000
C 4.11.2004 1.104 2,250,000 = = = 2,250,000
Ms. Hui Yuen Li A 3.11.2003 1.130 250,000 = = = 250,000
STt B 29.72004 1330 3,170,000 - - - 3170000
Mr. Liu Kwok Fai, Alvan A 3.11.2003 1.130 250,000 = = = 250,000
Mr. Chee Man Sang, Eric A 3.11.2003 1.130 250,000 = = = 250,000
MRELE
25,400,000 = = - 25/400,000
Other employees A 3.11.2003 1.130 1,932,000 = (50,000 (14,000) 1,868,000
EfES B 29.72004 1330 5,390,000 - (40,000) (20000) 5,330,000
7322,000 = (90,000)  (34000) 7198000

Total all categories
2R B 32,722,000 - (90,000) (34,000) 32,598,000
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SHARE OPTIONS (Continued)

Notes:

1. The vesting period of the share options granted is determined by Directors at each

time when the options are granted. Holders of share options granted under the

Company's share option scheme may only exercise their options during the

exercisable periods as follows:

BRE (E)
B
L BRI 2 5P R 0 AR

REE -  AAREREFERTERESEA
EARATTERTERS 2 BRE :

Option type A Option type B Option type C Maximum % of share options exercisable
AERBRE BRI R CEERE ATRBREZRSEIL
3.5.2004 - 3.11.2004 1.1.2005 - 31.12.2005 1.3.2005 - 28.2.2006 up to 50%
5= A 50%
4.11.2004 - 3.11.2005 1.1.2006 - 31.12.2006 1.3.2006 - 28.2.2007 up to 75% (to the extent not already exercised)
BReME75% (AR RITREBR)
4.11.2005 - 3.11.2006 1.1.2007 - 31.12.2007 1.3.2007 - 29.2.2008 up to 100% (to the extent not already exercised)

2. Out of the 1,614,000 outstanding share options granted, Mr. Hui Sum Kwok was

directly interested in 1,364,000 share options granted to him and was deemed to

be interested in 250,000 share options granted to Ms. Wong Mui, who is the

spouse of Mr. Hui Sum Kwok and a member of the senior management of the

Group.

The closing price of the Company's share immediately before the date on

which the options were exercised was HK$1.39 per share.

At 31st December, 2005, the number of shares in respect of which

options had been granted and remained outstanding under the Scheme

was 32,598,000, representing approximately 8.86% of the shares of the

Company in issue at that date.
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DIRECTORS' INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

Save as disclosed above, at 31st December, 2005, the interests and/or
short positions of the Directors and their associates in the shares,
underlying shares and debentures of the Company and its associated
corporations within the meaning of the Securities and Futures Ordinance
("SFO"), as recorded in the register maintained by the Company pursuant
to Section 352 of the SFO, or as otherwise notified to the Company and
The Stock Exchange of Hong Kong Limited (the “Stock Exchange")

pursuant to the Model Code for Securities Transactions by Directors of
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Listed Companies, were as follows: wm
(a) Shares (a) &1
Approximate
percentage of
Company/Name of Number and issued share capital
Name of director associated corporation Capacity class of securities HEBTRE
EEng ARAE/HEEEER 59 EFHERER BRBEDH
Mr. Hui Sum Kwok Company Founder of a 252,000,000 shares 68.49%
FARE L E AN discretionary trust/ Long position (Note 1)
interest of controlled 252,000,000 % 15
corporations -G ERD
2RETAVAS
R LB RS
Mr. Hui Sum Kwok Company Beneficial owner 2,522,000 shares 0.69%
FARE A /NS EREBA Long position
2,522,000 % {7
e
Mr. Hui Sum Kwok Company Interest of spouse 250,000 shares 0.07%
TFREEE AN [ X Long position
250,0008% & {3
iE
Mr. Hui Sum Ping Company Founder of a 252,000,000 shares 68.49%
TRTEE NG| discretionary trust/ Long position (Note 1)
interest of controlled 252,000,0008% A% 15
corporations #r A ()
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DIRECTORS’ INTERESTS IN SHARES, EENRHG - HEROR

UNDERLYING SHARES AND DEBENTURES

(Continued)

(a) Shares (Continued)

ExcEs (&

(a) R17 (&)

Approximate
percentage of

Company/Name of Number and issued share capital
Name of director associated corporation Capacity class of securities HEBRTRE
BExps AAE/HELEERE E BEHERER BREI
Mr. Hui Sum Ping Company Beneficial owner 510,000 shares 0.14%
THREEE AAH ExBAA Long position
510,0000% A% {7
HE
Mr. Hui Sum Tai Company Beneficial owner 200,000 shares 0.05%
TRERE /NS EREAA Long position
200,000 iz {7
HE
Mr. Wong Wing Por Company Founder of a Nil (Note 1) -
THRFLEE ViN/NE] discretionary trust/ & (fizE)
interest of controlled
corporations
2REFEIZAN/
R EE R
Mr. Wong Wing Por Company Beneficial owner 600,000 shares 0.16%
TREREE /NG EGEAA Long position
600,000 f& {7
HE
Ms. Hui Yuen Li Company Beneficial owner 250,000 shares 0.07%
ERIEI G AR7A EnBBA Long position
250,000 iz {7
iE
Mr. Hui Sum Kwok Hop Fung Industries Founder of a 7,886 shares of 78.86%
IHRBLAE Limited discretionary trust/ US$0.01 each

("Hop Fung Industries")

interest of controlled

Long position

corporations (Notes 1 and 2)

PREFEIA/ 7,886k BREE
REEE R 001 T 2 K’
HE (WE1k2)
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DIRECTORS’ INTERESTS IN SHARES, EENKRG - HEROR

UNDERLYING SHARES AND DEBENTURES

(Continued)

(a) Shares (Continued)

ExcEs (&

(a) R17 (&)

Approximate

percentage of

Company/Name of Number and issued share capital
Name of director associated corporation Capacity class of securities HERTRE
Ezps KRR/ HABEEER g EEBERER BOEA
Mr. Hui Sum Ping Hop Fung Industries Founder of 7886 shares of 78.86%
THRFEEE discretionary trust/ US$0.01 each
interest of controlled Long position
corporations (Notes 1 and 2)
RREERAIAS 7,886/ B A A
RIEEEER 001F% T2 R 3
iR (ME1R2)
Mr. Wong Wing Por Hop Fung Industries Founder of a 1,257 shares of 12.57%
FTRREE discretionary trust/ US$0.01 each
interest of a controlled Long position
corporation (Notes 1 and 2)
RREFAIAS 1257 B A A
REEEER 0.01% 7T 2 Bt
fire (ME1R2)
Mr. Hui Sum Kwok Hop Fung Industries Beneficial owner/founder 5,000 shares of 50%
FARE L E (Holdings) Limited of a discretionary trust/ US$0.01 each
("Hop Fung Industries interest of a controlled Long position
BVI") corporation (Notes 1 and 3)
EEBEN/ 5,000 & & E &
RREFALAS 001X 7T 2 B 17
REEEER e (HE1k3)
Mr. Hui Sum Ping Hop Fung Industries Beneficial owner/founder 5,000 shares of 50%
TRTEE BVI of a discretionary trust/ US$0.01 each

interest of a controlled

Long position

corporation (Notes 1 and 3)
ExEAN/ 5,0008% & B A &
2R{ETEZA/ 001% T2 &t
Sk E R 7R (HE1k3)
AEEELZRAERAT |
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DIRECTORS’ INTERESTS IN SHARES,

UNDERLYING SHARES AND DEBENTURES

(Continued)

(a) Shares (Continued)

EERNKRM - HEARSG K
B iR (A

(a) R17 (&)

Approximate

percentage of

Company/Name of Number and issued share capital
Name of director associated corporation Capacity class of securities HERTRE
EEpE ARNE /B LEEER ) EEBERER BRBEDH
Mr. Hui Sum Kwok Gong Ming Hop Fung Interest of controlled 3,000,000 non-voting 100%
TREEE Paper Ware Factory corporations/short deferred shares of
Limited position of controlled HK$1 each
("Hop Fung GM") corporations Long and short
DA ERDR REEEER positions
BRAR XEEERR (Notes 1 and 4)
(&g 28)) 3,000,000 & K &
VBT EREE
iR RKkE (i1 k)
Mr. Hui Sum Ping Hop Fung GM Founder of a discretionary 3,000,000 non-voting 100%
HEHRTRE S UN] trust/interest of controlled deferred shares of
corporations/short HK$1 each
position of controlled Long and short
corporations positions
2RETAVAS (Notes 1 and 4)
RELREES 3,000,0008% 5 (R E &
REERAKE BTz BRER
HERKE (HE15R4)
Mr. Wong Wing Por Hop Fung GM Interest of controlled Nil (Notes 1 and 4) -
T8REE AENH corporations/short = (M1 R 4)

position of a controlled
corporation
X zEER

B AEAR
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DIRECTORS' INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES
(Continued)

(a) Shares (Continued) (a) B3 (&)

Approximate

percentage of

Company/Name of Number and issued share capital
Name of director associated corporation Capacity class of securities HERTRE
EEng ARNE /B EEER 52 EEBERER BOEA
Mr. Hui Sum Kwok Fung Kong Hop Fung Interest of controlled 3,000,000 non-voting 100%
TREEE Paper Ware Factory corporations/short deferred shares of
Limited position of controlled HK$1 each
("Hop Fung FG") corporations Long and short
BEAaLERR BEEEE/ positions
AR A REEBKA (Notes 1, 4 and 5)
([6ERE]) 3,000,0008% & A &
BT BERE
ERER
HERKE (-
45.5)
Mr. Hui Sum Ping Hop Fung FG Founder of a discretionary 3,000,000 non-voting 100%
FRFRE R4 trust/interest of controlled deferred shares of
corporations/short HK$1 each
position of controlled Long and short
corporations positions
%%%%E\i)\/ (Notes 1, 4 and 5)
EEE#EE 3,000,0008% & ik &
i? EERE BT BRRE
HERKXE
GEAREY &)
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DIRECTORS’ INTERESTS IN SHARES,

UNDERLYING SHARES AND DEBENTURES

(Continued)

(a) Shares (Continued)

Company/Name of

EERNKRM - HEARSG K
B iR (A

(a) R17 (&)
Approximate
percentage of

Number and issued share capital

Name of director associated corporation Capacity class of securities HERTRE
Ezps ARNE /B LEEER ) EEBERER BOEI L
Mr. Wong Wing Por Hop Fung FG Interest of a controlled Nil (Notes 1, 4 and 5) -
TREEE BERM corporation/short & (MisE - 4R5)
position of a controlled
corporation
XErEER/
REEBKE
Mr. Hui Sum Kwok Applewood Forest Founder of a discretionary 1 share of US$1 100%
ARE A Limited trust Long position
2REETEIZA (Notes 1 and 6)
1REE1ET 2R 7
#E (WEi1ke)
Mr. Hui Sum Kwok Profit Luck Limited Founder of a discretionary 100 shares of HK$1 100%

FRELE

Notes:

MEBERRF]

trust
2REEFEIZIA

1. The 252,000,000 shares are owned by Hop Fung Industries. The issued
share capital of Hop Fung Industries is owned as to 78.86%, 12.57% and
8.57% by Hop Fung Industries BVI, Delight Ocean Limited (“Delight”) and
Mr. Shum Lit Ki respectively.
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DIRECTORS' INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES
(Continued)

(a) Shares (Continued)

Notes: (Continued)
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B zEs (&

(a) Rz (&

s : ()

The issued share capital of Hop Fung Industries BVI is owned as to 11.81%,
11.81%, 38.19% and 38.19% by Mr. Hui Sum Kwok, Mr. Hui Sum Ping,
Fullwood Holdings Limited (“Fullwood”) and Goldspeed Holdings Limited
("Goldspeed") respectively. Fullwood is wholly owned by Pinecity Investments
Limited (“Pinecity”) and Pinecity is wholly owned by HSBC International
Trustee Limited ("HSBC") in its capacity as the trustee of Hui & Wong 2004
Family Trust, a discretionary trust the founder of which is Hui Sum Kwok
and the discretionary objects of which include family members of Hui Sum
Kwok. Goldspeed is wholly owned by Goldkeen Assets Management
Limited (“Goldkeen”) and Goldkeen is wholly owned by HSBC in its
capacity as the trustee of HSP 2004 Family Trust, a discretionary trust the
founder of which is Hui Sum Ping and the discretionary objects of which
include family members of Hui Sum Ping. Accordingly, each of Hui Sum
Kwok and Hui Sum Ping will be deemed to be interested in the
252,000,000 shares under the SFO.

Delight is wholly owned by Richfaith Assets Management Limited
("Richfaith”) and Richfaith is wholly owned by HSBC in its capacity as the
trustee of Wong's 2004 Family Trust, a discretionary trust the founder of
which is Wong Wing Por and the discretionary objects of which include
family members of Wong Wing Por.

Hop Fung Industries is a holding company of the Company and therefore
an associated corporation of the Company under the SFO. The entire
issued share capital of Hop Fung Industries is US$100 divided into 10,000
shares of US$0.01 each which is owned as to 7,886, 1,257 and 857 shares
by Hop Fung Industries BVI, Delight and Mr. Shum Lit Ki respectively. Under
the SFO, each of Mr. Hui Sum Kwok and Mr. Hui Sum Ping is deemed to be
interested in the 7,886 shares of US$0.01 each and Mr. Wong Wing Por is
deemed to be interested in the 1,257 shares of US$0.01 each in Hop Fung
Industries.

Hop Fung Industries BVIZ B 21T IR A 5
PIERFFRESEAE - FFARF LA - Fullwood
Holdings Limited ([ Fullwood] ) % Goldspeed
Holdings Limited ([ Goldspeed|) # &
11.819% * 11.81% ~ 38.19%}%2 38.19% °
Fullwoodg Pinecity Investments Limited
(IPinecity] ) 2 & #%& - i Pinecityfs HSBC
International Trustee Limited ([HSBCJ) 1A
Hui & Wong 2004 Family Trust¥ 5t A 2 &
DEEYER - ZEAR—REREET  H
BIZ ARFTARE - 2REETHRBIETHR
2 R BEA 8 ° Goldspeedf Goldkeen
Assets Management Limited ([ Goldkeen) )
2& 4 - MGoldkeenE HSBCLAHSP 2004
Family TustZsEAZ S D2 BHE © %z
RA—HE2REER - HAIZARTRT
2RERHRBETRTZRKEKE -
It REBEFRAEKR - FFRERFFR
F & B AR = ¥E A 7%252,000,0008% A& 17
2K o

Delighteg Richfaith Assets Management
Limited ([Richfaith]) 2 & #4 - ifiRichfaith
F1 HSBCIA Wong's 2004 Family Trusts 5%
ANZEDEEHER - ZEstR—HERE
it HEIZARERR - 2 ETHRE
BERBEZRHEKE °

Hop Fung Industries 758 A &1 2 IR A A
FULRBES RPE GRS - BARRZHE
%@ ° Hop Fung Industriesz & #5 B
TR 1003 7T + 53 43 10,000/% & iR
BH0.01EX T 2K’ * H AlAHop Fung
Industries BVI - Delight& it ZUE e £ A
7,886~ 1257K% 857/ - RIRFEF R HE
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# A Hop Fung Industries 7,886% & %
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DIRECTORS' INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES
(Continued)

(a) Shares (Continued)

Notes: (Continued)

Hop Fung Industries BVI is a holding company of the Company and
therefore an associated corporation of the Company under the SFO. The
entire issued share capital of Hop Fung Industries BVI is US$100 divided
into 10,000 shares of US$0.01 each which is owned as to 1,181, 1,181,
3,819 and 3,819 shares by Mr. Hui Sum Kwok, Mr. Hui Sum Ping, Fullwood
and Goldspeed respectively. Under the SFO, each of Mr. Hui Sum Kwok and
Mr. Hui Sum Ping is interested and/or deemed to be interested in an
aggregate of 5,000 shares of US$0.01 each in Hop Fung Industries BVI.

Hop Fung GM is a subsidiary of the Company and therefore an associated
corporation of the Company under the SFO. The entire issued share capital
of Hop Fung GM is HK$3,000,100 divided into 100 ordinary shares of
HK$1 each and 3,000,000 non-voting deferred shares of HK$1 each. The
3,000,000 non-voting deferred shares of HK$1 each in Hop Fung GM are
beneficially owned by Hop Fung Group (HK) Limited (“Hop Fung Group
HK") which is owned as to 78.86%, 12.57% and 8.57% by Hop Fung
Holdings Limited (“Hop Fung Holdings (BVI)"), Mr. Wong Wing Por and Mr.
Shum Lit Ki respectively.

The issued share capital of Hop Fung Holdings (BV!) is owned as to 50%,
11.81% and 38.19% by Mr. Hui Sum Kwok, Mr. Hui Sum Ping and
Goldspeed respectively. Under the SFO, each of Mr. Hui Sum Kwok and Mr.
Hui Sum Ping is deemed to be interested in the 3,000,000 non-voting
deferred shares of HK$1 each in Hop Fung GM.

Pursuant to an option deed dated 19th August, 2003, Hop Fung Group HK
and its nominee granted to Hop Fung Group Company Limited (“Hop Fung
Group (BVI)"), a wholly owned subsidiary of the Company, an option to
purchase from them such 3,000,000 non-voting deferred shares of HK$1
each in Hop Fung GM. Accordingly, each of Mr. Hui Sum Kwok and Mr. Hui
Sum Ping is deemed to have a short position in the underlying shares of
the option granted under the option deed pursuant to the SFO.
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DIRECTORS' INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES
(Continued)

(a) Shares (Continued)

Notes: (Continued)
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Hop Fung FG is a subsidiary of the Company and therefore an associated
corporation of the Company under the SFO. The entire issued share capital
of Hop Fung FG is HK$3,000,100 divided into 100 ordinary shares of HK$1
each and 3,000,000 non-voting deferred shares of HK$1 each. The
3,000,000 non-voting deferred shares of HK$1 each in Hop Fung FG are
beneficially owned by Hop Fung Group HK. Under the SFO, each of Mr. Hui
Sum Kwok and Mr. Hui Sum Ping is deemed to be interested in the
3,000,000 non-voting deferred shares of HK$1 each in Hop Fung FC.

Pursuant to an option deed dated 19th August, 2003, Hop Fung Group HK
and its nominee granted to Hop Fung Group (BVI) an option to purchase
from them such 3,000,000 non-voting deferred shares of HK$1 each in
Hop Fung FG. Accordingly, each of Mr. Hui Sum Kwok and Mr. Hui Sum
Ping is deemed to have a short position in the underlying shares of the
option granted under the option deed pursuant to the SFO.

Applewood Forest Limited ("Applewood") is a company incorporated in the
British Virgin Islands. The entire issued share capital of Applewood is US$1
comprises 1 share of US$1 which is owned by HSBC in its capacity as the
trustee of Hui & Wong 2004 Family Trust. Applewood is an associated
corporation of the Company under the SFO. Under the SFO, Mr. Hui Sum
Kwok is deemed to be interested in the 1 share of US$1 in Applewood
owned by HSBC in its capacity as the trustee of Hui & Wong 2004 Family
Trust.

Profit Luck Limited (“Profit”) is a company incorporated in Hong Kong. The
entire issued share capital of Profit is HK$100 comprises 100 shares of
HK$1 each which is indirectly owned by HSBC through its wholly owned
subsidiary, Applewood. Details of Applewood are set out in note 6 above.
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DIRECTORS’ INTERESTS IN SHARES,

UNDERLYING SHARES AND DEBENTURES

(Continued)

(b) Share options

Details of the Directors’ and their associates’ interests in share
options of the Company are set out in the Section headed “Share

Options” in this report.

Other than as disclosed above, none of the Directors nor their associates
had any interests or short positions in any shares, underlying shares or
debentures of the Company or any of its associated corporations as at
31st December, 2005.

SUBSTANTIAL SHAREHOLDERS

As at 31st December, 2005, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the SFO shows
that the following shareholders had notified the Company of relevant

interests and short positions in the issued share capital of the Company:

EERNKRM - HEARSG K
B iR (A

(b) BKRE
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FERR
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HRAEEDIEIHRER 2 EERESEME
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Approximate

percentage

Number of of issued

issued shares held share capital

Name of shareholder Capacity BEEBRT Note(s) 1HBRTKRH

BRREB /S 55 ROHA it BABDH

Hop Fung Industries Beneficial owner 252,000,000 1 68.49%

ERBEAA

Hop Fung Industries BVI Interest of a controlled corporation 252,000,000 1,2 68.49%
REEE R

Fullwood Interest of controlled corporations 252,000,000 1,2,3 4 68.49%
REEE R

Pinecity Interest of controlled corporations 252,000,000 1,2,3 4 68.49%
AR

Goldspeed Interest of controlled corporations 252,000,000 1,2,3,5 68.49%
REEE R

Goldkeen Interest of controlled corporations 252,000,000 1,2,3,5 68.49%

RErEER
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Approximate

percentage
of issued
Number of share capital
Name of shareholder Capacity issued shares held Note(s) {HEZTRH
BRREB/HE 55 FEERTRAHA it = BRBEDH
HSBC Trustee of discretionary trust/interest 253,146,000 1,2,3,4,5 68.80%
of controlled corporations
SREARTAA /R EEER
Mr. Hui Sum Kwok Beneficial owner/founder of a 254,772,000 1,2,34 69.25%
FREEE discretionary trust/interest of
controlled corporations/interest of spouse
EXBAEN/2HEETEZAN/
XErEER BREE
Mr. Hui Sum Ping Beneficial owner/founder of a 252,510,000 1,2,3,5 68.63%
HHRERE discretionary trust/interest of
controlled corporations
ELBAEAN/2HETETIA/
R EE R
Ms. Wong Mui Beneficial owner/interest of spouse 254,772,000 1,2,3,4,6 69.25%
et EnABAN/EBER
Ms. Jian Jian Yi Interest of spouse 252,510,000 1,2,3,57 68.63%
HRELL i B
Hallgain Management Limited Interest of controlled corporations 29,382,000 8 7.99%
REEE R
Kingboard Chemical Beneficial owner/interest of controlled 29,382,000 9 7.99%
Holdings Limited corporations
EBLtIKHE EnBAAN/ZREEER
Notes: B 5E

1. The 252,000,000 shares are owned by Hop Fung Industries.

2. The issued share capital of Hop Fung Industries is owned as to 78.86%, 12.57% 2.
and 8.57% by Hop Fung Industries BVI, Delight and Mr. Shum Lit Ki respectively
and Hop Fung Industries BVI is deemed to be interested in the 252,000,000

shares under the SFO.

1. #252,000,000% f% 13 B3 Hop Fung Industries#
ﬁ °

Hop Fung IndustriesZ & # 17 i% 7 1 Hop Fung
Industries BVI - Delight& it B E % & 5 Bl #EH
78.86% * 12.57%% 8.57% ' MiEEEH K #AE
&%l - Hop Fung Industries BVI3% % & & &
252,000,0008% i 17 2 #E#8 ©
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SUBSTANTIAL SHAREHOLDERS (Continued)

Notes: (Continued)

3, The issued share capital of Hop Fung Industries BVI is owned as to 11.81%,
11.81%, 38.19% and 38.19% by Mr. Hui Sum Kwok, Mr. Hui Sum Ping, Fullwood

and Goldspeed respectively.

4. The entire issued share capital of Fullwood is indirectly held by HSBC through its
100% controlled corporation, Pinecity in its capacity as the trustee of Hui & Wong
2004 Family Trust, a discretionary trust the founder of which is Mr. Hui Sum Kwok
and the discretionary objects of which include family members of Mr. Hui Sum
Kwok. Accordingly, each of Fullwood, Pinecity, HSBC and Mr. Hui Sum Kwok is
deemed to be interested in the 252,000,000 shares under the SFO.

5. The entire issued share capital of Goldspeed is indirectly held by HSBC through its
100% controlled corporation, Goldkeen in its capacity as the trustee of HSP 2004
Family Trust, a discretionary trust the founder of which is Mr. Hui Sum Ping and the
discretionary objects of which include family members of Mr. Hui Sum Ping.
Accordingly, each of Goldspeed, Goldkeen, HSBC and Mr. Hui Sum Ping is
deemed to be interested in the 252,000,000 shares under the SFO.

6. Ms. Wong Mui is directly interested in 250,000 shares in the Company and is
deemed to be interested in 254,522,000 shares under the SFO as she is the
spouse of Mr. Hui Sum Kwok, a director of the Company.

7. Ms. Jian Jian Yi is deemed to be interested in 252,510,000 shares under the SFO
as she is the spouse of Mr. Hui Sum Ping, a director of the Company.

8. Hallgain Management Limited is deemed to be interested in 29,382,000 shares in
the Company, which are directly or indirectly held by Kingboard Chemical Holdings
Limited, by virtue of its holdings of approximately 36.2% interests in the issued
share capital of Kingboard Chemical Holdings Limited.

9. Kingboard Chemical Holdings Limited is directly interested in 3,922,000 shares in
the Company and is deemed to be interested in 25,460,000 shares in the
Company as held by certain of its subsidiaries.

Other than as disclosed above, the Company has not been notified of

any other relevant interests or short positions in the issued share capital

of the Company as at 31st December, 2005.

Hop Func Grour HoLbpINGS LIMITED ANNUAL ReporT 2005
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3. Hop Fung Industries BVIZ B 21T ik A" % B £ &F
AREISE A - TR A -+ Fullwood & Goldspeed
HAH11.81%  11.81% * 38.19% 2 38.19% °

4. Fullwoodz 2 #8 B 3 1T B& AN (R HSBCE 18 E 100%
5 % 7% B Pinecity bA Hui & Wong 2004 Family Trust
ZFEAZ FEDEERA © Hui & Wong 2004 Family
Trust/y —TH2 R - HBIZ ARFFRESE
MERETHREEIARELEEZRERE °
FEltt - 1RIEEH R EEED] - Fullwood - Pinecity »
HSBC X FF#R Bl 95 A4 3% B 4R A3 #E 75 7%252,000,000
ARAR 1D 2 #E %5 o

5. Goldspeedz 2B B /TR AN FHHSBCE 1B E 100%
5 3% E Goldkeen A HSP 2004 Family Trust 5%
SEAE D EERA © HSP 2004 Family Trusty
—IE2EET  HANARNHRTALE M2
BETHREEIRTELEZREKE - Bt -
BIRFE FH R EIE & - Goldspeed - Goldkeen
HSBC R AFAR T 5E 4 & B AR A3 7%252,000,000
AEAR 17 < #E s o

6. EZTHEERAARRAR2500008R M E
UARBEREAERAREEHRE L ZERE
REFHFRPRKS  ERLTHERAREZ
254,522,0000& B 5 7 #E % ©

7. REFHFRBEKG - AREARARESR
REREZRSB  BAREXTIHEEAEARZ
252,510,000/% f& 15 2 #E 25 ©

8. MM Hallgain Management Limited$ A & &1k T
EEEHITRALNI6200 5 - WULER AR
BB THREE R REERH 229,382,0008
RRARBEMOPRHEERS -

9. EECISEAEERAARRR3922,0008%K%
B MLERAREETHEARMIEEZ
25,460,00008 A A R D F A S -

BEXHRBEEN RZEEAF+_A=+—
B RARYEERFEMEMALIRARFE
BIRATHEREBEEIAR



PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SHARES

Neither the Company nor any of its subsidiaries purchased, redeemed or

sold any of the Company's listed shares during the year.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Save as disclosed under the heading “Share Options” above, at no time
during the year was the Company, any of its holding companies, fellow
subsidiaries or subsidiaries a party to any arrangements 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.
In addition, save as disclosed above, none of the Directors, their spouse or
children under the age of 18 were granted any right to subscribe for the

securities of the Company or had exercised any such right during the year.
DIRECTORS' INTERESTS IN CONTRACTS

Other than the transactions set out in note 29 to the financial statements,
no other contracts of significance to which the Company or any of its
subsidiaries was a party and in which a Director of the Company had a
material interest, whether directly or indirectly, subsisted at the end of the

year or at any time during the year.
MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31st December, 2005, the aggregate amount of
turnover attributable to the Group's five largest customers accounted for

less than 17% of the Group's total turnover.

The aggregate amount of purchases attributable to the Group's five
largest suppliers accounted for approximately 55% of the Group's total
purchases and the purchase attributable to the Group's largest supplier

accounted for approximately 23% of the Group's total purchases.

None of the Directors, their associates or any shareholders (which to the
knowledge of the Directors own more than 5% of the Company's share

capital) has any interest in the Group's five largest suppliers.
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CONNECTED TRANSACTIONS

During the year, the Group did not enter into any transactions with any

connected persons.
PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company's
Articles of Association or the laws of the Cayman Islands, which would
oblige the Company to offer new shares on a pro-rata basis to existing

shareholders.
DONATIONS

During the year, the Group made charitable donations amounting to
approximately HK$709,000.

CORPORATE GOVERNANCE

The Company has complied with the code provisions set out in the Code
on Corporate Governance Practices (the "CG Code”) as set out in
Appendix 14 of the Rules Governing the Listing of Securities on the Stock
Exchange, during the year ended 31st December, 2005, except with the

following deviations:

Code Provision A.2.1
Code Provision A.2.1 stipulates that the division of responsibilities
between the chairman and the chief executive officer should be

clearly established and set out in writing.

There is no written terms on division of responsibilities between the
Chairman and the Chief Executive Officer. The Board of Directors
considers that the responsibilities of the Chairman and Chief
Executive Officer respectively are clear and distinctive and hence

written terms thereof are not necessary.
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CORPORATE GOVERNANCE (Continued) AEER (B)

Code Provision A.4.2 SF B R STA.4.215

+  Code Provision A.4.2 stipulates that all Directors appointed to fill a o STRMESAA15R TE AT B B A RIS 2= 5k
casual vacancy should be subject to election by shareholders at the BEZECZEFEARERBRZERIRRERE
first general meeting after their appointment. FEIRRER -

+  In accordance with the relevant provision of the existing Company's s REARTEBEREZEBRT  BMHE
Articles of Association, Directors appointed to fill a casual vacancy RERMEZECEFARTERRBE
are subject to re-election at next annual general meeting. AgLEE-

Code Provisions B.1.3 and C.3.3 <F Bl X B.1.3% C.3.31%

«  Code Provisions B.1.3 and C.3.3 stipulate that the terms of e SFRIENBIZRCIIGHEFMEE G R
reference of the remuneration committee and audit committee ERZE GV RERESEREADER
should include, as a minimum, those specific duties as set out in BEXFEZEFERE -

the respective provisions.

The terms of reference of the Remuneration Committee and the o ARFERZEZLFHABIFEMES
Audit Committee of the Company have been revised in May, 2005 SEREZZEGZREBE NS il
to comply with the above Code Provision with certain deviations. A A EEETIREE - T2 2 IRBER TR
major deviation from the Code Provision B.1.3 is that the MBIIGHERRAIFHME S GRRBREL
Remuneration Committee of the Company should, pursuant to its Bz BEaE - ERNTES (MR
revised terms of reference, review (as opposed to determine under BRERE) 2 HMETRE (SFAHEA
the code provision) and make recommendations to the Board on HEREBE) RMESFSHELHES -

the remuneration packages of the executive Directors only but not

senior management.

AUDITORS B S Em

Messrs. Deloitte Touche Tohmatsu have acted as auditors of the fEE) e WEMD @TANTT B AR AR ML A
Company since its incorporation. R —EHEEARDAIZEED o

A resolution will be submitted to the forthcoming annual general meeting ARARBREERRBEFASRZBEELE
to re-appoint Messrs. Deloitte Touche Tohmatsu as auditors of the EE) e WEMRA SETAITARR AIZEAD 2R
Company. EE

On behalf of the Board REEZE

Hui Sum Kwok TR

CHAIRMAN FARE

19th April, 2006 —ETAFMA+AA
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