v
-

i

- s
L 1]
- &
]

@@ n&ﬂt@#’ﬁ’&ﬁ]@ﬁ&?m

HOP FUNG GROUP HOLDINGS LIMIT

HOP FUNG GROUP

(Incorporated in the Cayman Islands with limited liability) '
(AMEHGEMRZIAHMRAE) Lt
Stock Code B3 {L55: 2320

Interim Report

PR &



HOP FUNG GROUP HOLDINGS LIMITED & 2 &£ EZ R H R A &
Interim Report 2007 —Z T F R HisR &

CONTENTS

B &

CONDENSED CONSOLIDATED INCOME STATEMENT 2
GLCE Sl €

CONDENSED CONSOLIDATED BALANCE SHEET 3

BRGEEEABR

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 5
HRRAERE R
CONDENSED CONSOLIDATED CASH FLOW STATEMENT 6

BRGEHEERER

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 7
BRAR & MRS R

MANAGEMENT DISCUSSION AND ANALYSIS 20
BEETW DM

DISCLOSURE OF INTERESTS 28
R NE

OTHER INFORMATION 41

H & #



HOP FUNG GROUP HOLDINGS LIMITED & 2 £ B =R AR A 7
Interim Report 2007 —Z T+ F i #iR &

The board of directors (the “Directors”) of Hop
Fung Group Holdings Limited (the “Company”) is
pleased to announce the unaudited condensed
consolidated results of the Company and its
subsidiaries (collectively referred to as the “Group”)
for the six months ended 30th June, 2007 together
with comparative figures for the corresponding

period in 2006 as follows:

CONDENSED CONSOLIDATED INCOME

STATEMENT

FOR THE SIX MONTHS ENDED 30TH JUNE, 2007

ERERMERBERAA ([AA
AEFEE ([EF]) MAEMA
ARREHEWBLAR (BB AE
B)BE-_ZEZTtFA=1+H
HERERZ REELEPERAE
E BRI ZEERNFRBAZEERE
FMT:

BE_ZRLFAA=THIXER

Six months ended
HEXA=+HLEAEA

30.6.2007 30.6.2006
—EEtF —ERTRE
Notes HK$'000 HK$'000
Bt & FERT FAET
(unaudited) (unaudited)
(RBER) (REEEZ)
Turnover %%%ﬁ 4 440,795 390,116
Cost of sales 58 & B AN (347,853) (310,127)
Gross profit EF 92,942 79,989
Other income HA e A 10,582 8,736
Distribution costs 588 (20,611) (18,190)
Administrative expenses THREX (21,943) (19,439)
Other expenses At 5 2 (11,102) (9,305)
Finance costs Bt 7 B AR (3,014) (4,732)
Change in fair value of HBBLEEATE
structured borrowing 2 2E 4,156 -
Changes in fair value of TELMIALTE
derivative financial 2 EE)
instruments 1,334 647
Profit before taxation % A0 ) E 5 52,344 37,706
Taxation B8 6 (1,004) (602)
Profit for the period HA A FI) B 51,340 37,104
Dividends % & 7 8,107 6,060
Earnings per share BRAT 8
— basic (HK cents) — 2R GBI 12.1 10
— diluted (HK cents) — 8% OB1) 11.9 9.8




HOP FUNG GROUP HOLDINGS LIMITED & 2 &£ EZ R H R A &
Interim Report 2007 —Z T F R HisR &

CONDENSED CONSOLIDATED BALANCE

SHEET
AT 30TH JUNE, 2007

HRARGEERER

R-ZFTLHFANA=TH

30.6.2007 31.12.2006
R-ZBBLHF RZTTRE
AA=tH +ZA=+—H
Notes HK$'000 HK$'000
i FER FET
(unaudited) (audited)
(REER) (feE%)
Non-current assets ERBEE
Property, plant and M -BE REE
equipment 9 387,540 348,596
Prepaid lease payments THFEREEN
on land use rights HEFIA 20,288 20,537
Prepayments under BENIRHEZ
processing arrangement B 50IA 2,087 2,118
Deposits paid for the EEDE BEX
acquisition of property, FEMHET S
plant and equipment 143,678 32,805
553,593 404,056
Current assets RBEE
Inventories ZER+ 99,549 79,450
Trade and other receivables Z 5 R HMEWRIE 10 137,698 119,035
Deposits and prepayments &4 kAN K 18,269 8,333
Prepaid lease payments T E TR
on land use rights HERRA 478 439
Prepayments under REMNILZHEZ
processing arrangement B RIE 61 61
Taxation recoverable AR B 118 = 42
Derivative financial TEERITA
instruments 846 9
Bank balances and cash RITEHER 2 128,325 231,605
385,226 438,974
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30.6.2007 31.12.2006
R=BRLE ROFTITAF
XA=tE +-A=t-H

Notes HK$'000 HK$'000
o: FERT FAET
(unaudited) (audited)
(REER) (BE%)
Current liabilities REBERE
Trade and other payables ~ E S R EMAENKE 11 77,341 84,824
Taxation payable JE T Hi18 19,389 18,475
Derivative financial TEeBMIA
instruments 4,143 4,640
Bank borrowings RITEE 12 91,638 65,611
Structured borrowing EERE 13 7,800 7,765
200,311 181,315
Net current assets RBEEFE 184,915 257,659
Total assets less current HBEERABEE
liabilities 738,508 661,715
Capital and reserves BRER #E
Share capital & A 14 42,390 42,390
Share premium and reserves B {7 /& {8 K & 1% 477,057 441,706
519,447 484,096
Non-current liabilities B =R
Bank borrowings RIEE 12 182,885 133,527
Structured borrowing LEEE 13 35,510 43,426
Deferred taxation EEFIA 666 666
219,061 177,619

738,508 661,715
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STATEMENT OF CHANGES IN EQUITY
FOR THE SIX MONTHS ENDED 30TH JUNE, 2007

Interim Report 2007 = EE -+ FH HRE

Share
Share Share Special Translation  options  Retained
capital premium  reserve  reserve  reserve profits Total
RE ROEE KARE EIRE BRERR RENA Az
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TEr  TAr  FERT  FEx TEr  FiEn FHEL
At 1st January, 2006 RZEE E-A-H 36,792 171,446 (107,444) 1,673 2,144 233,714 338,325
Exchange differences arising REZERERAE
on translation of foreign BNEBIERER
operations recognised
directly in equity - - - (142) - - (142)
Profit for the period B - - - - - 37,104 37,104
Exercise of share options e R 1563 16,757 - - - - 18320
Recognition of equity-settled ERRELEE
share based payments RAZAHZE - - - - 1,000 - 1,000
Final dividends paid BE-ZZRF
in respect of 2005 (Note 7) FERE (HiE7) - - - - - (15857)  (15,857)
At 30th June, 2006 RZZERERXA=1H 38,355 188,203  (107,444) 1,531 3,144 254961 378,750
At 1st January, 2007 RZZZ+E-A-H 42,390 262,303 (107,444) 4,197 2,555 280,095 484,096
Exchange differences arising REZERERAE
on translation of foreign BHEBCERZE
operations recognised
directly in equity - - - 3,180 - - 3,180
Profit for the period HEAE - - - - - 51340 51,340
Total recognised income HERAUNER
for the period - - - 3,180 - 51,340 54,520
Recognition of equity-settled BARELEE 2
share based payments RiAZAHZE - - - - 500 - 500
Final dividends paid BRZZEAE
in respect of 2006 (Note 7) RERE (H3E7) - - - - - (19,669  (19,669)
At 30th June, 2007 RZZTLERA=TH 42390 262,303 (107,444) 7,377 3055 311,766 519,447

Note: Special reserve represents the difference between
the costs of investments in subsidiaries of the
Company and the aggregate amount of the non-
voting deferred share capital of Fung Kong Hop
Fung Paper Ware Factory Limited and Gong Ming
Hop Fung Paper Ware Factory Limited and the
nominal value of the share capital of the subsidiaries
acquired as a result of the group reorganisation in

2003.

Mist: Rl REREA QB RHE AR
ZERERA BEMEAE L H DK
ERARE AP ERBHMAR
AAEREREERARER -
ZT=FRSEEAMKE W
BARZEAEEZ Z5-
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CONDENSED CONSOLIDATED HHEGEEERER
CASH FLOW STATEMENT
FOR THE SIX MONTHS ENDED 30TH JUNE, 2007 BE-_ZTT+tF X A=Z1+HIEAEAR

Six months ended

BEAA=Z+TRHLEAEA

30.6.2007 30.6.2006
—EEtH e A
HK$'000 HK$'000
TER FEL
(unaudited) (unaudited)
(RBER) (REER)
Net cash from operating RETHEEL
activities ReRHE 9,999 35,888
Investing activities REZH
Purchases of property, BEME.
plant and equipment 7 R 3% (53,609) (48,270)
Other investing cash flows EmEERERE (109,327) (13,147)
Net cash used in RETBERAZ
investing activities BeFE (162,936) (61,417)
Financing activities MEETH
New bank loans raised FIRITER 104,584 66,470
Repayment of bank loans BEBITEX (32,923) (81,058)
Dividends paid Bk S (19,669) (15,857)
Other financing cash flows EmEvRenE (5.515) 12,810
Net cash from (used in) METBELE (£A)
financing activities ZH&FHE 46,477 (17,635)
Net decrease in cash and ReRBLEHE
cash equivalents AR (106,460) (43,164)
Cash and cash equivalentsat HHIZ2HEER
beginning of the period BeZE@E 231,605 156,037
Effect of foreign exchange ExgnTE
rate changes 3,180 (142)
Cash and cash equivalentsat A ZB &R
end of the period Re%E 128,325 112,731
Analysis of the balances of ReRBLEEZ
cash and cash equivalents ERD
Bank balances and cash RITEBRIAS 128,325 112,731
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NOTES TO THE CONDENSED
CONSOLIDATED FINANCIAL
STATEMENTS

FOR THE SIX MONTHS ENDED 30TH JUNE, 2007

1.

GENERAL

The Company is an exempted company with
limited liability incorporated in the Cayman
Islands under the Companies Law, Cap. 22 (Law
3 of 1961, as consolidated and revised) of the
Cayman Islands and its shares are listed on The
Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). Its ultimate holding
company is Hop Fung Industries (Holdings)
Limited, a company incorporated in the British
Virgin Islands.

BASIS OF PREPARATION

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 (“HKAS") 34
“Interim Financial Reporting” issued by the
Hong Kong Institute of Certified Public
Accountants (the “HKICPA").

PRINCIPAL ACCOUNTING POLICIES

The unaudited condensed consolidated
financial statements have been prepared on the
historical cost basis except for certain financial
instruments, which are measured at fair values,
as appropriate.

The accounting policies used in the unaudited
condensed consolidated financial statements
are consistent with those followed in the
preparation of the Group’s annual financial
statements for the year ended 31st December,
2006.

AR
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R A AR & B 7 3R AR Y R

1.

BE-_TZTLEXA=THILEREA

—REH

RRARIRBHREESANE22
BERANVE (R —FFBIMRE
Bl 4R e RIEET) RAEHS
AR REREERAF:
HRONRBBMERSMBER
AE (THEAET]) e AR AR
ZEEERATRARRER
Z B 5 s it X 32 2 Hop Fung
Industries (Holdings) Limited

mREE

AREZERERFHRETS
REEEBAIHABER QA
(IBXm))EHLTRA
(TEmRA) k1628 A
BERERAEREEGITMAGH
H 2 BE G ER 345 [Hh
MBS | mmee

FTESHEE

AREZRERERYBRERTS
BRESLKRAERRE EETE
BT ARAFESIR (HEM)
B 5

FREEZE ARSI EREAT
AZEstlEX SAEEER
HE-_ZTEZXF+=-A=1+—
BLEtEEZ2EHBREAM
Az EEEERR-
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In the current period, the Group has applied,
for the first time, a number of new standards,
amendments and interpretations (hereinafter
collectively referred to as “new HKFRSs") issued
by the HKICPA that are effective for accounting
periods beginning on 1st January, 2007.

HKAS 1 (Amendment)
BB EFERIE15E (BETA)

HKFRS 7
BERMBERE RSB TR

HK (IFRIC)-INT 7

B (BRMHEREERE
ZBg) RERTH

HK (IFRIC)-INT 8
BE (BEMBRESLENZE
;z\a) ’%%#%8’?‘“

HK (IFRIC)-INT 9

B (ARMEREEAZRE
ZEg) REFMNM

HK (IFRIC)-INT 10

EF (BRYHRELENRRE
ZEg) -REF10%

7

SH

' Effective for annual periods beginning on or after !

1st January, 2007

2 Effective for annual periods beginning on or after 2

1st March, 2006

3 Effective for annual periods beginning on or after s

1st May, 2006

4 Effective for annual periods beginning on or after 4

1st June, 2006

5 Effective for annual periods beginning on or after

1st November, 2006

HiERERA A

EAME AEEERERZ
FHBEEGAMAGSRL ZH
ER AT R R (XARER
(%%%Wﬁﬁiﬁﬁﬂ'k
=R EE+E—A—H
%%Zaﬁ%%iﬁﬂ

Capital disclosures’

EABE

Financial instruments: Disclosures’
eRITHE: BEFE

Applying the restatement approach under HKAS 29

— Financial Reporting in Hyperinflationary Economies?
BiEFESERF9TNEBHBEWIR

RER 2T BREED T E?

Scope of HKFRS 23
EEMBREEAE

Reassessment of embedded derivatives*

MERNETETIR 2 EHaTME

Interim financial reporting and impairment®

HIE B s SR A

RZZEZ+F-A—HsiH*%
Fthz FEEMEER.
REZTERNF=-A—BzxER
Fihz FEBMBEM-
R-_ZEZEXFRA—H=5EE
MRz FEEMEER.
RZZEZEXFRA—H=5EE
Fthz FEEMEER.
RZZEERNF+—A—HxH
BB EFERBER.

I3
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The adoption of these new HKFRSs had no
material effect on how the financial statements
of the Group are prepared and presented for
the current or prior accounting periods.
Accordingly, no prior period adjustment has
been required.

The Group has not early applied the following
new standards, amendments or interpretations
that have been issued but are not yet effective.
The Directors of the Company anticipate that
the application of these standards, amendment
or interpretations will have no material impact
on how the results and the financial position of
the Group are prepared and presented
except for HKFRS 8. They have commenced
considering the potential impact of HKFRS 8 but
are not yet in a position to determine whether
HKFRS 8 would have a significant impact on
how its results and operations and financial
position are prepared and presented.

HKFRS 8
BEREMGHREERE8H

HK (IFRIC)-INT 11
B (BRMEREENRE
ZEg) —REFR

HK (IFRIC)-INT 12

W
maEnE

ZEg) -REFEI12%

! Effective for annual periods beginning on or after
1st January, 2009

2 Effective for annual periods beginning on or after
1st March, 2007

3 Effective for annual periods beginning on or after
1st January, 2008

Operating segments '

AR
Interim Report 2007 —Z T F R HisR &

RALEHELHEREED
RSB AR AT ST
MM BHRRZBEE 2577
WEEBANFE -F WEF 5
A EARE S & o

AEBEYEREFEATICHE
1B M R AR 2 F R ERT
HRE-REEMEREER
E8HEIN AN T EFTAHER
ZEER BITHRERTE
BAEE 2 ZERPBENE
WENEINEERTE-ES
EEEEEVBHRESERES
e BEFE BHREETE
BREMBRESERESRESR
R AR BN EE EE
R BIRR R RmE R 25773
EXBEBATE-

HKFRS 2 — Group and treasury share transactions ?
BETBRELRE 2R
—REREFERHRS?

Service concession arrangements 3
Bk (BRMBREENZRRE BB CERLH:

| R-ETAE—A—A%ik

ez FERBEER-

7 RZEELF=A-HEER
Faz FEHBER

R EENFE-A-HZHER
Fiaz FEHMER
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4 TURNOVER AND SEGMENT INFORMATION 4. EXERSBEHR
Turnover =]
Turnover represents the net amount received EEBDAHEEEERZE
and receivable for goods sold during the period. e Kz & Mo R IR S BB -
Segment information D EHEH
All of the Group’s turnover and contribution to REBMBEERREE R
operating profit are attributable to the BRI RERREEHEE
manufacturing and sales of paper-ware AEBEBIBEI% 2 EHEBRE
products and over 90% of the Group’s turnover ERMERMREEREARHS
and contribution to operating profit is ME ([FRE]) REEEEM
attributable to customers who have their ZEP AT EZY 5D
manufacturing base in the People’s Republic of o
China (the “PRC"). Accordingly, no segment
analysis is presented.
As at 31st December, 2006 and 30th June, RZEE /\¢Jr A=+—H”
2007, all the Group’s assets and liabilities are PR -_EZE+FA=+8H"
located in the PRC, including Hong Kong and rEEZEERBEHLRS
Macau. CBREAARRM-
5. PROFIT BEFORE TAXATION 5. BiAl A E
Six months ended
BERA=+HLEAEAR
30.6.2007 30.6.2006
—EEtE ZRTRE
HK$'000 HK$'000
TER FET
(unaudited) (unaudited)
(REER) (REBER)
Profit before taxation has B AT FLE T H R
been arrived at after (3t A) T3EE
charging (crediting): BiFH:
Amortisation on prepaid BAREREZ
lease payments B 216 177
Depreciation of property, mE-BER
plant and equipment BEWE 17,153 13,365
Interest income LM A (1,509) (1,166)
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6. TAXATION

AR
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6. BiE

Six months ended
BZAB=1+RLAMEA

30.6.2007 30.6.2006
“EEtE —ETRE
HK$'000 HK$'000
TERT FHEL
(unaudited) (unaudited)
(REER) (REER)
The charge comprises: MIEBE:
Current taxation BIEATR 18
Hong Kong Profits Tax BEEFNEGH 944 602
Other region in the PRC B E 3 & 60 -
1,004 602

Hong Kong Profits Tax is calculated at 17.5%
(2006: 17.5%) on the estimated assessable
profit for the period. Taxation arising in the PRC
is calculated at the rates prevailing in the PRC.

A portion of the Group's profits are earned by
the Macau subsidiaries of the Group
incorporated under the Macau SAR's Offshore
Law. Pursuant to the Macau SAR's Offshore
Law, such portion of profits are exempted from
Macau complimentary tax, which is currently at
12% of the profits. Further, in the opinion of
the directors, that portion of the Group's profit
is not at present subject to taxation in any other
jurisdiction in which the Group operates.

Pursuant to the relevant laws and regulations
in the PRC, the major operating PRC
subsidiaries of the Group are exempted from
PRC income tax for two years starting from the
first profit-making year, followed by a 50%
reduction in the income tax rate in the
following three years.

EB RS HIZ ARG EER
A E175% (Z B E N
17.5%) 2T ERFTE - E 2
IR Bz @A R

Ho
>t

AEEIDMBET A RER
OB PTR R 1T R B RO R AL
A S22 SR PT M 8 A R AT Bk
HR o 1R 508 P4 BII 17 BK & B =
R RE D MB AN R
FIEER (BRTIRMEZ12%
B b EER R BRIA
SEZBOMEBERBERNARNE
B EME Z B E M RERE
[ A BT IR -

RBEPEBBEEO LR K
SEETZEZE2TENB AR
B & EENFE R mEER
PERPEAEHR RER=F
BB R 50%FT 15 R

11
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7. DIVIDENDS

On 15th June, 2006 and 4th July, 2006, a
dividend of 4.17 HK cents per share, amounting
to approximately HK$15,857,000, was paid to
the shareholders as final dividend for the year
ended 31st December, 2005.

On 15th June, 2007, a dividend of 4.64 HK
cents per share, amounting to approximately
HK$19,669,000, was paid to the shareholders
as final dividend for the year ended 31st
December, 2006.

An interim dividend for the six months ended
30th June, 2007 of 1.68 HK cents per share,
amounting to approximately HK$8,107,000,
has been declared by the directors (six months
ended 30th June, 2006: 1.58 HK cents
per share, amounting to approximately
HK$6,060,000).

g

R-EEAEAATEARS
TEAELANA KRR
BRENRE-_SEHET =
A=t RLEERERES
B4.1738 1l - R 8 4 58 40
15,857,000/ 7T °

RZZEZELFANA+HA XK
ARMBRRERFBEEZZTZE R
F+ZA=1+—RHILFEXRH
i BB 4647l kB 2%
#4973#19,669,00058 7T

EFEERBE_TTLENA
=t+HIEANEAEHIKE
PHIRR B =R 1.688 1l Kk B
HEE4) /58,107,000 T (B =
ZEERFERNAZTHLIEARE
B E8R1.588 1l 28N A
6,060,0005 7T) °
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The calculation of the basic and diluted

. BREF

BRERREZRMNZRAT

earnings per share is based on the following g ATt E %
data:
Six months ended
BEAA=ZTHLAER
30.6.2007 30.6.2006
ZEEtLE ZETREF
HK$'000 HK$'000
TERT THET
(unaudited) (unaudited)
(RBER) (RiEEZ)
Earnings 2R
Profit for the period HA A1) 51,340 37,104
Number of shares BB EE
Weighted average number of st E B EXREF
shares for the purpose of Z g
basic earnings per share 423,898,000 372,799,238
Effect of dilutive potential BREABBE
shares in respect of BEROIwE
share options 8,335,409 6,360,501
Weighted average number of st B &R # &7
shares for the purpose of ik Rl
diluted earnings per share 432,233,409 379,159,739

13
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9. PROPERTY, PLANT AND EQUIPMENT 9. ME -BERKME
During the period, the Group spent HA - AEESRBERT
approximately HK$50 million and HK$6 million BUAREMHE BE MK
(for the year ended 31st December, 2006: % > 17 47 50,000,000% 7T &
approximately HK$48 million and HK$34 6,000,000 T (BIZ_ZTZ X
million) on construction in progress and other F+ZA=+—HBEFE &
property, plant and equipment respectively. 48,000,000/% 7T K& 34,000,000
BT °
Borrowing costs amounting to approximately © %849 53,000,000 7T 2 &
HK$3 million (for the year ended 31st BN (BHEZTTE A F+=
December, 2006: approximately HK$3 million) B=+—BH%E 493,000,000
was capitalised to property, plant and BIL)EERNMEABYME BER
equipment. B
10. TRADE AND OTHER RECEIVABLES 10. E 5 & H 1 & W 7O

The Group has a policy of allowing credit REEFTE-—EHBRE LT H
periods ranging from 5 — 150 days which may BESRPSEI50BEEE B
be extended to selected trade customers ANEREEEEFEAREE Y
depending on their trade volume and history of BZERBANRBRAERZ
settlement with the Group. EE 8-
An aged analysis of the trade receivables is as B 5 e W IE 2 BRE o T
follows: T

30.6.2007 31.12.2006

R-BELE  RoTTAF
AA=+HR +=ZA=+—8H

HK$'000 HK$'000

FERT FTAET

(unaudited) (audited)

(REER) (&%)

Current B &4 115,259 104,034

Overdue 1 to 30 days #EA1ZE30H 20,455 14,843

135,714 118,877

Other receivables Hib e A 1,984 158

137,698 119,035

The fair values of the Group’s trade and other REEREEANEBE S REM

receivables at the balance sheet date FEUWGRIE 2 A EEEEER
approximate their corresponding carrying EEMEE-

amounts.
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TRADE AND OTHER PAYABLES

MNEZRHEMEMNKE

An aged analysis of the trade payables is as BEENTBZER YW
follows: T:
30.6.2007 31.12.2006
R-ZBBLHF RZZEZTRE
AA=tH +ZA=+—H
HK$’000 HK$'000
TERT FHET
(unaudited) (audited)
(REER) (&%)
Current B & 38,299 46,369
Overdue 1 to 30 days #ME1ZE30H 6,202 6,251
Overdue 31 to 60 days #H31Z260H 160 107
Overdue for more than #@H60H A £
60 days 372 244
45,033 52,971
Other payables and B 5RE R
accrued charges EEt 2 32,308 31,853
77,341 84,824

The fair values of the Group's trade and other

AEBERNGEHEANE S REM

payables at the balance sheet date approximate FERFIE 2 A EEEEER
their corresponding carrying amounts. HEMRSE
BANK BORROWINGS 12.8THEE
30.6.2007 31.12.2006
R-ZEtH RZZTTREF
AB=+R +-A=1-H
HK$'000 HK$'000
THERT FAET
(unaudited) (audited)
(RBER) (BEZ)
Unsecured bank borrowings ERWETEE
comprise: BE:
Trust receipt loans ERABER 16,878 11,695
Bank loans RITER 257,645 187,443
274,523 199,138
The bank loans obtained by the Group were REBATERITERT AR B

used to finance the acquisition of property,
plant and equipment.

BLBEDE: H%& % o

15
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13. STRUCTURED BORROWING HBEE

30.6.2007 31.12.2006
R-ZBZtE RZTTREF
~NAB=+8 +=-—A=+—H
HK$'000 HK$'000
FTER FEL
(unaudited) (audited)
(REEZR) (&%)

Structured borrowing, EEBE 28R

classified as:

Current (Note) BOER (M 3E) 7,800 7,765
Non-current JEENEA 35,510 43,426
43,310 51,191

The structured borrowing contains embedded
derivatives which are not closely related to the
host contract, hence the entire combined
contract was designated as at fair value through
profit or loss upon initial recognition.

Note: The current portion represents the minimum
amount repayable to the bank within one
year.

The entire combined contract was measured
at fair value as estimated using discounted
cash flow analysis and the applicable yield curve
at each balance sheet date and change in its fair
value of HK$4,156,000 (six months ended 30th
June, 2006: nil) has been charged to the
unaudited condensed consolidated income
statement.
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14. SHARE CAPITAL 14. & 7K
Number Nominal
of shares value
43 2 B AfE
HK$'000
FET
Shares of HK$0.10 each FREEI10ET
a3
Authorised: EERA:
At 1st January, 2007 and RZTZ+F—A
30th June, 2007 —BRZZEZtHE
~NA=1+H 1,000,000,000 100,000
Issued and fully paid: BETRBRRE:
At 1st January, 2007 and R-ZZEZLF
30th June, 2007 —A—BRK
e 3
~NA=T1H 423,898,000 42,390
15. CAPITAL COMMITMENTS 15. 8 K& IE
30.6.2007 31.12.2006
R-ZEZtHE RZETREF
~A=tH +=ZA=+—H
HK$'000 HK$'000
FHERT FAET
(unaudited) (audited)
(RBER) (B&EZ)
Capital expenditure in respect B FJ#{ERR
of the acquisition of property, ~ FIB4R A& B %
plant and equipment BERERZ
contracted for but not ME -BE R
provided in the 2 W
condensed consolidated VNGRS
financial statements 203,667 232,340
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16. RELATED PARTY TRANSACTIONS 16.EEALTRS
(a) The Group has engaged Hop Fung (a) AEEERARAA—RE
(Australia) Pty Ltd, a company in which a EREFHRBERERZ
director of the Company has beneficial X AlHop Fung (Australia)
interest, as the Group’s purchase agent in Pty LtdB AN & B 1R M 2
Australia at an annual fee of HK$1 for the RIBRIEA UHEMmALSE
agency services rendered to the Group. R 2 R RE X T F

B1ETo

(b) Key management compensation: (b) TEEBEABMNE:

Six months ended
BZAB=1+RHLAKEA

30.6.2007 30.6.2006
—EEtE ZETREF
HK$'000 HK$'000
TER FET
(unaudited) (unaudited)
(REER) (REEEZ)
Salaries and other BN & A5 AR
short-term employee EERA
benefits 6,176 5,764
Post employment benefits 4% |- B2 F & 2 18 7 93 53
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17. CONTINGENT LIABILITIES

On 9th December, 2004, a tax audit was
commenced by the Hong Kong Inland Revenue
Department (the “IRD") on certain subsidiaries
of the Company, namely, Gong Ming Hop Fung
Paper Ware Factory Limited (“GMHF"), Fung
Kong Hop Fung Paper Ware Factory Limited and
Hop Fung (Overseas) Trading Limited (the
“Subsidiaries”), in respect of the years of
assessment 1998 / 1999 to 2003 / 2004. On
26th January, 2005, 5th January, 2006 and 2nd
June, 2006, whilst these cases are still under
investigation, the IRD issued protective
assessments for the years of assessment 1998
/1999, 1999 /2000 and 2000 /2001 to 2003/
2004 respectively to the above-mentioned
subsidiaries in order not to jeopardise the
assessment powers of the IRD which will be
time-barred after 6 years of assessment. In
addition, the IRD issued an additional
assessment to GMHF for the year of assessment
2004 / 2005 on 2nd June, 2006. Objections
have been filed against all these assessments
and, accordingly, no provision has been made
in the unaudited condensed consolidated
financial statements in respect of any potential
tax liabilities.

Subsequent to the lodgement of objections by
the Subsidiaries, tax reserve certificates of
HK$1,880,000 and banker's undertakings of
HK$13,197,000 as security for payment of the
taxes in dispute in respect of the assessments
for Gong Ming Hop Fung Paper Ware Factory
Limited and Fung Kong Hop Fung Paper Ware
Factory Limited, pending the outcome of the
tax audits and the objections, have been
purchased and arranged by the Group.

In the opinion of the Company’s directors, the
potential tax liabilities that may arise as a result
of the tax audits, if any, would not have any
significant effects on the unaudited condensed
consolidated financial statements of the Group.
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MANAGEMENT DISCUSSION AND
ANALYSIS

Business Review

In the period under review, Hop Fung Group
(hereafter “the Group” or “we"”) actively
developed our upstream paper manufacturing
business, and strived to expand our market share
in the downstream corrugated packaging business,
delivering strong growth in Mainland China
domestic sales in the period. The proportion of the
Group's sales going to Mainland China is on the rise
on the back of the buoyant domestic economy and
rising household income.

The Group's first corrugating medium production
line started production back in March 2006, and
satisfied approximately 40% of the Group’s
requirement for its key raw materials in the period
under review. This vertically integrated business
model largely offset the impact from raw materials
cost increases and supply instability. In addition,
utilization of upstream equipment rose from 70%
in the same period of last year to 100% in this
period, which allowed the Group’s gross and net
profits to improve.

In the period, the Group’s focus was on the
construction of the infrastructure needed for the
second phase of the Green Forest (QingXin) Paper
Industrial Limited (“Green Forest”), the upstream
kraft linerboard production plant. With the help of
the Group’s experience in building a corrugating
medium production line, the foundation works for
that plant have been completed, and assembly of
the production facilities started in May this year.
The Group expects production at this plant to
formally start in the first quarter of 2008. The plant
has total annual capacity of 200,000 tonnes, twice
the capacity of the Groups’ currently operating
corrugating medium production line.
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The Group has strived to produce high quality
corrugated cardboard packaging products, to
provide excellent quality and high value added
products as well as exceptional and timely service.
The Group improved its operating efficiency and
shipment workflows in the period, lifting sales
volume and equipment utilization. At the same
time, through purchasing advanced and highly
effective production equipment, enhancing
computerized production processes and effectively
distributed workload across our production lines,
we fully optimized our production lines and
maximized the positive impact from our vertically
integrated business model.

Financial Review
Operating results

For the six months ended 30th June, 2007, the
Group’s turnover was HK$440,795,000 and net
profit attributable to shareholders was
HK$51,340,000, representing an increase of 13%
and 38.4% respectively over the corresponding
period of last year. The basic earnings per share was
12.1 HK cents as compared to 10 HK cents for the
corresponding period of last year. The Directors had
declared the payment of an interim dividend of
1.68 HK cents per share (corresponding period in
2006: 1.58 HK cents per share).

The increases in turnover and net profit were mainly
resulted from rise in market share of corrugated
paper-ware products and full utilization of
corrugating medium production line.
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Turnover and Gross Profit

In the first half of 2007, turnover of the
Group increased approximately by 13% to
HK$440,795,000 (corresponding period in 2006:
HK$390,116,000). The increase was mainly
attributable to the expansion of the market share
of the corrugated cardboard packaging business
through increased operating efficiency. Besides,
the full utilization of the Group’s corrugating
medium production line and effective sales and cost
strategy had been stimulating the growth of the
sale of corrugating medium during the first half of
2007. On the other side, cost of sales increased by
12.2% which was due to rise in purchase and
consumption of direct materials and overhead costs
in order to cope with the full operation of the
corrugating medium production line. The
successful operation of self supply of the
corrugating medium led to significant cost saving,
resulting in growth in the Group’s overall gross
profit by 16.2% and improvement in gross profit
margin from 20.5% to 21.1%.

Distribution costs, Administrative and Other
expenses

In the first half of 2007, distribution costs
increased by 13.3% from HK$18,190,000 to
HK$20,611,000. It was due to rise in transportation
costs for delivering corrugating medium from
Qingyuan city to Dongguan city and Shenzhen city
for the Group’s production of paper-ware products.
Administrative expenses increased by 12.9% from
HK$19,439,000 to HK$21,943,000. The increase
was primarily attributable to staff costs arising from
full operation of corrugating medium production
line and increment in the overall salaries level of the
Group. Other expenses increased by 19.3% from
HK$9,305,000 to HK$11,102,000 which was due
to increase in full period depreciation charge for the
corrugating medium plant.
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Finance costs

Finance costs decreased by 36.3% from
HK$4,732,000 to HK$3,014,000. The fall was due
to repayment of bank loans in the first half of 2007.
Moreover, the Group had drawn down additional
bank loans to finance the second phase
construction of the kraft linerboard production line.
Accordingly, bank interests arising from those bank
loans were capitalized to the construction.

Changes in fair values of derivative financial
instruments and structured borrowing

Changes in fair values of derivative financial
instruments and structured borrowing were
recognized in the income statement for accounting
purpose only. They were non-cash in nature and
will be reversed to zero at maturity date.

During 2006 and the first half of 2007, the Group
had entered into certain forward exchange
contracts to minimize the exposure to foreign
exchange rate risk in acquiring the kraft linerboard
production line in RMB and in purchasing raw
materials in USD. The amount of HK$1,334,000
recognized in the income statements as change in
fair value was due to the reversal of the provision
made as at 31st December, 2006.

In the second half of 2006, the Group also entered
into a contract of structured borrowing with a bank
for a period of five years to finance its kraft
linerboard plant at a cheaper borrowing cost. The
contract was proved to be effective as no interest
was incurred last year and in the first half of 2007.
The amount of HK$4,156,000 recognized in the
income statements as change in fair value was due
to the reversal of the provision made as at 31st
December, 2006.
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Liquidity, financial and capital resources

The shareholders’ fund of the Group was HK$519.4
million as at 30th June, 2007 (31st December,
2006: HK$484.1 million). As at 30th June, 2007,
bank balances and cash decreased by HK$103.3
million to HK$128.3 million (31st December, 2006:
HK$231.6 million). In November 2006, the Group
received net proceeds of HK$77.7 million from the
placing of shares that led to large amount of cash
remained in the bank balances as at 31st
December, 2006. However, the cash was
subsequently invested in the Group’s capital
expenditures for kraft linerboard plant. Net current
assets and current ratio (current assets divided by
current liabilities) was HK$184.9 million (31st
December, 2006: HK$257.7 million) and 1.92 (31st
December, 2006: 2.42) respectively.

In the first half of 2007, the Group spent additional
HK$160 million deposits for the acquisition of kraft
linerboard production line and construction of the
plant. The construction of plant and dormitory and
installation of machinery were in progress. They
were financed by placing of shares and bank
borrowings.
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The Group generally generated internal cashflow
from its operations of corrugating medium plant
and corrugated paper-ware plants, using the funds
for financing its daily operations. The Group’s total
bank borrowings increased by HK$71.6 million
from HK$238 million to HK$309.6 million. Increase
in total bank borrowings (including trust receipt
loans, bank borrowings and structured borrowing)
comprised of short term and long term bank
borrowings’ increases by HK$26.1 million and
HK$45.6 million respectively. New bank
borrowings were mainly used for financing the
investment in kraft linerboard plant. The net
gearing ratio (measured by total bank borrowings
net of cash to equity attributable to shareholders)
was 34.9% (31st December, 2006: 1.3%). A higher
net gearing ratio was resulted from additional bank
loans raised for financing the construction of kraft
linerboard plant and acquisition of kraft linerboard
machinery. The Group’s financial position remains
strong and liquid. The Group has sufficient cash
and credit facilities to support its working capital
requirements and future investments.

Contingent Liabilities

Tax audit has been conducted by the Inland
Revenue Department in December 2004. The
Inland Revenue Department issued protective
assessments for the years of assessment 1998 /
1999 to 2004 / 2005 to certain subsidiaries of the
Group during the period. As the tax audit is still in
progress, in the opinion of the Directors, the
outcome and impact of this matter cannot be
determined with reasonable certainty at this stage.
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Prospects

Looking ahead to the second half of 2007, we will
dedicate our efforts towards building the Group'’s
first kraft linerboard production line, to ensure that
the line will start production on schedule. The
Group will also continue to expand our
downstream business to complement the
development of our upstream business, and move
towards a fully vertically integrated business model.
At the same time, the Group is aiming to expand
market share, effectively improve our sales and
marketing policy and grasp the enormous
opportunities available in the China domestic and
global corrugated cardboard industry.

With the launch of production of the kraft
linerboard line in the first quarter of 2008, plus
existing supplies of corrugating medium, the
Group's upstream production will be enough to
meet 100% of the Group’s requirements for key
raw materials. This self-sufficient business model
not only allows the Group to reduce its dependence
on externally acquired raw materials and reduce
production costs but also let the Group produce
raw materials based on customers’ exact
requirements, reduce wastage and improve product
quality.
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To take advantage of opportunities in the market
and complement our upstream business, the Group
plans to build its fourth downstream corrugated
cardboard packaging plant in Dongguan City,
which should be completed by the third quarter of
2008. This would increase the Group’s corrugated
packaging production capacity by 25%. The
Group's downstream cardboard packaging facilities
in Qingyuan, part of Green Forest, will also start
production in the fourth quarter of 2008, which
will accompany our expansion upstream. At the
same time, the Group is striving to improve internal
operations and production equipment, enhance
enterprise resource planning systems, in order to
raise capacity and produce a greater variety of
corrugated cardboard packaging products.

The Group’s current market share in Guangdong
province is approximately 5%. To cater to China’s
strong domestic demand and expand market share,
the Group is aggressively expanding its corrugated
cardboard packaging business, developing new
customers and seeking appropriate acquisition
targets. We aim to increase our market share to
10% in the next five years. The Group management
believes that, with an integrated business model,
the Group will be able to achieve satisfactory
results. Going forward, the Group will continue to
improve operating efficiency, raise our margins and
competitiveness, and deliver superior returns to our
shareholders.

AR
Interim Report 2007 —Z T F R HisR &

RMETSEERAES EHFER
MR SEIETSNREMEE
FORTHEBEMEERE &
ARZETNEFE=FRE-|E
B SR (B O FLAS 4 am 6 2= BE S 3 AN
25% ° MBI E T B ARELR
ETHEBHERBAEAR_-F
EN\FEOFRE KME—FN
BEIMR EFEBOES R
SETENBICARBEFRREE
R NECLEERREAZEER
BARRERREEREZ TR
R #me

ALEERERERENMHIG
EERNBS%  AIEREBRIH
NE B R RIEZIEATHHEN
BiE SERBEGERRLSEDN
¥% SRMBLHRABEMNIE
R WRERKRAEFAETIHG
BREAEI10% - EEERFE &
MEBAENEERA T SEBS
BHSAHENRRER - BERE:
SETENEERFA L ERD BER
LEBRFBEREFE SR
ABRRERELENAFER-

27



28

HOP FUNG GROUP HOLDINGS LIMITED & 2 &£ MiZ R B R D 7

Interim Report 2007 — T T F h HisR &

DISCLOSURE OF INTERESTS

Directors’ Interests in Shares, Underlying
Shares and Debentures

As at 30th June, 2007, 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 pursuant to the
Model Code for Securities Transactions by Directors
of Listed Companies, were as follows:

BEERRO-EHEROREFZE
=

RZZEZLFNA=Z+TH REBAR

NRARBEEFRBAEGD ([EFH
&/HHEMWUJ ) EBI2GCHEER
2B MR R LT AR
EEHTHAFARINEESTAE
MERRNBRBRAE EERE
F2HEANTRAR T & E
FE(EERFHFRBAERN) 2
i HEERDRESFPHEE 2
wRk/EKBWT

(a) Shares (a) K17
Approximate
percentage of
Company / Name of Number and issued share capital
Name of director associated corporation Capacity class of securities HERfT
3.2 KAE/REEEER 5% EEHERER RAGHEDL
Mr. Hui Sum Kwok Company Founder of a discretionary 252,000,000 shares 59.45%
ARERE LN trust / interest of Long position (Note 1)
controlled corporations 252,000,000 % 3
SEETELN/ £ (1)
REEEER
Mr. Hui Sum Kwok Company Beneficial owner 4,810,000 shares 1.13%
TRELE N EREBA Long position
4,810,000 (7
#eE
Mr. Hui Sum Kwok Company Interest of spouse 500,000 shares 0.12%
ThRELE NG| BEzEE Long position
500,000 it {3
fFa
Mr. Hui Sum Ping Company Founder of a discretionary 252,000,000 shares 59.45%
FRTEE N trust / interest of Long position (Note 1)
controlled corporations 252,000,000 f {7
SERTELN/ £ (1)
REEEREE
Mr. Hui Sum Ping Company Beneficial owner 3,236,000 shares 0.76%
FRTEE N EREBA Long position
3,236,000 & {7
H#eE
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Approximate
percentage of

Company / Name of Number and issued share capital
Name of director associated corporation Capacity class of securities HERT
£33 ROF/REEEEE g% EEHARER REBHEI L
Mr. Hui Sum Tai Company Interest of a controlled Nil (Note1) -
FRERE YN corporation & (M)
REEEEE
Mr. Hui Sum Tai Company Beneficial owner 3,926,000 shares 0.93%
FRREE NG| BERBEARA Long position
3,926,000 i 3
e
Mr. Wong Wing Por Company Founder of a discretionary Nil (Note 1) -
TRERE NG| trust / interest of & (M)
controlled corporations
2RETEALA/
REEEER
Mr. Wong Wing Por Company Beneficial owner 2,700,000 shares 0.64%
THRERE LN BERBEARA Long position
2,700,0008% i 3
e
Ms. Hui Yuen Li Company Beneficial owner 500,000 shares 0.12%
AT NG| ERBERA Long position
500,0008% & fn
e
Mr. Liu Kwok Fai, Alvan ~ Company Beneficial owner 250,000 shares 0.06%
BEBEE VNS EREEA Long position
250,008 & {7
e
Mr. Hui Sum Kwok Hop Fung Industries Founder of a discretionary 7,886 shares of US$0.01 each 78.86%
FREEE Limited trust / interest of Long position (Notes 1 and 2)
("Hop Fung Industries”) controlled corporations 7,886l BRAEB0.01ET
2EEXEIN/ 2R
REEEEE i (Ma1R2)
Mr. Hui Sum Ping Hop Fung Industries Founder of a discretionary 7,886 shares of US$0.01 each 78.86%
FHRTEE trust / interest of Long position (Notes 1 and 2)
controlled corporations 7,886/ BREE0.01% T
2EEFEIA/ 2Bt
REEEER e (1R
Mr. Hui Sum Tai Hop Fung Industries Beneficial owner 857 shares of US$0.01 each 8.57%
FRREE ERBEAA Long position (Notes 1 and 2)
87REREREOOETZRH
e (Ma1k2)
Mr. Wong Wing Por Hop Fung Industries Founder of a discretionary 1,257 shares of US$0.01 each 12.57%

IRREE

trust/ interest of a

controlled corporation
2EEREIA/

REEERS

Long position (Notes 1 and 2)
12578 RAE00IET

2B

#a (ME1R2)
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Approximate

percentage of
Company / Name of Number and issued share capital
Name of director associated corporation Capacity class of securities HERT
ESpg AT/ REEEER 5% BFEARER BREBNEDLL
Mr. Hui Sum Kwok Hop Fung Industries Beneficial owner / founder 5,000 shares of US$0.01 each 50%
FREEE (Holdings) Limited of a discretionary trust / Long position (Notes 1 and 3)
("Hop Fung Industries interest of a controlled 5,000 8 RAEOIET
BVI") corporation 2R in
ExBEEN/ e (Mar1R3)
2EEREIA/
REEERER
Mr. Hui Sum Ping Hop Fung Industries Beneficial owner / founder 5,000 shares of US$0.01 each 50%
FHRTEE BVI of a discretionary trust / Long position (Notes 1 and 3)
interest of a controlled 5,000 BREECOET
corporation 2Bk in
ERBAN/ & (M 1R3)
2HEES
R
Mr. Hui Sum Kwok Gong Ming Hop Fung Interest of controlled 3,000,000 non-voting 100%
FRELE Paper Ware Factory corporations / short deferred shares of
Limited position of controlled HK$1 each
("Hop Fung GM") corporations Long and short positions
ARAELRE XREmEs/ (Notes 1 and 4)
ARATF REEERE 3,000,000/ FHEE
(T6E8RH]) BT ERERELR
HERKE (MiE1R4)
Mr. Hui Sum Ping Hop Fung GM Founder of a discretionary 3,000,000 non-voting 100%
FHRTEE AENH trust / interest of controlled  deferred shares of
corporations / short HK$1 each
position of controlled Long and short positions
corporations (Notes 1 and 4)
2REFEIN/ 3,000,000 B E &
R / VB EREEETR
FREEKE e RAR (ME1Rka)
Mr. Hui Sum Tai Hop Fung GM Interest of a controlled Nil (Notes 1 and 4) -
ARFRE AENH corporation / short & (1R
position of a controlled
corporation
XntEEE/
REEERE
Mr. Wong Wing Por Hop Fung GM Interest of a controlled Nil (Notes 1 and 4) -
TEREE ALRH corporation / short & (M1 R4)

30
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Approximate
percentage of

Company / Name of Number and issued share capital
Name of director associated corporation Capacity class of securities HERT
£33 KAE/HBEEELR 5% BEUEBRER REBHED L
Mr. Hui Sum Kwok Fung Kong Hop Fung Interest of controlled 3,000,000 non-voting 100%
FRELE Paper Ware Factory corporations / short deferred shares of
Limited position of controlled HK$1 each
("Hop Fung FG") corporations Long and short positions
BEALERE REEEER/ (Notes 1,4 and 5)
ARAT REEERR 3,000,000% S K &
(TRgEH]) BT BEREEEER
8 Rke (s - 4R5)
Mr. Hui Sum Ping Hop Fung FG Founder of a discretionary 3,000,000 non-voting 100%
FRTEE RERE trust / interest of controlled  deferred shares of
corporations / short HK$1 each
position of controlled Long and short positions
corporations (Notes 1, 4 and 5)
RRETAIA/ 3,000,000 R EE
S3LY BT ERERELR
HERKE (M 4R5)
Mr. Hui Sum Tai Hop Fung FG Interest of a controlled Nil (Notes 1, 4 and 5) -
FRERE AEERE corporation / short & (21~ 4R5)
position of a controlled
corporation
RiEEBEER/
REEENE
Mr. Wong Wing Por Hop Fung FG Interest of a controlled Nil (Notes 1,4 and 5) -
ITREEE AEEH corporation / short & (51 4R5)
position of a controlled
corporation
RErERE/
REEENRR
Mr. Hui Sum Kwok Applewood Forest Founder of a discretionary 1 share of US$1 100%
TREEE Limited trust Long position
2EETETA (Notes 1 and 6)
1REBIETZ KR
& (M1R6)
Mr. Hui Sum Kwok Profit Luck Limited Founder of a discretionary 100 shares of HK§1 100%
ARERE MEERAR trust Long position

REEFELA

(Notes 1, 6.and 7)
100k BRER

1B kH

& (a1 6R7)
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Notes:

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. Hui Sum Tai respectively.

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 Mr. Hui Sum Kwok and the discretionary
objects of which include family members of Mr. 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 Mr. Hui Sum Ping and
the discretionary objects of which include family
members of Mr. Hui Sum Ping. Accordingly, each of
Mr. Hui Sum Kwok and Mr. 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 Mr. Wong Wing Por and the
discretionary objects of which include family members
of Mr. Wong Wing Por.

GEE

#%252,000,0000% A% 3 1 Hop Fung
Industries# A& °Hop Fung Industries
B 17T’ A5 3 B Hop Fung
Industries BVI » Delight Ocean
Limited ( [ Delight] ) R#F T &L 4
#EH78.86% * 12.57%%8.57% °

Hop Fung Industries BVIZ B
BITIREAD B BATHRBE L E
& F % £ - Fullwood Holdings
Limited ( [Fullwood | ) X Goldspeed
Holdings Limited ( [ Goldspeed] ) #
F11.81%  11.81% * 38.19% &
38.19% ° FullwoodM Pinecity
Investments Limited ( [ Pinecity] ) &
& ¥ A& M Pinecityl HSBC
International Trustee Limited
(THSBCJ) LAHui & Wong 2004
Family TrustRsEAZ D 2 E ¥
FoZiastR—H2ERFET H
Bl ARATRBEELE 2REE
HERBEETRBEEEZRIE
BX 8 ° Goldspeed Goldkeen
Assets Management Limited
(T Goldkeen] ) 2 & A M
GoldkeenH# HSBCLEA HSP 2004
Family Trust2stAZ B D2 &
BoZfErtR—E2EER HAlx
ARHARTEE 2RETEHRE
BHRFEEREZREKE Bt 1R
BEHFRBAEGMN FRELER
FRTEESERERER Z
252,000,0000% f% {5 2 # % ©

Delight H Richfaith Assets
Management Limited
( 'Richfaith]l ) 2 &8 # A - M
Richfaithf HSBC A Wong's 2004
Family TrustX sEA 2 D2 & ¥
BeofrtR—H2REET HAlZ
ARIRRKEE 2RETEHRE
BIRKREEZREKE -
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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. Hui Sum Tai 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 BVl is a holding company of Hop
Fung Industries 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. Hui Sum Tai respectively.

R E
&

L=
TLFH R

Interim Report 2007

Hop Fung Industries Jh K A &) 2 22
i~ a) - FE LR R B 5 K B 1R
B 7~ R 2 M H % B e Hop Fung
Industriesz 2 & 2 BT R KA
1003 7T * 4 4 10,0000k & ik @
E0.01%€ 7L 2 &1 5 Bl HHop
Fung Industries BVI + Delight & #F 7%
R EHAT,886 0 1,257 857fRe
BIRE F R GGG FF AR 5 &
RARTF LR AHE A Hop
Fung Industries 7,886/ & X H &
0.01ETKRH = MERKE
4 B # R &/ % B Hop Fung
Industries 1,257 & IR EE0.013%
TRt 2 #E e

Hop Fung Industries BVIJ3Hop Fung
IndustriesZ 5 A& 22 7] - B AR 5 &
FREE GO BARR T 2 A

& - Hop Fung Industries BVIZ & B
ERTRARBIOOET DA
10,000 F B EE0.01E T2 K&
AR AFRELE FRTEE
4 ~ Fullwood % Goldspeedf# &
1,181 1,181 » 3,819 3,819k~ 1R
BEFRBEHRN FRELER
HARTEREREARSERAERES
Hop Fung Industries BVIA 5,000
REREEOIEITLRMN ZEE-

AERNEADNARRZHBAR A
I ARIR B R EAE K- B AR A
ZHREEE AE NP ZEHER
TR 75 43,000,100 7T 9 A& 100
BRER@DE IS T TER
13,000,000 & R EE 18 T2 &
% = IR AE % - 5%23,000,000/% & A%
HEIBTIZALZAPERZRE
ERHELER (HH) BRAR
([EE2EEEE)) BExEE ME
LEBEEFER DR A Hop Fung
Holdings Limited ( [ Hop Fung
Holdings (BVI)] ) ~ £ & £ R &F
HREEEHBETS86%  12.57%
J8.57% o
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The issued share capital of Hop Fung Holdings (BVI)
isowned 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.

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 FG.

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.

Hop Fung Holdings (BV)Z B % 17
BRASBIRFRELE - FHRTE
4 R Goldspeed#EB50% * 11.81%
:38.19% - 1REFF R BAE KO-
HRBEERTRFLERE RS
A4 L /A8E3,000,0000% F A% EE1
BB ERETER 2 ES-

REAMAZZEZT=FNATAA
ZIERERE cYEEBAERA
REARMARRARZZEWME 2T
Hop Fung Group Company Limited
([Hop Fung Group (BVI)]) & [\ &
& LA B 1 %88 § 3,000,0000% &
BREE1ETZ2EEARERER
RIERR - E Lt REBEESF LB E K
Bl FFARB S E RARTEAEHE
BRREBRBBERERIEMRHE
MRS R 2 R 2 KB -

AEBEMIARRZHBAR
LR BE S LR K BARQ R
2B EE - AEBEMzEHE R
177K 43,000,100 7T 9 A 100
BEBREBEIELZEBRE
3,000,000 F R EE 178 T2 B
Z= R ST A% © 5% 3,000,0000% & I E
BEIELZALRHERERER
REGLEEBAEEMA R
FBHERBEE FRELERF
HRFEEHWR AEEHE 3,000,000
BEREEISTZALEBEEER
ERETER zEE-

REBSHE-_ZTZT=FNAT+IA
CHERERE ALEEBERE
K % A A Hop Fung Group (BV)#
HREAR#E - LA B 1 588 E3,000,000
REREEISTZALYBEMER
SRIEER At RIBFHFRBAE
G0 HRBEEERFRFELELEY
WG A AR IR S AR 2R AT AR
BRES R ZHBROZ AR
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6. 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.

7. 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.

(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”
below.

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 30th June, 2007.

AR
Interim Report 2007 —Z T F R HisR &

6. Applewood Forest Limited
([ Applewood] ) Ji 7 3 /& Bz 22 B¥
S AL 2 A R e Applewood 2
E2HEBHTRARIET BEFE 1K
HEIZTZRD ZRBKH A
HSBCLA Hui & Wong 2004 Family
Trust2sEAZ S D HER - IRIBEFF
T B E 1% 5 - Applewood/& AN A A)
ZAEEEE R BE S REE G
FFAR B SR E AR R B R HSBC LA
Hui & Wong 2004 Family Trusts &
ANEDHEE Z Applewood 1A% EIE
1= TR 2 R e

7. MEAERAR([FFE]) DREH
HEMKRZ AR FIRZ2HE R
TR AR100 7T 95 & 1008k B 1%
EE1ET 2K BHHSBCE B E
2= & Mf B X 7 Applewoodfd #
A ° Applewood 7 5 5 & 7 £ S
FE6e

(b) IR 1

EERmEZIHEALRAE
NEBREZ ESFBERARNT
X [fERchE] — &

B EXWBEEN R _EELFR
A=1H BEFERREZBHEAL
NN B e S EI R 2N b
ZAERB D  HERD R ESTHE
BEMERIAE-
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Substantial Shareholders

As at 30th June, 2007, the register of substantial RZZTZE
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:

FERR

+ERNA=Z+H ARQF]
RIEFS RHAERANEIZIRETR
ZEERRAMBER UTRERED
MEARNRBEERBARAAREE
TRAZEBEERRAE:

Approximate

percentage
Number of of issued
issued shares held share capital
Name of shareholder Capacity BEERMT Note(s) HeEgTRe
RR2B/ 2 g% RB#E ik BoEI
Hop Fung Industries Beneficial owner 252,000,000 1 59.45%
BEaEEA
Hop Fung Industries BVI Interest of a controlled corporation 252,000,000 1,2 59.45%
R iERES
Fullwood Interest of controlled corporations 252,000,000 1,2,3,4 59.45%
R iERES
Pinecity Interest of controlled corporations 252,000,000 1,2,3,4 59.45%
RiERES
Goldspeed Interest of controlled corporations 252,000,000 1,2,3,5 59.45%
RiERES
Goldkeen Interest of controlled corporations 252,000,000 1,2,3,5 59.45%
RiERES
HSBC Trustee of discretionary trust / interest 252,000,000 1,2,3,4,5 59.45%
of controlled corporations
PREARFA/REEEER
Mr. Hui Sum Kwok Beneficial owner / founder of a 257,310,000 1,2,3,4,6 60.70%

FRELLE

36
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Approximate

percentage
Number of of issued
issued shares held share capital
Name of shareholder Capacity BECRMT Note(s) HegTRe
BRREB/ /8 &9 RHEA (i BAEI
Mr. Hui Sum Ping Beneficial owner / founder of a 255,236,000 1,2,3,57 60.21%
FARTEE discretionary trust / interest of
controlled corporations
ERBEA/2RETEAIA/
REEEER
Montpelier Asset Investment manager 26,798,000 - 6.32%
Management Limited REKRE
Value Partners Limited Investment manager 24,826,000 8 5.86%
EEESEENRA RAKRE
Notes: B 7 -

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 and Mr. Hui Sum Tai
respectively and Hop Fung Industries BVI is deemed
to be interested in the 252,000,000 shares under the
SFO.

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.

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.

#252,000,000% % 13 B3 Hop Fung
Industries# A& °

Hop Fung IndustriesZ B 3 17 J& A
B Hop Fung Industries BVI + Delight
REHFRFEEDFIEFT8.86%
12.57% %8.57% * MIRIEE % & H
E & Hop Fung Industries BVI4
1R R ¥EB 5%252,000,0008 i 17 2

Hop Fung Industries BVIZ B %
TIRAD IR FRE L L FRT
% % « Fullwood & Goldspeed# B
11.81% > 11.81% * 38.19% &
38.19% °

Fullwoodz 2 # 2 B 7 IR KA &
HSBCIE & H 100% % # &
Pinecity LA Hui & Wong 2004 Family
Trust2FEAZ 5 2 R A Hui &
Wong 2004 Family TrustJ3 —IE &
RS HAIZ ARFTARBELE M
2REMHREEIARBEEEZR
BB R RIBEEFRBAERK
1l » Fullwood ~ Pinecity ~ HSBC & &F
RBEEEZREREREE Z
252,000,000 A ) 2 #E %5 ©
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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. Of 257,310,000 shares, Ms. Wong Mui is directly
interested in 500,000 shares in the Company and is
deemed to be interested in 256,810,000 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
255,236,000 shares under the SFO as she is the
spouse of Mr. Hui Sum Ping, a director of the
Company.

8. Mr. Cheah Cheng Hye is deemed to be interested in
24,826,000 shares in the Company as he beneficially
owns 35.65% of Value Partners Limited.

Other than as disclosed above, the Company had
not been notified of any other relevant interests or
short positions in the issued share capital of the
Company as at 30th June, 2007.

Share Options

The Company's share option scheme (“the
Scheme”) was adopted pursuant to a resolution
passed on 4th September, 2003 for the primary
purpose of providing incentives or rewards to
selected participants for their contribution to the
Group. The Scheme will expire on 3rd September,
2013.

5. Goldspeedz 2 E & TRAH
HSBCiE i@ H 100% % 1% /&
GoldkeenAHSP 2004 Family Trust
ZEFEANT 5 EEFFA - HSP 2004
Family TrustTh—IE 257 &8l
YARBTRTEE MERETY
RBEEARTEEZREKE -
it - BRBEEFRBEKA-
Goldspeed * Goldkeen * HSBC & #F
RITEESEHRBRAREESZ
252,000,000f& & {5 = # %5

6. 257,310,000+ Ei 2+
B ¥ 8 A2Q7]500,0008% 5% 15 4
X URHARBEAERARESRHH
BEEZREB REEFRBER
B - ;ﬁﬁﬁi%ﬂiﬁﬁ‘z%ﬁﬁﬁ
256,810,000/ & 15 Z #E %5 -

7. BREEHFRBEEL BREEE
REABRARREETHRFRECR
B ERELITHRARE X
255,236,000/% B (5 2 #E & ©

8. #HEBLERREEZHERER
& EIE QA 235.65% R A
B AN A F)24,826,0008% B& 15 2 #E

250
fm

BREXEEEN R_FTLFRX
A=1TB AREAEEBEMHE
ﬁﬁ)\if?\zﬁ/ TE?’ETTHXZJSEP%E
BHBEESIRE

B

BER-_ZEE=FHLANARAR
ZORFHE RQRE EME R R
Bl ([zZsr8l)) TEBEHAMIE
/A%&%ﬁhﬁlx%@&ﬁ
=Y TK%lﬁﬁZa@s@+
hﬁ —ZFNA=ZBE®-
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The following table discloses movements in the
Company’s share options during the period:

Outstanding

TREBARTDBBERBAZ
28

Outstanding

at beginning Granted  Exercised Cancelled  atend of
Exercisable of the period during during during  the period
Category Option type Date of grant price #4 theperiod the period the period LS
B BREER RYERE  EE HARTE  HRRYE  HATE  BREE EROE
(Note 1) HK$
(G B
Directors
&
Mr. Hui Sum Kwok (Note 2) B 29.7.2004 1.330 450,000 - - - 450,000
SPRE S (W) C 4.11.2004 1.104 2,250,000 - - - 2,250,000
D 29.5.2007 2.640 - 1,893,000 - - 1,893,000
Mr. Hui Sum Ping B 29.7.2004 1.330 950,000 - - - 950,000
FRTRE C 4.11.2004 1.104 2,250,000 - - - 2,250,000
D 29.5.2007 2.640 - 1,893,000 - - 1,893,000
Mr. Hui Sum Tai B 29.7.2004 1.330 70,000 - - - 70,000
FRREE C 4.11.2004 1.104 2,250,000 - - - 2,250,000
D 29.5.2007 2.640 - 3,678,360 - - 3,678,360
Mr. Wong Wing Por B 29.7.2004 1.330 970,000 - - - 970,000
TEEEE C 4.11.2004 1.104 2,250,000 - - - 2,250,000
D 29.5.2007 2.640 - 1,500,000 - - 1,500,000
Ms. Hui Yuen Li B 29.7.2004 1.330 3,170,000 - - - 3,170,000
FRATL D 29.5.2007 2.640 - 1,100,000 - - 1,100,000
Mr. Liu Kwok Fai, Alvan D 29.5.2007 2.640 - 120,000 - - 120,000
Mr. Chee Man Sang, Eric D 29.5.2007 2.640 - 120,000 - - 120,000
BREKE
Mr. Wong Chu Leung D 29.5.2007 2.640 - 120,000 - - 120,000
BRRE
14,610,000 10,424,360 - - 25,034,360
Other employees B 29.7.2004 1.330 2,016,000 - - - 2,016,000
EhES D 29.5.2007 2.640 - 7,950,000 - - 7,950,000
2,016,000 7,950,000 - - 9,966,000
Total all categories
2HEA B 16,626,000 18,374,360 - - 35,000,360

39



40

HOP FUNG GROUP HOLDINGS LIMITED & 2 &£ MiZ R B R D 7
Interim Report 2007 — T T F h HisR &

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

GEE

1. REBEREZGBEHHEENETR
1 B G R I 158 0 o AN ) AR
FEETRERESEAZARAT
TTEMTRES 2 EAE:

as follows:
Option type B Option type C Option type D Maximum % of share options exercisable
B RE CEBERRE DERRE TIRBERECREED L
1.1.2005 - 31.12.2005 1.3.2005-28.2.2006  1.3.2008 - 28.2.2009  up t0 50%
&= A E50%

1.1.2006 - 31.12.2006 1.3.2006 - 28.2.2007  1.3.2009 - 28.2.2010

1.1.2007 - 31.12.2007 1.3.2007 -29.2.2008  1.3.2010-28.2.2011

2. Out of the 1,893,000 share options granted, Mr. Hui
Sum Kwok was directly interested in 1,393,000 share
options and was deemed to be interested in 500,000
share options owned by Ms. Wong Mui, who is the
spouse of Mr. Hui Sum Kwok and a member of the
senior management of the Group.

The weighted average closing price of the
Company’'s shares on the five trading days
immediately before the dates on which the options
were exercised was HK$2.60 per share.

At 30th June, 2007, the number of shares in respect
of which options had been granted and remained
outstanding under the Scheme was 35,000,360,
representing approximately 8.26% of the shares of
the Company in issue at that date.

up to 75% (to the extent not already exercised)
BEETS% (AT EEBR)
up to 100% (to the extent not already exercised)

REAEI00% (MERTESEBR

2. REHH 2 1,893,0001D B R EH -
FFFR B 50 A2 1,393,00019 B AR
PREEEED UREANEE
Z+ (FHREEEZEBRAER
‘Ei&ﬁfﬁﬁﬁké) # 4 2.500,000

MERER T EER-

ARABBRMORERITEBRER
HA A AR %A 2 it F R
BEREkR2.608T-

MR-ZEZLENA=ZTH BEZ
ﬁ%ﬂ&tﬂ i AR IT BRI &
Z B8 B A35,000,3600% 4914
AAEE BB BITRNS.26% °
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OTHER INFORMATION

Interim Dividend and Closure of Register of
Members

The Directors had declared an interim dividend of
1.68 HK cents per share for the six months ended
30th June, 2007 (corresponding period in 2006:
1.58 HK cents per share) to be payable on or about
12th October, 2007 to those shareholders whose
names appear on the register of members of the
Company on 5th October, 2007.

The register of members of the Company will be
closed from 3rd October, 2007 to 5th October,
2007, both dates inclusive, during which period no
transfer of shares will be effected. In order to
qualify for the interim dividend, all completed
transfer forms together with relevant share
certificates must be lodged with the Company’s
branch share registrar and transfer agent in Hong
Kong, Tricor Abacus Limited, 26th Floor, Tesbury
Centre, 28 Queen’s Road East, Hong Kong for
registration no later than 4:00 p.m. on 2nd
October, 2007.

Human Resources

As at 30th June, 2007, the Group and the
processing factories employed a total workforce of
around 1,500 full time staff (31st December, 2006:
1,400). The increase was mainly attributable to our
continuous business growth and upstream
production. Competitive remuneration packages
were offered to employees. The Group may also
grant share options and discretionary bonuses to
eligible employees based on the performance of
the Group and individuals.
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Purchase, Sale or Redemption of Shares

During the six months ended 30th June, 2007,
neither the Company nor any of its subsidiaries had
purchased, redeemed or sold any of the Company’s
listed securities on the Stock Exchange.

Audit Committee

The Audit Committee comprises three independent
non-executive directors namely, Mr. Liu Kwok Fai,
Alvan (Chairman), Mr. Chee Man Sang, Eric and
Mr. Wong Chu Leung. The audit committee has
reviewed with the management the unaudited
condensed consolidated financial statements of the
Group for the six months ended 30th June, 2007
and has discussed auditing, internal control, the
accounting principles and practices adopted by the
Group.

Compliance with Code on Corporate
Governance Practices

The Company has complied with the code
provisions set out in the Code on Corporate
Governance Practices as set out in Appendix 14 of
the Listing Rules on the Stock Exchange, during the
six months ended 30th June, 2007, except with the
following deviations:

Code Provision A.2.1

e 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.

BE-HEREE KRG
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There is no written terms on division of
responsibilities between the chairman and the
chief executive officer. The Directors consider
that the responsibilities of the chairman and
chief executive officer respectively are clear and
distinctive and hence written terms thereof are
not necessary.

Code Provision A.4.2

Code Provision A.4.2 stipulates that all
Directors appointed to fill a casual vacancy
should be subject to election by shareholders
at the first general meeting after their
appointment.

In accordance with the Company’s Articles of
Association, Directors appointed to fill a casual
vacancy are subject to re-election at next
annual general meeting.

Code Provision B.1.3

A major deviation from the Code Provision
B.1.3 is that the Remuneration Committee
of the Company reviews and makes
recommendations to the Directors on the
remuneration packages of the Executive
Directors only but not senior management.

Currently, the remuneration of senior
management is attended by the Chairman and
/ or Chief Executive Officer of the Company.
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Model Code for Securities Transactions

The Company has adopted its own code of conduct
for securities transactions by Directors (the “Own
Code"”) on terms no less exacting than the required
standard set out in the Model Code for Securities
Transactions by Directors of Listed Issuers as set out
in Appendix 10 to the Listing Rules. Having made
specific enquiry of all directors of the Company, all
directors have confirmed that they had complied
with the Own Code throughout the six months
ended 30th June, 2007.

Appreciation

The Directors would like to take this opportunity
to express our sincere thanks to our shareholders
and all other associates for their supports and to
our staff for their commitment and diligence during
the period.

By Order of the Board
HUI Sum Kwok
Chairman

Hong Kong, 14th September, 2007

Board of Directors:
Executive Directors

Mr. Hui Sum Kwok
Mr. Hui Sum Ping
Mr. Hui Sum Tai

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
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