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INTERIM RESULTS

The board of directors (the “Board”) of

Huafeng Group Holdings L imi ted ( the

“Company”) is pleased to announce the

unaudited condensed consolidated results of

the Company and i ts subsidiar ies (the

“Group”) for the six months ended 31 March

2009 (the “Period”). The interim results for

the Period are unaudited, but have been

reviewed by the audit committee of the

Company (the “Audit Committee”) and RSM

Nelson Wheeler, the auditor of the Company,

in accordance with International Standard on

Review Engagements 2410 “Review of Interim

Financial Information Performed by the

Independent Auditor of the Entity”.

2410
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INDEPENDENT REVIEW REPORT

TO THE BOARD OF DIRECTORS OF
HUAFENG GROUP HOLDINGS LIMITED
(Incorporated in the Cayman Islands with
limited liability)

INTRODUCTION
We have reviewed the interim financial
information set out on pages 8 to 23 which
comprises the condensed consol idated
balance sheet of Huafeng Group Holdings
Limited (“the Company”) as at 31 March 2009
and the related condensed consolidated
income statement, condensed consolidated
statement of changes in equity and condensed
consolidated cash flow statement for the six-
month period then ended, and a summary of
significant accounting policies and other
explanatory notes. The Rules Governing the
Listing of Securities on The Stock Exchange of
Hong Kong Limited require the preparation of
a report on interim financial information to be
in compliance with the relevant provisions
thereof and International Accounting Standard
34 “Interim Financial Reporting” (“IAS 34”)
issued by the International Accounting
Standards Board. The directors are responsible
for the preparation and presentation of this
interim financial information in accordance with
IAS 34. Our responsibility is to express a
conclusion on this interim financial information
based on our review and to report our conclusion
solely to you, as a body, in accordance with our
agreed terms of engagement, and for no other
purpose. We do not assume responsibility
towards or accept liability to any other person
for the contents of this report.

8
23

34
34
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INDEPENDENT REVIEW REPORT

SCOPE OF REVIEW

We conducted our review in accordance with

International Standard on Review Engagements

2410 “Review of Interim Financial Information

Performed by the Independent Auditor of the

Entity” issued by the International Federation of

Accountants. A review of interim financial

information consists of making inquires, primarily

of persons responsible for financial and

accounting matters, and applying analytical and

other review procedures. A review is substantially

less in scope than an audit conducted in

accordance with International Standards on

Auditing and consequently does not enable us

to obtain assurance that we would become aware

of all significant matters that might be identified

in an audit. Accordingly, we do not express an

audit opinion.

CONCLUSION

Based on our review, nothing has come to our

attention that causes us to believe that the

interim financial information is not prepared, in

all material respects, in accordance with IAS 34.

RSM Nelson Wheeler

Certified Public Accountants

Hong Kong

23 June 2009

2410

34
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CONDENSED CONSOLIDATED INCOME STATEMENT

For the six months ended 31 March 2009

Six months ended
31 March

2009 2008

HK$’000 HK$’000

Note (unaudited) (unaudited)

TURNOVER 3 325,059 380,398

Cost of services provided
and cost of sales (237,941) (285,898)

Gross profit 87,118 94,500

Other income 4 81,904 6,467
Selling and distribution expenses (10,255) (10,586)
Administrative expenses (28,543) (19,421)
Other operating expenses (1,702) (14)

PROFIT FROM OPERATIONS 128,522 70,946

Finance costs 5 (7,956) (12,445)

PROFIT BEFORE TAX 120,566 58,501

Income tax expense 6 (3,072) (1,681)

PROFIT FOR THE PERIOD 7 117,494 56,820

Attributable to:
Equity holders of the Company 117,467 56,785
Minority interests 27 35

117,494 56,820

DIVIDENDS 8 6,198 19,183

EARNINGS PER SHARE 9

Basic HK9.5 cents HK5.0 cents 

Diluted HK9.4 cents HK4.9 cents 
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CONDENSED CONSOLIDATED BALANCE SHEET

At 31 March 2009

31 March 30 September
2009 2008

HK$’000 HK$’000

Note (unaudited) (audited)

NON-CURRENT ASSETS

Property, plant and equipment 10 694,984 665,846
Prepaid land lease payments 62,170 62,480
Investment properties 44,304 44,304
Intangible assets 40,060 40,627
Available-for-sale financial assets 3,584 3,584
Deposits paid for acquisition

of long-term assets 72,622 72,622

917,724 889,463
CURRENT ASSETS

Inventories 86,187 91,021
Trade receivables 11 153,936 203,644
Prepayments, deposits

and other receivables 105,595 121,561
Prepaid land lease payments 1,473 1,473
Bank and cash balances 516,481 504,657

863,672 922,356

CURRENT LIABILITIES

Trade payables 12 42,136 55,122
Other payables and accruals 187,374 162,048
Financial liabilities at fair value

through profit or loss — 121,156
Due to a related company — 3,408
Interest-bearing borrowings 152,925 154,975
Current tax liabilities 10,460 9,294

392,895 506,003

NET CURRENT ASSETS 470,777 416,353

TOTAL ASSETS LESS CURRENT
LIABILITIES 1,388,501 1,305,816
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CONDENSED CONSOLIDATED BALANCE SHEET

At 31 March 2009

31 March 30 September
2009 2008

HK$’000 HK$’000

Note (unaudited) (audited)

NON-CURRENT LIABILITIES

Interest-bearing borrowings 95,865 129,385
Deferred tax liabilities 22,852 22,852

118,717 152,237

NET ASSETS 1,269,784 1,153,579

CAPITAL AND RESERVES

Share capital 12,395 12,395
Reserves 1,255,878 1,139,231

Equity attributable to equity
holders of the Company 1,268,273 1,151,626

Minority interests 1,511 1,953

TOTAL EQUITY 1,269,784 1,153,579

Approved by the Board of Directors on 23 June 2009

Cai Yangbo Choi Wing Toon

Director Director
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the six months ended 31 March 2009

(unaudited)

Attributable to equity holders of the Company

Reserves

Properties Share-based
Share Share revaluation payment Translation Retained Minority

capital premium reserve reserve reserve profits Total interests Total

Note HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 1 October 2007 8,805 164,835 28,133 5,403 50,915 467,120 725,211 1,747 726,958

Exchange differences on
translation of foreign
operations — — — — 67,922 — 67,922 — 67,922

Shares issue expenses paid — (29,390) — — — — (29,390) — (29,390)

Net income recognised directly
in equity — (29,390) — — 67,922 — 38,532 — 38,532

Profit for the period — — — — — 56,785 56,785 35 56,820

Total recognised income and
expense for the period — (29,390) — — 67,922 56,785 95,317 35 95,352

Shares issued in the form
of Korea Depository Receipts
Programme (“KDR”) 3,000 280,200 — — — — 283,200 — 283,200

Issue of bonus shares 590 (590) — — — — — — —
Dividends paid 8 — — — — — (12,985) (12,985) — (12,985)

At 31 March 2008 12,395 415,055 28,133 5,403 118,837 510,920 1,090,743 1,782 1,092,525

Representing:

At 31 March 2008 after
proposed interim dividend 1,084,545

Proposed interim dividend 8 6,198

Equity attributable to equity
holders of the Company 1,090,743

At 1 October 2008 12,395 415,055 33,764 5,403 144,788 540,221 1,151,626 1,953 1,153,579

Exchange differences on
translation of foreign
operations — — — — (16) — (16) — (16)

Net expense recognised directly
in equity — — — — (16) — (16) — (16)

Profit for the period — — — — — 117,467 117,467 27 117,494

Total recognised income and
expense for the period — — — — (16) 117,467 117,451 27 117,478

Recognition of share-based
payments — — — 5,394 — — 5,394 — 5,394

Disposal of subsidiaries — — — — — — — (469) (469)
Dividends paid 8 — — — — — (6,198) (6,198) — (6,198)

At 31 March 2009 12,395 415,055 33,764 10,797 144,772 651,490 1,268,273 1,511 1,269,784

Representing:

At 31 March 2009 after
proposed interim dividend 1,268,273

Proposed interim dividend 8 —

Equity attributable to equity
holders of the Company 1,268,273
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT

For the six months ended 31 March 2009

Six months ended
31 March

2009 2008

HK$’000 HK$’000

(unaudited) (unaudited)

NET CASH GENERATED FROM
OPERATING ACTIVITIES 148,698 60,559

Purchases of property, plant
and equipment (57,911) (50,558)

Proceeds from disposal of property,
plant and equipment 131 —

Disposal of subsidiaries 2,401 —
Deposits paid for acquisition of

long-term assets — (6,680)
Interest received 3,277 4,407

NET CASH USED IN INVESTING
ACTIVITIES (52,102) (52,831)

Inception of bank loans 11,360 60,878
Repayment of bank loans (48,743) (82,863)
Repayment of financial liabilities

at fair value through profit or loss (35,032) —
Proceeds from issue of share

in the form of KDR — 283,200
Share issue expenses paid — (29,390)
Dividends paid (6,198) (12,985)
Finance costs paid (7,956) (12,445)

NET CASH (USED IN)/GENERATED
FROM FINANCING ACTIVITIES (86,569) 206,395

NET INCREASE IN CASH
AND CASH EQUIVALENTS 10,027 214,123

CASH AND CASH EQUIVALENTS
AT BEGINNING OF PERIOD 504,657 229,320

EFFECT OF FOREIGN EXCHANGE
RATE CHANGES 1,797 25,819

CASH AND CASH EQUIVALENTS
AT END OF PERIOD,
REPRESENTED BY 516,481 469,262

Bank and cash balances 516,481 469,262
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 31 March 2009

1. BASIS OF PREPARATION

These condensed financial statements have

been prepared in accordance with International

Accounting Standard 34 “Interim Financial

Reporting” issued by the International

Accounting Standards Board and the applicable

disclosures required by the Rules Governing the

Listing of Securities on The Stock Exchange of

Hong Kong Limited.

2. SIGNIFICANT ACCOUNTING POLICIES

AND ADOPTION OF NEW AND REVISED

INTERNATIONAL FINANCIAL REPORTING

STANDARDS

These condensed financial statements have

been prepared under the historical cost

convention, as modified by the revaluation of

certain buildings, investment properties and

financial liabilities at fair value through profit

or loss which are carried at their fair values.

The accounting policies and basis of preparation

used in the preparation of the condensed

financial statements are consistent with those

used in the annual financial statements for the

year ended 30 September 2008.

1.

34

2.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 31 March 2009

2. SIGNIFICANT ACCOUNTING POLICIES

AND ADOPTION OF NEW AND REVISED

INTERNATIONAL FINANCIAL REPORTING

STANDARDS (Continued)

In the current period, the Group has adopted

all the new and revised International Financial

Reporting Standards (“IFRSs”) issued by the

International Accounting Standards Board

that are relevant to its operations and effective

for accounting period beginning on 1 October

2008. IFRSs comprise International Financial

Reporting Standards; International Accounting

Standards; and Interpretations. The adoption

of these new and revised IFRSs did not result

in substantial changes to the Group’s

accounting policies and amounts reported for

the current period and prior periods.

The Group has not applied the new IFRSs that

have been issued but are not effective. The

Group has already commenced an assessment

of the impact of these new IFRSs but is not yet

in a position to state whether these new IFRSs

would have a material impact on its results of

operations and financial position.

2.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 31 March 2009

3. SEGMENT INFORMATION

Geographical segments based on the location

of customers

Africa, Australia and
The Philippines Greater China North America Consolidated

Six months ended Six months ended Six months ended Six months ended
31 March 31 March 31 March 31 March

2009 2008 2009 2008 2009 2008 2009 2008

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)

Segment revenue 113,411 131,111 183,074 213,151 28,574 36,136 325,059 380,398

Segment results 41,136 54,720 14,170 8,332 5,818 9,090 61,124 72,142

4. OTHER INCOME

Six months ended 31 March

2009 2008

HK$’000 HK$’000

(unaudited) (unaudited)

Bank interest income 3,277 4,407
Gain on disposal

of subsidiaries 4,570 —
Gain on termination of

interest rate swap contract 70,554 —
Government grants 284 —
Net foreign exchange gains — 748
Rental income 1,390 —
Subcontracting income 1,616 1,238
Others 213 74

81,904 6,467

3.

4.



Huafeng Group Holdings Limited

16

NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 31 March 2009

5. FINANCE COSTS

Six months ended 31 March

2009 2008

HK$’000 HK$’000

(unaudited) (unaudited)

Interest on bank loans
and overdraft 7,517 12,020

Bank charges 439 425

7,956 12,445

6. INCOME TAX EXPENSE

No provision for Hong Kong Profits Tax is

required since the Group has no assessable

profit during the Period (2008: HK$Nil).

Tax charge on profits assessable in the PRC

had been calculated at the rates of tax

prevailing in the jurisdictions in which the

Group operates, based on existing legislation,

interpretations and practices in respect

thereof.

5.

Six months ended 31 March

2009 2008

HK$’000 HK$’000

(unaudited) (unaudited)

Current tax — the People’s   
Republic of China
(“PRC”) enterprise
income tax 3,072 1,681

6.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 31 March 2009

7. PROFIT FOR THE PERIOD

The Group’s profit for the period is arrived at

after charging:

Six months ended 31 March

2009 2008

HK$’000 HK$’000

(unaudited) (unaudited)

Amortisation of technical
know-how 567 550

Allowance for inventory 1,477 —
Depreciation 28,417 27,755
Directors’ remuneration

Fees 180 180
Salaries, allowances

and benefits in kind 875 874
Retirement benefit scheme

contributions 6 6
1,061 1,060

Equity-settled share-based
payments 5,394 —

Loss on disposal of property,
plant and equipment 39 —

Write off of property, plant
and equipment 186 16

7.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 31 March 2009

8. DIVIDENDS

Six months ended 31 March

2009 2008

HK$’000 HK$’000

(unaudited) (unaudited)

Proposed interim dividend  
— HK$Nil
(2008: HK0.5 cent) 0.5
per ordinary share — 6,198

Final dividend for the year
ended 30 September 2008
approved and paid  
— HK0.5 cent 0.5
(2007: HK1.1 cents)  1.1
per ordinary share 6,198 12,985

6,198 19,183

8.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 31 March 2009

9. EARNINGS PER SHARE

The calculation of basic and diluted earnings

per share are based on the following:

Six months ended 31 March

2009 2008

HK$’000 HK$’000

(unaudited) (unaudited)

Earnings

Profit attributable to equity
holders of the Company,
used in the basic and
diluted earnings per share
calculation 117,467 56,785

Number of shares

Weighted average number of
ordinary shares except for
bonus issue 1,239,503,580 1,088,676,321

Effect of bonus issue — 54,433,816

Weighted average number of
ordinary shares used in
basic earnings per share
calculation 1,239,503,580 1,143,110,137

Effect of dilutive potential
ordinary shares arising
from share options 12,218,600 13,336,771

Weighted average number of
ordinary shares used in
diluted earnings per share
calculation 1,251,722,180 1,156,446,908

9.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 31 March 2009

10. PROPERTY, PLANT AND EQUIPMENT

During the Period, the Group acquired property,

plant and equipment of approximately

HK$57,911,000 (2008: HK$50,558,000).

11. TRADE RECEIVABLES

The Group normally allows credit terms to

well-established customers ranging from 30

to 120 days. The Group seeks to maintain

strict control over its outstanding receivables.

Overdue balances are reviewed regularly by

the directors.

An aging analysis of trade receivables as at

the balance sheet date, based on the date of

recognition of the service income or goods

sold, is as follows:

31 March 30 September
2009 2008

HK$’000 HK$’000

(unaudited) (audited)

0 — 30 days 0  30 59,992 69,816
31 — 60 days 31  60 47,962 65,446
61 — 90 days 61  90 28,658 54,228
Over 90 days 90 17,324 14,154

153,936 203,644

10.

57,911,000

50,558,000

11.

30 120
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 31 March 2009

12. TRADE PAYABLES

The Group normally obtains credit terms

ranging from 30 to 90 days from its suppliers.

An aging analysis of the trade payables as at

the balance sheet date, based on the date of

receipt of consumables or goods purchased,

is as follows:

31 March 30 September
2009 2008

HK$’000 HK$’000

(unaudited) (audited)

0 — 30 days 0  30 23,643 24,588
31 — 60 days 31  60 12,420 16,964
61 — 90 days 61  90 4,442 8,612
Over 90 days 90 1,631 4,958

42,136 55,122

12.

30 90
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 31 March 2009

13. CONTINGENT LIABILITIES

The Group did not have any significant

contingent liabilities at 31 March 2009 (At

30 September 2008: Nil).

14. CAPITAL COMMITMENTS

At the balance sheet date, the Group had the

following commitments:

31 March 30 September
2009 2008

HK$’000 HK$’000

(unaudited) (audited)

Contracted but not provided for
Construction of buildings 13,468 17,638
Purchase of plant

and machinery 37,831 43,004
Purchase of a parcel of land 13,714 13,714

65,013 74,356

13.

14.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

For the six months ended 31 March 2009

15.

1.

0.255

123,920,000

2.

4,500,000

16.

15. EVENTS AFTER THE BALANCE SHEET

DATE

1. On 11 May 2009, the Group granted

123,920,000 share options at the

exercise price of HK$0.255 to its

employees. The vesting date and the

option exercise period are 11 May

2009 and from 11 May 2009 to 10 May

2014 respectively.

2. On 29 May 2009, the Group sold

leasehold land and building located in

Hong Kong at a total consideration of

approximately HK$4.5 million.

16. APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved and

authorised for issue by the Board of Directors

on 23 June 2009.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

For the six months ended 31 March 2009, the

Group’s turnover decreased by 14.5% to

approximately HK$325.1 million (as compared

to approx imate ly  HK$380.4 mi l l ion in

corresponding period in 2008) with gross profit

decreased by 7.8% to approximately HK$87.1

mil l ion (as compared to approximately

HK$94.5 million in corresponding period in

2008 ) .  P r o f i t  a t t r i bu t ab l e  t o  equ i t y

shareholders grew to approximately HK$117.5

mil l ion (as compared to approximately

HK$56.8 million in corresponding period in

2008), which represents a 106.9% increase

over that of the previous period.

1 4 . 5 %

325,100,000

380,400,000 7.8%

87,100,000

94,500,000

106.9% 117,500,000

56,800,000
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

Despite the financial tsunami effect on the

world economy, the Group has not been

adversely affected by the downturn demand

of the garment industry in China. Both the

United States of America (“U.S.”) and

European consumer markets have been hit

hard by the worldwide economic downturn

following the collapse of the debt market and

the banking and finance industries. Overseas

orders have vanished for most manufacturers

in Guangdong Province with sizable effect in

Fujian Province as well in the 4th quarter of

2008 and the 1st quarter of 2009. Some signs

of relief with fresh orders from overseas buyers

surfaced in mid May and early June, 2009.

In view of the slow recovery of the export trade,

the central government of the PRC encourages

domestic consumption and production. Having

a strong base of local customers, the Group

has sustained its domestic market share well.

The financial crisis may have brought down a

few small size fabric processing plants in

Shishi, Fujian Province (“Shishi”). As a result,

certain amounts of business of these closed

plants have flowed to the Group. Meanwhile,

spun yard business has been slowed due to

poor demand by fabric manufacturers in the

area.
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS PROSPECTS

It is difficult to predict when the financial

tsunami will end and the full recovery of

worldwide economy will arrive. However, with

al l  the f inancial  supports and pol ic ies

implemented by the central banks and

governments of major countries, the turmoil

of the financial crisis has eased. A slow

recovery is in sight with factories start to move

again in Dongguan, Guangdong Province, the

so-called “World Factory”. Business in Shishi

has not been seriously affected and internal

growth has overcome the loss on exports.

The newly erected extension of Lingfeng

Dyeing & Weaving Co. Ltd (“Lingfeng”), one

of the three dyeing plants in Shishi, has just

been completed. The new extension is

expected to commence production in the

4th quarter of 2009 after full installation of new

dyeing machineries and equipments. It will

bring significant revenue to the Group once it

goes into full operation in 2010.
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MANAGEMENT DISCUSSION AND ANALYSIS

LIQUIDITY AND FINANCIAL

RESOURCES

At 31 March 2009, the Group had current

assets of approximately HK$863.7 million

(30 September 2008: HK$922.4 million) and

current liabilities of approximately HK$392.9

mill ion (30 September 2008: HK$506.0

million). The current ratio (calculated as

current assets to current liabilities) increased

from 1.82 as at 30 September 2008 to 2.20

as at 31 March 2009. The gearing ratio

(calculated as the total bank borrowings to total

shareholders’ equity) had dropped from 0.25

as at 30 September 2008 to 0.20 as at

31 March 2009. These ratios were at reasonably

adequate levels as at 31 March 2009 while

the Group had sufficient resources in meeting

its short-term and long-term obligations.

The Group principally met its funding requirements

by cash flows from operations. The net cash

in f l ow  f r om ope ra t ing  ac t i v i t i e s  was

approximately HK$148.7 million during the

Period.

Total bank borrowings decreased around

12.5% to approximately HK$248.8 million

(30 September 2008: HK$284.4 million) which

was mostly in nature of loan repayment.

863,700,000

922,400,000

392,900,000

506,000,000

1.82

2.20

0.25

0.20

148,700,000

1 2 . 5 %

248,800,000

284,400,000
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MANAGEMENT DISCUSSION AND ANALYSIS

At 31 March 2009, the Group had total bank

borrowings of approximately HK$248.8 million,

of which approximately HK$152.9 million was

repayable within one year and approximately

HK$95.9 million was repayable more than one

year. Approximately 20.5% of the total bank

borrowings was subject to fixed interest rates

while approximately 79.5% was subject to

floating interest rates. The Group’s bank

borrowings were primarily denominated in

Reminibi (“RMB”) and Hong Kong dollars

(“HKD”). For the Group’s total bank borrowings

as at 31 March 2009, 34.2% of the balance

was denominated in RMB and 65.8% of the

balance was denominated in HKD. There are

no seasonal adjustments with respect to the

Group’s borrowings.

At 31 March 2009, the Group’s bank borrowings

were secured by (i) certain prepaid land lease

payments and investment properties of the

Group; (ii) corporate guarantees given by the

subsidiaries of the Company; and (iii) charges

over the equity of the subsidiaries of the

Company.

248,800,000

152,900,000

95,900,000

20.5%

79.5%

34.2% 65.8%

(i)

(ii)

(iii)
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MANAGEMENT DISCUSSION AND ANALYSIS

CAPITAL STRUCTURE

During the Period, there were no changes in

capital structure. The total number of issued

share capital of the Company as at 31 March

2009 was 1,239,503,580 shares.

FOREIGN EXCHANGE EXPOSURE

Most assets, liabilities and transactions of the

Group are denominated in RMB and HKD,

except overseas sales which are denominated

in United States dollars (“USD”). In view of

the currency peg between HKD and USD and

a relatively strong RMB at HK$1.00 equal to

RMB0.88 (as at  31 March 2009),  the

fluctuations of foreign currencies did not have

a significant impact on the performance of the

Group.

The Group has entered into an interest rate

swap contract (the “Contract”) with Deutsche

Bank to hedge significant future transactions

and cash flows. The Contract was unwound

on 22 January 2009 and the Group has

captured a profit of US$3.5 million (equivalent

to HK$27.3 million).

1,239,503,580

1.00

0.88

3,500,000

27,300,000
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MANAGEMENT DISCUSSION AND ANALYSIS

Following the financial tsunami which started

in late 2008, worldwide interest rates have

fallen to almost at zero. The Contract brought

extensive windfall to the Group as Euro interest

rates have followed the declining U.S. interest

rates. Notwithstanding the profit gained on the

Contract, the Group has recovered the fair

value change on financial liabilities at fair value

through profit or loss in the amount of

approximately US$5.6 million (equivalent to

HK$43.3 million) as at 30 September 2008.

As such, the total gain on termination of the

Contract is approximately HK$70.6 million.

The Group has not entered into any financial

instrument with any financial institution since

the Contract was unwound on 22 January

2009.

CAPITAL EXPENDITURES AND

MATERIAL ACQUISITION

During the Period, the total capital expenditure

of the Group for the expansion of various plants

and erection of new buildings was approximately

HK$57.9 million.

5,600,000 43,300,000

70,600,000

57,900,000
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MANAGEMENT DISCUSSION AND ANALYSIS

CHARGES ON ASSETS

The Group’s bank borrowings are secured by

prepaid land lease payments and investment

properties of certain subsidiaries of the Group

with a total carrying value of approximately

HK$34.2 million at 31 March 2009 (30 September

2008: HK$34.1 million), corporate guarantees

given by subsidiaries of the Company and

charges over the equity of the subsidiaries of the

Company.

CONTINGENT LIABILITIES

The Group did not have any significant

contingent liabilities as at 31 March 2009

(30 September 2008: Nil).

MATERIAL ACQUISITION OR

DISPOSAL OF SUBSIDIARIES AND

ASSOCIATED COMPANIES

The Group has disposed of Huafeng Quality

Control Limited and its subsidiary, Shenyang

Huafeng Dyeing & Printing Co., Ltd., at a total

consideration of approximately HK$2.5 million.

Save as disclosed above, the Group did not

have material acquisit ion or disposal of

subsidiaries and associated companies during

the Period.

34,200,000

34,100,000

Huafeng Quality Control

Limited

2,500,000
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MANAGEMENT DISCUSSION AND ANALYSIS

EMPLOYMENT INFORMATION

At 31 March 2009, the Group had a total of

2,361 (2008: 2,312) employees in Hong Kong,

Macau and the PRC. The Group’s emoluments

policies are based on the performance of

individual employees and on the basis of the

salary trends in various regions, and are

reviewed periodically.

For the Period, the total staff costs including

directors’ emoluments amounted to approximately

HK$34.0 million (2008: HK$25.6 million).

The Company maintains a share option scheme

for the purpose of providing incentives and

rewards to the eligible participants for their

contributions to the Group and no share option

has been exercised during the Period.

2,361

2,312

34,000,000

25,600,000
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DISCLOSURE OF ADDITIONAL INFORMATION

INTERIM DIVIDEND

The Board has resolved not to pay an interim

dividend for the Period (2008: HK0.5 cent).

DIRECTORS’ AND CHIEF

EXECUTIVES’ INTERESTS AND

SHORT POSITIONS IN SHARES,

UNDERLYING SHARES AND

DEBENTURES

As at 31 March 2009, the interests and short

positions of the directors and chief executives

of the Company or their respective associates

in the shares,  under ly ing shares and

debentures of the Company or any of its

associated corporations (within the meaning

of Part XV of the Securit ies and Future

Ordinance (Cap. 571, Laws of Hong Kong) (the

“SFO”)) which are required to be notified to

the Company and The Stock Exchange of Hong

Kong Limited (the “Stock Exchange”) pursuant

to Divisions 7 and 8 of Part XV of the SFO

(including interests or short positions which

they were taken or deemed to have under such

provisions of the SFO), or as recorded in the

register required to be maintained by the

Company pursuant to Section 352 of the SFO,

or as otherwise notified to the Company or the

Stock Exchange pursuant to the Model Code

for Securities Transaction by Directors of Listed

Companies (the “Model Code”) as set out in

Appendix 10 of the Rules Governing the Listing

of Securities on the Stock Exchange (the

“Listing Rules”) were as follows:

0.5

571

XV

XV

7 8

352
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DISCLOSURE OF ADDITIONAL INFORMATION

Long positions

Ordinary Shares of HK$0.01 each of the

Company

Approximate

percentage

Type of Number of of shareholding

Name of director Capacity interest shares held in the Company

Mr. Cai Zhenrong Beneficial owner Personal 453,426,000 36.58%

Mr. Cai Zhenyao Beneficial owner Personal 45,252,000 3.65%

Mr. Cai Yangbo Beneficial owner Personal 1,050,000 0.08%

0.01
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DISCLOSURE OF ADDITIONAL INFORMATION

Save as disclosed above, as at 31 March 2009,

none of the directors and chief executives of

the Company or their respective associates had

any interest or short positions in the shares,

underlying shares or debentures of the

Company or any of its associated corporations

(within the meaning of Part XV of the SFO)

which are required to be notified to the

Company and the Stock Exchange pursuant

to Divisions 7 and 8 of Part XV of the SFO

(including interests or short positions which

they were taken or deemed to have under such

provisions of the SFO), or as recorded in the

register required to be maintained pursuant

to Section 352 of the SFO, or as otherwise to

be notified to the Company or the Stock

Exchange pursuant to the Model Code in the

Listing Rules.

SUBSTANTIAL SHAREHOLDERS’

INTERESTS AND SHORT

POSITIONS IN SHARES AND

UNDERLYING SHARES

As at 31 March 2009, to the best knowledge

of the directors of the Company, the following

person (other than a director and chief

executives of the Company) who had interests

or short positions in the shares and underlying

shares of the Company which would fall to be

disclosed to the Company under the provision

of Divisions 2 and 3 of Part XV of the SFO, or

which were recorded in the register required

to be kept by the Company pursuant to Section

336 of the SFO:

XV

XV 7 8

352

XV 2 3

336
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DISCLOSURE OF ADDITIONAL INFORMATION

Long positions

Ordinary Shares of HK$0.01 each of the

Company

0.01

Approximate
percentage

Number of of shareholding
Name of shareholder Capacity shares held in the Company

Ms. Su Liyuan Interest of spouse 453,426,000 36.58%

(Note)

Note: These 453,426,000 shares are held and

beneficially owned by Mr. Cai Zhenrong, an

executive director of the Company. Under the

SFO, Ms. Su Liyuan, the wife of Mr. Cai

Zhenrong, is deemed to be interested in these

453,426,000 shares.

Save as disclosed above, as at 31 March 2009,

no person, other than the directors and chief

executives of the Company whose interests are

set out in the section “Directors’ and chief

executives’ interests and short positions in

shares, underlying shares and debentures”

above, had any interest or short positions in

the shares or underlying shares of the

Company which are required to be notified to

the Company and the Stock Exchange under

the provisions of Divisions 2 and 3 of Part XV

of the SFO, or which were recorded in the

register required to be kept by the Company

pursuant to Section 336 of the SFO.

453,426,000

453,426,000

XV 2 3

336
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DISCLOSURE OF ADDITIONAL INFORMATION

DIRECTOR’S RIGHTS TO

ACQUIRE SHARES OR

DEBENTURES

Save as disclosed under the headings
“Directors’ and chief executives’ interests and
short positions in shares, underlying shares
and debentures” and “Share option schemes”,
at no time during the Period was the Company,
its subsidiaries or any of its associated
corporations (within the meaning of Part XV of
the SFO) a party to any arrangements to enable
the directors of  the Company or their
associates (as defined in the Listing Rules) to
acquire benefits by means of acquisition of
shares in, or debentures of, the Company or
any other body corporate.

SHARE OPTION SCHEME

The following table discloses details of the
Company’s share options held by the directors
and employees of the Group pursuant to the
Company’s share option scheme adopted on
30 August 2002 and movements in such
holdings during the Period.

XV
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DISCLOSURE OF ADDITIONAL INFORMATION

Number of share option

Name or Outstanding Granted Lapsed Exercised Outstanding
category of Date of Exercise Exercise as at during the during the during the as at
participant grant period price 1.10.2008 Period Period Period 31.3.2009

HK$

Directors — — — — — — — —

Employees 23.3.2007 23.3.2007- 0.49714 92,400,000 — — — 92,400,000
22.3.2010

Employees 5.12.2008 5.12.2008- 0.125 — 118,000,000 — — 118,000,000
4.12.2011

92,400,000 118,000,000 — — 210,400,000

During the Period, no share options were

exercised under the Company’s share option

scheme.

Details of the specific categories of options are

as follows:

Year Date of grant Vesting date Exercise period Exercise price

HK$

2007 23.3.2007 23.3.2007 23.3.2007- 0.49714
22.3.2010

2008 5.12.2008 5.12.2008 5.12.2008- 0.125
4.12.2011

If the options remain unexercised after a period

of 3 years from the date of grant, the options

will expire. Options are forfeited if the employee

leaves the Group before the options vest.

The closing price of the Company’s share

immediately before 5 December 2008, the date

of grant of the 2008 options, was HK$0.125. 0.125



Interim Report 2009

39

DISCLOSURE OF ADDITIONAL INFORMATION

The fair value of the options granted during

the period, measured at the date of grant on

5 December 2008, was approximately

HK$5,394,000. The following significant

assumptions were used to derive the fair value,

using the Binomial Option Pricing Model. The

inputs into the model were as follows:

Weighted average share price HK$0.121
0.121

Weighted average exercise price HK$0.125
0.125

Expected volatility 66.88%
66.88

Expected life 3 years
3

Risk free rate 1.128%
1.128

Expected dividend yield 3.57%
3.57

Expected volat i l i ty  was determined by

calculating the historical volatility of the

Company’s share price over the previous

3 years of the share option issued in current

period. The expected life used in the model

has been adjusted, based on the Group’s best

estimate, for the effects of non transferability,

e xe rc i se  r es t r i c t i ons  and  behav i o ra l

considerations.

The variables and assumptions used in

estimating the fair value of the share options

are based on the Company’s director’s best

est imate.  Changes in subject ive input

assumptions can materially affect the fair value

estimate.

5,394,000



Huafeng Group Holdings Limited

40

DISCLOSURE OF ADDITIONAL INFORMATION

The fair value determined at the grant date of

the equity-settled share-based payments is

expensed on a straight-line basis over the

vesting period, based on the Group’s estimate

of shares that will eventually vest and be

adjusted for the effect of non market-based

vesting conditions. Details of the accounting

policy for equity-settled shared-based payment

transactions are set out in the Group’s financial

statements for the year ended 30 September

2008.

On 11 May 2009, the Company granted

123,920,000 share options to employees of the

Company with exercise price of HK$0.255. As

at the date of this report, a total of 334,320,000

share options were outstanding.

PURCHASE, SALE OR

REDEMPTION OF LISTED

SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries

purchased, sold or redeemed any of the

Company’s listed securities during the Period.

0 . 2 5 5

123,920,000

334,320,000
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DISCLOSURE OF ADDITIONAL INFORMATION

MODEL CODE FOR SECURITIES

TRANSACTIONS BY DIRECTORS

The Company has adopted the Code of
Conduct regarding securities transactions by
directors as set out in Appendix 10 of the
Listing Rules during the Period and all directors
of the Company have complied with required
standard of dealings set out therein.

CORPORATE GOVERNANCE

In the opinion of the directors of the Company,
the Company has complied with the Code on
Corporate Governance Practices (the “CG
Code”) as set out in Appendix 14 of the Listing
Rules during the Period except for the following
deviations:

Code A.2.1

Under the code provision A.2.1 of the CG Code,
the roles of chairman and chief executive
officer should be separate and should not be
performed by the same individual. Up to the
date of this report, no individual was appointed
as chief executive officer of the Company. The
role of the chief executive officer has been
performed collectively by all the executive
directors of the Company, including the
chairman of  the Company.  The Board
considers that this arrangement al lows
contributions from all executive directors of the
Company with different expertise and is
beneficial to the continuity of the Company’s
policies and strategies and the interest of
shareholders of the Company as a whole.

A.2.1

A.2.1
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DISCLOSURE OF ADDITIONAL INFORMATION

Code A.4.1

Under the code provision A.4.1 of the CG Code,

non-executive directors should be appointed

for a specific term, subject to re-election. The

current independent non-executive directors

of the Company, namely Ms. Choy So Yuk, JP,

Mr. Lawrence Gonzaga and Mr. Wong Siu Hong

were not appointed for specific terms, until on

16 January 2009, each of the independent

non-executive directors of the Company has

re-entered into a letter of appointment with

Company for a term of two years. The directors

of the Company are subject to retirement by

rotation and re-election at the annual general

meeting of the Company in accordance with

the Company’s articles of association.

A.4.1

A.4.1

Lawrence Gonzaga
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DISCLOSURE OF ADDITIONAL INFORMATION

13.51B(1)

Lawrence Gonzaga

120,000

988

DISCLOSURE OF INFORMATION

ON DIRECTORS

Pursuant to rule 13.51B(1) of the Listing Rules,

the changes of information on directors of the

Company are as follows:

Each of Ms. Choy So Yuk, JP (“Ms. Choy”),

Mr. Lawrence Gonzaga and Mr. Wong Siu

Hong, all are independent non-executive

directors of the Company, has re-entered into

an appointment letter with the Company for a

te rm o f  two  years  commenc ing  f rom

16 January 2009. Each of them is entitled to

an annual remuneration of HK$120,000,

which is stated in each of their appointment

letter.

On 5 June 2009, Ms. Choy, was appointed as

independent non-executive director of Loudong

General Nice Resources (China) Holdings

Limited (stock code: 988), a company listed on

the Main Board of the Stock Exchange.
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DISCLOSURE OF ADDITIONAL INFORMATION

AUDIT COMMITTEE

The Company has established an Audit

C o m m i t t e e  i n  a c c o r d a n c e  w i t h  t h e

requirements of the CG Code for the purposes

of reviewing and providing supervision over the

Group’s financial reporting process and

internal controls. The Audit Committee

comprises three independent non-executive

directors of the Company. The interim results

for the Period are unaudited, but have been

rev iewed and approved by  the  Aud i t

Committee, and reviewed by RSM Nelson

Wheeler, the auditor of the Company. During

the Period, a regular meeting of the Audit

Committee has been held.

On behalf of the Board

Cai Zhenrong

Chairman

Hong Kong, 23 June 2009




