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INTERIM RESULTS
REIRR

The board of directors (the “Board”) of
Huafeng Group Holdings Limited (the
“Company”) is pleased to announce the
unaudited condensed consolidated results
of the Company and its subsidiaries
(collectively, the “Group”) for the six months
ended 31 March 2011 (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”.
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INDEPENDENT REVIEW REPORT

BYERRE

RSM Nelson Wheeler
FIREE (B8) 25K
Certified Public Accountants

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 29 which
comprises the condensed consolidated
statement of financial position of Huafeng
Group Holdings Limited (“the Company”) as
at 31 March 2011 and the related condensed
consolidated income statement, condensed
consolidated statement of comprehensive
income, condensed consolidated statement
of changes in equity and condensed
consolidated statement of cash flows 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.
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INDEPENDENT REVIEW REPORT

BYERRE

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 1AS 34.

RSM Nelson Wheeler
Certified Public Accountants
Hong Kong

27 May 2011
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CONDENSED CONSOLIDATED INCOME STATEMENT

RS E W aE R

For the six months ended 31 March 2011
B E——F = =+—Hi~MEA

Six months ended

31 March
BEZ=A=1+-HLE~MEA
2011 2010
—E—-F “T-ZF
HK$'000 HK$'000
Thn FER
Note (unaudited) (unaudited)
Mgt (REER) (REBER)
REVENUE KA 3 328,563 362,572
Cost of services provided and RERBRER
cost of sales HERA (271,580) (274,667)
Gross profit £7 56,983 87,905
Other income Hip A 4 4,214 4122
Selling and distribution expenses HERAPERY (10,583) (10,582)
Administrative expenses IS (21,569) (42,591)
Other operating expenses HEpBERY (6,993) -
PROFIT FROM OPERATIONS BEEBET 22,112 38,854
Finance costs BRA 5 (8,723) (3,297)
PROFIT BEFORE TAX BB EA 13,389 35,557
Income tax expense FERAY 6 (2,441) (4,222)
PROFIT FOR THE PERIOD ATTRIBUTABLE &2 7 #H A1k
TO OWNERS OF THE COMPANY HERA 7 10,948 31,335
EARNINGS PER SHARE BREF 9
Basic B29/N HKO.8 cents Bl HK2.4 cents &1l
Diluted &5 HKO.7 cents B4l HK2.2 cents &1l
8 Huafeng Group Holdings Limited Interim Report 2011
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

BAGE2ARARR

For the six months ended 31 March 2011
B E——F = =+—HiF~MEA

Six months ended

31 March
BZ=A=t-HL~ER
2011 2010
—E2—-F —ET-%F
HK$'000 HK$'000
TER FTEL
(unaudited) (unaudited)
(REER) (REER)
PROFIT FOR THE PERIOD HERF 10,948 31,335
Other comprehensive income: Htt2EWA
Exchange differences on translating MEBNERZIERZEZS
foreign operations 66,049 (362)
OTHER COMPREHENSIVE INCOME BEABBEM2ZERA
FOR THE PERIOD, NET OF TAX 66,049 (362)
TOTAL COMPREHENSIVE INCOME ARABEAEESEEEZE
FOR THE PERIOD ATTRIBUTABLE WA
TO OWNERS OF THE COMPANY 76,997 30,973
Interim Report 2011 Huafeng Group Holdings Limited 9
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

BRZEHERR R

At 31 March 2011

R-E——F=H=+—H

31 March 30 September
2011 2010
—E--% “T-ZF
ZA=t+-H NA=+H
HK$'000 HK$'000
TER TEL
(unaudited) (audited)
(RBEH) (BEH%)
Note (restated)
Mgt (mE7)
NON-CURRENT ASSETS FRBEE
Property, plant and equipment nE BEREE 10 1,151,440 1,082,485
Investment properties REME 47,005 44,872
Intangible assets BN EE 38,015 38,356
Available-for-sale financial assets THHEEVZERERE 4,468 4,265
Deposits paid for acquisition of KERBEEENZ
long-term assets %e 66,554 63,534
1,307,482 1,233512
CURRENT ASSETS RBEE
Inventories RE 72,823 65,578
Trade receivables EUWEZER 11 153,204 184,851
Prepayments, deposits and BENFE EeR
ather receivables HthEWZE 130,080 193,373
Fixed bank deposits EHETER 154,901 154,901
Bank and cash balances RIORBLLEH 320,371 243,810
831,379 842,513
CURRENT LIABILITIES RBEE
Trade payables EGES 12 32,663 48394
Other payables and accruals EMERRER
BB 247,694 228,567
Interest-bearing borrowings HEEE 119,550 142,787
Current tax liabilities HEHERE 15,340 14,972
415,247 434720
NET CURRENT ASSETS RBEEFE 416,132 407,793
TOTAL ASSETS LESS CURRENT BEERRBEE
LIABILITIES 1,723,614 1,641,305

1 O Huafeng Group Holdings Limited
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (Continued)
MRGeHHERRE ()

At 31 March 2011
R-ZF——F=A=+—H

31 March 30 September

2011 2010
g% -3-3%
=ZA=t-H NA=1H
HK$'000 HK$'000
TER FEL
(unaudited) (audited)
(REER) (BE%)
Note (restated)
fizE (ZE3)
NON-CURRENT LIABILITIES FREBEE
Convertible bonds R ESR 13 133,080 128,970
Deferred tax liabilities ERREEE 26,469 25,267
159,549 154,237
NET ASSETS FEE 1,564,065 1,487,068
CAPITAL AND RESERVES RERGE
Share capital BA& 14,468 14,468
Reserves 51 1,549,597 1,472,600
TOTAL EQUITY mER 1,564,065 1,487,068
Approved by the Board of Directors on 27 May 2011
R-E——FRHA-t++tHEESSHHE
Cai Yangho Choi Wing Toon
SR EL Y
Director Director
EF EF
Interim Report 2011 Huafeng Group Holdings Limited -l 1
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

BRGEER

2R

For the six months ended 31 March 2011

E—F—— = A=+ AU
(Unaudited)
(#8%H)
Attributable to owners of the Company
ANREEARL
Share-
Properties based  Convertible
Share Share  revaluation ~ Warrants  payment bonds ~ Translation  Retained
capital ~ premium Teserve Tesenve Teserve Tesenve Teserve profits Total
L3
NEER  BREE %Mz TER
ks RHEE Li ] i TERE ESHE  RERE  REE &3t
Noe  HKS000  HKS000  HKS000  HKSO00  HKS000  HKS000  HKS000  HKS000  HK$000
W TRT  TEr TEn TR TEr TEn TR TEr TEn
At 1 October 2009 RZFENETA-B 123% 41505 40,045 - 21,905 - 14488 669208 1303466
Total comprehensive income BE2ENEE
for the period - - - - - - (362 3133% 30973
Recogition of share-based payments ERNRREH 258 - - - - A0 - - B[]
Recogniton of equity component of DTARESERES
convertible bonds - - - - - 9,007 - - 9,007
Share issued on exercise of share options 2018 81,765 - - (13,569) - - - 70214
Issued of warrants - - - 2149 - - - - 2149
Dividends paid 8 - - - - - - - 6611 (6611)
Changes in equity for the period 2018 81,765 - 2,149 7,051 9,007 (362) U724 126352
At 31 March 2010 14413 4%820 40,045 2,149 28936 9007 14449 693932 1429818
Representing: ft&
At 31 March 2010 after proposed R=F-F£=A=1-B
Interim dividend (REDSRER) 1429818
Proposed interim dividend HErERs 8 -
Equiy atiributable to owners of RAAEEAEERR
the Company 1429818
At 1 October 2010 R=F-FE+A-B 14468 500,524 45123 2,149 2,057 21383 144298 731,066 1,487,068
Total comprehensive incore BE2ENEE
for the period - - - - - - 66,049 10,948 76,997
Transfers 2% - - (739) - - - - 73 -
Changes in equity for the period AEEREY - - (7139) - - - 66049 11687 76997
At 31 March 2011 RZE--FZf=1-B 14468 500524 44384 2,149 28057 20383 210347 742753 1564065
Representing: ft&
At 31 March 2011 after proposed R=F--§=A=1-B
interim dividend (RErdket) 1,564,065
Proposed interim dividend HErERs 8 -
Equiy atiributable to owners of RLAREAEERR
the Company 1,564,065

] 2 Huafeng Group Holdings Limited
EULREEZERBERAR
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

RS

iﬁﬁl)lb%%

For the six months ended 31 March 2011
BEr—T——F=H=+—HI A

Six months ended

31 March
BZ=A=t-HIERER
2011 2010
—E-—-F% —E-%F
HK$'000 HK$'000
TER FEL
(unaudited) (unaudited)
(REER) (REER)
NET CASH GENERATED FROM REEREE RS TE
OPERATING ACTIVITIES 157,843 88,790
Purchases of property, plant and BEVE BERHR
equipment (65,786) (39,634)
Interest received EIH B 494 1,602
NET CASH USED IN INVESTING REFHMAREFE
ACTIVITIES (65,292) (38,032)
Bank loans raised HERTER 28,875 28,400
Repayment of bank loans BERTER (54,542) (63,733)
Proceeds from issue of warrants BITRBREEREHNIE - 2,149
Proceeds from convertible bonds BB EHFMEHE - 58,200
Proceeds from shares issued on Iﬁﬁﬁx’%?&ﬂﬁﬁ%ﬂﬂxf\
exercise of share options ZFTRHIE - 70,214
Dividends paid ERES - (6,611)
Finance costs paid BB B A (3,713) (2,779)
NET CASH (USED IN)/GENERATED FROM R EZE (frf) B4
FINANCING ACTIVITIES ReFE (29,380) 85,840
NET INCREASE IN CASH AND CASH BeRBESHEEMFE
EQUIVALENTS 63,171 136,598
CASH AND CASH EQUIVALENTS HOzBeRBE¢SE
AT BEGINNING OF PERIOD 243,810 309,198
EFFECT OF FOREIGN EXCHANGE PEEEREFHY
RATE CHANGES 13,390 1,451
CASH AND CASH EQUIVALENTS HEzHSRASEE RE
AT END OF PERIOD, REPRESENTED BY 320,371 447 247
Bank and cash balances ROKREE 320,371 447 247

Interim Report 2011
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
29 A B 5 R 2 o

For the six months ended 31 March 2011

BE_F

1.

14

——FZHA=AF—Hi A

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.

These condensed financial statements should
be read in conjunction with the 2010 annual
financial statements. The accounting policies
and methods of computation used in the
preparation of these condensed financial
statements are consistent with those used in
the annual financial statements for the year
ended 30 September 2010 except as stated
below.

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 and investment properties
which are carried at their fair values.

Huafeng Group Holdings Limited
EULREEZERBERAR
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
25 A B 5 R o i

For the six months ended 31 March 2011
B E——F = F=+—HI A

2. ADOPTION OF NEW AND REVISED 2. BR A0 R S BT BB B A SR & 2 R

INTERNATIONAL FINANCIAL REPORTING (#8)

STANDARDS (Continued)

In the current period, the Group has adopted RARE  AEEERMMEBREE
all the new and revised International Financial FFERZEERMERNEEEBEA
Reporting Standards (“IFRSs”) issued by the ER-_ZE-—ZTF+HA—ARKBzEs
International Accounting Standards Board that BA R A 2 338 R A BT B PR B 75
are relevant to its operations and effective for EXEA (BRI REER]) - B
its accounting period beginning on 1 October ﬁﬁ%#&%ﬁ,ﬁu \L%ﬁll‘%ﬁﬁk#&%ﬁg,ﬁﬂ
2010. IFRSs comprise International Financial BR8] ([R5 28] ) &
Reporting Standards; International Accounting o ?ﬁ%lﬂjﬁ*ﬁf&? RS TR Eﬁ%#&
Standards (“IAS”); and Interpretations. The EEANSSNER Z EFTHER  AE
adoption of these new and revised IFRSs B BHmK 2 257 A RAHMEER
did not result in significant changes to the AHEERs SBHIBERNES  ET
Group’s accounting policies, presentation of B BRIN o

the Group’s financial statements and amounts
reported for the current period and prior
periods except as stated below.

Classification of Land Leases THEES K

Amendments to IAS 17 “Leases” deleted the Bl @t ERE L7 [HE ] 2 &M
guidance in IAS 17 that when the land has BT R g ERIEL7R2ES it
an indefinite economic life, the land element o WG PR AT B R - B 35
is normally classified as an operating lease —BOBRCEHE BRIFTERESRE
unless title is expected to pass to the lessee by REEPRTEREBITHEBEAC

the end of the lease term.

Interim Report 2011 Huafeng Group Holdings Limited -l 5
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
29 A B 5 R 2 o

For the six months ended 31 March 2011
E o E——F = F=+—HI A

16

ADOPTION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (Continued)

Classification of Land Leases (Continued)

The Group reclassifies a land lease as
a finance lease if the lease transfers
substantially all the risks and rewards
incidental to ownership to the Group e.g. at
the inception of the lease the present value
of the minimum lease payments amounts to
at least substantially all of the fair value of the
land.

Amendments to IAS 17 has been applied
retrospectively and resulted in changes in the
consolidated amounts reported in the financial
statements as follows:

BR AT 8 T AR A8 T B R B 75 R o 22 A
(%)

I HEESE ()

GRE B S A R PR A 2 A EE )
ek mBRBE R TAKE (BINEERMS
o RIEBEFIEZ B ERIEL T
FEREBAFE)  AAEEES T hHE
ESMOBRREMEE-

BRI E175 2 55T B B YR
AT EHHBRETPFITZEES
AT E:

31 March 30 September
2011 2010
—E——F —E-TF
=A=+—8 hA=+H

HK$'000 HK$'000
FET FHET
Increase in Property, Y BE MR BN
plant and equipment 98,122 86,300
Decrease in Prepaid land TEAS b FH & SR R
lease payments (98,122) (86,800)

Huafeng Group Holdings Limited
EULREEZERBERAR
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
25 A B 5 R o i

For the six months ended 31 March 2011
B E——F = F=+—HI A

ADOPTION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (Continued)

The Group has not applied the new IFRSs that
have been issued but are not yet 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.

SEGMENT INFORMATION

The Group has two reportable segments as
follows:

- Provision of fabric processing services
and manufacture and sale of fabrics

- Manufacture and sale of yarns and
blankets

The Group’s reportable segments are strategic
business units that offer different products
and services. They are managed separately
because each business requires different
technology and marketing strategies.

BR AT 8 I AR A8 T B R B 7 4 o 22 R
(%)

REBWARRKBEMMBEHRERZ
BB RS R - AERE G
AR E BB M B RE R 2%
BT RERPAXZSINEERNBER
SRR EHHEELRARM BN
MBREATE -

o & E B
AREEZMER Fo@ED T :

= ROUTEIN TR A KAk 2
EREE

- W REBIEERBEE

AEBEZATHREDBREHEARE
o MRS 2 SRV TE L - X E D &P
B 5 3 75 P 5 1 T 7 95 HE R SR B T
BIE-AA-$:L
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

7 B Bt 75 4R R B =

For the six months ended 31 March 2011
B E——F = =+—Hi~MEA

3. SEGMENT INFORMATION (Continued) 3.

The accounting policies of the operating
segments are the same as those described
in the Group’s financial statements for the
year ended 30 September 2010. Segment
profits or losses do not include unallocated
other income and unallocated corporate

DERER (H

BENHZ e BREAEERE
E-TFNA=ZTRHLFEZHMHHR
FRATRE AR - 2 B A BRI A8
BARDBEEMBA - ROBEEMEZ R
BBHERR-DBEEL TBIERAY
¥ EMRITENR |RITRRELHRIA

expenses and finance costs. Segment assets RRDBEEEE-
do not include investment properties, fixed
bank deposits, bank and cash balances and
unallocated corporate assets.
Provision of fabric
processing services and
manufacture and Manufacture and sale of
sale of fabrics yams and blankets Consolidated
REABNIREUR BUREEZ
HREERHE HERHE e
Six months ended Six months ended Six months ended
31 March 31 March 31 March
HE=B=t-AL BZ=H=t-AL HE=B=t-AL
~MEA ~EA ~MEA
2011 2010 2011 2010 2011 2010
Z%--f _%-TF ZB--f _T-TF ZB--F _T-%F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TiEr FER TiER TER TiEr
(unaudited)  (unaudited)  (unaudited) (unaudited)  (unaudited) (unaudited)
(REER) (RE2R) (REER) (REER) (REBR) (REFR)
REVENUE KA
Revenue fom external ~ RESNBEFE 2 A
customers 213,360 321,367 55,203 41,205 328,563 362,572
Segment profit/(loss) PR/ (F8) 29,326 68,340 (5,503) (5,482) 23,823 62,358
Unallocated other income KA BZE YA 4,214 4122
Unallocated corporate A A B 2RX
EXpenses (5,985) (28,126)
Profit from operations & ERET 2,112 38,854
Finance costs BN (8,723) (3,297)
Profit before tax Yyl 13,389 35,557
Income tax expense FEREY (2,441) (4,222)
Profit for the period HBREF 10,948 31,335
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
25 A B 5 R o i

For the six months ended 31 March 2011
B E——F = =+—HiF~MEA

3. SEGMENT INFORMATION (Continued) 3. DEER (&

Provision of fabric processing
services and manufacture and
sale of fabrics

Manufacture and sale of
yarns and blankets

REH RN I RE BPREHRZ
URAHHERHE RERHE
31 March 30 September 31 March 30 September
2011 2010 2011 2010
—E--F —Z-%F —E--F —Z-%F
=ZA=+-8 NA=+B =ZBA=+-H NA=1H
HK$'000 HK$'000 HK$'000 HK$'000
TET TR TERT FHT
(unaudited) (audited) (unaudited) (audited)
(REER) (BEZ) (REER) (&%)
ASSET -3
Segment assets NHEE 1,065,896 1,127,422 545,201 503,647
4. OTHER INCOME 4. Ha e A

Six months ended 31 March
BE=HA=+—HLX@EA

2011 2010

—E2——F —T-TF

HK$'000 HK$'000

FERT FHET

(unaudited) (unaudited)

(REEZ) (REEZ)

Bank interest income RITHBEWA 1,458 1,602
Government grants IEgisRkA 248 91
Rental income Al A 1,414 1,390
Subcontracting income e A 970 954
Others Hth 184 85
4,274 4,122
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
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For the six months ended 31 March 2011
B E——F = F=+—Hi~MEA

5. FINANCE COSTS 5. B AR A

Six months ended 31 March
BE=ZHA=+—HiLXEA

2011 2010
—g--% —T-%F
HK$’000 HK$'000
FHR Fisi

(unaudited) (unaudited)
(REERZ) (REEZ)

Interest on bank loans and RITERRBZZFE
overdrafts 3,008 2,354
Interest on convertible bonds AR ES < FLE 4,815 518
Bank charges RITEH 900 425
8,723 3,297
6. INCOME TAX EXPENSE 6. FreBimEx

Six months ended 31 March
BE=A=+—HLXHEA

2011 2010
—E2——F T -TF
HK$'000 HK$'000
FERT FHET
(unaudited) (unaudited)

(REER) (CREEER)

Current tax — the People’s Republic BNEfF{IE —fF#E AR
of China (the “PRC”) enterprise HFE ([HE])

income tax B 2,441 4,222
No provision for Hong Kong Profits Tax is A B R BN B R R BURE T - 3
required since the Group has no assessable EARBATETUELEE (ZF—F
profit during the period (2010: HK$Nil). FTHET) -
20 Huafeng Group Holdings Limited Interim Report 2011
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
29 A B 5 R o

For the six months ended 31 March 2011
B E——F = =+—HiF~MEA

6. INCOME TAX EXPENSE (Continued) 6. Frswim (&)
Tax charge on profits assessable in the HRED R R ) 2 I8 S TR AR
PRC had been calculated at the rates of tax SELEmERERRER MER
prevailing in the jurisdictions in which the BEEBARIEARE 2 RITER  ZER
Group operates, based on existing legislation, BHlEtE -

interpretation and practices in respect thereof.

7. PROFIT FOR THE PERIOD 7. B R A
The Group's profit for the period is arrived at AREE 7 HESEFN IR MBIAT&IE
after charging: BEH:

Six months ended 31 March
BE=HA=+—HLXEA

2011 2010
—E——F —E-TF
HK$'000 HK$'000
FERT FHET
(unaudited) (unaudited)
(REEZ) (REEZ)
(restated)
(g&EY)
Amortisation of technical BT 0 2 8 6
know-how 578 568
Depreciation e 40,742 33,708
Directors’ remuneration EExMWe
Fees e 180 180
Salaries, allowances and e R RED S
benefits in kind 1,630 1,193
Retirement benefit scheme RIREFET IR
contributions 6 6
Equity-settled share-based LA R 4% 5 30 LA R 19
payments Yz IE - 8,975
1,816 10,354
Other equity-settled share-based H Aty DARRHE 48 B A0 LARR 1
payments Y2 FRE - 11,645
Write off of property, plant and WY % - R R
equipment 6,993 -
Interim Report 2011 Huafeng Group Holdings Limited 21
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
29 A B 5 R o o

For the six months ended 31 March 2011
E o E——F = F=+—HI A

8. DIVIDENDS 8. ’E

Six months ended 31 March

BE=ZHA=+—HiLXEA
2011 2010
S
HK$'000 HK$'000
FBxT FHET
(unaudited) (unaudited)
(REER) (RE&EZ)

Proposed interim dividend — BR g R ER
HK$Nil (2010: HKS$Nil) TETZHERE

per ordinary share (ZZ—ZF :THT) - -

Final dividend for the year ended ~BZE=-Z—ZF 1A

30 September 2010 approved =t+HRIEFEEHRE
and paid — HK$Nil (2009: WE IR 2L @R
HKO.5 cent) per ordinary share THEITZREARE
(ZTTNF:
0.571l) - 6,611
- 6,611
22 Huafeng Group Holdings Limited Interim Report 2011

FUKEEZERERDE —E-—FhHRY



NOTES TO THE CONDENSED FINANCIAL STATEMENTS
29 A B 5 R o

For the six months ended 31 March 2011
B E——F = =+—HiF~MEA

9. EARNINGS PER SHARE 9.

The calculation of basic and diluted earnings
per share is based on the following:

SREF
SREARBERNZHERENT -

Six months ended 31 March

BE=ZA=+—HLXEA
2011 2010
—E——F T -TF
HK$'000 HK$'000
FHExT FHET
(unaudited) (unaudited)
(REER) (REEZ)
Earnings 2R
Earnings for the purpose of AU EGRERET]
calculating basic earnings el
per share 10,948 31,335
Finance costs saving on conversion #5582 4% ~ al
of convertible bonds outstanding A% {E5RF & 2
B 15 AR - 518
Earnings for the purpose of BUGTESREER T
calculating diluted earnings 2B
per share 10,948 31,853
Number of shares RHEE
Weighted average number of AU EEREREF
ordinary shares for the purpose 2 INHE T E B AR
of calculating basic earnings per =]
share 1,446,838,580 1,305,814,954
Effect of dilutive potential ordinary 2R BB #a 7 ] 48 j
shares arising from convertible 1&#%? EZBE
bonds outstanding wmELTBERYE - 57,692,307
Effect of dilutive potential ordinary B3R A% #E & WEEZ
shares arising from warrants /QET%&E,%@HQ“ ! 23,542,925 10,068,972
Effect of dilutive potential ordinary BRI A= 4 2 B 7E
shares arising from share BErakye
options 74,635,938 99,119,343
Weighted average number of AU ESREERT
ordinary shares for the purpose Z g E @k
of calculating diluted earnings L=
per share 1,545,017,443 1,472,695,576
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
29 A B 5 R o o

For the six months ended 31 March 2011

BE—F——

24

F=H=1—Hi1EAH

EARNINGS PER SHARE (Continued)

The computation of diluted earnings per share
for the six months ended 31 March 2011 did
not assume the conversion of the outstanding
convertible bonds as the impact of the
conversion of the convertible bonds was anti-
dilutive.

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 31 March
2011, the Group acquired property, plant and
equipment of approximately HK$65,786,000
(2010: HK$39,634,000).

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.

Huafeng Group Holdings Limited
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sRERN (H)
RBE-_Z——F=A=1t—HILRX
BA mrER R Es RS
B YEREERN A ETERR
R 7 A A S i o

VEREE T
RBE-ET——F=A=+-ALX
EAERMEE 2R G
% 411865,786,000%8 7T (=B — T -
39,634,000/ 72 ) °

W E 5 R
AEE-REEREBEIBERTRT
B0REI20R 2 EEH - NEE k%
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

7 B B 75 3 R B =

For the six months ended 31 March 2011
B E——F = =+—HiF~MEA

11.  TRADE RECEIVABLES (Continued)

An aging analysis of trade receivables at the
end of reporting period, based on the date
of recognition of the service income or goods
sold, is as follows:

1. EWEZRR(E)

REFBRBWAKCES M2 HH
FHE - RUE SRS MR 2 Rk
DHTEAT :

31 March 30 September
2011 2010
—EB——fF —T—TF
=A=+—8 hA=+AH

HK$'000 HK$'000
FHERT FHT
(unaudited) (audited)

(REER) (EEZ)

0 - 30 days 0-30X& 67,547 62,452
31 - 60 days 31 - 60K 25,892 59,834
61 - 90 days 61 - 90K 32,653 49,386
Over 90 days 90K A £ 27,112 13,179

153,204 184,851

12. TRADE PAYABLES

The Group normally obtains credit terms
ranging from 30 to 90 days from its suppliers.

Interim Report 2011
“E-—FhHRE
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AR [ — AR R R IR 30K 290K
ZIEEH-

Huafeng Group Holdings Limited 25
EOEEERBERAA



NOTES TO THE CONDENSED FINANCIAL STATEMENTS
29 A B 5 R o o

For the six months ended 31 March 2011
E o E——F = F=+—HI A

26

TRADE PAYABLES (Continued)

An aging analysis of the trade payables at the
end of reporting period, based on the date of

12. ENEZRR(E)

RIBWEBEE Z B miEm A H
FHE - ENE SRR E R Rk

receipt of consumables or goods purchased, ST :
is as follows:

31 March 30 September
2011 2010
—®-——F —T-TF
=A=+—8 hA=+H
HK$'000 HK$'000
FHET THET
(unaudited) (audited)
(REEX) (&%)
0 - 30 days 0-30Xk 18,386 25,202
31 - 60 days 31 -60X 7,010 14,288
61 - 90 days 61 - 90K 5,303 7,566
Over 90 days 90K LA E 1,964 1,338
32,663 48,394

CONVERTIBLE BONDS

On 9 October 2009, the Company and
Tanrich Capital Limited (the “Placing Agent”)
entered into a placing agreement in relation
to the placing of convertible bonds (the
“Placing Agreement”). Pursuant to the Placing
Agreement, the Company issued the three-
year 1% coupon convertible bonds (the
“Convertible Bonds”) up to an aggregate
principal amount of HK$150 million. Based
upon the initial conversion price of HK$0.28
per conversion share, a total of 535,714,277
shares (with an aggregate nominal value
of approximately HK$5,357,000) would be
allotted and issued upon the exercise of all the
conversion rights attached to the Convertible
Bonds.

Huafeng Group Holdings Limited
EULREEZERBERAR

13. ABRREH

RZZEZAF+ANA ARAERK
MRAEERAR ([RERE]) A

& AL R 55 5T S B fh R
W l) o IRIREE W

(M=
DR EAT

A& 48 %8 & % /150,000,000 7T 2
“FEH-EARBRES ([ATRRE

%) RIB A

FRIR R

028 TLatE AR ERBENT 2 2
AR AR TT 1R AR B R BT

A $£535,714, 27 7B B 19 (4

5,357,000/ 7T ) °

EEELNS

Interim Report 2011
“E-—FhHRE



NOTES TO THE CONDENSED FINANCIAL STATEMENTS
29 A B 5 R o

For the six months ended 31 March 2011
B E——F = =+—HiF~MEA

13.

CONVERTIBLE BONDS (Continued)

The placing of the Convertible Bonds (the
“First Tranche Bonds”) in the principal
amount of HK$60,000,000 under the
Placing Agreement was completed on 11
February 2010. Based on the conversion
price of HK$0.28, a maximum number
of 214,285,710 conversion shares will be
allotted and issued upon exercise of the
conversion rights attached to the First Tranche
Bonds in full.

The placing of the Convertible Bonds (the
“Last Tranche Bonds”) in the principal
amount of HK$90,000,000 under the Placing
Agreement was completed on 20 April 2010.
Based on the conversion price of HK$0.28, a
maximum number of 321,428,567 conversion
shares will be allotted and issued upon
exercise of the conversion rights attached to
the Last Tranche Bonds in full.

Any outstanding amount of the Convertible
Bonds can be converted at any time after the
date of issue of the Convertible Bonds at a
conversion price of HK$0.28.

Interim Report 2011
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BB ES (F)

RZE—TF_A+—H KARZEK
TR R A & 17735 B B 2 € 88 4360,000,000
Bz A BRRES (TE—HtEH]) -
BRI AR EO.28B et B ME— L&
HUEIN 2 MR R TEE He
e %8 [ 31752 %214,285,7 100 42 % A%

,T/'\ °

R-ZE—FFNA-+H KARFITHK
TR IR A & 17735 Bl B 28 € %6 4390,000,000
BrzaaRkES ([HE—HE
#1)  RIEBRRBO2SHB AT E R
e —HLEFREN 2 R R R E T
1& - % & B8 & ¥ 17/ 321,428,567
B2 AR AR 1D

MR BT AR TR ES
ZAEfAIARIEE S A BER IR AE0.28
BT
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
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For the six months ended 31 March 2011
BEr—FT——F=H=+—HI A

13.

28

CONVERTIBLE BONDS (Continued) 13. R ES (F)
The proceeds received from the issue of the BTN MEEAE S HREBERIE T
Convertible Bonds have been split into the FRDBAEID BRI
liability component and equity component as
follows:
First Tranche Last Tranche
Bonds Bonds Total
E-HEF BE-MEF HEt
HK$'000 HK$'000 HK$'000
FHET FHET FHET
Nominal value of the ARRESEE
Convertible Bonds 60,000 90,000 150,000
Transaction cost related to HEEHHERZ
liability component X%}ﬁzﬁ (1,521) (2,317) (3,838)
Equity component g (9,286) (12,759) (22,045)
Liability component at the date of R E1THHZ
issue BEHD 49,193 74,924 124,117
Interest charged BNk ZFE 2,471 2463 4,934
Interest paid BRZFE (81) - (81)
Liability component at RZZE—ZFNA
30 September 2010 (audited) =tTHZEBEDD
(fe2=%) 51,583 77,387 128,970
Interest charged BB ZFE 2,007 2,808 4,815
Interest paid BRI ZFIE (301) (404) (705)
Liability component RZE——%=H8
at 31 March 2011 (unaudited) =+—HZ&f&
B (REEERZ) 53,289 79,791 133,080
Equity component at the date of E"?é‘ﬂ HEz
issue 9,286 12,759 22,045
Transaction cost related to DIz
equity component (279) (383) (662)
Equity component at RZZT—TF
30 September 2010 (audited), 71)5! T8 (g#
1 October 2010 and 31 March ~ #%) » —Z—ZF
2011 (unaudited) +TA—-BARK
—T——%=A
=t—Hz#Ex
o (RgER) 9,007 12,376 21,383
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

7 B B 75 3 R B 5

For the six months ended 31 March 2011
B E——F = =+—HiF~MEA

14.  CONTINGENT LIABILITIES 14. RABE
The Group did not have any significant R-TE——F=f=+—H AKEEL
contingent liabilities at 31 March 2011 (At 30 BEMERKABE (RZZE—ZFN
September 2010: Nil). A=+H:®\E)-
15. COMMITMENTS 15. TRIE
The Group had the following commitments: REE 2 AENT
31 March 30 September
2011 2010
—E——F —E-TF
=A=+-—H hA=+8
HK$'000 HK$'000
FHER FHT
(unaudited) (audited)
(REERZ) (&%)
Contracted but not provided for: EHENEES R
Construction of buildings BFEE 7,418 7,576
Purchase of plant and machinery & B &= & # 22 21,440 31,080
Purchase of a parcel of land EE i 1,276 1,218
30,134 39,874
16.  APPROVAL OF FINANCIAL STATEMENTS 16.  RUEMBERRE

The financial statements were approved and
authorised for issue by the Board of Directors
on 27 May 2011.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWEDN

FINANCIAL REVIEW

For the Period, the Group’s revenue
decreased by 9.4% as compared to
the corresponding period last year to
approximately HK$328.6 million (2010:
approximately HK$362.6 million), gross
profit decreased by 35.2% as compared
to the corresponding period last year to
approximately HK$57.0 million (2010:
approximately HK$87.9 million), and gross
profit margin significantly decreased to
17.3% (2010: 24.2%). The decrease was
mainly due to the significant continuous
increase in production costs including
depreciation charges on the new factory
premises and production facilities, raw
material and labor costs, as well as the
decreased export demand caused by
the consistent appreciation of Renminbi
(“RMB”) during the Period. During the
Period, profit attributable to owners of the
Company decreased by 65.1% as compared
to the corresponding period last year to
approximately HK$10.9 million (2010:
approximately HK$31.3 million). The loss on
written off of property, plant and equipment
is also a reason for the decrease in the profit
attributable to owners of the Company.

30 Huafeng Group Holdings Limited
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Bt 7% Bl B8

AR - AN R B A B 2K R R EROR
19.4%Z #9328,600,000/8 T ( — & —
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWEDN

BUSINESS REVIEW

During the Period, although the global
economy gradually recovered, the significant
increase in oil prices and raw material
prices, constant growth in labor costs
and the increasing market competition
posed great challenges to the business
environment of China’s textile industry.
Furthermore, the consistent appreciation
of the RMB against United State dollars
(“USD”) led to the decreased demand from
some of the overseas clients. In spite of
the unfavorable factors during the Period,
leveraging on its good reputation and strong
customer base, the Group maintained its
overall business competitiveness through
strict cost control measures and flexible
marketing strategies. During the Period,
the Group’s revenue arising from the
provision of fabric processing services and
manufacture and sale of fabrics decreased
by 14.9% to approximately HK$273.4
million, while revenue from manufacture
and sale of yarns and blankets increased by
34.0% to approximately HK$55.2 million.

Interim Report 2011
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BINEP 2B R Tk - BERAREE
HEEANEER A ARBEEREE
REGENEERP AR FBBEMRK
ARG R BT SRR FIA
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWEDN

The first phase of the Group’'s newly
established premises in Jiangxi has begun
mass production of blankets and contributed
to a revenue of approximately HK$16.8
million during the Period (2010: HK$Nil).
As the demand of blanket is increasing, we
foresee that the revenue in Jiangxi plant will
continuously increase in the coming future.
The Group is convinced that the growing
China economy, rising household income
and the steadily developing property market
in China will provide enormous impetus for
future development of the Group’s blanket
production and sales.

BUSINESS PROSPECTS

The global economy continues to recover,
but there are still many uncertainties in
the macro business environment. The
fluctuations in raw material prices for
textile products, the consistent appreciation
of RMB and the increasingly intensified
trade protectionism around the world
bring immense challenges to the future
development of China’s textile industry.

32 Huafeng Group Holdings Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWEDN

The Group will continue to implement its
strict cost control measures and dedicate
efforts to penetrate the domestic market
in order to steadily develop its current
business. Meanwhile, the Group will
proactively search for potential favorable
expansion, merger and acquisition
opportunities, so as to realize the long-
term business diversification strategy, and
to further enhance its revenue sources and

profitability.

In April 2010, the Group signed a
memorandum of understanding in relation
to the proposed acquisition of 67.5% equity
interest in a gold mine in Liaoning Province
of the PRC, in order to be well positioned
in realizing the business diversification
strategy and bring maximized returns to the
shareholders of the Company.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWEDN

LIQUIDITY AND FINANCIAL
RESOURCES

At 31 March 2011, the Group had
current assets of approximately HK$831.4
million (30 September 2010 as restated:
approximately HK$842.5 million) and
current liabilities of approximately
HK$415.2 million (30 September 2010:
The

current ratio (calculated as current assets to

approximately HK$434.7 million).

current liabilities) increased from 1.94 as at
30 September 2010 to 2.00 as at 31 March
2011. The gearing ratio (calculated as the
total bank borrowings and the convertible
bonds to total shareholders’ equity) had
dropped from 0.18 as at 30 September
2010 to 0.16 as at 31 March 2011. These
ratios were at reasonably adequate levels
as at 31 March 2011 while the Group had
sufficient resources in meeting its short-
term and long-term obligations.

34 Huafeng Group Holdings Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEEFNWEIN

The Group principally met its funding
requirements by cash flows from operations.
During the Period, the net cash inflow from
operating activities and net cash used in
financing activities were approximately
HK$157.8 million and approximately
HK$29.4 million. The total bank borrowings
decreased by 16.3% to approximately
HK$119.6 million (30 September 2010:
approximately HK$142.8 million). At 31
March 2011, the Group had total bank
borrowings of approximately HK$119.6
million repayable within one year and
HK$Nil (2010: HK$Nil)
than one year. The bank borrowings were

repayable more

subjected to fixed interest rate and floating
interest rates, which were 0% and 100%
respectively. The Group’s bank borrowings
were primarily denominated in RMB and
Hong Kong dollars (“HKD”). For the Group’s
total bank borrowings as at 31 March 2011,
44.8% of the balance was denominated
in RMB and 55.2% of the balance was
denominated in HKD. There are no seasonal
adjustments with respect to the Group’s
borrowings.

At 31 March 2011, the Group's bank
borrowings were secured by (i) certain
buildings of the Group and (ii) corporate
guarantees given by the Company and its
two subsidiaries.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWEDN

CAPITAL STRUCTURE

The total number of issued share capital
of the Company as at 31 March 2011 was
1,446,838,580 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 USD. In view of the
currency peg between HKD and USD
and a relatively strong RMB at HK$1.00
equal to RMBO0.84 (as at 31 March 2011),
the fluctuations of foreign currencies
did not have a significant impact on the
performance of the Group.

CAPITAL EXPENDITURE

During the Period, the total capital
expenditure of the Group for the expansion
of various plants and erection of new
buildings was approximately HK$65.8
million (2010: approximately HK$39.6
million).
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWEDN

CHARGES ON ASSETS

The Group's bank borrowings are secured
by certain buildings of the Group with a total
carrying value of approximately HK$43.2
million at 31 March 2011 (30 September
2010: approximately HK$42 million) and
corporate guarantees given by the Company
and its two subsidiaries (30 September
2010: corporate guarantees given by the
Company and its two subsidiaries).

CONTINGENT LIABILITIES

The Group did not have any significant
contingent liabilities as at 31 March 2011
(30 September 2010: Nil).

MATERIAL ACQUISITION OR
DISPOSAL OF SUBSIDIARIES

The Group had no material acquisition or
disposal of subsidiaries during the Period.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWEDN

EMPLOYMENT INFORMATION

At 31 March 2011, the Group had a total
of 2,221 (2010: 2,257) 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$36.3 million (2010:
approximately HK$52.7 million). During the
Period, the amount of the equity-settled
share-based payment included in the
staff cost is HK$Nil (2010: approximately
HK$20.6 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.
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DISCLOSURE OF ADDITIONAL INFORMATION

ff hn & R R

INTERIM DIVIDEND

The Board has resolved not to pay an
interim dividend for the Period (2010:

HK$NIl).

MEMORANDUM OF
UNDERSTANDING

On 21 April 2010, the Company entered into
the memorandum of understanding with a
vendor (the “Vendor”), an independent third
party, in relation to a proposed acquisition
of an entire registered capital in a company
(the The Target
Company is incorporated in the British

“Target Company”).

Virgin Islands and is principally engaged
in investment holding and is expected to
hold 67.5% effective interest in a gold
mine in Liaoning Province of the PRC.
The consideration of the acquisition was
RMB400 million. Further details are set out
in the Company’'s announcement dated 21
April 2010.

On 20 April 2011, the Company and the
Vendor entered into a fourth supplemental
memorandum of understanding, pursuant to
which the Company extended the exclusive
period from twelve calender months to
fifteen calendar months from the date of
the memorandum of understanding for
conducting due diligence exercise on the
Target Company.
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DISCLOSURE OF ADDITIONAL INFORMATION

Ff b & R R

DUAL LISTING

On 28 December 2006, the Company made
a pre-application to the Korea Exchange
(the “KRX") for the establishment of the
Korea Depository Receipts Programme
(the “KDR”) on the KRX and the Company
applied to the relevant authorities for the
listing of not more than 300 million new
shares (equivalent to 6 million KDRs)
under the KDR, by way of public offering
in KRX on 16 February 2007. The offering
was approved by the Financial Supervisory
Service of Korea on 9 November 2007.
Subsequently the Company was successfully
dual listing in both Hong Kong and
Korea on 26 November 2007. For further
details, please refer to the Company’s
announcements dated 27 December
2006, 16 February 2007, 27 June 2007,
23 October 2007 and 9 November 2007
together with the Company’s circular dated
28 February 2007. On 8 March 2010, the
disclosure agent in Korea was changed from
Hanul Disclosure Services Co., Ltd. to Value
C&l Consulting Co., Ltd..
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DISCLOSURE OF ADDITIONAL INFORMATION

ff hn & B R

DIRECTORS’ AND CHIEF
EXECUTIVES’ INTERESTS AND
SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND
DEBENTURES

As at 31 March 2011, the interests and
short positions of the director/directors of
the Company (the “Director” or “Directors”)
and chief executives of the Company or
their respective associates in the shares,
underlying shares and debentures of
the Company or any of its associated
corporations (within the meaning of Part
XV of the Securities and Futures Ordinance
(Cap. 571, Laws of Hong Kong) (the “SFQ"))
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 of interests
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 Issuers (the “Model Code”) as set out
in Appendix 10 of the Rules Governing the
Listing of Securities (the “Listing Rules”)
were as follows:
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DISCLOSURE OF ADDITIONAL INFORMATION

Ff b & R R

Long positions wa
Ordinary Shares of HK$0.01 each of the ARAGEREEO.01B T2 ZBER
Company
Approximate
percentage of
Type of Number of shareholding in
Name of Director Capacity interest shares held the Company
REQFZ
EEpE 87 EEY HMEROHE #HAERESH
Mr. Cai Zhenrong Beneficial owner Personal 463,041,000 32.00%
BIRKEE ExmEBA A
Mr. Cai Zhenyao Beneficial owner Personal 58,472,000 4.04%
BiRBEE ExmEBA B A (Note 1)
(BF&ED)
Mr. Cai Zhenying Beneficial owner Personal 13,220,000 0.91%
BIRE S A ExEBA B A (Note 2)
(BF&E2)
Mr. Cai Yangbo Beneficial owner Personal 14,270,000 0.99%
BEREE EaEBA A
Mr. Choi Wing Toon Beneficial owner Personal 2,000,000 0.14%
KB R E EaEBA A

42 Huafeng Group Holdings Limited
EULREEZERBERAR

Interim Report 2011
“E-—FhHRE



DISCLOSURE OF ADDITIONAL INFORMATION
Ff A& ¥

Approximate
percentage of

Type of Number of shareholding in
Name of Director Capacity interest shares held the Company
RERARZ
EEHE B REBE FRROBE #HOERESH
Ms. Choy So Yuk, JP Beneficial owner Personal 1,200,000 0.08%
BERTLLT A F#t ERBEA EUN (Note 2)
(Hi5E2)
Mr. Wong Siu Hong Beneficial owner Personal 1,200,000 0.08%
BERELE ERBEA A
Notes: Fd 5

1: These shares include 13,220,000 shares 1: ZEWHEHE13,220,0000% 815 « THiR

which are the share options granted to Mr. BARARZZEE_FN\A=1+HE
Cai Zhenyao under the share option scheme 4o AR Al ([EAERTE ) T
adopted by the Company on 30 August 2002 BARB I B -

(the “Share Option Scheme”).

2: These shares are the share options granted to 2 ZF W% Jh A A 7R IE B8 A & =+ 8%
the Directors by the Company under the Share FTEEERE-
Option Scheme.
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DISCLOSURE OF ADDITIONAL INFORMATION

By b & R R

Save as disclosed above, as at 31 March
2011, 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 of interests 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.
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DISCLOSURE OF ADDITIONAL INFORMATION

ff hn & R R

SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT
POSITIONS IN SHARES,
UNDERLYING SHARES AND
DEBENTURES

As at 31 March 2011, to the best knowledge
of the Directors, the following person (other
than a Director and chief executives of
the Company) who had interests or short
positions in the shares, underlying shares
and debentures 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 of interests required to be
kept by the Company pursuant to Section
336 of the SFO:

FTERRRERS  HEARHG K
BREIFZREERKA

RZB——H=A=+—H BE$FMH
RA U TAL(EFRERRITHRA
BRI RAR B - R D RE
REREARBES RAEKRHIEXV
BH2R37 BIEX AA R R E 2 Eam
FRE  ARBRARAIREEF LB
BIRPIFE336GMTEF B 2 et B fit
ZRERIKR

Long positions #a
Ordinary Shares of HK$0.01 each of the KA EEREE.O1ETZEER
Company
Approximate
percentage of
Number of shareholding
Name of shareholder Capacity shares held in the Company
RAERTEZ
REREH g% BERGOHE BAKRBE D
Ms. Su Liyuan Interest of spouse 463,041,000 32.00%
BEExL R (Note)
(PEE)
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DISCLOSURE OF ADDITIONAL INFORMATION

By b & R R

Note: These 463,041,000 shares are held and
beneficially owned by Mr. Cai Zhenrong, an
executive Director. Ms. Su Liyuan, is the wife
of Mr. Cai Zhenrong and is deemed to be
interested in these 463,041,000 shares under
the SFO.

Save as disclosed above, as at 31 March
2011, 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
underlying shares or debentures 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 of interests required to be
kept by the Company pursuant to Section

336 of the SFO.
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DISCLOSURE OF ADDITIONAL INFORMATION

ff hn & R R

DIRECTOR’S RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Save as disclosed under the headings
“Directors’ and chief executives’ interests
in and short positions in shares, underlying
shares and debentures” and “Share Option
Scheme”, 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
or their associates (as defined in the Listing
Rules) to acquire benefits by means of the
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 Share Option Scheme and
movements in such holdings during the
Period:
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DISCLOSURE OF ADDITIONAL INFORMATION

By b & R R

Number of share option

BREHE
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 1.10.2010 Period Period Period 31.3.2011
(HKS)

R-%-%8% RZ%--%
SRERE +A-R REBH REHHE WASE =ZA=t+-8
REA RERE  EH k@ HARTE R 34 i HARTR

(#7)

Directors
£
Mr. Cai Zhenyao 1.3.2010 1.3.2010- 052 13,220,000 - - - 13,220,000
BRRLE 28.2.2015
Mr. Cai Zhenying 1.3.2010 1.3.2010- 052 13,220,000 - - - 13,220,000
BREEE 2822015
Ms. Choy So Yuk, /7 1.3.2010 1.3.2010- 0.52 1,200,000 - - - 1,200,000
BRIQL AL 2822015
Subtotal 27,640,000 - - - 27640000
N
Employees 5122008  5.12.2008- 0.125  35400,000 - - - 35,400,000
{3 4.12.2011
Employees 1152009  11.5.2009- 0.255 123,920,000 - - - 123,920,000
{3 10.5.2014
Employees 1.3.2010 1.3.2010- 052 66,100,000 - - - 66,100,000
{3 28.2.2015
Total 253,060,000 - - - 253,060,000
@&t
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DISCLOSURE OF ADDITIONAL INFORMATION

ff b & R R

During the Period, no options were
exercised under the Share Option Scheme.

On 4 April 2011, the Company granted
144,600,000 share options to individual
under the Company’s share option scheme
adopted on 30 August 2002.

Details of the specific categories of options
are as follows:

R - SR BB O AR R R A A =t 8
BT

R-Z——FWHAMA ARARER
RIZZ-F A=+ HERM 2 ERE
| A %% H1144,600,00017

b=113
+
B
)y
=
o0

FEBMNZBREFBET:

Year Date of grant Exercise period Exercise price
F 14 B T TEE

HK$

BT
2008 5.12.2008 5.12.2008-4.12.2011 0.125
2009 11.5.2009 11.5.2009-10.5.2014 0.255
2010 1.3.2010 1.3.2010-28.2.2015 0.52
2011 4.4.2011 4.4.2011-3.4.2016 0.40

If the options remain unexercised after the
exercise period from the date of grant, the
options will expire. Options are forfeited if
the employee leaves the Group before the
options vest.
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DISCLOSURE OF ADDITIONAL INFORMATION

By b & R R

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.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code
set out in Appendix 10 of the Listing Rules
on the Stock Exchange as its own code of
conduct regarding securities transactions
by the Directors. Having made specific
enquiry by the Company, all Directors
have confirmed their compliance with the
required standard set out in the Model Code
during the Period.

CORPORATE GOVERNANCE

The Company has adopted most of the
code provisions as stated in the Code on
Corporate Governance Practices (the “CG
Code”) contained in Appendix 14 to the
Listing Rules and the Board is committed to
complying with the CG Code to the extent
that the Directors consider it to be practical
and applicable to the Company.
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DISCLOSURE OF ADDITIONAL INFORMATION

ff hn & R R

The corporate governance principles of
the Company emphasize an effective
Board, sound internal control, appropriate
independence policy, transparency and
accountability to the shareholders of
the Company. The Board will continue
to monitor and revise the Company’s
governance policies in order to ensure
that such policies may meet the general
rules and standards required by the Listing
Rules. The Company had complied with the
CG Code throughout the Period with the
following deviation:

Code Provision A.2.1

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, including
the chairman of the Company. The Board
considers that this arrangement allows
contributions from all executive Directors
with different expertise and is beneficial
to the continuity of the Company’s policies
and strategies and the interest of the
shareholders of the Company as a whole.
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DISCLOSURE OF ADDITIONAL INFORMATION

By b & R R

AUDIT COMMITTEE

The Company has established the Audit
Committee in accordance with the
requirements of the CG Code for the
purposes of reviewing and providing
supervision over the Group’s financial
reporting process and internal control.
The Audit Committee comprises three
independent non-executive Directors. The
interim results for the Period are unaudited,
but have been reviewed and approved by
the Audit 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, 27 May 2011
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