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INTERIM RESULTS
R

The board (the “Board”) of directors (the
“Directors”) 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 2012 (the
“Period”). The interim results for the Period
are unaudited, but have been reviewed by
the audit committee of the Company (the
“Audit Committee”).

ELEEERER AR ([RAAGR])E
E([Exg([EFg])MARMHAE
ARIREWBAR (FEAIAERE])
BHE-_Z——F=A=+—HLAE
R (TAHE]) 2 REERBREZEE %
B REIM R EIRBERKEEZ HEE
BHARAIEZEZEG ([E%EZES®])
=
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CONDENSED CONSOLIDATED INCOME STATEMENT

GRS

For the six months ended 31 March 2012
BEr—F——F=H=+—HI A

Six months ended
31 March
BEZ=A=1+-HLEAMEA

2012 2011
= —
HK$'000 HK$'000
TER FAR
Note (unaudited) (unaudited)
MisE (REER) (REBER)
REVENUE KA 3 254,645 328,563
Cost of services provided and RERBKARR
cost of sales HERA (213,293) (271,580)
GROSS PROFIT E 41,352 56,983
Other income Hip A 4 2,887 4274
Selling and distribution expenses HERAPERT (10,403) (10,583)
Administrative expenses BlEGk (20,751) (21,569)
Other operating expenses HEpBERY - (6,993)
PROFIT FROM OPERATIONS BEEHER 13,085 22,112
Finance costs BBMA 5 (6,526) (8,723)
Loss on disposal of investment LERENEER
properties (46,656) -
Loss on disposal of subsidiaries LENBRARIZER 14 (2,386) -
(LOSS)/PROFIT BEFORE TAX BB (B8)BH (42,483) 13,389
Income tax credit/(expense) HEHES/ (FX) 6 6,432 (2,441)
(LOSS)/PROFIT FOR THE PERIOD KRRERAER
ATTRIBUTABLE TO OWNERS OF 0E(F8) /&5
THE COMPANY 7 (36,051) 10,948
(LOSS)/EARNINGS PER SHARE R (EFR)/BA 9
Basic 2K HK(2.5) cents B4l HKO.8 cents &1l
Diluted #E NARER  HKO.7 cents A1l
6 Huafeng Group Holdings Limited Interim Report 2012
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
MRARE2ERARR

For the six months ended 31 March 2012
B ——fF=F=+—HiF~EA

Six months ended

31 March
BEZ=A=1+-HLEAMEA
2012 2011
—g-C-f —E——F
HK$'000 HK$'000
Thn FAR
Note (unaudited) (unaudited)
Mt (REER) (REBER)
(LOSS)/PROFIT FOR THE PERIOD B (F8) /%A (36,051) 10,948
Other comprehensive income: Ht2EMA:
Exchange differences on translating ~ BEGHNEK 2
foreign operations ERES 9,296 66,049
Exchange differences reclassified HERBARE
to profit or loss on disposal of BELZE
subsidiaries ENoEZER 14 (5,631) -
OTHER COMPREHENSIVE INCOME FOR BB & HEH
THE PERIOD, NET OF TAX 2ERA 3,665 66,049
TOTAL COMPREHENSIVE INCOME FOR KARBEAEGDE
THE PERIOD ATTRIBUTABLE TO 2EBAEE
OWNERS OF THE COMPANY (32,386) 76,997
Interim Report 2012 Huafeng Group Holdings Limited 7
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

BRGEEMBRRE

At 31 March 2012
Yl o5 ——lEs Bl =g — /5

31 March 30 September
2012 2011
—E--f —Z——F
ZA=t-H AA=1H
HK$'000 HK$'000
TER TAT
Note (unaudited) (audited)
MisE (RBEH) (BEH)
NON-CURRENT ASSETS FRBEE
Property, plant and equipment nE- BEREE 10 889,124 909,591
Investment properties RENE - 51,606
Intangible assets BREE 6,816 7,398
Available-for-sale financial assets HREEzSRHEE 1,290 1,281
Deposits paid for acquisition of long- ~ WERHEESNZ
term assets %e 68,724 68,232
Other long term receivable HRBENFE 53,200 53,200
1,019,154 1,091,308
CURRENT ASSETS RBEE
Inventories RE 55,741 56,208
Trade receivables EWE SRR 11 148,137 152,147
Prepayments, deposits and other AR R R
receivables HthEWIE 97,453 109,947
Fixed bank deposits THRITER 155,262 154,901
Bank and cash balances RIORREEH 389,146 357,432
846,339 830,635
CURRENT LIABILITIES RBEE
Trade payables ENESERR 12 28,820 30,243
Other payables and accruals HEMERFRER
E:ER 201,084 194,626
Interest-bearing borrowings SRR 24,000 48,000
Current tax liabilities MERBEE 13,895 14,416
Convertible bonds R ES 13 56,917 -
324,716 287,285
NET CURRENT ASSETS RBEEFE 521,623 543,350
TOTAL ASSETS LESS CURRENT BEERRBEE
LIABILITIES 1,540,777 1,634,658
8 Huafeng Group Holdings Limited Interim Report 2012
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (Continued)

BAGERBERRR (8)

At 31 March 2012
RE-F——F=F=+4—H

31 March 30 September

2012 2011
=
=ZA=t-H JEEEH
HK$'000 HK$'000
Thn FET
Note (unaudited) (audited)
fizE (REER) (BER)
NON-CURRENT LIABILITIES FRBaR
Convertible bonds BRER 13 84,787 137,328
Deferred tax liabilities EREHEEE 16,551 25,505
101,338 162,833
NET ASSETS EERE 1,439,439 1,471,825
CAPITAL AND RESERVES BRARHE
Share capital A 14,468 14,468
Reserves i 1,424,971 1,457 357
TOTAL EQUITY AR 1,439,439 1,471,825
Approved by the Board of Directors on 30 May 2012
R-E-——FERA=+EKEESHE
Cai Yangho Choi Wing Toon
Director Director
o 2
Interim Report 2012 Huafeng Group Holdings Limited 9
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

BRGEREZDR

For the six months ended 31 March 2012
A E——F= A =+—HIF A

(Unaudited)
(#EFR)
Attributable to owners of the Company
ANREEARL
Share-
Properties based ~ Convertible
Share revaluation ~ Wamants  payment bonds ~ Translation  Retained Total
premium Teserve Tesenve Teserve Tesenve Teserve profits equity
HRf
HEEfE PREE %Mz WER
kb i fE  RERE ESHE  RERE  REE Bz
(note 13)
(Hit13)
HKS000  HKSO00  HKSO00  HKS000  HKSO00  HKS000  HKS000  HK000
T Tin T Tin T Tin T Tin
At 1 October 2010 500,524 45123 2,149 28,057 2383 144298 731,066 1487068
Total comprehensive income
for the period - - - - - 66,049 10,948 76,997
Disposal of properties - (739) - - - - 739 -
Changes in equity for the period = (739) - - - 66049 11,687 76997
At 31 March 2011 500,524 44,384 2,149 28,057 2383 210347 742753 1564065
Representing:
At 31 March 2011 after proposed
interim dividend 1,564,065
Proposed interim dividend -
Equity attributable to owners of
the Company 1,564,065
At 1 October 2011 50054 62897 2149 50173 0383 226527 593704 14718%5
Total comprehensive income
for the period - - - - - 3665 (3605)  (32380)
Lapse of share options granted
in prior years - - - (1,618) - - 1618 -
Lapse of warrants issed in prior years - - (2,149) - - - 2149 -
Disposal of subsidieries - (5,521) - - - - 5521 -
Changes in equity for the period - (6521) 49 (1618 - 3665 (26763 (32380)
At 31 March 2012 500,524 57376 - BB5H 0383 30192 566941 1439439
Representing:

At 31 March 2012 after proposed
interim dividend
Proposed interim dividend

Equity attributable to owners of
the Company

1439439

1439439

'| O Huafeng Group Holdings Limited
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
BHRREHERER

For the six months ended 31 March 2012
B —F——F=H=+—HIF A

Six months ended

31 March
HZ=A=1-HL~EA
2012 2011
—E-C-f —T——F
HK$'000 HK$'000
TER TEL
Note (unaudited) (unaudited)
M (RBER) (REER)
NET CASH GENERATED FROM OPERATING SEE¥BEL
ACTIVITIES BeFE 68,279 157,843
Purchases of property, BENX BRER
plant and equipment B (20,914) (65,786)
Interest received EUAHE 803 494
Proceeds from disposal of investment ~ HERENE
properties R 3,679 =
Disposal of subsidiaries HEMBAR 14 3,220 =
Increase in fixed bank deposits EHRAFIEM (361) -
NET CASH USED IN INVESTING REZBA
ACTIVITIES BEFE (13,573) (65,292)
Bank loans raised MERTER - 28,875
Repayment of bank loans BRRTER (24,000 (54,542)
Finance costs paid BB BRA (1,398) (3,713)
NET CASH USED IN FINANCING REEHRAZ
ACTIVITIES RBEFE (25,398) (29,380)
NET INCREASE IN CASH AND CASH ReRRLEHE
EQUIVALENTS ®IFE 29,308 63,171
CASH AND CASH EQUIVALENTS AT BAZEER
BEGINNING OF PERIOD He%E 357,432 243,810
EFFECT OF FOREIGN EXCHANGE RATE ~ SEER2HFE
CHANGES 2,406 13,390
CASH AND CASH EQUIVALENTS ATEND HIAZBER
OF PERIOD, REPRESENTED BY BEEE RE 389,146 320,371
Bank and cash balances RIORREEH 389,146 320,371
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
25 A B 5 R A Y

For the six months ended 31 March 2012

BE_F

il

——F=F=+—Hi~EA

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 2011 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 2011.

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.

RBLEE
AR R IR IR B B & A R
ééﬁ%%Z@mm=EW%MﬁT¢

%Wﬁﬁijﬁ<§%ﬁﬁi%%ﬁ@
AEES EWMARR) ZEREERE
(TE

AEPPBERRERE_T——F 2 F
BB TSR — OB - MEAEAN
BEBRAZ S BRREFAET AR
BE_Z——FhWA=THLFEZ
FEMBMEMAE -

BR AT I8 2 A4S AT B R B A 3R S 2R R

7R 5 B B 7% S 3R 75 1R BRI SE R A 1B 71
e YHEGHRAFEARZETE
FRIEAMEERER -
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
25 A B 5 R A Y

For the six months ended 31 March 2012

BE_F

——F=F=+—Hit~MEA

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
its accounting period beginning on 1 October
2011. IFRSs comprise International Financial
Reporting Standards; International Accounting
Standards (“IAS”); and Interpretations. The
adoption of these new and revised IFRSs
did not result in significant changes to the
Group’s accounting policies, presentation of
the Group’s financial statements 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.

BR A T 48 I AR A& BT B R B 75 % 1 22 R
(%)

MAERE AEE D RARBR S

AIZBeBEfmmERNKREXEARER
RZZ——F+A—BHRKRZEH
A 22 P 8 R AR AE 7T B R B 75
BEEA ([BERMBREEN]) -
%Eﬂﬁi&ii’éﬁ‘l’@%lﬁ,’%ﬁﬂ%iﬁiiﬁ
Al B e a8 (TR SRR
KB IE - R AT &,\ééﬂa HIELS)
BIEEAT S AEE L RFHE
AEEPBRR 25T ARAHE
HREHENER SRHRNEAE

REBYRRBEMBEHRERZ
BRI A5 RS R - AERE R FAE
AR ERIEER P B REE 2%
2 RS A% SR IE IR B 55
SRR EHHELERARMBM
/EM%EXE TE-
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
25 A B 5 R A Y

For the six months ended 31 March 2012

BE_F

3.

——F=F=+—Hi~EA

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.

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 2011. Segment profits
or losses do not include unallocated other
income, unallocated corporate expenses,
finance costs, loss on disposal of investment
properties and loss on disposal of subsidiaries.
Segment assets do not include investment
properties, fixed bank deposits, bank and
cash balances and unallocated corporate
assets.

2 & E
AREBEZMER FHRED LT :

— REAHNMIRB AR ME S
ERHE

- HYREBIEERBEE

AEBZA THREDBRRETRE
o MR 2 SRS T AL - 525 D AP
[ 3% 2675 P 7 Rl B T 05 T SR RS T
EiRE AVASEE

<%’% BRI EAEEHE -
FAA=ZTRLEFEZHHR
KA ERRR - 2 BE A BRI N8
EARDBEEMWA - RO
MERA - WERBEMEZBRENE
WEQEZE%°“%§FIT“%&
B EHRTER RIT MRS
%u&*%M¢¥§§°

Mﬁ
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
25 A B 5 R A Y

For the six months ended 31 March 2012
B —F——F=H=+—HIF A

3L SEGMENT INFORMATION (Continued) 3. 2EBER (&)
Provision of fabric
processing services and
manufacture and Manufacture and sale of
sale of fabrics yams and blankets Consolidated
REFHAMIREAR GUREHZ
HHRERSHE HERKE &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 ~MER ~MEA

2012 2011 2012 2011 2012 2011
Z%--f -“F——% ZB-Zf -“T-—-% ZB-Zf -“T——F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR FHL TER TiEn TR Tin
(unaudited)  (unaudited) ~ (unaudited) (unaudited)  (unaudited) (unaudited)
(REBHK) (REER) (REBK) (REOER) (REBK) (REER)

REVENUE WA
Revenue from external ~ RESNBEF ZHA
customers 213,269 273,360 41,376 55,203 254,645 328,563

Segment profit/(loss) AEER/ (E8) 31,509 293% (15440 (5,503) 16,069 23823

Unallocated other income KA EEAIMA 2,887 4,274
Unallocated corporate A A B 2RX
expenses (5,871) (5,985)
Profit from operations {84 £ 5% 13,085 2,112
Finance costs BRI (6,526) (8,723)
Loss on disposal of HERENEZER
investment properties (46,656) -
Loss on disposal of HENBRRIZER
subsidiaries (2,386) -
(Loss)/profit before tax  BREtAT (E518) /%7 (42,483) 13,389
Income tax credit/ fremKe,/
(expense) (%) 6,432 (2,441)
(Loss)/profit for the period Ei8 (&%) /7 (36,051) 10,948
Interim Report 2012 Huafeng Group Holdings Limited '| 5
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

7 B Bt A5 R R B =

For the six months ended 31 March 2012
B2 —F——F=HF=+—HIFEA

3. SEGMENT INFORMATION (Continued) 3.

DEER (H

Provision of fabric processing
services and manufacture and
sale of fabrics

Manufacture and sale of
yarns and blankets

REHBI TR HHRERZ
URHHBERHEE HERHEE
31 March 30 September 31 March 30 September
2012 2011 2012 2011
—E--F% —T——F —E-CF —T——F
=ZA=t+-H NA=+E =ZA=t-H NA=1H
HK$'000 HK$'000 HK$'000 HK$'000
THET THL TER FEL
(unaudited) (audited) (unaudited) (audited)
(REER) (&&R) (REBER) (&&%)
ASSET &E
Segment assets NHEE 728,549 743,143 537,698 560,379
4, OTHER INCOME 4. Ha A
Six months ended 31 March
BE=HA=+—HLX@EA
2012 2011
—E——F —E——%F
HK$'000 HK$'000
FERT FHET
(unaudited) (unaudited)
(REEZ) (REEZ)
Bank interest income RITHEWA 1,113 1,458
Government grants gl - 248
Rental income HE WA 767 1,414
Subcontracting income ERA 515 970
Others ) 492 184
2,887 4,274
'| 6 Huafeng Group Holdings Limited Interim Report 2012
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

7 B Bt A5 R R P =

For the six months ended 31 March 2012
B —F——F=H=+—HIF A

5 FINANCE COSTS 5. B 3 AR A

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

2012 2011
—B--F —F——F
HK$'000 HK$'000
FET FHT
(unaudited) (unaudited)
(REERZ) (REEEZ)
Interest on bank loans and BITERRBEZ ZF B
overdraft 498 3,008
Interest on convertible bonds AR ES < FLE 5,128 4,815
Bank charges RITEA 900 900
6,526 8,723
6. INCOME TAX (CREDIT)/EXPENSE 6. FrEH (&) BxX

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

2012 2011
ZB-CF —E——F
HK$'000 HK$'000
FET FET
(unaudited) (unaudited)
(REER) (REEZ)
Current tax — the People’s Republic BNEfF{IE —fR#E AR
of China (the “PRC”) enterprise HAE ([HEH])
income tax MBS 1,131 2,441
Deferred tax FEAEF IR (7,563) -
(6,432) 2,441
No provision for Hong Kong Profits Tax is AEERE AL B ERTOEN - &
required since the Group has no assessable EERDBNERELEE (22—
profit during the period (2011: HK$Nil). F BT o
Interim Report 2012 Huafeng Group Holdings Limited '| 7
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
25 A B 5 R A Y

For the six months ended 31 March 2012
R E——F = F=1—HI A

6. INCOME TAX (CREDIT)/EXPENSE (Continued) 6. % (&%) BX (#)

Tax charge on profits assessable in the B2 FERR R R A 2 BIE S TR AR
PRC had been calculated at the rates of tax SEKERERZEERBEAZMER
prevailing in the jurisdictions in which the RIBEBBRAER 2 RITEN 2ER
Group operates, based on existing legislation, EHIETE -

interpretation and practices in respect thereof.

7. (LOSS)/PROFIT FOR THE PERIOD 7. R (E8), &7
The Group’s (loss)/profit for the period is RNEEZERE (B18) 5 F TRk
arrived at after charging: AT RIABER:

Six months ended 31 March
BE=A=t—HLAKEA

2012 2011
—B-——F —E——F
HK$'000 HK$'000
FHT FHET

(unaudited) (unaudited)
(REERZ) (REEEZ)

Amortisation of technical T A0 A 8
know-how 613 578
Depreciation e 34,744 40,742
Directors’ remuneration EEWS
Fees Fiakery 180 180
Salaries, allowances and e EMR
benefits in kind B = 1,588 1,630
Retirement benefit scheme RIREFEH B 5K
contributions 6 6
1,774 1,816
Write off of property, plant and WY % - BE R
equipment - 6,993
'| 8 Huafeng Group Holdings Limited Interim Report 2012
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

7 B Bt A5 R R P =

For the six months ended 31 March 2012

BE_F

DIVIDENDS

No dividend has been paid or declared by the
Company during the period (2011: HK$Nil).

(LOSS)/EARNINGS PER SHARE

The calculation of basic and diluted (loss)/
earnings per share is based on the following:

—F=H=+—Hi~MEA

8. RE
RARRBALERNXE RS (=
T

TEIT) -

9. Sk (BR) BF

BREAREE (BR) B ZHE
EEWNT

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

2012 2011
—g-=f =—T——%
HK$'000 HK$'000
FHER FHET
(unaudited) (unaudited)

(REER) (CREER)

(Loss)/earnings (B8]) &7
(Loss)/earnings for the purpose ﬁﬁu BERERK

of calculating basic and diluted E(E8) Bz

(loss)/earnings per share (Jiﬂéi)/ﬁﬂ (36,051) 10,948
Number of shares BRoEE
Weighted average number of AU ESRER

ordinary shares for the purpose (E18) Bz

of calculating basic (loss)/ nEFEEEKRER

earnings per share 1,446,838,580 1,446,838,580
Effect of dilutive potential ordinary ~ FERIAEBEMAEL 2

shares arising from warrants BrE#ELTRRTE - 23,542,925
Effect of dilutive potential ordinary ~ EEERRAE M E 4 2

shares arising from share BlrgaLakve

options - 74,635,938
Weighted average number of BUrESRES

ordinary shares for the purpose (F58.) &Rz

of calculating diluted (loss)/ T EERE A

earnings per share 1,446,838,580 1,545,017,443
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
25 A B 5 R A Y

For the six months ended 31 March 2012

BEr—F——F=H=+—HI A

9. (LOSSVEARNINGS PER SHARE (Continued) 9. & (&5i8) /&Fl (&)
The effects of all potential ordinary shares REBEEZT——F=A=+—HIAX
are anti-dilutive for the six months ended 31 BR FEEEERRARBELZ
March 2012.
The computation of diluted earnings per share REBEEZZ——F=A=+—HLN
for the six months ended 31 March 2011 did &7 - BRERATRRES AREEY
not assume the conversion of the outstanding 2 WEREERF AETERSR
convertible bonds as the impact of the TR AR E S EE -
conversion of the convertible bonds was anti-
dilutive.

10.  PROPERTY, PLANT AND EQUIPMENT 10. M -BERRHE
During the six months ended 31 March REBEE-_ZT——F=ZA=+—HL~X
2012, the Group acquired property, plant and AR AEEBE2ME -BE KK
equipment of approximately HK$20,914,000 ##91820,914,0008 T (=T ——F:
(2011: HK$65,786,000). 65,786,000/ 7T ) °

11.  TRADE RECEIVABLES 1. EREZERX
The Group normally allows credit terms to AEBE—RUEGETHEAIERS
well-established customers ranging from 30 30KRZEI20KR ZZE B - R E sk
to 120 days. The Group seeks to maintain HARUHER 2 FEUGRIE (RIS BRI& 15 ] o 2B
strict control over its outstanding receivables. = TR aREL
Overdue balances are reviewed regularly by
the directors.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

7 B Bt A5 R R P =

For the six months ended 31 March 2012
R E——F = =1—HIF A

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)

REBABRBURAXECES M2 HH
FHE - RUE SRR RS MR Z BRik
DHTEAT :

31 March 30 September
2012 2011
—g-=F -—T—F
=A=+-—H NA=+AH

HK$'000 HK$'000

FHET FHT

(unaudited) (audited)

(REEZ) (&%)

0 - 30 days 0-30K 49,353 51,146
31 - 60 days 31 - 60K 36,005 42,507
61 - 90 days 61 - 90K 18,732 35,401
Over 90 days 90K A £ 44,647 23,093
148,737 152,147

12. TRADE PAYABLES

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

12. ENEZERX

REE—REHERE TI0RE0XR
ZEEH-
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
25 A B 5 R A Y

For the six months ended 31 March 2012

BE_F

12.

——F=F=+—HIi1EA

TRADE PAYABLES (Continued)
An aging analysis of the trade payables at the

12. ENEZRR (E)

RBEEAEE Z HREmkEm A

end of reporting period, based on the date of .ﬁ'# FEI B 5 BRI TR HiR 2 ARk
receipt of consumables or goods purchased, AT
is as follows:
31 March 30 September
2012 2011
-5 —E——F
=A=+-—-8 NhA=+H
HK$'000 HK$'000
F#&xT FHT
(unaudited) (audited)
(REEZ) (&%)
0 - 30 days 0-30X 14,759 13,645
31 - 60 days 31 - 60K 8,989 6,549
61 - 90 days 61 - 90k 2,750 6,231
Over 90 days 90K A £ 2,322 3,818
28,820 30,243
13.  CONVERTIBLE BONDS 13. ABRERES
On 9 October 2009, the Company and RZZENFTANE  RAREHK
Tanrich Capital Limited (the “Placing Agent”) TEEBRAE ([BEERE]) AR
entered into a placing agreement in relation ErRkEFITLEEHE ([BEE
to the placing of convertible bonds (the Wizl) - RIBREEHE  AQRIEIT
“Placing Agreement”). Pursuant to the Placing N & 48 %8 i % /150,000,0007% 7T 2
Agreement, the Company issued the three- —FH-ETRRES ([MTHRRKRE
year 1% coupon convertible bonds (the 1) cIRBYVI L RRE TR
“Convertible Bonds”) up to an aggregate 0.288 7Lt & - MAT AR EHREMT 2 2
principal amount of HK$150 million. Based REERSITEE BERBERET
upon the initial conversion price of HK$0.28 A 535,714,277 i (FAEEL B
per conversion share, a total of 535,714,277 5,357,000/ 7T ) °
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.
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
25 A B 5 R A Y

For the six months ended 31 March 2012
R E——F = =1—HIF A

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.

AR ES (H)

RZZ—TF-_A+—RH AREITK
R A & 177335 Bl & 28 € 88 /360,000,000
Bz A BRRES ([E—HtEH]) -
RIERARBO.28B At B - ME—HLE
BN 2 MR EERRTEE He
i %8 [ 3175 %214,285,7 100 42 % A%

,T/'\ ®

RZZE—FFNA=-1+H  KAAFTK
IR A 17735 Bl & 4N € %8 490,000,000
Bz A aRES ([HE—HE
#1)  RIEBRRBO2SHB LT E R
e —HLEFREN 2 R R R H T
1& - % & B8 R ¥ 17/ %321,428,567
B2 AR AR 1D

MR BT AR AR ES
ZAEAIARIEE S AT BER IR AR{E0.28
BT
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
25 A B 5 R A Y

For the six months ended 31 March 2012
A E——F= A =+—HIF A

13. CONVERTIBLE BONDS (Continued) 18: AR ES ()
The proceeds received from the issue of the BTABRRES ZMBRIERIE TS
Convertible Bonds have been split into the FRDABEND RERSED
liability component and equity component as
follows:
First Tranche Last Tranche
Bonds Bonds Total
E-EF BE-HEH st
HK$'000 HK$'000 HK$'000
THT FTAT THET
Liability component at R-ZZE—ZF
1 October 2010 +A—HZ
BERNS 51,583 77,387 128,970
Interest charged Bk 2T A 4,092 5,719 9,811
Interest paid BRIZFE (600) (853) (1,453)
Liability component at WZE——%
30 September 2011 (audited) NWBE=+8
and 1 October 2011 (&) &
—E——F
+A—BZ
BERS 55,075 82,253 137,328
Interest charged BNk ZFE 2,143 2,985 5,128
Interest paid BRZFE (301) (451) (752)
Liability component at WZE——F
31 March 2012 (unaudited) =ZA=+—H
(REEERZ)
ZBEHD 56,917 84,787 141,704
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
25 A B 5 R A Y

For the six months ended 31 March 2012
B ——fF = F=+—HiF~EA

13. CONVERTIBLE BONDS (Continued) 13. WHRERES (&)

31 March 30 September
2012 2011
—E-—F —T——F
=A=+—H NA=+H

HK$'000 HK$'000

FET FHT

(unaudited) (audited)

(REEER) (fE2&%)

Analysed as: DR

Current liabilities mEAE 56,917 =
Non-current liabilities EmEBEE 84,787 137,328
141,704 137,328

First Tranche Last Tranche

Bonds Bonds Total
E-MES BE-HES et
HK$'000 HK$'000 HK$'000
FiET FHT FiET
Equity component at the date of
issue 9,286 12,759 22,045
Transaction cost related to equity
component (279) (383) (662)
Equity component at 1 October
2010, 30 September 2011
(audited), 1 October 2011 and
31 March 2012 (unaudited) hA=+8
(&%)
T
+A—HK
—E—=
=A=t—H
(REER)Z
ki) 9,007 12,376 21,383
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
25 A B 5 R A Y

For the six months ended 31 March 2012
A E——F= A =+—HIF A

14. NOTE TO THE CONDENSED 14 MHSEHRERERHE
CONSOLIDATED STATEMENT OF CASH

FLOWS
(@)  Disposal of subsidiaries (a HEWBARE
On 28 February 2012, the Group RZE—=—F-_A=+N\B &K
disposed of its two subsidiaries, £ B & = /R T B A 7] Wealth
Wealth Key Investments Ltd. and Key Investments Ltd. [ £t &
its subsidiary, Huafeng Textile NRELGHE (EEB)BRA
(Lianyungang) Co., Ltd. Ale
Net assets at the date of disposal were HEHHZFEENAT:
as follows:
HK$'000
FET
Property, plant and equipment W BE R&E 13,003
Bank and cash balances RITRRE E 230
Trade payables FEE SRR (62)
Accruals and other payables FERTE A R EMENRIA (145)
Deferred tax liabilities FERIAAE (1,559)
Net assets disposed of BEHEFEE 11,467
Release of foreign currency R INES R B
translation reserve (5,631)
Direct cost to the disposal HE 2 EERAR 50
Loss on disposal of subsidiaries HEHB AR ZEIE (2,386)
Total consideration BRE
— satisfied by cash —UBRe XA 3,500
26 Huafeng Group Holdings Limited Interim Report 2012
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

7 B Bt A5 R R P =

For the six months ended 31 March 2012
R E——F = =1—HIF A

14. NOTE TO THE CONDENSED
CONSOLIDATED STATEMENT OF CASH
FLOWS (Continued)

@ Disposal of subsidiaries (Continued)

HRGERERERMTE (F)

@ HEKBAA (&)

HK$'000
FET
Net cash inflow arising on disposal: ~ HEBHEMEAZH S RAFEE:

Cash consideration received BWRERE 3,500
Cash paid for direct cost EREERAI G ZRE (50)

Cash and cash equivalents HEZRERREEE
disposed of (230)
3,220

(b) Major non-cash transaction

During the period, the Group disposed
of its investment properties. According
to the agreement, the Group does not
need to refund to the buyer the rental
deposits received in advance from
the tenants in the previous financial
period amounted to approximately
HK$1,534,000. The Group recognised
such amount directly in profit or loss at
the date of disposal.

b)) ETEHFRELXH

RER AEEHEEERED
¥-REBBEBZ AEEB
AME 7 REN BT
ERAEFIRBZESEEH
1,534,000/ 70 AN & B B A H
EAHEETBREEREHAS
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
25 A B 5 R A Y

For the six months ended 31 March 2012
A E——F= A =+—HIF A

5

CONTINGENT LIABILITIES

The Group did not have any significant
contingent liabilities at 31 March 2012.

At 30 September 2011, the Group had issued
a guarantee of approximately HK$12,200,000
jointly with an executive director of the
Company and two independent third parties
to a bank in respect of a banking facility
granted to a former subsidiary. The guarantee
had expired during the six months ended 31
March 2012.

At 30 September 2011, the directors did not
consider it probable that a claim would be
made against the Group under the above
guarantee. The maximum liability of the Group
at 30 September 2011 under the guarantee
was the outstanding amount of the bank
loan to the former subsidiary at that date of
approximately HK$12,200,000.

The fair value of the guarantee at date of
inception was not material and was not
recognised in the financial statements.

RREE
R-B——F=A=+—RH AEEL
BEMEARARAE-

RZB——FNA=1TH AEEEXK
RA—HZRTERRMBBIE=T
R — AT E LD AR 2 RITRE
& [a)— [ $R 17 3 HH £912,200,0007 7T
ZHER-ERERBE_T——F=FH
=t+—B1NEABAEN-

RIB——FNA=1TH BEFRZRE
SERE LM ERM R ERZH
BTR - AEER_T——FLA=+
BRBEZERAREZESETAR
ERERTZAMEBEARZ REER
TTE R #112,200,000/% 7T ©

ZERNBEHERZATFELTEK
BRBERM B RERER
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
25 A B 5 R A Y

For the six months ended 31 March 2012
R E——F = =1—HIF A

16.

COMMITMENTS 16. RIE
The Group had the following commitments: ANEE 7 FEWT
31 March 30 September
2012 2011
—ET-—F —T——F
=A=+-—8 hA=+AR
HK$'000 HK$'000
F#ET FET
(unaudited) (audited)
(REEZ) (&%)
Contracted but not provided for: EHENEES 3B
Construction of buildings BFEE 4,115 4,781
Purchase of plant and machinery B E M= ks 8,651 7,601
Purchase of a parcel of land BE Bt 1,317 1,308
14,083 13,690
EVENTS AFTER THE REPORTING PERIOD 17. H®EHERSBE
The resolution proposed in relation to MEREITURRESE TERKEG
proposed amendments to certain terms and HMREZABRREERRRRE
conditions of convertible bonds was duly ——FRANBRITZERERERRE
passed by way of poll at the extraordinary (TRFFRIAE]) EABREFAEE
general meeting of the Company held on 4 BB ARBRENHENARREZT
May 2012 (the “EGM”). The full text of the —ZFHWA+TEARBRERENAEE
resolution is set out in the announcement of Rl /N
the Company for the Notice of EGM dated 17
April 2012.
APPROVAL OF FINANCIAL STATEMENTS 18.  HLAEMBHERE

The financial statements were approved and
authorised for issue by the Board of Directors
on 30 May 2012.

EFGEOR T -FRA=THHK
R R BT B AR TS R
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWEDN

FINANCIAL REVIEW

For the six months ended 31 March 2012,
the Group’s revenue decreased by 22.5%
as compared to the corresponding period
last year to approximately HK$254.6
million (2011: approximately HK$328.6
million). Gross profit for the Period
decreased by 27.4% as compared to
the corresponding period last year to
approximately HK$41.4 million (2011:
approximately HK$57.0 million). Gross
profit margin was approximately 16.2%
(2011: approximately 17.3%). The decrease
in revenue was mainly attributable to the
decrease in market demand and more
intensive competition in the textiles industry,
leading to a decrease in both sales orders
and average selling prices. Besides, the
disposal of Lingfeng Dyeing & Weaving Co.,
Ltd. (“Lingfeng”) last year led to a decrease
in overall revenue of the Group. During
the Period, loss attributable to owners of
the Company was approximately HK$36.1
million (2011: Profit of approximately
HK$10.9 million). The loss was mainly
attributable to a loss of approximately
HK$46.7 million resulting from the disposal
of investment properties during the
Period. Excluding this one-off loss, profit
attributable to owners of the Company was
approximately HK$10.6 million representing
a decrease of approximately 3.1% as
compared to the corresponding period last
year.

Bt 7 B B8
REE-TE——F=A=+—HItE
A AEBERAREFERERK22.5%
% #9254,600,0008 T (Z T — —4F:
#9328,600,000% 7T ) ° A< #3 fE F F &
2 & [ B8 4°27.4% & #741,400,000
BT (ZZF ——F: 457,000,000/
TT) e EMRYAL62% (ZT——4F:
#17.3% ) W AB L EE 2 AR &
EMBRRTHRESFRABHR
FHETERFHEBHEM N K-
AN EFEHERMTR B ELEES
RARI(EE])BHAREEREKRA
A e MAREIR AR A HEA AEIGE
1B #) 436,100,000 T (T ——4F:
& ) #710,900,00078 7T ) - K518 E BIR
BAHEMEERENMENELE BB
#746,700,00058 7T ° fiki #fl 4 1t 18 — )1
EE BARARBEAEAEBEZENNA
10,600,0007% 7T ¥ X & [ #1549
3.1% -
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWEDSN

BUSINESS REVIEW

During the Period, constant growth in
production costs including raw material
costs and labor wages, as well as the
economic slowdown in China undermined
market demand and aggravated competition
among China’s textile enterprises, adding
difficulties for textile enterprises to pass on
the rising costs to its customers. Meanwhile,
the consistent appreciation of the Renminbi
(“RMB”) against the US dollars (“USD”")
and the uncertainties in the global economic
outlook caused slowdown in overseas
market demand, bringing greater challenges
to China’s textile industry. Despite the
challenges from the market and operating
environment, the Group maintained
its overall business competitiveness
through strict cost control measures,
flexible marketing strategies, as well as
consolidation of long-term cooperation with

customers.

EBOE

RAHRE  £EXAE (B RMBKA
RTE)FE LR b0 BB A&
HIl 59T 35 75 SR i B 4 A 3 P 2 3
FMB SHBEEEHGRATIRE
BYEP - BILRR ARBHLETH
BIMEARZREEN S THAEEE
SIS BRI - P ESBEE Y
FEUB -BETSREERFRNHE
B EAREE RS BEAR R A E SIS
e BIRTIB BRI A MRICERT P
ZRBGIFRE GRHEBREBEKC®

5o
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWEDN

During the Period, the Group’s newly
established premises in Jiangxi went into
full operation in production of blankets and
contributed to revenue of approximately
HK$23.6 million during the Period,
representing an increase of 40.5% as
compared to the corresponding period
last year (2011: approximately HK$16.8
million). As domestic demand for blankets
steadily rises, it is estimated that income
from the Group’s new premises in Jiangxi
will increase correspondingly to contribute
more profit to the Group. The Group
believes that the growing market economy,
accelerative urbanization and rising
household income will push up blanket
demand, which is favourable for the Group's
blanket production and relevant business
development. On the other hand, due to
the constant loss and uncertain future of
the fabric processing services segment, the
Group disposed Lingfeng and other relevant
businesses to maintain its competitive edge.

On 21 April 2010, the Group signed a
memorandum of understanding (“MOU")
in relation to the proposed acquisition of
67.5% equity interest in a gold mine in
Liaoning Province of the People’s Republic
of China (“PRC").
Company had terminated the proposed

Subsequently, the

acquisition and the MOU lapsed on 20
January 2012.

REBERNIAZTERED R AR M
ZERALEEEHR RAHMEERIK
A #923,600,0007 7T BREFRH (=
T — — 4 : #716,800,0007% jT ) & A0
40.5% - RENERFTRBESE R
BUR B AEBIENERE 2 Wbt
AR EAEAEEZEN TR -
AEERE BEMSEBELER WM
fLREMRRERERA B 2520 T
Bk L BARAEEZEHE
EREBEKER-S—HE AR
BN TR 5 S E K18 B 51 = T8
B AR EEREREREMEHE
% ARIFHREES -

RZZ—ZFWA=-+—HB AEER
EREEREARKME ([HE])E
EE —ASTEE7 SHREFERRES
i ([BETER]) ARAERDE R
FEBRBEEER MaRETHRER =
E——F-AZt+HEX®-
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWEDSN

BUSINESS PROSPECTS

In 2012,
uncertainties in the global economy, the

as there are still many
international demand for textile exports
will be weakened and therefore bring a
more critical textile market condition. At
the same time, the decrease in domestic
market demand due to slowdown of China’s
economy will add pressure to the garment
enterprises’ inventory consumption,
suppressing the fabric production and
processing demand, posing immense
challenges to the development of the
domestic textile industry. Besides, the
fluctuations in raw material prices, the
consistent appreciation of the RMB, the
increasing labor wages and other production
costs caused by inflation will generate
tremendous operating pressures to China’s
textile industry. In addition, competition
in the textile exports market becomes
increasingly intensive as other countries
(such as India and Vietnam) enjoy stronger
export competitiveness due to lower raw
material costs and labor wages.

EBRE

RIZ—ZF 2REEDRRTIEE
HzE BEssabOEkEziTe.
RMEHBEENRRERR KL R
K- RREEEREFEBRATERRT
B MEKRKEENEREFEFEZ
B @MaREERNIRR HEH
N BERRSREAKE -BE R
MEERES ARBEBEAENUARB
BRELSTITIEREMEERRNEFA-
B R BB ERBEOTESERN - It
AN EREMBIR (ENE R ) R4
B ARSTITAKRARK  HORF
WS WHERHOTEHE IR

o
=
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWEDN

To tackle the difficulties, the Group will
dedicate efforts to deploy flexible market
strategies and diversify the business
component, steadily expand its client base
and continue to implement its strict cost
control measures, in order to maintain the
Group’s overall business competitiveness,
pushing ahead its long-term stable
development. The Group will continue to
develop the blanket production business
with high growth potential to capture
business opportunities arising from surging
market demand. In the meantime, 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, bringing maximized returns to

the shareholders.

RENKE AEEBBNERELZ
MIZRBREXBRESZ T BRIE
REPE UEERTEBRBKAE
BRI EMERAREREBXBEHF
N HHREREER - AKEHEE
BRASERENEREERE
HIEEM SR FIERMATR B - &2
R AEESEGESKAEN 2B
BERE AHRKRERE BRERR®
EBETb o REER  WiE— TR
WARIR R IZF BN EE N RIRIR R

= O -
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWEDN

LIQUIDITY AND FINANCIAL
RESOURCES

At 31 March 2012, the Group had current
assets of approximately HK$846.3 million
(30 September 2011: approximately
HK$830.6 million) and current liabilities
of approximately HK$324.7 million (30
September 2011: approximately HK$287.3
million). The current ratio (calculated
as current assets to current liabilities)
decreased from 2.89 as at 30 September
2011 to 2.61 as at 31 March 2012. The
gearing ratio (calculated as the total bank
borrowings and the convertible bonds to
total shareholders’ equity) had slightly
dropped from 0.13 as at 30 September
2011 to 0.12 as at 31 March 2012. These
ratios were at reasonably adequate levels
as at 31 March 2012 while the Group had
sufficient resources in meeting its short-
term and long-term obligations.

RBESRHBER

R=ZF——F=A=+—H A&KH
2B & E %) /846,300,000 7T (=
T——F A=+ H :#830,600,000
BIL)  mBAaEL /324,700,000
BT(ZE-——FAA=Z+RH:4
287,300,000 7T) * B LK (R
BEHRDABTE )BT ——FN
A=1+HZ289TRE=ZZT——F=H
=t+—HZz26l - BREELE (KR
TEERITRRES GEYRE#Ex
BMEAE)B_E——FALA=+RHZ
OJMﬂ%j;_;—:_i:J%:+“—EZ
012-R-_FT——H=ZRA=+—H'F
B R T ERE BT RKE Ak
BERHAERENAEEHRRAEE-
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWEDN

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$68.3 million and approximately
HK$25.4 million. The total bank borrowings
decreased by 50% to approximately HK$24
million (30 September 2011: approximately
HK$48.0 million). At 31 March 2012,
the Group had total bank borrowings of
approximately HK$24 million (30 September
2011: HK$48 million) repayable within one
year and HK$Nil (30 September 2011:
HK$NIl) repayable more than one year. The
bank borrowings were subjected to fixed
interest rate and floating interest rates,
which were 0% and 100% respectively. The
Group’s bank borrowings were denominated
in Hong Kong dollars (“HKD"). There are
no seasonal adjustments with respect to the
Group's borrowings.

At 31 March 2012, the Group's bank
borrowings were secured by corporate
guarantees given by the Company.

AEBFEULEEB2RERE
EREESRTE-RAHHE K&X
BRERAFERREGTHMAZ
IR & F 5 5 5l 49 £68,300,000/% 7T &
25,400,000/ 7T - sR1TH B 425 T &
50% & #924,000,000/8 7t (=& — —
F N A=+ A8 :4948,000,000% 7T ) °
R—_E——F=ZA=+—H 4t45&H
BR—FANEEZRITEERENA
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWEDSN

CAPITAL STRUCTURE

The total number of issued share capital
of the Company as at 31 March 2012 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 RMBO0.81 (as at 31 March 2012),
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$20.9
million (2011: approximately HK$65.8
million).

B A 2R 48
AAFINR=FE-=FF=A=+—H82
B ITIR AN A S A1,446,838,5800% %

{/\ ®

SME & B

REBALNDEE BERIXSHUA
RERBTIE HEBINEERBIE
TYME-ERBTEETES MAR
MR 58 ) (1.0078 T3 ARM0.817T
(R=ZZE—=—F=ZA=+—R)) 4\
BEBUAEBRBLEE AT E-

NG

RAME AEERAREESHEH
ERABRABZETAIBEOR
20,900,000 L (=T ——F: 4
65,800,000 7T ) °

Interim Report 2012
—E-—FRHRE

Huafeng Group Holdings Limited 37
FEUEEMERARAA



MANAGEMENT DISCUSSION AND ANALYSIS

EEENWEDN

CHARGES ON ASSETS

The Group’s bank borrowing is secured by
corporate guarantees given by the Company.

CONTINGENT LIABILITIES

The Group did not have any significant
contingent liabilities as at 31 March 2012
(30 September 2011: approximately
HK$12,200,000).

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

EEENWEDSN

EMPLOYMENT INFORMATION

At 31 March 2012, the Group had a total
of 1,533 (2011: 2,221) 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$29.0 million (2011:
approximately HK$36.3 million). During the
Period, the amount of the equity-settled
share-based payment included in the
staff cost is HK$Nil (2011: HK$Nil). 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.

EREESR
MNZZE——FE=ZA=+—B -A£ER
BB R RPEEFL5338 (=T
——F:2221%) BB - AEEREME
RlfE B 2RI R A B E 2 FE8 s 5
TEFBNERGR - WAETE HAAR AT -

RAHE BIXRARB(BRES
Bil &) 49 429,000,000/ 7T (=& ——
% 1 936,300,000/ 7T ) * A EAfE - 5
ANB TR 2 LAR #E 45 B 30 LARR 10 2 A
ZHREALRRTERET(ZF——F: F
BIL) e ARBEIRIBIRERE BER
BlkOEEAEEAMER A ERR
B o

Interim Report 2012
—E-—FRHRE

Huafeng Group Holdings Limited 39
FEUEEMERARAA



DISCLOSURE OF ADDITIONAL INFORMATION

By b & R R

INTERIM DIVIDEND

The Board does not recommend the
payment of an interim dividend for the
Period (2011: HK$Nil).

MEMORANDUM OF
UNDERSTANDING

On 21 April 2010, the Company entered
into the MOU with a vendor (the “Vendor”),
an independent third party, in relation
to a proposed acquisition of an entire
registered capital in a company (the
“Target Company”). The Target Company
is incorporated in the British 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 19 January 2012, the Company had
decided not to proceed with the proposed
acquisition and the MOU had been lapsed
on 20 January 2012. The lapse of the MOU
did not have any significant adverse effect
on the financial position and business of the
Group.
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DISCLOSURE OF ADDITIONAL INFORMATION

Ff b & R BR

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. The disclosure agent in
Korea is Value C&I Consulting Co., Ltd..
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DISCLOSURE OF ADDITIONAL INFORMATION

By b & R R

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

As at 31 March 2012, the interests and
short positions of the director(s) of the
Company (the “Director(s)”) 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 Transactions by Directors of
Listed Issuers (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:
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DISCLOSURE OF ADDITIONAL INFORMATION

Ff b & R BR

Long positions Ha
Ordinary Shares of HK$0.01 each of the AR TEREEO.018 T2 ZBK
Company
Approximate
percentage of
Type of Number of shareholding in
Name of Director Capacity interest shares held the Company
REQTZ
EEpE 87 EEY HMEROHE #HBAERESH
Mr. Cai Zhenrong Beneficial owner Personal 463,041,000 32.00%
BIRKEHE EaEBAA B A
Mr. Cai Zhenyao Beneficial owner Personal 58,472,000 4.04%
BiRBEE EREAA A (Note 1)
(BF&ED)
Mr. Cai Zhenying Beneficial owner Personal 13,220,000 0.91%
BIRE S A EmBAA B A (Note 2)
(BF7E2)
Mr. Cai Yangbo Beneficial owner Personal 14,270,000 0.99%
BEREE EmBEAA B A
Mr. Choi Wing Toon Beneficial owner Personal 2,000,000 0.14%
KB %A EmBAA B A
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DISCLOSURE OF ADDITIONAL INFORMATION

By b0 & R R

Approximate
percentage of

Type of Number of shareholding in
Name of Director Capacity interest shares held the Company
RAEARZ
EEpE 57 REzBE FRROBE #HOERESH
Ms. Choy So Yuk, JP Beneficial owner Personal 1,200,000 0.08%
BEFELLT A F#t ERBEA EUN (Note 2)
(Hi5E2)
Mr. Wong Siu Hong Beneficial owner Personal 1,200,000 0.08%
BRELE ERBEA fEA
Notes: Bt 5

1. These shares include 13,220,000 shares 1.
which are the share options granted to Mr.

Cai Zhenyao under the share option scheme
adopted by the Company on 30 August 2002
and terminated on 24 February 2012 (the

“Terminated Scheme”

).

2. These shares are the share options granted 2.

to the Directors by the Company under the

Terminated Scheme.

ZER 1D B 1E13,220,0000% 8% 15 + THiR
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DISCLOSURE OF ADDITIONAL INFORMATION

Ff b & R R

Save as disclosed above, as at 31 March
2012, 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 of the Listing Rules.

BREXFEREEN RZE—_F=H
=+—B BERARAITHRAER LR
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DISCLOSURE OF ADDITIONAL INFORMATION

By b & R R

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

As at 31 March 2012, 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:

FERRRRG HEARG KR
BEBZEZERARE

R-E——F=A=t+—HB BE=M
RA U TAL(EFRERRTHA
BRI RARBERA - AR D RE
REHRAARER 5 R AEEIIEXV
BH2 K37 BHEX AR R E 2 s
FRE  ARBERARARBEESF LB
ERGIE3BCHREFE 2 R ECM
ZRERIKR

Long positions #a
Ordinary Shares of HK$0.01 each of the KA FEREE.01E TS ZBER
Company
Approximate
percentage of
Number of shareholding
Name of shareholder Capacity shares held in the Company
RAERTEZ
FTERRMSR 54 RGO EE BAKRBE DL
Ms. Su Liyuan Interest of spouse 463,041,000 32.00%
BEExL AR (Note)
(PEE)
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DISCLOSURE OF ADDITIONAL INFORMATION

Ff b & R BR

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
2012, 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”, 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

By b & R R

DIRECTOR’S RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Save as disclosed under the sections
“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

On 24 February 2012, the Company has
passed the resolutions in a shareholders’
meeting for the termination of the share
option scheme adopted on 30 August
2002 (the “Terminated Scheme”) and the
adoption of a new share option scheme (the
“New Scheme”). Outstanding share options
granted under the Terminated Scheme
prior to such termination shall continue
to be valid and, subject to the vesting
schedule, exercisable in accordance with
the Terminated Scheme.

The following table discloses details of
the Company’s share options held by the
Directors and employees of the Group
and other participants pursuant to the
Terminated Scheme and the New Scheme
and movements in such holdings during the
Period:
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DISCLOSURE OF ADDITIONAL INFORMATION

Ff b & R BR

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 1.10.2011 Period Period Period 31.3.2012
(HKS)

RZB--% R=%-2f%
SRERE +A-A RABH REHE WAEE =A=t-A
REA RYEBH  fRE %@ HARTR B P34 i HARTR

(#7)

Directors
j £
Mr. Cai Zhenyao 1.3.2010 1.3.2010- 0520 13,220,000 - - - 13,220,000
BiRRESE 28.2.2015
Mr. Cai Zhenying 1.3.2010 1.3.2010- 0.520 13,220,000 - - - 13,220,000
BRAKE 28.2.2015
Ms. Choy So Yuk, /P 1.3.2010 1.3.2010- 0.520 1,200,000 - - - 1,200,000
B2Iqt A4t 28.2.2015
Subtotal 27,640,000 - - - 27,640,000
Pt
Employees 5122008  5.12.2008- 0.125  35400,000 - 35,400,000 - -
EE 4.12.2011
Employees 1152009  11.5.2009- 0.255 123,920,000 - - - 123,920,000
EE 10.5.2014
Employees 1.3.2010 1.3.2010- 0520 66,100,000 - - - 66,100,000
Eg 28.2.2015
Employees 442011 44.2011- 0.400 3,400,000 - - - 3,400,000
|| 3.4.2016
Other participants 442011 4.4.2011- 0.400 141,200,000 - - - 141,200,000
EtaEg 3.4.2016
Total 397,660,000 - 35,400,000 - 362,260,000
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DISCLOSURE OF ADDITIONAL INFORMATION
ff A& R R

During the Period, no options were RAHIRE MEBREREDKIETE
exercised under the Terminated Scheme  R¥rstEI/E1T(E
and New Scheme.

Details of the specific categories of options  4FE LR Z BREFBW T
are as follows:

Year Date of grant Exercise period Exercise price
F14 R 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 0.520
2011 4.4.2011 4.4.2011-3.4.2016 0.400

If the options remain unexercised after the  fHEEERIR L B BRIt 2 1T EHAED
exercise period from the date of grant, the K77  BIEREE S D E - HEER
options will expire. Options are forfeited if BEAREFBRIBIFAA SR - BB ES
the employee leaves the Group before the — #UZ[E -

options vest.
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DISCLOSURE OF ADDITIONAL INFORMATION

Ff b & R BR

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
for Securities Transactions by Directors of
Listed Issuers (the “Model Code”) set out
in Appendix 10 of the Rules Governing the
Listing of securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rules”)
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
Corporate Governance Code and Corporate
Governance Report (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

By b & 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 corporate
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 deviations:

Code Provision A.2.1

Up to the date of this report, no individual
was appointed as chief executive of the
Company. The role of the chief executive
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.

ARREERERRABERRZES
T RUEMNAMEERRE B LK
R IRARBBRREHEAEREE
HE EFSREBERRETANAR
ZEEERBE  NHERESHERNE
ETRRARTE 2 — MR R RAZHE - A
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HeH T 51 B :
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DISCLOSURE OF ADDITIONAL INFORMATION

Ff b & R BR

Code Provision E.1.2

The chairman of the Board was not able to
attend the annual general meeting of the
Company held on 24 February 2012 due to
other important business engagement. And
the chairman of the Board had delegated
the Managing Director to chair the annual
general meeting.

NOMINATION COMMITTEE

On 28 March 2012, the Company has
established a nomination committee (the
“Nomination Committee”) which consists of
three independent non-executive Directors.

Composition of the Nomination
Committee

Mr. Lawrence Gonzaga (Chairman)
Ms. Choy So Yuk, JP

Mr. Wong Siu Hong

SFRIMRCEE.21%

EESIRFAEMETERBER K
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DISCLOSURE OF ADDITIONAL INFORMATION
ff A& R R

Role and Function

The Nomination Committee is mainly

responsible for:

reviewing the structure, size and
composition (including the skills,
knowledge and experience) of the
Board and making recommendations
on any proposed changes to the
Board to complement the Company’s
corporate strategy;

identifying individuals suitably
qualified to become members of
the Board and selecting or making
recommendations to the Board on the
selection of individuals nominated for
directorships;

assessing the independence of
independent non-executive Directors;
and

making recommendations to the
Board on the appointment or
re-appointment of Directors and
succession planning for Directors, in
particular the chairman of the Board
and the chief executive.

BERBEE
REZBEEXTRAR:

BEEER 2 RE ABRER
(BFERE ARRERHE)
EHREMBRE AR 20 EF
BT RHEES (L BBR L
2

i PEABAEARTREEES
MEZ AL WHBERE AL
BEBERRUMEE RN
=y

ii. FIERBYIFMTERZELIE:
P53

iv. HERZEAEMEZEURESF
(LEREFE IR NRITHRAE)
BEFBREFTSRIES-

54

Huafeng Group Holdings Limited
FEUEWMERARAA

Interim Report 2012
—E-—FHERE



DISCLOSURE OF ADDITIONAL INFORMATION

Ff b & R BR

AMENDMENTS TO CERTAIN
TERMS AND CONDITIONS OF THE
CONVERTIBLE BONDS

At the extraordinary general meeting of
the Company held on 4 May 2012, the
resolution proposed in relation to the
proposed amendments to certain terms and
conditions of the convertible bonds due
in 2013 of aggregate principal amounts of
HK$150,000,000 created and issued by the
Company on 11 February 2010 and 20 April
2010, was duly passed by way of poll.

For further details, please refer to the
Company’s announcements dated 5 March
2012, 15 March 2012, 30 March 2012, 17
April 2012 and 4 May 2012 together with
the Company’s circular dated 17 April 2012.

DISCLOSURE OF INFORMATION
ON DIRECTORS

Pursuant to rule 13.51B of the Listing
Rules, the changes of information on
Directors are as follows:

Mr. Lawrence Gonzaga, an independent
non-executive Director, has been appointed
as the member and chairman of the
Nomination Committee with effect from 28
March 2012.
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DISCLOSURE OF ADDITIONAL INFORMATION

By b & R R

Ms. Choy So Yuk, JP and Mr. Wong Siu
Hong, both are independent non-executive
Directors, have been appointed as the
members of the Nomination Committee with
effect from 28 March 2012.

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. During the Period, a
regular meeting of the Audit Committee has
been held.

On behalf of the Board
Cai Zhenrong
Chairman

Hong Kong, 30 May 2012
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