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The board of directors (the “Board” or
“Directors”) of Hop Fung Group Holdings
Limited (the “Company”) is pleased to
announce the unaudited condensed
consolidated results of the Company and its
subsidiaries (collectively referred to as the
“Group”) for the six months ended 30th June,
2012 together with the comparative figures for
the corresponding period in 2011 as follows:

CONDENSED CONSOLIDATED
STATEMENT OF COMPREHENSIVE
INCOME

For the six months ended 30th June, 2012
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Six months ended
BZAA=1+HILA<E@A

30.6.2012 30.6.2011

—EB--F T F

Notes HK$’' 000 HK$’ 000

e FET FET

(Unaudited) (Unaudited)

(REBEZ) (CREEZ)

Revenue Yook 4 504,937 721,030

Cost of sales & KA (423,824)  (598,233)

Gross profit EH 81,113 122,797

Other income SN 6,355 8,774

Selling and distribution costs #4& K& % $#5 A AN (27,499) (38,358)

Administrative expenses THEX (32,605) (37,493)

Other expenses E B X (13,807) (9,180)

Finance costs 2N 10 %N (12,791) (11,711)
Changes in fair value of ﬁi%ﬁﬂlﬂ
derivative financial NEEZE

instruments 5 4,017 2,395

Profit before taxation 5 B A1) E 6 4,783 37,224

Income tax expense PR 5% 5 2 7 (24) (3,935)
Profit for the period, VAN/NEIEZ ZS DN

attributable to owners JE {1 HA ] 1) R
of the Company 4,759 33,289




CONDENSED CONSOLIDATED
STATEMENT OF COMPREHENSIVE

INCOME (continued)

For the six months ended 30th June, 2012
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EARE R ERER (E)

BE—Z——FA=1HINER

Six months ended

BEANA=THLAEA

30.6.2012 30.6.2011
—B-ZF —_T——%F
Notes HK$' 000 HK$’ 000
B 5 FET AT
(Unaudited) (Unaudited)
(REEEZR) CREER)
Other comprehensive HEEMEE
(expense) income for (ZH) W
the period:
Exchange differences BREBINEB 2
arising from translation M H Z 8
of foreign operations (30) 37,582
Total comprehensive RATIHREB AENL
income for the period, HE2mk=R%E
attributable to owners
of the Company 4,729 70,871
HK cent HK cents
A4l P
Earnings per share BREF 9
— basic —HRK 0.99 6.89
— diluted —#8 0.99 6.78




CONDENSED CONSOLIDATED
STATEMENT OF FINANCIAL POSITION

At 30th June, 2012
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fE B AR & Bt B AR &

R-ZZE—Z—FxXA=+H

30.6.2012 31.12.2011
R-B--F RZIE——F
~B=tH t-A=1t—-H
Notes HK$’ 000 HK$' 000
k3 TER FTAET
(Unaudited) (Audited)
(REER) (feER)
Non-current assets kRBEE
Property, plant and equipment ME - BEREE 10 1,367,307 1,352,900
Prepaid lease payments on land Tt P RETR A
use rights MEXE 23,180 23,486
1,390,487 1,376,386
Current assets RBEE
Inventories #E 199,904 188,288
Trade and other receivables BOREMEKZE 11 184,028 193,336
Deposits and prepayments e RENK 9,307 6,923
Prepaid lease payments on land T RN
use rights HEFE 613 613
Derivative financial instruments TEERIA 535 728
Bank balances and cash BIEBRNES 382,190 299,747
776,577 689,635
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CONDENSED CONSOLIDATED BHHRGSEMERIR(E)
STATEMENT OF FINANCIAL POSITION

(continued)

At 30th June, 2012 R-ZEB—Z—FXA=+H

30.6.2012 31.12.201
R-ZB-Z§ R-Z2——F
AB=Z+B t-A=1+—H

Notes HK$' 000 HK$'000
FiisE THER FTET
(Unaudited) (Audited)

(REER) (&%)

Current liabilities TBHAE
Trade, bills and other 25 EBEREM
payables IR 12 336,548 213,783
Taxation payable FERFIR 10,607 18,765
Derivative financial instruments fTESmTA 12,070 13,432
Unsecured bank borrowings EHBRITEE 13 403,235 439,674
762,460 685,654
Net current assets REBEEFE 14,117 3,981
Total assets less current liabilities #EERRBHERE 1,404,604 1,380,367
Capital and reserves RAERFE
Share capital e 14 48,292 48,292
Share premium and reserves WA R (B M 1,018,505 971,513
Total equity, attributable to LUNCE SPN T
owners of the Company BREE 1,066,797 1,019,805
Non-current liabilities kRBEE
Unsecured bank borrowings EWMEIEE 13 306,659 329,428
Deferred taxation EERE 31,148 31,134
337,807 360,562

1,404,604 1,380,367
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CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY
For the six months ended 30th June, 2012

Share Share
capital ~ premium

Bx  K#EE SHREE

ERGREERE B X
BE-B-—FAA=t+HLEAER

Share

Special Translation ~ options  Retained

reserve

HK$'000  HKS'000  HKS'000

reserve  reserve  profits Total

EXfif BREGR HRENR a3t

HKS'000  HKS'000  HKS'000  HK$'000

TEL TER  TEr  TEn  TER TEn T
(Note)
(HEt)
At st January, 2012 2
-A-A 43292 425382  (107,444) 106,494 16,884 530,197 1,019,805
Profit o the period BEHE - - - - - 4 415
Exchange differences arising from #5507 7
translation of foreign operations £ 3 £ 5 i
and total other comprehensive  Eft2ENH L%
income for the period - - - (30) - = (30
Total comprehensive income - BB ENELE
for the period - - - (30 - A1 AT
Recogniton of equitysettled B HEEE
share-hased payments HBOTH L - - - = 4 = 04
Net proceeds from issuance of ~ EBARE LR
ordinary shares through RhMRHE
rights issue (Note 18) (K1) - - - - - 05
At 30th June, 2012 R-E-—%
~A=TH 43292 467441  (107,444) 106,464 17,088 534,956 1,066,797
At st January, 2011 WZF-——f
-A-A 4829 42538 (107444 45958 1595 519823 947,966
Profitfor the period ke - - - - - BN 33289

Exchange differences arising from #5550 £ 7
translation of foreign operations £ 3 £ 5 i
and total other comprehensive £ 2ENEEE

income for the period - - - 358 - - 358
Total comprehensive income~~ BR2AHEEE

for the period - - - 3158 - 33289 7081
Recogniton of equitysettled B HEEE

share-hased payments NROZH 2 - - - - 621 - 621
Final dividend paid n respect of  BE-Z-FF

2010 (Note ) ~ERE (His) - - - - - (6419 (16419
At 30th June, 2011 O

RET1E 829 4530 (10744

83540 16576 536,693 1,003,039

Note:  Special reserve represents the difference between the
costs of investments in subsidiaries of the Company
and the aggregate amount of the non-voting
deferred share capital of Fung Kong Hop Fung Paper
Ware Factory Limited and Gong Ming Hop Fung
Paper Ware Factory Limited and the nominal value
of the share capital of the subsidiaries acquired as a
result of the group reorganisation in 2003.

GEE

FRIREEARBRMBARZ
RERAEB A SHRMAR
RARAHAEEHRMER AT
BREFRELERAGERA T
ToEEEsAMREBZHEA
Al AT (E 2 25 -



CONDENSED CONSOLIDATED
STATEMENT OF CASH FLOWS
For the six months ended 30th June, 2012
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HARERERE
BE-2-—FAA=+ALAEA

Six months ended
BEAHA=THLEAER

30.6.2012 30.6.2011
“E--f _T——F
HK$' 000 HK$' 000
TET TET
(Unaudited) (Unaudited)
(REER) CREER)
Net cash from operating ReEnEL
activities EERE 15,185 80,853
Investing activities REEH
Purchases of property, g 2/ ER
plant and equipment BE k& (52,486) (83,217)
Other investing cash flows HinkERene 1,851 440
Net cash used in investing REEEHFERZ
activities BEFHE (50,635) (82,777)
Financing activities METH
New bank borrowings raised ERITEE 664,182 523,732
Repayment of bank borrowings EBBITEE (723,783) (489,719)
Dividends paid 2R E - (16,419)
Monies returnable to unsuccessful — W/AREIREK N HER
excess rights shares applicants SRR B 2 SRR 148,143 -
Net proceeds from issuance of BRRRETERRRD
ordinary shares through e 388
rights issue 42,059 -
Other financing cash flows HtmERERE (12,791) (11,911)
Net cash from financing REEBEL
activities ZBERE 117,810 5,683
Net increase in cash and ReRBLEHE
cash equivalents 18 0% 48 82,360 3,759
Cash and cash equivalents at R-A—REERK
1st January He%E 299,747 203,125
Effect of foreign exchange Exggs e
rate changes 83 6,753
Cash and cash equivalentsat ~ RAA=1THEER
30th June RE%E
represented by Bank balances RITEBRER S
and cash 382,190 213,637
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NOTES TO THE CONDENSED HEAGSES M EHRRMEE
CONSOLIDATED FINANCIAL

STATEMENTS

For the six months ended 30th June, 2012 BE-ZE-——-—FAA=1+HIL~EA
1. GENERAL 1. —REH

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

2. BASIS OF PREPARATION 2.

The unaudited condensed consolidated financial
statements (“interim financial statements”) have
been prepared in accordance with the applicable
disclosure requirements of Appendix 16 to the
Rules Governing the Listing of Securities (the
“Listing Rules”) on the Stock Exchange and with
Hong Kong Accounting Standard ("HKAS”) 34
“Interim Financial Reporting” issued by the Hong
Kong Institute of Certified Public Accountants
(the "HKICPA™).

ARBBBEREHSENE
REREE(—NAR—FE3
A - 1845 E RIERT) IR F
EREAMKRIAEEREE
BRAR] - ERONREBH AR
SEAERAR (B £
e ARAIZHBRARBRES
Br Z B 5 s A 2 2 Hop Fung
Industries Limited * i & 4R &
AR AR EBE XS
ft A 32 2 Hop Fung Industries
(Holdings) Limited °

mHEE

AEEZERAEAMBEERE
(TR EAR R 3R |) TR BB 2
Freg s Em R AN (T EmAR 8D
fisk162 A ERE LEE
gt Aag ([EBSFEA
g Rz EEGFER(EF
BaatER]) E345% [ H
BwE I MRS -



PRINCIPAL ACCOUNTING POLICIES

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

The accounting policies used in the preparation
of the interim financial statements are consistent
with those followed in the preparation of the
Group's consolidated financial statements for
the year ended 31st December, 2011, except
as described below. The interim financial
statements should be read in conjunction with
the consolidated financial statements for the
year ended 31st December, 2011.

In the current period, the Group has applied the
following revised Hong Kong Financial Reporting
Standard (“HKFRS”) and HKAS issued by the
HKICPA:

Disclosures — Transfers of
Financial Assets

Deferred Tax - Recovery
of Underlying Assets

Amendments to HKFRS 7

Amendments to HKAS 12

The application of the above revised HKFRS and
HKAS in the current period has had no material
effect on the amounts reported in these financial
statements and/or disclosures set out in these
financial statements.

The Group has not early applied the following
new and revised HKFRSs and HKASs that have
been issued but are not yet effective:

Amendments to HKFRS 7 Disclosures - Offsetting
Financial Assets and
Financial Liabilities'

HKFRS 9 Financial Instruments?

3.
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Amendments to HKFRS 9 Mandatory Effective Date
and HKFRS 7 of HKFRS 9 and
Transition Disclosures?

HKFRS 10 Consolidated Financial
Statements'

HKFRS 11 Joint Arrangements'

HKFRS 12 Disclosure of Interests in
Other Entities'

HKFRS 13 Fair Value Measurement'

Amendments to HKAS 1 Presentation of Items of
Other Comprehensive
Income?

HKAS 19 (as revised in 2011) Employee Benefits'

HKAS 27 (as revised in 2011) Separate Financial
Statements'

HKAS 28 (as revised in 2011) Investments in Associates
and Joint Ventures'

Amendments to HKAS 32 Offsetting Financial Assets
and Financial Liabilities*

HK(IFRIC) - Int 20 Stripping Costs in the
Production Phase of
a Surface Mine'

Effective for annual periods beginning on or after
1st January, 2013

2 Effective for annual periods beginning on or after
1st January, 2015

3 Effective for annual periods beginning on or after
1st July, 2012

4 Effective for annual periods beginning on or after

1st January, 2014

BRNBRSER ERYBRE
FRREE E8|E05%
FHREE BB
FIR2ER REALBR

HRE

BB REES FAyERR
£10%

BEHHREER ARTH
#1158

BRI BREER BERNEAM
E1% ERNER
BBEERSE ATEHE
£13%

BEGHENEIR  2HEMEE
2B WHERE?

BEGHENSEI9R BB
(ZB——%8E5D)

ESOIENEIE  BUNREE
(z2--F6)

BRGIENZNE  RBELAR

(CZ——F6BT) AELERE

BEGEH BRYBEAE

ENFEEA REBAR

B (ERET BRBSLE
BEREZRE) BRZAK
-2EFR0% A

1 RZTE—=F—A—HxMNU
% FAA 2 FEER AR

2 RZTE—RF—A—A=MN
% BA 2 FEER AR

3 R-ZE—Z—F+tA—RAzMN
& FAE 2 F 2 BE AR

4 RZT—mMF—A—H®MU
& FAA 2 F 2 B AE 3K



HKFRS 9 issued in 2009 introduces new
requirements for the classification and
measurement of financial assets. HKFRS 9
amended in 2010 includes the requirements for
the classification and measurement of financial
liabilities and for derecognition.

Key requirements of HKFRS 9 are described as
follows:

° HKFRS 9 requires all recognised financial
assets that are within the scope of HKAS
39 Financial Instruments: Recognition
and Measurement to be subsequently
measured at amortised cost or fair value.
Specifically, debt investments that are held
within a business model whose objective is
to collect the contractual cash flows, and
that have contractual cash flows that are
solely payments of principal and interest
on the principal outstanding are generally
measured at amortised cost at the end of
subsequent accounting periods. All other
debt investments and equity investments
are measured at their fair values at the
end of subsequent reporting periods. In
addition, under HKFRS 9, entities may
make an irrevocable election to present
subsequent changes in the fair value of
an equity investment (that is not held for
trading) in other comprehensive income,
with only dividend income generally
recognised in profit or loss.
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e The most significant effect of HKFRS
9 regarding the classification and
measurement of financial liabilities relates
to the presentation of changes in the fair
value of a financial liability (designated
as at fair value through profit or loss)
attributable to changes in the credit risk of
that liability. Specifically, under HKFRS 9,
for financial liabilities that are designated
as at fair value through profit or loss, the
amount of change in the fair value of the
financial liability that is attributable to
changes in the credit risk of that liability is
presented in other comprehensive income,
unless the recognition of the effects of
changes in the liability’s credit risk in other
comprehensive income would create or
enlarge an accounting mismatch in profit
or loss. Changes in fair value attributable
to a financial liability’s credit risk are not
subsequently reclassified to profit or loss.
Previously, under HKAS 39, the entire
amount of the change in the fair value of
the financial liability designated as at fair
value through profit or loss was presented
in profit or loss.

Based on the Group’s financial assets and
financial liabilities as at 30th June, 2012, the
application of HKFRS 9 is not expected to have
a significant impact on amounts reported in
respect of the Group’s financial assets and
financial liabilities. However, it is not practicable
to provide a reasonable estimate of that effect
until a detailed review has been completed.

o HMUMBEBEZOENTE
s - B BRELE
FORBEATZETIEH
HBEEERARESHT
HmBEGEEREAY
Bt ABR) AFEZD
ZEINITE-LER R
BB B 7% s R 59
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ZABEERRREEH G
RNEEEZ RN EA
2HEKEZT)  BIFRE
hEEPREERZERZ
ERERREDHTEEEY
HEARNEE 2 &5t
i - A EEERRSE
HATEEFERTEE

MoBERE - BE R

EEBEFENFE399 -

EERE LT ER AR

ZHBEEATEEDE

e RENMR R o

BEAREEN -—_ZT——F XA
STBEZ2UBEERMBE
& TEHEAESYHHREE
AEIR BT e RAERBN K
BERMBEEZZ2REEE
RERFE - R REAF
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HKFRS 13 establishes a single source of guidance
for fair value measurements and disclosures
about fair value measurements. The Standard
defines fair value, establishes a framework for
measuring fair value, and requires disclosures
about fair value measurements. The scope of
HKFRS 13 is broad; it applies to both financial
instrument items and non-financial instrument
items for which other HKFRSs require or permit
fair value measurements and disclosures about
fair value measurements, except in specified
circumstances. In general, the disclosure
requirements in HKFRS 13 are more extensive
than those in the current standards. For example,
quantitative and qualitative disclosures based
on the three-level fair value hierarchy currently
required for financial instruments only under
HKFRS 7 Financial Instruments: Disclosures will
be extended by HKFRS 13 to cover all assets and
liabilities within its scope.

HKFRS 13 is effective for annual periods
beginning on or after 1st January, 2013, with
earlier application permitted.

The Directors anticipate that HKFRS 13 will be
adopted in the Group's consolidated financial
statements for the annual period beginning 1st
January, 2013 and that the application of the
new standard may affect the amounts reported
in the consolidated financial statements and
result in more extensive disclosures in the
consolidated financial statements.

The Directors anticipate that the application
of the other new and revised standards,
amendments or interpretation will have no
material impact on the results and the financial
position of the Group.
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4. SEGMENT INFORMATION

The Group's reportable and operating segments
are categorised into the manufacture and sale
of:

° Containerboard — corrugating medium and
linerboard

° Corrugated packaging — corrugated paper
boards and carton boxes

The following is an analysis of the Group’s

revenue and results by operating and reportable

segments:

Segment revenues and results

For the six months ended 30th June, 2012

(Unaudited)

Corrugated

Containerboard  packaging
BRE  RBER
HKS'000  HK$'000

REBZ A 2H PR E D AEA]
DREERME

o MR —-RBBER R

o EBEBE-RFHRR&R
il

AT RREERF 280 03
DZAREEWEREED

ok EREE

BE-_Z——#xA=+HL
ANEA
(REER)

Segment

total Eliminations Consolidated
AHE B g&
HK$'000  HKS$'000  HK$'000

Thn TR FHR Thn FhR

REVENUE Wi
External sales HINHE 76926 428,011 504,937 - 504937
Inter-segment sales D EEEE 353,971 1446 355417 (355417) -
Total @zt 430,897 429457 860,354  (355417) 504,937
RESULT ¥
Segment profit 2 HHE 7,391 6,166 13,557 - 13,557
Finance costs BB A (12,791)
Changes in fair value ﬁi’ﬁﬂlﬁ

of derivative NTHEZEY

finandial instruments 4,017

Profit before taxation KA1 7E

4,783



For the six months ended 30th June, 2011
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BE-_Z——FXA=THLE
<A A

(Unaudited) (REEHEZ)
Corrugated Segment
Containerboard ~ packaging total  Eliminations ~ Consolidated
BRE  RERR  ABEH B ga
HK$'000  HK$'000  HK$'000 HK$'000  HK$'000
TET TET TAT TEL TiEx
REVENUE s
External sales HoMEE 103,197 617,833 721,030 - 721,030
Inter-segment sales  HHEHE 378213 1494 379,707 (379,707) -
Total s 481,410 619,327 1,100,737 (379,707) 721,030
RESULT £
Segment profit AEFE 22,485 24,055 46,540 - 46,540
Finance costs BBHRA 1,711
Changes in fairvalue ~ #TE2BTE
of derivative NFEZE
financial instruments 2,395
Profit before taxation ~ FEAT# 37,224

Inter-segment sales are charged at prevailing
market rates.

The majority of the Group’s revenue and
contribution to operating profit is attributable to
customers who have their manufacturing base
in the People’s Republic of China (the “PRC").
Accordingly, no analysis of geographical location
is presented.

HEHEED2RRITHER

D

REE KM IR E R EER
MERMKREEPEARKLMN
B([FEDRELEEEMZE
P B I 2 53R 5 AT -
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5. CHANGES IN FAIR VALUE OF DERIVATIVE

FINANCIAL INSTRUMENTS

TEEMIAAFEZEH

Six months ended

BEXRA=Z+HLAMEAR

30.6.2012 30.6.2011
—B-=F —ZT——F
HK$’ 000 HK$’ 000
FET FHEIT
(Unaudited) (Unaudited)
(RBER) (REER)
Net cash inflow from settlement MAfT4 £ @ T AL
of derivative financial ZEBRERA
instruments 2,848 3,064
Other changes in fair value of PTESMITARTE
derivative financial instruments 2 E & 1,169 (669)
4,017 2,395
6. PROFIT BEFORE TAXATION 6. BiAFIH
Six months ended
BZEAA=1tHIEAMAEA
30.6.2012 30.6.2011
—E-——-F —T——F
HK$’ 000 HK$’ 000
FERT FHIT
(Unaudited) (Unaudited)
(REER) (REER)
Profit before taxation has been  FATFIEE kR
arrived at after charging (BT A) THI&IE -
(crediting):
Cost of inventories R AR
recognised as expenses ZEERAR 423,824 598,233
Depreciation of property, W BER
plant and equipment BB E 38,449 36,403
Release of prepaid lease [0+ b (b
payments on land use rights ENHEERIE 308 432
Interest income FLEWA (1,851) (440)



7.

INCOME TAX EXPENSE
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R8BI

Six months ended
BZEASA=1THLAEA

30.6.2012 30.6.2011
B —ZT——F
HK$’ 000 HK$' 000
FEx FHET
(Unaudited) (Unaudited)
(REER) (CREFR)

Current tax: BVERRR 1A :
Hong Kong Profits Tax BEREFEH 2 742
PRC Enterprise Income Tax B {REPTIS T 8 687
10 1,429
Deferred tax EAETRIE 14 2,506
24 3,935

Hong Kong Profits Tax is calculated at 16.5% of
the estimated assessable profit for both periods.

The Macau subsidiaries of the Group
incorporated under Decree-Law Nno.58/99/M
are exempted from Macau complementary tax
(Macau income tax) as long as they comply with
the relevant regulations and do not sell their
products to a Macau resident.

Under the law of the PRC on Enterprise Income
Tax (the "EIT Law"”) and Implementation
Regulation of the EIT Law, the tax rate of the
PRC subsidiaries is 25% from 1st January, 2008
onwards.
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One PRC subsidiary is exempted from PRC EIT for
two vyears starting from the first profit-making
year, followed by a 50% reduction for the next
three years pursuant to the relevant laws and
regulations in the PRC, was subject to PRC EIT
rate of 12.5% for the six months ended 30th
June, 2011 and 2012.

DIVIDENDS
In June 2011, a dividend of 3.40 HK cents
per share, amounting to approximately

HK$16,419,000, was paid to the shareholders as
final dividend for the year ended 31st December,
2010.

During the six months ended 30th June, 2012,
no payment of a final dividend was made for the
year ended 31st December, 2011.

The Directors did not recommend the payment
of an interim dividend for the six months ended
30th June, 2012 (six months ended 30th June,
2011: nil)
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EARNINGS PER SHARE 9.

The calculation of the basic and diluted earnings
per share attributable to the owners of the
Company is based on the following data:

Interim Report w5k 2012 19

BRAEF

ARFEEAEEERERR
HEE N IR A T BB H

Six months ended

BEAA=t+BLXMEA
30.6.2012 30.6.2011
—E-C—F —T——%F
HK$’ 000 HK$' 000
FERT FET
(Unaudited) (Unaudited)
(REER) (CREFER)

Earnings E%U
Earnings for the purposes of HEEREARR
basic and diluted earnings BEARN BT
per share 4,759 33,289
30.6.2012 30.6.2011
R-ZB—ZF R-Z——%
AB=t+H NAZTH
Number of shares Hﬁfﬁ%ﬁ

Number of ordinary shares in issue ~ tEEREARFN 2
during the period, for the purpose  HIAE 7L @R

of basic earnings per share R &

Effect of dilutive potential HEREBR
ordinary shares in respect EEEETRR
of share options -7

482,924,000 482,924,000

- 8,017,357

Number of ordinary shares in issue st E&REERF 2
during the period, for the purpose BRI E #47E AR
of diluted earnings per share % 24

482,924,000 490,941,357

During the six months ended 30th June, 2012,
the exercise price of the Company's share
options exceeded the average market price per
share. Accordingly, the share options did not
have a dilutive effect and no diluted earnings per
share is presented.
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10. PROPERTY, PLANT AND EQUIPMENT 10.

11.

During the six months ended 30th June, 2012
the Group acquired machineries and equipment
amounting to approximately HK$52.6 million
(for the year ended 31st December, 2011:

approximately HK$120.0 million).

TRADE AND OTHER RECEIVABLES 11.

M- BERRE

BHE-_Z——FXA=+
BIEANBEAR AEEFE
3 #952,600,00078 7T i B #
BREEEBEZZE—F
T A=+ -—BHLEE:H
120,000,000 7T) °

E5 R At ERKIE

30.6.2012 31.12.2011

R=B-=§ R-ZT——F

NRETH TZA=1+—H

HK$' 000 HK$' 000

FEx FHET

(Unaudited) (Audited)

(RIEER) (BE%)

Trade receivables B S EWRIE 169,803 169,958
Less: allowance for doubtful debts & : REE B & (1,068) (1,068)
168,735 168,890

Other receivables (Note) H R IE (M 5E) 15,293 24,446
Total trade and other receivables B 5L EMEWRIERE 184,028 193,336

Note: Included in other receivables as at 31st

December, 2011 were reimbursement of
tax and other charges of approximately
HK$9,080,000 (which was fully settled in
February 2012), and the cost for a piece
of land paid by the Group in prior years
(with carrying amount of RMB12,000,000,
equivalent to HK$14,670,000) to be
refunded from the PRC local government.
The Group is still in the process of
negotiating with the PRC local government
for the amount of compensation. In the
opinion of Directors of the Company, the
Group will at least receive the cost paid for
the land and hence the carrying amount of
the land is included in “other receivables”.
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The Group allows credit periods ranging from 5
to 150 days to its trade customers which may be
extended to selected trade customers depending
on their trade volume and history of settlement
with the Group. The following is an aged
analysis of trade receivables net of allowance for
doubtful debts presented based on the invoice
date at the end of the reporting period:
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AEEGKTE S EFPS5E150
BEEH  BrIUREETE
SEFPHAEEZBES5ERIA
FNREEN FUAERZEE
By o o RN MmEMRENE
ZHHMNBRRERERMZ5)
2B S EWGRIE 2 BRER DT

30.62012  31.12.2011
R-B-—F R-T——F
NRETH TZA=1+—H

HK$’ 000 HK$"000
T FTAET
(Unaudited) (Audited)

(REE®) (B#EZ)

Within 30 days 30HA 143,088 148,701
31-60 days 31£60H 11,407 10,392
61-90 days 61£90H 10,176 3,357
Over 90 days 90H M L 4,064 6,440

168,735 168,890

Included in the Group's trade receivable balance
are debtors with an aggregate carrying amount
of HK$1,602,000 (2011: HK$34,128,000) which
were past due at the reporting date for which
the Group has not provided for impairment
loss. Such amount relates to a number of
independent customers that have good trade
and payment records with the Group. There has
not been a significant change in credit quality of
the relevant customers and the Group believes
that the balances are still recoverable. The Group
does not hold any collateral over these balances.
The average age of these receivables is 61 days
based on invoice dates (2011: 51 days).

REB 2B S EWRFIBLL ST
BIEREELRTEA1,602,000%
TTZEWHRIE (ZFT——5F:
34,128,000/87T) * ZEFIER
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12. TRADE, BILLS AND OTHER PAYABLES

The following is an aged analysis of trade and
bills payables presented based on the invoice
date at the end of the reporting period:

12. E5  EBRHEMENRIE

TORRMEMRENER
HmME5 285 RFREMNR
R BRI

30.6.2012 31.12.2011
R-B--% R-F——F
AA=t+H tZA=1+—H

HK$’ 000 HK$"000
T FTAET
(Unaudited) (Audited)

(REE®) (BER)

Current B HA 97,207 118,775
Overdue 1 to 30 days BE1Z308 11,899 10,287
Overdue 31 to 60 days #EI31260H 653 520
Overdue for more than 60 days #HEI60H I - 1,223 826
110,982 130,408
Payables for the acquisition of BEME BER
property, plant and equipment J 2 B FUR 7,060 5,734
Other payables and accrued charges L ftb 1< 3078 K JE AT 2 70,363 72,540
Monies returnable to unsuccessful 78RR LR T B A8
excess rights shares applicants BIMERR IR 19 2 FRIE 148,143 -
Interests and penalty payable FERFEREIRK - 5,101
336,548 213,783

The average credit period on purchases of
goods is 52 days (2011: 38 days). The Group
has financial risk management policies in place
to ensure that all payables are within the credit
time frame.

BEEMZ FIEER RS2
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.
13. UNSECURED BANK BORROWINGS 13. BEARTHEE
Unsecured bank borrowings comprise: EIRFBETEERRE
30.6.2012 31.12.2011
R-B—Z=F RKRZT——%F
AB=+H TZA=+—H
HK$' 000 HK$' 000
FTExT TET
(Unaudited) (Audited)
(RBER) (&&EZ)
Bank loans BITER 489,818 520,640
Other bank borrowings HARITER 218,473 174,503
Trust receipt loans Bt R E R 1,603 73,959
709,894 769,102
The bank loans obtained by the Group were REBAERITERTIANE
used to finance the acquisition of property, plant BELEEME  BERZE-
and equipment.
14. SHARE CAPITAL 14. B
Number Share
of shares capital
R&EE R
HK$' 000
TET
Ordinary shares of HK$0.10 each ~ &REE0.10E T2 LR H
Authorised: EERA :
At 1st January, 2012 and RZZE-—%—-A—-HkK
30th June, 2012 —E-—#XA=1H 1,000,000,000 100,000
Issued and fully paid: EBETRBERAE
At 1st January, 2012 and RZE-—§—-A—-HkK

30th June, 2012 “Z-ZEXA=1H 482,924,000 48,292
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15. CAPITAL COMMITMENTS

15. EREE

30.6.2012 31.12.2011

R=-B--§F R-ZT——F

XAZTE t=A=t-A

HK$' 000 HK$' 000
FHT FHEL
(Unaudited) (Audited)
(REER) (BEZ)
Capital expenditure in respect BRI ERRRERZ
of the acquisition of plant HILRE B
and equipment contracted REZBE K
for but not provided in the HEREEARES
unaudited condensed
consolidated financial statements 1,145 1,199
16. RELATED PARTY TRANSACTIONS 16. BEALTRS

(a) During the period, the Group engaged
Hop Fung (Australia) Pty Ltd as the Group's
purchase agent in Australia at an annual fee
of HK$1 for the agency services rendered
to the Group. Hop Fung (Australia) Pty Ltd
is a company in which Mr. Hui Sum Kwok,
an executive director of the Company, has
controlling interest.

(b) Key management compensation:

(a)

AN AEEE BHop
Fung (Australia) Pty Ltd %
REERRMZ KER
BA - WRtHmAEER
HIRERBNFE
BT - ARRIITES
7F #% Bl % 4 MHop Fung
(Australia) Pty Ltd#EA& 1%
HlEm -

TEERAEME

Six months ended
BEAA=1+HILAEA

30.6.2012 30.6.2011
—E-—F —E——fF
HK$' 000 HK$' 000
THERT FHET

(Unaudited) (Unaudited)
(REER) (RESEZ)

Salaries and other short-term  Er Bl &2 E 45 £

employee benefits EERF

Post employment benefits LA 2 R

4,213 5,987
75 80




17. CONTINGENT LIABILITIES

For the years of assessment 2004/2005 to
2010/2011, the tax audits conducted by the
Inland Revenue Department (“IRD"”) on the
Company and its subsidiaries are still on-going.

The IRD had previously issued additional
assessments to Gong Ming Hop Fung Paper
Ware Factory Limited (“GMHF") for the years of
assessment 2004/2005 and 2005/2006 on 2nd
June, 2006 and 19th October, 2006 respectively.
The taxes demanded under the additional
assessments amounted to HK$11,220,917 in
aggregate. The Group had lodged objections
with the IRD against these additional
assessments.

Subsequent to the lodgement of objections
by GMHF, tax payment of HK$1,992,965
was made. Further, tax reserve certificates of
HK$1,717,279 in respect of the 2005/2006
assessments for GMHF, pending the outcome
of the tax audits and the objections, were
purchased in December 2006. Also, banker’s
undertakings of HK$3,828,453 were arranged
by the Group and had been accepted by the IRD
as security for payment of the mentioned tax.
The remaining amounts of tax of HK$3,682,220
demanded by the IRD have been held over
unconditionally.

In addition, the IRD issued protective
assessments to certain subsidiaries of the Group
for the year of assessment 2005/2006 in March
2012. The Group would lodge objections with
the IRD against these protective assessments.

The directors believe that no additional provision
for Hong Kong Profits Tax in respect of the tax
audit for the years of assessment 2004/2005 and
onwards is necessary at the present stage. The
directors consider that the inquiries from the
IRD are still at a fact-finding stage and the IRD
has not yet expressed any formal opinion on the
potential tax liability, if any. The potential tax
liability, if any, cannot be readily ascertained at
this stage.
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18. SUBSEQUENT EVENT

On 10th July, 2012, the Company completed
an issue of 241,462,000 new ordinary shares
by way of the Company’s rights issue on the
basis of one rights share for every two existing
shares at a subscription price of HK$0.18 per
rights share. Net proceeds of approximately
HK$42.1 million have been used for general
working capital and for settling part of the
bank borrowings of the Group. Details of the
rights issue had been set out in the rights issue
prospectus dated 13th June, 2012 and the
announcements of the Company made on 23rd
May, 2012 and 6th July, 2012, respectively.
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MANAGEMENT DISCUSSION AND
ANALYSIS

BUSINESS REVIEW

The challenging environment in the second half
of 2011 continued for companies globally in the
first half of 2012. The impact of the European
debt crisis is being felt by companies around
the world, leaving the global economy in a rut.
Austerity measures from a number of countries
have put pressure on household income and
spending, resulting in fewer orders for Chinese
exporters. The business environment has
tightened as a result, a situation made worse by
slowing domestic demand growth in China and
rising operating costs for domestic companies.

The global economy worsened from the second
half of last year and the first half of this year
was plagued by external and internal pressures
for the Group. The Group has moved its sales
strategy towards shorter cycle products and
away from export orders, which have longer
payment cycles, in order for the Group to secure
stable fund flows. As a result, export orders
have fallen by more than 60% in the first half
of this 2012, and domestic sales orders fell by
10%. Domestic sales accounted for around
80% of first half 2012 sales.
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The Group’s upstream containerboard
(corrugating medium and linerboard) saw a
25% decline in sales, with sales volume and
average selling price down by 16% and 7%,
respectively. Downstream, the corrugated
packaging (corrugated paper boards and
carton boxes) business saw a 30% decline in
sales, with sales volume and average selling
price down by 20% and 13%, respectively.
The upstream and downstream businesses
accounted for 15% and 85% of sales,
respectively, similar to the levels seen in the first
half of last year. As a whole, sales in the first
half of 2012 fell by 30% compared to the same
period of last year.

Raw materials prices started to fall in the second
quarter of 2012 but other cost items such as
wages and shipment costs have not fallen. The
Group was however still able to break even
through reducing wastage, energy conservation
and improvements in production flows.
Inventories, receivables and net gearing levels
were similar compared to the end of last year,
and bad debts remained close to zero, similar to
prior years. The Group raised HK$42.1 million
from a rights issue at the end of June 2012,
making our finances even more stable.
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FINANCIAL REVIEW
Operating results

The Group recorded a fall in revenue by 30.0%,
from HK$721.0 million in the first half of 2011
to HK$504.9 million in the first half of 2012,
resulting from weak global market demand
and drop in average selling price. Though raw
material prices only started to fall in the second
quarter of 2012, the group strived to improve
its production flows to save the production
costs. As a result, the fall in cost of sales by
29.2% was in line with the fall in revenue.
Gross profit margin slightly decreased from
17.0% to 16.1%.

The drop in other income by 27.6% was mainly
attributable to less canteen service income
received from reduced number of staff, and less
scrap sales from declined production volume.

Selling and distribution costs fell 28.3% from
HK$38.4 million to HK$27.5 million. The drop
was in line with the fall in revenue.

The decline in administrative expenses by 13.0%
from HK$37.5 million to HK$32.6 million was
owing to the drop in the number of staff and
drop in salaries accordingly.

Other expenses rose 50.4% from HK$9.2
million to HK$13.8 million. The surge was
mainly due to new duty introduced and
exchange loss incurred for repaying a term loan
in China.
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EBITDA (earnings before interest, tax,
depreciation and amortisation and other
changes in fair value of derivative financial
instruments) fell 36.2%, from HK$86.4 million
to HK$55.2 million.

The rise in finance costs by 9.2%, from
HK$11.7 million to HK$12.8 million was the
result of interest rate increment for the term
loans in China.

Same as previous years, other changes in fair
value of derivative financial instruments were
recognised only for accounting purpose. It was
non-cash in nature and would be reversed to
zero at maturity date.

Profit from operation (profit for the period
exclusive of other changes in fair value of
derivative financial instruments) slid to HK$3.6
million from HK$34.0 million. The fall by 89.4%
was mainly due to weak global market demand.
The profit margin from operation fell from
4.7% 10 0.7%.

Profit for the period fell 85.7% from HK$33.3
million to HK$4.8 million. Basic earnings per
share dropped accordingly from 6.89 HK cents
to 0.99 HK cent.
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Liquidity, financial and capital resources

At 30th June, 2012, the Group’s total cash
and cash equivalents were HK$382.2 million
(31st December, 2011: HK$299.7 million),
mostly denominated in Hong Kong dollars
and Renminbi. HK$42.1 million was the net
proceeds raised from the rights issue exercise.
HK$148.1
returned to the unsuccessful excess rights shares

million was the monies to be

applicants.

Net current assets and current ratio of the
Group were HK$14.1 million (31st December,
2011: HK$4.0 million) and 1.02 (31st
December, 2011: 1.01) respectively.

The Group spent HK$52.6 million on capital
expenditures for annual maintenance and
technical upgrades to production lines and
facilities.

A surge in the average inventory turnover was
recorded, from 63 days to 83 days. In addition
to the basic two-month shipment for delivering
waste paper from Europe or the United States
to China, some shipping companies experienced
problems in their logistics arrangements,
resulting in delay in shipment.
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Trust receipt loans decreased HK$72.4 million
as less waste paper was bought from overseas
suppliers. The current and non-current bank
borrowings were down by HK$36.4 million
and HK$22.8 million respectively. Net gearing
(measured by total bank borrowings net of
bank balances and cash excluding monies to be
returned to unsuccessful excess rights shares
applicants) was slightly increased by HK$7.9
million, owing to additional funds used for
acquiring domestic waste paper to deal with the
delayed shipment. Net gearing ratio dropped
from 46.0% to 44.7%.

Contingent liabilities

The tax audits conducted by the IRD on the
Company and its subsidiaries are still ongoing
for the years of assessment 2004/2005 to
2010/2011. The IRD had previously issued
protective assessments for the years of
assessment 2004/2005 to 2005/2006 to certain
subsidiaries of the Group. Objections have
been filed against all these assessments. In
the opinion of the Directors, the outcome and
impact of this matter could not be determined
with reasonable certainty at this stage.
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OUTLOOK

Looking to the second half of 2012, the
Group expects an uncertain global economy
and slowing economic growth in China.
That said, with leadership changes due in
the United States and in China, we expect
economic stimulus measures to be launched,
which will help the global economy recover
next year. China remains the driver of global
growth and there is increasing demand for
better living standards. As per person income
increases, the current volatility in consumption
demand reflects cyclical confidence changes
and the Group remains optimistic towards the
domestic sales market. We will continue to
exploit potential markets, expand market share,
reduce wastage and improve productivity, and
implement tight credit controls, in order for the
Group to continue its development steadily on
solid foundations.
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DISCLOSURE OF INTERESTS

Directors’ Interests in Shares, Underlying
Shares and Debentures

The following disclosures were made as if no
rights issue were proposed to avoid distortion.
Please refer to Note 18 to the condensed
consolidated financial statements for details.

Save as mentioned above, as at 30th June,
2012, the interests and/or short positions of
the Directors and their associates in the shares,
underlying shares and debentures of the
Company and its associated corporations within
the meaning of the Securities and Futures
Ordinance (“SFO"), as recorded in the register
maintained by the Company pursuant to Section
352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to
the Model Code for Securities Transactions by
Directors of Listed Issuers, were as follows:
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SR E

EERRG  HBRORESZ
i

BT  ERRLEHETT
HAEIBR T - fEHh T T
B - FER R AR MBERER
FEE18

bR ESURREN - RZF——4F
ANAZ=ZTH - ?ﬁﬁnzjxix\j*ETéﬁm
FREE B ([7#FFH R BE K
Bl]) E352E 2 HEBF L ER
fFrRcek - SARE EMEITAE
FETEFRHNFESTAR
MERRARERME T2k
BEZHBATIRARARE
EEEE (TR REBEHFRBAEK
) 2 Bxfn ~ HBERG REHS
MEZERR KRBT

(a) Shares a) BH
Company/ Approximate
Name of percentage
associated Number and of issued
corporation class of share capital
Name of Director 527/ Capacity securities EERTRE
ESfg RELEAR 5% REYAREN BOED
Mr. Hui Sum Kwok Company Founder of a discretionary 252,000,000 shares 52.18%
FHREALE YN trust / interest of Long position (Note 1)
controlled corporations 252,000,000 k12
2REERETA/ 2 (HizH)
RiEEEER
Mr. Hui Sum Kwok Company Beneficial owner 10,128,000 shares 2.10%
FRELE YN EHEEA Long position
10,128,000 (R 17
i
Mr. Hui Sum Kwok Company Interest of spouse 500,000 shares 0.10%
FRERE YN B ER Long position
500,000 &t

8
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Company/ Approximate
Name of percentage
associated Number and of issued
corporation class of share capital
Name of Director A28/ Capacity secutities HERORA
33 : 43 REYAREN BOED
Mr. Hui Sum Ping Company Founder of a discretionary 252,000,000 shares 52.18%
FRTEE YN trust / interest of Long position (Note 1)
controlled corporations 252,000,000 {3
2EERETA/ 78 (1)
REzEER
Mr. Hui Sum Ping Company Beneficial owner 7,894,000 shares 1.63%
SARTRE LN ERREAA Long position
7,894,000 & 19
i}
Mr. Hui Sum Tai Company Interest of a controlled Nil (Notet) -
TRELE LN corporation ()
REiERER
Mr. Hui Sum Tai Company Beneficial owner 6,246,000 shares 1.29%
ARREE LN EHEEA Long position
6,246,000 f R 3
e
Ms. Hui Yuen Li Company Beneficial owner 3,670,000 shares 0.76%
SRR LN EakEA Long position
3,670,000 fFRf
f7g
Mr. Chee Man Sang, Eric -~ Company Beneficial owner 96,000 shares 0.02%
HRERE NS EREAA Long position
9,000 B 1A
i}

Mr. Hui Sum Kwok
SRERE

Hop Fung Industries
Limited
("Hop Fung
Industries”)

Founder of a discretionary
trust / interest of
controlled corporations

2EERETA/
REEEER

7,886 shares of US$0.01 each  78.86%
Long position
(Notes 1 and 2)
788 REHRAR
001F 2R fA
i (B R2)
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Company/ Approximate
Name of percentage
associated Number and of issued
corporation class of share capital
Name of Director A28/ Capacity secutities HERORA
33 RELEAR 43 REYAREN BOED
Mr. Hui Sum Ping Hop Fung Industries  Founder of a discretionary 7,886 shares of US$0.01 each ~ 78.86%
IRTRE trust / interest of Long position
controlled corporations (Notes 1 and 2)
2T/ 7886 R ERAEL.V1ET
REEERE b3
A GEN)
Mr. Hui Sum Tai Hop Fung Industries  Beneficial owner 857 shares of US$0.01 each 8.57%
IRRRE EhEAA Long position
(Notes 1and 2)
857 RERER0VIET
b4
bR
Mr. Hui Sum Kwok Hop Fung Industries  Beneficial owner / founder 5,000 shares of US$0.01 each 50%
SRELE (Holdings) Limited of a discretionary trust / Long position
("Hop Fung interest of a controlled (Notes 1and 3)
Industries BVI") corporation 5,000 REREEVIET
EaEAN/ IR
2EETEVA/ e (I R3)
REEERER
Mr. Hui Sum Ping Hop Fung Beneficial owner / founder 5,000 shares of US$0.01 each 50%
FARTRE Industries B! of a discretionary trust / Long position
interest of a controlled (Notes 1and 3)
corporation 5,000 RS RERCIET
kBN pd 4!
2EERELA/ & (1 R3)

XRiEEEs
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Company/ Approximate
Name of percentage
associated Number and of issued
corporation class of share capital
Name of Director A28/ Capacity secutities HERORA
33 : 43 REYAREN BOED
Mr. Hui Sum Kwok Gong Ming Interest of controlled 3,000,000 non-voting 100%
HRERE Hop Fung corporations deferred shares of
Paper Ware REEER HKS 1 each
Factory Limited Long and short positions
("Hop Fung GM") (Notes 1 and 4)
ARREARR 3,000,000 BEREE
ERAF VBT BRERELR
([5en8)) Rk (Mik1ka)
Mr. Hui Sum Ping Hop Fung GM Founder of a discretionary 3,000,000 non-voting 100%
RE D AERH trust / interest of controlled deferred shares of
corporations HK$1 each
2EEFELL/ Long and short positions
REEEER (Notes 1 and 4)
3,000,000 REREE
BT BRRERLR
2 RAE (B Ra)
Mr. Hui Sum Tai Hop Fung GM Interest of a controlled Nil (Notes 1 and 4) -
TRRLE N corporation / short E(Mi1Ra)
position of a controlled
corporation
REEEER/
REEENE
Mr. Hui Sum Kwok Fung Kong Interest of controlled 3,000,000 non-voting 100%
TRELE Hop Fung corporations deferred shares of
Paper Ware REEEER HKS 1 each
Factory Limited Long and short positions
("Hop Fung FG") (Notes 1,4 and 5)
BEASHmA 3,000,000 RERE(E
ERAT AT BRFEELR

(regmE)

iR RkR (M 4R5)



38 Hop Fung Group Holdings Limited 42 %£EZRERA A

Company/ Approximate
Name of percentage
associated Number and of issued
corporation class of share capital
Name of Director A28/ Capacity secutities HERORA
s : 5% #5HEREA BREAY
Mr. Hui Sum Ping Hop Fung FG Founder of a discretionary 3,000,000 non-voting 100%
SRTRE BERE trust / interest of controlled deferred shares of
corporations HK$1 each
RRETAIA/ Long and short positions
REEEER (Notes 1, 4 and 5)
3,000,000 REHREE
BT ERFRELR
FERAR (W31 - 4R5)
Mr. Hui Sum Tai Hop Fung FG Interest of a controlled Nil (Notes 1, 4 and 5) -
THREE ALREH corporation / short E ([ 4R5)
position of a controlled
corporation
RiERER/
RiEie

Mr. Hui Sum Kwok
SRELE

Mr. Hui Sum Kwok
TRELE

Mr. Hui Sum Kwok
SRELE

Applewood Forest
Limited

Profit Luck Limited
HFRARAT

Profit Sun Limited
BHARAT

Founder of a discretionary
trust
REETELA

Founder of a discretionary
trust

2RERELA

Founder of a discretionary
trust
SRETETIA

1 share of US$1
Long position
(Notes 1 and 6)

1 REE 1ZT KRG
78 (Mt o)

100 shares of HK$1
Long position
(Notes 1, 6.and 7)

100 G HEE
1EL Rl
i (&1 6R7)

1 share of HK$1
Long position
(Notes 1,6, 7 and 8)

1 REE 1EL R
72 (16 7R8)

100%

100%

100%



Notes:

1.

The 252,000,000 shares are owned by
Hop Fung Industries. The issued share
capital of Hop Fung Industries is owned
as to 78.86%, 12.57% and 8.57% by
Hop Fung Industries BVI, Delight Ocean
Limited (“Delight”) and Mr. Hui Sum Tai
respectively.

The issued share capital of Hop Fung
Industries BVI is owned as to 11.81%,
11.81%, 38.19% and 38.19% by Mr. Hui
Sum Kwok, Mr. Hui Sum Ping, Fullwood
Holdings Limited (“Fullwood”) and
Goldspeed Holdings Limited (“Goldspeed”)
respectively. Fullwood is wholly owned by
Pinecity Investments Limited (”Pinecity”)
and Pinecity is wholly owned by HSBC
International Trustee Limited (“HSBC”) in
its capacity as the trustee of Hui & Wong
2004 Family Trust, a discretionary trust the
founder of which is Mr. Hui Sum Kwok and
the discretionary objects of which include
family members of Mr. Hui Sum Kwok.
Goldspeed is wholly owned by Goldkeen
Assets Management Limited (“Goldkeen”)
and Goldkeen is wholly owned by HSBC
in its capacity as the trustee of HSP 2004
Family Trust, a discretionary trust the
founder of which is Mr. Hui Sum Ping and
the discretionary objects of which include
family members of Mr. Hui Sum Ping.
Accordingly, each of Mr. Hui Sum Kwok
and Mr. Hui Sum Ping is deemed to be
interested in the 252,000,000 shares under
the SFO.
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5%252,000,0000% f% 19
FiHop Fung Industriesf
& ° Hop Fung Industries
B # TR A5 Bl BAHop
Fung Industries BVI -
Delight Ocean Limited
([Delight]) REFFARFFE
% H78.86% * 12.57% %
857% °

Hop Fung Industries BVI
ZBEEITRAD A
HRELE FHRTRE
4 -~ Fullwood Holdings
Limited ([ Fullwood )
K Goldspeed Holdings
Limited ([ Goldspeed |)
HE11.81% 11.81%
38.19% }38.19% °
FullwoodMPinecity
Investments Limited
(['Pinecityl) 2 & %
A MPinecityHSBC
International Trustee
Limited ([HSBC J) LAHui &
Wong 2004 Family Trust
XAEAZEDER
B ZEREAR-IEEERE
5t HElZ ABFTARE %
& 2RETEHRBER
RBIAEEZRIEKE °
Goldspeedf Goldkeen
Assets Management
Limited ([ Goldkeen |) &
A A - MGoldkeenm
HSBCLAHSP 2004 Family
Trust¥ s EAZE D EE
WA - ZEER—IEDE
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TE - 2RETERERE
TR REZRIKKE ©
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Hop Fung Industries is a holding company
of the Company and therefore an
associated corporation of the Company
under the SFO. The entire issued share
capital of Hop Fung Industries is US$100
divided into 10,000 shares of US$0.01 each
which is owned as to 7,886, 1,257 and 857
shares by Hop Fung Industries BVI, Delight
and Mr. Hui Sum Tai respectively. Under the
SFO, each of Mr. Hui Sum Kwok and Mr.
Hui Sum Ping is deemed to be interested in
the 7,886 shares of US$0.01 each in Hop
Fung Industries.

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

Hop Fung IndustriesJ3 7%
RAIZERAR - At
BEFEHFRBAEGN B
RR A2 ABHEEE © Hop
Fung IndustriesZ 2 & &2
BT A B1003ETT - &
#$10,000/% 5 P& I {50.01
Ez B - 5 5l fEHop
Fung Industries BVI »

Delight X5 AT L MR
7,886 + 1,257 %857/ °
IRRE A LA E G - 5T
RBEEERTRTLE
B R ¥ BHop Fung
Industries 7,886/% & % M
B0.01E LR 2 ©

Hop Fung Industries BVI
J3Hop Fung IndustriesZ
ERAF B IREFE

HFREEKEL BAARA
a2 15t 7%E e Hop Fung
Industries BVIZ & &2 %
TIRAER 1007 5
10,0000% & Ax HI{E 0.01
E v, & R ==l
RE LA FTARTEE
Fullwood } Goldspeed#
1,181 1,181 3,819
3,8190% - RIEFE H K&
HEED - STAREEER
HREREHBEERS
SR A%EE Hop Fung
Industries BVI& £ 5,000
H’iiﬁﬁ@@ 0.01E L%
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Hop Fung GM is a subsidiary of the
Company and therefore an associated
corporation of the Company under the
SFO. The entire issued share capital of
Hop Fung GM is HK$3,000,100 divided
into 100 ordinary shares of HK$1 each
and 3,000,000 non-voting deferred shares
of HK$1 each. The 3,000,000 non-voting
deferred shares of HK$1 each in Hop Fung
GM are beneficially owned by Hop Fung
Group (HK) Limited (“Hop Fung Group HK")
which is owned as to 91.43% and 8.57%
by Hop Fung Holdings Limited (“Hop Fung
Holdings (BVI)”) and Mr. Hui Sum Tai
respectively.

The issued share capital of Hop Fung
Holdings (BVI) is owned as to 50%, 11.81%
and 38.19% by Mr. Hui Sum Kwok, Mr.
Hui Sum Ping and Goldspeed respectively.
Under the SFO, each of Mr. Hui Sum Kwok
and Mr. Hui Sum Ping is deemed to be
interested in the 3,000,000 non-voting
deferred shares of HK$1 each in Hop Fung
GM.
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Pursuant to an option deed dated 19th
August, 2003, Hop Fung Group HK and
its nominee granted to Hop Fung Group
Company Limited (“Hop Fung Group
(BVI)"), a wholly owned subsidiary of the
Company, an option to purchase from
them such 3,000,000 non-voting deferred
shares of HK$1 each in Hop Fung GM.
Accordingly, each of Mr. Hui Sum Kwok
and Mr. Hui Sum Ping is deemed to have a
short position in the underlying shares of
the option granted under the option deed
pursuant to the SFO.

Hop Fung FG is a subsidiary of the
Company and therefore an associated
corporation of the Company under the
SFO. The entire issued share capital of
Hop Fung FG is HK$3,000,100 divided
into 100 ordinary shares of HK$1 each
and 3,000,000 non-voting deferred shares
of HK$1 each. The 3,000,000 non-voting
deferred shares of HK$1 each in Hop Fung
FG are beneficially owned by Hop Fung
Group HK. Under the SFO, each of Mr. Hui
Sum Kwok and Mr. Hui Sum Ping is deemed
to be interested in the 3,000,000 non-
voting deferred shares of HK$1 each in Hop
Fung FG.
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NATILAZERER
B 22KEFEBRER
HAARARRA 2 EEMK
J& A ®]Hop Fung Group
Company Limited ([ Hop
Fung Group (BVI)]) #& H
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TZEERNAERERER
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BE#TRZA A 3,000,100
BT 9 A 1003
HE BTz EBRRE
3,000,000f& & AR E & 1
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Pursuant to an option deed dated 19th
August, 2003, Hop Fung Group HK and
its nominee granted to Hop Fung Group
(BVI) an option to purchase from them
such 3,000,000 non-voting deferred
shares of HK$1 each in Hop Fung FG.
Accordingly, each of Mr. Hui Sum Kwok
and Mr. Hui Sum Ping is deemed to have a
short position in the underlying shares of
the option granted under the option deed
pursuant to the SFO.

Applewood Forest Limited (“Applewood”)
is a company incorporated in the British
Virgin Islands. The entire issued share
capital of Applewood is US$1 comprising
1 share of US$1 which is wholly owned
by Pinecity and is ultimately owned by
HSBC in its capacity as the trustee of Hui
& Wong 2004 Family Trust. Applewood is
an associated corporation of the Company
under the SFO. Under the SFO, Mr. Hui Sum
Kwok is deemed to be interested in the 1
share of US$1 in Applewood.
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7.

Profit Luck Limited (“PLL") is a company
incorporated in Hong Kong. The entire
issued share capital of PLL is HK$100
comprising 100 shares of HK$1 each
which is directly owned by Applewood, a
company indirectly owned by HSBC through
its wholly owned subsidiary, Pinecity. Under
the SFO, Mr. Hui Sum Kwok is deemed to
be interested in the 100 shares of HK$1
in PLL ultimately owned by HSBC in its
capacity as the trustee of Hui & Wong 2004
Family Trust. Details of Applewood are set
out in Note 6 above.

Profit Sun Limited (“PSL") is a company
incorporated in Hong Kong. The entire
issued share capital of PSL is HK$1
comprising 1 share of HK$1 which is
directly owned by Applewood, a company
indirectly owned by HSBC through its
wholly owned subsidiary, Pinecity. Under
the SFO, Mr. Hui Sum Kwok is deemed to
be interested in the 1 share of HK$1 in PSL
ultimately owned by HSBC in its capacity
as the trustee of Hui & Wong 2004 Family
Trust. Details of Applewood are set out in
Note 6 above.

FHEBR R A ([FH])
DREBEBFMKLIZA
Alo Bz 2EE BT
[ AR B100B T 9 A
100k @ REE1E T2
F& 1% - B Applewood H
A - MApplewoodil
BHSBCE B E 2 &M &
A B)Pinecityfi B # & ©
REFSFRBAEGKL -
MARBEERBERESR
HSBCJAHuUI & Wong 2004
Family Trust 5EA & 19 &
RER 2 MF100/ & I%
EEIETRG 2 -
Applewood 2 FIEH R L
SCPTEE6 ©

B Fl AR AR ([BER])
TREBEAFEMKL 2 A
Al RNz 2EEBEITR
KEBIBT DRIKRE
REBEIBTZRM - B
ApplewoodE & -

mApplewood8l| FFHSBC
FREZEWNB QA
Pinecity@ #E # B - R &
BHNEERY - FFARE
55 4 AR R BHSBCIA
Hui & Wong 2004 Family
TrustRFEA SN HELHER
ZENIREREEIET
f& 17 2 %5 o Applewood
ZEHEER X6 o



(b) Share options

and their
associates’ interests in share options of the

Details of the Directors’

Company are set out in the Section headed
“Share Options” below.

Other than as disclosed above, none of the
Directors nor their associates had any interests
or short positions in any shares, underlying
shares or debentures of the Company or any
of its associated corporations as at 30th June,
2012.

Substantial Shareholders

As at 30th June, 2012, the register of
substantial shareholders maintained by the
Company pursuant to Section 336 of the SFO
shows that the following shareholders had
notified the Company of relevant interests and
short positions in the issued share capital of the
Company:
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Approximate

Number percentage
of issued of issued
shares held share capital
Name of shareholder Capacity HECHT  Note(s) HEBTRE
RREE 2 Ey RHEE M BHAEA
Hop Fung Industries Beneficial owner 252,000,000 1 52.18%
ExlAA
Hop Fung Industries BVI Interest of a controlled 252,000,000 1,2 52.18%
corporation
REEEER
Fullwood Interest of controlled 252,000,000 1,2, 3,4 52.18%
corporations
REEEER
Pinecity Interest of controlled 252,000,000 1,2,3,4 52.18%
corporations
REEEER
Goldspeed Interest of controlled 252,000,000 1,2,3,5 52.18%
corporations
XEEE#ER
Goldkeen Interest of controlled 252,000,000 1,2,3,5 52.18%
corporations
XEEEER
HSBC Trustee of discretionary 252,000,000  1,2,3,4,5 52.18%

trust
PREAXTEA
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Approximate

Number percentage
of issued of issued
shares held share capital
Name of shareholder Capacity HECHT  Note(s) HEBTRE
BRRER/#HE ES) ROBE I BREDL
Mr. Hui Sum Kwok Beneficial owner / founder 262,628,000 23,46 54.38%
FREEE of a discretionary trust /
interest of controlled
corporations / interest
of spouse
ERBEEAN/
2REETEAS
RiEEER
[P o
Mr. Hui Sum Ping Beneficial owner / founder 259,894,000  1,2,3,5,7 53.82%
THRTRE of a discretionary trust /
interest of controlled
corporations
ERBEAN/
PREETEIA/
REEEER
Hallgain Management Interest of controlled 67,794,000 8 14.04%
Limited (“Hallgain") corporations
REEERER
Montpelier Investment Investment manager 26,484,000 - 5.48%
Management LLP RELE
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Notes:

1.

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

The issued share capital of Hop Fung
Industries is owned as to 78.86%, 12.57%
and 8.57% by Hop Fung Industries BVI,
Delight and Mr. Hui Sum Tai respectively
and Hop Fung Industries BVI is deemed to
be interested in the 252,000,000 shares
under the SFO.

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

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

Of 262,628,000 shares, Ms. Wong Mui is
directly interested in 500,000 shares and
is deemed to be interested in 262,128,000
shares of the Company under the SFO as
she is the spouse of Mr. Hui Sum Kwok, a
Director and a substantial shareholder of
the Company.

Ms. Jian Jian Yi is deemed to be interested
in 259,894,000 shares under the SFO as
she is the spouse of Mr. Hui Sum Ping, a
Director and a substantial shareholder of
the Company.
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8. Hallgain is deemed to be interested
in 67,794,000 shares. Hallgain held
35.80% of Kingboard Chemical Holdings
Limited (“Kingboard Chemical”) which is
directly interested in 57,210,000 shares
of the Company. Jamplan (BVI) Limited
("Jamplan”) is a wholly owned subsidiary of
Kingboard Chemical. Jamplan wholly owns
Kingboard Investments Limited which is
directly interested in 10,584,000 shares of
the Company.

Other than as disclosed above, the Company
had not been notified of any other relevant
interests or short positions in the issued share
capital of the Company as at 30th June, 2012.

Share Options

The Company’s share option scheme (“the
Scheme”) was adopted pursuant to a resolution
passed on 4th September, 2003 for the primary
purpose of providing incentives or rewards
to selected participants for their contribution
to the Group. The Scheme will expire on 3rd
September, 2013.
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The following table discloses movements in the TN ERIFE A QG EREREA
Company’s share options during the period: 2

Outstanding Granted  Exercsed  Cancelled Lapsed  Outstanding

Date of Exercisable ~at beginning during during during during  atend of
Category Optiontype ~ grant price of theperiod  theperiod  theperiod  theperiod  theperiod the period
g5l BREEE REBE  RE BIEAGR  EARE  BAGE  BAEE  BAXN BREAGR

(Note 1) HK$
(M) AL
Directors
gz
Mr. Hui Sum Kwok (Note 2)  E 7.7.2009 075 488,000 - - - - 488000
FRERE ()
M. Hui Sum Ping t 7.7.2009 075 488,00 - - - - 4808000
FARTEL
Mr. Hui Sum Tai £ 7.7.2009 075 488,00 - - - - 4808000
FREEE
Ms. Hui Yuen Li £ 7.7.2009 075 1,100,000 - - - - 1,100,000
FEFRL
Mr. Chee Man Sang, Eric € 7.7.2009 0752 120,000 - - - - 120,000
BRERE
Mr. Wong Chu Leung 3 7.7.2009 0752 120,000 - - - - 120,000
BRRLE
15,824,000 - - - - 15,824,000

Other employees 3 7.7.2009 0752 9.228,000 - - - - 9,228,000
]

Total all categories
2EREH 25,052,000 - - - - 25,052,000
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Notes:

1.

The vesting period of the share options granted
is determined by Directors at each time when
the options are granted. Holders of share options
granted under the Company’s share option
scheme may only exercise their options during
the exercisable periods as follows:

Option type E
EEBERE

BEZERERAF

GEE

1.

ROBREZGBHHESR
BREHERERETE - AR
FIREBER B TR UES B A
EAITRIATITRBATERESEZ
BB

Maximum % of share
options exercisable

TIEBREZESBEDLL

1.5.2010 - 30.4.2011

1.5.2011 - 30.4.2012

1.5.2012 - 30.4.2013

Out of the 4,828,000 share options granted,
Mr. Hui Sum Kwok was directly interested in
4,328,000 share options and was deemed to
be interested in 500,000 share options owned
by Ms. Wong Mui, who is the spouse of Mr.
Hui Sum Kwok and a member of the senior
management of the Group.

For the period ended 30th June, 2012, no share
options were granted.

At 30th June, 2012, the number of shares in
respect of which options had been granted and

remained outstanding under the Scheme was

25,052,000, representing approximately 5.2%

of the shares of the Company in issue at that
date.

2.

up to 50%
B&AE 50%

up to 75% (to the extent not
already exercised)
RS AE 75%

(A ARITHEE RBR)

up to 100% (to the extent not
already exercised)

&= A3 100%
(AR ARITEERR)

RE R H 2 4,828,00017 B i
MR FFRRE A4 4,328,00017)
BREPREEEREER I
BAEREELZL (FHRELE
ZEREBRAEESHERERER
8) A 2500,00017 B A% #E b
HERER

BHz-_Z——FA=+81t
HEA - WEE AR -

RZE—ZFA=+H &
B B WM AR
W 2 B 8B 425,052,000
B AMEARAFIE BEEITRG
52% °



OTHER INFORMATION

INTERIM DIVIDEND

The Directors did not recommend the payment
of an interim dividend for the six months ended
30th June, 2012 (six months ended 30th June,
2011: nil).

HUMAN RESOURCES

As at 30th June, 2012, the Group and the
processing factory employed a total workforce
of around 1,300 full time staff (31st December,
2011: 1,300). Competitive remuneration
packages were offered to employees. The
Group may also grant share options and
discretionary bonuses to eligible employees
based on the performance of the Group and
individuals.

AUDIT COMMITTEE

The audit committee comprises three
independent non-executive Directors namely,
Mr. Chee Man Sang, Eric (Chairman), Mr.
Yip Kwok Kwan and Mr. Wong Chu Leung.
The audit committee has reviewed with
the management the unaudited condensed
consolidated financial statements of the Group
for the six months ended 30th June, 2012 and
has discussed auditing, internal control, and
financial reporting matters including the review
of accounting practices and principles adopted
by the Group.
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PURCHASE, SALE OR REDEMPTION OF
SHARES

During the six months ended 30th June,
2012, the Company and its subsidiaries had
not purchased, redeemed or sold any of the
Company’s listed securities on the Stock
Exchange.

CORPORATE GOVERNANCE

The Group strives to maintain high standards of
corporate governance to enhance shareholder
value and safeguard shareholder interests. The
corporate governance principles of the Group
emphasize the importance of a quality Board,
effective internal controls and accountability
to shareholders. The Company has applied the
principles as set out in the Code on Corporate
Governance Practices contained in Appendix
14 of the Listing Rules throughout the period
ended 30th June, 2012, except with the
following deviations:

Code Provision A.2.1

e Code provision A.2.1 stipulates that the
division of responsibilities between the
chairman and the chief executive officer
should be clearly established and set out in
writing.
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e There are no written terms on division of
responsibilities between the chairman and
the chief executive officer. The Directors
consider that the responsibilities of the
chairman and chief executive officer
respectively are clear and distinctive and
hence written terms thereof are not
necessary.

Code Provision B.1.3

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

e Currently, the remuneration of senior
management is attended by the chairman
and/or chief executive officer of the
Company.

ESTABLISHMENT OF NOMINATION
COMMITTEE

The Board has established a nomination
committee (the “Nomination Committee”) on
29th March, 2012. The Board has appointed
Mr. Chee Man Sang, Eric, Mr. Yip Kwok Kwan,
Mr. Wong Chu Leung and Miss Hui Yuen Li, as
the members of the Nomination Committee and
Mr. Yip Kwok Kwan has been appointed as the
chairman of the Nomination Committee.
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APPRECIATION

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

By Order of the Board
Hui Sum Kwok
Chairman

Hong Kong, 23rd August, 2012

Board of Directors:

Executive Directors

Mr. Hui Sum Kwok (Chairman)

Mr. Hui Sum Ping (Vice Chairman)

Mr. Hui Sum Tai (Chief Executive Officer)
Ms. Hui Yuen Li

Independent Non-Executive Directors
Mr. Chee Man Sang, Eric

Mr. Yip Kwok Kwan

Mr. Wong Chu Leung

&

EREHUBEARRFMER
KB EMEBEHER AN
BARAZZXFHARKRRABE
T 2501 EF DT BUA
ROHE -

EHEEZH
FE
HHE

EH —E——FNA=-+=H

EFE .

BITEE
APARBI A (E/F)
ARFRE(BIEE)
ARFERE (TTHAEE)
AHEF 2

BYFHTEE
MRARE
ERHEE
BRERE



L i
e
e
R -
e
o————
ﬁ‘s—’
A




	COVER
	CONTENTS
	CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
	CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
	CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
	CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
	NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
	MANAGEMENT DISCUSSION AND ANALYSIS
	DISCLOSURE OF INTERESTS
	OTHER INFORMATION
	BACK COVER

