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CHAIRMAN'’S STATEMENT
EEHRE

On behalf of the Board of Directors, | am delighted to present
to the shareholders of Hop Fung Group Holdings Limited
(hereafter “the Group”, “us” or “we") the 2014 annual report
of the Group.

Facing a slow economic recovery around the world, a
moderating Chinese economy and the depreciation of the
Renminbi, we saw no impetus in demand growth. Despite
loose monetary policies in Europe and the United States,
economic reforms in emerging markets and lower interest
rates in China, the economic environment remains unstable as
a whole and uncertainty persists.

Most industries in China were affected by moderating growth
and the corrugated packaging industry was no exception. In
addition to a lack of growth in demand, selling prices have
also been capped by the oversupply situation and ferocious
competition in recent years. Earnings for manufacturers
depressed and some of our competitors closed as a result.

2014 was a year of challenges and opportunities for the
Group. With more than 80% of revenue from the domestic
market in the mainland of China, the performance of the local
economy directly impacted on our operations. In addition to
adjusting our marketing strategy on the back of changes in
market conditions, we also secured our sales position through
developing new customers. As a result, despite a fall in selling
prices in 2014, our sales volume rose, resulting in nearly 7%
year on year growth in revenue for the year.

In order to maintain a prudent financial situation, we strive
to continuously improve our production processes to reduce
costs and wastage, and to concentrate on selling products with
shorter turnaround time to reduce working capital needs. We
also endeavor to reduce our debt in order to bring down our
finance costs. In 2014, not only did we achieve improvements
in operating profit, we also maintained low inventory levels,
low gearing levels and almost no bad debts.

The Group sold a subsidiary in December 2014 for a net profit
of HK$378.8 million. 49% of the consideration has already
been collected, with the remaining 51% due to be paid to us
in December 2016. As the Group currently has no acquisition
targets, the funds will be used for our working capital. As a
result, the Group’s net gearing has declined to around 8%,
building up a more solid financial position.
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Going forward, we are optimistic towards 2015. The global
economy is expected to steadily recover and the Chinese
economy should continue with its stable growth trajectory,
with increasing domestic demand reducing the reliance
on exports. In addition, environmental protection issues
have prompted the Chinese government to push forward
with policies to reduce outdated capacity in the corrugated
packaging industry. This should provide relief to the excess
capacity plaguing the industry and we believe selling prices can
be raised to more reasonable levels.

The Group will maintain its roots in China, take advantage
of the opportunities afforded by China’'s development and
expand our market share. We will also grasp the competitive
advantages of our vertically integrated business model in order
to maintain steady long term growth and a stable financial
situation, in order to achieve optimal levels of profitability.

Last but not least, | would like to take this opportunity to thank
our management and staff at all levels for their solidarity in
facing up to the challenges, and the ongoing support of our
customers, suppliers, bankers and investors over the years.
We will effectively control our productivity and stabilize our
costs, and strive to deliver better returns to our Group and our
shareholders.

Hui Sum Kwok
Chairman
30th March, 2015
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWNE D

BUSINESS REVIEW

The corrugated packaging industry was still in over supply in
2014. Selling prices were under pressure, falling by around
3% to 7%, and market demand growth was limited due to a
slowing economy. Thankfully, improvements to the Group's
marketing strategy resulted in higher sales volume and revenue
rose 6.9% for the year. For the first half of 2014, revenue rose
8.4% against the first half of 2013. Revenue for the second
half of 2014 rose 21.0% compared to the first half of 2014,
and 5.7% compared to the second half of 2013. Export and
domestic revenue rose 10.8% and 6.1%, respectively, in 2014.

The Group’'s upstream operation, producing linerboard
and corrugating medium, mainly supplies to the Group's
downstream business, making corrugated paperboards and
carton boxes. In addition, depending on market conditions,
our upstream products can also be sold directly to customers,
and in 2014 around 32% of upstream products were directly
sold to customers. The upstream and downstream businesses
accounted for around 27% and 73% of revenue in 2014,
respectively. Upstream revenue rose around 56%, with lower
selling prices but higher volumes, and capacity utilization came
to more than 80%. Downstream revenue fell around 4%, with
lower selling prices and flat volumes, and capacity utilization
came to more than 60%.

Prices for waste paper, our main raw materials, fell slightly year
on year, but we saw pressure from higher wages and shipping
costs. Continuous improvements in production methods to
improve efficiency and reduce wastage have resulted in cost
increases that were aligned to revenue gains.

The Group sold a subsidiary in December 2014, which
had minimal impact on our core operations. We expect to
move two downstream production lines in two years' time,
and during removal the short fall in capacity can be taken
up by other production lines. The subsidiary was sold for
RMB380.0 million, of which 49% had already been received
with the remaining 51% due in December 2016. This disposal
results in a net gain of HK$378.8 million which substantially
builds up our cash position and enhances our financial position.
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MANAGEMENT DISCUSSION AND ANALYSl‘é' |

FINANCIAL REVIEW
Operating results

The Group recorded a rise in revenue by 6.9%, from
HK$1,026.6 million in 2013 to HK$1,097.1 million in 2014. The
effect of the drop in average selling price was offset by the
growth in sales volume, leading to such increase.

The rise in cost of sales by 7.1% was in line with the rise in
revenue. Gross profit increased 5.8%, from HK$173.6 million
to HK$183.6 million. Gross profit margin was 16.7% (2013:
16.9%).

The increase in other income from HK$12.7 million to HK$15.9
million was mainly attributable to the interest income earned
from receivable.

Selling and distribution costs increased in line with the rise in
revenue by 5.1% from HK$60.4 million to HK$63.5 million.

There was an increase of 5.0% in administrative expenses
from HK$71.6 million to HK$75.2 million. Such increment was
caused by increasing staff cost and the share based payment
arising from the grant of share options in October 2013.

Other expenses increased 4.2%, from HK$23.7 million to
HK$24.7 million. The rise was predominantly due to exchange
loss arising from the depreciation of Renminbi. Provision for
doubtful debts of HK$0.4 million was made for the year.

EBITDA from operation (earnings before interest, tax,
depreciation and amortization and unrealized changes in fair
value of derivative financial instruments) rose 2.5%, from
HK$114.0 million to HK$116.9 million.

A decline in finance costs of 13.0%, from HK$24.7 million to
HK$21.5 million, was owing to lower average borrowing level
maintained throughout the year.

Unrealized changes in fair value of derivative financial
instruments of HK$0.9 million was only recognized for
accounting purpose. It was non-cash in nature and would be
reversed to zero at maturity date.

Profit from operation (excluding unrealized changes in fair
value of derivative financial instruments) rose HK$6.0 million
from HK$5.3 million to HK$11.3 million. The profit margin from
operation improved from 0.5% to 1.0%. The rise was mainly
resulted from growth in sales volume and fall in finance cost.

EEEN WKk

Bt % [l R
RExE

AEBHEBZWHFEA T —=%21,026,600,000/ 7T
#116.9% %= —ZF — M4 21,097,100,000/5 7t * B
BETDANRFHEIEE TR Z 2SN -

HERANEFA7.1% B FE HE N £F A
173,600,000/ 7T 1 715.8% % 183,600,000 7T ° = H|
RE16.7% (ZE—=F :16.9%) °

H b U A F12,700,0005% 7T 3 51 215,900,000 7T
T Bl A FE YR EE BRER A B AR A PTER -

SHE R A AEKZER LK 60,400,000 7T
#HN5.1% % 63,500,00078 7T ©

17 B < #371,600,000/% 7T 3 fi15.0% £75,200,000/%
L BERENDARETIRAEMER -F—=F+
ARBBREESNARND XN Z X HME -

H b 9 % ©923,700,0005%8 JT 18 I14.2% 224,700,000
T BREEMEZHANARBEEELE BB -
ARF 5 R AR 5400,0008 7T ©

BRI EREA cEENHCRFRNE HE -E
DEEARSTESRM T AR FEZAERES 2 FH)
/114,000,000 7T 1 112.5% 2 116,900,000 7T °

B 7 pX 7N B124,700,000/%8 7T 4 13.0% £21,500,000
B THREMEFEZ FHEBENKERDATER -

PTEem T AR FE 2 KR EE900,0008 TiEH
CHEEENMER EBIERSHED - BREIHA
O AEZ -

LEREPTESRITAEATFTEZABBEEEHHRIN B
5,300,0007% 7T 116,000,000 7T £ 11,300,000 7T °
EEFBERHAOL%EMNEIO0% - BEEMEZHRL
S 2 18 0 K B IS AR AN IR A BT RN o

ANNUAL REPORT 2014 FE#®&

i



8

MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWNE D

Gain on disposal of a subsidiary of HK$378.8 million arose
from the disposal of Fung Kong Hop Fung Paper Ware Factory
Limited (“FKHF"), a subsidiary of Hop Fung Group Company
Limited. It represents the net gain from the disposal, being
the cash consideration received and the present value of the
cash consideration receivables less transaction costs and
the carrying amount of assets and liabilities of FKHF before
disposal. The details of the disposal were stated in the circular
issued by the Group on 27th November, 2014.

Both basic and diluted earnings per share increased from 0.81
HK cents to 53.70 HK cents and 52.90 HK cents respectively.

Liquidity, financial and capital resources

At 31st December, 2014, the Group’s total cash and cash
equivalents were HK$394.0 million (31st December, 2013:
HK$239.8 million), mostly denominated in Renminbi. The
surge primarily came from the cash inflow from disposal of a
subsidiary near year end.

Net current assets and current ratio of the Group were
HK$177.6 million (31st December, 2013: HK$31.1 million) and
1.33 (31st December, 2013: 1.06) respectively.

The Group spent HK$37.5 million on capital expenditures for
maintenance and technical upgrade to the production lines and
the ancillary facilities.

Stock turnover days decreased from 53 days to 43 days.
Debtors turnover days increased from 64 days to 67 days.
Creditors turnover days decreased from 61 days to 39 days.

Total bank borrowings fell HK$127.3 million, from HK$645.6
million to HK$518.3 million. Gearing ratio was greatly
improved, declining from 56.2% to 33.8%. The current bank
borrowings were down HK$51.0 million and the non-current
bank borrowings were down HK$76.3 million. The balance for
total bank borrowings net of bank balances and cash dropped
HK$281.5 million, from HK$405.8 million to HK$124.3 million.
Net gearing ratio was enormously improved, falling from 35.3%
10 8.1%.

Receivable from disposal of a subsidiary of HK$229.1 million
represents the present value of the remaining 51% of the cash
consideration receivable from the completion of the disposal in
December 2016.
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MANAGEMENT DISCUSSION AND ANALYSIS ™

Contingent liabilities

The tax audits conducted by the Inland Revenue Department
("IRD"”) on the Company and its subsidiaries for the years
of assessment 2004/2005 to 2010/2011 are still on-going.
The IRD had issued protective assessments for the years of
assessment 2004/2005 to 2010/2011 to certain subsidiaries
of the Group. Objections were lodged against all these
assessments. The Directors believe that no additional provision
for Hong Kong profits tax is necessary at the present stage.
The outcome and impact of this matter cannot be determined
with reasonable certainty.

OUTLOOK

We expect gradual improvements to the global economy. Both
exports and domestic sales should see growth. The Renminbi
exchange rate is fluctuating but is less volatile compared to
other global currencies. Tightening environmental protection
regulations in China are prompting capacity closures in the
corrugated packaging industry. We expect relief on the over-
supply situation in the industry to prompt a recovery in pricing
to more reasonable levels. Our strategy is to improve our
production efficiency, increase our sales volume and reduce
our raw materials wastage and energy usage to offset the
impact of rising costs, in order to improve profitability for the
Group.

HUMAN RESOURCES

As at 31st December, 2014, the Group and the processing
factory employed a total workforce of around 1,100 full time
staff (2013: 1,150). Competitive remuneration packages were
offered to employees. The Group may also grant share options
and discretionary bonuses to eligible employees based on the
performance of the Group and individuals.
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MANAGEMENT PROFILE
EEERE

BOARD OF DIRECTORS
Executive Directors

Mr. Hui Sum Kwok, aged 55, is the chairman of the Board,
the executive Director of the Company and a co-founder of the
Group. Mr. Hui is responsible for the overall corporate planning,
business development and management of the Group. Mr. Hui
has over 30 years of experience in the corrugated packaging
industry in Hong Kong and the PRC.

Mr. Hui Sum Kwok is a brother of Mr. Hui Sum Ping (vice
chairman of the Board, executive Director, and substantial
shareholder of the Company) and Mr. Hui Sum Tai (executive
Director and chief executive officer of the Company), and
the spouse of Ms. Wong Mui (deputy general manager of
the Company). Mr. Hui did not hold any other directorship in
companies listed in Hong Kong or overseas in the last 3 years.

Mr. Hui Sum Ping, aged 53, is the vice chairman of the Board,
the executive Director of the Company and a co-founder of the
Group. Mr. Hui is responsible for the business development
of the Group. Mr. Hui has over 30 years of experience in the
corrugated packaging industry in Hong Kong and the PRC.

Mr. Hui Sum Ping is a brother of Mr. Hui Sum Kwok (chairman
of the Board, executive Director, and substantial shareholder
of the Company), and Mr. Hui Sum Tai (executive Director and
chief executive officer of the Company). Mr. Hui did not hold
any other directorship in companies listed in Hong Kong or
overseas in the last 3 years.

Mr. Hui Sum Tai, aged 48, is the executive Director and the
chief executive officer of the Company. Mr. Hui has joined
the Group since its establishment and is responsible for the
strategic planning and day-to-day management of the Group.
Mr. Hui has over 28 years of experience in the corrugated
packaging industry in Hong Kong and the PRC.

Mr. Hui Sum Tai is a brother of Mr. Hui Sum Kwok (chairman
of the Board, executive Director, and substantial shareholder
of the Company) and Mr. Hui Sum Ping (vice chairman of
the Board, executive Director, and substantial shareholder of
the Company). Mr. Hui did not hold any other directorship in
companies listed in Hong Kong or overseas in the last 3 years.
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BOARD OF DIRECTORS (continued)
Executive Directors (continued)

Ms. Hui Yuen Li, aged 44, is the executive Director, the chief
financial officer, company secretary and a member of the
Remuneration Committee and Nomination Committee of the
Company. Ms. Hui is responsible for the financial management
of the Group. Ms. Hui is a fellow member of the Association of
Chartered Certified Accountants and an associate member of
the Hong Kong Institute of Certified Public Accountants. Ms.
Hui worked in an international accounting firm prior to joining
the Group in May 1997.

Ms. Hui obtained a Degree of Bachelor of Arts with Honours
in Accountancy from the City University of Hong Kong in 1992.
Ms. Hui did not have any relationship with any Directors,
substantial shareholders and senior management of the
Company. Ms. Hui did not hold any other directorship in
companies listed in Hong Kong or overseas in the last 3 years.

Independent Non-executive Directors

Mr. Chee Man Sang, Eric, aged 53, is the independent non-
executive Director, the chairman of the Audit Committee and
Remuneration Committee and a member of the Nomination
Committee of the Company. Mr. Chee is a practising Certified
Public Accountant in Hong Kong and a senior partner of Chan
Chee Cheng & Co., a firm of Certified Public Accountants.
Mr. Chee had worked in two international accounting firms in
Canada and Hong Kong. Mr. Chee is an associate member of
the Hong Kong Institute of Certified Public Accountants and a
member of the Institute of Chartered Accountants of Ontario,
Canada.

Mr. Chee obtained a Bachelor’'s Degree of Commerce
(Accounting) with Honours from Birmingham University in
1984. In addition to his appointment to the Company, Mr.
Chee is also a non-executive director of Bestway International
Holdings Limited and used to be an executive director of
Mastermind Capital Limited, both companies listed on The
Stock Exchange of Hong Kong Limited. Mr. Chee did not have
any relationship with any Directors, substantial shareholders
and senior management of the Company.
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MANAGEMENT PROFILE
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BOARD OF DIRECTORS (continued)
Independent Non-executive Directors (continued)

Mr. Yip Kwok Kwan, aged 65, is the independent non-
executive Director, the chairman of the Nomination Committee
and a member of the Audit Committee and the Remuneration
Committee of the Company. Mr. Yip is a managing director of
Guosen Securities (HK) Capital Company Limited. Mr. Yip has
over 33 years of experience in investment, corporate finance,
financial advisory and business management. Mr. Yip has a
long track record of working with various financial institutions,
including UOB Asia (Hong Kong) Limited as a chief executive
officer, and DBS Asia Capital Ltd, Hong Kong, DBS Securities
(Hong Kong) Ltd., Hong Kong and First Chicago Hong Kong
Limited as a managing director.

Mr. Yip obtained a Degree of Bachelor of Business
Administration with Honours from the National University of
Singapore (formerly known as the University of Singapore)
in 1971. Mr. Yip used to be an independent non-executive
director of Powerwell Pacific Holdings Limited, a company
listed on The Stock Exchange of Hong Kong Limited. Mr. Yip
did not have any relationship with any Directors, substantial
shareholders and senior management of the Company.

Mr. Wong Chu Leung, aged 67, is the independent non-
executive Director and a member of the Audit Committee,
Remuneration Committee and Nomination Committee of
the Company. Mr. Wong has over 30 years of experience
in enterprise management and manufacturing operation
management. Mr. Wong is a shareholder and a director of
certain metal ware and plastic ware manufacturing companies/
corporations with manufacturing plants located in the PRC.

Mr. Wong did not have any relationship with any Directors,
substantial shareholders and senior management of the
Company. Mr. Wong did not hold any other directorship in
companies listed in Hong Kong or overseas in the last 3 years.
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SENIOR MANAGEMENT

Ms. Wong Mui, aged 49, is the deputy general manager of
the Group. Ms. Wong has worked for the Group since its
establishment and is responsible for the general administration
of the Group. Ms. Wong is the spouse of Mr. Hui Sum Kwok
(chairman of the Board, executive Director and substantial
shareholder of the Company).

Mr. Tsui Yung Wai, aged 52, is the deputy general manager
of the Group. Mr. Tsui is responsible for the supervision of
procurement, logistics and human resources of the Group. Mr.
Tsui has over 19 years of experience in corrugated packaging
industry in Hong Kong and the PRC. Prior to joining the Group
in February 2008, Mr. Tsui was a shareholder and a director of
a corrugated packaging manufacturing company.

Mr. Tsui is a brother-in-law of Mr. Hui Sum Kwok (chairman of
the Board, executive Director, and substantial shareholder of
the Company), Mr. Hui Sum Ping (vice chairman of the Board,
executive Director and substantial shareholder of the Company)
and Mr. Hui Sum Tai (executive Director and chief executive
officer of the Company).

Ms. Wong Yuk Kwan, aged 43, is the senior accounting
manager of the Group. Ms. Wong is responsible for overseeing
accounting operations of the Group. Ms. Wong obtained a
Degree of Bachelor of Business Administration majoring in
accounting from the University of Houston — Downtown in the
United States in 1994. Ms. Wong worked in an international
accounting firm prior to joining the Group in May 2002.
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CORPORATE GOVERNANCE REPORT

TRERMSE

The Board is pleased to present this Corporate Governance
Report in the Group's annual report for the year ended 31st
December, 2014.

CORPORATE GOVERNANCE PRACTICES

The Board has committed to maintaining high corporate
governance standards to safeguard the interests of
shareholders and to enhance corporate value and
accountability.

The Company’s corporate governance practices are based on
the principles and code provisions as set out in the Corporate
Governance Code (the "CG Code”) contained in Appendix 14
of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the "Stock Exchange”) (the
“Listing Rules”).

The Company has applied the principles set out in the CG
Code.

The Board is of the view that throughout the year ended 31st
December, 2014, the Company has complied with all the code
provisions as set out in the CG Code, save and except for code
provisions A.2.1, B.1.2 and C.3.3, details will be set out below.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted its own code of conduct regarding
Directors’ dealings in the Company’'s securities (the “Code
of Conduct”) on terms no less exacting than the Model Code
for Securities Transactions by Directors of Listed Issuers (the
“"Model Code”) as set out in Appendix 10 to the Listing Rules.

Specific enquiry has been made of all the Directors and the
Directors have confirmed that they have complied with the
Model Code and the Code of Conduct throughout the year
ended 31st December, 2014.

The Company has also established written guidelines no
less exacting than the Model Code (the “"Employees Written
Guidelines”) for securities transactions by employees who
are likely to be in possession of inside information of the
Company.

No incident of non-compliance of the Employees Written
Guidelines by the employees was noted by the Company.
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BOARD OF DIRECTORS
The Board currently comprises seven members, consisting of
four Executive Directors and three Independent Non-executive

Directors as follows:

Executive Directors:

Hui Sum Kwok Chairman

Hui Sum Ping Vice Chairman

Hui Sum Tai Chief Executive Officer
Hui Yuen Li Chief Financial Officer,

Company Secretary and Member of
Remuneration Committee and
Nomination Committee

Independent Non-executive Directors:

Chairman of Audit Committee and
Remuneration Committee and
Member of Nomination Committee

Chairman of Nomination Committee and
Member of Audit Committee and
Remuneration Committee*

Member of Audit Committee,
Remuneration Committee and
Nomination Committee

Chee Man Sang, Eric

Yip Kwok Kwan

Wong Chu Leung

* appointed as member of Remuneration Committee on 30th
March, 2015

The relationships between the members of the Board are
disclosed under “Management Profile” on pages 10 to 13.

Chairman and Chief Executive Officer

The positions of Chairman and Chief Executive Officer are
held by Mr. Hui Sum Kwok and Mr. Hui Sum Tai respectively.
The Chairman provides leadership and is responsible for
the effective functioning and leadership of the Board. The
Chief Executive Officer focuses on the Company’s business
development and daily management and operations generally.

The Board considers that the responsibilities of the Chairman
and the Chief Executive Officer respectively are clear and
distinctive and hence, written terms thereof are not necessary.
This deviates from the code provision A.2.1 of the CG Code
which stipulates that the division of responsibilities between
the chairman and chief executive officer should be clearly
established and set out in writing.
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CORPORATE GOVERNANCE REPORT

TRERMSE

BOARD OF DIRECTORS (continued)
Independent Non-executive Directors

During the year ended 31st December, 2014, the Board at all
times met the requirements of the Listing Rules relating to
the appointment of at least three Independent Non-executive
Directors representing one-third of the Board with one of
whom possessing appropriate professional qualifications or
accounting or related financial management expertise.

The Company has received written annual confirmation from
each of the Independent Non-executive Directors in respect
of his independence in accordance with the independence
guidelines set out in Rule 3.13 of the Listing Rules. The
Company considers all Independent Non-executive Directors
are independent.

Mr. Chee Man Sang, Eric has been serving as Independent
Non-executive Director for more than 9 years. Pursuant to
code provision A.4.3 of the CG Code, his further appointment
should be subject to the passing of a separate resolution by
the shareholders at the forthcoming annual general meeting of
the Company.

Non-executive Directors and Directors’ Re-election

Code provision A.4.1 of the CG Code stipulates that Non-
executive Directors shall be appointed for a specific term,
subject to re-election, whereas code provision A.4.2 states that
all directors appointed to fill a casual vacancy should be subject
to election by shareholders at the first general meeting after
appointment and that every director, including those appointed
for a specific term, should be subject to retirement by rotation
at least once every three years.

Each of the Independent Non-executive Directors of the
Company is appointed for a specific term of two years and
is subject to retirement by rotation at least once every three
years.

Responsibilities, Accountabilities and Contributions
of the Board and Management

The Board is responsible for leadership and control of the
Company and oversees the Group's businesses, strategic
decisions and performance and is collectively responsible
for promoting the success of the Company by directing and
supervising its affairs. The Directors take decisions objectively
in the interests of the Company.
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BOARD OF DIRECTORS (continued)

Responsibilities, Accountabilities and Contributions
of the Board and Management (continued)

All Directors, including Independent Non-executive Directors,
have brought a wide spectrum of valuable business experience,
knowledge and professionalism to the Board for its efficient
and effective functioning.

The Directors shall disclose to the Company details of other
offices held by them and the Board regularly reviews the
contribution required from each Director to perform his/her
responsibilities to the Company.

The Board reserves for its decision all major matters relating to
policy matters, strategies and budgets, internal control and risk
management, material transactions (in particular those that may
involve conflict of interests), financial information, appointment
of Directors and other significant operational matters of the
Company. Responsibilities relating to implementing decisions
of the Board, directing and co-ordinating the daily operation
and management of the Company are delegated to the
management.

Continuous Professional Development of Directors

Directors keep abreast of responsibilities as a Director of
the Company and of the conduct, business activities and
development of the Company.

Every newly appointed Director will receive induction on the
first occasion of his/her appointment to ensure appropriate
understanding of the business and operations of the
Company and full awareness of director’'s responsibilities and
obligations under the Listing Rules and relevant statutory
requirements. Such induction shall be supplemented by visits
to the Company's key plant sites and meetings with senior
management of the Company.

The Directors should participate in appropriate continuous
professional development to develop and refresh their
knowledge and skills to ensure that their contribution to the
Board remains informed and relevant. Internally-facilitated
briefings for Directors will be arranged and reading materials on
relevant topics will be issued to Directors where appropriate.
All Directors are encouraged to attend relevant external training
courses at the Company's expenses.
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CORPORATE GOVERNANCE REPORT

TRERMSE

BOARD OF DIRECTORS (continued)

Continuous Professional Development of Directors
(continued)

During the year ended 31st December, 2014, all Directors
had participated in two in-house briefings on updates on
Listing Rules and related matters and had read some articles
and materials relevant to their duties and responsibilities as
Directors.

In addition, the following Directors have attended external
seminars and trainings organized by professional institutions,
qualified professional bodies or regulatory bodies.

Directors Topic

Executive Directors

Mr. Hui Sum Kwok Future of the Accounting Profession
(Annual Conference 2014)
Mr. Hui Sum Ping Future of the Accounting Profession

(Annual Conference 2014)

Mr. Hui Sum Tai Future of the Accounting Profession
(Annual Conference 2014)
Ms. Hui Yuen Li Future of the Accounting Profession

(Annual Conference 2014), Mainland
Tax Conference 2014, Articles of
Association under the new Companies
Ordinance, 2014 HKFRS/IFRS Update
& the new Companies Ordinance,
Corporate Governance & Regulatory
Updates, Rule amendments relating to
connected transaction, Review of the
implementation of inside information
regime and continuing obligations
under the Listing Rules, Driving
Enterprise Value — Through Emerging
Technologies, 2014 Tax Interest
Group — Meeting
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BOARD OF DIRECTORS (continued)

Continuous Professional Development of Directors
(continued)

Directors Topic

Independent Non-Executive Directors

Mr. Chee Man Sang, Future of the Accounting Profession
Eric (Annual Conference 2014), New
amendment to Companies Ordinance
— An Accounting perspective, Common
Application Issues on Hong Kong
Financial Reporting Standards, Duties
& responsibilities of directors of listed
companies, Annual auditing update
2014, Corporate Governance & Risk
Control/Internal Control, Financial
Instruments, Valuation for Impairment
Testing & latest updates
Mr. Yip Kwok Kwan SFC Executive Director Series:
Update on SFC Enforcement, HKSI
Roundtable Luncheon Series: Growing
and Entrenching Hong Kong as an IFC,
CCASS Training Course Series: Course
1 - Understanding of Securities
Clearing & Settlement
Mr. Wong Chu Leung  Future of the Accounting Profession
(Annual Conference 2014)

BOARD COMMITTEES

The Board has established three committees, namely, Audit
Committee, Remuneration Committee and Nomination
Committee, for overseeing particular aspects of the
Company's affairs. All Board committees of the Company
are established with defined written terms of reference. The
terms of reference of the Board committees are posted on the
Company's website and the Stock Exchange’s website and are
available to shareholders upon request.

The majority of the members of each Board committee are
Independent Non-executive Directors and the list of the
chairman and members of each Board committee is set out
under “Corporate Information” on page 2.
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CORPORATE GOVERNANCE REPORT

TRERMSE

BOARD COMMITTEES (continued)
Audit Committee

The main duties of the Audit Committee are to assist the Board
in reviewing the financial information and reporting process,
internal control procedures and risk management system, audit
plan and relationship with external auditor, and arrangements
to enable employees of the Company to raise, in confidence,
concerns about possible improprieties in financial reporting,
internal control or other matters of the Company.

The Audit Committee held three meetings to review interim
results and report for the period ended 30th June, 2014
and annual financial results and reports for the year ended
31st December, 2014 and significant issues on the financial
reporting and compliance procedures, internal control and risk
management systems and scope of work and appointment of
external auditor.

Since the Company has not engaged its auditor to review the
financial information in its interim report, the Audit Committee
has met with the Company's auditor once to discuss matters
arising from the audit of the Company's annual results and
other matters the auditor may wish to raise during the year
ended 31st December, 2014. This deviates from the code
provision C.3.3 of the CG Code which stipulates that the
Audit Committee must meet, at least twice a year, with the
Company's auditor.

Remuneration Committee

The primary functions of the Remuneration Committee include
reviewing and making recommendations to the Board on
the remuneration packages of individual Executive Directors,
the remuneration policy and structure for all Directors; and
establishing transparent procedures for developing such
remuneration policy and structure to ensure that no Director
or any of his/her associates will participate in deciding his/her
own remuneration.

The Remuneration Committee met once to review the
Directors’ remuneration policy and structure of the Company,
and the remuneration packages of the Executive Directors and
the remuneration of the Non-executive Directors.

Currently, the remuneration of the senior management is
attended by the Chairman and/or the Chief Executive Officer
of the Company. This deviates from the code provision B.1.2
of the CG Code which stipulates that the Remuneration
Committee should make recommendations to the Board on the
Company's policy and structure for all the Directors’ and senior
management remuneration.
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BOARD COMMITTEES (continued)
Remuneration Committee (continued)
Details of the remuneration paid to the members of the senior
management by band for the year ended 31st December, 2014

are set out below:

Remuneration band

A 42 B

e

CORPORATE GOVERNANCE REPORT

TERERME

EEZ89(H)
FHEsE (#)
BE-Z-NF+-A=+-BLFE EABRE

EWEZ%}?M&@%J% D2 AIEEIIT

Number of senior management
EREEEEA

Nil = HK$1,000,000
Nomination Committee

The principal duties of the Nomination Committee include
reviewing the Board composition, developing and formulating
relevant procedures for the nomination and appointment
of Directors, making recommendations to the Board on
the appointment and succession planning of Directors, and
assessing the independence of Independent Non-executive
Directors.

In reviewing and assessing the Board composition, the
Nomination Committee would consider a number of aspects
set out in the Board diversity policy, including but not limited to
gender, age, cultural and educational background, professional
qualifications, skills, knowledge and industry and regional
experience. The Nomination Committee would discuss and
agree on measurable objectives for achieving diversity on the
Board and, where necessary, recommend them to the Board
for adoption.

The Nomination Committee met once to review annually
the structure, size and composition of the Board and the
independence of the Independent Non-executive Directors, and
to consider the qualifications of the retiring Directors standing
for re-election at the forthcoming annual general meeting
of the Company. The Nomination Committee considered an
appropriate balance of diversity perspectives of the Board
is maintained and has not set any measurable objective
implementing the Board diversity policy.

0 - 1,000,000/% 7T 3

REEES

REZEGZIERABEERNESS 2EK  BIE
ERERBARZAESCHBARET REFZITRME

FAEMEESRHER  URFEBIIIFRTES
Z BN o

REMRFIEEFSNEARE  REEZEGREEE
EEREZTUCEREMBNZEIE  28FETER
R Fik - XERBEES BEER RIT-A
BARITERMT &SR - RARZBE/HTwmNABER
REFENBZLNAAERER(MTR)AES
SREEZNAERR -

e

REZEGERIT - REFE UBERTNEFG L
B REREXURBIIFRTEETZBIE UK
EERNARBIEEERBFAS LEREZREIERY
ER -REZESRREFSECEKBEZ LT ER
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BOARD COMMITTEES (continued)
Corporate Governance Functions

The Board is responsible for performing the functions set out
in the code provision D.3.1 of the CG Code.

The Board reviewed the Company's corporate governance
policies and practices, training and continuous professional
development of the Directors and the senior management,
the Company'’s policies and practices on compliance with legal
and regulatory requirements, the compliance of the Model
Code and Employee Written Guidelines, and the Company's
compliance with the CG Code and disclosure in this Corporate
Governance Report.

ATTENDANCE RECORD OF DIRECTORS AND
COMMITTEE MEMBERS

The attendance record of each Director at the Board, the
Board Committee meetings and the general meetings of the
Company held during the year ended 31st December, 2014 is
set out in the table below:

EEeRBEETRETAZTAGRXED I EMEZ

EEEERHARANLLREARERER EEL
ERERELEY RS ESEYR A AEETA
PIREEAT Y RERSE SFEETARELS
AR EFOETAIRNAL LG AWE (1
M -

EERZEERECHEESRTE

EEFRBE_FTHF+_A=1t—HLFERT]T
LEZEEH EFZECCRRARAKRERAEZ
HE RSN TR

Attendance/Number of Meetings

HEERHE

Annual Extraordinary
Name of Remuneration Audit Nomination General General
Director Board Committee = Committee = Committee Meeting Meeting
BExzpgs Exe FMZEEE ENZEE® REZEE RRBEFAET BRREIXAE
Hui Sum Kwok AR 5/5 N/ATE A N/ATEF N/A i A 171 1”1
Hui Sum Ping AR 5/5 N/ATE R N/A i A N/ATEFA 11 1”1
Hui Sum Tai HFRER 5/5 N/ATE R N/AT 3 A N/ATE A mn 17
Hui Yuen Li Rk 5/5 A N/ATEA 1/1 1/1 11
Chee Man Sang, Eric WERAE 5/5 1N 3/3 1/1 01 11
Yip Kwok Kwan B 5/5 N/ATE A 3/3 11 171 11
Wong Chu Leung 7o) 5/5 11 3/3 11 11 11

Apart from regular Board meetings, the Chairman also held
meetings with the Independent Non-executive Directors
without the presence of Executive Directors during the year
ended 31st December, 2014.

DIRECTORS’ RESPONSIBILTY IN RESPECT OF
THE FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparing
the financial statements of the Company for the year ended
31st December, 2014.
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CORPORATE GOVERNANCE REPORT

DIRECTORS’ RESPONSIBILITY IN RESPECT OF
THE FINANCIAL STATEMENTS (continued)

The Directors are not aware of any material uncertainties
relating to events or conditions that may cast significant doubt
upon the Company's ability to continue as a going concern.

The statement of the independent auditor of the Company
about their reporting responsibilities on the financial
statements is set out in the “Independent Auditor's Report”
on pages 42 to 43.

AUDITOR’S REMUNERATION

An analysis of the remuneration payable to the external auditor
of the Company, Deloitte Touche Tohmatsu, in respect of
audit services and non-audit services for the year ended 31st
December, 2014 is set out below:

Service Category

a
<l

TRERBRBE

ESFRMBRRZ2ERE(E)

EXVTAEEMERATEERR S RAIEHARF
FEKZENERERNRBRZEMHLIFR

AABBY ZBMAEBERRMBEHRE 2 BT 2 EH
BN EA2E43E [ B ZEMHRE IR -

B oz %7 A
HREBEE_T-—HNF+_A=+—HIEEFEZEZRHE

RIFBCZRBAARBINSZBMEG s BERT S
FHERTT 2 A B D AT S T

Fees Payable/Paid

R R BN BNEAR

HK$

BT

Audit Services BiZR 1,600,000
Non-audit Services (including JEFIZ RIS

assurance and other services) (PEZE R EMR) 740,000

2,340,000

INTERNAL CONTROLS

During the year ended 31st December, 2014, the Board
conducted a review of the effectiveness of the internal control
system of the Company, including the adequacy of resources,
staff qualifications and experience, training programmes and
budget of the Company's accounting and financial reporting
function.

SHAREHOLDERS’ RIGHTS

To safeguard shareholders’ interests and rights, a separate
resolution is proposed for each substantially separate issue at
general meetings, including the election of individual Directors.
All resolutions put forward at general meetings will be voted
on by poll pursuant to the Listing Rules and poll results will
be posted on the websites of the Company and of the Stock
Exchange after each general meeting.

MEBEE#Z

BE_ZT-NF+_A=T-HLFE E=gCk
AARPZAMEETIEMEE  BRERZ EHM -
AEEEREHTRYBRARIBTEERER UK
mEZIEIFERESR -

IR Rz EF

RREBRRZFGENEN RARERZHBIEKN
B (BRERERHES) RERASRSBILRESR -
REBLETRA AERBRRASLREZAFREAN
BETARR REGERBRNETRERRZERR
RERTRERRR MBI 2B ETE -
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SHAREHOLDERS’ RIGHTS (continued)

Convening an Extraordinary General Meeting by
Shareholders

Under Article 58 of the Company’s Articles of Association, any
one or more shareholders holding at the date of the deposit
of the requisition not less than one-tenth of the paid-up
capital of the Company carrying the right of voting at general
meetings of the Company may at all times have the right, by
written requisition to the Board or the company secretary of
the Company, to require the convening of an extraordinary
general meeting to be called by the Board for the transaction
of any business specified in such requisition; and such
meeting shall be held within 2 months after the deposit of
such requisition. If within 21 days of such deposit the Board
fails to proceed to convene such meeting, the requisitionist(s)
himself (themselves) may do so in the same manner, and
all reasonable expenses incurred by the requisitionist(s) as a
result of the failure of the Board shall be reimbursed to the
requisitionist(s) by the Company.

Putting Forward Proposals at General Meetings

The Board does not aware of any provisions allowing the
shareholders of the Company to put forward proposals at
general meetings of the Company under the Company's
Articles of Association and the Cayman Islands Law (2013
Revision). Shareholders who wish to put forward proposals
at general meeting may refer to the preceding paragraph to
make a written requisition to require the convening of an
extraordinary general meeting of the Company.

Detailed procedures for shareholders to propose a person for
election as a Director of the Company are published on the
Company's website.

Putting Forward Enquiries to the Board

For putting forward any enquiries to the Board of the Company,
shareholders may send written enquiries to the Company.

Note: The Company will not normally deal with verbal or anonymous

enquiries.
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CORPORATE GOVERNANCE REPORT

SHAREHOLDERS’ RIGHTS (continued)
Contact Details

Shareholders may send their enquiries or requests as
mentioned above to the following:

Address: Workshops E, F and H, 22nd Floor, Superluck
Industrial Centre (Phase 2), No. 57 Sha Tsui Road
and Nos. 30-38 Tai Chung Road, Tsuen Wan,
New Territories, Hong Kong

(For the attention of the Chief Executive Officer/
Company Secretary)

Fax: (852) 2414 5508

Email: hopfung@hopfunggroup.com

For the avoidance of doubt, shareholders must deposit and
send the original duly signed written requisition, notice or
statement, or enquiry (as the case may be) to the above
address and provide their full name, contact details and
identification in order to give effect thereto. Shareholders’
information may be disclosed as required by law.

COMMUNICATION WITH SHAREHOLDERS AND
INVESTOR RELATIONS

The Company considers that effective communication with
shareholders is essential for enhancing investor relations and
investor understanding of the Group’s business performance
and strategies. The Company endeavours to maintain an on-
going dialogue with shareholders and in particular, through
annual general meetings and other general meetings.

The Chairman of the Board, all the Independent Non-executive
Directors, and the chairmen of all Board committees (or their
delegates) will make themselves available at the annual general
meetings to meet shareholders and answer their enquiries.

During the year ended 31st December 2014, there was no
significant change in the Company’s constitutional documents
and these documents are available on the websites of the
Company and of the Stock Exchange.
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DIRECTORS’ REPORT
EEEHRS

The Directors have pleasure in presenting their report and the
audited consolidated financial statements of the Group for the
year ended 31st December, 2014.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of its principal subsidiaries are set out in note 34 to
the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31st December,
2014 are set out in the consolidated statement of profit or loss
and other comprehensive income on page 44.

The Directors now recommend the payment of a final dividend
of 1.50 HK cents per share to the shareholders whose names
appear on the register of members of the Company on 12th
June, 2015.

Subject to the approval of shareholders at the forthcoming

annual general meeting, it is expected that the payment of final
dividend will be made in June 2015.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of
the Group for the years from 2010 to 2014 is set out on page
128.

PROPERTY, PLANT AND EQUIPMENT
Details of the movements in the property, plant and equipment

of the Group during the year are set out in note 15 to the
consolidated financial statements.

SHARE CAPITAL

Details of the share capital of the Company are set out in note
23 to the consolidated financial statements.

SHARE PREMIUM AND RESERVES

Details of the movement in the share premium and reserves
of the Group during the year, are set out in the consolidated
statement of changes in equity on page 46.
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DIRECTORS

The Directors of the Company during the year and up to the
date of this report were:

Executive Directors

Mr. Hui Sum Kwok, Chairman

Mr. Hui Sum Ping, Vice Chairman

Mr. Hui Sum Tai, Chief Executive Officer
Ms. Hui Yuen Li, Chief Financial Officer

Independent Non-executive Directors

Mr. Chee Man Sang, Eric
Mr. Yip Kwok Kwan
Mr. Wong Chu Leung

In accordance with Article 87(1) of the Company’s Articles
of Association, Mr. Hui Sum Kwok, Mr. Hui Sum Tai and Mr.
Chee Man Sang, Eric shall retire from office by rotation at
the forthcoming annual general meeting of the Company and,
being eligible, offer themselves for re-election.

Each of the executive Directors has entered into a service
agreement with the Company for a term of two years
commencing on 15th September, 2014, which may be
terminated by not less than three months’' notice in writing
served by either party.

Save as disclosed above, no Director proposed for re-election
at the forthcoming annual general meeting of the Company
has a service contract with the Company or any of its
subsidiaries which is not determinable by the Group within one
year without payment of compensation, other than statutory
compensation.

The Company has received, from each of the independent
non-executive Directors, an annual confirmation of his
independence pursuant to the Listing Rules. The Company
considers all the independent non-executive Directors are
independent.

The biographical details of the Directors and senior
management of the Company are set out in Management
Profile on pages 10 to 13.
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SHARE OPTIONS BB

Particulars of the old and new share option schemes of the ZARQTRIZERFERETEZHFEHENGEEMBEHRE
company are set out in note 25 to the consolidated financial [ 5£25 °
statements.

The following table discloses movements in the Company's TXRBEAQARBIRENRFEANZ EE) :
share options during the year:

Exercise Outstanding Granted Exercised Cancelled Outstanding
price per at beginning during during during at end of
Category Option type  Date of grant share of the year the year the year the year the year
£9 g
B3Rl BREER RHAH BRITEE HRTR FRd ERiTE EhE# HRTR
(Note) HK$
(Bisr) BT
Directors
gz
Mr. Hui Sum Kwok F 24.10.2013 0.280 19,000,000 - - - 19,000,000
FREEE
Mr. Hui Sum Ping F 24.10.2013 0.280 19,000,000 - - - 19,000,000
TRTEE
Mr. Hui Sum Tai F 24.10.2013 0.280 19,000,000 - - - 19,000,000
SRRRE
Ms. Hui Yuen Li F 24.10.2013 0.280 3,000,000 - - - 3,000,000
FEHL L
Mr. Chee Man Sang, Eric F 24.10.2013 0.280 2,000,000 - - - 2,000,000
BREEE
Mr. Yip Kwok Kwan F 24.10.2013 0.280 2,000,000 - (700,000) - 1,300,000
EEHEE
Mr. Wong Chu Leung F 24.10.2013 0.280 2,000,000 - - - 2,000,000
ahntE
66,000,000 - (700,000) - 65,300,000
Other employees F 24.10.2013 0.280 6,438,000 - (3,219,000) - 3,219,000
AtES
Total for all categories
BRI S5 72,438,000 - (3,919,000) - 68,519,000
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SHARE OPTIONS (continued)
Note:

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:

Granted under new scheme
REFHTEES

Option type F

FER B AR 1

DIRECTORS’ REPORT
EEEHRE

#iz -
BHBREZRBNAESNSRERBBEREE - A2

AR THERESAE AR RUTITRATERSEZ
R AR

Maximum % of share options exercisable

AiTEBREZRSA DL

= |

1.5.2014 - 30.4.2015

1.5.2015 - 30.4.2016

1.6.2016 - 30.4.2017

As at 31st December, 2014, the total number of new shares
which might be issued upon exercise of the options that had
been granted and remained outstanding under the Scheme was
68,519,000 new shares, representing approximately 9.41% of
the shares of the Company in issue at that date.

up to 50%
H = AE50%

up to 75% (to the extent not already exercised)
Fm ol ET5% (A ARITEERBR)

up to 100% (to the extent not already exercised)
= AIE100% (PARRITHRE BR)

R-ZZE—NFE+_A=Z+—H BEREFEEEM
MARTTE 2 BRI EIT(E T Al A28 7T 2 #T AR (0 4B X
/468,519,000 ¥ A% » HIEARAIE B2 EITRH
9.41%
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DIRECTORS’ INTERESTS IN SHARES,

EERRD NHEROREZ 2#ES

UNDERLYING SHARES AND DEBENTURES

Save as disclosed above, as at 31st December, 2014, the
interests and short positions of the Directors in the shares,
underlying shares and debentures of the Company and its
associated corporations within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO"), as recorded in the
register maintained by the Company pursuant to Section 352

(a) Shares

B EXCEEE S

RZE-—WME+ZR=+—H &
RARBRBEER RAEGERMN ((EHEBEGE) E
3B2MEZ R EEF 2 ELMALE  HARE LW 1T
ABFETEFXINEETACNMEANR R R
P& BEFENARARERABEE (EXRES LY
ERPIEXVED) 2Bty - HEROERESTHEE 2%

of the SFO, or as otherwise notified to the Company and the 2N AXEWT :
Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers, were as follows:
(a) KB
Approximate
Company / percentage of
Name of associated Number and issued share capital
Name of Director corporation Capacity class of securities HERATRE
BESpZ KRR/ RELEEE 57 BEBERER BOEIN
Mr. Hui Sum Kwok Company Founder of a discretionary 385,058,793 shares 52.87%
SHRALE NG trust / interest of controlled Long position (Note 1)
corporations 385,058,793 & 7
ZEETELAN/ iF& (B
REiERER
Mr. Hui Sum Kwok Company Beneficial owner 7,581,411 shares 1.04%
HRELE N EREBA Long position
7,581,411 KRG
ife
Mr. Hui Sum Kwok Company Interest of spouse 750,000 shares 0.10%
TREALE NG [NEpa Long position
750,008 B 2
e
Mr. Hui Sum Ping Company Founder of a discretionary 385,058,793 shares 52.87%
HRTLE NG trust / interest of controlled Long position (Note 1)
corporations 385,058,793 K 7
REETELAN/ ir& (Bt
REEEREE
Mr. Hui Sum Ping Company Beneficial owner 2,952,000 shares 0.40%
SRTRE NG| EREBA Long position
2,952,0008 & 17
ife
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EEEHRE

EERKRG - HERORES 2BE ()

UNDERLYING SHARES AND DEBENTURES

(continued)

(a) Shares (continued)

(a) M3 (%)

Approximate
Company / percentage of
Name of associated Number and issued share capital
Name of Director corporation Capacity class of securities HEBRTRE
BEEpZ ARE/HEEEER % REBARER BB
Mr. Hui Sum Tai Company Interest of a controlled Nil (Note 1) -
AREEE N corporation & (F&E)
REEERER
Mr. Hui Sum Tai Company Beneficial owner 416,189 shares 0.05%
HAERLE NG| EREEA Long position
416,189 R 3
&
Ms. Hui Yuen Li Company Beneficial owner 1,125,000 shares 0.15%
HEckiE e VNS EHEEA Long position
1,125,0008% & 3
ife
Mr. Chee Man Sang, Eric ~ Company Beneficial owner 96,000 shares 0.01%
HRAERE NG| EZBAA Long position
96,0008 i 17
e
Mr. Yip Kwok Kwan Company Beneficial owner 700,000 shares 0.09%
EEnRs YN ERBEEA Long position
700,000 i 17
ife
Mr. Hui Sum Kwok Hop Fung Industries Limited Founder of a discretionary 7,474 shares of US$0.01 each 74.74%
SRERE (“Hop Fung Industries”) trust / interest of controlled Long position (Notes 1 and 2)
corporations 74745 BIREE0.01E T 2 B
2REFEVA/ itE (M R2)
REEEER
Mr. Hui Sum Ping Hop Fung Industries Founder of a discretionary 7,474 shares of US$0.01 each 74.74%
HHRTLE trust / interest of controlled Long position (Notes 1 and 2)
corporations 7474R SR AEE.01ETL 2 KD
REEFATA/ iFE (M R2)
REEEER
Mr. Hui Sum Tai Hop Fung Industries Beneficial owner 2,526 shares of US$0.01 each 25.26%
FRELE EREBA Long position (Notes 1 and 2)

2,626 G E0.015% T 2 Kt
e (M R2)

ANNUAL REPORT 2014 FE#%

31




-

DIRECTORS’ REPORT

EEEHRS

DIRECTORS’ INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

(continued)

(a) Shares (continued)

Company /

EERRG - HERORES &S ()

(a) M3 (%)

Approximate
percentage of

Name of associated Number and issued share capital
Name of Director corporation Capacity class of securities HERARE
EEpg RAR/RELEEE 57 BEHERER BAE
Mr. Hui Sum Kwok Hop Fung Industries Beneficial owner / founder 5,000 shares of US$0.01 each 50%
FHREALE (Holdings) Limited of a discretionary trust / Long position (Notes 1 and 3)
(“Hop Fung Industries BVI") interest of a controlled 5,000 5 RAELOIET 2R
corporation 8 (HE1R3)
ExEEN/
PEETEIA/
XErEER
Mr. Hui Sum Ping Hop Fung Industries BVI Beneficial owner / founder 5,000 shares of US$0.01 each 50%
HRTRE of a discretionary trust / Long position (Notes 1 and 3)
interest of a controlled 5,000/ B R EE0.01E T 2B
corporation i (1K)
EnBA/
2EETEIA/
REEEER
Mr. Hui Sum Kwok Gong Ming Hop Fung Interest of controlled 3,000,000 non-voting 100%
FRERAE Paper Ware Factory Limited corporations deferred shares of HK$1 each
["Hop Fung GM") REEEER Long and short positions
RRARLHMEERAR (Notes 1 and 4]
(lagRH)) 3,000,000 R &
BT ERZEELR
IFERAE (Wi1R4)
Mr. Hui Sum Ping Hop Fung GM Founder of a discretionary 3,000,000 non-voting 100%
FRTEE ALLH trust / interest of controlled deferred shares of HK$1 each
corporations Long and short positions
2EETEIA/ (Notes 1 and 4)
REEEER 3,000,000 & R E &
BT ERZEERR
FRERKE (HE1R4)
Mr. Hui Sum Tai Hop Fung GM Interest of a controlled Nil (Notes 1 and 4) -
HHEEEE YN corporation / short & (W1 Ra)
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DIRECTORS’ INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

(continued)

(a) Shares (continued)

DIRECTORS’ REPORT

EEEHRE

EERKRG - HERORES 2BE ()

(a) M3 (%)

Approximate
Company / percentage of
Name of associated Number and issued share capital
Name of Director corporation Capacity class of securities HEBRTRE
BEEpZ ARE/HEEEER % REBARER BB
Mr. Hui Sum Kwok Fung Kong Hop Fung Interest of controlled 1,530,000 non-voting 51%
SHALE Paper Ware Factory Limited corporations deferred shares of HK$1 each
("Hop Fung FG") REAEEE Long and short positions
FEtEEREaRAT (Notes 1, 4 and b)
) 1,530,000 R E &
BT BEREREER
e RKE (fE1 - 4R5)
Mr. Hui Sum Ping Hop Fung FG Founder of a discretionary 1,530,000 non-voting 51%
IRTRE ALEHE trust / interest of controlled deferred shares of HK$1 each
corporations Long and short positions
2EEFATA/ [Notes 1, 4 and 5)
RnzEEs 1,530,000 SR E &
BT BRERELR
R RAR (HE1 - 4)5)
Mr. Hui Sum Tai Hop Fung FG Interest of a controlled Nil (Notes 1, 4 and 5) -
RRRE ALEH corporation / short (3 - 4R5)
position of a controlled
corporation
REiEER/
REZEKE
Mr. Hui Sum Kwok Applewood Forest Limited Founder of a discretionary trust 1 share of US$1 100%
SREALE PEETALA Long position (Notes 1 and 6)
1REE1ET 2R
it e (M1 Re)
Mr. Hui Sum Kwok Profit Luck Limited Founder of a discretionary trust 100 shares of HK$ 1 each 100%
SRELE MFEBB AT PEETALA Long position (Notes 1, 6 and 7)
100RERERETLRG
R (- 6R7)
Mr. Hui Sum Kwok Profit Sun Limited Founder of a discretionary trust 1 share of HK$1 100%
SRERE BHNERARA PREETELA Long position (Notes 1, 6, 7and 8)
REEIETZRG

#E (16 758)
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DIRECTORS’ INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

(continued)

(a)

Shares (continued)

Notes:

The 385,058,793 shares are owned by Hop Fung
Industries. The issued share capital of Hop Fung
Industries is owned as to 74.74% and 25.26% by Hop
Fung Industries BVI 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 385,058,793 shares under the SFO.

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
7,474 and 2,526 shares by Hop Fung Industries BVI 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 7,474 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.
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1. #385,058,793& &7 FAHop Fung Industries#
A ° Hop Fung IndustriesB 247 i% 2 % Bl AHop
Fung Industries BVIRFZTARTXEEFT474%

$:25.26% -

Hop Fung Industries BVIZ B # 17l &K o
Pl FFARB L FFART%E - Fullwood
Holdings Limited ([ Fullwood J) & Goldspeed
Holdings Limited ([ Goldspeed]) #%&11.81% -
11.81% ~ 38.19% }38.19% ° FullwoodH
Pinecity Investments Limited ([ Pinecity]) 2 &
¥  MPinecity AHSBC International Trustee
Limited ([HSBCJ) LAHui & Wong 2004 Family
TrustREAZE D2 EHE - ZfEst R —E
PREET HAVYARHARBE X 2EET
HRBIETRE L £ 2 KKK 8 ° Goldspeed
HGoldkeen Assets Management Limited
([Goldkeen]) =& # A - MGoldkeendHSBCIA
HSP 2004 Family Trust¥ s EAZ G D2 EHAE °
HEVABHTHRT R
£ 2 REAEREEARTEEZREKE
HEARE S R
AR ST B AR R B #£385,058,793 % AR 7

ZEER—BEZREET "
Bt - REFEFE S RAEERD

ZHEER o

2. Hop Fung IndustriesT3 AR AR Z XA R
ILIRIBEFE S KGR - BAR B ZHEER -
Hop Fung Industriesz 2 &8 2 21T R A /1003
7T+ 9 710,000 F R EEO0.015 T 2 IR - 5
BIMHop Fung Industries BVIK & 7 %= 5t 4 %
B7,4740% }22,5260% « IRIFFEHF LG & - 7
RELERFTRFFLAEIHIR A BHop Fung
Industries 7,474 & R E (H0.01E€ TR (0 2 ##

X o
fm

3. Hop Fung Industries BVIJjHop Fung Industries
ZERAF - BRREESRBEE - BEAR
7] 2 188t A& - Hop Fung Industries BVIZ & &6
EETRARI00ETT © 5 410,0000% & B B
Bl el 5 AR 56 25 - BFAR P 5

0.01ETL 2% » 5
4+ Fullwood X Goldspeed## A1,181 ~ 1,181 -

3,819%3,819/% - REBEFEFH R AE K - FHREH
SAERFRFEREGEB R SKER B#EAHp
Fung Industries BVI& #£5,0000% & % H {60.01
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DIRECTORS’ INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

(continued)

(a)

Shares (continued)

Notes: (continued)

4.

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.

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 number of issued shares of Hop
Fung FG is 3,000,100 divided into 100 ordinary shares
and 3,000,000 non-voting deferred shares, of which
1,530,000 non-voting deferred shares 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 1,530,000 non-voting deferred
shares in Hop Fung FG.

Pursuant to two equity transfer agreements dated
24th October, 2014 (details of which are set out in
note 29 to the consolidated financial statements), Hop
Fung Group (BVI) agreed to sell and transfer and the
purchasers thereof agreed to purchase the remaining
51% interests (both the 51 ordinary shares held by Hop
Fung Group (BVI) and the 1,530,000 non-voting deferred
shares held by Hop Fung Group HK) of Hop Fung FG
by the end of 2016. Accordingly, each of Mr. Hui Sum
Kwok and Mr. Hui Sum Ping is deemed to have a short
position in the 1,530,000 non-voting deferred shares of
Hop Fung FG under the two equity transfer agreements
pursuant to the SFO.

<
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(a)

Bt ()
HisE  (4)

4.

/\“’“EHJ’J$ TZWE Al I&HE%«M

EHE &G - N B2 B R é%@ﬁﬂ
2%ﬁﬁaﬁéfiﬁx¢m 000, 100,%7u o A1000%
SRR EE 1 T 2 % # R 123,000,000k & ik &

BB T2 EIE IR - 523,000,000 & i
HAEIETZALAHESZRECHHBALESE
B (HB)BRAR ([GLEEAES]) Ex5HH -

AL EEEBR DR BHop Fung Holdings
Limited ([Hop Fung Holdings (BVI)]) & #F # %=
SeHEHEBE91.43% K8.57% ©

Hop Fung Holdings (BVI)Z 2317 % A& % 5l &1
HE A - #Mﬂ?ﬁ‘ﬁE&Goldspeed%ﬁSO%
11.81%%38.19% ° RIEF FH R B E KM - &7
REEERARTFEEREAREBEELE AR
3,000,000/ F R EE 1B T EE ZHERLTK 2
MRS o

RIEBHA-_ZTT=FNAT+LBZEREZ
B SGLEERARERBARLARRAZEE
f B ‘A FlHop Fung Group Company Limited
(fHop Fung Group (BVI)]) & L B AR #E - DA
%8 53,000,000 BREEIE TS E R
ERFREER - Bt - RIBEFHFREE GO -
ui’bwlﬁi&ﬁmiﬁ‘ﬁiﬁ%ﬁﬁﬁﬁﬁﬂﬁﬂﬁ
5 A 22 9 P 5 (D R R A O I 2 HERBRR (D 2K B -

ALEMIARARIZHBAR l&t*ﬁéﬁm%
MEBE G - BARR Z B A2 EM
zaiéﬁﬂﬁﬁ%ﬂzai%sooomoﬂx’ 7%100%
3 A% 123,000,000 I ERELER - £+ 8
1,630,000k EE R RELERBELEERTAEE
HHE - BREZHFRBER FHRBEBEER
HARFLAEER A% A1,530,00008 4 LB HE
IR ERIBEER s -

REMHBRA-ZT—NF+A-FTHEZR
EERIGE (FE ﬁﬁ’\\%?\/\ﬁﬂ‘&iﬁimifm)
Hop Fung Group (BVINEIER =T —NFEA]
HEREE REFZZEEFRERESRE
Bl 2 # T51% %= (B2 BHop Fung Group
(BV) HAEZBIREBREAEEEERERA
2.1,530,000/% FE IR EREEIERR) - At - IRIEFE
HREEEY FHRBEEERFFFEEAR
RAHEAR WM M E R 3T 71,630,000 &
LEEELEZERTERMDHZAER -
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DIRECTORS’ INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES
(continued)

(a)

(b)

Shares (continued)
Notes: (continued)

6. 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.

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 each 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.

8. 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.

Share options
Details of the Directors’ and their associates’ interests

in share options of the Company are set out in the
section headed “Share Options” in this report.

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 31st December, 2014.
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6. Applewood Forest Limited ([ Applewood ) T3
HEBEZRESEMAK L Z AR - ApplewoodZ
2WHEBTRARIZT BFEREEIELZ
1D o Z AR AR D mPinecity2 B A K ER
# Bl HHSBCLAHUI & Wong 2004 Family Trust
RAAZEOBEE - REFHFRBAEKRL -
ApplewoodE A A 8] 2 MEEEEE - RIBFEF R
ERE &M - 5T AR B 58 A AR A B Applewood 1
FREE1ETTRG 2w o

7. MEBER AR ([FE]D DREBZTMA L2 A
AloMHEZ2HEHITRARIOEBT 545
100/ & A& E1E1E T 2 I 1) BBApplewoodEH
B4 %8B MApplewoodf| HHSBCE BH 2 &
& A RlPinecityl# # A - BIFEHF KB K
Bl - 5 FRE S AR A AHSBCLAHUI & Wong
2004 Family TrustX &t A &5 K& H 2 T3
100 F R EETE TERHD 2 #a - Applewood
ZHBHRN LS -

8. BRAERAR ([BER]) DREBFEMKILZA
Al R Z2HEBITRARIE T BIE1R
ME1#E 7T 2% - BApplewoodE EH A -
MApplewoodBl| HHSBCE B H 2 &Kt B A A
Pinecity@# # A  IRIZFFH K BB KM - 574
B % 4 IR & % AHSBCLAHUI & Wong 2004
Family Trust¥sEA S D RKEB 2B KT
BB TS 2 #2% ° Applewood Z B EH R £
SCHIEEB ©

(b) MERHE
EENBEEIBBAIRARRBREZ Ei

BN ARE [BAE] —8 -

BEXEBEEN RZE—NFE+-_RA=+—H &
ENEEFZBHBEATHER AR RS EEMAAEER
ZAEMBD - HERORESFTHEREEMERIRE -



SUBSTANTIAL SHAREHOLDERS

As at 31st December, 2014, the following shareholders had
interests or short positions in shares or underlying shares of
the Company as recorded in the register required to be kept

=
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RIZB-—MF+-_A=1t—H BEAQARREES
R E G FEBGRFEZELMATHEXZTAS
ARRAF] - PRV A R BB RAARE A D+ %A #

by the Company pursuant to Section 336 of the SFO, or as zZ AR :
otherwise notified to the Company:
Approximate
Number percentage of
Number of of share issued share capital
Name of shareholder Capacity issued shares held options held Note(s) HERTRE
BRREH/#4 8% BRERTRGEA FrisBREYE i3 BOEAL
Hop Fung Industries Beneficial owner 385,058,793 - 1 52.87%
EGBEEA
Hop Fung Industries BVI Interest of a controlled corporation 385,058,793 - 1,2 52.87%
REEEER
Fullwood Interest of controlled corporations 385,058,793 - 1,234 52.87%
REZEER
Pinecity Interest of controlled corporations 385,058,793 - 1,2,34 52.87%
REEEER
Goldspeed Interest of controlled corporations 385,058,793 - 1,2,3,5 52.87%
REZEER
Goldkeen Interest of controlled corporations 385,058,793 - 1,2,3,5 52.87%
REEERER
HSBC Trustee of discretionary trust 385,058,793 - 1,2,3,4,5 52.87%
PEEAREA
Mr. Hui Sum Kwok Beneficial owner / founder of a 393,390,204 19,000,000 1,2,3,4,6 56.62%
FRERAE discretionary trust / interest of
controlled corporations / interest of
Spouse
BREBEA/2RETAIN/
RtEks/ REER
Mr. Hui Sum Ping Beneficial owner / founder of a 388,010,793 19,000,000 1,2,3,57 55.88%

EATAE

discretionary trust / interest of
controlled corporations

ERBAN/ 2REFAUA/
REiEREE
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SUBSTANTIAL SHAREHOLDERS (continued)

Notes:
1. The 385,058,793 shares are owned by Hop Fung Industries.

2. The issued share capital of Hop Fung Industries is owned as to
74.74% and 25.26% by Hop Fung Industries BVI and Mr. Hui
Sum Tai respectively and Hop Fung Industries BVI is deemed to
be interested in the 385,058,793 shares under the SFO.

3. 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.

4. 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
385,058,793 shares under the SFO.

5. The entire issued share capital of Goldspeed is indirectly held
by HSBC through its 100% controlled corporation, Goldkeen
in its capacity as the trustee of HSP 2004 Family Trust, a
discretionary trust the founder of which is Mr. Hui Sum Ping
and the discretionary objects of which include family members
of Mr. Hui Sum Ping. Accordingly, each of Goldspeed,
Goldkeen, HSBC and Mr. Hui Sum Ping is deemed to be
interested in the 385,058,793 shares under the SFO.

6. Of 393,390,204 shares, Ms. Wong Mui is directly interested in
750,000 shares and is deemed to be interested in 392,640,204
shares and 19,000,000 share options 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.

7. Ms. Jian Jian Yi is deemed to be interested in 388,010,793
shares and 19,000,000 share options under the SFO as she is
the spouse of Mr. Hui Sum Ping, a Director and a substantial
shareholder 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 31st December, 2014.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SHARES

There was no purchase, sale or redemption of the Company's
listed securities by the Company or any of its subsidiaries
during the year ended 31st December, 2014.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Save as disclosed under the heading “Share Options” above,
at no time during the year was the Company, any of its holding
companies, fellow subsidiaries or subsidiaries a party to any
arrangements to enable the Directors to acquire benefits by
means of the acquisition of shares in, or debentures of, the
Company or any other body corporate. In addition, save as
disclosed above, none of the Directors, their spouse or children
under the age of 18 were granted any right to subscribe for
the securities of the Company or had exercised any such right
during the year.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

Other than the transactions set out in note 31 to the
consolidated financial statements, no other contracts of
significance to which the Company or any of its subsidiaries
was a party and in which a Director of the Company is or was
materially interested, either directly or indirectly, subsisted at
the end of the year or at any time during the year.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31st December, 2014, the aggregate
amount of turnover attributable to the Group's five largest
customers accounted for less than 15% of the Group's
turnover.

The aggregate amount of purchases attributable to the Group's
five largest suppliers accounted for approximately 59% of the
Group's total purchases and the purchases attributable to the
Group's largest supplier accounted for approximately 20% of
the Group's total purchases.

None of the Directors, their associates or any shareholders
(which to the knowledge of the Directors own more than 5%
of the Company's share capital) has any interest in the Group's
five largest suppliers.
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CONNECTED TRANSACTIONS

During the year, the Group did not enter into any related party
transactions or continuing related party transactions which fall
under the definition of “Connected Transaction” or “Continuing
Connected Transaction” in Chapter 14A of the Listing Rules.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company's Articles of Association or the laws of the Cayman
Islands, which shall oblige the Company to offer new shares
on a pro-rata basis to existing shareholders.

DONATIONS

During the year, the Group made charitable donations
amounting to approximately HK$44,000.

CORPORATE GOVERNANCE

The Directors strive to maintain high standards of corporate
governance to enhance shareholder value and safeguard
shareholder interests. The corporate governance principles of
the Company emphasise the importance of a quality Board,
effective internal controls and accountability to shareholders.
The Company has met the code provisions set out in the
Corporate Governance Code contained in Appendix 14 of
the Rules Governing the Listing of Securities on the Stock
Exchange throughout the year ended 31st December, 2014,
except with the following deviations:

Code Provision A.2.1

o 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.

o 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 the Chief Executive Officer respectively
are clear and distinctive and hence written terms
thereof are not necessary.

Code Provision B.1.2

o A deviation from the code provision B.1.2 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 the senior management.
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CORPORATE GOVERNANCE (continued)

Code Provision B.1.2 (continued)

o Currently, the remuneration of the senior management
is attended by the Chairman and/or the Chief Executive

Officer of the Company.

Code Provision C.3.3

o Code provision C.3.3 stipulates that the audit committee
must meet, at least twice a year, with the Company’s
auditor.

o Since the Company has not engaged its auditor to

review the financial information in its interim report, the
Audit Committee has met with the Company’s auditor
once a year to discuss matters arising from the audit
of the Company’s annual results and other matters the
auditor may wish to raise. The Audit Committee has
met with the Company's auditor once during the year
ended 31st December, 2014.

PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the Directors, at least 25% of the
Company's total number of issued shares were held by the
public as at the date of this report.

AUDITOR

Messrs. Deloitte Touche Tohmatsu has acted as auditor of the
Company since its incorporation.

A resolution will be submitted to the forthcoming annual
general meeting to re-appoint Messrs. Deloitte Touche
Tohmatsu as auditor of the Company.

On behalf of the Board

Hui Sum Kwok

Chairman
30th March, 2015
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Deloitte
=20

TO THE SHAREHOLDERS OF
HOP FUNG GROUP HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of
Hop Fung Group Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set
out on pages 44 to 127, which comprise the consolidated
statement of financial position as at 31st December, 2014,
and the consolidated statement of profit or loss and other
comprehensive income, consolidated statement of changes in
equity and consolidated statement of cash flows for the year
then ended, and a summary of significant accounting policies
and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the
preparation of consolidated financial statements that give a
true and fair view in accordance with Hong Kong Financial
Reporting Standards issued by the Hong Kong Institute of
Certified Public Accountants and the disclosure requirements
of the Hong Kong Companies Ordinance, and for such internal
control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these
consolidated financial statements based on our audit and to
report our opinion solely to you, as a body, in accordance with
our agreed terms of engagement and for no other purpose.
We do not assume responsibility towards or accept liability to
any other person for the contents of this report. We conducted
our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with
ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial
statements are free from material misstatement.
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An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected
depend on the auditor’'s judgment, including the assessment
of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control
relevant to the entity’'s preparation of the consolidated financial
statements that give a true and fair view in order to design
audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the
effectiveness of the entity's internal control. An audit also
includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation of
the consolidated financial statements.

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit
opinion.

OPINION

In our opinion, the consolidated financial statements give a
true and fair view of the state of affairs of the Group as at 31st
December, 2014 and of the Group's profit and cash flows for
the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in
accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

30th March, 2015
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CONSOLIDATED STATEMENT OEPROFIT" OR LOSS AND OTHER COMPREHENSIVE INCOME
e RkEMEZEKRER

FORTHE YEAR ENDED 31ST DECEMBER, 2074

HE-F—MEt A=t —ALFE

2014 2013
NOTES HK$’ 000 HK$' 000
Bt 5 THER FH&T
Revenue W = 7 1,097,102 1,026,623
Cost of sales 1 & AR (913,496) (853,037)
Gross profit E A 183,606 173,586
Other income Ha g A 8 15,888 12,666
Selling and distribution costs HE RS HKA (63,522) (60,423)
Administrative expenses 1T R X (75,178) (71,602)
Other expenses HAb B XX (24,707) (23,735)
Finance costs BA TS 7R 9 (21,499) (24,737)
Changes in fair value of derivative PTESMIAATE
financial instruments ol ) 19 147 4,329
Gain on disposal of a HEMB AR ZWE
subsidiary 29 378,802 -
Profit before taxation IR bE 393,537 10,084
Income tax expense FriSfi > 10 (4,365) (4,186)
Profit for the year, attributable to owners NR BB A
of the Company FE A 11 389,172 5,898
Other comprehensive (expense) FEEME2E (FAX)
income for the year: g
Item that may be reclassified HEAEEF 7SR
subsequently to profit or 10ss: Bwm2EE -
Exchange differences arising from MEBINETE 2
translation of foreign operations ME X ZRE (9,853) 27,315
Total comprehensive income for the year, AR FIHEEAEIEFE
attributable to owners of the Company 2HEMEEEE 379,319 33,213
HK cents HK cents
AL P AL
Earnings per share FREF 14
- basic — B 53.70 0.81
— diluted —#8 52.90 0.81
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AT 31ST DECEMBER, 2014
Ko mEf=A=+—H

2014 2013
NOTES HK$’ 000 HK$" 000
B 7 F#ET FHET
Non-current assets IRBEE
Property, plant and equipment Y - B MEE 15 1,371,405 1,429,963
Prepaid lease payments on land use rights +H{EREEMNBAERE 16 16,684 22,887
Receivables from disposal of a subsidiary HEWBA AR 2 EUKIE 29 229,068 =
1,617,157 1,452,850
Current assets REBEE
Inventories EAY 17 111,361 102,296
Trade and other receivables B 5 & E At JE W FKIB 18 207,025 220,132
Deposits and prepayments e RIERRK 5,782 7,490
Prepaid lease payments on land use rights  +ii{F AERNNHERKE 16 425 627
Derivative financial instruments PTESmIT A 19 68 1,173
Bank balances and cash RITHEHRERS 20 393,988 239,767
718,649 571,485
Current liabilities REAE
Trade, bills and other payables B EBRNHEMEMKIE 21 232,278 180,592
Taxation payable FERT IR 11,509 11,384
Derivative financial instruments PTESRTA 19 48 222
Unsecured bank borrowings EILIRITEE 22 297,249 348,195
541,084 540,393
Net current assets REBEEFE 177,565 31,092
Total assets less current liabilities HEERRBERE 1,794,722 1,483,942
Capital and reserves BAR#E
Share capital A& s 23 72,831 72,439
Share premium and reserves f& 10 & (B M 7 1,461,618 1,077,359
Total equity, attributable to owners ADNREEAELER
of the Company Fak 1,534,449 1,149,798
Non-current liabilities FkRBEE
Unsecured bank borrowings EERRBITEE 22 221,070 297,425
Deferred taxation iR E 7 I8 24 39,203 36,719
260,273 334,144
1,794,722 1,483,942

FAUE12TIBE 2 IR AU BRRENR_ZE—HF=A
THEESSHERKRERK  THTHESKRE
Z

The consolidated financial statements on pages 44 to 127 were R
approved and authorised for issue by the Board of Directors on
30th March, 2015 and are signed on its behalf by:

77

% (11

DIRECTOR &%
HUI SUM KWOK % B

DIRECTOR &%
HUI SUM PING %% ¥
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FOR THE YEAR ENDED 31ST DECEMBER, 2074
BE _FE-—WFEF_H=+—HIFE

4

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Share
Share Share Special  Translation options Retained
capital premium reserve reserve reserve profits Total
BA  RAEE RBARE ENRE BRERE RENE @zt
HK$' 000 HK$'000 HK$' 000 HK$' 000 HK$'000 HK$' 000 HK$'000
T T T TEL THL T T
(Note a)
(M a)
At 1st January, 2013 R-E-=F-f—H 72,439 443,294 (107,444) 138,244 17,088 550,786 1,114,407
Profit for the year EERHE - - - - - 5,898 5,898
Exchange differences arising from ~ BEENEHK 2
translation of foreign operations ELZBRER
and total other comprehensive LR eale
income for the year Fke - - - 27,315 - = 27,315
Total comprehensive income FEXANREE
for the year - - - 27,315 - 5,898 33,213
Recognition of equity-settled BRI EL S
share-based payments RH X2 - - - - 2,178 - 2,178
At 31st December, 2013 RZE-=%
+-A=+-H 72,439 443,294 (107,444) 165,559 19,266 556,684 1,149,798
Profit for the year EEHE - - - - - 389,172 389,172
Exchange differences arising from ~ #EENEHK
translation of foreign operations EREERER
and total other comprehensive LzENE
income for the year Fak - - - (9,853) - - (9,853)
Total comprehensive income FEXANREE
for the year = = (9,853) = 389,172 379,319
Recognition of equity-settled BRNRELE
share-based payments RGBT 2 i - - - - 4,234 - 4,234
Exercise of share options e 392 706 = = = - 1,098
At 31st December, 2014 RZZ-MF
+-A=1+-H 72,831 444,000 (107,444) 155,706 23,500 945,856 1,534,449
Note a: Mzt a -

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 (“FKHF") and Gong Ming Hop Fung Paper Ware
Factory Limited (“GMHF") and the nominal value of the share capital
of the subsidiaries acquired as a result of the group reorganisation in
2003.

FRlEEEALRRHBARIZRERAEREE LA MK
ERAR(EMEE D RAARLEEARBERAR ([RHE
LERERECRACHELAEA _SZZ=F5EEHMKE
ZHBARZBAEE L ZH -
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FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE _F-WFE+ZH=+—HILFE

2014 2013
NOTE HK$’ 000 HK$" 000
B 5 THET T T
Operating activities RETEH
Profit before taxation 5 B A 393,537 10,084
Adjustments for: EIEH AT :
Finance costs B 75 K AR 21,499 24,737
Provision for (reversal of) BHREWHIEZ
impairment losses on trade BEEEEE
receivables (BEUREEE) 414 (804)
Allowance for inventories FEREE - 145
Gain on disposal of a subsidiary HEM B AR 2 W (378,802) =
Depreciation of property, - WERRETE
plant and equipment 79,140 79,192
Release of prepaid lease B 4w (F R AETE
payments on land use rights MEFE 625 624
Interest income B WA (7,014) (3,568)
(Gain) loss on disposal of property, LEWE  BEM&E
plant and equipment (W) B8 (43) 712
Share-based payment expense LARRAD 32+ 2 2 i 4,234 2,178
Changes in fair value of derivative PTESMITERNTE
financial instruments 2B E) (147) (4,329)
Operating cash flows before movements MEE S E BRI EE
in working capital RERE 113,443 108,971
(Increase) decrease in inventories & (Em) (9,065) 41,196
Decrease (increase) in trade and other B 5 Kk E A EWFKIA
receivables A (38 hn) 14,341 (40,827)
Decrease in deposits and prepayments e RIEMFOR D 1,708 5,152
Decrease in trade, bills and other B5 RE&EMERN
payables FRIER A (8,975) (48,052)
Settlement of derivative financial UTESMTALHE
instruments, net FEE 1,078 3,681
Cash generated from operations BEELEZES 112,530 70,121
Income tax paid BN FER (2,091) (1,626)
Income tax refund REIFTSH 335 683
Net cash from operating activities BRETHEECRESTE 110,774 69,178
Investing activities REFTE
Purchases of property, plant and WEEME - BE R&E
equipment (37,470) (80,219)
Interest received 2 U F] B 4,106 3,568
Disposal of a subsidiary HEMB AT 29 225,110 =
Proceeds on disposal of property, plant and HEW¥ - BE MR H
equipment FriS 308 430 124
Net cash from (used in) investing RETHEE (EFAH) 2
activities ReFHE 192,176 (76,527)
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CONSOLIDATED STATEMENT OF CASH FLOWS

mERETRER

FOR THE YEAR ENDED 31ST DECEMBER, 2014

BE-E—ME+-A=1—HLFE

2014 2013
HK$’000 HK$' 000
FER FHET
Financing activities AEEE
New bank loans raised FTIBIRITE R 167,975 319,172
Other bank borrowings drawn RIEMRITEE 934,092 895,391
(Decrease) increase in trust receipt loans ErEIRE R O 4) 320 (28) 5,591
Repayment of bank loans EERITER (325,979) (372,440)
Repayment of other bank borrowings BEHMIBRITEE (901,952) (869,697)
Repayment of obligation under finance lease &R & & & E (800) =
Proceeds from issue of shares BEITRMO TS EIR 1,098 =
Interest paid EAHE (21,720) (24,737)
Net cash used in financing activities MELTHFEAZRESTE (147,314) (46,720)
Net increase (decrease) in cash and ReERBSEEEM
cash equivalents (R D) F8 155,636 (54,069)
Cash and cash equivalents R—B—BER&K
at 1st January ReEE 239,767 289,159
Effect of foreign exchange EXxE#FH &
rate changes (1,415) 4,677
Cash and cash equivalents R+=A=+—8
at 31st December RekBReEE
represented by bank balances and cash RITHEBR LIRS 393,988 239,767
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. l
— NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e SRR M R

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-—F—mE+ A=t —BLFE

GENERAL 1. —REHR

The Company is an exempted company with limited ARABBERSEHEEOFE2ERFNE (=N~ —
liability incorporated in the Cayman lIslands under the FEEIEEN  REEREIT) RBESEHS MK
Companies Law, Cap. 22 (Law 3 of 1961, as consolidated VREREBERAT HROREBBEZSHFF
and revised) of the Cayman lIslands and its shares are ERAAE ([BRF]) LM ARARZBRA A
listed on The Stock Exchange of Hong Kong Limited (the REE R XS MM ZHop Fung Industries
“Stock Exchange”). Its parent is Hop Fung Industries Limited ' MK AFRI AR EBE ST
Limited, a company incorporated in the British Virgin X 37 ZHop Fung Industries (Holdings) Limited °
Islands and its ultimate parent is Hop Fung Industries AARZFMPEE 2 ISR A FHR A 7 E R
(Holdings) Limited, a company also incorporated in the B A o

British Virgin Islands. The address of the registered office

of the Company is disclosed under Corporate Information

section of the annual report.

The consolidated financial statements are presented in SEMBHRERBNB T (ABIT]) 2% - BLAN
Hong Kong dollars (“HKD"), which is also the functional RNEZIEEE -

currency of the Company.

The Company acts as an investment holding company. KRR ABBREEZERAR  EXTEHEBRARAIZEE
The principal activities of its principal subsidiaries are set FBERMI T34 -

out in note 34.

APPLICATION OF NEW AND REVISED HONG 2. H:iIERLZREBiIZ2E B EHREEAN([F

KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs")

In the current year, the Group has applied the following
amendments to HKFRSs and a new Interpretation issued
by the Hong Kong Institute of Certified Public Accountants
("HKICPA").

Amendments to HKFRS 10,
HKFRS 12 and HKAS 27

Investment Entities

EMBHREED]) 2 &

EREE AEEEHRATIBELSIMLE
(IERGFEAE]) BHZEENBREELZ
CHRIPSE

EAMBREEAE105 - RE
EEMBREENE 125 R
BRI ENFE27R 2BFT

it
i

Amendments to HKAS 32 Offsetting Financial AR SR FE3298 2 BT BT HREENM
Assets and Financial HBAaRE
Liabilities

Amendments to HKAS 36 Recoverable Amount ARG EAE3R 2 BE] FIBEEZ
Disclosures for e eEER
Non-Financial
Assets

Amendments to HKAS 39 Novation of BAGREREI9NR 2 E5T PMETIAEEHR
Derivatives and HHErEz
Continuation of T
Hedge Accounting

HK(IFRIC) - Int 21 Levies (=6

Er(ARUBHERERES)
—REF2R
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NOTESTOTHE CONSOUIDATED FINANCIAL STATEMENTS

e MR RRNE

FOR THE YEAR ENDED 31ST DECEMBER, 2074
BE _FE-—WFEF_H=+—HIFE

2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs"”) (continued)

The application of the amendments to HKFRSs and a
new Interpretation in the current year has had no material
impact on the Group's financial performance and positions
for the current and prior years and/or on the disclosures
set out in these consolidated financial statements.

MAREEIT2ERMBREEN(E
BUMBREER ) 2ER(E)

RAFERAZ BBV B REEN BT K2
BUAFERBEFE2EBMBRR LI R
SERGEMBRRABZBEBEERALBEERY

@,
!

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

REB W EIEFER T HIE RAE M RERZH
RIRBIERTEAM B REEL

effective:

HKFRS 9
HKFRS 15

Amendments to HKAS 1

Amendments to HKAS 16
and HKAS 38

Amendments to HKAS 16

and HKAS 41

Amendments to HKAS 19

Amendments to HKAS 27

Amendments to HKFRS 10
and HKAS 28

Amendments to HKFRS 10,

HKFRS 12 and HKAS 28

Financial Instruments’
Revenue from Contracts
with Customers?
Disclosure Initiative*
Clarification of Acceptable
Methods of
Depreciation
and Amortisation*
Agriculture: Bearer Plants?

Defined Benefit Plans:
Employee
Contributions®

Equity Method in Separate
Financial Statements*

Sale or Contribution of
Assets between an
Investor and its
Associate or Joint
Venture*

Investment Entities:
Applying the
Consolidation
Exception*
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMEN

o

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

(“HKFRSs"”) (continued)

Amendments to HKFRS 11

Amendments to HKFRSs

Amendments to HKFRSs

Amendments to HKFRSs

Accounting for
Acquisitions of Interests
in Joint Operations*

Annual Improvements to
HKFRSs 2010 - 2012
Cycle®

Annual Improvements to
HKFRSs 2011 - 2013
Cycle®

Annual Improvements to
HKFRSs 2012 - 2014
Cycle?

U Effective for annual periods beginning on or after 1st
January, 2018, with earlier application permitted

2 Effective for annual periods beginning on or after 1st
January, 2017, with earlier application permitted

g Effective for annual periods beginning on or after 1st July,
2014, with earlier application permitted

& Effective for annual periods beginning on or after 1st
January, 2016, with earlier application permitted

2 Effective for annual periods beginning on or after 1st
July, 2014, with limited exceptions. Earlier application is

permitted

TS

e SRR M

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-—F—mF A=t —HLFE
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NOTESTO THE CONSOUKIDATED FINANCIAL STATEMENTS

e MR RRNE

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-E—ME+-A=1—HLFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs"”) (continued)

HKFRS 9 Financial Instruments

HKFRS 9 issued in 2009 introduced new requirements
for the classification and measurement of financial
assets. HKFRS 9 was subsequently amended in 2010
to include requirements for the classification and
measurement of financial liabilities and for derecognition,
and further amended in 2013 to include the new
requirements for general hedge accounting. Another
revised version of HKFRS 9 was issued in 2014 mainly
to include a) impairment requirements for financial
assets and b) limited amendments to the classification
and measurement requirements by introducing a ‘fair
value through other comprehensive income’ (FVTOCI)
measurement category for certain simple debt
instruments.

Key requirements of HKFRS 9 are described below:

e All recognised financial assets that are within the
scope of HKAS 39 Financial Instruments: Recognition
and Measurement are 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. Debt instruments that are held within a
business model whose objective is achieved both
by collecting contractual cash flows and selling
financial assets, and that have contractual terms of
the financial asset giving rise on specified dates to
cash flows that are solely payments of principal and
interest on the principal amount outstanding, are
measured at FVTOCI. All other debt investments
and equity investments are measured at their fair
value at the end of subsequent accounting 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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2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs"”) (continued)

HKFRS 9 Financial Instruments (continued)

e With regard to the measurement of financial liabilities
designated as at fair value through profit or loss,
HKFRS 9 requires that 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 of financial
liabilities attributable to changes in the financial
liabilities’ credit risk are not subsequently reclassified
to profit or loss. Under HKAS 39, the entire amount
of the change in the fair value of the financial liability
designated as fair value through profit or loss was
presented in profit or loss.

° In relation to the impairment of financial assets,
HKFRS 9 requires an expected credit loss model,
as opposed to an incurred credit loss model under
HKAS 39. The expected credit loss model requires
an entity to account for expected credit losses and
changes in those expected credit losses at each
reporting date to reflect changes in credit risk since
initial recognition. In other words, it is no longer
necessary for a credit event to have occurred before
credit losses are recognised.

° The new general hedge accounting requirements
retain the three types of hedge accounting. However,
greater flexibility has been introduced to the types
of transactions eligible for hedge accounting,
specifically broadening the types of instruments that
qualify for hedging instruments and the types of risk
components of non-financial items that are eligible
for hedge accounting. In addition, the effectiveness
test has been overhauled and replaced with the
principle of an ‘economic relationship’. Retrospective
assessment of hedge effectiveness is also no longer
required. Enhanced disclosure requirements about an
entity’s risk management activities have also been
introduced.

The directors of the Company will assess the impact of
the application of HKFRS 9. However, it is not practicable
to provide a reasonable estimate of that effect until a
detailed review has been completed.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs"”) (continued)

HKFRS 15 Revenue from Contracts with
Customers

In July 2014, HKFRS 15 was issued which establishes
a single comprehensive model for entities to use in
accounting for revenue arising from contracts with
customers. HKFRS 15 will supersede the current revenue
recognition guidance including HKAS 18 Revenue, HKAS
11 Construction Contracts and the related Interpretations
when it becomes effective.

The core principle of HKFRS 15 is that an entity should
recognise revenue to depict the transfer of promised
goods or services to customers in an amount that
reflects the consideration to which the entity expects
to be entitled in exchange for those goods or services.
Specifically, the Standard introduces a b5-step approach to
revenue recognition:

° Step 1: Identify the contract(s) with a customer

° Step 2: Identify the performance obligations in the
contract

° Step 3: Determine the transaction price

° Step 4. Allocate the transaction price to the
performance obligations in the contract

° Step 5:  Recognise revenue when (or as) the entity
satisfies a performance obligation

Under HKFRS 15, an entity recognises revenue when
(or as) a performance obligation is satisfied, i.e. when
‘control” of the goods or services underlying the particular
performance obligation is transferred to the customer. Far
more prescriptive guidance has been added in HKFRS 15
to deal with specific scenarios. Furthermore, extensive
disclosures are required by HKFRS 15.

The directors of the Company will assess the impact of
the application of HKFRS 15. However, it is not practicable
to provide a reasonable estimate of the effect of HKFRS
15 until the Group performs a detailed review.

Other than as described above, the directors of the
Company anticipate that the application of the other new
and revised HKFRSs will have no material impact on the
results and the financial position of the Group.
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SIGNIFICANT ACCOUNTING POLICIES
Statement of compliance

The consolidated financial statements have been prepared
in accordance with HKFRSs issued by the HKICPA. In
addition, the consolidated financial statements include
applicable disclosures required by the Rules Governing
the Listing of Securities on The Stock Exchange of Hong
Kong Limited and by Hong Kong Companies Ordinance
(Cap. 32).

Basis of preparation

The consolidated financial statements have been prepared
on the historical cost basis except for certain financial
instruments that are measured at fair values at the end
of each reporting period, as explained in the accounting
policies set out below.

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date,
regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating
the fair value of an asset or a liability, the Group takes
into account the characteristics of the asset or liability
if market participants would take those characteristics
into account when pricing the asset or liability at the
measurement date. Fair value for measurement and/
or disclosure purposes in these consolidated financial
statements is determined on such a basis, except for
share-based payment transactions that are within the
scope of HKFRS 2, leasing transactions that are within the
scope of HKAS 17, and measurements that have some
similarities to fair value but are not fair value, such as net
realisable value in HKAS 2 or value in use in HKAS 36.
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NOTESTO THE CONSOUKIDATED FINANCIAL STATEMENTS
e MR RRNE

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE _FE-—WFEF_H=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Basis of preparation (continued)

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3
based on the degree to which the inputs to the fair value
measurements are observable and the significance of the
inputs to the fair value measurement in its entirety, which
are described as follows:

° Level 1 inputs are quoted prices (unadjusted)
in active markets for identical assets or
liabilities that the entity can access at the
measurement date;

° Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable
for the asset or liability, either directly or
indirectly; and

° Level 3 inputs are unobservable inputs for the
asset or liability.

The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and entities
controlled by the Company and its subsidiaries. Control is
achieved when the Company:

° has power over the investee;

° is exposed, or has rights, to variable returns from its
involvement with the investee; and

° has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control
listed above.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Basis of consolidation (continued)

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the
Group loses control of the subsidiary. Specifically, income
and expenses of subsidiaries acquired or disposed of
during the year are included in the consolidated statement
of profit or loss and other comprehensive income from
the date the Group gains control until the date when the
Group ceases to control the subsidiary.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with the Group’s accounting policies.

All intragroup assets and liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in full on
consolidation.

Changes in the Group’s ownership interests in existing
subsidiaries

When the Group loses control of a subsidiary, a gain or
loss is recognised in profit or loss and is calculated as
the difference between (i) the aggregate of the fair value
of the consideration received and the fair value of any
retained interest and (ii) the previous carrying amount
of the assets (including goodwill), and liabilities of the
subsidiary and any non-controlling interests. All amounts
previously recognised in other comprehensive income
in relation to that subsidiary are accounted for as if the
Group had directly disposed of the related assets or
liabilities of the subsidiary (i.e. reclassified to profit or loss
or transferred to another category of equity as specified/
permitted by applicable HKFRSs).
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NOTESTO THE CONSOUKIDATED FINANCIAL STATEMENTS
e MR RRNE

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE _FE-—WFEF_H=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable
for goods sold and services provided in the normal course
of business, net of discounts and sales related taxes.

Revenue from the sale of goods is recognised when the
goods are delivered and titles have passed, at which time
all the following conditions are satisfied:

° the Group has transferred to the buyer the significant
risks and rewards of ownership of the goods;

e the Group retains neither continuing managerial
involvement to the degree usually associated with
ownership nor effective control over the goods sold;

e the amount of revenue can be measured reliably;

° it is probable that the economic benefits associated
with the transaction will flow to the Group; and

° the costs incurred or to be incurred in respect of the
transaction can be measured reliably.

Service income is recognised when services are provided.

Interest income from a financial asset is recognised when
it is probable that the economic benefits will flow to
the Group and the amount of income can be measured
reliably. Interest income is accrued on a time basis, by
reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly
discounts the estimated future cash receipts through the
expected life of the financial asset to that asset's net
carrying amount on initial recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT‘E?

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Property, plant and equipment

Property, plant and equipment including leasehold
land and buildings held for use in the production or
for administrative purposes, other than construction
in progress as described below, are stated in the
consolidated statement of financial position at cost less
subsequent accumulated depreciation and subsequent
accumulated impairment losses, if any.

Depreciation is recognised so as to write off the cost
of items of property, plant and equipment, other than
construction in progress, over their estimated useful lives
and after taking into account of their estimated residual
value, using the straight-line method. The estimated
useful lives, residual values and depreciation method are
reviewed at the end of each reporting period, with the
effect of any changes in estimate accounted for on a
prospective basis.

Construction in progress includes property, plant and
equipment in the course of construction for production
or for its own use purposes. Construction in progress
is carried at cost less any recognised impairment loss.
Construction in progress is classified to the appropriate
category of property, plant and equipment when
completed and ready for intended use. Depreciation of
these assets, on the same basis as other property assets,
commences when the assets are ready for their intended
use.

Assets held under finance leases are depreciated over
their expected useful lives on the same basis as owned
assets. However, when there is no reasonable certainty
that ownership will be obtained by the end of the lease
term, assets are depreciated over the shorter of the lease
term and their useful lives.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset.
Any gain or loss arising on the disposal or retirement of
an item of property, plant and equipment is determined
as the difference between the sales proceeds and the
carrying amount of the asset and is recognised in profit or
loss.
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NOTESTO THE CONSOUKIDATED FINANCIAL STATEMENTS
e MR RRNE

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-E—ME+-A=1—HLFE

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost of inventories are determined on a
first-in, first-out method. Net realisable value represents
the estimated selling price for inventories less all
estimated costs of completion and costs necessary to
make the sale.

Impairment losses on tangible assets

At the end of the reporting period, the Group reviews
the carrying amounts of its tangible assets to determine
whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated in
order to determine the extent of the impairment loss, if
any. When it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which
the asset belongs. When a reasonable and consistent
basis of allocation can be identified, corporate assets
are also allocated to individual cash-generating units,
or otherwise they are allocated to the smallest group
of cash-generating units for which a reasonable and
consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs
to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects
current market assessments of the time value of money
and the risks specific to the asset for which the estimates
of future cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-
generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or a cash-
generating unit) is reduced to its recoverable amount. An
impairment loss is recognised immediately in profit or
loss.
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N NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment losses on tangible assets (continued)

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or cash-generating unit)
is increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been
determined had no impairment loss been recognised
for the asset (or a cash-generating unit) in prior years. A
reversal of an impairment loss is recognised immediately
in profit or loss.

Provisions

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of a past
event, it is probable that the Group will be required to
settle the obligation, and a reliable estimate can be made
of the amount of the obligation.

The amount recognised as a provision is the best
estimate of the consideration required to settle the
present obligation at the end of the reporting period,
taking into account the risks and uncertainties surrounding
the obligation. When a provision is measured using the
cash flows estimated to settle the present obligation, its
carrying amount is the present value of those cash flows
(when the effect of the time value of money is material).

When some or all of the economic benefits required to
settle a provision are expected to be recovered from a
third party, a receivable is recognised as an asset if it is
virtually certain that reimbursement will be received and
the amount of the receivable can be measured reliably.
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FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-F-—MFE+-A=1—ALFE

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments

Financial assets and financial liabilities are recognised in
the consolidated statement of financial position when a
group entity becomes a party to the contractual provisions
of the instrument.

Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets
and financial liabilities (other than financial assets or
financial liabilities at fair value through profit or loss) are
added to or deducted from the fair value of the financial
assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair
value through profit or loss are recognised immediately in
profit or loss.

Financial assets

The Group's financial assets comprise financial assets at
fair value through profit or loss (“FVTPL") and loans and
receivables. The classification depends on the nature and
purpose of the financial assets and is determined at the
time of initial recognition. All regular way purchases or
sales of financial assets are recognised and derecognised
on a trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery
of assets within the time frame established by regulation
or convention in the marketplace.

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a debt instrument and of allocating
interest income over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash receipts (including all fees and points paid or
received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts)
through the expected life of the debt instrument, or,
where appropriate, a shorter period to the net carrying
amount on initial recognition.

Interest income is recognised on an effective interest
basis for debt instruments other than those financial
assets classified as at FVTPL, of which interest income
is included in changes in fair value of derivative financial
instruments.
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NOTESTOTHE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)
Financial assets (continued)
Financial assets at fair value through profit or loss

Financial assets at FVTPL comprise financial assets held
for trading.

A financial asset is classified as held for trading if:

° it has been acquired principally for the purpose of
selling it in the near term; or

° it is part of a portfolio of identified financial
instruments that the Group manages together and
has a recent actual pattern of short-term profit-taking;
or

° it is a derivative that is not designated and effective
as a hedging instrument.

Financial assets at FVTPL are measured at fair value,
with changes in fair value arising from remeasurement
recognised directly in profit or loss in the period in which
they arise. The changes in fair value of derivative financial
instruments recognised in profit or loss include any
dividend or interest earned on the financial assets.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. Subsequent to initial recognition,
loans and receivables (including receivables from disposal
of a subsidiary, trade and other receivables, and bank
balances and cash) are measured at amortised cost
using the effective interest method, less any identified
impairment losses (see accounting policy on impairment
loss on financial assets below).
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FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-E—ME+-A=1—HLFE

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)
Financial assets (continued)
Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed
for indicators of impairment at the end of each reporting
period. Financial assets are considered to be impaired
when there is objective evidence that, as a result of one
or more events that occurred after the initial recognition
of the financial asset, the estimated future cash flows of
the financial assets have been affected.

Objective evidence of impairment could include:

° significant financial difficulty of the issuer or
counterparty; or

° breach of contract, such as a default or delinquency
in interest or principal payments; or

° it becoming probable that the borrower will enter
bankruptcy or financial re-organisation; or

e the disappearance of an active market for that
financial asset because of financial difficulties.

For certain categories of financial assets, such as trade
receivables, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment
on a collective basis. Objective evidence of impairment
for a portfolio of receivables could include the Group’s
past experience of collecting payments, an increase in
the number of delayed payments in the portfolio past
the average credit period ranged from 5 to 150 days, as
well as observable changes in national or local economic
conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount
of the impairment loss recognised is the difference
between the asset’s carrying amount and the present
value of estimated future cash flows discounted at the
financial asset’s original effective interest rate.

64 HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHE

FTESHEE(E)

SRIAE(E)
HBEE (&)
HHEERE

BIARFEFABRSZHBEEN  HiMBEE
EREBEHURFTRAEEEHARBE - WAT
BEBBRIUBEEZHARAKASRERER
ERREMBEERELE —AASTHENHTE
B AIMBEEREBKE/RKE -

MENZBRERTEEE

o BUTAXBITHREAMBERE : 3

o BEBRAKN  PIIERFBHANTBHAE
5

s MERABHUREWESETHVHER X

. BRPREBIRRNBEEERTS
2k

HRUBRHNVBHEEMS WEZHREFR
RERFETEEBEFLRENEESEINAR
BHAFMGETRE BUEFKBEASNRETE
EREEEAEEZBENRAER HAahBERYF
BEMAREZ1650H BB R BB - AR
BB R E QNN LR AR SR
FRFARREERE

HIZBERAARNMBEENS  REBRS
BREAEREERMGFAKRSRERE (A
BEEMNRERNXIFHR) MERER -



SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)
Financial assets (continued)
Impairment of financial assets (continued)

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with
the exception of trade receivables, where the carrying
amount is reduced through the use of an allowance
account. Changes in the carrying amount of the allowance
account are recognised in profit or loss. When a trade
receivable is considered uncollectible, it is written off
against the allowance account. Subsequent recoveries of
amounts previously written off are credited to profit or
loss.

For financial assets measured at amortised cost, if, in a
subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to
an event occurring after the impairment was recognised,
the previously recognised impairment loss is reversed
through profit or loss to the extent that the carrying
amount of the asset at the date the impairment is
reversed does not exceed what the amortised cost would
have been had the impairment not been recognised.

Financial liabilities and equity instruments
Classification as debt or equity

Debt and equity instruments issued by a group entity
are classified as either financial liabilities or as equity
in accordance with the substance of the contractual
arrangements and the definitions of a financial liability and
an equity instrument.

Equity instrument

An equity instrument is any contract that evidences a
residual interest in the assets of the Group after deducting
all of its liabilities. Equity instruments issued by the Group
are recognised at the proceeds received, net of direct
issue costs.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)
Financial liabilities and equity instruments (continued)
Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash payments (including all fees and points paid or
received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts)
through the expected life of the financial liability, or,
where appropriate, a shorter period, to the net carrying
amount on initial recognition.

Interest expense is recognised on an effective interest
basis other than those financial liability classified as
at FVTPL, of which the interest expense is included in
changes in fair value of derivative financial instruments.

Financial liabilities at fair value through profit or loss

Financial liabilities at FVTPL comprise financial liabilities
held for trading.

A financial liability is classified as held for trading if:

° it has been incurred principally for the purpose of
repurchasing in the near term; or

° on initial recognition it is a part of a portfolio of
identified financial instruments that the Group
manages together and has a recent actual pattern of
short-term profit-taking; or

° it is a derivative that is not designated and effective
as a hedging instrument.

Other financial liabilities

Other financial liabilities (including trade, bills and
other payables and unsecured bank borrowings) are
subsequently measured at amortised cost, using the
effective interest method.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)
Financial liabilities and equity instruments (continued)
Derivative financial instruments

Derivatives are initially recognised at fair value at the
date when a derivative contract is entered into and are
subsequently remeasured to their fair value at the end
of the reporting period. The resulting gain or loss is
recognised in profit or loss immediately.

Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially
all the risks and rewards of ownership of the asset to
another entity. If the Group neither transfers nor retains
substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Group
continues to recognise the asset to the extent of its
continuing involvement and recognises an associated
liability. If the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset, the
Group continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds
received.

On derecognition of a financial asset in its entirety, the
difference between the asset’s carrying amount and the
sum of the consideration received and receivable and
the cumulative gain or loss that had been recognised in
other comprehensive income and accumulated in equity is
recognised in profit or loss.

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled
or expired. The difference between the carrying amount
of the financial liability derecognised and the consideration
paid and payable is recognised in profit or loss.

o

_f;ﬁﬁ
NOTES TOTHE CONSOLIDATED FINANCIAL STATEMENTS

e SRR M R

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-—F—mE+ A=t —BLFE

FTESHEE(E)

SRIAE(E)
HBEEERERZTA ()
TEL T A

PTETAEERBRRITETRAANTLBZ AFE
BR - HERBERARAERFEENTE I
B S BRI R IE R R o

B #RR

ERVBEERSRENS OEFNERE - 3§
MBEEEMAERNEBRI SRR R D REET 5
—ERBEK AKELHEBUHERMBEE - HA
SEYREBETARREMAENOERIDER M
E¥k VHEZHCHEREE AAKEEERE
RENEENRERERAIERENNAREA
BERE - - HARBRECHEHRM B EEMAEN
B RER D R B [ 3R - B AN 5% B 4 AR e 58 ok B 7S
BE YHERDWASHFBAREERER -

REUHERBRAMBEER  ZAEERAER
Bl ERARERREMEEEARBL N EE
TRIANRFERABENERERERER -

AEBEEREEERBER - EiHEEmE - 7B
HERM B AR CEHUERRNM B AENERR
BEENRENRERZERNESER -

ANNUAL REPORT 2014 FE#®&

67



NOTESTO THE CONSOUKIDATED FINANCIAL STATEMENTS
e MR RRNE

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-E—ME+-A=1—HLFE

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Share-based payment transactions
Equity-settled share-based payment transactions

The fair value of services received determined by
reference to the fair value of share options granted at the
grant date is expensed on a straight-line basis over the
vesting period, with a corresponding increase in equity
(share options reserve).

At the end of the reporting period, the Group revises its
estimates of the number of options that are expected to
ultimately vest. The impact of the revision of the original
estimates during the vesting period, if any, is recognised
in profit or loss such that the cumulative expense reflects
the revised estimate, with a corresponding adjustment to
share options reserve.

When share options are exercised, the amount previously
recognised in share options reserve will be transferred to
share premium. When the share options are forfeited after
the vesting date or are still not exercised at the expiry
date, the amount previously recognised in share options
reserve will continue to be held in share options reserve.

Leasing

Leases are classified as finance leases whenever the
terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are
classified as operating leases.

The Group as lessee

Operating lease payments are recognised as an expense
on a straight-line basis over the lease term. Benefits
received and receivable as an incentive to enter into an
operating lease are recognised as a reduction of rental
expense over the lease term on a straight-line basis.

Assets held under finance leases are initially recognised
as assets of the Group at their fair value at the inception
of the lease or, if lower, at the present value of the
minimum lease payments. The corresponding liability to
the lessor is included in the consolidated statement of
financial position as a finance lease obligation.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Leasing (continued)
The Group as lessee (continued)

Lease payments are apportioned between finance
expenses and reduction of the lease obligation so as
to achieve a constant rate of interest on the remaining
balance of the liability. Finance expenses are recognised
immediately in profit or loss.

Leasehold land and building

When a lease includes both land and building elements,
the Group assesses the classification of each element as
a finance or an operating lease separately based on the
assessment as to whether substantially all the risks and
rewards incidental to ownership of each element have
been transferred to the Group unless it is clear that both
elements are operating leases in which case the entire
lease is classified as an operating lease. Specifically,
the minimum lease payments (including any lump-sum
upfront payments) are allocated between the land and the
building elements in proportion to the relative fair values
of the leasehold interests in the land element and building
element of the lease at the inception of the lease.

To the extent the allocation of the lease payments can be
made reliably, interest in leasehold land that is accounted
for as an operating lease is presented as “prepaid
lease payments on land use rights” in the consolidated
statement of financial position and is amortised over
the lease term on a straight-line basis. When the lease
payments cannot be allocated reliably between the land
and building elements, the entire lease is generally
classified as a finance lease and accounted for as
property, plant and equipment.
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FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-F-—MFE+-A=1—ALFE

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Taxation

Income tax expense represents the sum of the tax
currently payable and deferred tax.

Current tax

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from ‘profit before taxation’ as
reported in the consolidated statement of profit or loss
and other comprehensive income because it excludes
items of income or expense that are taxable or deductible
in other years and it further excludes items that are never
taxable or deductible. The Group's liability for current tax
is calculated using tax rates that have been enacted or
substantively enacted by the end of the reporting period.

Deferred tax

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities
in the consolidated financial statements and the
corresponding tax base used in the computation of taxable
profit. Deferred tax liabilities are generally recognised for
all taxable temporary differences. Deferred tax assets
are generally recognised for all deductible temporary
difference to the extent that it is probable that taxable
profits will be available against which those deductible
temporary differences can be utilised. Such assets and
liabilities are not recognised if the temporary difference
arises from the initial recognition of assets and liabilities
in a transaction that affects neither the taxable profit nor
the accounting profit.

Deferred tax liabilities are recognised for taxable
temporary differences associated with investments in
subsidiaries, except where the Group is able to control
the reversal of the temporary difference and it is probable
that the temporary difference will not reverse in the
foreseeable future. Deferred tax assets arising from
deductible temporary differences associated with such
investments are only recognised to the extent that it
is probable that there will be sufficient taxable profits
against which to utilise the benefits of the temporary
differences and they are expected to reverse in the
foreseeable future.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Taxation (continued)
Deferred tax (continued)

The carrying amount of deferred tax assets is reviewed at
the end of the reporting period and reduced to the extent
that it is no longer probable that sufficient taxable profits
will be available to allow all or part of the asset to be
recovered.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the period when the
liability is settled or the asset is realised, based on tax rate
(and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount
of its assets and liabilities.

Current and deferred tax for the year

Current and deferred tax is recognised in profit or loss,
except when they relate to items that are recognised in
other comprehensive income or directly in equity, in which
case, the current and deferred tax are also recognised
in other comprehensive income or directly in equity
respectively.

Foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are
recognised at the rates of exchanges prevailing on the
dates of the transactions. At the end of the reporting
period, monetary items denominated in foreign currencies
are retranslated at the rates prevailing at that date. Non-
monetary items that are measured in terms of historical
cost in a foreign currency are not retranslated.
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FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-E—ME+-A=1—HLFE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

Foreign currencies (continued)

Exchange differences arising on the settlement of
monetary items, and on the retranslation of monetary
items, are recognised in profit or loss in the period in
which they arise.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group's
foreign operations are translated into the presentation
currency of the Group (i.e. Hong Kong dollars) using
exchange rates prevailing at the end of each reporting
period. Income and expenses are translated at the average
exchange rates for the year, unless exchange rates
fluctuate significantly during the period, in which case, the
exchange rates prevailing at the dates of transactions are
used. Exchange differences arising, if any, are recognised
in other comprehensive income and accumulated in equity
under the heading of translation reserve.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time
to get ready for their intended use or sale, are added to
the cost of those assets until such time as the assets are
substantially ready for their intended use or sale.

Investment income earned on the temporary investment
of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs
eligible for capitalisation.

All other borrowing costs are recognised in profit or loss
in the period in which they are incurred.

Retirement benefit costs

Payments to the Mandatory Provident Fund Scheme/
state-managed retirement benefit schemes are recognised
as an expense when employees have rendered service
entitling them to the contributions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT‘g

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group's accounting policies,
which are described in note 3, the directors of the
Company are required to make judgements, estimates
and assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other
sources. The estimates and associated assumptions are
based on historical experience and other factors that are
considered to be relevant. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is
revised if the revision affects only that period, or in the
period of the revision and future periods if the revision
affects both current and future periods.

The following are key assumptions concerning the future,
and other key sources of estimation uncertainty at the
end of the reporting period, that have a significant risk of
causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year.

Fair values of derivatives and other financial
instruments

Derivative financial instruments, including foreign
exchange forward contracts, are carried at the end of
the reporting period at fair value as disclosed in note
19. The best evidence of fair value is quoted prices in
an active market. Where quoted prices are not available
for a particular financial instrument, the directors of
the Company use valuation techniques with observable
market inputs to the extent available to estimate the
fair value. The use of methodologies, models and
assumptions in pricing and valuing these financial assets
and liabilities is subjective and requires varying degrees
of judgement by management, which may result in
significantly different fair values and results.

As at 31st December, 2014, the carrying amount of
derivatives financial assets and derivatives financial
liabilities were HK$68,000 (2013: HK$1,173,000) and
HK$48,000 (2013: HK$222,000), respectively.
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FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE _FE-—WFEF_H=+—HIFE

KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Allowance for inventories

In determining the amount of allowance required for
obsolete and slow-moving inventories, the directors of the
Company would evaluate ageing analysis of inventories
and compare the carrying value of inventories to their
respective net realisable values based on latest market
prices and current economic conditions. A considerable
amount of judgement is required in determining such
allowance. If conditions which have an impact on the
net realisable value of inventories deteriorate/improve,
additional allowances/reversal of allowances already made
may be required.

The carrying amount of inventories as at 31st December,
2014 was HK$111,361,000 (net of allowance for
inventories of HK$740,000) (2013: HK$102,296,000, net
of allowance for inventories of HK$744,000).

Allowance for trade receivables

When there is objective evidence of impairment loss,
the directors of the Company take into consideration
the estimation of future cash flows. The amount of the
impairment loss is measured as the difference between
the asset’'s carrying amount and the present value of
estimated future cash flows (excluding future credit losses
that have not been incurred) discounted at the financial
asset's original effective interest rate (i.e. the effective
interest rate computed at initial recognition). Where the
actual future cash flows are less than expected, a material
impairment loss may arise.

The carrying amount of trade receivables as at
31st December, 2014 was HK$201,550,000 (net of
allowance for doubtful debts of HK$907,000) (2013:
HK$201,726,000, net of allowance for doubtful debts of
HK$496,000).
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KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Useful lives of property, plant and equipment

In applying the accounting policy on property, plant and
equipment with respect to depreciation, the directors
of the Company estimate the useful lives of various
categories of property, plant and equipment according to
their experiences over the usage of property, plant and
equipment and also by reference to the relevant industrial
norm. The useful lives of property, plant and equipment
are reviewed annually. If the expectations differ from the
previous estimates, the changes will be accounted for
prospectively as changes in accounting estimates.

The carrying amount of property, plant and equipment as
at 31st December, 2014 was HK$1,371,405,000 (2013:
HK$1,429,963,000).

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in
the Group will be able to continue as a going concern
while maximising the return to shareholders through the
optimisation of the debt and equity balance. The Group's
overall strategy remains unchanged from prior year.

The capital structure of the Group consists of net debt,
which includes the borrowings disclosed in note 22, net
of cash and cash equivalents, and equity attributable to
owners of the Company, comprising issued share capital
and reserves.

The directors of the Company review the capital structure
on a regular basis. As part of this review, the directors
of the Company consider the cost of capital and the
risks associated with each class of capital. Based on
recommendations of the directors of the Company, the
Group will balance its overall capital structure through the
payment of dividends, new share issues and share buy-
backs as well as the issue of new debt or the redemption
of existing debt.
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FOR THE YEAR ENDED 31ST DECEMBER, 2074
BE _FE-—WFEF_H=+—HIFE

6. FINANCIAL INSTRUMENTS 6. T@ITA
(a) Categories of financial instruments (a) €M T EH 2853
2014 2013
HK$’000 HK$' 000
THET AT
Financial assets & E
Derivative financial instruments PBERBEEEZITAE
classified as held for trading E@MIT A 68 1,173
Loans and receivables (including B N EWZKIA
cash and cash equivalents) (BEESEREESEEH) 830,081 459,899
830,149 461,072
Financial liabilities HEEE
Derivative financial instruments PERBEREZNAE
classified as held for trading @ THE 48 222
Amortised cost B R 712,979 826,212
713,027 826,434

(b) Financial risk management objectives and
policies

(b) MBEEMEEBERBE

The Group’'s major financial instruments include
receivables from disposal of a subsidiary, trade and
other receivables, bank balances and cash, derivative
financial instruments, trade, bills and other payables
and unsecured bank borrowings. Details of the
financial instruments are disclosed in respective
notes. The risks associated with these financial
instruments include market risk (foreign currency risk
and interest rate risk), credit risk and liquidity risk.
The policies on how to mitigate these risks are set
out below. The directors of the Company manage
and monitor these exposures to ensure appropriate
measures are implemented on a timely and effective
manner.
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6. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and
policies (continued)

Market risk

Foreign currency risk

(i)

Non-derivative foreign currency monetary assets
and monetary liabilities

A significant portion of the Group’s sales is
denominated in Renminbi (“RMB") and HKD and
significant portion of the Group's purchases is
denominated in RMB and United States dollars
(“USD"). The Group's manufacturing operations
are located in the People’s Republic of China
(the “PRC").

Several subsidiaries of the Group have foreign
currency sales and purchases, which expose
the Group to foreign currency risk. Certain
bank balances, receivables from disposal of a
subsidiary, trade receivables, trade, bills and
other payables and unsecured bank borrowings
are denominated in the foreign currencies of
the relevant group entities. The directors of the
Company monitor foreign exchange exposure
and manage it by entering into certain foreign
exchange forward contracts as set out in note
19.

At the reporting date, the carrying amounts
of the Group’'s monetary assets and monetary
liabilities denominated in currencies other than
the respective functional currencies of the
relevant group entities are as follows:
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Liabilities

=i
2014
HK$’ 000
TER

BE
2013
HK$' 000
TR

2013
HK$' 000
THET

RMB AR
HKD BT
US$ =TT
Macao Patacas (“MOP") JEFI#

230,689
9,825
5,968

164

2,313 6,013
10,149 15,728 126,478
5,399 15,863 298098

451 - -

454
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FOR THE YEAR ENDED 31ST DECEMBER, 2074
BE _FE-—WFEF_H=+—HIFE

6. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and
policies (continued)

Market risk (continued)

Foreign currency risk (continued)

(i)

Non-derivative foreign currency monetary assets
and monetary liabilities (continued)

Foreign currency sensitivity analysis

The following table details the Group's
sensitivity to a 5% increase and decrease
in the functional currencies of the relevant
group entities against the relevant foreign
currencies. Sensitivity rate of 5% represents the
assessment of the directors of the Company
of the reasonably possible change in foreign
exchange rates. The sensitivity analysis includes
only outstanding foreign currency denominated
monetary items and adjusts their translation
at the year end for a 5% change in foreign
currency rates. In the opinion of the directors
of the Company, the foreign currency exposure
in relation to the HKD and USD exchange rate
fluctuation is not significant as HKD is pegged
to USD. For this reason, the sensitivity analysis
below does not reflect this.

The sensitivity analysis below shows the impact
relates to monetary assets or liabilities that are
denominated in RMB, HKD or MOP against the
functional currencies of relevant group entities,
HKD or RMB respectively.
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6. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and
policies (continued)

Market risk (continued)

Foreign currency risk (continued)

(i)

Non-derivative foreign currency monetary assets
and monetary liabilities (continued)

Foreign currency sensitivity analysis (continued)

In relation to monetary assets, where the
functional currency of the relevant group entity
strengthens 5% against the currency in which
the assets are denominated, there would be
a decrease in profit for the year. However,
in relation to monetary liabilities, where the
functional currency of the relevant group entity
strengthens 5% against the currency in which
the liabilities are denominated, there would be
an increase in profit for the year.

o=
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FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-—F—mE+ A=t —BLFE

6. SRIE(E)

(b) MBEMEEBFERBER (2Z)

mEEE ()
SMEER (B

(i) SEPTEINEEKEERERAEB(A)

I B G RRJR 70 HT (4R

REBEEMS  HMABEEERL
DEEEEREEMRMFTEZES
5% MIEEMBHERD - R
REBEREMS  HABEEERZ
DEEEERABERMRAFTEZES
1B5% @ RIFEF B8 M-

A 5% weakening of the functional currency e EM I EL%  KFEEHAANES
would have an equal but opposite impact on the ZEEAHBEEEAR IR -
pre-tax profit for the year.
RMB Impact HKD Impact MOP Impact
ANRE & BRTZEE e g2
2014 2013 2014 2013 2014 2013
HK$'000 HK$' 000 HK$'000 HK$' 000 HK$'000 HKS$ 000
FTHER FHET FHxT FH&IT Frx FH&IT
(Decrease) FE Ofd)
increase N
in profit (11,234) (93) 295 5,816 (8) (23)

In the opinion of the directors of the Company,
the sensitivity analysis is unrepresentative of
the inherent foreign exchange risk as the year
end exposure does not reflect the exposure
during the year.
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e MR RRNE

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE _FE-—WFEF_H=+—HIFE

6. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and
policies (continued)

Market risk (continued)
Foreign currency risk (continued)
(i) Foreign exchange forward contracts

During the year, the Group has entered into
several foreign exchange forward contracts with
banks, details are disclosed in note 19. These
derivatives are not accounted for under hedge
accounting. The Group's foreign exchange
forward contracts exposed the Group to foreign
currency risk.

The directors of the Company consider that the
exposure of HKD against USD is limited as HKD
is pegged to USD.

The sensitivity analysis below has been
determined based on the exposure to the
Group's forward exchange rate risk for contracts
of RMB against USD at the reporting date.

If the forward exchange rate of RMB against
USD had been 5% higher/lower while all other
input variables of the valuation models were
held constant, the Group's profit for the year
would decrease/increase by HK$440,000/
HK$76,000 (2013: increase by HK$30,000/
HK$34,000).

In the opinion of the directors of the Company,
the above sensitivity analysis is unrepresentative
of the inherent foreign exchange risk as the year
end exposure does not reflect the exposure
during the year. Details of the terms of the
leveraged foreign exchange forward contracts
are set out in note 19.
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6. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and

policies (continued)
Market risk (continued)
Interest rate risk

The Group is exposed to cash flow interest rate risk
in relation to variable-rate bank borrowings (see note
22 for details of these borrowings), bank balances
and deposits. The directors consider that the interest
rate risk on bank balances and deposits are minimal,
accordingly, no sensitivity analysis is performed.

The Group's exposures to interest rates on financial
liabilities are detailed in the liquidity risk section of
this note. The Group cash flow interest rate risk is
mainly concentrated on the fluctuation of Hong Kong
Interbank Offered Rate (“HIBOR"), London Interbank
Offered Rate (“LIBOR"), prevailing interest rates
offered by the People's Bank of China (“PBOC")
and prime rate arising from the Group’'s borrowings
denominated in HKD and RMB respectively.

Interest rate sensitivity analysis

The sensitivity analysis has been determined based
on the exposure to interest rates for non-derivatives
instruments. The analysis is prepared assuming the
financial instruments outstanding at the end of the
reporting period were outstanding for the whole year.
Increase or decrease in a 50 basis point represents
the assessment of the directors of the Company of
the reasonably possible change in interest rates. For
the Group’s exposure to interest rates on its variable-
rate bank borrowings, if interest rates had been
50 basis points higher/lower and all other variables
were held constant, the Group's pre-tax profit for the
year ended 31st December, 2014 would decrease/
increase by HK$2,592,000 (2013: HK$3,228,000).

In the opinion of the directors of the Company, the
sensitivity analysis is unrepresentative of the interest
rate risk as the year end exposure does not reflect
the exposure during the year.
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FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE _FE-—WFEF_H=+—HIFE

6. FINANCIAL INSTRUMENTS (continued) 6. EWMITH(E)
(b) Financial risk management objectives and (b) IRBEREERERRE (&)

policies (continued)
Credit risk EEmE
As at 31st December, 2014, the Group's maximum R-BE—NME+-_F=+—HB AEERY
exposure to credit risk which will cause a financial FREBTETEKRAEEVKIBLmMEA
loss to the Group due to failure to discharge an HemmEERR  THRBRERE MBI
obligation by the counterparties is arising from KRB EERVBEECREE -

the carrying amount of the respective recognised
financial assets as stated in the consolidated
statement of financial position.

In order to minimise the credit risk, the directors of ABEREREEERE  ARARNEEERR—
the Company has delegated a team responsible for HABEBEBIFIEERE FESHEREM
determination of credit limits, credit approvals and BEVRREFr o DAE(R BB R #E 45 B UK 3] 360 HE R
other monitoring procedures to ensure that follow-up NzEE I REREHKR KEFES
action is taken to recover overdue debts. In addition, TEEEEANESEBE AT KE S5 0 g
the Group reviews the recoverable amount of each RU|AAWESEMEL 2 BEEBEE R
individual trade debt at the end of the reporting WMot sE AR EERAAEBEZE
period to ensure that adequate impairment losses are ERERE KNEMRIE -

made for irrecoverable amounts. In this regard, the
directors of the Company consider that the Group's
credit risk is significantly reduced.

The credit risk on liquid funds is limited because HRRSGEBEHAEBEREETRELETS
the counterparties are banks with high credit ratings SEEFRZRT MAHESZEERR
assigned by international credit-rating agencies. BR o

Other than concentration of credit risk on liquid funds BRI ESTERNNESEETRZHX
which are deposited with several banks with high RITAFS R ZEERBREFIN  KEBEIW
credit ratings, the Group does not have significant BEAERZEERR - EHEKKIES R
concentration of credit risk. Trade receivables consist AERF  WEMTRITHENURME -

of a large number of customers, spread across
diverse industries and geographical areas.

82 HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHE



P
NOTESTOTHE CONSOLIDATED FINANCIAL STATEMENTS

6. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and

policies (continued)
Liquidity risk

In the management of the liquidity risk, the Group
monitors and maintains a level of cash and cash
equivalents deemed adequate by the management
to finance the Group's operations and mitigate
the effects of fluctuations in cash flows. The
management monitors the utilisation of bank
borrowings and ensures compliance with loan
covenants.

The Group relies on bank borrowings as a significant
source of liquidity. As at 31st December, 2014,
the Group has available undrawn borrowing
facilities of approximately HK$116,740,000 (2013:
HK$205,766,000). The Group monitors its current and
expected liquidity requirements regularly, ensuring
sufficient liquid cash and adequate committed lines
of funding from reputable financial institutions to
meet the Group's liquidity requirements in the short
and long term.

The following table details the Group's remaining
contractual maturity for its financial liabilities. For
non-derivative financial liabilities, the table has been
drawn up based on the undiscounted cash flows
of financial liabilities based on the earliest date on
which the Group can be required to pay. Specifically,
bank borrowings with a repayment on demand clause
are included in the earliest time band regardless of
the probability of the banks choosing to exercise their
rights. The maturity dates for other non-derivative
financial liabilities are based on the agreed repayment
dates. The table includes both interest and principal
cash flows.
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FOR THE YEAR ENDED 31ST DECEMBER, 2074
BE _FE-—WFEF_H=+—HIFE

6. FINANCIAL INSTRUMENTS (continued) 6. €I A (E)
(b) Financial risk management objectives and (b) BIEREEREREE (&)
policies (continued)
Liquidity risk (continued) REBELEE (&
Liquidity and interest risk tables HEE R FIE K
Weighted On
average demand or Total
effective  less than 13 3 months undiscounted  Carrying
interestrate  1month  month(s) to1year 1-2years) 2-5years cashflows  amount
mE¥Yy  REXZ  -fAE  =fEA ARRE
ERAiZE  -EAR A E-F -FERE RMERDE  REAE  RER
%  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TR  TEn TR TEn TR TEx  TiEx
2014 Z2-QF
Non-derivative financial FEnBAR
liabilities
Trade, bills and other payables 25 RERAMENTE - 188 - 5,939 - - 194660 194,660
Unsecured bank borrowings BERROEE
- variable rate -38 35 50,706 180,848 18,742 190,276 36,221 536,793 518,319
239421 180,848 84,681 190,276 36,221 731453 712979
Weighted On
average  demand or Total
effective  less than 1-3  3months undiscounted  Carrying
interestrate ~~ Tmonth ~ month(s)  to1year 1-2yearls) 2-5years cash flows amount
mEFYy  BEX®  -EAE =R ARRE
ERHE AR ZEA E-5 -EERE REELE  REAE REA
%  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
Tin  féxr  TEx  TEx  FEx TEn TER
2013 Z5-zf
Non-derivative financial FEnBaR
liabilities
Trade, bills and other payables 85 RERAMENTE - 180,592 - - - - 180592 180,592
Unsecured bank borrowings BERRAEE
- variable rate -i38 37 32,881 145,002 188,673 183,640 124519 674,715 645,620
23473 145002 188,673 183640 124519 855307 826212
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N NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

6. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and

policies (continued)
Liquidity risk (continued)

Bank loans with a repayment on demand clause are
included in the “on demand or less than 1 month”
time band in the above maturity analysis. As at
31st December, 2014, the aggregate undiscounted
principal amounts of these bank loans amounted to
HK$10,000,000 (2013: HK$10,000,000). Taking into
account the Group’s financial position, the directors

e SRR M R

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-—F—mE+ A=t —BLFE

6. SRIE(E)

(b) MBEMEEBFERBER (2Z)

REELEE (&)

BEAEREREREGRRZBTERDR
ALBBIBBEDM T HRERK—EA
WIBHE - R —F—mMFE+—_A=+—8"
ZERTEFNEIERTRARSLER
10,000,000% 7t (=& — =4 : 10,000,000
BIL) c RERASEMBARIR  EFH
ERITEAETEEATERNFERZH

do not believe that it is probable that the banks IHRERF o

will exercise their discretionary rights to demand

immediate repayment.

For the purpose of managing liquidity risk, the BEBERESESRE  BEERETNRASH

management reviews the expected cash flow
information of the Group's bank loans with a

BHEAZEETERDRNEESAIBERER
BEGERZAEBRTERNAFTRER

repayment on demand clause based on the EERETRE
scheduled repayment dates set out in the agreement
as set out in the table below:
On
demand or Total
less than undiscounted Carrying
1 month cash flows amount
RERY KTEFRE
—fEBRAR RERHE BREE
HK$’ 000 HK$’ 000 HK$’ 000
TER FERT FET
2014 —E-—mE
Bank borrowings with a B AR ERER
repayment on demand clause &R ZRITEE 10,013 10,013 10,000
2013 —E—=
Bank borrowings with a BEAEREREES
repayment on demand clause &R ZRITEE 10,012 10,012 10,000

The amounts included above for variable interest rate
instruments for non-derivative financial liabilities are
subject to change if changes in variable interest rates
differ to those estimates of interest rates determined
at the end of the reporting period.

WEBHERRER K2 BB TRANE &
FE 2 M Et - B LA £ B 60T Bt 7 8
FHHETANSBAFLET -
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NOTESTO THE CONSOUKIDATED FINANCIAL STATEMENTS
e MR RRNE

FOR THE YEAR ENDED 31ST DECEMBER, 2074
BE _FE-—WFEF_H=+—HIFE

6. FINANCIAL INSTRUMENTS (continued) 6. SMIE(E)

(c) Fair value NEE

(c)
The fair values of financial assets and financial VEEERMBABZATEEENT !
liabilities are determined as follows:

MEEBENZATFEDREELER
ERBA K JE M PTR 2 R B E R R
PR R 2 Z B HARTTH -

o Foreign currency forward contracts are .
measured on a recurring basis using quoted
forward exchange rates and yield curves derived
from quoted interest rates matching maturities
of the contracts.

HMPBEERMBAGB(TEELEX
Prii®E) 2 R FEDRETEHEEERE
BEEMINTRBASREDTIRE
2 EBEAMEE °

e The fair values of other financial assets and °
financial liabilities (excluding those described
above) are determined on a recurring basis in
accordance with generally accepted pricing
models based on discounted cash flow analysis.

EERA/EA NI MK A DA 85 A L8

The directors consider that the carrying amounts

of financial assets and financial liabilities recorded
at amortised cost in the consolidated financial
statements approximate their fair values.

Financial instruments that are measured subsequent
to initial recognition at fair value, based on the degree
to which the fair value is observable, were grouped
into Levels 1 to 3 as set out in the accounting policy
in note 3.

Derivative financial instruments are measured
subsequent to initial recognition at fair value, grouped
into Level 2.
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NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS

6. FINANCIAL INSTRUMENTS (continued)

(c) Fair value (continued)

Fair value measurements of financial instruments

This note provides information about how the Group
determines fair values of various financial assets and
financial liabilities.

Fair value of the Group’s financial assets and
financial liabilities that are measured at fair value on
a recurring basis

Some of the Group’s financial assets and financial
liabilities are measured at fair value at the end of
each reporting period. The following table gives
information about how the fair values of these
financial assets and financial liabilities are determined
(in particular, the valuation technique and inputs
used).

e SRR M R

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-F-—MFE+=A=t—HULFE
6. SRIE(E)
(c) AEE(E)
SBITAZAFEHE
AMBRESHAEEE TS ENBEE
R SAEATEN T ENER -

REBFULE MR EZ N FEGTENTE
BERMBR BN A FE

AEBNBOVKEERMBABIRNE
BEMRZAFETE - TR BBUEF
MBEEERVMBABRAFENEET AN
Bf (LERMERMBERM LB ARE) -

Financial assets/ Fair value as Fair value Valuation technique
financial liabilities at 31/12/2014 hierarchy and key inputs
R-ZZ-IF
+=R=+-H
HBEEE/ HEAE NATE AFERS REZMREIERAYE
Foreign currency forward Assets - Level 2 Discounted cash flow. Future
contracts classified as HK$68,000; and -8 cash flows are estimated based
derivative financial Liabilities - on forward exchange rates
instruments in the HK$48,000 (from observable forward
consolidated statement of BE- exchange rates at the end of
financial position 68,000/ 7T & the reporting period) and
RiZa B BRARSER BfE- contracted forward rates,
fTESRMIAYZ 48,0007 7T discounted at a rate that
SERHEH reflects the credit risk of various

counterparties.
FRRLR - REEHI
EX(RBEHRTBERNEH
INER) REFTHIEE B R R
fhEt RRBE &R - WERA—E
AR EHFEERRS
LEREZHR -
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NOTESTO THE CONSOUKIDATED FINANCIAL STATEMENTS
e MR RRNE

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE _FE-—WFEF_H=+—HIFE

6. FINANCIAL INSTRUMENTS (continued) 6. EWMIAE(E)
(c) Fair value (continued) (c) AFEGE)
Fair value measurements of financial instruments @ TAZ R FEE (F)
(continued)
Fair value of the Group’s financial assets and KREB A= B EIZ N F B E R

financial liabilities that are measured at fair value on
a recurring basis (continued)

BEERYFRENLFE(F)

Financial assets/ Fair value as Fair value Valuation technique
financial liabilities at 31/12/2013 hierarchy and key inputs
R=B-=F%
+=ZA=+-H
HEEE/HEEE HA¥E AFERH HERNREERALE
1) Foreign currency forward Assets — Level 2 Discounted cash flow. Future
contracts classified as HK$757,000; and F-H cash flows are estimated based
derivative financial Liabilities - on forward exchange rates
instruments in the HK$191,000 (from observable forward
consolidated statement BE- exchange rates at the end of
of financial position 757,000 7T & the reporting period) and
REERBRARIER BE- contracted forward rates,
fTESRMTAZINERSY 191,000 7T discounted at a rate that
A8 reflects the credit risk of
various counterparties.
FRASN - BEERBHINER
(RBEHRTERHERBINE
%) REFTAME B ER
mERRRLR  WHEA—E
EARBEHFEERRN
L& 2R o
2)  Interest rate swaps Assets - Level 2 Discounted cash flow. Future
classified as derivative HK$416,000; and F-H cash flows are estimated based
financial instruments in Liabilities — on forward interest rates
the consolidated statement HK$31,000 (from observable yield curves
of financial position BE- at the end of the reporting
RZEHMBERRRDEA 416,000 7T+ & period) and contracted interest
MTESBTAZFEEH BE- rates, discounted at a rate that
31,0008 7T reflects the credit risk of various

There were no transfers between Level 1 and 2 in

the period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REVENUE AND SEGMENT INFORMATION
Revenue

Revenue represents the gross proceeds received and
receivable on the sale of goods during the year, net of
discounts and sales related tax.

Segment information

The Group's operations are organised based on the
differences in products. Information reported to the
executive directors of the Company, being the chief
operating decision maker (“CODM?"), for the purpose
of resource allocation and assessment of segment
performance is analysed based on the difference in
products. No operating segments identified by CODM
have been aggregated in arriving at the reportable
segments of the Group.

Specifically, 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

Information regarding the above segments is reported
below.

7.

e SRR M

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-—F—mE+ A=t —BLFE

W 55 & 2 &R &

iy #=

WHEFNHEEmMBRIT N R EEREREAR
BN e P IS SRR AR

AEBZEZBDBRIFABHNERS D - LERD
REEFEDHRBEMRNARRNTES (2L
L&ﬁ%)1?&2&#4)3&7H%ﬁ”§u%9$ﬁ°
AEBZA2HROHM UEKETRLERRED
E&%E'Jﬁﬁi&“%ﬁ‘ﬁli BE®-

LEEM = $‘$IZT£$&&%&“ BRI D R
K 35

ﬁ:“#‘lﬂﬂ
HHTF]J

o MR -RBTARTE

s RBFBE-RFHARIAE
BRLAEDBMZEHMZ2HERTX
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NOTES TO THE CONSQUKIDATED FINANCIAL STATEMENTS
e MR RRNE

FOR THE YEAR ENDED 31ST DECEMBER, 2014
HE—F—MF+ZA=1T—HIFE

7. REVENUE AND SEGMENT INFORMATION 7. WaRkoBER(E)

(continued)
Segment information (continued) DEE R (&)
The following is an analysis of the Group’'s revenue and UTNARKERA2®MDEE D 7 REF U &
results by operating and reportable segment: EEDHNT
Segment revenues and results D EM R EE
For the year ended 31st December, 2014 HE_Z-—NF+-_A=1+—BIFE
Corrugated Segment
Containerboard Packaging total Eliminations Consolidated
B Jg; 2k ko Ff | g
HK$' 000 HK$' 000 HK$' 000 HK$'000 HK$'000
TER TER TEx TiEn TiERx
REVENUE
External sales HiMHE 291,621 805,481 1,097,102 - 1,097,102
Inter-segment sales PHEHE 616,026 - 616,026 (616,026) -
Total @it 907,647 805,481 1,713,128 (616,026) 1,097,102
RESULT 4
Segment profit 7 EHF 26,876 9,211 36,087 - 36,087
Finance costs BB (21,499)
Changes in fair value of derivative ~ $T£ &I &
financial instruments AFEZEE 147
Sub-total It 14,735
Gain on disposal of a subsidiary HERB ARz WS 378,802
Profit before taxation A 393,537

90 HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHE



« 7 -

|

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REVENUE AND SEGMENT INFORMATION
(continued)

Segment information (continued)
Segment revenues and results (continued)

For the year ended 31st December, 2013

e SRR M

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-—F—mE+ A=t —BLFE

Wk o EHER (E)

DEWER (F)
e ES XC Y

BE_ZT—=F+-A=+—HILFE

Corrugated Segment
Containerboard Packaging total Eliminations Consolidated
R LpBE D@ i &h
HK$' 000 HK$'000 HK$'000 HK$'000 HK$'000
TAR TET TEx TAT TEx
REVENUE g
External sales HIMEE 186,790 839,833 1,026,623 = 1,026,623
Inter-segment sales PHEHE 677,073 485 677,558 (677,558) -
Total at 863,863 840,318 1,704,181 (677,558) 1,026,623
RESULT Ed
Segment profit AEHE 20,291 10,201 30,492 - 30,492
Finance costs BBMA (24,737)
Changes in fair value of derivative {74 4RI A
financial instruments AFECES 4329
Profit before taxation A 10,084

The accounting policies adopted in preparing the
reportable segment information are the same as the
Group’s accounting policies described in note 3.

Segment profit represents the profit earned by each
segment without allocation of finance costs, gain on
disposal of a subsidiary and changes in fair value of
derivative financial instruments. This is the measure
reported to the CODM for the purposes of resources
allocation and performance assessment.

Inter-segment sales are charged at prevailing market
rates.

No revenue from any single customer during the year
contributed over 10% of the total revenue of the Group
for both years.

REA MO FERFRAZ S BUOR RN ES
Pz AR B R BRAER ©

DEFBER KRR D AR TS - BERD KM
BRA HEMNBARZKERITESBRTAR
FEZES - 1)/ EE IR &G R I M ER
MEIBLBRREZT L

o

W

DEEEEN2RBITME

=

i

it

RAEFEAN AERIME-FFPRFAZWE
BREBASE K BEEI0%
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NOTES TO THE CONSQMDATED FINANCIAL STATEMENTS
e MR RRNE

FOR THE YEAR ENDED 31ST DECEMBER, 2074
BE _FE-—WFEF_H=+—HIFE

7. REVENUE AND SEGMENT INFORMATION 7. WERkoBER(Z)

(continued)
Segment information (continued) DEE R (&)
Other segment information B 5 2&EH
For the year ended 31st December, 2014 HE-_Z-—NF+-_A=1+—BItFE
Amounts included in the measure of segment profit: HESHFEERIE SR
Corrugated
Containerboard Packaging Total
5 R AR B BEt
HK$' 000 HK$’000 HK$’ 000
FHET FAER FHERT
Interest income A B U A 6,036 978 7,014
Release of prepaid lease BBl + b {5 R
payments on land use rights B ENKIA 364 261 625
Depreciation e 61,800 17,340 79,140
For the year ended 31st December, 2013 HE-_Z—=F+-_A=+—HLFE
Amounts included in the measure of segment profit: HESHFERAE 2SR
Corrugated
Containerboard Packaging Total
FE R AR RSB @t
HK$' 000 HK$' 000 HK$' 000
FHET FH&T FAT
Interest income PSRN 2,593 975 3,568
Release of prepaid lease B [ £ Hb {5 F 4
payments on land use rights A ERIE 363 261 624
Depreciation e 59,655 19,537 79,192
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e SRR M

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-—F—mE+ A=t —BLFE

REVENUE AND SEGMENT INFORMATION 7. WERoBER(E)
(continued)
Segment information (continued) DEER (E)
Geographical information B E
The following table set out information about (i) the TRENEBOAEBRIRERINENEH 2
Group's revenue from external customers by location of IR BEFPNHRINVAEBIREEMEMEEI D 2
delivery destination of the goods and (ii) the Group's non- ERFEEZER -
current assets by location of assets:
Revenue from
external customers Non-current assets
HREF = FRBEE
2014 2013 2014 2013
HK$’ 000 HK$’ 000 HK$’ 000 HK$" 000
FHERT TAT FERT FAT
PRC i 1,097,102 1,026,623 1,384,596 1,448,530
Hong Kong BB - - 230,596 2,203
Macau JEPY - - 1,965 2,117
1,097,102 1,026,623 1,617,157 1,452,850
Segment assets and liabilities SHEEREE

The measure of the segment reporting of the Group
reported to the CODM for the purpose of resources
allocation and performance assessment does not include
any assets and liabilities. Accordingly, no segment assets
and liabilities are presented.

AEREIZEERREFERIERRRFGEZ
RzAEEDHERLEAATFNEERAE
At - YEZSNDHEERARE -
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NOTES TO THE CONSQKIDATED FINANCIAL STATEMENTS

e M BERRHE

FOR THE YEAR ENDED 31ST DECEMBER, 2014
HE—F—MF+ZA=1T—HIFE

8. OTHER INCOME 8. Hfu A
2014 2013
HK$’000 HK$' 000
FHERT FET
Other income includes: Ha W A B4 -
Exchange gain, net I Ik aFE - 588
Gain on disposal of property, LEME  BEMEZE
plant and equipment g 43 =
Interest income R B U A 7,014 3,568
Scrap sales BEmHE 663 580
Service income BR 7S WA 7,541 6,881
Sundry income HIEIRA 627 1,049
15,888 12,666
9. FINANCE COSTS 9. BIEERA
2014 2013
HK$’000 HK$' 000
FHERT FET
Interest on bank borrowings wholly ARAFREM ZRITE
repayable within five years BZFE 21,499 24,737
10. INCOME TAX EXPENSE 10. FREBIMAX
2014 2013
HK$’000 HK$' 000
FHERT FET
Current tax: BOEARRIE :
Hong Kong Profits Tax BEANEH 755 854
PRC Enterprise Income Tax R EMER 1,126 972
1,881 1,826
Deferred tax (note 24) RIERIE (M 524) 2,484 2,360
4,365 4,186
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10. INCOME TAX EXPENSE (continued)

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

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

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

e SRR M R

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-—F—mE+ A=t —BLFE

10. FREHAX (&)

EAFNBRIEMEFEMHTERHABZ
16.5%=t & -

REEE D MBI A KB RERPISHITTHRER
BE R R AR M AL 2 B PI I B 2 B BT BREX AR 4%
RFIRRITTER R BE AR - B0 FIBH AR S
BPIF R (B AR AE Z12%80) < ttoh - &
REBEERR BAIAKEZIYFBEITRFER
REEE S 2 T E M RDERER ABUATIR -

RETECEMABHRE((EEMERE]) kX
FSTEERGD B —TZNF—-—A—Hi -
PR B LR ZHER25% °

January, 2008 onwards.

FERBAXHEGABRR MEME2EBKERHAR
BATHE 2 SRR T

The tax charge for the year can be reconciled to the profit
before taxation per the consolidated statement of profit or
loss and other comprehensive income as follows:

2014 2013
HK$’000 HK$' 000
FHERT FH&T
Profit before taxation 5 5 ) 393,537 10,084
Tax at Hong Kong Profits Tax rate BEBEFEREI166% (2T — =4
of 16.5% (2013:16.5%) 16.5%) 5t 8 2 B 18 64,934 1,664
Tax effect of income not taxable BAFRHBAZHEZE
for tax purpose (64,789) (2,289)
Tax effect of expenses not AR MBS 2 g2
deductible for tax purpose 2,896 2,424
Tax effect of tax losses not FRIARERBRIEEEZ
recognised MG E 7 =
Utilisation of tax losses previously FREABRZBIEER
not recognized (9) =
Effect of tax different tax rate of FREMNEARMEIRZEE
PRC subsidiaries 1,060 1,647
Effect of tax exemption granted to R B AR EREH B2 EE
Macau subsidiaries (734) (371)
Tax effect of undistributed earnings PRI B AR RDIREFZ
of PRC subsidiaries (note 24) B 8 (M3k24) 920 833
Others HAb 16 278
Tax charge for the year FEMBEXH 4,365 4,186
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NOTESTO THE CONSOUKIDATED FINANCIAL STATEMENTS
e MR RRNE

FOR THE YEAR ENDED 31ST DECEMBER, 2074
BE _FE-—WFEF_H=+—HIFE

11. PROFIT FOR THE YEAR, ATTRIBUTABLE TO M. ZRREEABEFEFRE

OWNERS OF THE COMPANY

2014 2013
HK$’000 HK$' 000
FHERT FH&T
Profit for the year, attributable to ARAREB ARMEEFHE
owners of the Company, Bk (G A) T3 &8 :
has been arrived at after charging
(crediting):
Auditor's remuneration Z AN & 1,600 1,600
Allowance for inventories GFEREGIATHEERAS] R
(included in "cost of sales” [EREAZ 2FEKA])
and "cost of inventories
recognised as expenses”) - 145
Cost of inventories recognised as ERAAI 2 FERAR
expenses 913,496 853,037
Depreciation of property, plant and Y - BE K&
equipment i
— Included in “cost of sales” — R ATSHER A 73,190 72,675
— Included in “other expenses” —FrATEMRE ] 5,950 6,517
79,140 79,192
Release of prepaid lease payments on %[0 + #h {F A #E FE + F & 7108
land use rights 625 624
Exchange losses, net FE N B9 - 5 2,600 =
Loss on disposal of property, LEME  BEREEEE
plant and equipment - 712
Provision for (reversal of) impairment & 2 B KRIE 2 B EE B EE
losses on trade receivables CREEERE) GFATEMRAZ ]
(included in "other expenses”) 414 (804)
Operating lease rental for warehouse EBELPAZZKLEHERS
and office premises 561 511
Staff costs BIKA
Directors’ emoluments (note 12) B (FFsE12) 51,947 9,784
Other staff HEMmBET
— salaries and other allowances — & REMER 77,103 72,180
- retirement benefit scheme —RIRE A E B R
contributions 6,067 4,959
- share-based payments — UM FzEH 199 195
135,316 87,118
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

12. DIRECTORS’ AND CHIEF EXECUTIVE'S

EMOLUMENTS AND EMPLOYEES’

EMOLUMENTS

Directors

-

e SRR M

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-—F—mF A=t —HLFE

12. EBRTETHAEHE RIESH M

EE

Other emoluments

HitA &
Retirement

Salaries benefit Share-
and other scheme based 2014
Fees benefits Bonus contributions payments Total

Fek RIKER DY)
e Hi R A SRR Xfzxi okl
HK$' 000 HK$'000 HK$' 000 HK$'000 HK$'000 HK$' 000
TER Tl TER TER Tl TER
Mr. Hui Sum Kwok FRE L& - 2,293 13,333 18 1,174 16,818
Mr. Hui Sum Ping FRTRE - 2,293 13,333 18 1,174 16,818
Mr. Hui Sum Tai TREEE - 2,020 13,333 18 1,174 16,545
Ms. Hui Yuen Li EROFI e - 715 100 18 185 1,018
Mr. Chee Man Sang, Eric R4 LAE 140 - - - 124 264
Mr. Yip Kwok Kwan ZEYELE 140 - - - 80 220
Mr. Wong Chu Leung BRRLE 140 - - - 124 264
420 7,321 40,099 72 4,035 51,947

Other emoluments
Hit#&
Retirement

Salaries benefit Share-
and other scheme based 2013
Fees benefits Bonus  contributions payments Total

Hek RIKEH PARR 5
e H A7 T4 SEMR MzXH Fk]
HK$' 000 HK$' 000 HK$'000 HK$' 000 HK$' 000 HK$' 000
TAT THT FiEx THT T THT
Mr. Hui Sum Kwok HRBEAE = 2,293 = 15 571 2,879
Mr. Hui Sum Ping FRTRE - 2,293 - 15 571 2,879
Mr. Hui Sum Tai FRERE - 2,020 - 15 571 2,606
Ms. Hui Yuen Li ERCFE e — 715 - 15 90 820
Mr. Chee Man Sang, Eric R4 &4 140 = = = 60 200
Mr. Yip Kwok Kwan EEHELE 140 = = = 60 200
Mr. Wong Chu Leung BHRLE 140 = = = 60 200
420 7,321 - 60 1,983 9,784
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e MR RRNE

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE _FE-—WFEF_H=+—HIFE

12.

13.

DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS AND EMPLOYEES’
EMOLUMENTS (continued)

Directors (continued)

Mr. Hui Sum Tai is also the Chief Executive of the
Company and his emoluments disclosed above include
those for services rendered by him as the Chief Executive.

During the year, no emoluments were paid by the Group
to these directors as an inducement to join or upon joining
the Group or as compensation for loss of office and no
director had waived any emoluments.

Employees

Of the five individuals with the highest emoluments in the
Group, four (2013: four) were directors of the Company
whose emoluments are set out above. The emoluments
of the remaining individual for the year ended 31st
December, 2014 amounted to HK$885,000 (2013:
HK$883,000), representing salaries and other benefits of
HK$564,000 (2013: HK$500,000), bonus of HK$316,000
(2013: HK$379,000) and retirement benefits scheme
contributions of HK$5,000 (2013: HK$4,000), for his/her
service rendered to the Group.

Bonuses to directors and employees were determined
based on the financial performance of the Group for the
years ended 31st December, 2014 and 31st December,
2013.

DIVIDENDS

The final dividend of 1.50 HK cents (2013: nil) per
ordinary share amounting to HK$10,925,000 (2013: nil)
in respect of the year ended 31st December, 2014 has
been proposed by the Directors and is subject to approval
by the shareholders of the Company in the forthcoming
annual general meeting.
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13.
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ARBEENRBARBEIETHAER - R EXF
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BEEMASESEMARNEEZ BB HE/
HEtRmES  TREEFTHEREAME -

=]

AEBRNUERFMA LS Hbmy (ZF
—ZF M) BARRIEBEZ  BEZFHER
EX&EY -HE_ZT-—NFE+_A=Z+—RHLHF
E # T —fALTZ8HE /8850008 (=%
—=% : 883,000 ) ' BREMXBEEAEBEIRME
RIGFT=HR 2 %< REAER564,0008 T (ZF
— =4 : 500,000/ ) * f£41316,000% T (=&
— =% : 379,000/ 7T ) KR K& A 5T E] 4 57(5,000
BIL(ZE—=%F : 4,00087T) °

EEREEZIANZEEEZE_ZT—NF+=-A
=t+—BERZE—=F+-_A=Z+—HLEFEXK
SEZUBERRETE -
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EEERENEBEE-_ZE—NF+=-_A=+—H1
FEZRAHEBRESFHREBRIOBL(ZE—=
Fm|) A H%410,925,0008 T (ZE—=

/) MAGAATRRENEERRBEFAE® L
BER  FAIEE -




14. EARNINGS PER SHARE

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

the following data:

FORTHE YEAR ENDED 31ST DECEMBER, 2014
BZE—FE—mFE+ZH=1T—HIFE

14. BRER

B

e SRR M

ARARA AEAE G RERREERF THRAT

NOTESTOTHE CONSOLIDATED‘- FINANCIAL STATEMENTS

2014 2013
HK$’ 000 HK$" 000
FHET FHIT
Earnings &2
Earnings for the purposes of basic and FTHEEBREARNRESZRF 2 EF)
diluted earnings per share 389,172 5,898
2014 2013
Number of shares BRHEE
Weighted average number of ordinary stEERELRZEF Z
shares for the purpose of basic L AR N T 8
earnings per share 724,686,539 724,386,000
Effect of dilutive potential ordinary MEERER A ETES
shares in respect of share options TaRkowe 10,931,187 172,406
Weighted average number of ordinary st ESFKREEEF 2
shares for the purpose of diluted 55 AR N 15 2K
earnings per share 735,617,726 724,558,406
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NOTES TO THE CONSQUKIDATED FINANCIAL STATEMENTS

e MR RRNE

FOR THE YEAR ENDED 31ST DECEMBER, 2014
HE—F—MF+ZA=1T—HIFE

~

15. PROPERTY, PLANT AND EQUIPMENT

15. ¥ - BERRE

Furniture, Plant,
Factory Leasehold fixtures machinery
premises and and Leasehold and office and Motor  Construction
in the PRC buildings ~ improvements equipment equipment vehicles in progress Total
HELH RENE Bl 48 HE #8
HERE Ji¢ =2 $6  RELERA T it kBIR it
HKS'000 HKS'000 HKS'000 HK$' 000 HKS' 000 HKS'000 HKS'000 HK$' 000
Thn T Thn Tin Tén Thn Thn Tin
cosT s
At 1st January, 2013 ZF-=£-f-H 504,745 4,604 4759 16,005 1212416 12417 35,467 1,893,269
Exchange adjustments LS 8854 31 530 152 21,146 108 678 31,499
Additions 5 - - 2,266 452 18,756 14 64,772 86,360
Transfer B - - - - 66,161 = (66,161) =
Disposals if - - - - (1,657) (291) - 1,948)
At 31st December, 2013 ZE-ZF+ZF=t-H 51359 4,65 50,391 16,609 1,376,822 12,348 34,756 2,009,180
Exchange adjustments B BE (2989) (10] (193] (64 (7,663) 3) (220) (11,165)
Additions R = - 1,364 403 35,670 1,070 - 38,507
Transfer g% - - - - 34,636 - (34,536) =
Disposals e - - - 72 (1,816) (1,320 - (3,208)
Derecognised on disposal of {1 EHIE A 7%

a subsidiary b=t (18,899) (1,887) = = = = - 20,786)
At31st December, 2014 ZE-METZAZT-B 491711 2,758 51,562 16,886 1,437,549 12,062 - 2012528
DEPRECIATION g
At 1st January, 2013 ZF-=£-f-H 115,406 1428 41,157 9,802 317417 9,644 - 494,854
Exchange adjustments LS 1914 9 439 70 3765 79 = 6,276
Provided for the year FEEE 20401 185 3,051 1,291 53,336 98 S 79,192
Eliminated on disposals ~ HEBHH - - - - (819) (286) - (1,108)
At 31st December, 2013 ZE-ZEFZA=+-R 13772 1,622 44,647 11,163 313,699 10,365 - 579,217
Exchange adjustments B BE (685 3 (158 (25 (1,361) (27 - (2,256)
Provided for the year EEEG 20,405 188 2,656 1,137 53,891 865 - 79,140
Eliminated on disposals ~ HiEBHH - - - 3) (1,590) (1,195) - (2821)
Eliminated on disposal o~ HEHBER AR

a subsidiary i (11,281) (876) - = = = - (12,157)
At31st December, 2014 ZE-WETZAZt-H 146,160 99 47,148 12,039 404,639 10,008 - 641,123
CARRYING VALUES HEE
At31stDecember, 2014 ZE-METZAZT-B 345551 1829 4414 4,647 1,012,910 2,054 - 1,371,405
At 31st December, 2013 ~ ZE-=F+ZB=1-H 375878 3,033 5,744 5446 1,003,123 1,983 34,756 1,429,963
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15. PROPERTY, PLANT AND EQUIPMENT

(continued)

The above items of property, plant and equipment, other
than construction in progress, are depreciated on a
straight-line basis at the following rates per annum:
Factory premises in the PRC 4% or remaining lease
term of the land
element, if shorter
4% or remaining lease
term of the land
element, if shorter
20%
10%

Leasehold land and buildings

Leasehold improvements
Furniture, fixtures and office
equipment

Plant, machinery and equipment 3'/,% - 33",%

= . 'llll..*.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e SRR M

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-—F—mE+ A=t —BLFE

15. M3 - BERR®E (&)

EdmxE - BERREEE (ERIREIN AE
BORIRA T FRITE

HEBE 4% LD 2 82 TR E
(AR E A%)
HETHREST 4% L5 2 #42 THH
(ABRIEE A%E)
HEMEEE 20%
B EBERRAERME 10%

BB HEERERRE 3',% - 33'/,%

Motor vehicles 20% RE 20%
2014 2013
HK$’000 HK$' 000
FET FET
The carrying amount of the Group's ERINRZAEBEHE
leasehold land and buildings FEFZEEERE
shown above comprises:
Situated in Hong Kong under R EBWIE RS H
medium-term lease HAOER - 1,087
Situated in Macau under i 73R P NP 3% BR P HR
medium-term lease HAOFE 1,829 1,946
1,829 3,033

The carrying amount of the above-mentioned factory
premises in the PRC does not include any land element
which is presented as “prepaid lease payments on land
use rights” separately.

b SRt o B R B 2 PR TED B A B 4 AR AT £ 4
D REMHEBURIATLWERERANEE
A o
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NOTESTOTHE CONSOLIij)IAT‘ED FINANCIAL STATEMENTS

e MR RRNE

FOR THE YEAR ENDED 31ST DECEMBER, 2014
HE—F—MF+ZA=1T—HIFE

16. PREPAID LEASE PAYMENTS ON LAND USE

16. T EAERNEERE

RIGHTS
2014 2013
HK$’000 HK$' 000
FHERT FH&T
The Group's prepaid lease payments N5 [& 11 (5 A& B (S
on land use rights comprise: HEFIEBLRE :
Land use rights in the PRC L FA R B 2 £t {5 AR 4
Medium-term lease FRHAFE 4 17,109 23,514
Analysed for reporting purposes as: MEHRMIEDH :
Non-current asset ERBEE 16,684 22,887
Current asset mEEE 425 627
17,109 23,514

Included in the Group's prepaid lease payments on
land use rights is HK$1,689,000 (2013: HK$1,750,000)
prepayments under processing arrangement which
represent the prepaid amount under an operating lease for

land use rights.

AEBzIHFEARBEFMEERE+R BE
1,689,000/ 7T (—Z — =4 : 1,750,000/ 7T) Z
MTIZHBEMNR B FERECERET A
&5 -

17. INVENTORIES 17. 78
2014 2013
HK$'000 HK$' 000
FHET FHET
Raw materials R 86,650 79,812
Work in progress EE R 809 464
Finished goods R Gh 23,902 22,020
111,361 102,296
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18. TRADE AND OTHER RECEIVABLES

=

NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS

e SRR M R

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-—F—mE+ A=t —BLFE

BEZRHEMERRE

2014 2013

HK$’ 000 HK$' 000

FET FET

Trade receivables B 5 EWKRIA 202,457 202,222
Less: allowance for doubtful debts B REEEE (907) (496)
201,550 201,726

Other receivables (note) H 4t i W FRIE (B E) 5,475 18,406
Total trade and other receivables B REMEWRIELE 207,025 220,132

Note: During the year ended 31st December, 2011, the Group
received a notification from the PRC local government
for the return of a piece of land for its redevelopment
purposes. The Group paid RMB12,000,000 in prior years to
acquire that piece of land and the amount was previously
included in the “prepaid lease payments on land use
rights”. The Group did not receive the formal legal title
of that piece of land and the carrying amount of that
piece of land as at 31st December, 2011 amounted to
HK$14,670,000. Upon receipt of the notification, the Group
reclassified the amount of HK$14,670,000 from “prepaid
lease payments on land use rights” to “other receivables”.

During the year ended 31st December, 2012, the Higher
People’'s Court of Guangdong Province ordered the PRC
local government to compensate the Group for an amount
of RMB12,000,000 (equivalent to HK$15,000,000) and the
related interests.

On 21st March, 2014, an agreement (the “Agreement”)
was entered into between a subsidiary of the Company
and the PRC local government that the latter would repay
the amount to the Group within 30 business days after
the date of the Agreement. Accordingly, the amount of
RMB12,000,000 (equivalent to HK$15,000,000) was fully
settled on 18th April, 2014.

BT

BHE_Z——F+-_A=+—HIEFE K&

EEETRM TR AN RE—ELHT
WHBRNEREEMAZ AEERBEFE

B X AR®12,000,0007cEAZIELM - AR
FRIBRBESAT Lt A AETE A Eﬂlﬁm
AREBTERNESZB I Z EXETERE -
—T——%+=ZA=+—8" ;%maaiﬁﬁz,ﬂﬁﬁ
B 7414,670,0007 7T ° A & B R WEUE MNE B %
AR (E14,670,000/8 7T /@ [+t {F FA#EFE 1F
MEREISHOBAIEMEKFKIE] -

HE_Z——F+-_A=+—BHLFE EX
EERARERBESHEMDTRAERAEE
g (8 A R #12,000,0007T (48 2 715,000,000
7T) RABEE R L -

RZZ-—WNE=A=-+—B ARABET—H
B8~ B R ep B3 77 BUR AT SL e ([ Rz st )) o
REZHZ - B BT RZGZE B BE
BEEXAANRAEEENKIE - Bt - ZE
A E#12,000,0007 (48 % 715,000,000/ 7T)
ZHREENR-Z—OFMNA+ N\ BBBER -
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NOTESTO THE CONSOUKIDATED FINANCIAL STATEMENTS
e MR RRNE

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-E—ME+-A=1—HLFE

18. TRADE AND OTHER RECEIVABLES 18. EZ R HMEWNKIE (&)

(continued)

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,
which approximates the respective revenue recognition
dates, at the end of the reporting period:

AEBHRFESHEFSZEI60BEEH - B UR
BRTESREFEASEZEHE BT MNKE
B FUAERZEES - THARKEARER
BEAH (RS H 2 WEERB BAEA) MR RER
BEEMEF 2 EHRKFKIBZER DI

2014 2013

HK$'000 HK$' 000

FHET FHIT

Within 30 days 308K 194,446 189,018
31 - 60 days 31E60H 4,607 10,010
61 — 90 days 61Z=90H 1,549 909
Over 90 days HBiE90H 948 1,789
201,550 201,726

Before accepting any new customer, the Group uses
an external litigation search to assess the potential
customer’s credit quality and defines credit limits on a
customer-by-customer basis. Limits and scoring attributed
to customers are reviewed monthly. Trade receivables
that are neither past due nor impaired relate to customers
for whom there was no recent history of default.

Included in the Group's trade receivable balance
are debtors with an aggregate carrying amount of
HK$42,629,000 (2013: HK$51,281,000) 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 67 days (2013: 64 days) based on invoice dates.
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EEMEFFELA  AEBESRAINBFRE
ROAEEBREERFPZEREEREREBRER
REEERE -BEPZEERBEMIRSTAE
Higst - RABH X KR EZ E 5 R RIAE T
HY BN SRR K AR -

AEBECESRRFBESTREREERELRTE
742,629,000 T2 B HIB (ZE—=4F:
51,281,000 7T) - ZERERmEB S @ 5 -
MAEEWERBRE/BEETRE ZEFIEH
EAREBRBROUBIENALHEIZRBIUR
FPEH ZERXEPZEEEZUESEARE

NEBBEDHAT UL A B4R o ANE B I &R Z
ERBMBEEEMEER - REXZEEH  2F
JEU R IBH F1O BRI A67H (ZE—=5:64H) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e SRR M

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-—F—mF A=t —HLFE

. TRADE AND OTHER RECEIVABLES 18. ES R H A EWFIE (&)
(continued) d
Ageing of trade receivables which are past due CEHERBREZE S ERREZERER

but not impaired

2014 2013
HK$’000 HK$' 000
FHERT FH&T
Overdue by 1 to 30 days #H31%30H 42,629 49,520
Overdue by 31 — 60 days #HI31E60H - 1,761
42,629 51,281
Movement in the allowance for doubtful debts RERBEZEE
2014 2013
HK$’ 000 HK$' 000
FHET FHET
Balance at beginning of the year F ) 4 &R 496 1,276
Exchange adjustments PE W, 8 & (3) 24
Provision for (reversal of) impairment & 5 EUFIE 2 B fER
losses recognised on trade BEBERE (RRREEE)
receivables 414 (804)
Balance at end of the year FRERR 907 496
Impairment losses were recognised based on the BEBEDRERAEEEEE 2 BELR  BR
Group’s historical experience, aged analysis and internal AT R E e R R T E mAER o A K E I E
assessment of the recoverability of the debt. The Group MZEEHR MR EERRD -
does not hold any collateral over these balances.
. DERIVATIVE FINANCIAL INSTRUMENTS 19. fTE€®mI A
2014 2013
Assets Liabilities Assets Liabilities
EE =L BE afE
HK$’ 000 HK$’' 000 HK$' 000 HK$" 000
FHExT FHET FHET F&T
Foreign exchange forward  SMEZREIA 4
contracts 68 48 757 191
Interest rate swaps F) 2 42 2Y (B 32
(with discrete PE e LY
knock-out options) - - 416 31
68 48 1,173 222
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e MR RRNE

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE _FE-—WFEF_H=+—HIFE

19. DERIVATIVE FINANCIAL INSTRUMENTS 19.

(continued)

These foreign exchange forward contracts and interest
rate swaps (with discrete knock-out options) are not
accounted for under hedge accounting.

TEERMIA (&)

ZFINER A K R R B (M58 32 8 J k3
HIRE) W AR @A ARRBIE ©

2014 2013
HK$’000 HK$' 000
FHET FH&T
Net cash inflow from settlement of FANTESRTA
derivative financial instruments HEZFRESMA
during the year 1,078 3,681

At 31st December, 2014 and 31st December, 2013, the
Group had outstanding foreign exchange forward contracts
that are measured at fair value at the end of the reporting
period. The Group has an obligation, in accordance with
the terms of the respective contracts, to sell USD monthly
until maturity. The instruments are to be settled on a
net basis. The major terms of these outstanding foreign
exchange forward contracts are as follows:

R_FE—NF+=-_A=+—Bk=ZE—=F+=
B=+—HB A&E@EE KRBT ZIERPEHT
RBRERRZAFEFZE - RESAH 2GR
AEEEETRABLEET  EEANEIHAL -
ELTABKRFHELE - ZSHABITZINER
HAHNZ EBERET :

(i) Foreign exchange forward contracts as at 31st (i) A—E—NWE+-_BA=+—HZHEE
December, 2014 HE4
Total monthly Remaining total
notional amount notional amount  Contract rate Maturity
BREARBSH BRTERELHE BREX & F 2
Sell US$1,000,000 (note) US$3,000,000 RMB6.40/US$1 Within 1 year
& 11,000,0003 7T (B &) 3,000,000% 7T AR#6.40T/1ETT 3

Note: Under the above foreign exchange forward contracts,
the Group is a party that has an obligation to deliver
USD and receive RMB at a series of predetermined
prices, based on the price calculated with a pre-
specified formula. The Group will deliver USD
and receive RMB at stipulated contract rates on a
monthly basis. At each monthly settlement, when
market RMB/US$ exchange rate moves favourable
to the Group (i.e. spot RMB/US$ exchange rate
is at or lower than the contract rate), the Group's
potential gain are limited to the agreed amounts as
stipulated in the foreign exchange forward contracts.
However, when market RMB/US$ exchange rate
moves unfavourable to the Group (i.e. spot RMB/US$
exchange rate is higher than the contract rate), the
Group has to sell the agreed notional amount of USD
at the contract rate with RMB.
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19. DERIVATIVE FINANCIAL INSTRUMENTS
(continued)

(ii) Foreign exchange forward contracts as at 31st

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e SRR M R

FORTHE YEAR ENDED 31ST DECEMBER, 2014

BE-—F—mE+ A=t —BLFE

19. fTEE€R T A (Z)

(ii) R=F-—=F+-A=1t—-HZHER

December, 2013 HEe#n

Total monthly Remaining total

notional amount notional amount  Contract rate Maturity
BRERBSH BRTERELHE BREX & F 2
Buy US$2,000,000 (note (a)) US$4,000,000 HK$7.74/US$1 Within 1 year
B A2,000,0003 7T (Kt (a)) 4,000,000% 7T 7748 T/ 1ET (B3

Sell US$2,000,000 (note (b))
& 112,000,0003 7t (KI5 (b))

US$26,000,000
26,000,0003% 7T

Notes:

(a)

(b)

Under the above foreign exchange forward contracts,
the Group will receive USD and deliver HKD at
stipulated contract rate on a monthly basis. At each
monthly settlement, the Group has to buy the agreed
notional amount of USD at the contract rate.

Under the above foreign exchange forward contracts,
the Group is a party that has an obligation to deliver
USD and receive RMB at a series of predetermined
prices, based on the price calculated with a pre-
specified formula. The Group will deliver USD and
receive RMB at stipulated contract rates on a monthly
basis. At each monthly settlement, when market RMB/
US$ exchange rate moves favourable to the Group (i.e.
spot RMB/US$ exchange rate is at or lower than the
contract rate), the Group's potential gain are limited
to the agreed amounts as stipulated in the foreign
exchange forward contracts. However, when market
RMB/US$ exchange rate moves unfavourable to the
Group (i.e. spot RMB/US$ exchange rate is higher than
the contract rate), the Group has to sell the agreed
notional amount of USD at the contract rate with RMB.

RMB6.40/US$1 to RMB6.528/US$1
AR#6.407T /1ETEARE6.528T, 15T

GEE

(a)

(b)

Within 2 years
2R

RIFLAINERRELD  NEBBUARES
HEXZABAZIREHETL REAKZ
HE  AEEERAVEXEABELES
BZETe

BRI ERMNERBMEN  ARERBETR
—FIRBEBEEPAZAXBLAEEZE
B BHETRBEAARBEZITNT - A%
BEABEANEXZABEETIREAA
R -NERAKER  MARE E1LH5
ERAIFAKE (BNEHARE ETEE
ERFENREGHER) - AIAREE 2 EEK
BANEERSNMEEZRELBRMR -
R WARE ELHHEXTRIARE
B (NEPARE ETERSNALNE
) AXAEEGENUARBRANERT N
BEBREBIETT

ANNUAL REPORT 2014 FE#%

107



- F

NOTESTO THE CONSOUKIDATED FINANCIAL STATEMENTS
e MR RRNE

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE _FE-—WFEF_H=+—HIFE

19. DERIVATIVE FINANCIAL INSTRUMENTS 19. TSI A (&)
(continued)
(iii) Interest rate swap (with discrete knock-out (iii) A=FE—=F+=-A=+—RHzFfxHE
options) as at 31st December, 2013 HA (Bt 38 37 8 J2 2k SR )

Notional amount at

each maturity date Maturity Swaps

RBEYPEZEESEH &% B 5 =5

US$8,000,000 28.03.2014 From HIBOR floating rate to HIBOR floating
8,000,000 7T rate with maximum interest rate of 0.6%

MEBRITARZRSFDNEEFTBRITRAE
REFHNERS0.6%

During the year of 2013, the Group entered into R-EBE—=FR AEEEEE H_-_1+HW
a 24-month US$/RMB interest rate swap with BAEZETHRARBH XIS (BB %
discrete knock-out feature. The knock-out event shall KSR - BRANEHETIRAERIER
occur if the calculation agent determines that the EREBFAZHNBRERETEHANRKENRBEE
Accumulated In-The-Money fixing events is greater HEBNRE - FEEHEN - —mME=H
than or equal to the Target Number. It has been FIER o

matured in March 2014.

20. BANK BALANCES AND CASH 20. RITHEHRREAE

Bank balances and cash including time deposits of RITEALRSEEATFERABHEBB=@A
RMB60,500,000 (equivalent to HK$76,582,000) (2013: DHAW IR IR T EF TN F3.750% %F4.125% (—
RMB60,500,000 (equivalent to HK$77,070,000)) with T =& FEFEI3T50%E4.125% ) it B 2 F
maturity periods over three months from placement dates H 17 3 A R #60,500,0007T (18 & 776,582,000
carry interest at prevailing interest rate of range from B (ZZE—=F: ARK#¥60,500,0007t (&
3.750% to 4.125% per annum (2013: 3.750% to 4.125% 177,070,000 7T)) -8R FTIRITAEBR KRS T
per annum). Remaining bank balances and cash carry BIBTHEF ER0001%E08% (—E— =4 :
interest at prevailing market rates from 0.001% to 0.8% 0.001%%E0.35%) & & °

(2013: 0.001 % to 0.35%).

Included in the carrying amount of the Group's bank REBENNBEERER 2INEEE LN B
balances, approximately HK$670,000 (2013: HK$870,000), AR ET BT RBPIKTIEYRITLE L
HK$5,126,000 (2013: HK$5,167,000), HK$5,212,000 (2013: ZBRMEE 7 54 A670,0008 T (Z T — =4
HK$4,580,000) and HK$164,000 (2013: HK$451,000) 870,000/ 7T) + 5,126,000/ T (=ZF — = F :
denominated in RMB, USD, HKD and MOP respectively 5,167,000/ 7T) * 5,212,000 Tt (Z & — =

are the currencies other than the functional currencies of 4,580,000/ 7T) & 164,000/ T (=T — = £ :
the relevant group entities. 451,000/87T) °
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FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-—F—mE+ A=t —BLFE

21. TRADE, BILLS AND OTHER PAYABLES 21. ES - EBRHMENSRE
The following is an aged analysis of trade and bills THARBERARERBEZAAMEIN Z2ESH R
payables presented based on the invoice date at the end EREMNRIBEZRE DN

of the reporting period:

2014 2013
HK$’ 000 HK$' 000
FHET FAET
Current Bl AR 66,459 77,279
Overdue 1 to 30 days #mE1Z=30H 7,312 1,830
Overdue 31 to 60 days #HI312£60H 260 4,720
Overdue for more than 60 days #HI60H A + 2,271 2,434
76,302 86,263
Payables for the acquisition of BEWME BEELZEZ
property, plant and equipment &S E 13,052 13,289
Other payables and accrued EAb B RIB R BT
charges (note) (B 5E) 142,924 81,040
232,278 180,592
Note: Included in other payables and accrued charges, amount Bz : st AE M EN RIB R ST 1 261,055,000 7T
of HK$61,055,000 represents transaction costs incurred REEEE-_ZE—NE+-_A=+—BIFEEH
for the disposal of a subsidiary during the year ended 31st ENBARIFIEAZR S »
December, 2014.
The average credit period on purchases of goods is EEEYM s P EEH AR (ZE— =4 : 61
39 days (2013: 61 days). The Group has financial risk H) AEEFEEHKRAMETIERE  WEFRT
management policies in place to ensure that all payables ERMNRBELHEEEHRRNGE -

are within the credit time frame.
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NOTES TO THE CONSOUKIDATED FINANCIAL STATEMENTS
e MR RRNE

FOR THE YEAR ENDED 31ST DECEMBER, 2074
BE _FE-—WFEF_H=+—HIFE

22. UNSECURED BANK BORROWINGS 22 EBERRITEE

Unsecured bank borrowings comprise:

EERMRTEERRE

2014 2013
Effective interest rate HK$’ 000 HK$' 000
YIS FTHERT FAET
Bank loans RITER 1.460% - 6.887% 302,059 461,310
(2013: 1.466% - 7.638%)
Other bank borrowings HRITEE 1.622% - 2.840% 208,896 176,918
(2013: 1.661% - 2.676%)
Trust receipt loans ERBEER 1.559% - 2.830% 7,364 7,392
(2013: 1.559% - 2.460%)
518,319 645,620
2014 2013
HK$’ 000 HK$' 000
FHET FAT
Carrying amount repayable*: JEEERMEmME™
Within one year —FR 287,249 338,195
More than one year, but not —FU L ETBBRE
exceeding two years 185,688 174,111
More than two years, but not MEREBETBRAASF
exceeding five years 35,382 123,314
508,319 635,620
Carrying amount of bank loans A—N}EH“E:J‘: EFREEN
that contain a repayment ZIRITERZEEE
on demand clause
- repayable within one year —-R—FANEE 10,000 10,000
518,319 645,620
Less: Amount due within one year B RREBBEI R —FRN
shown under current liabilities ESfpii e (297,249) (348,195)
Amounts due after one year shown as RIERBEEH Rz —F%
non-current liabilities gt 221,070 297,425
@ The amounts due are based on scheduled repayment dates & NS EIREHERER BE 2R EEEEXA

set out in the loan agreements.

1 1 0 HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHE
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22.

23.

UNSECURED BANK BORROWINGS
(continued)

As at 31st December, 2014 and 31st December, 2013, the
unsecured bank borrowings carry interest at floating rates,
thus exposing the Group to cash flow interest rate risk.
The interest rates are linked to HIBOR, LIBOR, prevailing
interest rates offered by PBOC, plus a margin, and prime
minus a margin.

Included in the carrying amount of the Group’s unsecured
bank borrowings, bank borrowings of approximately
HK$15,728,000 (2013: HK$125,690,000) are denominated
in HKD that are denominated in the currency other than
the functional currencies of the relevant group entity.

22.

o

e SRR M

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-—F—mE+ A=t —BLFE

BEMBTEE(E)

RZZE—NMNF+-_A=+—Bk=_ZE—=F+=
A=+—8 EERRTEERIEF XS -
At AEEBAERERSREMNKER - B BF X
HEBRITEERE  BIRTRAERE - ATT
AHZBATREN EEERFEEF RS ET
.

RASEEAFRTERZ2ETEF L
15,728,000/ 7T (= ZF — =% : 125,690,000/ 7T)
ZIRTEEDUAEEEER 2NEEBUINZ
BERABTIIE -

SHARE CAPITAL 23. B
Number of shares Share capital
P& E R A&
2014 2013 2014 2013
HK$' 000 HK$' 000
THER FAET
Ordinary shares of FREME0I10BTY
HK$0.10 each LR
Authorised: EFERA -
At the beginning and the RENREFL
end of the year 1,000,000,000 1,000,000,000 100,000 100,000
Issued and fully paid: BETRERRAE :
At the beginning of the year RE 724,386,000 724,386,000 72,439 72,439
Exercise of share options ERERE (fI3E25)
(note 25) 3,919,000 - 392 -
At the end of the year RE 728,305,000 724,386,000 72,831 72,439
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NOTES TO THE CONSOUKIDATED FINANCIAL STATEMENTS
e MR RRNE

FOR THE YEAR ENDED 31ST DECEMBER, 2074
BE _FE-—WFEF_H=+—HIFE

24. DEFERRED TAXATION 24, EEFIE
For the purpose of presentation in the consolidated MEINGEHBRAKRME BT REHIBEE
statement of financial position, certain deferred tax assets FEBERCEH UTARNEERAZELEHE
and liabilities have been offset. The followings are the BEEBE)MPEAREFERINEREFEZE
deferred tax liabilities (assets) recognised by the Group ) -

and movements thereon during the current and prior
reporting years:

Undistributed

Accelerated earnings
tax of PRC  Write-down
depreciation  subsidiaries of inventories Total
Y
nE DEZ
BIEFE RO REF FEMHA Mgt
HK$' 000 HK$' 000 HK$' 000 HK$’ 000
TER TER TEr TET
At 1st January, 2013 R-_Z—=%—F—H 27,818 6,573 (32) 34,359
Charge to profit or loss TEREM 1,627 833 = 2,360
At 31st December, 2013 RZZ—=F+=-A=+—H 29,345 7,406 (32) 36,719
Charge to profit or loss TEEEMR 1,564 920 = 2,484
At 31st December, 2014 RZE-—NE+=A=1+—H 30,909 8,326 (32) 39,203
Under the EIT Law of PRC, withholding tax is imposed BERBECEMERE  BORIATBEREA
on dividends declared in respect of profits earned by PRC AE-—ZEENFE-A—BEMERZMNEmE IR
subsidiaries from 1st January, 2008 onwards. 2 MR B o

1 1 2 HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHE



25.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT‘g

SHARE-BASED PAYMENTS
Equity-settled share option scheme

The Company’s share option scheme (the “Old 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 Old Scheme expired on 3rd
September, 2013 and all options previously granted under
the Old Scheme have been lapsed.

The Company approved and adopted a new share option
scheme (the “New Scheme”) on 3rd June, 2013 for the
primary purpose of providing incentive or rewards to
selected participants for their contribution to the Group.

Under the New Scheme, the Board of directors of the
Company may grant options to eligible employees,
including executive or non-executive directors (including
independent non-executive directors), of the Company,
its subsidiaries, or any entity (“Invested Entity”) in which
any member of the Group holds any equity interest, to
subscribe for shares in the Company. Additionally, the
Company may, from time to time, grant share options to
any supplier of goods or services to any member of the
Group or any Invested Entity, any customer of the Group
or any Invested Entity, and any consultants, advisers,
managers, officers or entities that provides research,
development or other technological support to the Group
or any Invested Entity.

The total number of shares which may be issued upon
exercise of all options to be granted under the New
Scheme must not in aggregate exceed 10% of the shares
of the Company in issue as at the date of the passing of
the ordinary resolution for adoption of the New Scheme.
The number of shares which may be issued upon exercise
of all outstanding options granted and yet to be exercised
at any time under the New Scheme shall not exceed 30%
of the issued share capital of the Company from time to
time.

o

e SRR M R

FORTHE YEAR ENDED 31ST DECEMBER, 2014
BZE—FE—mFE+ZHA=1—HIFE

25. UMz

REXNRX S BERERTE

BRER_ZZ=FNAANABBIRERR AR
REERMZEREAS ((EFEDETZENAY
AEBEFHERZEE2BEFLSRBAEE -
EXEER_Z—=FAA=HE® MEHR
BEEARLZMEBRELE R -

ARRER-ZB-—=FXA=ZRERRHNE
Petgst 8 ([#hst8l)) T2EMNRBAKEEL
BERZEE2BEFLRBNEER -

REHGE ARBAEFTEARAARA - HHE
REIRAEBERIK S A R R B E R
s ((MERERED ZEERER (BEHTE
FECFAITES B UIFNTES) RHEBRE -
NRBARBBRD - B4 KRR BERTKEL
BEETENRAAEEZKE AR SEAMRE
BERHEMIRB 2 EMHER  AREXE
MR ERBZERNTS  URAARBEREM
PR B MR AT - B E M R TR R
ZIEfBAA - BR - K2 SBABIKEE -

RIEF TR L 2 AR 2 ST R A T 31T
ZRNBE  SETFEBARMTE 2 EER
BEEBBEAARACEITRMND Z10% - AT
] E AT ERIBEF B L MARITEZ 22008
fRiEme FHITROHZ2EE  THREBBARQFT
RFEBEITIRAZ30% °
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NOTESTO THE CONSOUKIDATED FINANCIAL STATEMENTS
e MR RRNE

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-E—ME+-A=1—HLFE

25. SHARE-BASED PAYMENTS (continued) 25. LRGBSz (&)

Equity-settled share option scheme (continued)

The number of shares in respect of which options may
be granted to any individual in any 12-month period is not
permitted to exceed 1% of the shares of the Company
in issue at any point in time, without prior approval from
the Company’s shareholders in accordance with the New
Scheme. Where any grant of options to a substantial
shareholder or an independent non-executive director
or any of their respective associates would result in the
shares in the Company issued and to be issued upon
exercise of all options to such person in the 12-month
period up to and including the date of grant in excess of
0.1% of the shares of the Company in issue and with
a value (based on the closing price of the shares of the
Company at the offer date of each offer) in excess of
HK$5,000,000, such grant of options must be approved
in advance by the Company’s shareholders in accordance
with the New Scheme.

An option may be exercised at any time during the period
to be determined and notified by the directors to the
grantee and in the absence of such determination, from
the date of acceptance of an offer of the grant of such
option to the earlier of the date on which such option
lapses and ten years from the date of offer of that option.
A consideration of HK$1 is payable upon acceptance of
the offer.

The exercise price is determined by the directors of
the Company, and will not be less than the higher of
the nominal value of the share; the closing price of the
Company's shares on the date of offer; and the average
closing price of the shares for the five business days
immediately preceding the date of offer.

1 14 HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHE

BREXNRZBRESS (F)

REARRNAREBIRF T FLBE - mERE
ATREREZEBRESRZBRHEE - REM
TZEAME I T BBBARRRNEMEREE
BTN 21% o (WM — B * BT RIE I IEH
TEENIMRESEBZ2HEATRDTAER
o SEHREARTRZALZAEBREETEMD
REBEERLAH(EEER L+-@AHM™ B
LRETEITZARNARRG & EEERRRE
TRMHEBIECN1%  AEE(REAQARGORE
R EERRE R B 2 e 5T 8 ) #8185,000,000
BT AR EZERLBREESEABE
AR AR R AL ©

BRETRESTEE KNS AR A Z IR AR
T MABEE  ABRAR G BRER T
ERBEOERRZ B h B B R +
F2REAH - REMBERERANIVETRE -

TEEDVHARRERTEE  ETHERBRME
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25. SHARE-BASED PAYMENTS (continued) 25.

Equity-settled share option scheme (continued)

The following table discloses details of the Company's
share options held by the directors and other employees
and movements in such holdings during the year:

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

<2
EAMBRERME

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-—T-—mE+=A=F—RiIFE

IR B X4z ()
REXNRZBRETS ()

TEBEHEERAMEERE Z AR RBERE
UARZEBRERFAZEEHFE

Outstanding Granted Lapsed  Outstanding Exercised  Outstanding
Date of Exercise at during during at during at
Option type grant price 1.1.2013 the year the year 31.12.2013 the year 31.12.2014
RZB-Z% R=2-Z% R=Z-mF
-A-H +-R=t-H t=fA=+-8
BREER A %@ HRTE EREH ERER AT ERTR AT
HKS$
B
Granted under Old Scheme
REEHERL
E 7.7.2009 0638 29,526,287 = (29,526,287) = = =
Exercisable at the end of the year
RELATR - -
Weighted average exercise price
ETATER 0.638 - 0.638 - - -
Granted under New Scheme
REFHERL
[ 24.10.2013 0.280 - 72,438,000 - 72,438,000 (3,919,000) 68,519,000
Exercisable at the end of the year
RELWTE - 32,300,000
Weighted average exercise price
ETATER - 0.28 - 0.28 0.28 0.28
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NOTESTO THE CONSOUKIDATED FINANCIAL STATEMENTS
e MR RRNE

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE _FE-—WFEF_H=+—HIFE

25. SHARE-BASED PAYMENTS (continued) 25. LRGBSz (&)

Equity-settled share option scheme (continued) BRELSNXSERESE (&)

Note: The vesting period, which is the period from the date of
grant to the exercisable date, of the share options granted
is determined by directors of the Company at each time
when the options are granted. Holders of share options
granted under the Schemes may only exercise their
options during the exercisable periods as follows:

MisE : OBz RBH AR AREATE R HH
Bl DHARREENTRREBRERETE -
RIBEAERAFAARE 2 BREZHEAER
PAVATR AT 77168 BRF) 77 5 L B A4

Maximum % of share options exercisable
ATEERERSESL

Option type F
FEBERE

Option type E
EXE 85 B 2

1.5.2010 - 30.4.2011 1.5.2014 - 30.4.2015 up to 50%

5= A 3#50%

up to 75%

R A E75%

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

B AT E100% (A KRITEE AR)

1.5.2011 - 30.4.2012 1.5.2015 - 30.4.2016

1.5.2012 - 30.4.2013 1.5.2016 - 30.4.2017

During the year ended 31st December, 2013, options type
F were granted on 24th October, 2013. The estimated fair
values of the options granted were HK$7,835,000.

During the year ended 31st December, 2014, 3,919,000
ordinary shares were issued at the subscription price of
HK$0.28 each for a cash consideration of HK$1,098,000
upon the exercise of the share options type F. The options
outstanding at the end of the year have a remaining
contractual life of 3 years.

The following table discloses the detail of options type F
exercised during the year:

Exercise date

Number exercised

BE-_Z—=%+_A=+—BI-FE FEB
REER-_Z—Z=ZF+A-_+THEARH -BERE
B 2 (5T 2 1B A7,835,000/8 7T °

BHE-_ZT—NEF+-_A=+—HILEFE"
FRBRBETEMRREESK0.28% T &
173,919,000 @A 17 - W EBBR S KB
1,098,000/ JT ° 1A 4F 4% B 1) K 17 (3 B8 B4 2 £R
TENEHRR=F-

TREBERFANDITEZFRABRIE 215 -

Share price at exercise date

AR AEBE RITERRZROER

HKS

BT
22nd October, 2014 —E—mMFE+A=+=H 250,000 0.37
17th November, 2014 —ZET-mOFE+—A++tH 700,000 0.56
24th November, 2014 —E—mNFE+—A=+mA 400,000 0.51
28th November, 2014 —E—MmFE+—A=+N\H 100,000 0.61
4th December, 2014 —FE—NFE+=-AWMA 650,000 0.55
19th December, 2014 “E-NF+=-A+NH 1,819,000 0.42

3,919,000
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25. SHARE-BASED PAYMENTS (continued) 25.
Equity-settled share option scheme (continued)

These fair values were calculated using the Binomial
model. The inputs into the model were as follows:

e SRR M

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-—T-—mE+=A=F—RiIFE

BUR# Xz ()

BREXNXZERESE(F)

ZEAFEDER-_BAAEAGE - ZRA &
ABEEMT

2013
Share price on the date of grant MR B E 2 (& HK$0.2807% 7T
Exercise price TEME HK$0.2807% 7T
Expected volatility TE B R 53%
Expected life from date of grant MIZE A E R TEA F 5 3 years#F
Risk free rate 1 B ) =X 0.538%
Expected dividend yield TR E X 0%

Expected volatility was determined by using the historical
volatility of the Company's 875-day share prices before
the date of grant. The expected life used in the model has
been adjusted, based on management'’s best estimate, for
the effects of non-transferability, exercise restrictions and
behavioral considerations.

The Group recognised total expense of HK$4,234,000
for the year ended 31st December, 2014 (2013:
HK$2,178,000) in relation to share options granted by the
Company.

BHEBREARRNE L A HA875H HifE 2

BRERBEZREETE - 2B ER 2B FH

EREEBRAAEZRENE  TERSRTAKE
FEFH 2 REMBTARE -

AEBEBREE T NFEF+_A=+—81t
FERAQNRMBHZERESEZAI LA
4,234,000 7T (=ZFE—=4 : 2,178,000/ ) °
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NOTES TO THE CONSQUKIDATED FINANCIAL STATEMENTS
e MR RRNE

FOR THE YEAR ENDED 31ST DECEMBER, 2014
HE—F—MF+ZA=1T—HIFE

26. OPERATING LEASE COMMITMENTS 26. REHERIE
At the end of the reporting period, the Group had RBEER AEERBETARCEKEHER K
commitments for future minimum lease payments under FHEBEEMFUERE - AR TS EARZIE] -

non-cancellable operating lease which fall due as follows:

2014 2013
HK$’000 HK$' 000
FHET FHEIT
Within one year —F A 430 270
In the second to fifth years inclusive ~FE_-_FEZFERF (BHEEERE) 115 85
545 355
Operating lease payments represent rentals payable by KEHENREAEBRETRIEERE MR
the Group for certain of its warehouse, ancillary office MEREFEEMZENES HEZFHEHRET
properties and car parks. Lease is negotiated for an BME(ZE—=F:=F) - URHEHNBHHEIZH
average term of two years (2013: three years) with fixed B AM -
monthly rentals over the term of the lease.
27. CAPITAL COMMITMENTS 27. EXREILE
2014 2013
HK$’ 000 HK$" 000
FHET FHT
Capital expenditure in respect of the ~ DRI AERNEEA I HE
acquisition of plant and equipment R ZBEMEE
contracted for but not provided in the  UWEE&E AR
consolidated financial statements 3,930 14,297
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28. RETIREMENT BENEFIT SCHEME

Hong Kong

The Group has joined a Mandatory Provident Fund
Scheme (the "MPF Scheme”) for its employees in Hong
Kong. The MPF Scheme is registered with the Mandatory
Provident Fund Scheme Authority under the Mandatory
Provident Fund Scheme Ordinance. The assets of the
MPF Scheme are held separately from those of the Group
in funds under the control of an independent trustee.
Under the rule of the MPF Scheme, the employer and its
employees are each required to make contributions to
the MPF Scheme at rates specified in the rules. The only
obligation of the Group with respect to the MPF Scheme
is to make the required contributions under the MPF
Scheme.

The retirement benefit scheme contributions arising from
the MPF Scheme charged to the consolidated statement
of profit or loss and other comprehensive income
represent contributions payable to the funds by the Group
at rates specified in the rules of the scheme.

PRC

The employees of the Group's subsidiaries in the PRC are
members of a state-managed retirement benefit scheme
operated by the government of the PRC. The subsidiaries
are required to contribute a certain percentage of
the salaries of their employees to the state-managed
retirement benefit scheme. The only obligation of the
Group with respect to the retirement benefit scheme is to
make the required contributions under the scheme.

During the year, the retirement benefit scheme
contributions amounted to approximately HK$6,139,000
(2013: HK$5,019,000).

28.

-

P
NOTESTOTHE CONSOLIDATED FINANCIAL STATEMENTS

e SRR M R

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-—F—mE+ A=t —BLFE

iR k48 A 5+ &
=8

FEBREEBEEMARFMELTESHE (18
BaFtdl]) - BRESFERBEBRIERTRESFE
AR BHIE AR EEBEM - BE R
ECEERAREEENDH  YHABIUREAE
HZESREE -REBRBESAERA  BERHE
BEEBARANEENLL XFABRESF BB
HR - ARERBRBESHE 2 -—BERARE
BRI R E R R -

RirABakEMEmRER I HZREDE
BABRHNFEHRRSARE R ERE 2L XE
NESZHK -

HE

AEBZTENBAREERTERNEEZE
RERRARBHAEKE - HEBLAREBKSE
BrHMA—B oL XABERER ZRKENG
UK ARBERERRBANFEZE—BEERRA
At BIAUS R E B AR -

FR - RREFE B34 £6,139,000% 7T (=
T — =4 : 5,019,000/ 7C) °
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FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-F-—MFE+-A=1—ALFE

29. DISPOSAL OF A SUBSIDIARY 29. HEMHB QT

On 24th October, 2014, Hop Fung Group Company
Limited ("HFGC"), a wholly-owned subsidiary of the
Company, entered into two equity transfer agreements
(the "Equity Transfer Agreements”) with two independent
third parties (the “Purchasers”). Pursuant to the Equity
Transfer Agreements, HFGC agreed to sell and the
Purchasers agreed to purchase 51% and 49% equity
interests in FKHF, a wholly-owned subsidiary of HFGC,
respectively for each purchaser, at an aggregate cash
consideration of RMB380,000,000 (equivalent to
HK$481,173,000).

The entire equity transfer would be completed by two
stages and within two years after completion of the first
stage. The first stage of the transactions for transfer of
49% equity interest was completed on 23rd December,
2014, and the remaining 51% interests will be transferred
by the end of 2016. Along with those Equity Transfer
Agreements, there are contractual arrangements between
HFGC and the Purchasers, limiting the HFGC's controlling
power on FKHF after the completion of the first stage.

Based on all the terms and conditions of the
arrangements (which were entered into at the same
time and in contemplation of each other) and their
economic effects, the directors of the Company consider
the overall commercial effect of the two transactions
is to dispose of FKHF. Furthermore, the Group ceased
to exercise powers to direct the relevant activities of
FKHF after the completion of the first stage of the
transactions. Accordingly, the transactions are treated
as a single transaction whereby the Group has lost
control over FKHF at the date of completion of the first
stage of the transactions. Gain on disposal of FKHF of
HK$378,802,000, which is calculated as the difference
between the fair value of the consideration, net of
transaction costs, and the previous carrying amount of the
assets and liabilities of FKHF, is recognised in profit or
loss.

1 20 HOP FUNG GROUP HOLDINGS LIMITED &% &miziERA

RZZE—NF+A=Z+ME ARRZEMNBA
A]Hop Fung Group Company Limited ([HFGC )
BEREBYE=F ([ZEER]) T LMD KRE
EEpE ((REESEEHZED - BERESZEDH
# HFGCRELELZSEFNRESEHRE
HFGCZ2EWB AR —BME 2 251%K&49% /%
- #IR e R E A AKRY380,000,0005t (FHE R
481,173,000/ 7T) °

SRS MEREET  AHRE RS
FIEF AT ° R 5 2 56— B (HREA9%
BER-_F-—NF+_A-t=HA%K &
B1%RESH N —FT — NFRATEE - BEERA] %
ERBERHF  HFGCRZFE NI UANER
BERHTRE —FEREKEHFGCREME A 2
Z PRI -

BEZEZHE (DRABERNEEEFEILTE
BN TEIA) 2B R RAGH A R K S 2 8
Fle  ARREEREAMBR I ERBREYE
AEERHEEE  itih AEBRRHZ2E K
BERETHAEENERBEHEGE ZBEEY -
At ZEXHWHEARE—RS MAEERR
P2 E—PEEREKABAEEBEEE ZEHHE -
HERRMA L 2 UR2E378,802,0008 T (IRKREZ
AFERRIEARBHEEEERBELAIZ
REEZZETE) ERIBRER -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

29. DISPOSAL OF A SUBSIDIARY (continued)

<2
EABMBRRME

FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-—F—mE+ A=t —BLFE

29. HEKM B AR (&)
Bl FE WA E

Consideration received/receivables
HK$' 000
FET
Cash consideration ReNRE 235,857
Present value of cash consideration receivables  EWIR&REZIRE 229,068
Total consideration BB 464,925
Analysis of assets over which control was lost KREERFEEEZDN
HK$' 000
FET
Current assets BN EE
Bank balances and cash RITEBERE 1
Other receivable H b fE W FKIB 12
Prepaid lease payments on land use rights T AR EKIE 200
Non-current assets ERBEE
Property, plant and equipment M - BB NEE 8,629
Prepaid lease payments on land use rights + (s A RE TR AR B kB 5,480
Net assets disposed of LEEEFE 14,322
Gain on disposal of a subsidiary HEMRE ATz WE
HK$' 000
FET
Total consideration wR(E 464,925
Net assets disposed of HEEETFE (14,322)
Transaction costs incurred in connection FRLEMEAZR SRR
with the disposal (71,801)
Gain on disposal &z W 378,802
Net cash inflow arising on disposal of a subsidiary HENBAGMEEZRERAFE
HK$' 000
FHET
Total cash consideration received BUlEReRE 235,857
Transaction costs paid in connection BRLEZENRZHA
with the disposal (10,746)
Cash and cash equivalents disposed of HEZHErREEE (1)
225,110
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FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-F-—MFE+-A=1—ALFE

30. CONTINGENT LIABILITIES 30. RARBE

The tax audits conducted by the Inland Revenue
Department (“IRD”) on the Company and its subsidiaries
in respect of the years of assessment 2004/2005 to
2010/2011 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 during the
year ended 31st December, 2006. 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 and included in “deposits and prepayments” as at
31st December, 2014 and 31st December, 2013. 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, namely Chun Yik (Macao
Commercial Offshore) Limited (“CYMCOQO"), Man Shung
(Macao Commercial Offshore) Limited (“MSMCQO") and
FKHF, for the year of assessment 2005/2006 in March
2012, amounted to HK$525,000 in aggregate. The Group
lodged objections with the IRD against these protective
assessments.

Furthermore, the IRD issued protective assessments
to the Company and certain subsidiaries of the Group,
namely CYMCO, MSMCO, FKHF, and GMHF, for the year
of assessment 2006/2007, 2007/2008 and 2008/2009 in
March 2013, March 2014 and March 2015 respectively,
amounted to HK$4,469,958 in aggregate. A tax reserve
certificate of HK$175,000 in respect of the 2007/2008
assessments for the Company, CYMCO, MSMCO, FKHF
and GMHF, pending the outcome of the tax audits and the
objections, was purchased in June 2014. In September
2014, the IRD further issued protective assessment
to GMHF for the year of assessment 2008/2009 to
2010/2011 amounted to HK$106,614 in aggregate
of which a tax reserve certificate was purchased in
November 2014. The Group lodged objections with the
IRD against these protective assessments.
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30.

31.

32.

CONTINGENT LIABILITIES (continued)

Moreover, the IRD issued protective assessment to a
subsidiary of the Group, namely Top Develop Limited,
for the year of assessment 2008/2009 in March 2015,
amounted to HK$165,000. The Group lodged objection
with the IRD against the protective assessment.

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 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.

RELATED PARTY TRANSACTIONS

The remuneration of directors, who are key management
of the Group, during the year are disclosed in note 12.
The remuneration of executive directors, who are also
the key executives of the Group, is determined by the
remuneration committee having regard to the performance
of individuals and market trends.

MAJOR NON-CASH TRANSACTIONS

During the year, HFGC has entered into Equity Transfer
Agreements to dispose its 100% equity interests in FKHF
by two stages at total consideration of HK$481,173,000.
First payment of HK$235,857,000 has been received
from the Purchasers during this year and amount of
HK$245,316,000 will be settled by the end of 2016.

In respect of the disposal of FKHF, transaction costs of
HK$61,055,000 are accounted for as trade, bills and other
payables, at the end of the reporting period.

Further details of the disposal of FKHF are set out in note
29.

During the year, the Group entered into finance lease
arrangements in respect of a motor vehicle with a total
capital value at the inception of the leases of HK$800,000
with initial payment of HK$66,000 being paid, and the
amount has been fully repaid as at year end.
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NOTES TO THE CONSQUKIDATED FINANCIAL STATEMENTS
e MR RRNE

FOR THE YEAR ENDED 31ST DECEMBER, 2014
HE—F—MF+ZA=1T—HIFE

33. SUMMARISED STATEMENT OF FINANCIAL 3B ARAMBMRRARBE
POSITION OF THE COMPANY

2014 2013
HK$’000 HK$' 000
TET FAT
Investment in subsidiaries RB AR ZIEE 566,873 552,958
Amounts due from subsidiaries DN 1,427,567 1,415,640
Deposits and prepayments & RIEMR 504 294
Bank balances and cash RITHEBERE 9,139 9,600
Amounts due to subsidiaries FE B8 A Rk I8 (1,248,603) (1,293,460)
Other payables and accrued charges H b A B R A S (7,211) (6,126)
Taxation payable FEBF IR (645) (526)
747,624 678,380
Share capital [N 72,831 72,439
Share premium &1 4% B 444,000 443,294
Share options reserve AR 23,500 19,266
Retained profits (note) REFE (M) 207,293 143,381
747,624 678,380
Note: MisE -
Details of the movement in the Company's retained profits are AABRBA Bz S ESHIOT -
set out below:
HK$' 000
FAT
At 1st January, 2013 R-—ZT—=%—HF—AH 98,369
Profit and total comprehensive income for the year FEFMBRE2HKERLE 45,012
At 31st December, 2013 R-_T—=%+=-A=+—8 143,381
Profit and total comprehensive income for the year FEFBREEKSAE 38,451
Dividend received B & 25,461
At 31st December, 2014 RZZE—NE+=-A=+—8H 207,293
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31ST DECEMBER, 2014
BE-—F—mE+ A=t —BLFE

34. PARTICULARS OF PRINCIPAL SUBSIDIARIES 34. X EMfBARER
Particulars of the principal subsidiaries as at 31st R-B—NE+-_F=+—BR_-_ZT—=F+—

December, 2014 and 31st December, 2013 are as follows: AZ+—BzZFTENMBRARFBOT :

Proportion of

nominal value
Place of Issued and of issued capital/
incorporation fully paid registered capital
or registration/ share capital/ and voting right
Name of subsidiary operations contributed capital held by the Company Principal activities
HMAL/ BRTRBERE/ KARMBEERATRE/
WEAEARE EXHY BARA EMEARRERZAERS FEEH
2014 2013
% %
Chun Yik (Macao Commercial Macau Ordinary shares 100 100 Trading of corrugated
Offshore) Limited MOP100,000 packaging
E (RPEEBERB) ERAR P LEM%100,0008 % RFakg
Fung Kong Hop Fung Paper Ware Hong Kong Ordinary shares - 100 Provision of management
Factory Limited** HK$100 service
BEEEARRARAR"* 3 ERER100ET RUEEERY
Non-voting deferred shares
HK$3,000,000 (note)
ERZEELER
3,000,000/ ¢ (i3%)
Fung Kong Shing Fung Paper Ware Hong Kong Ordinary shares 100 100 Investment holding
Factory Limited HK$2
BEAEEREERAA BB ERR2ET RERR
Gong Ming Hop Fung Paper Ware Hong Kong Ordinary shares 100 100 Provision of management
Factory Limited HK$100 service
NARERRBARLA BE LER100%E T REER RS

Non-voting deferred shares
HK$3,000,000 (note)

ERFEETR
3,000,000/ 7t (3%)
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e MR RRNE

FOR THE YEAR ENDED 31ST DECEMBER, 2074

BE-F-—mEF-A=1—ALEE

34. PARTICULARS OF PRINCIPAL SUBSIDIARIES 34. T EMB AR ER (&)

(continued)

Place of
incorporation
or registration/

Issued and
fully paid
share capital/

Proportion of
nominal value

of issued capital/
registered capital

and voting right

Name of subsidiary operations contributed capital held by the Company Principal activities
HMAL/ BRTRBERE/ RARAFBEERTRE/
WEAEARE EXHY BARA EMEARRERZAERS TEEH
2014 2013
% %
Green Forest (QingXin) Paper PRC Contributed capital 100 100 Manufacturing and trading
Industrial Limited * US$112,247,803 of containerboard and
(equivalent to approximately corrugated packaging
HK$764,494,899)
HE(BHAEERDA HE BHRAR112,247,803% T RRAREHARELZ
(#11EE 764,494,899 ) HERES
Hop Fung Consultants Limited Hong Kong Ordinary shares HK$2 100 100 Provision of management service
AREBERARLA BE LER2ET REERRYE
Hop Fung Group Company British Virgin Islands/  Ordinary shares 100 100 Investment holding
Limited Hong Kong US$600
RERZHS/EHE  TRR600ET RERR
Hop Fung International Enterprise Hong Kong Ordinary shares HK$2 100 100 Provision of accounting service
Limited
REERREERAA BE LERET R R%
Man Shung (Macao Commercial Macau Ordinary shares 100 100 Manufacturing and trading
Offshore) Limited MOP100,000 of corrugated packaging
ERCRMOBEEEERE) EROA 2P £ 1&100,00012 % IEakzBERES
Top Develop Limited British Virgin Islands ~ Ordinary shares US$1 100 100 Investment holding and
trading of containerboard
hEERAF EBRAHS TakIET REBRREREES
RrtnfRERAR" PRC Contributed capital 100 100 Manufacturing and trading
HK$23,000,000 of corrugated packaging
Gk B #RA23,000,000 Aa% HERES
AR (R BERAR* PRC Contributed capital 100 100 Manufacturing and trading
HK$25,000,000 of corrugated packaging
HE E 4% 725,000,000/ ¢ RFaERERES
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34. PARTICULARS OF PRINCIPAL SUBSIDIARIES
(continued)

Note:

The non-voting deferred shares, which are not held by
the Group, practically carry no right to dividends or to
receive notice of or to attend or vote at any annual general
meeting of the companies. On winding up, the holders of
the deferred shares are entitled to the distribution after
the distribution of HK$100,000,000 million to holders of
ordinary shares, as specified in the articles of association.

Other than Hop Fung Group Company Limited, all
subsidiaries are indirectly held by the Company.

None of the subsidiaries had any debt securities
subsisting at 31st December, 2014 and 31st December,
2013 or at any time during the year.

* ¥

Green Forest (QingXin) Paper Industrial Limited, 85
EHHRERARE and A248M ORI BRAR are
wholly foreign owned enterprises.

During the year, HFGC has entered into Equity
Transfer Agreements to dispose of entire equity
interests in FKHF. Pursuant to the Equity Transfer
Agreements, HFGC has disposed 49% interests of
FKHF to the Purchasers on 23rd December, 2014
and the sale of remaining 51% interests will be
transferred by the end of 2016. Along with those
Equity Transfer Agreements, there are contractual
arrangements between HFGC and the Purchasers,
limiting HFGC's controlling power on FKHF after
completion of the first stage. The two transactions
are considered as a single transaction with the sole
purpose to dispose of FKHF. Further details of the
disposal of FKHF are set out in note 29.

The above table lists the subsidiaries of the Group which,
in the opinion of directors of the Company, principally
affected the results and assets of the Group. To give

detai

Is of other subsidiaries would, in the opinion of the

directors, result in particulars of excessive length.
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4. TEMBLARER (&)

e EREEECRIFARNEERF  BER LW
EHT SRR S - WEUE BE A RME R AR R A F K
B HEIRG EREZER - RIBERE
BEAREHERMANRTE EERHFTEA
A A ) B AR A A 9 K 100,000,000,000,000
BILEBL2HEDK
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FINANCIAL SUMMARY

MBEHE

Year ended 31st December,

BEt+t-A=1t—-HLEE

2010 2011 2012 2013 2014
HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000
FHET FAT FHET FET TR
RESULTS E4
Revenue Wz 1,428,886 1,440,233 1,051,097 1,026,623 1,097,102
Cost of sales HE A (1,167,934)  (1,224,150) (880,542) (853,037) (913,496)
Gross profit EH 260,952 216,083 170,555 173,586 183,606
Other income ot g A 19,317 24,875 11,556 12,666 15,888
Selling and distribution costs ~ $#5& k9 A (80,963) (68,624) (55,714) (60,423) (63,522)
Administrative expenses THRAX (82,325) (71,108) (68,878) (71,602) (75,178)
Other expenses HfA % (15,746) (34,181) (23,717) (23,735) (24,707)
Finance costs B AR (21,126) (24,370) (25,412) (24,737) (21,499)
Changes in fair value of EEAEEEE
unsecured structured NEEZEH
borrowing 297 - - - -
Changes in fair value of TEeMITAE
derivative financial NEEZE
instruments 2,829 (5,815) 18,444 4,329 147
Gain on disposal of a HEKB AR
subsidiary 2 Was - - - = 378,802
Profit before taxation 75 511 ) 8 83,235 36,860 26,834 10,084 393,537
Income tax expense FTSHm X (11,525) (10,067) (6,245) (4,186) (4,365)
Profit for the year, attributable  ZAAFHEA A
to owners of the Company &5 & E A 71,710 26,793 20,589 5,898 389,172
At 31st December,
Rt=A=+—-H
2010 2011 2012 2013 2014
HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000
FHET FAT FHET FET TR
ASSETS AND LIABILITIES BEERER
Total assets BmEE 1,978,055 2,066,021 2,044,395 2,024,335 2,335,806
Total liabilities FEN=E 1,030,089 1,046,216 929,988 874,537 801,357
Total equity attributable RAREEE A
to owners of the Company JElhiER B 947,966 1,019,805 1,114,407 1,149,798 1,534,449

1 28 HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHE




R N i A

HOP FUNG GROWP )P FUNG GROUP HOLDINGS LIMITED



	COVER
	CONTENTS
	CORPORATE INFORMATION
	CHAIRMAN’S STATEMENT
	MANAGEMENT DISCUSSION AND ANALYSIS
	MANAGEMENT PROFILE
	CORPORATE GOVERNANCE REPORT
	DIRECTORS’ REPORT
	INDEPENDENT AUDITOR’S REPORT
	CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
	CONSOLIDATED STATEMENT OF FINANCIAL POSITION
	CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
	CONSOLIDATED STATEMENT OF CASH FLOWS
	NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
	FINANCIAL SUMMARY
	COVER BACK



