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The board of directors (the “Board” or “Directors”)
of Hop Fung Group Holdings Limited (the
“Company”) is pleased to announce the unaudited
condensed consolidated results of the Company
and its subsidiaries (collectively referred to as the
“Group”) for the six months ended 30th June,
2017 together with the comparative figures for the
corresponding period in 2016 as follows:

CONDENSED CONSOLIDATED
STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE
INCOME

For the six months ended 30th June, 2017

Revenue s

Cost of sales HEKAE

Gross profit ES

Other income Hpdg A

Selling and distribution costs  $4& & 9 $4A A

Administrative expenses THHRY

Other expenses Hifx

Finance costs B RS AR

Profit before taxation A E

Income tax expense FrEfHmAY

Profit for the period, VN/NCTE ZEDN
attributable to owners JRE {5 HB ) A1

of the Company
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BE-Z-—tFRA=+tHLAKEA

Six months ended
BEAA=1HLEXREAR

30.6.2017 30.6.2016
—B—+tF ZE—RF

Notes HK$’000 HK$'000
BiiE THET FET

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

4 687,953 518,745
(515,277) (412,168)

172,676 106,577

7,196 6,327

(32,975) (28,051)

(60,128) (41,532)

(14,049) (10,385)

(1,045) (2,507)

5 71,675 30,429
6 (12,313) (5,144)
59,362 25,285




CONDENSED CONSOLIDATED
STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE
INCOME (continued)

For the six months ended 30th June, 2017

Other comprehensive income  EAff &4 2 @ 26

W

PG EEREMEERE
*(E

N>

BE-_Z-tHFAA=+HLKEAR

Six months ended
HEANA=THLAEA

30.6.2017 30.6.2016

—E—+t& ZZ-RF
Notes HK$’000 HK$’000
B =E FExT FHT

(Unaudited) (Unaudited)
(REER) (REERZ)

(expense) for the period: (FX):
ltem that may be HignJpeEsm
reclassified subsequently DEEBH
to profit or loss: Z1BH :
Exchange differences HREIGINERS
arising from ZERERE
translation of
foreign operations 24,151 (32,239)
Total comprehensive income KD AIBEA A
(expense) for the period, G HE2E
attributable to owners of the U5 (FIsY ) 4858
Company 83,513 (6,954)
Dividends paid ERRE 7 35,857 11,953
HK cents HK cents
Bl A
Earnings per share FREAEF
— basic 7%2’& 8 7.45 3.22
- diluted —#hE 7.45 3.08

AuEERRERAT —T—tERHRE 5



CONDENSED CONSOLIDATED B4R B AR R &
STATEMENT OF FINANCIAL

POSITION

At 30th June, 2017 R-ZZE—+tEXA=1H

30.6.2017 31.12.2016
RoB-tF s
AA=TH [ysEngls

Notes HK$’000 HK$'000
Pt sE THT THL
(Unaudited) (Audited)
(REER) (&%)
Non-current assets kRBEE
Property, plant and equipment ¥  BELRE 9 1,295,155 1,250,511
Prepaid lease payments on land ~ + 3t/ RiETE
use rights HEZE 21,924 21,876
1,317,079 1,272,387
Current assets REBEE
Inventories FE 171,778 117,262
Trade and other receivables B 5 REMEKTIE 10 185,196 129,198
Deposits and prepayments Be REMR 34,807 22,288
Prepaid lease payments on land =+t {F FETE <
use rights HEHE 552 544
Bank balances and cash ROBEBEES 220,115 547,601
612,538 816,893
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CONDENSED CONSOLIDATED

STATEMENT OF FINANCIAL

POSITION (continued)

At 30th June, 2017

Current Liabilities
Trade, bills and
other payables
Taxation payable
Unsecured bank borrowings

Net current assets

Total assets less
current liabilities

Capital and reserves
Share capital
Reserves

Total equity, attributable to
owners of the Company

Non-current liabilities
Unsecured bank borrowings
Deferred taxation

EREE M BRI R(E)

R-ZB—tFXA=T1H

nRBAME
8% FBER
Hit MR 11
FERTHIR
BEMBOTER 12

RBEERE

BEEH
REBAE

RARRE
BRA 13
i

FAAEEAEL
BHAR

FRBEME
BEMBROTER 12
ELHA

31.12.2016

RZE—RF
+=-A=+-H

HK$’000 HK$'000
THET THL
(Unaudited) (Audited)
(REER) (BER)
264,512 282,207
11,919 11,638
89,099 263,889
365,530 557,734
247,008 259,159
1,564,087 1,531,546
79,682 79,682
1,424,719 1,377,063
1,504,401 1,456,745
4,964 22,617
54,722 52,184
59,686 74,801
1,564,087 1,531,546

AUEBMBERARAT —T—HERERE '7



\l

CONDENSED CONSOLIDATED G ERBE R
STATEMENT OF CHANGES IN

EQUITY

For the six months ended 30th June, 2017 BE-_Z—+t&XA=tHILXEA

Share
Share Share  Special Translation  options Retained
capital premium reserve reserve  reserve profits Total

Bx  REE #ARE ERGE BRERE REAE 4%

HK$'000 HK$'000 HK$'000  HK$000 HK$'000 HK$'000 HK$000
Tér TEx T Az TEr TEx Téx

At 1st January, 2017 RZE—+F

-A-A 79,682 481,258 (107,444) (31,720) - 1,034,969 1,456,745

Profit for the period ARSI - - - - - 59,362 59,362
Exchange differences  #EEHEH 2

arising from ERZEERSH

translation of forsign ~ Eft 2 ERHEE

operations and total

other comprehensive

income for the

period - - - 24,151 - - 24,151

Total comprenensive 2 ERE LS
income for the

period - - - 24,151

59,362 83,513

2016 Final dividend B =E—~%
and special final RS R
dividend paid KRS > = - -

(35,857)  (35,857)

At30th June, 2017 R-E—+%
~B=TH 79,682 481,258 (107,444) (7,569)

1,058,474 1,504,401
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CONDENSED CONSOLIDATED HRSeREEHR(E)
STATEMENT OF CHANGES IN

EQUITY (continued)

For the six months ended 30th June, 2017 BE-—Z—tEX<A=t+HLAEA

At Tst January, 2016 HZB—7E

-A-A 77,871 470,363 (107,444) 61,632 7,382 970,534 1,480,338

Profit for the period ARSI - - - - - 25285 25285
Exchange differences  BEGHNEK 2

arising from B EER R

translation of forsign ~ Eft2EREE

operations and total

other comprehensive

expense for the

period - - - (32,239) - - (32,239

Total comprehensive ~ EiE2 ERX R
expense for the
period - - - (32,239) - 25285 (6,954)

Recognition of equity- B IAIR1E 45 2 1
seffled share-based IR Z

payments - - - - 253 - 253
Exercise of share fmRE

options 1,811 3,260 - - - - 50M
2015 Final dividend ~ EN-E-1%

paid RS = = = = - (11,953) (11,953

At30th Jung, 2016 RZF—1%E
~A=TR 79,682 473623 (107,444) 29,393 7,635 983,866 1,466,755

Note: B3

Special reserve represents the difference between the BRI EIEA R R B AR ZIRER A
costs of investments in subsidiaries of the Company and Hf B ATEREREEERALERE -
the aggregate amount of the non-voting deferred share ZZE=G&£BEEMKEZWEQT 2K
capital of the subsidiaries and the nominal value of the AEEZ =5 -

share capital of the subsidiaries acquired as a result of the

group reorganisation in 2003.

CHEERRERAT —T—+EhERS 9



CONDENSED CONSOLIDATED BRGERERE
STATEMENT OF CASH FLOWS
For the six months ended 30th June, 2017 BE-ZE—tFANA=1+HLAEA

Six months ended
BEXA=THLEAEA
30.6.2017 30 6.2016

—E—+tfF —E—RF
HK$°000 HK$’000
TEx TR
(Unaudited) (Unaudited)
(REERZ) (REERZ)
Operating cash flows before RBELE iE
movements in working capital fﬁémui 109,778 68,667
Increase in inventories FEEm (54,516) (13,004)
(Increase) decrease in trade B 5 R E A e WRIE
and other receivables (3 00)im > (55,998) 2,731
Increase in deposits e REMFIEM
and prepayments (12,609) (1,356)
(Decrease) increase in trade, 25 EERHEMEN
bills and other payables FIE R ) E 0 (16,699) 36,088
Cash (used in) generated from HE(FR)EE RS
operations (30,044) 93,126
Income tax paid BEMRER (9,497) (946)
Income tax refunded REIFEH 3 -
Net cash (used in) from KREEH(FRIEEZ
operating activities R&FE (39,538) 92,180
Investing activities RETE
Purchases of property, g2/ E
plant and equipment e ] (64,853) (39,883)
Other investing cash flows HikERERE 1,526 1,291
Net cash used in investing REZBFER
activities BEFE (63,327) (38,592)
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CONDENSED CONSOLIDATED
STATEMENT OF CASH FLOWS

(continued)

For the six months ended 30th June, 2017

Financing activities

New bank borrowings raised
Repayment of bank borrowings
Proceeds from issue of shares

Dividends paid

Other financing cash flows

Net cash used in financing

activities

Net (decrease) increase in cash
and cash equivalents
Cash and cash equivalents at

1st January

Effect of foreign exchange rate

changes

Cash and cash equivalents at

30th June

represented by bank balances

and cash

BMEEH
FERITRE
BERITEE
BT PSR
BEAERE
HeRERERE

BEEEHERZ
RERE

RERAELEE
(BD) B
R—A—AH
RERAEEHE
ERBE Y

WAB=tH
RERASEE
RITEHRERS

HRRERERER(E)

BEZZE-tFRA=Z+HLAEAR

Six months ended
BEAA=1THLE<EAR

30.6.2017 30.6.2016
—E—tfF TR
HK$°000 HK$’000
TEx FAT
(Unaudited) (Unaudited)
(REER) (REE%)
52,000 128,050
(244,443) (129,054)

- 5,071
(35,857) (11,953)
(1,045) (2,507)
(229,345) (15,393)
(332,210) 38,195
547,601 151,589
4,724 (3,145)
220,115 186,639

SREEERABRAR —E—tFPHRE
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NOTES TO THE CONDENSED IGL RSk EL
CONSOLIDATED FINANCIAL

STATEMENTS

For the six months ended 30th June, 2017 BE-_Z—+t&XA=tHILXEA
1. GENERAL 1. —Es

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

BASIS OF PREPARATION

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

‘] 2 Hop Fung Group Holdings Limited Interim Report 2017
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PRINCIPAL ACCOUNTING
POLICIES

The interim 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 appropriate.

The accounting policies used in the
preparation of the interim financial statements
are consistent with those followed in the
preparation of the Group’s consolidated
financial statements for the year ended 31st
December, 2016, except as described below.
The interim financial statements should be
read in conjunction with the consolidated
financial statements for the year ended 31st
December, 2016.

In the current interim period, the Group
has applied, for the first time, the following
amendments to HKAS and Hong Kong
Financial Reporting Standards (“HKFRSs”)
issued by the HKICPA:

Amendments to Disclosure initiative

HKAS 7
Amendments to Recognition of deferred
HKAS 12 tax assets for

unrealised losses

Annual improvements
to HKFRSs 2014-
2016 cycle

Amendments to
HKFRSs

The application of the above amendments
to HKAS and HKFRSs in the current
interim period has had no material impact
on the Group’s financial performance and
positions and/or on the disclosures set out
in these condensed consolidated financial
statements.
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4. SEGMENT INFORMATION 4.

The Group’s manufacturing operations are all
located in the People’s Republic of China (the
“PRC)

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

o Containerboard - corrugating medium
and linerboard

o Corrugated packaging — corrugated
paper boards and carton boxes

The following is an analysis of the Group’s
revenue and results by reportable and
operating segments:

Segment revenues and results

For the six months ended 30th June, 2017

7 EE R
A B 2 BTG B E R R e
ZARLMBE(FE]) -

REE 2 7] 2P LD #RAT
REGERHE -

S

o FAIRAR — AR AR R A
o NFEBRE-RFERNAMS

AT IR AT 2 3 S 8 0 =R & oy
ZAREE s R EESIT

2 ER U B SRR

BE_ZT—HFAA=THIER
& A

(Unaudited) (REEZ)
Corrugated ~ Segment
Containerboard Packaging total  Eliminations Consolidated
BRS REE%  ARad B &a
HK$'000 HK$'000 HK$'000 HK$000 HK$'000
TER TiEn TER TER TiEn
REVENUE b
External sales YHiMEE 271,280 410,673 687,953 - 687,953
Inter-segment AEREE
sales 320,012 - 320,012 (320,012) -
Total a5t 597,292 410,673 1,007,965 (320,012) 687,953
RESULT 5
Segment profit ~ AHFHH 53,339 19,381 72,720 - 72,720
Finance costs BB (1,045)
Profit before HATFE
taxation 71,675
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For the six months ended 30th June, 2016

(Unaudited)

BE_T-RFRA=THLER

f&8A

(RigER)

REVENUE

External sales

Inter-segment
sales

Total

RESULT
Segment profit

Finance costs

Profit before
taxation

Inter-segment sales are charged at prevailing

market rates.

s
HIMHE
DHREE

S |
HHHE

HBRA

il

199,583 319,62 518745 = 518,745
248,660 - 248,660 (248,660) =
448,243 319162 767,405 (248,660) 518,745
28,844 4092 3203 = 32,936
(2,507)
30429

o
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5. PROFIT BEFORE TAXATION 5. ®iATFIE

Six months ended
BEZAB=1TRHL~EAR

30.6.2017 30.6.2016

—EB-tF ZERF
HK$’000 HK$’000
FExT FHT
(Unaudited) (Unaudited)
(RIEER)
Profit before taxation has been FATFIEE % (5t A)
arrived at after charging THIEIA -
(crediting):
Cost of inventories recognised R AMET 2
as expenses FEKRE 515,277 412,168
Depreciation of property, plant % « BiE k& E 2
and equipment WE 36,525 35,651
Release of prepaid lease BBl 3 AT
payments on land use rights A& 7E 274 286
Interest income FLEBA (1,057) (6895)
6. INCOME TAX EXPENSE 6. FTEBHIEAX
Six months ended
BEAA=1HLEREA
30.6.2017 30.6.2016
—E—tF —E—RF
HK$°000 HK$’000
FEx FHEIT
(Unaudited) (Unaudited)
(REEERZ) (REEER)
Current tax: BIEAREIA
Hong Kong Profits Tax EAFER 320 150
PRC Enterprise Income Tax R EMER 9,455 892
9,775 1,042
Deferred tax EERIE 2,538 4,102
12,313 5,144

‘] 6 Hop Fung Group Holdings Limited Interim Report 2017



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

The Macau subsidiaries of the Group
incorporated under Decree-Law no.58/99/M
are exempted from Macau complementary
tax (Macau income tax) as long as they
comply with the relevant regulations and do
not sell their products to a Macau resident.

Under the law of the PRC on Enterprise
Income Tax (the “EIT Law”) and
Implementation Regulation of the EIT Law, the
tax rate of the PRC subsidiaries is 25% from
1st January, 2008 onwards.

DIVIDENDS

A final dividend of HK1.5 cents (2015: HK1.5
cents) per ordinary share and a special
final dividend of HK3.0 cents (2015: nil) per
ordinary share in respect of the year ended
31st December, 2016 were paid to the
shareholders of the Company during the six
months ended 30th June, 2017.

The Directors did not recommend the
payment of an interim dividend for the six
months ended 30th June, 2017 and the six
months ended 30th June, 2016.

op

2]
=

S

2

B

FEEMBR Y IRMERE G R
ABAE 2 16.5%5tE o

AEERZBMHBARIRES
58/99/M55 A< AL » 5%
e RPI B CRPIATE

) BIRER

H/B

TXI/R

T ARRER

BERBRBEMAALARLEE

o
an

RIBPBELEMRSBOE([EEMR
BEE]D) REEMEPEEIF
Pl BTN NF-A—Hi -
BB AR Z B ER25% °

g

E_B—LFRA=TRIER
@A BERAAQERRIRNSEE

—

—=

NETZA=+—HIEF

EzREREEREBA1.6H
W(ZT—ARF A58 RE
AR HA IR B = 1% i A% 3.078 1L
(Z2—RF  E\E) -

EETRH
AA=AIEAAARR

ENBEZET—+F

— &
+=—=

—NEFERA=Z+THIENE A MRIE
HRZ P HRE -

%

B

RAR —T—HFhEREs ‘]7



8. EARNINGS PER SHARE 8. BREF
The calculation of the basic and diluted ZiN/NECIE Y SN R ST g
earnings per share attributable to the owners SEAF TR T EIRAE
of the Company is based on the following
data:

Six months ended
BEXA=THLEAEA

30.6.2017 30.6.2016
—E—tfF —TRF
HK$°000 HK$’'000
TER TR
(Unaudited) (Unaudited)
(REEERZ) (REERZ)
Earnings 27
Earnings for the purposes of st EFRAKRN#EE
basic and diluted earnings ARz ZBF
per share 59,362 25,285
30.6.2017 30.6.2016
RISt F AsEty:s
AAB=1+H ~NAB=1H
Number of shares BRHEE
Weighted average number FEEREREBRZ
of ordinary shares for the LB 198
purpose of basic earnings
per share 796,824,000 784,295,686
Effect of dilutive potential HEREERE BT
ordinary shares in respect of ~ #EEL@EBKE 7 HE
share options - 36,785,618

Weighted average number HERESREMN
of ordinary shares for the LB INETHH
purpose of diluted earnings
per share 796,824,000 821,081,304

1 8 Hop Fung Group Holdings Limited Interim Report 2017



9. PROPERTY, PLANT AND
EQUIPMENT

During the six months ended 30th June,
2017 the Group acquired property, plant
and equipment amounting to approximately
HK$64.9 million (for the year ended 31st
December, 2016: approximately HK$131.4
million).

10. TRADE AND OTHER RECEIVABLES

HE-_Z—+tEXA=
IERNEAR  REBREF
64,900,000 /8 T IE & ¥ :
WELREHB(HE-Z A¢
T+ A=+—"BLFE: 4
131,400,000/ 7T) °

10. B35 R H M EWHKE

30.6.2017
R-ZF-t&
~AA=tH
HK$000

THET
(Unaudited)

Trade receivables B HREWHIE
Less: allowance for B RERE
doubtful debts

Other receivables Hib B HIE

Total trade and other receivables B 5 R E A
FEY R IE RS

BUEEERARAR —T—

(RBER)

187,427 130,220

(2,445) (2,406)

184,982 127,814
214 1,384

185,196 129,198

LR RS 1 9



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:

Within 30 days 30HR

31-60 days 31260H
61-90 days 61£90H
Over 90 days B0 H

Included in the Group’s trade receivable
balance are debtors with an aggregate
carrying amount of HK$30,517,000 (31st
December, 2016: HK$4,434,000) 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 41 days (31st
December, 2016: 47 days) based on invoice
dates.
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FPRALEZH 58 NBEMNK
M FARRRZEES - T
ARRERRENERAH (A
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RERBBIRMED 2 8 5 BYGK
AZREDHT

30.6.2017 31.12.2016

R-B—+# RZB—RF
Sl - A=1+—H
HK$’000 HK$'000
TET THL
(Unaudited) (Audited)
(REER) (&)
181,923 123,091
1,716 2,361

348 2,073

995 289

184,982 127,814

NEE 2 E S REWGRIBLEGTE
¥ BR T {B 4 % 530,517,000 7
TTZEWHRB(ZE—RFE+=
B=+—0 : 4,434,000 T) -
ZEFENFERACT B - MA
SEYEGEREHEETER
%o ZEHBERZZMAEBR
BRIESRNREHRZBLE
FER - ZERXF2EEERY
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.\ ~
11. TRADE, BILLS AND OTHER 1. 5  FERHEMESRK
PAYABLES bi]
The suppliers of the Group grant credit AEBZHERRENTFI0E
periods ranging from 30 to 90 days. The QHMEEH - T ARKRE
following is an aged analysis of trade and bills HARERBEZAMZINCES
payables presented based on the invoice date RERENRIBZRED -

at the end of the reporting period:

30.6.2017 31.12.2016
r=g-t5 IR
G ENl A=A

HK$°000 HK$'000
TR TR
(Unaudited) (Audited)
(RBER) (&E=R)
Current ENER 85,896 103,290
Overdue 1 to 30 days BE1E30H 3,902 2,893
Overdue 31 to 60 days BHEI31E60H 689 1,185
Overdue for more than 60 days BHEIG0A M £ 1,953 2,720
92,440 110,088
Payables for the acquisition of BENE BERRZ
property, plant and equipment 2 FERFE 25,145 24,149
Other payables and accrued HiyEAFUARE S
charges (note) (Bsx) 146,927 147,970
264,512 282,207
Note: As at 31st December, 2016, included in other e RZFE—RNF+ZA=+—
payables and accrued charges, amount of H - 5 CE M fE A RIE K e
HK$5,700,000 represented transaction costs 5t 3% HH 2 5,700,000 7T A E
incurred for the disposal of a subsidiary E_EZ-NFEF_A=+—
(please refer to note 16 to the financial ALtFEEHENRBAR(FS2
statements) during the year ended 31st MM BImKRMTI6)IELEZ
December, 2014. R ©
The average credit period on purchases of BEEMzFHEEHR46H
goods is 46 days (31st December, 2016: (ZB—XRE+=A=+—8":
52 days). The Group has financial risk 520) - AEEFEVBHRARE
management policies in place to ensure that BECR - ABRFTA B 3RIE S
all payables are within the credit time frame. EEEHRABE -

SUEEERARAT —E—ERERS 2‘]



12. UNSECURED BANK

BORROWINGS

Unsecured bank borrowings comprise:

12, BEFRTEE

BERRITEERR

30.6.2017
R=Z-t&
NAZTH
HK$’000
TET
(Unaudited)
(REBER)

Bank loans
Other bank borrowings

The bank loans obtained by the Group were
used to finance the acquisition of property,

plant and equipment.

13. SHARE CAPITAL

Ordinary shares of
HK$0.10 each

Authorised:
At 1st January, 2017 and
30th June, 2017

Issued and fully paid:
At 1st January, 2017 and
30th June, 2017

RITER 94,063
ERiTEE =

146,460
140,046

94,063 286,506

REEEFFERITER T BRBE
UEEME - BFE k&

13. A&
Number of Share
ELET capital
REEE (&S
HK$’000
TERT
BIREE10E T
el
EERA :
RZZ—t%—-A—H
kR=ZZ—tF~A
=+H 1,000,000,000 100,000
BEITRERRA :
R-Z—+F—A—H
RZZ—tFXA
=l 796,824,000 79,682

2 2 Hop Fung Group Holdings Limited Interim Report 2017



14. CAPITAL COMMITMENTS 14, EXRERE

30.6.2017
R-B-—+t&
AA=1H
HK$°000

TET
(Unaudited)
(REER)

Capital expenditure in respect of ~ DETHVBEARR KT ER

the acquisition of plant and EHEEHBRE
equipment contracted for REBZBERE
but not provided in the WEEERR S

unaudited condensed

consolidated financial
statements 20,788 8,035

15. RELATED PARTY TRANSACTIONS 15 BEALXRS

Key management compensation: TEETEASMS :

Six months ended
HEANA=THLXEAR

30.6.2017

—E—tfF

HK$°000

FiEx

(Unaudited)

(REBERK)

Salaries, bonuses and B2 I AN

other benefits HipizF 17,729 10,925
Post employment benefits RIFEER % 2B F 180 144

SUEEERARAT T tERHRS 23



16. DISPOSAL OF A SUBSIDIARY

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
Fung Kong Hop Fung Paper Ware Factory
Limited (“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). A cash consideration of
HK$235,857,000 was received and a cash
consideration receivable of HK$229,068,000
was recognised at fair value during the year
ended 31st December, 2014.

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 was
transferred on 21st December, 2016. Along
with those Equity Transfer Agreements, there
were contractual arrangements between
HFGC and the Purchasers, limiting those
HFGC’s controlling power on FKHF after the
completion of the first stage.
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EREEZRE  HFGCRE
HEMZESEFRESARBE
HFGC2EAKI B AR —BHEAZ
HamERAR(TEEEE])Z
51% K A49% e - BIRSREE
A B2 #380,000,0007T (#HE H
481,173,000/87C) - HEZ=F
—MME+ - A=+—HBI-FEH
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IR e E AT o PR BB BR AT
WHRE—RBEEXERFANT
oo R 2% PR (8E49%
BE)ER=ZTE—NF+=A
Z+=B%K ' B T51%#E=
BER=_E—R"EF+=-A=+—H
iR BEFZEREEER
#  HFGCHZEBEFIIMLAH
ZHE - BRI TRE PR TKIE
HFGCR Bl & & 2 = Hil#E -



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 considered
the overall commercial effect of the two
transactions was 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 were treated as a single
transaction whereby the Group 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
was 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,
was recognised in profit or loss during the
year ended 31st December, 2014,

During the year ended 31st December,
2016, change of present value in respect
of the receivables from disposal of
FKHF and the corresponding exchange
difference amounting to HK$8,335,000
and HK$13,616,000 respectively, were
recognised in other expenses and the whole
amount of cash consideration receivable from
disposal of a subsidiary was received during
the year ended 31st December, 2016.
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B

BIEZELTHE (TR EERRE
ERFFEZBERTRIN)Z
B IR A AR E 2 &5
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SRZEEEEYERLYERE
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F-REBEERETBAEEN
ERBEALZHBER - A
It ZERHIWEAEE—RH -
MAEBRR S ZE—FEETK
AEREAHBEMA L 2 IEHIH# -
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IEFE HEREGEZ K=
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17. CONTINGENT LIABILITIES

The tax audits conducted by the IRD on
the Company and certain of its subsidiaries
in respect of the years of assessment
2004/2005 to 2010/2011 are still on-going.

The IRD had previously issued estimated/
additional assessments to the Company and
certain subsidiaries of the Company in June
2006, October 2006, March 2011, March
2012, March 2013, March 2014, September
2014, March 2015 and December 2015
amounting to HK$30,441,000 in aggregate.
The Group had lodged valid objections with
the IRD against the relevant estimated/
additional assessments.

Subsequent to the lodgement of the
objections of the Group, tax payment of
HK$1,993,000 was made during the year
ended 31st December, 2006. Also, banker’s
undertakings of HK$3,828,000 were arranged
by the Group and had been accepted by
the IRD as security for the payment of the
above-mentioned tax. Further, tax reserve
certificates of HK$3,499,000 in aggregate,
in respect of 2005/2006 and 2007/2008 to
2010/2011, pending the outcome of the tax
audits and the objections, were purchased
in December 2006, June 2014, November
2014, June 2015 and March 2016.

As for the other estimated/additional
assessments, the Directors are of the view
that the Group is more likely than not to
successfully argue that the income of these
subsidiaries was not sourced in Hong Kong
and also these subsidiaries were not carrying
on business in Hong Kong, hence, it is
not probable for the Group to be required
eventually to settle the taxes demanded under
those assessments.
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In March 2017, the IRD further issued
estimated/additional assessments to the
Company and certain subsidiaries of the
Company in respect of year of assessment
2010/2011 demanding for tax in dispute
of HK$30,030,000 in aggregate, including
an aggregate of HK$29,700,000 in four
assessments issued with the same amount of
assessable profit to the Company and these
subsidiaries, in the opinion of the Directors,
pending for ascertaining of which of them
should be taxed (if any). The Group had
lodged objections with the IRD against these
estimated assessments in April 2017 (i.e. by
the deadlines).

The Directors consider that whilst the tax
audits are still on-going, the IRD has issued
the protective assessments for the years of
assessment from 2004/2005 to 2010/2011
to the Group in order not to jeopardise the
assessment powers of the IRD which will be
time-barred after 6 years of assessment. The
Directors believe the Group is more likely
than not to successfully pursue the offshore
claims and their tax filing position, therefore it
is not probable for the Group to be required
eventually to settle the potential tax liabilities.
Accordingly, the Directors consider that no
additional provision for Hong Kong Profits
Tax in respect of the tax audits for the years
of assessment 2004/2005 to 2010/2011
is necessary as at 31st December, 2016.
However, the ultimate outcome of the tax
audits is uncertain and the potential tax
liability cannot be ascertained with certainty at
the present stage.
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MANAGEMENT DISCUSSION AND
ANALYSIS

BUSINESS REVIEW

The Chinese government’s aggressive measures
on environmental protection and the elimination
of outdated capacity have brought about
improvements to the over-supply situation in the
corrugated packaging industry. In the middle of the
fourth quarter of 2016, tight supply in corrugated
products squeezed prices massively upwards and
reached new highs at the end of 2016. The demand
in corrugated products fell back after the Chinese
New Year period of 2017 and prices pulled back
but not down to previous levels. The under-supply
situation resurfaced towards the end of the second
quarter of 2017, and selling prices have bounced
back.

As more than 80% of the Group’s revenue is
domestic whilst some of the main raw materials,
namely wastepaper, are sourced in US dollars,
fluctuations in Renminbi exchange rates have an
impact on the Group. Renminbi exchange rates
have stabilized in the first quarter of 2017 following
the depreciation in 2016, and appreciated again
in the second quarter of 2017. Although it did not
return to the same level as the same period of last
year, higher exchange rates alleviated some of the
pressure on the Group.

The Group’s revenue rose by 32.6% in the first
half of 2017 compared to the first half of 2016,
due to higher average selling prices; sales volume
were flat. Upstream containerboard (corrugating
medium and linerboard) and downstream
corrugated packaging (corrugated paper boards
and carton boxes) accounted for 40% and 60%
of total revenue, respectively. Compared to the
same period of last year, the first half of 2017
saw upstream revenue rising by 38.9% and
downstream revenue rising by 28.7%. Changes to
the Group’s sales mix between the upstream and
the downstream arise from fluctuations in selling
prices and Renminbi exchange rates as well as the
Group’s flexible sales strategy based on changes in
market demand.
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The Group’s main raw materials, wastepaper, saw
substantial increases in average prices in the first
half of 2017, up around 35% to 45% compared
to the first half of 2016. Fortunately, the Group
was able to pass on our cost increases to our
customers, which combined with stringent cost
control and reduced wastage, keeping overall
cost increases at relatively restrained levels. The
Group’s improved liquidity position also helped
reduce finance costs. As a result of these factors,
the Group’s profit rose significantly in the first half
of 2017.

The Group’s inventory level was slightly higher as
at 30th June, 2017 than the level at the end of last
year because of anticipating strong demand ahead
of the peak season. Raw materials prices as at
30th June, 2017 were more than 20% higher than
the prices at the end of last year. That said, the
Group’s overall financial situation remained very
healthy as at 30th June, 2017, with ample liquidity,
significantly lower total borrowing levels, and nearly
zero bad debts.

FINANCIAL REVIEW

Operating results

There was an increase in revenue by 32.6%,
from HK$518.7 million in the first half of 2016
to HK$688.0 million in the first half of 2017,
primarily resulting from the increase in selling
prices. The Group strived to control cost, pass
on the cost increases to customers and enhance
the production efficiency, leading to a significant
improvement in gross profit margin from 20.5% to
25.1%. Cost of sales increased 25.0% and gross
profit surged 62.0%.

Other income slightly rose from HK$6.3 million
to HK$7.2 million, as a result of increases in
bank interest income and selling prices of scrap
materials.
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Selling and distribution costs increased 17.4%,
rising from HK$28.1 million to HK$33.0 million. The
rise was attributed to the increase in transportation
costs.

Administrative expenses climbed from HK$41.5
million to HK$60.1 million. The increment was
predominantly due to rise in staff cost and provision
for performance bonus.

Other expenses increased from HK$10.4 million
to HK$14.0 million. It was mainly contributed by
the exchange loss arising from the depreciation of
Renminbi.

The decline in finance costs by 60.0%, from
HK$2.5 million to HK$1.0 million, was owing
to lower interest rate and bank borrowing level
throughout the first half of 2017.

EBITDA (earnings before interest, tax, depreciation
and amortization) increased HK$41.3 million, from
HK$68.2 million to HK$109.5 million. Profit for the
period rose HK$34.1 million, from HK$25.3 million
to HK$59.4 million, representing an increase of
134.8%. Basic earnings per share increased from
HK3.22 cents to HK7.45 cents.

Liquidity, financial and capital
resources

At 30th June, 2017, the Group’s total cash and
cash equivalents were HK$220.1 million (31st
December, 2016: HK$547.6 million), mostly
denominated in Renminbi and Hong Kong Dollars.
The fall was primarily due to repayment of loans in
the first half of 2017 after receiving the remaining
proceeds from the disposal of a subsidiary in
December 2016.
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Net current assets and current ratio of the Group
as at 30th June, 2017 were HK$247.0 million (31st
December, 2016: HK$259.2 million) and 1.68 (31st
December, 2016: 1.46) respectively.

The Group spent HK$64.9 million on capital
expenditure, basically for the upgrade projects of
production facilities and environmental protection
facilities in the first half of 2017.

The average inventory, debtors and creditors
turnover days were 54 days (31st December, 2016:
42 days), 41 days (31st December, 2016: 47 days)
and 46 days (31st December, 2016: 52 days)
respectively.

The total bank borrowings declined to HK$94.1
million as at 30th June, 2017 (31st December,
2016: HK$286.5 million). Gearing ratio fell to 6.3%
(31st December, 2016: 19.7%). The current bank
borrowings fell HK$174.8 million and non-current
bank borrowings declined HK$17.6 million. The
balance for bank balances and cash net of total
bank borrowings amounted to HK$126.0 million
(81st December, 2016: HK$ 261.1 million).

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.
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OUTLOOK

With the tense global geo-political situation, the
possibility of the US Federal Reserve raising
interest rates and rising raw materials prices, the
second half of 2017 is poised for another period
of uncertainty. That said, with Renminbi exchange
rates rising, and effective environmental protection
measures from the Chinese government reducing
raw materials supply, we expect the Chinese
economy to maintain stable growth and drive
market demand for corrugated packaging.

The Group will proceed with technical improvements
towards our upstream production facilities in order
to raise capacity and efficiency at minimal cost,
relieving the pressure from rising production costs.
The Group will continue to grasp the advantages
and opportunities from our vertically integrated
business model, maintain our healthy financial
situation and business infrastructure and deliver
satisfactory returns to our shareholders. At the
same time, the Group will strengthen our attention
to environmental protection and contribute to the
wider society.
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DISCLOSURE OF INTERESTS

DIRECTORS’ INTERESTS IN
SHARES, UNDERLYING SHARES
AND DEBENTURES

At 30th June, 2017, 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 of the
SFO, or as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed
Issuers, were as follows:

EERKRG HEROKES
2 FE

RZE—+EXA=1H REBAQ
AIRBEESRARGN([EHFLAR
&5 1) 35218 2 M E BTF 2 Z e fit
Fracsk - sUiRIE EMBITAZEFETT
BERGHNEZETUEAEERRAT R
B FTE - EERARQE REMEEE
E(EEREBELHMBPEEHEXVE) Z
B - HEERG RESFREE 2=
AR ¢

(a) Shares (a) &
Mr. Hui Sum Kwok Company nterest of controlled 385,058,793 shares 48.32%
SRALE Y] corporations Long position (Note 1)
RELEER 385,058,793
fFafi)
Mr. Hui Sum Kwok Company Beneficial owner 26,581,411 shares 3.34%
SRELE NG ERAA Long position
26,581 411515
i
Mr, Hui Sum Kwok Company Interest of spouse 750,000 shares 0.09%
R A7 kR ER Long position
7500008
2
Mr. Hui Sum Ping Company Founder of a discretionary trust/ 385,058,793 shares 48.32%
TRTRE LY interest of controlled Long posttion (Note 1)
corporations 385,058,793 R 3
RERTALA/ fFe(f)
REtEES

SUEEERARAT —E—ERERS 33



Name of Director

f £:8

Mr. Hui Sum Ping
FRTRE

Mr. Hui Sum Ping
FHTEE

Mr. Hui Sum Tai
SRR

Mr. Hui Sum Tai
FREEE

Ms. Hui Yuen Li
Riorila

Mr. Chee Man Sang, Eric
BRERE

Mr. Yip Kwok Kwan
ganrs

Mr. Yip Kwok Kwan
gangt

Company/Name
of associated

corporation

79\
Company
YN

Company
LN

Company
LN

Company
LN

Company
LN

Company
AR

Company
LN

Company
LN

Capacity
5%
Beneficial owner

EEEAA

Interest of spouse

kfER

Interest of a controlled
corporation

REnAEs

Beneficial owner

BN

Beneficial owner

EGBEA

Beneficial owner

ELHEA

Beneficial owner

BN

Interest of spouse

EfEs
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Number and
class of securities

b GV

63,780,000 shares
Long posttion

63,780,0008%13
i

4,936,000 shares
Long posttion

4,936,000 %3
#e

Nil (Note 1)
a(kit)

28,141,189 shares
Long posttion

28,141,189% R 3
#e

750,000 shares
Long posttion

750000
i8

96,000 shares
Long posttion

96,000 %13
i

200,000 shares
Long posttion

2000008
e

400,000 shares
Long posttion

4000008
e

Approximate
percentage
of issued
share capital
HERfTRE
RARAM

8.00%

0.62%

3.53%

0.09%

0.01%

0.02%

0.05%



Name of Director

f £:8

Mr. Hui Sum Kwok
RIS

Mr. Hui Sum Ping
FHTEE

Mr. Hui Sum Tai
FREEE

Mr. Hui Sum Kwok
FRERE

Mr. Hui Sum Ping
FRTRE

Company/Name
of associated

corporation

A28/

il B

Hop Fung Industries
Limited (*Hop Fung
Industries’)

Hop Fung Industries

Hop Fung Industries

Hop Fung Industries
(Holdings) Limited
(*Hop Fung
Indlustries BVI')

Hop Fung Industries BVI

Capacity

5%

Interest of a controlled
corporation

RiErREs

Founder of a discretionary trust/
interest of controlled
corporations

PEERETA/

XErERE

Beneficial owner

BN

Beneficial owner

EGBEA

Beneficlal owner/founder of
a discretionary trust/interest
of a controlled corporation
ERlEEA/
2EfseTA/
REtERs

SUEEZERARAT —T—LEhHRE 3 5

Number and
class of securities

b GV

7,474 shares of US$0.01 each
Long postion (Notes 1and 2)

TATARERERE 0 01ET 2R
e (s1R2)

7,474 shares of US$0.01 each
Long position (Notes 1 and 2)

TATIRERAE 001ZTZRA
(k)

2,526 shares of US$0.01 each
Long position (Notes 1 and 2)

2506 R BRAE0IET KA
(k)

5,000 shares of USS0.01 each
Long posttion (Notes 1 and 3)

5000 S REE01Z T R
FA(HE1IRS)

5,000 shares of US80.01 each
Long postion (Notes 1 and 3)

5000 ERER001ELL (A
B 1R3)

Approximate
percentage
of issued
share capital
HERfTRE
RARAM

T4.74%

T474%

25.26%

50%

50%



Company/Name
of associated
corporation Number and
Name of Director 58/ Capacity class of securities
£ 1:24 il yA kA 5% A5HAREH
Mr. Hui Sum Kwok Gong Ming Hop Fung~ Interest of controlled 3,000,000 non-voting
TRERE Paper Ware corporations deferred shares of HK$1 each
FactoryLimited ~ SHEEEER Long and short positions
(*Hop Fung GM’) (Notes 1and 4)
MRAERRFARAT 3000000REHREE AL,
([582%]) ERZEELR
e RHE (i Re)
Mr. Hui Sum Ping Hop Fung GM Founder of a discretionary trust/ 3,000,000 non-voting
TRTAE LN interest of controlled deferred shares of HK$1 each
corporations Long and short positions
PEERETA/ (Notes 1 and 4)
REEEER 3,000,000k SREEIETL
ERZEELR
R Rk (it Re)
Mr. Hui Sum Tai Hop Fung GM Interest of a controlled Nil (Notes 1 and 4)
SRRRE O corporation/short (M Re)
posttion of a controlled
corporation
REEEEs/
REEENE
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Approximate
percentage
of issued
share capital
HERfTRE
RARAM

100%

100%



Notes:

1.

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 50%, 11.81%
and 38.19% by Mr. Hui Sum Kwok, Mr.
Hui Sum Ping and Goldspeed Holdings
Limited (“Goldspeed”) respectively.
Goldspeed is wholly owned by Goldkeen
Assets Management Limited (“Goldkeen”)
and Goldkeen is wholly owned by HSBC
International Trustee Limited (“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.

op

GEE

% 385,058,793 i i% 17 A Hop
Fung Industries # & ° Hop
Fung Industries 2 21T IR A 5
AleaHop Fung Industries BVI
RARTREERBT474% R
25.26% °

Hop Fung Industries BVI
ZEBETRAD A AR
EE CTHRFEFRER
Goldspeed Holdings Limited
([ Goldspeed | ) # & 50% -
11.81% 2.38.19% ° Goldspeed
FiGoldkeen Assets Management
Limited ( [ Goldkeen | ) & & #
& i Goldkeen B HSBC
International Trustee Limited
(THSBCJ) LAHSP 2004 Family
Trust2sEAZE D2 EHE -
ZiEEA—HR2REER - Hal
YARHARTELE  2RE
AURBETRTEEZR
EKE - Bt - REZBSHR
BRG] - FFAREIE A R
RIEEZBRBERERZ
385,058,793/ i fn 2 #Ews ©

Hop Fung Industries J3 22 7]
ZERAR - ARBEIESRR
HEED - BARA R ZAEHE
> Hop Fung IndustriesZ &
BEBETRARI00ET © 5
7$10,000 f% & A H H0.01 3%
T2 & - 2 AlEHop Fung
Industries BVIN&FF#rZR % £
B7,4740% % 2,526/ - BRIFF
FREBERD - FRBEEER
HFRFEEHEHR ABEAHOp
Fung Industries 7,474 R%& R
EE0.01E TR 1D 2 1o ©
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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 5,000, 1,181 and 3,819 shares
by Mr. Hui Sum Kwok, Mr. Hui Sum Ping and
Goldspeed respectively. Under the SFO, Mr.
Hui Sum Ping is interested and deemed to be
interested in an aggregate of 5,000 shares of
US$0.01 each in Hop Fung Industries BVI.

Hop Fung GM is a subsidiary of the Company
and therefore an associated corporation
of the Company under the SFO. The entire
issued share capital of Hop Fung GM is
HK$3,000,100 divided into 100 ordinary
shares of HK$1 each and 3,000,000 non-
voting deferred shares of HK$1 each. The
3,000,000 non-voting deferred shares of
HK$1 each in Hop Fung GM are beneficially
owned by Hop Fung Group (HK) Limited
(“Hop Fung Group HK”) which is owned as
to 91.43% and 8.57% by Hop Fung Holdings
Limited (“Hop Fung Holdings (BVI)”), and Mr.
Hui Sum Tai respectively.

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

(b) Share options

During the six months ended 30th June,
2017, no outstanding share options were
available for issue under the Company’s share
option scheme.

Other than as disclosed above, none of the
Directors nor their associates had any interests or
short positions in any shares, underlying shares or
debentures of the Company or any of its associated
corporations as at 30th June, 2017.
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1% % 8 B 3,000,000 B% &%
HEIBTZAEAHARRE
IRTER - Bt « IRIBFEHF K
BRG] - FPARE A RETAR
FREHWR AEAREER
W% P 5% (BB AR A P I 2 48
RN Z KA -

(b) EERRHE

BE_ZT—HEFRA=THLRX
BA AR EAR BB
BIR BT Z WRTTE RS -

BEXHBEIN  RZFB—LF KA
=tH BERREZBEALHE
AR A Sk B AT AT AR B A B 2 () B
o~ KD HESTEE TR &R

RAR -

RARAT —T—LERERE 89



SUBSTANTIAL SHAREHOLDERS’

INTERESTS IN SHARES,
UNDERLYING SHARES AND

DEBENTURES

As at 30th June, 2017, 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 by the Company
pursuant to Section 336 of the SFO, or as

otherwise notified to the Company:

Name of shareholder
RR#48E/ 14

Hop Fung Industries

Hop Fung Industries BVI

Goldspeed

Goldkeen

HSBC

Mr. Hui Sum Kwok

ARELE

Mr. Hui Sum Ping
TR

Capacity
&%

Beneficial owner

EafAA

Interest of a controlled corporation
REEEER

Interest of controlled corporations
REEEER

Interest of controlled corporations
g L

Trustee of discretionary trust
REERRTA

Beneficial owner/interest of
controlled corporations/
interest of spouse

BREAA/REEER/
REzER

Beneficial owner/founder of
a discretionary trust/interest
of controlled corporations/
interest of spouse
EREAN/2RERALA/
RitEER /BB RS

Number of
issued
shares held
BHEERM
RGEE

385,058,793

385,058,793

385,058,793

385,058,793

385,058,793

412,390,204

453,774,793
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Number of
share
options held
fi%
BREHE

Note(s)
i

1

1,2,3,4

1,2,3,4

1,2,3,4

1,2,8,5

1,2,3,4,6

TERRRKRMD - HERSO R
BEzER

RZZE—tFRXA=+TH BREARQ
R RES R RGO B30 HEFE
ZEBRMALEXBITHEERLRA
THIBRR AR R B SR AR B A A
BABRIORE -

Approximate
percentage of
issued share
capital
HERTRE
BARAL

48.32%

48.32%

48.32%

48.32%

48.32%

51.75%

56.94%



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.

38 The issued share capital of Hop Fung Industries BVI
is owned as to 50%, 11.81% and 38.19% by Mr.
Hui Sum Kwok, Mr. Hui Sum Ping and Goldspeed
respectively.

4. 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.

5. Of 412,390,204 shares, Ms. Wong Mui is directly
interested in 750,000 shares and is deemed to be
interested in 411,640,204 shares of the Company
under the SFO as she is the spouse of Mr. Hui Sum
Kwok, a Director and a substantial shareholder of
the Company.

6. Of 453,774,798 shares, Ms. Jian Jian Yi is directly
interested in 4,936,000 shares and is deemed to be
interested in 448,838,793 shares of the Company
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 30th June, 2017.
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OTHER INFORMATION

INTERIM DIVIDEND

The Directors did not recommend the payment of
an interim dividend for the six months ended 30th
June, 2017 (six months ended 30th June, 2016:
nil).

HUMAN RESOURCES

As at 30th June, 2017, the Group and the
processing factory employed a total workforce of
around 1,100 full time staff (31st December, 2016:
1,100). 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.

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
emphasize 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 six months ended 30th
June, 2017, except with the following deviations:
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Code Provision A.2.1

° 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

° 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 Directors only
but not the senior management.

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 six months ended
30th June, 2017.
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\l

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 six months ended 30th
June, 2017.

MODEL CODE FOR SECURITIES
TRANSACTIONS

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

REVIEW OF ACCOUNTS

The audit committee has reviewed with the
management the results announcement and
the unaudited condensed consolidated financial
statements of the Group for the six months ended
30th June, 2017 and has discussed internal control
and financial reporting matters including the review
of accounting practices and principles adopted by
the Group.

APPRECIATION

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

On behalf of the Board
Hui Sum Kwok
Chairman

Hong Kong, 29th August, 2017
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