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CHAIRMAN'S STATEMENT
EEHRE

On behalf of the Board of Directors of Hop Fung Group
Holdings Limited (the “Company"” and with its subsidiaries, the
“Group”, "us”, "our” or “we"), | am delighted to present to

our Shareholders our 2011 annual results.

Looking back on 2011, companies around the world faced a
difficult business environment, from anemic economic recovery
and the spread of the European debt crisis, to natural disasters
in Japan and Thailand, tightening credit in China, over-supply
and on to the closure of smaller companies, rising inflation and
labour shortages. Despite all these challenges we managed
to grab the opportunities afforded from the growth of the
Chinese economy, thanks to two decades of experience and
our sensitivity towards economic cycles, sentiment trends and
policy changes. We have managed to develop our markets and
solidify our share of the domestic market. Despite the drop in
export sales we have still managed to keep revenue stable.

In the first half of 2011, our Qingyuan facility saw the launch of
a new downstream production line, raising production capacity
by around 10% and supplementing the growth of domestic
sales. We have flexibly deployed upstream containerboard
production and developed new customers to raise our sales
volume, which translated to significant sales growth on
the back of high selling prices. We have also improved and
fine-tuned our production processes and electricity supply
equipment to reduce raw materials wastage and energy
use, keeping earnings stable despite sharp increases in raw
materials and other costs.

In the second half of 2011, the worsening European debt
crisis, the Standard & Poor's downgrade of the United States
sovereign rating, tightening credit in China and rising inflation
dented market demand and selling prices, notwithstanding that
costs continued to rise. The Group’s management moved its
sales policy towards shorter cycle products, selected quality
customers and reduced inventory by balancing demand and
production. We have also tightened capital expenditure and
operating cost controls, staff headcount and financial resources
to ensure stable funding for the Group.

Despite lower utilisation and a decline in earnings we
managed to achieve modest growth in revenue. The Group's
management strived to control selling and administrative
expenses and kept production efficient even as labour cost
and headcount fell. Our currency hedging measures were
also effective. Inventory, receivables and net gearing levels all
came down and bad debts remained close to zero. Our funding
remains stable and our financial situation is still secure.
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CHAIRMAN'S STATEMENT
EEHRE

The coming vyear is filled with challenges and opportunities.
The Group does not believe the United States or European
economies will see improvements. Production costs are
rising in China, which will weigh on the Group's performance.
Despite this, the rise in income in China should drive demand
for consumption and hence for corrugated packaging products.
Our facilities in Dongguan, Shenzhen and Qingyuan give
us geographic supply advantages as well as economies of
scale. The Group's vertically integrated business model also
gives us flexibility, supplying to our customers economically
advantageous packaging products that also meet their needs in
pace, effectiveness and flexibility, creating a win-win situation
for us and for our customers.

The Group is striving for stable growth on the back of market
development and production capacity growth, keeping
operating costs spending effective and stable. The Group is
still managed on the principle of maintaining profitability and
minimising risk, increasing our competitiveness. When the
business environment improves we will be in a position to
improve returns through pricing power and transferring our
costs to our customers in a reasonable manner.

As a whole, we see the China market as offering the best
growth potential in the next few years despite volatility in
growth rates due to various factors. We see economic growth
momentum as sustained by real forces and we feel assured
that we can bring better returns to shareholders as we stick to
our strategy of maintaining our financial strength, looking for
gains in a stable environment, and solidifying our position.

Last but not least | would like to take the opportunity to thank
the management and our staff for their hard work in the
last year and be grateful to the support from our customers,
suppliers, bankers and investors. We will strive to continue to
bring long term and satisfactory returns to our Group and our
shareholders.

Hui Sum Kwok
Chairman
29th March, 2012
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWE D

BUSINESS REVIEW

In 2011, export sales fell 27% due to a worsening environment
in the United States and Europe as well as the slow global
economic recovery. The 9.2% growth in Chinese GDP however
helped drive domestic sales up by 25%. With domestic sales
growth offsetting the decline in exports, the Group's overall
sales rose slightly, with domestic sales accounting for over
60% of total sales in the year and over 70% in the fourth
quarter, pointing to solid market share in the domestic market
for the Group. The upstream and downstream businesses
accounted for 15% and 85% of sales, compared to 11% of
sales last year, illustrating the development potential of the
upstream.

Upstream containerboard (corrugating medium and linerboard)
sales rose by 37% in the year, with sales volume up by 30%
as the Group added new customers and managed production
flexibility through its vertically integrated business model.
Upstream utilisation reached 78%, same level as last year.
Downstream corrugated packaging (corrugated paper boards
and carton boxes) saw sales decline by 8% year on year in
volume terms and 4% in sales terms. Although the Qingyuan
plant's new production line started operations in the second
quarter, demand fell in the second half, which pushed down
equipment utilisation from 88% to 76%.

Average selling prices for upstream and downstream rose
5.4% and 2.7% respectively, but the rise in costs pressured
margins. Prices for waste paper and coal, and labour costs
rose on average by over 10%, and new china duty and taxes
were introduced. Although the Group managed to transfer
some costs to customers, the increase in various expenses
still significantly exceed the rise in selling prices, weighting on
profits for the Group.

FINANCIAL REVIEW
Operating results

The Group recorded a slight increase in revenue, from
HK$1,428.9 million in 2010 to HK$1,440.2 million in 2011. The
overall average selling price rose 3.1% while the fall in sales
volume in the second half of the year offset against the rise in
the first half of the year.

High raw material costs led to rise in cost of sales by 4.8%,
from HK$1,167.9 million to HK$1,224.2 million. As the Group
was unable to pass on higher costs to customers, gross profit
dropped 17.2%, representing HK$216.1 million. Gross profit
margin shrunk to 15.0% from 18.3%.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWKk DT

Other income surged 29% from HK$19.3 million to HK$24.9
million. HK$9.1 million was contributed by the tax, tax interest
and penalty arisen from the tax audit case, and could be
reimbursed from the shareholders of the group before listing.
Apart from the above, other income slid 18.2% which was
mainly attributable to less canteen service income received
from the reduced number of staff.

Selling and distribution costs fell 15.3% from HK$81.0 million
to HK$68.6 million. The sharp decrease was primarily due to
reduction in sales commission rate for low-margin products.

The decline in administrative expenses by 13.6% from HK$82.3
million to HK$71.1 million was mainly owing to the drop in the
number of staff and drop in salaries accordingly.

Other expenses surged 117.8% from HK$15.7 million to
HK$34.2 million. HK$7.1 million was contributed by the
tax interest and penalty charged by the Inland Revenue
Department in Hong Kong (“IRD") for the tax audit case. Apart
from the above, other expenses surged 71.8%. The surge was
due to (i) china duty charged for higher domestic sales level
and new duty incurred in 2011, and (ii) the reversal effect from
provision for bad debts in 2010.

EBITDA (earnings before interest, tax, depreciation and
amortisation and unrealised change in fair value of derivative
financial instruments) fell 14.8%, from HK$172.6 million to
HK$147.0 million.

Additional bank loans were raised to finance the acquisition for
a new downstream production line and the technical upgrades
to upstream production lines in Qingyuan city. In addition,
more short-term loans were raised for financing high-cost raw
materials, leading to higher finance costs. As a result, finance
costs rose 15.6%), from HK$21.1 million to HK$24.4 million.

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

Profit from operation (profit for the year exclusive of changes
in fair value of unsecured structured borrowing and derivative
financial instruments except net cash inflow from settlement
of derivative) slid to HK$38.6 million from HK$71.3 million. The
great fall by 45.9% was mainly due to high raw material costs.
The profit margin from operation fell from 5% to0 2.7%.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWE D

Profit for the year fell 62.6% from HK$71.7 million to
HK$26.8 million. In addition to the high raw material costs,
the unrealised change in fair value of derivative financial
instruments (without cash effect) led to such decline. Basic
earnings per share dropped accordingly to 5.55 HK cents (2010:
14.85 HK cents).

Liquidity, financial and capital resources

At 31st December, 2011, the Group’s total cash and cash
equivalents were HK$299.7 million (2010: HK$203.1 million),
mostly denominated in Hong Kong dollars and Renminbi.
The additional bank balances and cash of HK$96.6 million
was generated from operating activities by managing trade
receivables and inventories to lower levels.

Net current assets and current ratio of the Group were
HK$4.0 million (2010: HK$19.5 million) and 1.01 (2010: 1.03)
respectively.

The Group spent HK$118.9 million on capital expenditures for
new downstream line and its ancillary machinery, and technical
upgrades to upstream production lines.

Only a slight increase in the average inventory turnover was
recorded, from 61 days to 63 days. Two-month shipment was
basically required for delivering waste paper from Europe or
the United States to the PRC.

Trust receipt loans increased HK$15.9 million for financing
high-cost raw materials. The current and non-current bank
borrowings excluding trust receipt loans were down by
HK$15.5 million and HK$5.6 million respectively. Net debt
(measured by total bank borrowings net of cash) was down
by HK$101.9 million, owing to cash inflow from reducing the
levels of trade receivable and inventories. Net debt-to-equity
ratio dropped from 60% to 46%.

Contingent liabilities

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

BEEEN WKk DM

PROSPECTS

The global economy remains complicated and China has cut
its growth targets for the first time in years. The next year
should see reduced risks and pressure on companies from an
overheating economy. The Group sees challenges in pricing
and inflation and will stick to our strategy of raising production
efficiency, increasing sales volume, reducing raw materials use
and energy consumption to offset cost increases. We will also
aggressively develop new markets, grasp real growth, expand
market share, and strive for pricing power in order to increase
earnings.

HUMAN RESOURCES

As at 31st December, 2011, the Group and the processing
factory employed a total workforce of around 1,300 full time
staff (2010: 2,050). 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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EEERE

BOARD OF DIRECTORS
Executive Directors

Mr. Hui Sum Kwok, aged 52, is the chairman of the Board,
an 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 27 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 49, is the vice chairman of the Board,
an 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 27 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 45, is the chief executive officer and
an executive Director 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 25 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.

HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHT
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MANAGEMENT PROFILE
EEERE

BOARD OF DIRECTORS (continued)
Executive Directors (continued)

Ms. Hui Yuen Li, aged 41, is an executive Director and the
company secretary 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 50, was appointed as an
independent non-executive Director of the Company on 4th
September, 2003. 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 an executive director of Mastermind Capital Limited
and used to be an independent non-executive director of Viva
China Holdings Limited (formerly known as Coolpoint Energy
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
EEERE

BOARD OF DIRECTORS (continued)
Independent Non-executive Directors (continued)

Mr. Yip Kwok Kwan, aged 62, was appointed as an
independent non-executive Director of the Company on 15th
July, 2010. Mr. Yip is a managing director of Guosen Securities
(HK) Capital Company Limited. Mr. Yip has over 30 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. In addition to his appointment to the Company, Mr. Yip
is also 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 64, was appointed as an
independent non-executive Director of the Company on 15th
September, 2004. Mr. Wong has over 27 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 46, 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 49, 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 16 years of experience in corrugated packaging
industry in Hong Kong and the PRC. Prior to joining the Group
in February 2008, he 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 40, 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

TRERMRSE

The board of Directors (“Board”) of the Company is pleased
to present this Corporate Governance Report in the Group's
annual report for the year ended 31st December, 2011.

The manner in which the principles and code provisions in the
Code on Corporate Governance Practices (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"”) are applied and
implemented is explained as follows:

CORPORATE GOVERNANCE PRACTICES OF THE
COMPANY

The Group strives to maintain high standards of corporate
governance to enhance shareholder value and safeguard
shareholder interests. The Group's corporate governance
principles emphasise the importance of a quality Board,
effective internal controls and accountability to shareholders.

The Company acknowledges the important role of its Board
in providing effective leadership and direction to Company
business, and ensuring transparency and accountability of
Company operations.

The Company has applied the principles as set out in the CG
Code contained in Appendix 14 of the Listing Rules, which sets
out the principles of good corporate governance and two levels
of corporate governance practices, as follows:

(a)  Code provisions, which listed issuers are expected to
comply with or to give considered reasons for deviation;

(b) Recommended best practices for guidance only, which
listed issuers are encouraged to comply with or to give
considered reasons for deviation.

The Company’s corporate governance practices are based on
the principles code provisions as set out in the CG Code.

The Company has adopted various measures to ensure a
high standard of corporate governance and has put in place
corporate governance practices that are considered to be
relevant to the Group, to meet the code provisions as set out
in the CG Code contained in Appendix 14 of the Listing Rules.

With the exception of code provisions A.2.1, A.4.2 and B.1.3
of the CG Code, the Company has complied with all the code
provisions as set out in the CG Code throughout the year
ended 31st December, 2011.

HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHT

ARAEEE ([EFG)MARNAEEBEE_—FT——
FTZA=Z+ - BLFEZEHR2IALEERRS

UNTHAEBHERGAARRAR (TBRAH])FEHLE
mARA (T ETRAD ME4FE 2 BEERFER TR
(TeETAD 2R R TG ZEARETHN

ARBZERERER
AEBBABRBBKTZLEER  ARABRREE
RREBRR RS ARE CEERRAZERAE

=g ARAMER ﬁh%ﬁf&Zi% o

ARBANBEEEREANAEBR{ARELERES
REEZAG  WHERARREFEZEAEREEE -

ARRBEHMETBAMER14FER D E T ZRA
HAMEHE RGO EETRZRIEMECEEAER
KFEWT -

(@) TRMGRXELTETABRETTAZRE MW
BEEMAREEEHERSFRA

b) EBRREFHREBHES B LTHRITAEST
ERsETR OACORMEERE{ERESS

ARAZEEERERTIACE RIS ZRA R
ANRX BT -

AAREFBEEREABRSKEZLEER I
EERERAERARASEE ZCEERTHRUFE L
TR BIM 8140 % <P R AT 2 SFRIE S -

REBEZ2-E—F+-_A=+—HLFEZF AR
A—HABTEETAMSEZTARE  HETAEX
A2 116~ AA21E KB 3IEER N o



CORPORATE GOVERNANCE REPORT

TRERMRSE

The Company will periodically review and enhance its corporate
governance practices to ensure that these continue to meet
the requirements of the CG Code.

THE BOARD/BOARD OF DIRECTORS
Responsibilities

The Board is responsible for leadership and control of the
Company and oversees the Group's businesses, strategic
decisions and performance. The Board has delegated to
the senior management the authority and responsibility for
the day-to-day management and operation of the Group. In
addition, the Board has established Board committees and has
delegated to these Board committees various responsibilities
as set out in their respective terms of reference.

The Board provides leadership, approves policies, strategies
and plans, and oversees their implementation to further
the healthy growth of the Company in the interests of
shareholders.

All Directors have carried out their duties in good faith, in
compliance with the applicable laws and regulations and have
acted in the interests of the Company and its shareholders at
all times.

Delegation of Management Functions

The Board undertakes responsibility for decision making in
major Company matters, including approval and monitoring
of all policy matters, overall strategies and budgets, internal
control and risk management systems, material transactions (in
particular those that may involve conflict of interests), financial
information, appointment of Directors and other significant
financial and operational matters.

All Directors have full and timely access to all relevant
information as well as the advice and services of the Company
Secretary, with a view to ensuring that Board procedures and
all applicable laws and regulations are followed. Each Director
is normally able to seek independent professional advice in
appropriate circumstances at the Company’s expense, upon
making request to the Board.
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The Board has delegated a schedule of responsibilities
to the Chief Executive Officer and senior management of
the Company. These responsibilities include implementing
decisions of the Board, directing and co-ordinating day-to-day
operation and management of the Company in accordance with
the management strategies and plans approved by the Board,
formulating and monitoring the operating and production
plans and budgets, and supervising and monitoring the control
systems.

Board Composition

Membership of the Board is currently made up of seven
members in total, with four executive Directors and three
independent non-executive Directors.

The Board of the Company comprises the following directors:
Executive Directors:

Hui Sum Kwok — Chairman

Hui Sum Ping — Vice-Chairman
Hui Sum Tai — Chief Executive Officer
Hui Yuen Li — Company Secretary, Member of

Remuneration Committee and
Nomination Committee

Independent Non-executive Directors:

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

Chee Man Sang, Eric -

Yip Kwok Kwan -

Wong Chu Leung -

The list of Directors (by category) is also disclosed in all
corporate communications issued by the Company from time
to time pursuant to the Listing Rules. The independent non-
executive Directors are expressly identified in all corporate
communications pursuant to the Listing Rules.

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

During the year ended 31st December, 2011, the Board at all
times met the requirements of the Listing Rules relating to
the appointment of at least three independent non-executive
Directors with at least one independent non-executive Director
possessing appropriate professional qualifications or accounting
or related financial management expertise.
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The Company has received written annual confirmation from
each independent non-executive Director of his independence
pursuant to the requirements of the Listing Rules. The
Company considers all independent non-executive Directors
to be independent in accordance with the independence
guidelines as set out in the Listing Rules.

The independent non-executive Directors bring a wide range of
business and financial expertise, experience and independent
judgement to the Board. Through active participation at
Board meetings, taking the lead in managing issues involving
potential conflict of interests and serving on Board committees,
all independent non-executive Directors have made various
contributions to the effective direction of the Company.

Appointment, Re-election and Removal of Directors

The procedures and process of appointment, re-election and
removal of Directors are laid down in the Company’s Articles of
Association. The Board as a whole is responsible for reviewing
Board composition, developing and formulating procedures
for nomination and appointment of Directors, monitoring
the appointment and succession planning of Directors and
assessing the independence of independent non-executive

Directors.

All the independent non-executive Directors of the Company
are appointed for a specific term and subject to re-election.

In accordance with the Company’s Articles of Association, all
Directors of the Company are subject to retirement by rotation
at least once every three years.

Code provision A.4.2 of the CG Code stipulates that all
directors appointed to fill a casual vacancy should be subject to
election by shareholders at the first general meeting after their
appointment. The Company’s Articles of Association deviate
from Code Provision A.4.2 of the CG Code which provides that
any new Director appointed by the Board during the year shall
hold office until the next following annual general meeting
after appointment, when he/she shall be eligible for re-election.
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To conform with code provision A.4.2 of the CG Code, a
special resolution shall be proposed at the next forthcoming
annual general meeting of the Company to amend the
Company's Articles of Association so that any new Director
appointed to fill a casual vacancy shall be subject to re-election
by shareholders at the first general meeting after appointment.

The Board reviews its own structure, size and composition
regularly to ensure that it has a balance of expertise, skills and
experience appropriate for the requirements of the business of
the Company.

Where vacancies on the Board exist, the Board shall carry
out the selection process by making reference to the skills,
experience, professional knowledge, personal integrity and
time commitments of the proposed candidates, the Company's
needs and other relevant statutory requirements and
regulations. An external recruitment agency may be engaged
to carry out the recruitment and selection process where
necessary.

Mr. Hui Sum Ping, Mr. Hui Sum Tai and Mr. Wong Chu Leung
shall retire by rotation and being eligible, offer themselves for
re-election at the next forthcoming annual general meeting.

The Company’'s circular dated 20th April, 2012 contains
detailed information of the retiring Directors standing for re-
election.

The Board recommended the re-appointment of the retiring
Directors at the next forthcoming annual general meeting of
the Company.

Training Induction and Continuing Development of
Directors

Each newly appointed director receives formal, comprehensive
and tailored induction on the first occasion of his/her
appointment to ensure adequate 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.

Directors are continually updated on developments in the
statutory and regulatory regime and the business environment
to facilitate the discharge of their responsibilities. Continuing
briefing and professional development for directors will be
arranged where necessary.
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Board Meetings
Number of Meetings and Directors’ Attendance

During the year ended 31st December, 2011, four Board
meetings were held at approximately quarterly intervals
for reviewing and approving the financial and operating
performance, and considering and approving the overall
strategies and policies of the Company.

The attendance records of each Director at the meetings of the
Board, Remuneration Committee and Audit Committee during
the year ended 31st December, 2011 are set out below:
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Attendance/Number of Meetings

SRHER R

Remuneration Audit
Name of Directors Board Committee Committee
EEnE EER FHEEE ERZEEY
Hui Sum Kwok FFARET 4/4 N/A TE 2/3
Hui Sum Ping FTARE 4/4 N/A TE 2/3
Hui Sum Tai FTARER 4/4 N/A 73 A 2/3
Wong Wing Por (Note 1) T8 (Kfat1) 3/4 N/A TiE 2/3
Hui Yuen Li R aE] 4/4 1/1 3/3
Chee Man Sang, Eric HMERA 4/4 1/1 3/3
Yip Kwok Kwan e 4/4 N/A “INiE A 3/3
Wong Chu Leung =W 4/4 11 3/3
Note: Wit -

1. Mr. Wong Wing Por resigned as an executive Director on 30th
December, 2011.

Practices and Conduct of Meetings

Annual meeting schedules and draft agenda of each meeting
are normally made available to Directors in advance.

Notice of regular Board meetings is served to all Directors
at least 14 days before the meeting. For other Board and
committee meetings, reasonable notice is generally given.

Board papers together with all appropriate, complete and
reliable information are sent to all Directors at least 3 days
before each Board meeting or committee meeting to keep
Directors apprised of the latest developments and financial
position of the Company and to enable them to make informed
decisions. The Board and each Director also have separate
and independent access to the senior management where
necessary.
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The Chief Executive Officer and Company Secretary had
attended all regular Board meetings and where necessary,
other Board and committee meetings, to advise on business
developments, financial and accounting matters, statutory and
regulatory compliance, corporate governance and other major
aspects of the Company.

The Company Secretary is responsible for taking and keeping
minutes of all Board meetings and committee meetings. Draft
minutes are normally circulated to Directors for comment
within a reasonable time after each meeting and final versions
are open for Directors’ inspection.

According to current Board practice, any material transaction,
which involves a conflict of interests for a substantial
shareholder or a Director, will be considered and dealt with by
the Board at a duly convened Board meeting. The Company's
Articles of Association contain provisions requiring Directors
to abstain from voting and not to be counted in the quorum at
meetings for approving transactions in which such Directors or
any of their associates have a material interest.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The Chairman of the Board is Mr. Hui Sum Kwok and the
Chief Executive Officer is Mr. Hui Sum Tai. The positions of
Chairman and Chief Executive Officer are held by separate
persons in order to preserve independence and a balance of
views and judgment. The Chairman provides leadership and
is responsible for the effective functioning of the Board in
accordance with good corporate governance practice. The
Chief Executive Officer focuses on implementing objectives,
policies and strategies approved and delegated by the Board.

The Board of Directors considers that the responsibilities
of the Chairman and Chief Executive Officer respectively
are clear and distinctive and no written terms on division of
responsibilities between Chairman and the Chief Executive
Officer are necessary. This deviates from the Code Provision
A.2.1 of the CG Code which stipulates that the division of
responsibilities between chairman and chief executive officer
should be established and set out in writing.
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BOARD COMMITTEES

The Board has established two committees, namely, the
Remuneration Committee and Audit Committee, for overseeing
particular aspects of the Company's affairs. On 29th March,
2012, the Board has further established a Nomination
Committee to be responsible for reviewing the Board
composition, monitoring the appointment and succession
planning of Directors and assessing the independence of
independent non-executive Directors. All Board committees
of the Company are established with defined written terms of
reference. The terms of reference of the Board committees
are available at the websites of the Stock Exchange and the
Company.

The majority of the members of each Board committee are
independent non-executive Directors.

Board committees are provided with sufficient resources
to discharge their duties and, upon reasonable request, are
able to seek independent professional advice in appropriate
circumstances at the Company’s expense.

Remuneration Committee

The Remuneration Committee comprises three members,
namely Mr. Chee Man Sang, Eric (Chairman), Mr. Wong Chu
Leung and Ms. Hui Yuen Li, and the majority of them are
independent non-executive Directors.

The primary objectives of the Remuneration Committee
include making recommendations on and approving the
remuneration policy and structure and remuneration packages
of the executive Directors. The Remuneration Committee is
also responsible for 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, which remuneration will be
determined by reference to the performance of the individual
and the Company as well as market practice and conditions.

The Human Resources Department is responsible for collection
and administration of the human resources data and making
recommendations to the Remuneration Committee for
consideration. The Remuneration Committee consults with the
Chairman and/or the Chief Executive Officer of the Company
about these recommendations on remuneration policy and
structure and remuneration packages.
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The Remuneration Committee met once during the year
ended 31st December, 2011 and reviewed the remuneration
policy and structure of the Company, and the remuneration
packages as well as the annual bonuses of the executive
Directors for the year under review. The attendance rate of the
Remuneration Committee Meeting was 100%.

Meanwhile, the remuneration of the senior management of the
Company is not considered by the Remuneration Committee
and this deviates from the Code Provision B.1.3 of the CG
Code. Currently, the remuneration of the senior management
is attended by the Chairman and/or Chief Executive Officer of
the Company.

Audit Committee

Currently, the Audit Committee comprises three independent
non-executive Directors, namely Mr. Chee Man Sang, Eric
(Chairman), Mr. Yip Kwok Kwan and Mr. Wong Chu Leung
(including one independent non-executive Director with the
appropriate professional qualifications or accounting or related
financial management expertise).

None of the members of the Audit Committee is a former
partner of the Company's existing external auditor.

The main duties of the Audit Committee include the following:

o to review the financial statements and reports and
consider any significant or unusual items raised by
the staff responsible for the accounting and financial
reporting function, compliance officer, internal auditor or
external auditor before submission to the Board.

° to review the relationship with the external auditor by
reference to the work performed by the auditor, the fees
and terms of engagement, and make recommendations
to the Board on the appointment, re-appointment and
removal of external auditor.

° to review the adequacy and effectiveness of the
Company’s financial reporting system, internal control
system and risk management system and associated
procedures.

The Audit Committee held three meetings during the year
ended 31st December, 2011 to review the financial results and
reports, financial reporting and compliance procedures, the
Company's internal control and risk management systems and
processes, and the re-appointment of the external auditor. The
attendance records of the Audit Committee are set out under
“Board Meetings” on page 19.
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The Company's annual results for the year ended 31st
December, 2011 have been reviewed by the Audit Committee.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted its own code of conduct
regarding directors’ dealings in the Company’s securities (the
“Company’s Code"”) 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
Company's Code and the Model Code throughout the year
ended 31st December, 2011.

The Company has also established written guidelines on no
less exacting terms than the Model Code (the “Employees
Written Guidelines"”) for securities transactions by employees
who are likely to be in possession of unpublished price-
sensitive information of the Company. No incident of non-
compliance of the Employees Written Guidelines by the
employees was noted by the Company.

DIRECTORS’ RESPONSIBILITIES 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, 2011.

The Board is responsible for presenting a balanced, clear and
understandable assessment of annual and interim reports,
price-sensitive announcements and other disclosures required
under the Listing Rules and other statutory and regulatory
requirements.

The Management has provided to the Board such explanation
and information as are necessary to enable the Board to
carry out an informed assessment of the Company’s financial
statements, which are put to the Board for approval. The Board
has received from the senior management the management
accounts and such accompanying explanation and information
as are necessary to enable the Board to make an informed
assessment for approving the financial statements.
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EXTERNAL AUDITOR AND AUDITOR’S
REMUNERATION

The statement of the external auditor of the Company about
their reporting responsibilities for the financial statements is
set out in the “Independent Auditor's Report” on pages 46 to
47.

During the year under review, the remuneration payable to the
Company's external auditor, Deloitte Touche Tohmatsu, is set
out below:

ShEEAZ BT R B 2 B =

AARINEZBMBEBEPRMBREZETZER
BN EA6E4TEH [ B ZEMARE IR -

REIEFR - N2 E ENIMNE
GEtEI T 2B IMT

TR Y e WERT

Category of services Fee payable

RiEESE EAEA

HK$

BT

Audit services ZE IR 1,600,000
Non-audit services FEIZ BRI

— Preliminary review —¥FEH 20,000

— Compliance review —&HREHN 120,000

TOTAL FEE 1,740,000

INTERNAL CONTROLS

The Board conducted a review of the effectiveness of the
internal control system of the Group for the year ended
31st December, 2011. The review covered the financial,
operational, compliance and risk management aspects of the
Group including the adequacy of resources, qualifications and
experience of staff of the Group's accounting and financial
reporting function, and their training programmes and budget.

The Board has overall responsibility for the internal control
system of the Company and for reviewing its effectiveness.
The Board maintains an adequate internal control system to
safeguard the interests of the shareholders and the assets of
the Company.

The Audit Committee oversees the internal control system of

the Group, reports to the Board on any material issues and
makes recommendations.
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COMMUNICATIONS 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 also recognises the importance
of transparency and timely disclosure of corporate information,
which will enable shareholders and investors to make the best
investment decisions.

The general meetings of the Company provide the best
opportunity for exchange of views between the Board and the
shareholders. The Chairman of the Board as well as Chairmen
of the Remuneration Committee and Audit Committee or, in
their absence, other members of the respective committees
and, where applicable, the chairman of the independent Board
committee, are available normally to attend the annual general
meeting and other relevant shareholder meetings.

The 2011 Annual General Meeting (“"AGM") was held on 23rd
May, 2011. The notice of AGM was sent to shareholders at
least 20 clear business days before the AGM.

To promote effective communication, the Company maintains
a website at www.hopfunggroup.com, where up-to-date
extensive information and updates on the Company’s business
operations and developments, financial information, corporate
governance practices and other information are available for
public access.

SHAREHOLDER RIGHTS

To safeguard shareholder interests and rights, a separate
resolution is proposed for each substantially separate issue
at shareholder meetings, including the election of individual
directors.

All resolutions put forward at shareholder 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 shareholder meeting.
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The Directors have pleasure in presenting their report and the
audited consolidated financial statements of the Group for the
year ended 31st December, 2011.

PRINCIPAL ACTIVITIES
The Company is an investment holding company. The principal

activities of its principal subsidiaries are set out in Note 32 to
the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31st December,
2011 are set out in the consolidated statement of
comprehensive income on page 48.

On 17th June, 2011, a dividend of 3.40 HK cents per share,
amounting to approximately HK$16,419,000, was paid to the
shareholders of the Company as final dividend for 2010.

The Directors did not recommend the payment of a final
dividend for the year.

FINANCIAL SUMMARY
A summary of the results and of the assets and liabilities of

the Group for the years from 2007 to 2011 is set out on page
120.

PROPERTY, PLANT AND EQUIPMENT
Details of 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 50.
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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

Mr. Wong Wing Por (resigned on 30th December, 2011)

Independent Non-executive Directors

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

In accordance with Articles 87(1) of the Company's Articles
of Association, Mr. Hui Sum Ping, Mr. Hui Sum Tai and Mr.
Wong Chu Leung shall retire from office by rotation in the
forthcoming annual general meeting 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 15th September, 2010, 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 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.
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DIRECTORS (continued)

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 of this report.

SHARE OPTIONS

Particulars of the Company's share option scheme are set out
in Note 25 to the consolidated financial statements.

The following table discloses movements in the Company’s

share options during the year:

=40 -))

AARIEERESBUIFNTESRELTRRMEE
RRABRA  2RBIIEH

VHERZFEERE -

TERHRBILAL -

ARAIEEREREZBREFBHRAFHRE10E
1BEZEREBRE -

B

RABIBREFE 2HBHN R A MERRM 25 -

TEREREAATDBRENE R 2D -

Outstanding
Outstanding Granted  Exercised  Cancelled Lapsed at end of
Exercise at beginning during during during during the year
Category Option type  Date of grant price of the year the year the year the year the year F8
£l BREEER REAH @ EQERTE  FARE  FRTE FREE  FRXN HROTE
(Note 1) HKS
(M3z1) BT
Directors
Bz
Mr. Hui Sum Kwok (Note 2) D 29.5.2007 2.640 1,893,000 - - - (1,893,000 -
FRE A () E 7.7.2009 0.752 4,828,000 - - - - 4,828,000
Mr. Hui Sum Ping D 29.5.2007 2.640 1,893,000 - - - (1,893,000 -
RTRAE E 7.7.2009 0.752 4,828,000 - - - - 4,828,000
Mr. Hui Sum Tai D 29.5.2007 2.640 3,678,360 - - - (3,678,360) -
FRREE E 7.7.2009 0.752 4,828,000 - - - - 4,828,000

HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHT
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SHARE OPTIONS (continued)

Outstanding
Outstanding Granted  Exercised  Cancelled Lapsed at end of
Exercise at beginning during during during during the year
Category Option type  Date of grant price of the year the year the year the year the year ER
<)) BERERE RAAH i@ FOMATE  FARE  FRTE FREE FRAXN HAGE
(Note 1) HKS
(M3z1) BT
Directors
B2

Mr. Wong Wing Por (Note 3) D 29.5.2007 2.640 1,500,000 - - - (1,500,000) -
TRBEAE(FER) E 7.7.2009 0.752 4,828,000 - - (4,828,000) - -
Ms. Hui Yuen Li D 29.5.2007 2.640 1,100,000 - - - (1,100,000) -
AT L E 7.7.2009 0.752 1,100,000 - - - - 1,100,000
Mr. Chee Man Sang, Eric D 29.5.2007 2.640 120,000 - - - (120,000) -
MRERE E 7.7.2009 0.752 120,000 - - - - 120,000
Mr. Wong Chu Leung D 29.5.2007 2.640 120,000 - - - (120,000) -
BYniE E 7.7.2009 0.752 120,000 - - - - 120,000
30,956,360 - - (4,828,0000 (10,304,360) 15,824,000
Other employees D 29.5.2007 2.640 8,070,000 - - - (8,070,000 -
AifE 8 E 7.7.2009 0.752 9,348,000 - - (120,000) - 9,228,000
17,418,000 - - (120,000) (8,070,000 9,228,000

Total all categories
2EEREE

48,374,360 -

(4,948,000) (18,374,360) 25,052,000
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SHARE OPTIONS (continued) BIREZ)

Notes: ffaE -

1. The vesting period of the share options granted is determined 1. BREERE, GBIHHESNE B L ERIEREE -
by Directors at each time when the options are granted. ARG BERESETERERSBE AEATRUTITER
Holders of share options granted under the Company's share TR S 2 BB
option scheme may only exercise their options during the
exercisable periods as follows:

Option type D Option type E Maximum % of share options exercisable

DIE & R R EXEERE A{TEEREZRS B

1.3.2008 - 28.2.2009 1.5.2010 - 30.4.2011 up to 50%
&= A E50%

1.3.2009 - 28.2.2010 1.5.2011 - 30.4.2012 up to 75% (to the extent not already exercised)
&= AE75% (AR KRITEE AR)

1.3.2010 - 28.2.2011 1.5.2012 - 30.4.2013 up to 100% (to the extent not already exercised)
i Al E100% (A RITEEBR)

2. Out of the 1,893,000 type D share options and 4,828,000 2. KB X H 21,893,000 DA & % # X 4,828,00019 E
type E share options granted, Mr. Hui Sum Kwok was directly B AR - 5T ARE 5L A 741,393,00010 DR fE AR 1 2
interested in 1,393,000 type D share options and 4,328,000 4,328,000 ERER I A EEED  UWRAR
type E share options and was deemed to be interested in EEZL (FREAEEZREBRALESREEERKE)
500,000 type D share options and 500,000 type E share options % Bl A 2 500,00015 DA #E % # % 500,000175 E48 B8 A%
respectively owned by Ms. Wong Mui, who is the spouse of R AR -

Mr. Hui Sum Kwok and a member of the senior management of
the Group.
3. Mr. Wong Wing Por resigned as an executive Director of the 3. FEREEEER-_TE——FF+_A=+HBEEARA

Company on 30th December, 2011.

At 31st December, 2011, the number of shares in respect of
which options had been granted and remained outstanding
under the Scheme was 25,052,000, representing approximately
5.2% of the shares of the Company in issue at that date.

HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHT
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DIRECTORS’ INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

Save as disclosed above, at 31st December, 2011, the
interests and/or short positions of the Directors and their
associates in the shares, underlying shares and debentures
of the Company and its associated corporations within the
meaning of the Securities and Futures Ordinance (“SFQO"), as
recorded in the register maintained by the Company pursuant
to Section 352 of the SFO, or as otherwise notified to the

EERRG  HBERORES 2ER

BREXEBREN RZT——F+_A=+—0 &
RARBRBEER REG ([EH5EAEGE]) E
B2 R EEF 2 ECMAACE  HARE LMW #1T
ABRETEZFXINRETACME AR R R
& EEREFZBBEALREARRREBEEZE
(ERRBEFLMER) 2By - HEROD RESFH
BEZRERHRRMT

Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers, were

as follows:

(a) Shares

(a)

Approximate

Company / percentage of
Name of associated Number and issued share capital
Name of Director corporation Capacity class of securities HERARE
i AAE/HEEEER &% BEHARER BaEA
Mr. Hui Sum Kwok Company Founder of a discretionary 252,000,000 shares 52.18%
SHRALE NG trust / interest of controlled Long position (Note 1)
corporations 252,000,000% % 7
ZEETELA/ iF& (B
REiERER
Mr. Hui Sum Kwok Company Beneficial owner 10,128,000 shares 2.10%
HRELE N EREBA Long position
10,128,000 i 17
ife
Mr. Hui Sum Kwok Company Interest of spouse 500,000 shares 0.10%
TREALE NG [NEpa Long position
500,0000% & 17
e
Mr. Hui Sum Ping Company Founder of a discretionary 252,000,000 shares 52.18%
HRTLE NG trust / interest of controlled Long position (Note 1)
corporations 252,000,000 % 3
REETELAN/ if& (Bt
REEERER
ANNUAL REPORT 2011 &£ E#H &
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DIRECTORS’ INTERESTS IN SHARES,

EERRG -HERORES 2ERS ®)

UNDERLYING SHARES AND DEBENTURES

(continued)
(a) Shares (continued) (a) KB E)
Approximate
Company / percentage of
Name of associated Number and issued share capital
Name of Director corporation Capacity class of securities HERARE
BEEpZ AQE/HEEEER 5% REBARER BB
Mr. Hui Sum Ping Company Beneficial owner 7,894,000 shares 1.63%
AHRTPEE NG ERBEBA Long position
7,894,000 fx 13
ife
Mr. Hui Sum Tai Company Interest of a controlled Nil (Note 1) -
FRELE NG| corporation & (M5
REZEER
Mr. Hui Sum Tai Company Beneficial owner 6,246,000 shares 1.29%
AREEE NG| EREEA Long position
6,246,000 F& R 17
ife
Ms. Hui Yuen Li Company Beneficial owner 3,670,000 shares 0.76%
B30k G NG EZBAA Long position
3,670,0008% & 17
e
Mr. Chee Man Sang, Eric Company Beneficial owner 96,000 Shares 0.02%
MRAERE NG ERBEBA Long position
96,000 f % f
e
Mr. Hui Sum Kwok Hop Fung Industries Limited Founder of a discretionary 7,886 shares of US$0.01 each 78.86%

ARERE

HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHT
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DIRECTORS’ INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

EERRG - HERORES 2ER®)

(continued)
(a) Shares (continued) (a) KB E)
Approximate
Company / percentage of
Name of associated Number and issued share capital
Name of Director corporation Capacity class of securities HEBTRE
EEfg RAR/RELEEE 57 BEHERER BAEE
Mr. Hui Sum Ping Hop Fung Industries Founder of a discretionary 7,886 shares of US$0.01 each 78.86%
HHRTLRE trust / interest of controlled Long position (Notes 1 and 2)
corporations 7,8868 SRE A E0.015 L 2 B {7
ZREETALA/ e (M R2)
REEEER
Mr. Hui Sum Tai Hop Fung Industries Beneficial owner 857 shares of US$0.01 each 8.57%
SRRTAE EaEBA Long position (Notes 1 and 2)
SR EREBONET RS
& (M R2)
Mr. Hui Sum Kwok Hop Fung Industries Beneficial owner / founder 5,000 shares of US$0.01 each 50%
FREALE (Holdings) Limited of a discretionary trust / Long position (Notes 1 and 3)
(“Hop Fung Industries BVI") interest of a controlled 5,000 SR EE.01ETL 2R
corporation 8 (WE1R3)
ERBBA/
RREETELA/
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 e (1K)
ExBBA/
2EETEIA/
REEEER
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EEEHRE

DIRECTORS’ INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

EERRG -HERORES 2ERS ®)

(continued)
(a) Shares (continued) (a) Mm@ #E)
Approximate
Company / percentage of
Name of associated Number and issued share capital
Name of Director corporation Capacity class of securities HERARE
EEpg RAR/RELEEE 57 BEHERER BAEIE
Mr. Hui Sum Kwok Gong Ming Hop Fung Interest of controlled 3,000,000 non-voting 100%
SHALE Paper Ware Factory Limited corporations deferred shares of HK$1 each
("Hop Fung GM") XEcEER Long and short positions
NASLHMEERAR (Notes 1 and 4
(lg2H)) 3,000,000 & &
BT BERERELER
FRRKE (HE1R4)
Mr. Hui Sum Ping Hop Fung GM Founder of a discretionary 3,000,000 non-voting 100%
IRTRE ALRH trust / interest of controlled deferred shares of HK$1 each
corporations Long and short positions
2EEFATA/ [Notes 1 and 4)
RnzEEs 3,000,000 8 REE
BT ERERELER
R AR (FEE1R4)
Mr. Hui Sum Tai Hop Fung GM Interest of a controlled Nil (Notes 1 and 4) -
SRRRE AERH corporation / short & (1 R4)
position of a controlled
corporation
XEiEER/
REEEKE
Mr. Hui Sum Kwok Fung Kong Hop Fung Interest of controlled 3,000,000 non-voting 100%

ARERE

Paper Ware Factory Limited
("Hop Fung FG")

BHAERRHERLA
(158

HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHT

corporations

RiTEEER

deferred shares of HK$1 each

Long and short positions

(Notes 1, 4 and 5)
3,000,000 § R E &
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EEEHRE

DIRECTORS’ INTERESTS IN SHARES,

EERRG - HERORES 2ER®)

UNDERLYING SHARES AND DEBENTURES

(continued)

(a) Shares (continued)

(a) B (&)

Approximate
Company / percentage of
Name of associated Number and issued share capital
Name of Director corporation Capacity class of securities HEBTRE
BEEpZ ARE/HEEEER 5% REBARER BB
Mr. Hui Sum Ping Hop Fung FG Founder of a discretionary 3,000,000 non-voting 100%
SRR ALEH trust / interest of controlled deferred shares of HK$1 each
corporations Long and short positions
2EETEIA/ (Notes 1, 4 and 5)
REEEER 3,000,000 & R &
BT BERERELER
e Rk (M5 4R5)
Mr. Hui Sum Tai Hop Fung FG Interest of a controlled Nil (Notes 1, 4 and 5) -
HAERLE ALEH corporation / short & (M5E1 - 4R5)
position of a controlled
corporation
RtERE/
REEEAE
Mr. Hui Sum Kwok Applewood Forest Limited Founder of a discretionary trust 1 share of US$1 100%
HHELE REETEUA Long position (Notes 1 and 6)
1REE1ETZRE
it & (M1 R6)
Mr. Hui Sum Kwok Profit Luck Limited Founder of a discretionary trust 100 shares of HK$1 100%
SRERA MEBBRAA PRETEA Long position (Notes 1, 6 and 7)
100 BREE T R
g8 (W31 6R7)
Mr. Hui Sum Kwok Profit Sun Limited Founder of a discretionary trust 1 share of HK$1 100%
SHALE BHNERAR 2REFETA Long position (Notes 1, 6, 7 and 8
TREETETZRH
78 (W16 7R8)
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DIRECTORS’ INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

(continued)

(a)

Shares (continued)

Notes:

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

The issued share capital of Hop Fung Industries BVI
is owned as to 11.81%, 11.81%, 38.19% and 38.19%
by Mr. Hui Sum Kwok, Mr. Hui Sum Ping, Fullwood
Holdings Limited (“Fullwood”) and Goldspeed Holdings
Limited (“Goldspeed”) respectively. Fullwood is wholly
owned by Pinecity Investments Limited (“Pinecity”)
and Pinecity is wholly owned by HSBC International
Trustee Limited ("HSBC") in its capacity as the trustee
of Hui & Wong 2004 Family Trust, a discretionary trust
the founder of which is Mr. Hui Sum Kwok and the
discretionary objects of which include family members
of Mr. Hui Sum Kwok. Goldspeed is wholly owned by
Goldkeen Assets Management Limited (“Goldkeen”)
and Goldkeen is wholly owned by HSBC in its capacity
as the trustee of HSP 2004 Family Trust, a discretionary
trust the founder of which is Mr. Hui Sum Ping and the
discretionary objects of which include family members
of Mr. Hui Sum Ping. Accordingly, each of Mr. Hui Sum
Kwok and Mr. Hui Sum Ping is deemed to be interested
in the 252,000,000 shares under the SFO.

Delight is ultimately owned by HSBC in its capacity
as the trustee of a discretionary trust, of which the
founder is Mr. Wong Wing Por who resigned as an
executive Director of the Company on 30th December,
2011.

Hop Fung Industries is a holding company of the
Company and therefore an associated corporation of
the Company under the SFO. The entire issued share
capital of Hop Fung Industries is US$100 divided into
10,000 shares of US$0.01 each which is owned as to
7,886, 1,257 and 857 shares by Hop Fung Industries
BVI, Delight and Mr. Hui Sum Tai respectively. Under
the SFO, each of Mr. Hui Sum Kwok and Mr. Hui Sum
Ping is deemed to be interested in the 7,886 shares of
US$0.01 each.

HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHT

EERRG  -HERORES 2ER

252,000,000 & P& E3Hop Fung Industries#
A ° Hop Fung IndustriesB 247 i% 4 % Bl AHop
Fung Industries BVI * Delight Ocean Limited
(I Delight]) RAF#RF L LEWEHFT8.86% -
12.57% 58.57% -

Hop Fung Industries BVIZ B # 17 & &K &
RlBHFTFHRBLE  FHRFXE Fullwood
Holdings Limited ([ Fullwood |]) K Goldspeed
Holdings Limited ([Goldspeed]) ##£11.81% -
11.81% ~ 38.19% [ 38.19% ° FullwoodH
Pinecity Investments Limited ([Pinecity]) #%&
75 © MPinecitydHSBC International Trustee
Limited (THSBC]J) JAHui & Wong 2004 Family
Trust¥sEAZ SN 2 EHE %5t R — &
2RES HAYARTHRBEELEE  2RET
HRBETRE L E ZFRIEKE ° Goldspeed
B Goldkeen Assets Management Limited
([Goldkeen|) 2 & #%E * MGoldkeenEAHSBCIA
HSP 2004 Family Trust¥ s EAZ G D2 EHES °
ZEAA—EHEEES HEAVYARTRTX
e RETEEHREEARTEEZREKE -
Et - BIRFEFRBAE K FRE % £ RET
FROF ST B HAR R B #£252,000,0000% AR 7
R o

Delight EBHSBCIAE A— B2 BB I AT
DERREE R EAZEIABIERLLE
HER-_ZE——F+ - A=1+BEBERQFEH
TEEFRE -

Hop Fung IndustriesTy AR R & Z R QA -
WRBE S R - BARR ZBBAR -
Hop Fung IndustriesZ 2 B2 31T AR A1003
JL 9 /10,0000 BIREE0.01ZE T 2R +
BB Hop Fung Industries BVI » Delight & 77 #% =
JE¥EH7,886 ~ 1,257K%8570% - RIEE FH & Hi
B0 FARBEEERTRFERELAERAES
Hop Fung Industries 7,886/% & & M {E0.013% 7T
fR17 2 % o
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DIRECTORS’ INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

(continued)

(a) Shares (continued)

Notes: (continued)

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

Hop Fung 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.

(a)

IR AD (

GEX

(%)

Hop Fung Industries BVIJ3Hop Fung Industries
ZERAR  AHREESRBEREN  BALR
7] 2 188t 7A@ - Hop Fung Industries BVIZ &8
B 1TIRZA A100% 7T © 9 A10,0008% & f& E &
0.01E TG - PRIATRELE FHRFE
4 - Fullwood ¥ Goldspeed# £1,181 * 1,181 *
3,819%3,8190% < iR IEE #H LB E &M - FTARE
FERFRTAESEA R LERBEEHop
Fung Industries BVI& #£5,000 A& & A& E(E0.01
ETLRMN 2 o

AERNBIHAQARZHB AR HILIRIEZES
LHEED  BAARZIEHEZE -5 2 AH
2 & EE BT A3,000,1008 7T © 7 A1000%
FRMEE1E T 2 @Ak &%3,000,0000% & & E
BB 2 B FERIELEAR - 523,000,00088 F &
AEIBETZAE A HEREZRETERAEE
B(HA)BRAR([ALEEES]) E=MH -
m&éL2%EEE S A9 5 fHop Fung Holdings
Limited ([Hop Fung Holdings (BVI)]) & #F# %=
S HEWEA91.43% %8.57% °

Hop Fung Holdings (BVI)Z B 277 A% Bl 1 &F
HBE % A& - B F L4 KGoldspeed#B50% »
11.81%%38.19% - RIEFH KB EKH - 5F
RELEERTRTFEEHERAEBAL LR
3,000,000k ZREEIB TERERETER 2

BEABBRA-_ZZE=F \ATNLBZEREZ
B ALEEREARERBARNARAZEE
ff & A FlHop Fung Group Company Limited
(IHop Fung Group (BVI)]) #% i A& 4 - LATAI 4%
% % H3,000,000k B REEBIB T A ERH
MIRRBERTER - Bt REBEEZFLKBAGKRD -
TRBEEERTRTAEHAERAAARER
M IR P M IR R 2 MEREIR (D 2 %R -
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DIRECTORS’ INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

(continued)

(a) Shares (continued)

Notes: (continued)

Hop Fung FG is a subsidiary of the Company and
therefore an associated corporation of the Company
under the SFO. The entire issued share capital of Hop
Fung FG is HK$3,000,100 divided into 100 ordinary
shares of HK$1 each and 3,000,000 non-voting deferred
shares of HK$1 each. The 3,000,000 non-voting
deferred shares of HK$1 each in Hop Fung FG are
beneficially owned by Hop Fung Group HK. Under the
SFO, each of Mr. Hui Sum Kwok and Mr. Hui Sum Ping
is deemed to be interested in the 3,000,000 non-voting
deferred shares of HK$1 each in Hop Fung FG.

Pursuant to an option deed dated 19th August, 2003,
Hop Fung Group HK and its nominee granted to Hop
Fung Group (BVI) an option to purchase from them
such 3,000,000 non-voting deferred shares of HK$1
each in Hop Fung FG. Accordingly, each of Mr. Hui Sum
Kwok and Mr. Hui Sum Ping is deemed to have a short
position in the underlying shares of the option granted
under the option deed pursuant to the SFO.

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

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

HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHT
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(a)

IR AD (

GEX

()

AEEBIYARARIZHEB AR - HILIREF
REEGS - BAAR ZEH AR - 5 2B M2
208 1T IR A 53,000,100/ 7T © 9 A10008F

% B8 JT 2 i A% }23,000,0000% & % (& 1
V8T 2 EE I MR T A% - 3%3,000,0000% & AR A
{Ewﬁﬁz LREERERECKEALEEE
BEmlEd BEEHFRBAEKL - m@?fk
%E&ﬁ R o & 19 1 1R B 53,000,0000% &
REEIST A LEEER m%}ﬁkﬂxZFéfm

RERBHA-_ZTT=-"FNAT+ILBZERE
g EE25EEFBRENRE AMHop Fung
Group (BVI)#% H fER%## - LA 1% £ E3,000,000
BEREEIETZAEEMERZRETR -
Sl mgm%&ﬁﬁhfmu FFARE LA A
REEEHOWEREERBEBEREZEMT D
BRI R 2 R 2 KR °

Applewood Forest Limited ([ Applewood |) 57
ABERZBEIMAL Z AR > ApplewoodZ
FHEBEITRARIET  BFE1REEIZTZ
1D o Z &A% 1D mPinecity2 B A ZRIER
# B HHSBCAHuUi & Wong 2004 Family Trust
XAz HE - BBEEFHFLBPE N
Applewoodf@ & A 7 2 AB B % E - *E}Epa
BB AR A - E?ﬁﬁ'ﬁi?ﬁﬁz%%ﬁApplewood 1
FREE1ETTRG 2w o

FEBR AR ([FHF]) DREBZMEK LA
A e *IJ%EZ%ﬁISEﬁf Hx$2%1oo,%7c DR
100 B R EE1S T 2 21D+ FAApplewood &
%3548 - MApplewoodBl AHSBCiE B E 2 &
8 A RlPinecityfl ¥ A - BIFFE F KA E K
Bl - FFFRE S AR R AHSBCLAHUI & Wong
2004 Family Trust® st A &5 HK&HEH 2 T3
100/ T IR EE18 TR () < # 2  Applewood
2 BER £ X6 -
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DIRECTORS’ INTERESTS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

(continued)

(a) Shares (continued)
Notes: (continued)

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.

(b) 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, 2011.

EERRG - HERORES 2ER®)

(a) MKt (#)

BsE : (4)

8. BRARAR ([BER]) TREBFEMALZA
RleBAZ2MERTRARBIET 5 AR
BREE1ETZRG - BHApplewoodH #
& » MApplewoodBl| FHHSBCE B E 2 E [ B A
AlPinecityfl B # A - BIRFEH R BAE KO - 57
FRE S AW AR B BHSBCLAHUI & Wong 2004
Family Trust2 s TA B &ERBEB ZEFN BT
A B 78 TTAX 1D 2 #E %5 ° Applewood 2 715 &
WSS -

(b) MBRHE
EERWREZIHEATIR AR BREZ #a
BN EX B —&6 -

BREXEEEN R_E——F+-_A=+—H =&
FREEFIHBATIHRER AR R KA EMABEH
ZAEME - HEARMDRESFFHEEEMERIORR
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SUBSTANTIAL SHAREHOLDERS

As at 31st December, 2011, the register of substantial
shareholders maintained by the Company pursuant to Section
336 of the SFO shows that the following shareholders had
notified the Company of relevant interests and short positions
in the issued share capital of the Company:

FERR

RZB——F+-_A=+t—H AREREEFLH
EGPIFEBHREFZ T ERRAMBTR U TERE
EHERRRAREFAEARADEITRAZB@ER

RAR -

Approximate
percentage of

Number of issued share capital
Name of shareholder Capacity issued shares held Note(s) HERTRA
BRREE HE &% BEERTRAHA Wi BREAL
Hop Fung Industries Beneficial owner 252,000,000 1 52.18%
ERBEEA
Hop Fung Industries BVI Interest of a controlled corporation 252,000,000 1,2 52.18%
REEEER
Fullwood Interest of controlled corporations 252,000,000 1,2,3,4 52.18%
REEEER
Pinecity Interest of controlled corporations 252,000,000 1,234 52.18%
REEEER
Goldspeed Interest of controlled corporations 252,000,000 1,2,3,5 52.18%
REEEER
Goldkeen Interest of controlled corporations 252,000,000 1,2,3,5 52.18%
REEEER
HSBC Trustee of discretionary trust 252,000,000 1,2,3,4,5 52.18%
PREERTA
Mr. Hui Sum Kwok Beneficial owner / founder of a 262,628,000 1,2,3,4,6 54.38%
FREEE discretionary trust / interest of
controlled corporations / interest of
spouse
ERBBEAN/2RETAIA/
RREERE/REI RS
Mr. Hui Sum Ping Beneficial owner / founder of a 259,894,000 1,2,3,5, 7 53.82%
FRFLE discretionary trust / interest of
controlled corporations
EaBAAN/ 2RETALA/
REmEEER
Hallgain Management Interest of controlled corporations 67,794,000 8 14.04%
Limited ("Hallgain”) RELEER
Montpelier Investment Investment manager 26,484,000 - 5.48%
Management LLP RELE

HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHT
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SUBSTANTIAL SHAREHOLDERS (continued)

Notes:

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

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

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

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

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

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

Ms. Jian Jian Yi is deemed to be interested in 259,894,000
shares under the SFO as she is the spouse of Mr. Hui Sum
Ping, a Director and a substantial shareholder of the Company.

Hallgain is deemed to be interested in 67,794,000 shares.
Hallgain held 35.23% of Kingboard Chemical Holdings
Limited (“Kingboard Chemical”) which is directly interested
in 57,210,000 shares of the Company. Jamplan (BVI) Limited
("Jamplan”) is a wholly owned subsidiary of Kingboard
Chemical. Jamplan wholly owns Kingboard Investments
Limited which is directly interested in 10,584,000 shares of the
Company.

Other than as disclosed above, the Company had not been
notified of any other relevant interests or short positions in
the issued share capital of the Company as at 31st December,

2011.

FERR#E)
M5 -
1. $%252,000,000/% % 17 A Hop Fung Industries#& & °

2. Hop Fung Industriesz B # 178 Zx AHop Fung
Industries BVI - Delight R &F T L ED B #EE
78.86% ~ 12.567%8.57% @ MiREE 5 LA EIEH -
Hop Fung Industries BVI 4% & & 3%2252,000,000%
Btz i am o

3. Hop Fung Industries BVIZ B 217 % & % 5l B &5 %
B % A& R F %A - Fullwood X Goldspeedi# A
11.81% ~ 11.81% ~ 38.19% }38.19% °

4. Fullwoodz 2 #B B 1T IR 2N HHSBCIE i H100% 5 4%
y&EPinecitybAHuUi & Wong 2004 Family Trust¥&E A
2 HHEEREA ° Hui & Wong 2004 Family TrustJi—
BEEERL HANABRZARRLLE : ME2ERETY
SERHAFRELEZRERE - Bt - RIEEFH &
G &M Fullwood - Pinecity ~ HSBC R FF#RE0 48 4 &
B #0458 & ¥ A 7%252,000,0000% f& 10 2 #E 2 ©

5. Goldspeedz & #f 2 % 7718 XA AHSBCIE i E100% %
%2 5% B Goldkeen AHSP 2004 Family TrustZ &5 A
o MEERE B - HSP 2004 Family Trust/3—HBEZ2#(z
BB ARHRTLEE: MEEGCTEREEN
REEEZREKE - Bt BRIBEZFSF RBE G -
Goldspeed * Goldkeen * HSBC R sFr#x F L £ & B A
BB 252,000,000/ P& 19 2 #EE 25 o

6. 262,628,000 IR HH B L TEERBEAQR
500,0000% B fp#Ezs * WERHARBAEARARIZEERE
ERETAREREZRB REFHRBEEREY =
Bz 448 BB A2 R]262,128,0008 ik 15 2 #E %5 -

7. RIEFESRERKD BRERELTAEARARIZE
ERFTERRFRTFAEZEB SRELIHERA
#5259,894,000F% I 17 2 #E 25 -

8. Hallgaini& 4% A 67,794,000 i% 17 2 # 25 » Hallgain
BEEBCTIEEARAR ([EE{T]) 235.23%H#
@ mEE TR E#E B AR A 257,210,0008% &
3 2 % ° Jamplan (BVI) Limited ([Jamplan]) J3 &5
{EIZ2EBMBRAR - Jamplan® BB 2 EBREE
RRFEERFBAARRQFZ10,684,00008 8% 1) 2 #EzE o

BREXHEEN R_TE——F+_A=+—H K
ANREWEETAEFMEMA TR ARRE EITHRAS
BHBESEIAE -
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SHARES

During the year, the Company and its subsidiaries had not
purchased, redeemed or sold any of the Company's listed
securities on the Stock Exchange.

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 of the Company
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 30 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 had a
material interest, whether 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, 2011, the aggregate
amount of turnover attributable to the Group's five largest
customers accounted for less than 6% of the Group's total
turnover.

The aggregate amount of purchases attributable to the Group's
five largest suppliers accounted for approximately 53% of the
Group's total purchases and the purchases attributable to the
Group's largest supplier accounted for approximately 23% 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 transactions
with any connected persons.

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 would 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$347,730.

CORPORATE GOVERNANCE

The Company had complied with throughout the year ended
31st December, 2011 the code provisions set out in the Code
on Corporate Governance Practices as set out in Appendix 14
of the Listing Rules, 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 is no written terms on division of responsibilities
between the Chairman and the Chief Executive Officer.
The Directors consider that the responsibilities of the
Chairman and Chief Executive Officer respectively are
clear and distinctive and hence written terms thereof
are not necessary.
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CORPORATE GOVERNANCE (continued) TEERE)
Code Provision A.4.2 < A& SCA.4.21%
o Code provision A.4.2 stipulates that all directors e SFRAMEXAA2IERERE AEREE TR MmE

appointed to fill a casual vacancy should be subject to
election by shareholders at the first general meeting
after their appointment.

o In accordance with the Company's Articles of
Association, Directors appointed to fill a casual vacancy
are subject to re-election at next annual general
meeting.

Code Provision B.1.3

o A major deviation from the code provision B.1.3 is that
the Remuneration Committee of the Company review
and make recommendations to the Directors on the
remuneration packages of the Executive Directors only
but not senior management.

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

To conform with code provision A.4.2, a special resolution shall
be proposed at the next forthcoming annual general meeting of
the Company to amend the Company’s Articles of Association
so that any new Director appointed to fill a casual vacancy shall
be subject to re-election by shareholders at the first general
meeting after appointment.

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 issued share capital was held by the public as
at the date of this report.
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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
29th March, 2012
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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 48 to 119, which comprise the consolidated
statement of financial position as at 31st December, 2011,
and the consolidated statement of 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.

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.

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.

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, 2011 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

29th March, 2012
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

= A 3¢
FOR THE YEAR ENDED 31ST DECEMBER, 2011
BE—F——F+= A= —HILEE

2011 2010
Notes HK$' 000 HK$' 000
B 5 THERx FH&T
Revenue W &= 7 1,440,233 1,428,886
Cost of sales 5 & AR (1,224,150) (1,167,934)
Gross profit E A 216,083 260,952
Other income Ha g A 8 24,875 19,317
Selling and distribution costs HE R HKA (68,624) (80,963)
Administrative expenses THAX (71,108) (82,325)
Other expenses HAb (34,181) (15,746)
Finance costs BA TS 7R 9 (24,370) (21,126)
Changes in fair value of unsecured mIEMEEEE
structured borrowing NEEZE - 297
Changes in fair value of derivative financial T4 4@ T A
instruments NEBZE 19 (5,815) 2,829
Profit before taxation IR bE 36,860 83,235
Income tax expense FriS & X 10 (10,067) (11,525)
Profit for the year, attributable to owners KNQ BB A
of the Company FE A 11 26,793 71,710
Other comprehensive income for the year: FEH M2 mIkE :
Exchange differences arising from MEBINETE 2
translation of foreign operations PEH E% 60,536 34,214
Total comprehensive income for the year, AR A#HB AEIEFEE
attributable to owners of the Company 2HEMEEEE 87,329 105,924
HK cents HK cents
AL P AL
Earnings per share TFREF 14
- basic — &R 5.55 14.85
— diluted —#58 5.54 14.43

HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHT




AT 31ST DECEMBER, 2011
R-F——Ff+-A=1—H

Non-current assets
Property, plant and equipment
Prepaid lease payments on land use rights

Current assets

Inventories

Trade and other receivables

Deposits and prepayments

Prepaid lease payments on land use rights
Derivative financial instruments

Bank balances and cash

Current liabilities

Trade, bills and other payables
Taxation payable

Derivative financial instruments
Unsecured bank borrowings

Net current assets
Total assets less current liabilities

Capital and reserves
Share capital
Share premium and reserves

Total equity, attributable to owners
of the Company

Non-current liabilities
Unsecured bank borrowings
Deferred taxation

The consolidated financial statements on pages 48 to 119 were
approved and authorised for issue by the Board of Directors on
29th March, 2012 and are signed on its behalf by:

DIRECTOR %
HUI SUM KWOK ##%E
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FRBEE
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Notes

B &

15
16

17
18

16

19
20

21

19
22

23

22
24

2011
HK$’ 000
FET

1,352,900
23,486

1,376,386

188,288
193,336
6,923
613

728
299,747

689,635

213,783
18,765
13,432

439,674

685,654

3,981

1,380,367

48,292
971,513

1,019,805

329,428
31,134

360,562

1,380,367

DIRECTOR %

HUI SUM PING 7% ¥

2010
HK$" 000
THETT

1,254,680
35,863

1,290,543

236,240
232,437
12,216
8562
2,642
203,125

687,512

204,832
20,296
&, a7
439,308

667,963

19,649

—

,310,092

48,292
899,674

947,966

335,057
27,069

362,126

1,310,092

REBASEINNOB VR AV BHRERENR T ——_F =8
ZHNEKESTEMERBREERER  THNIESAK
REE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

L ETY T

FOR THE YEAR ENDED 31ST DECEMBER, 2011
BT+ A=+ AUFE

Share
Share Share Special  Translation options Retained
capital premium reserve reserve reserve profits Total
BA  ROEE  BHRE EXRE BRERE REIE @zt
HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$'000 HK$' 000 HK$'000
T T TAR TEL THL T T
(Note)
(MzE)

t 1st January, 2010 WZE-F4—-f—H 48,292 425,382 (107,444) 11,744 12,874 463,567 854,415
Profit for the year EEFH - - - - - 71,710 71,710
Exchange differences arising from R EEHNERZ

translation of foreign operations EREBREEEM

and total other comprehensive PEkELE

income for the year - - - 34,214 - - 34,214
Total comprehensive income FEXANREE
for the year - - - 34,214 - 71,710 105,924
Recognition of equity-settled BRNRELE

share-based payments MRH X2 2 i - - - - 3,081 = 3,081
Final dividend paid in respect of BER=ZZTNE

2009 RERE - - - - - 10,625) 10,625)
Interim dividend paid in respect of ~ BR=Z—%&F

2010 RS = = = = = (4,829) (4,829)
At 31st December, 2010 RZT-TF+ZA

E1=F 48,292 425,382 (107,444) 45,958 15,955 519,823 947,966

Profit for the year EENB - - - - - 26,793 26,793
Exchange differences arising from 2 EEHNERZ

translation of foreign operations EREBREEEM

and total other comprehensive PEkEEE

income for the year - - - 60,536 - - 60,536
Total comprehensive income FERAYNREE

for the year - - - 60,536 - 26,793 87,329
Recognition of equity-settled BRURELE

share-based payments RH X2 - - - - 929 = 929
Final dividend paid in respect of BR=Z-ZF

2010 RERE - - - - - (16,419) (16,419)
At 31st December, 2011 RZE——%+ZA

_‘\’ H 48,292 425,382 (107,444) 106,494 16,884 530,197 1,019,805
Note: Bt &F :
Special reserve represents the difference between the costs of tﬁﬂljfgﬁﬁg"ﬁ$7}aﬁéﬂﬁj§'& AIZIREKAEREEA LHE DR

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

HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHT
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FOR THE YEAR ENDED 31ST DECEMBER, 2011

m—E—— 4 — = — [

Operating activities
Profit before taxation
Adjustments for:

Finance costs

Impairment losses (reversal of

impairment losses) on trade receivables
Allowance (reversal of allowance)

for inventories
Depreciation of property,
plant and equipment

Release of prepaid lease payments

on land use rights
Interest income
Loss on disposal of property,
plant and equipment
Share-based payment expense

Changes in fair value of derivative

financial instruments

Changes in fair value of unsecured

structured borrowing

Operating cash flows before movements

in working capital

Decrease (increase) in inventories

Decrease (increase) in trade and
other receivables

Decrease (increase) in deposits
and prepayments

Increase in trade, bills and other payables

Settlement of derivative financial
instruments, net

Cash generated from operations
Income tax paid
Income tax refund

Net cash from operating activities

Investing activities

Purchases of property, plant and equipment
Increase in prepaid lease payments

on land use rights

Interest received

Proceeds on disposal of property,
plant and equipment

Net cash used in investing activities

RETH

75 A1 ) B

KAEH AT AE
B
BHRWHIAZBERE
(B EREREE)
FEBE
(BOFERE)
mE - BE M
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HE A
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HEWE - BE &
REEE
AR S 2 X i
TEEMTEATE
ZEE
BEMEBIERERQTE
k-4
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Z 5 K H MR RIE
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Ze RBEMAFRD

(&)
B 5« FIR &CH b FE S BRI E AN
UTESMT AZEE

R EE

LEELAZRS
ERNAER
R EFFH

RETHEEZHETHE

REEE

WEME  BE R&E
T EREENEE
FRIRIE hn

B UH 8

HEME  WEERE
P S 3IR

REFDEAZREFE

2011
HK$'000
FHEx
36,860
24,370
256

64

73,389

607
(1,083)

555
929

5,815

141,762
47,888

59,467

5,293
22,368

6,004

282,782
(7,542)

5

275,245

(133,470)

1,083

736

(131,651)

2010
HK$' 000
THETT
83,235
21,126
(3,589)
(54)
68,027

605
(625)

654
3,081

(2,829)

(297)

169,334

(81,324)

(65,298)

(4,022)
25,113

2,705

46,508
(1,480)

45,028

(99,828)

(1,351)
625

170

(100,384)
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FOR THE YEAR ENDED 31ST DECEMBER, 2011

m—E—— 4 — = — [

Financing activities

New bank loans raised

Other bank borrowings drawn

Increase (decrease) in trust receipt loans

Repayment of bank loans

Repayment of other bank borrowings

Repayment of unsecured structured
borrowing

Dividends paid

Interest paid

Net cash (used in) from financing
activities

Net increase in cash and cash
equivalents

Cash and cash equivalents
at 1st January

Effect of foreign exchange
rate changes

Cash and cash equivalents at
31st December
represented by bank balances and cash

BMEEE
#IgIRITE R
REEAMRITEER
EREMRE L
EERITER
EEAEMRITEER
BEBERAMEE

E

Bk S
EENRPS)

RMETE (ER)EE
ZREFE

ReERESEEEN
B

R—A-—HHEER
Re%E

EREH 2
R+=—HA=+—H

REekBEEE
RITHAB MR R
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2011
HK$'000
85

254,360

934,034

15,882
(310,983)
(906,352)

(16,419)
(24,370)

(53,848)

89,746

203,125

6,876

299,747

2010
HK$' 000
THETT

301,527

595,582
(14,139)
(225,189)
(527,913)
(15,640)

(15,454)
(21,126)

77,648

22,292

174,438

6,395

203,125



NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR R MR

FOR THE YEAR ENDED 31ST DECEMBER, 2011
BE-F——#+-f=1—ALFE

GENERAL

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 lIslands and its shares are
listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). Its parent is Hop Fung Industries
Limited, a company incorporated in the British Virgin
Islands and its ultimate parent is Hop Fung Industries
(Holdings) Limited, a company also incorporated in the
British Virgin Islands. 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
Hong Kong dollars (“HKD"), which is also the functional
currency of the Company.

The Company acts as an investment holding company.
The principal activities of its principal subsidiaries are set
out in Note 32.

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

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

Amendments to HKFRSs Improvements to HKFRSs issued in 2010

HKAS 24 (as revised in 2009) Related Party Disclosures

Amendments to HKAS 32 Classification of Rights Issues
Amendments to HK(IFRIC) Prepayments of a Minimum Funding
-Int 14 Requirement
HK (IFRIC) - Int 19 Extinguishing Financial Liabilities with
Equity Instruments

The application of the new and revised HKFRSs in the
current year has had no material effect on the amounts
reported in these financial statements and/or disclosures
set out in these financial statements.
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NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR R MR

FOR THE YEAR ENDED 31ST DECEMBER, 2011
BT+ A=+ AUFE

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

The Group has not early applied the following new and

revised HKFRSs that have been issued but are not yet

effective:

Amendments to HKFRS 7 Disclosures - Transfers of Financial
Assets'

Disclosures - Offsetting Financial
Assets and Financial Liabilities?

HKFRS 9 Financial Instruments®

Amendments to HKFRS 9 Mandatory Effective Date of HKFRS 9
and HKFRS 7 and Transition Disclosures®

HKFRS 10 Consolidated Financial Statements?

HKFRS 11 Joint Arrangements?

HKFRS 12 Disclosure of Interests in Other Entities?

HKFRS 13 Fair Value Measurement?

Presentation of Items of Other
Comprehensive Income®

Deferred Tax - Recovery of Underlying
Assets*

HKAS 19 (as revised in 2011) Employee Benefits?

Amendments to HKAS 1

Amendments to HKAS 12

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

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

Offsetting Financial Assets and Financial
Liabilities®

Stripping Costs in the Production Phase
of a Surface Mine?

Amendments to HKAS 32

HK(IFRIC) - Int 20

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

2011

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

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

4 Effective for annual periods beginning on or after 1st
January, 2012

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

@ Effective for annual periods beginning on or after 1st

January, 2014

HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHT
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FOR THE YEAR ENDED 31ST DECEMBER, 2011
A — J=f— [ FEEF

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

Key requirements of HKFRS 9 are described as follows:

HKFRS 9 requires all recognised financial assets
that are within the scope of HKAS 39 Financial
Instruments: Recognition and Measurement to be
subsequently measured at amortised cost or fair
value. Specifically, debt investments that are held
within a business model whose objective is to collect
the contractual cash flows, and that have contractual
cash flows that are solely payments of principal and
interest on the principal outstanding are generally
measured at amortised cost at the end of subsequent
accounting periods. All other debt investments
and equity investments are measured at their fair
values at the end of subsequent reporting periods.
In addition, under HKFRS 9, entities may make an
irrevocable election to present subsequent changes
in the fair value of an equity investment (that is not
held for trading) in other comprehensive income, with
only dividend income generally recognised in profit or
loss.

The most significant effect of HKFRS 9 regarding the
classification and measurement of financial liabilities
relates to the presentation of changes in the fair
value of a financial liability (designated as at fair value
through profit or loss) attributable to changes in the
credit risk of that liability. Specifically, under HKFRS
9, for financial liabilities that are designated as at fair
value through profit or loss, the amount of change in
the fair value of the financial liability that is attributable
to changes in the credit risk of that liability is
presented in other comprehensive income, unless the
recognition of the effects of changes in the liability’s
credit risk in other comprehensive income would
create or enlarge an accounting mismatch in profit or
loss. Changes in fair value attributable to a financial
liability's credit risk are not subsequently reclassified
to profit or loss. Previously, under HKAS 39, the entire
amount of the change in the fair value of the financial
liability designated as at fair value through profit or
loss was presented in profit or loss.
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FOR THE YEAR ENDED 31ST DECEMBER, 2011
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Based on the Group's financial assets and financial
liabilities as at 31st December, 2011, the application of
HKFRS 9 is not expected to have a significant impact
on amounts reported in respect of the Group's financial
assets and financial liabilities. However, it is not
practicable to provide a reasonable estimate of that effect
until a detailed review has been completed.

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

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

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

The directors of the Company anticipate that the
application of the other new and revised standards,
amendments or interpretations will have no material
impact on the results and the financial position of the
Group.
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FOR THE YEAR ENDED 31ST DECEMBER, 2011
A — J=f— [ FEEF

The consolidated financial statements have been
prepared in accordance with Hong Kong Financial
Reporting Standards 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 and by the Hong Kong
Companies Ordinance.

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

The principal accounting policies are set out below.

The consolidated financial statements incorporate
the financial statements of the Company and entities
controlled by the Company (its subsidiaries). Control is
achieved where the Company has the power to govern
the financial and operating policies of an entity so as to
obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated statement
of comprehensive income from the effective date of
acquisition and up to the effective date of disposal, as
appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies in line with those used by other members of the
Group.

All intra-group transactions, balances, income and
expenses are eliminated on consolidation.
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FOR THE YEAR ENDED 31ST DECEMBER, 2011
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Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable
of 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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FOR THE YEAR ENDED 31ST DECEMBER, 2011
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Property, plant and equipment including land and buildings
held for use in the production or for administrative
purposes are stated in the consolidated statement of
financial position at cost less subsequent accumulated
depreciation and accumulated impairment losses.

Depreciation is recognised so as to write off the cost
of items of property, plant and equipment over their
estimated useful lives and after taking into account of
their estimated residual value, using the straight-line
method.

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 derecognition of the asset
(calculated as the difference between the net disposal
proceeds and the carrying amount of the item) is included
in profit or loss in the period in which the item is
derecognised.

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the first-in, first-out method.

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.
If the recoverable amount of an asset is estimated to be
less than its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount. An impairment
loss is recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset 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 in prior
years. A reversal of an impairment loss is recognised as
income immediately in profit or loss.
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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 and
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 financial asset 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 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 asset, 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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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 an identified portfolio of 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 asset.

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 trade and other
receivables, and bank balances and cash) are carried 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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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.
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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

Financial liabilities 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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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 future; 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

o 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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Derivative financial instruments

Derivatives are initially recognised at fair value at the
date when derivative contracts are entered into and are
subsequently remeasured to their fair value at the end
of each 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 expire. The difference between the carrying amount of
the financial liability derecognised and the consideration
paid and payable is recognised in profit or loss.
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FOR THE YEAR ENDED 31ST DECEMBER, 2011
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Provisions are recognised when the Group has a present
obligation as a result of a past event, and it is probable
that the Group will be required to settle that obligation,
and a reliable estimate can be made of the amount of the
obligation. Provisions are measured at 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 some or all of the expenditure required to settle
tax or other liabilities are expected to be reimbursed
by another party, the reimbursement is recognised in
income and as an asset when it is virtually certain that
reimbursement will be received.

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.
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FOR THE YEAR ENDED 31ST DECEMBER, 2011
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Leases are classified as finance leases whenever the
terms of the leases 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 term of the relevant lease.
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.

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, 2011
A — J=f— [ FEEF

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

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from profit as reported in
the consolidated statement of comprehensive income
because of items of income or expense that are taxable
or deductible in other years and 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 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.

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.
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FOR THE YEAR ENDED 31ST DECEMBER, 2011
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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 is recognised in profit or loss,
except when it relates 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.

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are
recorded in the respective functional currency (i.e. the
currency of the primary economic environment in which
the entity operates) at the rates of exchanges prevailing
on the dates of the transactions. At the end of each
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.

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.
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FOR THE YEAR ENDED 31ST DECEMBER, 2011
A — J=f— [ FEEF

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) at the
rate of exchange prevailing at the end of the reporting
period, and their 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 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.

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.

HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHT

REINGEAMBERRMES  AREBEIINEHZE
ERBEDNENBEHRZEREZRBRER/ANE
B2HREE (BT  MEKARIHTIIRZ
FEZVFHEXRETHRE  BRIEEXRZHAER
HIR AR B RIERIFR - RUEBRT - AIERAR
RHEAZERER -FIELZELZE (WH)
REMPEBARER  UREXFERT 2 #m

BE BEILEEARATREE (IR EBRRKH
FTHRRBRERRRIEEZEE) CERENRE
ERAFARFTEEZRE  BEERFEELDR
DELAE L AT EREE g s IR ER R IE - ’FE
EEAFANKREREER FREREMRRZ
BRERA  RABRRERNZEERAHRE -

FBEREMEBEERARTRES 2 RN IER AR -

R AES S, BREERAKRENGE
1 2 R B B 4R (AR 75 T 2 15 S 5K 2 HE 1 By
BIVE 5 ST FERR ©



FOR THE YEAR ENDED 31ST DECEMBER, 2011
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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.

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 observable market inputs 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.
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NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31ST DECEMBER, 2011
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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.

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.

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.
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FORTHE YEAR ENDED 31ST DECEMBER, 2011
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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.

FINANCIAL INSTRUMENTS

(a) Categories of financial instruments

EXEREE

AERASERTEERTRESELE A%
BHEAARTEE  WEBREERBAER
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K ST RBBTE -

AEENERARBERRERERASFERZ
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7 BEREEERESRARBEEANBEERR -
REANREENER  AREFHEBKNERE
BATH - BEBRDURBETHERXBELRE
B BAFERBEARRRE -

€@WMIA

(a) EMITAEZER

2011 2010
HK$’000 HK$' 000
FET FET
Financial assets B EE
Fair value through profit or loss AR B AfERR
(FVTPL) (A AFEEFAERE])
Derivative financial instruments PTESMITA 728 2,642
Loans and receivables (including ERXKEWFIE (BIERE K&
cash and cash equivalents) ReFEME) 493,083 435,562
493,811 438,204
Financial liabilities HEEE
Fair value through profit or loss ARFEEGABR
(FVTPL) (AR TFEFAER]
Derivative financial instruments TESMITA 13,432 3,627
Amortised cost 55K AN 982,885 979,197
996,317 982,724
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FOR THE YEAR ENDED 31ST DECEMBER, 2011
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The Group’s major financial instruments include
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.

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, 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 structured forward contracts as set
out in Note 19.
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NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR R MR

FOR THE YEAR ENDED 31ST DECEMBER, 2011
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6. FINANCIAL INSTRUMENTS (continued) 6.

(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)

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:

(b) BEREMEEBEZRBE (4
mE Rk (E)
SN S (48 )

() SEPTEINEEREERER ARG (H)

RBER FAEENEFHEEERS
BWREEEUIINZINEINENEE R
EREBABRZERENT

Assets Liabilities
BE 8

2011 2010 2011 2010

HK$'000 HK$' 000 HK$’ 000 HK$'000

FTHT FHT TR FET

RMB AR 2,919 4,058 189 3,533

HKD BT 13,215 4,658 78,678 5,825

usD ET 12,719 15,939 44,498 47,603

Other HAth 26 46 - -
Foreign currency sensitivity analysis ISR E AT

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.

TRHIAEEEEREEER Y
BEEMAERINEFERRZES%D ZH
B BREEUBARAEEHEX

AEEEEH A ME BREDINE
a%LM\\%J%Zréﬁi?EEMIEE :
YRFRAEELIBIARRER 5%
e ARREERR ARNBITERE
TS FEAETRETEXRKEZ
SNSRI FEM - Bt E - TXZ
SRR E T W R BRI
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FOR THE YEAR ENDED 31ST DECEMBER, 2011
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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)

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

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,

TRITHE#E)

(b) MBEKREEBERBE &)

S meE (&)
SMEER (B

() SEOTEINBEEMEERERAE(®

I BB R R T (AR

TXZHBESNMBRAAREHE
TR EZEREELREBEN R LIAH
SEERNEERETRARBZZE -

REBEEMS  HMABEEERZ
DR REEMRMNFTEZES
B5% @ I EABHERMD - A -
REBKEEMS  HMABSEEERZ
DREEERABRMRMFTEZES

in relation to monetary liabilities, where the B5% - AIFEEFE &8 -
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.
RMB Impact HKD Impact
ARBZEE BrzEE
2011 2010 2011 2010
HK$'000 HK$' 000 HK$'000 HK$' 000
TER FHET TER FET
Increase (decrease)  FEE 0 O )
in profit (137) (26) 3,273 58

A 5% weakening of the functional currency
would have an equal but opposite impact on the
profit for the year.

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.

HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHT

D EREESY  AFEFNEEXE
HRHREERZZE -

ARAREERR ARFREARL T
EERBRFAZER  HERE DAL
TKREB Z5MNER K -



NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR R MR

FOR THE YEAR ENDED 31ST DECEMBER, 2011
B CE——F A=t —HIFE

6. FINANCIAL INSTRUMENTS (continued)

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

Market risk (continued)

Foreign currency risk (continued)

(ii)

Foreign exchange structured forward contracts

During the year, the Group has entered into
several foreign exchange structured forward
contracts with banks, details are disclosed in
Note 19. These derivatives are not accounted
for under hedge accounting. The Group's foreign
exchange structured 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$73,134,000/
HK$73,134,000 respectively (2010: decrease/
increase by HK$11,038,000/HK$11,038,000).

In the opinion of the directors of the Company,
the above sensitivity analysis is unrepresentative
of the inherent foreign currency exposure.
Details of the terms of the leveraged foreign
exchange forward contracts are set out in Note
19.
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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"), and prevailing
interest rates offered by the People's Bank of China
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
amount of 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 post-
tax profit for the year ended 31st December, 2011
would decrease/increase by HK$3,646,000 (2010:
decrease/increase by HK$3,872,000).

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, 2011
A — J=f— [ FEEF

Credit risk

As at 31st December, 2011, the Group's maximum
exposure to credit risk which will cause a financial
loss to the Group due to failure to discharge an
obligation by the counterparties is arising from
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
the Company has delegated a team responsible for
determination of credit limits, credit approvals and
other monitoring procedures to ensure that follow-up
action is taken to recover overdue debts. In addition,
the Group reviews the recoverable amount of each
individual trade debt at the end of the reporting
period to ensure that adequate impairment losses are
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
the counterparties are banks with high credit ratings
assigned by international credit-rating agencies.

Other than concentration of credit risk on liquid funds
which are deposited with several banks with high
credit ratings, the Group does not have significant
concentration of credit risk. Trade receivables consist
of a large number of customers, spread across
diverse industries and geographical areas.

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.
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Liquidity risk (continued)

The Group relies on bank borrowings as a significant
source of liquidity. As at 31st December, 2011,
the Group has available undrawn borrowing
facilities of approximately HK$249,918,000 (2010:
HK$385,713,000). The Group monitors its current
and expected liquidity requirements regularly
and 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.

For derivative instruments that settle on a net
basis, undiscounted net cash (inflows)/outflows are
presented. The liquidity analysis for the Group’s
derivative financial instruments are prepared based
on the contractual maturities as the management
considers that the contractual maturities are essential
for an understanding of the timing of the cash flows
of derivatives.
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6. FINANCIAL INSTRUMENTS (continued) 6. TWMIE®)
(b) Financial risk management objectives and (b) BIREMEEEERBE &)
policies (continued)
Liquidity risk (continued) REBELEE (&
Liquidity and interest risk tables HEE R FIC K
Weighted On
average demand or Total
effective  less than 13 3 months undiscounted  Carrying
interestrate 1month  months  to1year 1-2years 2-5years cashflows  amount
mETE  %ER9  -fERE A ARRE
ERAZ  -EAR  ZER E-f -HZ@E WMEERF REBAE  REE
% HK$'000  HK$'000  HK$'000  HKS$'000  HKS'000  HK$'000  HK$'000
TR  TEn  TER  TEn TR TEn  TER
201 ZF--F
Non-derivative financial liabilities 374 8% 8 &
Trade, bills and other payables 85 REREMENTE - 213,783 - - - - 213783 213,783
Varigble rate unsecured FEERRRAEE
bank borrowings 37 167878 183944 110278 100,354 218261 780,715 729,102
Fived rate unsecured TRERRRAHE
bank borrowings 0.6 - - - - 40,779 40,779 40,000
381,661 183944 110278 100,354 259,040 1,035277 982,885
Derivatives settled net RREEE(AIA
Foreign exchange forward MNEZSHAH ()
contracts (Note) 686 1,248 7335 8,512 - 17,181 13,432
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6. FINANCIAL INSTRUMENTS (continued) 6. E®ITH &)
(b) Financial risk management objectives and (b) BXEBREEEEREE &)
policies (continued)
Liquidity risk (continued) FEELRERE (&
Liquidity and interest risk tables (continued) HEE2 R FIE R R (&)
Weighted On
average  demand or Total
effective  less than 1-3 3 months undiscounted  Carrying
interestrate 1 month months  to1year  1-2vyears  2-byears cash flows amount
mEYY  #BEX%  -EAE =fiR AR
ERAE AR =fiR E-5 —FE@E WEERE  iELE  BEE
%  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
T T T TAL i T T
2010 “3-3%
Non-derivative financial liabilities ~ {7 H%ER
Trade, bills and other payables 85 ZERABERNE - 20483 - - - - 04832 20483
Variable rate unsecured FREERSARE
bank borrowings 31 195595 143627 118946 254222 95,140 807530 774,365
400,427 143,627 118,946 254,222 95,140 1,012,362 979,197
Derivatives settled net REELEEZHATE
Foreign exchange forward NERBAN (K3
contracts (Note) (75) (98) 1,221 3,939 - 4,987 3,527

Note:

The above cash flows were estimated based on
yield curves of market HK$ to US$ and RMB to US$
exchange rates prevailing at the reporting date. Such
yield curves showed market HK$ to US$ and RMB
to US$ exchange rates over a range of maturity
dates. Estimated cash flows in RMB to US$ were
then translated to HK$ at spot rates prevailing at the
reporting date for presentation purpose. The above
cash flows might not reflect the actual outcomes. A
significantly weakening in RMB against US$ would
result in the Group's purchasing much more RMB
than what the Group needs due to the leverage.
Details of the terms of the leveraged foreign
exchange contracts are set out in Note 19.
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6.

FINANCIAL INSTRUMENTS (continued) 6. €@ T H &)
(b) Financial risk management objectives and (b) BEEREEBEEZERBE &)
policies (continued)
Liquidity risk (continued) FEELREE (E
Bank loans with a repayment on demand clause are BEREEEREEKRZIRITERYE
included in the “on demand or less than 1 month” AL BEE MR R Esksk— @A K
time band in the above maturity analysis. As at HE R ZE——F+-_A=+—HBE=-ZF
31st December, 2011 and 31st December, 2010, —ZTF+-_A=Z+—8 ZSRITEXN=E
the aggregate undiscounted principal amounts of BRITINIWLEBETH 7l R65,922,0005 7T
these bank loans amounted to HK$65,922,000 and 110,035,000/ T ° 48 & K& 7N & B B 75 Ak
HK$110,035,000 respectively. Taking into account g EEHEERITETSSTEE T ERA
the Group’s financial position, the directors do not RFERZBIBREF -
believe that it is probable that the banks will exercise
their discretionary rights to demand immediate
repayment.
For the purpose of managing liquidity risk, the EBEERBESRK  EEEBRETNXRATH
management reviews the expected cash flow HEAZEETERBESE S EREX
information of the Group’'s bank loans with a EERFZAEEBRTERNEFHRESR
repayment on demand clause based on the S ERETRA ¢
scheduled repayment dates set out in the agreement
as set out in the table below:
On
demand or Total
less than 1-3 3 months undiscounted Carrying
1 month months to 1 year 1-2 years 2-5years  cash flows amount
EES e K =fiR FEES
—-fiAR =f8A E-f  -EERE  WEZLF HEAE REfE
HKS'000 HK$'000 HK$' 000 HKS$' 000 HKS' 000 HKS' 000 HK$" 000
TR TiEn TiEn TiEn THER TR T
il =
Bank borrowings with a repayment % 7& FTREE k(AR
on demand clause Bz BimiEE 1,789 19,500 24,641 20,902 - 66,838 65,922
2010 Z¥-%F
Bank horrowings with a repayment %A W BER ZR[EE
on demand clause Bz RiRE 2,542 16,609 36,233 35,843 20,883 112,110 110,035

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

WEBAERBERARZEHIRANEE
FEZMEME - AR EREREITEMBAEE
FBNERTANSHEAFLER -

ANNUAL REPORT 2011 E#H &

83



84

FOR THE YEAR ENDED 31ST DECEMBER, 2011
A — J=f— [ FEEF

The fair values of financial assets and financial

liabilities are determined as follows:

MEEBERMBRBEZAFEEENT

The fair values of financial assets and financial
liabilities with standard terms and conditions
and traded in active markets are determined
with reference to quoted market bid and ask
prices respectively.

The fair values of derivative instruments are
calculated using quoted prices. Where such
prices are not available, a discounted cash
flow analysis is performed using the applicable
yield curve for the duration of the instruments
for non-optional derivatives, and option pricing
models for optional derivatives. Foreign currency
forward contracts are measured using quoted
forward exchange rates and yield curves derived
from quoted interest rates matching maturities
of the contracts.

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

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.
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6. FINANCIAL INSTRUMENTS (continued) 6. €EMIH @

(¢) Fair value (continued)

Level 1 fair value measurements are those derived
from quoted prices (unadjusted) in active market
for identical assets or liabilities. Level 2 fair value
measurements are those derived from inputs other
than quoted prices included within Level 1 that are
observable for the asset or liability, either directly
(i.e. as prices) or indirectly (i.e. derived from prices).
Level 3 fair value measurements are those derived
from valuation techniques that include inputs for the
asset or liability that are not based on observable
market data (unobservable inputs).

Derivative financial instruments are measured
subsequent to initial recognition at fair value, grouped
into Level 2.

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 purposes
of resource allocation and assessment of segment
performance is analysed based on the difference in
products.

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.
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7. REVENUE AND SEGMENT INFORMATION
(continued)

Segment information (continued)

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

Segment revenues and results

For the year ended 31st December, 2011

7. WERDBER (&)

D a2 RFEAE

BE-F —£+-A=+-ALEE

Corrugated Segment
Containerboard Packaging total Eliminations ~ Consolidated
BRA REE% ax: k| &®E
HK$' 000 HK$"000 HK$ 000 HK$' 000 HK$' 000
TR TR TERT TR TR
REVENUE 6
External sales HOMEE 213,666 1,226,567 1,440,233 - 1,440,233
Inter-segment sales DEHEHE 839,067 3,18 842,185 (842,185) -
Total @& 1,052,733 1,229,685 2,282,418 (842,185) 1,440,233
RESULT £ |
Segment profit DERFIE 11,854 55,191 67,045 - 67,045
Finance costs BBk A (24,370)
Changes in fair value fTESRIA
of derivative AFEZED
financial instruments (5,815)
Profit before taxation BRIFE 36,860

HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHT
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7. REVENUE AND SEGMENT INFORMATION
(continued)
Segment information (continued)

Segment revenues and results (continued)

For the year ended 31st December, 2010

WakosHER (&)

DEHER

7 aE R FEAE (E)

BE-Z2-PE+-A=+-HLEE

Corrugated Segment
Containerboard Packaging total Eliminations Consolidated
R RFa% DE@E k] ey
HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000
FHL THL THL FHT FHL
REVENUE W&
External sales HIMNEE 156,383 1,272,503 1,428,886 = 1,428,886
Inter-segment sales NEEEE 773,388 2,522 775,910 (775,910) =
Total B 929,771 1,275,025 2,204,796 (775,910) 1,428,886
RESULT £
Segment profit VaR= p DE 39,145 62,090 101,235 - 101,235
Finance costs BB A (21,126)
Changes in fair value of BEAEBREER
unsecured structured AYEzE
borrowing 297
Changes in fair value of fTEemIA
derivative financial AYEZED
instruments 2,829
Profit before taxation 807 83,235

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, changes in
fair value of unsecured structured borrowing 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.

REANZ/MHOMERBRA Z G5 BOK RN ES
P8z AEBE A BREMER -
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HE-F——F1-A=1—ALFE

7. REVENUE AND SEGMENT INFORMATION

(continued)

Segment information (continued)

Segment revenues and results (continued)

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.

Other segment information

For the year ended 31st December, 2011

Amounts included in the measure of segment profit:

Wik & 5 EE R ()

DEER

B ar R A (E)

DESREEE N2 RIRITMEE -

RRBEFERN  HEEME-—FFPRE

B BBAANEBRZETEI0% °

At 7 BEH

BE-F —#+-A=+-ALEE

AENHMNEREE SR

Az W

Corrugated
Containerboard Packaging Total
WA REE# wat
HK$'000 HK$'000 HK$'000
TER FTER TER
Interest income B U A 222 861 1,083
Amortisation of prepaid lease ENHERIERE
payments 346 261 607
Depreciation e 51,202 22,187 73,389
For the year ended 31st December, 2010 HE-_Z—ZF+_A=+—HLFE
Amounts included in the measure of segment profit: HESHFENEE 2SR
Corrugated
Containerboard Packaging Total
FER AR R Bt
HK$' 000 HK$' 000 HK$' 000
TET FET TET
Interest income B WA 239 386 625
Amortisation of prepaid lease BT & TR
payments 344 261 605
Depreciation nE 46,415 21,612 68,027
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7. REVENUE AND SEGMENT INFORMATION 7. WakoBER &)
(continued)
Segment information (continued) DEER (&)
Geographical information B E
The following table sets out information about (i) the TR EBNAEBRERIMNEOME D 2
Group's revenue from external customers by location of IRBEFPWHRINVAEBIREEMEMEEI D 2
delivery destination of the goods and (ii) the Group's non- ERFBEEZER -

current assets by location of assets:

Revenue from

external customers Non-current assets
IREF W E ERBEE
2011 2010 2011 2010
HK$'000 HK$' 000 HK$'000 HK$' 000
TER FHET TER FET
PRC H 1,440,233 1,428,886 1,370,520 1,284,867
Others Hth - - 5,866 5,676

1,440,233 1,428,886 1,376,386 1,290,543

Segment assets and liabilities TEEEREE

The measure of the segment reporting of the Group AEEETEEEAREFEERPEERRBANGEZ
reported to the CODM for the purpose of resources ARZAEBOHREFTEFATAEERERE
allocation and performance assessment does not include oA WEESNHEEREE

any assets and liabilities. Accordingly, no segment assets
and liabilities are presented.

8. OTHER INCOME 8. Hftlr A
2011 2010
HK$’ 000 HK$' 000
FH&T FET
Other income includes: HAa g A BIE -

Exchange gain, net P& s FE 219 137
Interest income from bank balances IRITEBF B WA 1,083 625
Scrap sales BEmmiHE 1,204 868
Service income Bl 75 U A 8,334 15,844
Sundry income HMIEIA 4,955 1,843

Reimbursement of tax and other ERREREMAS
charges (Note 10) (Mf7E10) 9,080 =
24,875 19,317
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9.

10.

FINANCE COSTS 9. BIBEAE
2011 2010
HK$’000 HK$' 000
FHET T
Interest on bank borrowings wholly ARAFREMZRITEE
repayable within five years ZH B 24,370 21,126
INCOME TAX EXPENSE 10. FRIEHMAX
2011 2010
HK$’000 HK$' 000
FHET FH&T
Current tax: BVHAR: 18 -
Hong Kong Profits Tax BEMNEH 1,644 1,016
PRC Enterprise Income Tax B EISH 608 1,351
2,252 2,366
Underprovision in prior years BIFERBETR
Hong Kong Profits Tax BEMEH 3,750 =
Deferred tax (Note 24) EERTE (M 7E24) 4,065 9,159
10,067 11,525

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 complimentary 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 People's Republic of China
on Enterprise Income Tax (the "EIT Law"”) and
Implementation Regulation of the EIT Law, the tax rate
of the PRC subsidiaries is 25% from 1st January, 2008
onwards.
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0. INCOME TAX EXPENSE (continued)

One PRC subsidiary is exempted from PRC EIT for two
years starting from the first profit-making year, followed
by a 50% reduction for the next three years pursuant to
the relevant laws and regulations in the PRC, was subject
to PRC EIT rate of 12.5% for the years ended 31st

December, 2010 and 2011.

The tax charge for the year can be reconciled to the
profit before taxation per the consolidated statement of

comprehensive income as follows:

Me-HE—=
BIEEE -
12.5% %4 49

10. FTBFHBAX (&)

RIBFFEABRRZEGRBRD - ALK E— R T B E
AR BAEEENFEEAMFERRLBRITE
E?é_ﬁﬁéﬁ%W%EPﬁ%Fﬁ’E
ﬁi& F——Ht+t-_A=1+—
RIARTBELEMSHRE

XS %R

FERBAXLEES
HERMOT

2 W Es R AR BT A 2

2011 2010
HK$’000 HK$' 000
FHERT T T
Profit before taxation AT F)E 36,860 83,235
Tax at Hong Kong Profits Tax rate of BREBNBHE16.5%
16.5% (2010: 16.5%) (ZZ=—ZF : 16, 5%>§+§Z$RIE 6,082 13,734
Tax effect of income not taxable for BAGRHIRAZHIEE
tax purpose (2,023) (933)
Tax effect of expenses not deductible A HIFE B = 2 FRIE £
for tax purpose 3,614 2,198
Tax effect of tax losses not recognised RAERTIBE 1B 2 %7 & - 428
Utilisation of tax losses previously FRLAABRZHEEEE
not recognised (464) (22)
Effect of different tax rate of P B BT B A &) B R
PRC subsidiaries TRz ZE 3,008 1,696
Effect of tax exemption granted to BT B AR ERE
Macau subsidiaries MB 8 (4,129) (10,636)
Tax effect of undistributed earnings FEBARRDIREFZ
of PRC subsidiaries (Note 24) Mg (fsE24) 347 5,150
Underprovision in prior years BEFERETR 3,750 =
Others HAb (118) (90)
Tax charge for the year FEMEZL 10,067 11,525
ANNUAL REPORT 2011 & E %
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On 9th December, 2004, a tax audit was commenced
by the IRD on certain subsidiaries of the Company,
namely, Gong Ming Hop Fung Paper Ware Factory
Limited (“GMHF"), Fung Kong Hop Fung Paper Ware
Factory Limited (“FKHF") and Hop Fung (Overseas)
Trading Limited (“HFQO") (the “Subsidiaries”), in respect
of the years of assessment 1998/1999 to 2003/2004. On
26th January, 2005, 5th January, 2006 and 2nd June,
2006, whilst these cases were still under investigation,
the IRD issued protective assessments for the years
of assessment 1998/1999, 1999/2000 and 2000/2001
to 2003/2004 respectively to the above-mentioned
subsidiaries in order not to jeopardise the assessment
powers of the IRD which will be timebarred after 6 years
of assessment. The taxes demanded under the protective
assessments amounted to HK$71,835,5627 in aggregate.
The Group had lodged objections with the IRD against all
these assessments.

Subsequent to the lodgement of objections by the
Subsidiaries, tax reserve certificates of HK$480,000
and HK$1,400,000 in respect of the assessments for
GMHF and FKHF, pending the outcome of the tax audits
and the objections, were purchased in March 2005 and
March 2006 respectively. A banker’s undertakings of
HK$9,369,022 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$60,586,505 demanded by the IRD have been held
over unconditionally.

During the year ended 31st December, 2011, the
Company reached an agreement with the IRD on the
tax filing basis of GMHF, FKHF and HFO for the years
of assessment 1998/1999 to 2003/2004. Under this
settlement basis, the Group was obliged to pay the total
amount of HK$19.8 million (including tax undercharged
of HK$12,706,955, penalty of HK$1,600,000 and interest
of HK$5,534,713) for the settlement of the tax case
up to the year of assessment 2003/04. Additional tax
provision of HK$2,458,309 and the related interests and
penalty of HK$7,134,713 (included in “other expenses”)
are recognised in profit or loss for the year ended 31st
December, 2011. As at 31st December 2011, the related
interest and penalty payable amounted to HK$5,100,944
is included in “trade, bills and other payables”. Based
on the Deed of Indemnity entered into between the
Company and the then shareholders of the companies
(which currently hold 57.26% of the Company’s shares in
total) before the listing of the Company's shares on the
Stock Exchange in the year 2003, the management has
estimated an amount of HK$9,079,436 to be reimbursed
from these shareholders. In the opinion of directors of the
Company, this amount to be reimbursed under the Deed
of Indemnity is not contributions from equity participants
as it is contractually payable by the covenantors based on
the terms set out in the Deed of Indemnity. Such amount
is recognised as other income for the year and included
n “trade and other receivables” at 31st December, 2011
in accordance with the Group's accounting policy for
provision and reimbursements of expenditures.
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11. PROFIT FOR THE YEAR

1. FERE

2011 2010
HK$’000 HK$' 000
FHERT T
Profit for the year has been arrived FEAMEES R GEA) T
at after charging (crediting): £IH
Auditor’s remuneration 1% 25 Bl B & 1,627 1,550
Allowance (reversal of allowance) FERE (BOFEEE)
for inventories (included in (GTATSHER A R
“cost of sales” and [ERAREZ 2
“cost of inventories TFEKA])
recognised as expenses”) 64 (54)
Cost of inventories recognised BRAEASZTFE
as expenses BN 1,224,150 1,167,934
Depreciation of property, M- WBEMEEZ
plant and equipment e
- included in cost of sales —FFAEHE KA 66,320 60,861
—included in other expenses —FrAEMAL 7,069 7,166
73,389 68,027
Release of prepaid lease payments BE i AERMGEE
on land use rights RIA 607 605
Loss on disposal of property, HEME  BERKE
plant and equipment B8 555 654
Impairment losses (reversal of E S EWERIE ZRE
impairment losses) on trade B (R EEE)
receivables (included in “other (FTATHEAMFAZ])
expenses”) 256 (3,589)
Operating lease rental for warehouse EERBAZLEHE
and office premises e 439 96
Staff costs B TITA
Directors’ emoluments (Note 12) BE=me (M:E12) 8,234 11,728
Other staff HEMET
— salaries and other allowances — ¥ & R H M ERL 63,978 76,349
- retirement benefit scheme — R RRE AET S K
contributions 4,865 4,365
— share-based payments —UABRMDIF 2z 306 1,022
77,383 93,464
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12. DIRECTORS’ EMOLUMENTS AND 12. EEM < R ES 5
EMPLOYEES' EMOLUMENTS
Directors E=E
Other emoluments
M
Retirement
Salaries benefit Share-
and other scheme based 2011 2010
Fees henefits Bonus  contributions payments Total Total
ek BIER NRH
ik REegA Al E L O T A HelE Hesg

HK$' 000 HK$'000 HK$'000 HK$'000 HK$' 000 HKS'000 HKS$ 000
ThET TAT TAT ThL ThEL TR ThEL

Mr. Hui Sum Kwok HRAEE - 1,329 500 12 134 1975 2713
Mr. Hui Sum Ping FRTRE - 1,329 500 12 149 1,990 2,766
Mr. Hui Sum Tai FhERE - 1,166 500 12 149 1,821 2512
Mr. Wong Wing Por (Note) TEREE ) - 1,185 - 12 149 1,346 2573
Ms. Hui Yuen Li ERifires - 676 - 12 3% 2 790
Mr. Liu Kwok Fai, Alvan BEELE - - - - = - 77
Mr. Chee Man Sang, Eric HRELE 122 - - - 4 126 125
Mr. Yip Kwok Kwan E)p 12 - - - - 122 47
Mr. Wong Chu Leung Vit 122 - - - 4 126 125
Total for 2011 “R--ERHenE 366 5,685 1,500 60 623 8,234 11,728
Total for 2010 “T-ZEEMeLE 335 9,274 - 60 2,059 11,728
Note: Mr. Wong Wing Por has resigned as an executive director e : TREAEEHRTATEERE H_F——
with effect from 30th December, 2011. F+ZRA=+THEER -
Bonuses to directors are determined based on the EE AN ERE T ——F+ZA=1+—
financial performance of the Group for the two years RIEMEFEAEEZHBRAEE
ended 31st December, 2011.
During the year, no emoluments were paid by the Group FRAEERESNEAME THEESIER
to these directors as an inducement to join or upon joining BEEMASIERENARER 2 REBIE HIER
the Group or as compensation for loss of office and no HERMHES TEESENETAHSE -

director had waived any emoluments.

Employees EE

Of the five individuals with the highest emoluments in the REBRAUERFMALTHR 2R (ZF—
Group, all five (2010: five) were directors of the Company TE:AM)EYREARAES  REZHME R
whose emoluments are set out above. EX#HF -
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13. DIVIDENDS 13. RE
2011 2010
HK$’ 000 HK$' 000
FHET FHIT
Final dividend paid in respect of 2010 BR-Z—ZFRHAKE
of 3.40 HK cents per share (2010: FH3.4078 1L
Final dividend paid in respect of (ZE—ZEF:BR=ZZTZTNF
2009 of 2.20 HK cents per share) RERIE B = R%2.2078 1) 16,419 10,625
Interim dividend paid in respect of BERZZE—FTFHHRE
2010 of 1.00 HK cent per share FM1.0078 1 - 4,829
16,419 15,454

The directors did not recommend the payment of a final
dividend for the year ended 31st December, 2011. The
final dividend in respect of 2010 of 3.40 HK cents per
share proposed by the directors was approved by the
shareholders in the annual general meeting held in 2011.

14. EARNINGS PER SHARE

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

14.

EETEFARNBEE_T——F+-_A=+—H
LEFEZREBE EFEBERERR _-FT——
FRITZBRRBFRASLME_T—TF 2R
% B8 13.40/8 1L °

BEREFN

A ARG A B RER R EE R TR T
BEHY -

the following data:

2011 2010
HK$’ 000 HK$' 000
FHET FET
Earnings &
Earnings for the purposes of basic AEEREARBERAF
and diluted earnings per share 2 F 26,793 71,710
2011 2010
Number of shares RHOEE
Number of ordinary shares in issue AEERERBFIAFE
during the year, for the purpose of BT T mARARE
basic earnings per share 482,924,000 482,924,000
Effect of dilutive potential ordinary EERESR 2 BEEE L AR
shares in respect of share options a7 1,085,694 13,912,834
Number of ordinary shares in issue HEEREERAN I AFE
during the year, for the purpose of B 317 I 3 A% A% X
diluted earnings per share 484,009,694 496,836,834
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15. PROPERTY, PLANT AND EQUIPMENT

15. ¥ - BERRXHE

Furniture, Plant,
Factory Leasehold fixtures ~ machinery
premises land and Leasehold and office and Motor
in the PRC buildings improvements  equipment  equipment vehicles Total
gL g% GR%E  HE B
YERE RkEF B RELERR BT hE @it
HKS$' 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000 HKS$' 000 HK$' 000
ThR ThER TAR TR TER TAR TAR
CosT Ak
At 1st January, 2010 ZE2-RE-f-0 460,773 4474 38,305 13,300 936,425 10,408 1,463,685
Exchange adjustments EiAE 12,753 45 569 168 23,522 102 37,159
Additions BR 1413 = 4129 644 81,447 1,415 89,048
Disposals e = = (71) (33) (1,183) (88) (1,375)
At 31st December, 2010 “E-ZF+-A=1-H 474,939 4519 42,932 14,079 1,040,211 11,837 1,588,617
Exchange adjustments L 19,610 69 1,063 280 39,570 184 60,766
Additions ER = - 1,341 b34 117,038 1,140 120,063
Disposals e - - (35) (97) (1,952) (1,521) (3,605
At 31t December, 2011 ZE-—fTZA=t-H 494,549 4,588 45,291 1479 1,194,867 11640 1,765731
DEPRECIATION AND HERES
AMORTISATION
At 1st January, 2010 “E2-RE-f-0 51473 852 29,831 5910 166,731 7,645 262,442
Exchange adjustments EiAE 1270 7 a0 4 2,093 7 3,909
Provided for the year FEAE 18736 180 3,351 1,235 43,188 1337 68,027
Eliminated on disposals HERTE - - (35 (20) (398) 88) (541)
At 31st December, 2010 “E-ZF+-A=1-H 71479 1,039 33,569 7,170 211,614 8,966 333,837
Exchange adjustments L 2542 13 728 90 4413 126 7912
Provided for the year FEEE 19,566 183 3324 1277 47,815 1,204 73,389
Eliminated on disposals HERTH - - (35) (55) (736) (1481) 2,307)
At 31st December, 2011 “E——%+Zf=1-H 93,587 1,235 37,586 8,482 263,106 8,835 412,831
CARRYING VALUES EE
At 31st December, 2011 “E-——%1+-f=1-H 400,962 3,353 7,705 6,314 931,761 2,805 1,352,900
At 31st December, 2010 “E-ZF+-A=1-H 403 460 3,480 9,363 6,909 828,597 287 1,254,680
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15. PROPERTY, PLANT AND EQUIPMENT

(continued)

The above items of property, plant and equipment are
depreciated on a straight-line basis at the following rates

15. ¥ - BERKE®E)

EAWE BEEREBEENERERATFEE
e :

per annum:
Factory premises in the PRC 4% or remaining lease term of FEHE 4% 3 T35 2 8 T 18
the land element, if shorter (ABREBE)
Leasehold land and buildings 4% or remaining lease term of HELHRET 4%k LI EH 2 8T
the land element, if shorter (ABREBE)
Leasehold improvements 20% HEMEELE 20%
Furniture, fixtures and office equipment 10% BRIt RERMAZRE 10%
Plant, machinery and equipment 3'/.% - 33'/,% R PR 3% - 33',%
Motor vehicles 20% RE 20%
2011 2010
HK$’000 HK$' 000
FHERT T
The carrying value of the Group's ERINTZAER
leasehold land and buildings HETHREFZ
shown above comprises: REERE
Situated in Hong Kong under R EBEBIWE B
medium-term lease HOE 1,238 1,313
Situated in Macau under {7 78R P 0 1% FR P HR
medium-term lease HOFE 2,115 2,167
3,353 3,480

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

b SRt o B R B 2 B TED B A B 4 AR AT £ 4
D RN EBLE2NATLIEREENES
BIA] e
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16. PREPAID LEASE PAYMENTS ON LAND USE 16.

T fE HEENEERE

RIGHTS
2011 2010
HK$’000 HK$' 000
FHERT T
The Group's prepaid lease payments  AN&E i FREBMNEAE
on land use rights comprise: IR
Land use rights in the PRC L FA PR B 2 £ b {5 AR 4
Medium-term lease AR HEAFE 49 24,099 36,715
Analysed for reporting purposes as: MEHMIEDHN :
Non-current asset ERBEE 23,486 35,863
Current asset mEEE 613 852
24,099 36,715

Included in the Group's prepaid lease payments on
land use rights is HK$1,873,000 (2010: HK$1,934,000)
prepayments under processing arrangement which
represent the prepaid amount under an operating lease for
land use rights.

Included in the Group's prepaid lease payments on land
use rights as at 31st December, 2010 is a piece of land
with carrying amount of RMB12,000,000 (equivalent to
HK$14,035,000) that the Group has not obtained the
formal legal title.

AEBEz T HFEREBNEERER 2R
1,873,000 7T (ZE —Z 4 : 1,934,000 7T) Z
MTZHBEMNR BT FERECEHRET A
&5

AEBR -_ZE—ZEF+-_A=+—B2ZLi(E
ARBENEERBEELEE RBEEEAARE
12,000,0007T (#8557 14,035,000% 7t) 2 £ -
ANEBMUWERGSZB L 2 ERETERE -

17. INVENTORIES 17. #&
2011 2010
HK$’ 000 HK$' 000
FHET FHT
Raw materials R # 108,915 168,801
Work in progress R 857 1,452
Finished goods BURY Gh 78,516 65,987
188,288 236,240
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18. TRADE AND OTHER RECEIVABLES

18. E5 R H {1 B W IR

2011 2010

HK$’ 000 HK$' 000

FET FET

Trade receivables B 5 EWFKRIA 169,958 232,964
Less: allowance for doubtful debts B REEEE (1,068) (784)
168,890 232,180

Other receivables (Note) H 4t i W FRIE (M) 24,446 257
Total trade and other receivables B R EMEWRIESE 193,336 232,437

Note:

Included in other receivables is reimbursement of tax
and other charges of approximately HK$9,080,000 (see
Note 10). In addition, during the current year, the Group
received a notification from the PRC local government for
the return of a piece of land for the local government's
redevelopment of the land for other purposes.The Group
paid RMB12,000,000 in prior years to acquire that piece
of land. The Group had not received the formal legal title
of that piece of land and the carrying amount of that piece
of land amounted to HK$14,670,000. Accordingly, the
Group has reclassified the carrying amount from prepaid
lease payments to other receivables upon receipt of the
notification. The Group is in the process of negotiating
with the PRC local government for the amount of
compensation. In the opinion of directors of the Company,
the Group will at least receive the cost paid for the land
by the Group in prior years amounting to RMB12,000,000
(equivalent to HK$14,670,000) and hence the carrying
amount of the land is included in “other receivables” as at
31st December, 2011.

M : HtEEAXERERENRBALREMBAXYD

9,080,000 7t (AL 5E10) © pboh - RER * K
EEBEEFEBIRF 2B RE—ELiLT
WHERNEZEEMALR - AEERBEFED
Z T AR 12,000,000 T8 AZIE i - KAEE
WHERGZEL M Z FXATEERE  ZiETib2
BR T {& 214,670,000/ 7T » A It + A5 E 7 Y ER
BAZEKEREAERENEEREEN S HE
AE MU R IE o N £ B IE £ AP B 5 BT A
EHEESE AQREERE  AEEERD
WRASERBEFERZRBLHWZENEAR
AR #12,000,0007T (#H55714,670,000% 7T)
iy R=F——F+-B=+—8 " ZELit
ZEEEED A TE MU GRE] A -
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The Group allows credit periods ranging from 5 to 150
days to its trade customers which may be extended to
selected trade customers depending on their trade volume
and history of settlement with the Group. The following is
an aged analysis of trade receivables net of allowance for
doubtful debts presented based on the invoice date at the
end of the reporting period:

Within 30 days 30BA

31 - 60 days 31260H
61 — 90 days 61290H
Over 90 days #E @90 H

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$34,128,000 (2010: HK$29,820,000) 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 51 days based on invoice dates (2010: 51 days).
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M T AR ZEEH - TW%Fﬁiﬁxgﬁ
BREAMNGREREEMEZ5 285BI
ZERER D

2011 2010

HK$’ 000 HK$’ 000

FTER TET

148,701 194,621

10,392 17,949

3,357 10,471

6,440 9,139

168,890 232,180
EEMTAFEFA > ANREERAIN LA
FRE FEBEEFZEEEZRRERER

REGERE TP ZEERBERIRSEEAE
HiRe - BEARBEINRIR(E 2 B 5 M8 USRS
HY EERNREHRIEF AR

AEBEZESRWHIAZGT BEREELRE
7334,128,0008 T 2 EWFHIB (ZF —FF :
29,820,000 L) * ZFERER MRS AC B -
i 75 52 [ 30 48 pf BB E R IR E 1T RUE - X B R
HEREBRFERIFES RN KRR S RBIL

BEFAM RERPZEEERIEERNRE
BRSEREMNAIWEE @A  NEBYL EL
ZEBBMTEEMNERR REXRAH &

FRWRIAR) TR A51R (ZF —
B) -

TF 5]
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HE-F——F1-A=1—ALFE

18. TRADE AND OTHER RECEIVABLES (continued)

19.

Ageing of trade receivables which are past due
but not impaired

18. EZ R HMEWKIE (&)
EEMERREZE S ERNEZ KRR

2011 2010
HK$’ 000 HK$' 000
FHET T T
Overdue by 1 to 30 days #mER1Z=30H 34,128 29,820
Movement in the allowance for doubtful debts REEREBET
2011 2010
HK$' 000 HK$' 000
FHET T T
Balance at the beginning of the year EF 3 784 4,356
Exchange adjustments ME 5, 8 28 17
Impairment losses (reversal of B RWHIEAEZ
impairment losses) recognised B R EEE
on trade receivables (B ERERE) 256 (3,589)
Balance at the end of the year FRER 1,068 784

Impairment losses were recognised based on the
Group's historical experience, aged analysis and internal
assessment of the recoverability of the debt. The Group
does not hold any collateral over these balances.

DERIVATIVE FINANCIAL INSTRUMENTS

BEBBEDRENEEHERZBERLR  RK
AT e (B & ) P B T A T RERR o AR B R
M EFEsms A EAERm -

19. fTEEBMI A

2011 2010
Assets Liabilities Assets Liabilities
=3 =R BE =L
HK$'000 HK$'000 HK$' 000 HK$' 000
FTER TER FET TET
Foreign exchange forward INEREE L
contracts 728 (13,432) 2,642 (3,527)

The Group has entered into foreign exchange forward
contracts to manage its exposure to currency risk of
certain trade, bills and other payables denominated in
foreign currencies. These derivatives are not accounted
for under hedge accounting.

REBRIZIMEEM A HABTEE T AN EFHE
2B ZRBEREMENFRBEAZZEERAR
ZETETAS KRR PETHEAREE
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19. DERIVATIVE FINANCIAL INSTRUMENTS

(continued)

19. fTEEMIT R (&)

2011 2010
HK$’000 HK$' 000
FHET T
Net cash inflow from settlement FARTESRT A
of derivative financial HEZFRERA
instruments during the year 6,004 2,705

At 31st December, 2011, 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 buy or sell US$ monthly until
maturity. The instruments purchased are to be settled on
a net basis. The major terms of these outstanding foreign

exchange forward contracts are as follow:

(i) Foreign exchange forward contracts as at

RZTE——F+=A=+—8 AEEHNKRET
ZONERMAENDIERERRZ AFETE - B
BEAOZGER  AEEEEXRABEALE R
XL HEAWNIHAL -BEZIABIKRFE
BE - ZENABTZIINEREHNEZKRN
T

(i) RZFB——F+ZA=+—-HZHNHEE

31st December, 2011 HEH
Total monthly Remaining total
notional amount notional amount Contract rate Maturity
BHEEHSH BTEREEH EHER [ 7% & 5
Buy US$8,000,000 (Note i) US$100,000,000 HK$7.738/US$1 to HK$7.74/US$1 Within 2 years
& 18,000,000 7t (Hi3Ei) 100,000,000 7 TI38BT1ETETIABT 15T WER
Buy US$6,000,000 (Note ii) US$76,000,000 HK$7.731/US$1 to HK$7.738/US$1 Within 2 years
& 16,000,000 7T (Ff3Fii) 76,000,000% 7% TIET,/1 ELETISHET, 15T WER
Sell US$13,000,000 (Note iii) US$190,000,000 RMB6.2/US$1 to RMB6.91/US$1 Within 2 years
1113,000,0003 7T (B 5iii) 190,000,000% 7 ARE62L/M1ELEARECIILNEL  MER
Notes: BisE -

Under the above foreign exchange forward contracts,
the Group will receive US$ and deliver HK$ at
stipulated contract rates on a monthly basis. At each
monthly settlement, when market HK$/US$ exchange
rate moves favourable to the Group (i.e. spot HK$/US$
exchange rate is at or higher than the contract rate),
the Group has to buy the agreed notional amount of
US$ at the contract rate. However, when market HK$/
US$ exchange rate moves unfavourable to the Group
(i.e. spot HK$/US$ exchange rate is lower than the
contract rate), the Group has to buy 2 times of the
agreed notional amount of USD at the contract rate
with HKS.

HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHT

RIF EAINERBALD  AEBUAEEALD
EXZABEAZTREHET -REALEHE
W - BT, T IS IE R F i A S Ee (2]
BEEL ETEXERIERENEER)
AEBRRANEXEARERZEERL
T o AT BT E T TISE R TR K
SEE (NERBEL ETEXEREVE
) RIAEEBUBTRANEREFS
ABERBEEBEIET °
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19. DERIVATIVE FINANCIAL INSTRUMENTS

(continued)

(i)

Foreign exchange forward contracts as at
31st December, 2011 (continued)

Notes: (continued)

Note i: (continued)

Several contracts with total monthly notional amount
of US$6,000,000 contain additional feature which limit
the Group's potential gains. At the settlement date,
if the spot HK$/US$ exchange rate is higher than a
stipulated cap rate, the Group will not have to buy the
contractual notional at the contract rate.

During the year ended 31st December, 2011, the
Group entered into a 24-month target redemption
forward contract with knock-out feature. The knock-out
event shall occur if the calculation agent determines
that the accumulated intrinsic value is greater than or
equal to the target value.

Under the above foreign exchange forward contracts,
the Group will receive US$ and deliver HK$ at
stipulated contract rates on a monthly basis. At each
monthly settlement, when market HK$/US$ exchange
rate moves favourable to the Group (i.e. spot HK$/
US$ exchange rate is higher than the contract rate),
the Group has to buy the agreed notional amount of
US$ at the contract rate. However, when market HK$/
US$ exchange rate moves unfavourable to the Group
(i.e. spot HK$/US$ exchange rate is at or lower than
the contract rate), the Group has to buy 2 times of the
agreed notional amount of USD at the contract rate
with HKS.

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 US$ 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 has to sell the agreed notional
amount of US$ at the contract rate. 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
2 times of the agreed notional amount of USD at the
contract rate with RMB.

19. fTEEM T A (&)

(i)

R-B——F+-A=+—HZHEE
HanE)

M - (48)

i ¢ (48)

FAEZFEL S5 AEG6,000000FT2ETA
HNREBRHIAEEBERT M - RE
BH WESPSL/ ETERGRET LR
ERE AEBBTERANEREAAN
BEEE-

RBE-_T——F+-_A=+—-RHLFE
A AEEEEE—H_TOEARHABIR
AERESAN (BEBEAMER) &
RARMEMHTINABERIERELRFTZANE
ERANEEFRBREREE -

Rig EASNERAL  ARBEBUEES
HEXRZABAXTRELEBT REAK
BB - M T, 3 TT T IR IE M 4T A R E R
(Bngftr  ETEXSNANESR) - 8
AEEERENEXTBEABREEREHELE
TC o MR WA RIS E R NRAE
B (BNEHMBT ETEXENHERA
WER)  AIREEGAETRANERSE
BEABRERELBEZIET -

R LSNERRAEHN  RNEERBFEEMER
—RIRBEREEAZARNALEBEEZE
B BHRETRBEAAREZATNT - K&
BEABEANERZABHEIIREAA
R -HNEAHER  MARE ETH%
ExFFAEE (EHARYE ETEX
ERFENAGNEX)  AIXEESZEH
EXEHREEESRIET - AW - A
RE /ELmIGEXTRIAEER (AE
ARYE/ETEESRAKNESR)  BIAE
EgUARBREANEXEZRELETER
SREZET
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19. DERIVATIVE FINANCIAL INSTRUMENTS

(continued)

(ii)

Foreign exchange forward contracts as at

31st December, 2010

Total monthly

Remaining total

19. fTEEM T A (&)

(ii) R=ZF-—FTFFT-_A=1T-—HBZNEE

notional amount notional amount Contract rate Maturity
BREBRESH BTERESHE ERE=E & W 5
Buy US$12,500,000 (Note i) US$109,500,000 HK$7.735/US$1 to HK$7.8/USS$1 Within 2 years

B A12,500,000% 7t (Fi3i) 109,500,000% ¢

Buy US$4,000,000 (Note ii) US$72,000,000
B \4,000,0003 7T (i Fii) 72,000,000F 7T
Sell US$2,000,000 (Note iii) US$28,500,000
& 12,000,000 7T (P 3iii) 28,500,000 7T

Notes:

Under the above foreign exchange forward contracts,
the Group will receive US$ and deliver HK$ at
stipulated contract rates on a monthly basis. At each
monthly settlement, when market HK$/US$ exchange
rate moves favourable to the Group (i.e. spot HK$/US$
exchange rate is at or higher than the contract rate),
the Group has to buy the agreed notional amount of
USS$ at the contract rate. However, when market HK$/
US$ exchange rate moves unfavourable to the Group
(i.,e. spot HK$/US$ exchange rate is lower than the
contract rate), the Group has to buy 2 times of the
agreed notional amount of USD at the contract rate
with HK$.

Several contracts with total monthly notional amount
of US$10,500,000 contain additional feature which
limit the Group’s potential gains. At the settlement
date, if the spot HK$/US$ exchange rate is higher than
a stipulated cap rate, the Group will not have to buy
the contractual notional at the contract rate.

During the year ended 31st December, 2010, the
Group entered into a 19-months target redemption
forward contract with knock-out feature. The knock-out
event shall occur if the calculation agent determines
that the accumulated intrinsic value is greater than or
equal to the target value.

HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHT

77358 T NETETSBT1ET RER

HK$7.731/US$1 to HK$7.8/US$1
17BN ELETSEL/ 1%L

Within 2 years
A

RMB6.87/US$1 to RMB7/US$1
AR%687L/1ETEAREITMET

Within 2 years
R R

i3]

m

R EMINERREH  NEBUREAN
EXZABAEZETREEET REARKE
B W T, R T 5 I R i AN R B (BN
BUEL ETEXERIERENEE) -
AEEKBRANETEARTEHRSEL
EIT o A BT R TIBEEDMA
SEF (EHEL  ETEREREHE
) BAAEEBABTRENERERFE
ANBERBZCELIET °

BREZE#$%H10,500,000T2ETA
HNEEBRHIAEEBERETZEFE - REE
0 WESST / ETERERET LR
EXRE AEEBTERANEREAEGYN
BEEE -

RBE-_ZT—ZTF+_A=+—HILEE
N AEEDHFE—MHTNAEARTEZA
ORI ELN (REMRABEL) - B R
KB DIRFAERBEREL R ZRER
AR ERBIEEREE -
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19. DERIVATIVE FINANCIAL INSTRUMENTS

(continued)

(ii) Foreign exchange forward contracts as at
31st December, 2010 (continued)

Notes: (continued)

Under the above foreign exchange forward contracts,
the Group will receive US$ and deliver HK$ at
stipulated contract rates on a monthly basis. At each
monthly settlement, when market HK$/US$ exchange
rate moves favourable to the Group (i.e. spot HK$/
US$ exchange rate is higher than the contract rate),
the Group has to buy the agreed notional amount of
US$ at the contract rate. However, when market HK$/
US$ exchange rate moves unfavourable to the Group
(i.e. spot HK$/US$ exchange rate is at or lower than
the contract rate), the Group has to buy 2 times of the
agreed notional amount of USD at the contract rate
with HKS.

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 US$ 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 has to sell the agreed notional
amount of US$ at the contract rate. 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
2 times of the agreed notional amount of USD at the
contract rate with RMB.

20. BANK BALANCES AND CASH

Bank balances and cash comprise cash held by the Group
and bank balances at prevailing market rates from 0.01%
to 1.31% (2010: 0.01% to 0.36%).

Included in the carrying amount of the Group's bank
balances, approximately HK$207,000 (2010: HK$nil),
HK$5,280,000 (2010: HK$4,290,000) and HK$1,953,000
(2010: HK$2,479,000) denominated in RMB, USD and HKD
respectively are the currencies other than the functional
currencies of the relevant group entities.

19. fTAEEM T A (&)

i) R=B—BFE+-A=+—A2HES

BaE - (&)

i. RELANEZRHEL AEEBUARES
WEXRZABAXZTRELBT REAK
BE - WEL EXTBEXMNFAEE
W (BNE BT, ETEXSREKER) -
AREEERANEXEAREEESRL
e A - BT, ETHIBEETA
AEBR (NEHRELT ETEXTZERHE
REWER)  MAKEENETRANE
REFEEAZRTERELBIET -

i,  MREBELASNERHMEGH  AEERAEELR
—RIRBERERAZARNBELEEZE
B BHETREAARBZANS - K&
BRAZEANERZABHETREAA
RE -REBALER MARK ETHH
EXFFAEE(NERARE ETEX
ERFENRAGHNEX)  AAKESREH
EXEHREERESRZIET - AW > A
R/ ExmisEETFAEER (B H
ARYE/ETEXSRANESR)  AIAE
BEgAARBZANEXEZELZ TR
ERZET

20. RITHEBEERESE

RITERLERSBEAEBREEZRENBITH
BHENTF0.01%E1.31% (ZZE—ZF : 0.01%
£0.36%) ZR1T4

AEENEBEEERB 2 NEERUINZEE
AR -ZEXRABRLINEZRITEHBRZEEE
D R #) /207,000 L (ZE—FF : THxT) -
5,280,000/8 7L (ZF — =4 : 4,290,000% 7T) &
1,953,000/ 7T (=T —Z 4 : 2,479,000 7T) °
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21. TRADE, BILLS AND OTHER PAYABLES 21. E% - REREMENS R
The following is an aged analysis of trade and bills THAERRERRERELZAEMEN Z2E S R
payables presented based on the invoice date at the end EREMNRIEZRE DN

of the reporting period:

2011 2010
HK$’000 HK$' 000
FHET FHEIT
Current BV ER 118,775 107,498
Overdue 1 to 30 days # H31%30H 10,287 3,488
Overdue 31 to 60 days B HEI31E60H 520 1,904
Overdue for more than 60 days #H60H JA £ 826 1,743
130,408 114,633
Payables for the acquisition of BEWE BWELRHZE
property, plant and equipment 2 PRI RUIE 5,734 19,151
Other payables and accrued charges — E b BB R EF T H 72,540 71,048
Interests and penalty payable (Note 10) FEfI &8 K Sk (H3E10) 5,101 =
213,783 204,832
The average credit period on purchases of goods is BEEY2IEHEERAISH (ZE—ZF : 32
38 days (2010: 32 days). The Group has financial risk B) AEBIIEHBERABESEHRE  UEEA
management policies in place to ensure that all payables BREMZIEHLHEZEHRASE -
are within the credit time frame.
22. UNSECURED BANK BORROWINGS 22. BMERRTEE
Unsecured bank borrowings comprise: EERBITEESR
2011 2010
Effective interest rate HK$’ 000 HK$' 000
BRF = FET FET
Bank loans RITEE 0.477% - 7.076% 520,640 569,699
(2010: 0.586% - 6.180%)
Other bank borrowings HRITER 1.561% - 2.681% 174,503 146,589
(2010: 1.230% - 2.708%)
Trust receipt loans 5 IR E & 1.550% - 2.546% 73,959 58,077
(2010: 1.740% - 2.438%)
769,102 774,365
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22. UNSECURED BANK BORROWINGS (continued) 22. EIKIBETEE &)

2011 2010
HK$’000 HK$' 000
FHET FET
Carrying amount repayable*: JEERAREE™
Within one year —F R 373,752 329,273
More than one year, but not —F LA LB
exceeding two years B i W A 83,792 241,822
More than two years, but not LA B8
exceeding five years TEBR T F 245,636 93,235
703,180 664,330
Carrying amount of bank loans that BEANBEREREZRBKRRZ
contain a repayment on RITEEZREE
demand clause
— repayable within one year -R—FANEE 45,237 54,113
- repayable after one year (shown -R—FREE
under current liabilities) G RRTREER) 20,685 55,922
769,102 774,365
Less: Amount due within one year B R REBaEY R
shown under current liabilities —FRE L (439,674) (439,308)
Amounts due after one year shown RIERBEES R
as non-current liabilities —FRF e 329,428 335,057
* The amounts due are based on scheduled repayment dates * NS E IR EHENER S E TR T ERA
set out in the loan agreements. HAEEE o
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22. UNSECURED BANK BORROWINGS (continued) 22. HEIKIBETEE (&)

Except for a fixed rate bank borrowings with carrying & —5BRTEI{E A40,000,0008 T (ZE—FF : )
amount of HK$40,000,000 (2010: nil), the bank borrowings ZERBRITEEIN  RITBEERZDHNERGF L
carry interest at floating rates, thus exposing the Group to AN AEBERERS TSN XREARK - B@EF X
cash flow interest rate risk. The interest rates are linked BEBRTEAZEFRELRFBRARBFEITLAMZIRT
to HIBOR and prevailing interest rates offered by the AT EREE -

People’s Bank of China, plus a margin.

Included in the carrying amount of the Group’s unsecured AEENEBEERERB 2NEEBEUIINZE
bank borrowings, bank borrowings of approximately MEBETIEZERBRITEEZEAELN A
HK$77,256,000 (2010: HK$5,129,000) are denominated in 77,256,000 7L (ZZ—F4F : 5,129,000 7T) °

HK$ that are denominated in the currency other than the
functional currencies of the relevant group entity.

23. SHARE CAPITAL 23. RA
Number of shares  Share capital
R4 E S
2011 & 2010 2011 & 2010
HK$’ 000
FERT
Ordinary shares of HK$0.10 each FREENOB T2 T BN
Authorised: EERA
At the beginning and the end REF ) ]2 F 4%
of the year 1,000,000,000 100,000
Issued and fully paid: BT R RRKRA
At the beginning and the end REF R E K
of the year 482,924,000 48,292

108 HOP FUNG GROUP HOLDINGS LIMITED &#%EZRERAS



NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS

e MR R MR

FOR THE YEAR ENDED 31ST DECEMBER, 2011
B F——F A= —HIFE

24. DEFERRED TAXATION
The followings are the deferred tax liabilities (assets)

recognised by the Group and movements thereon during
the current and prior reporting years:

24, EIEFIE

T AAEERRZEEHERE (AE) RRA
BEFERNEREER Y B -

Undistributed

Accelerated earnings
tax of PRC  Write-down
depreciation  subsidiaries of inventories Total
B
mE DA Z
BIERE ROREF FERA st
HK$'000 HK$'000 HK$'000 HK$’000
TET TET THERT TER
At 1st January, 2010 RZE-T5—-H—H 17,700 210 = 17,910
Charge (credit) to profit or loss ~ EARFERZFNR GTA)
for the year 4,018 5,150 (9) 9,159
At 31st December, 2010 R-E—ZEF+-F=+—H 21,718 5,360 (9) 27,069
Charge (credit) to profit or loss ~ EAFE B (GTA)
for the year 3,741 347 (23) 4,065
At 31st December, 2011 R-ZZ——F+-RA=+—8 25,459 5,707 (32) 31,134

At 31st December, 2011, the Group had unused tax
losses of HK$4,884,000 (2010: HK$7,696,000) available
to offset against future profits. No deferred tax asset has
been recognised in respect of such tax losses due to the
unpredictability of future profit streams. The losses will
expire within 5 years from the year of originating.

Under the EIT Law of PRC, withholding tax is imposed
on dividends declared in respect of profits earned by PRC
subsidiaries from 1st January, 2008 onwards.

R_T——F+_A=+—8  AEEAANK
5 B 12 )8 2 K {6 B B I8 55 18 54,884,000/ 7T
(ZZ—ZT % : 7,696,000 7T) - AR EATE
RERFEBE MU ERZEHBEBREREL
HEEE AHAGCESEEEFERTAFTAR
e

REPEECXMAFRE  BHBEIOTENEA

AIEZZENF— A —HEMRR MBSk
ZIREHH
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FOR THE YEAR ENDED 31ST DECEMBER, 2011
A — J=f— [ FEEF

The Company's share option scheme (the “Scheme”)
was adopted pursuant to a resolution passed on 4th
September, 2003 for the primary purpose of providing
incentives or rewards to selected participants for their
contribution to the Group. The Scheme will expire on 3rd
September, 2013.

Under the 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 Scheme is
not permitted to exceed 36,000,000 shares, being 10%
of the shares of the Company in issue as at the date
on which the shares of the Company are listed on the
Stock Exchange, which can be refreshed according to
the 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 Scheme shall not
exceed 30% of the issued share capital of the Company
from time to time.

HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHT

BRER-_ZZ=FNANABBIREER AR
FERMZBRESE (R8I ETZENAM
EE2HEERTHBLRE URXBHBERSHA
KEFH2ER - %A EBR_FT—=F A=
B & e

RiE%ZatE ARBEEEARAART - HHE
RRIEAREBEMAK B A B FFA R 2 E7
e ((RERED ZEERER (BRERTE
FECFMITESHBEIUGFNTES) RHEBRE
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BERETEMNRASEZKEARSMEMAEE
BERHEDIRB 2 EAHRER  FARERE
AR ERE 2 ERNEP L RAAEE R EM
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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 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 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.

REARRNAIRRBIRZT B L HE - mERE
ATRERBZEBRESR ZBRMHEE - REMA
TZEAHME I BB BARRREMEREE
BITRMBZ1% o WA —BEZRE - B IEH
TEENIMARESEBZ2HEA TR DT AER
o SEHREARTRZALZAEBREETEM
REEZRLAH(EER) E+-2@AHHE B
BREFEITZARBRG  ARERAGTE %
TRDHBIECN1%  BEE(REARARARNRE
R EERRE R Bl 2 e BT 8 ) #8i85,000,000
B AZERLEEREESABSIAARRRE
RIEZET BB -

BN E EETF LA AR A Z BB AR
T HMABEE  ABRARGBRER ST
ERBEERRZ B R h B B R +
F2REAY - RERBRERANIVETRE -

TEEDHARREREE  ETHERBRME
B AARBRORE LB B2 WmE RO ER
REAHAMAELEER ZFHORMEZRSE °
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25. SHARE - BASED PAYMENTS (continued) 25. URB X 2XH (#)
Equity-settled share option scheme (continued) REXNRZERETS (E)
The following table discloses details of the Company's TREBPEREELEMESRFE 2 AR R BERE
share options held by directors and other employees and ARZEBRERFTFAZEEHFIS

movements in such holdings during the year:

2011
Exercise  Outstanding Cancelled Lapsed Outstanding
Option type Date of grant price at 1.1.2011  during 2011 during 2011 at 31.12.2011
R-8——-F RZZ——-%
—A—H —E——F —EB-——-f+=ZA=t—-8H
BB R R A KRB TEE o R AT B AR AP e R AT 6
HK$
B
29.5.2007 2.640 18,374,360 - (18,374,360) -
E 7.7.2009 0.752 30,000,000 (4,948,000) - 25,052,000

48,374,360 (4,948,000) (18,374,360) 25,052,000

Exercisable at the end of the year

RELA{TE 17,552,000
Weighted average exercise price
MEFBTEE 1.469 0.752 2.640 0.752
2010
Exercise  Outstanding Cancelled Lapsed  Outstanding
Option type Date of grant price at 1.1.2010 during 2010 during 2010  at 31.12.2010
RZZ—ZF RZE-ZF
—R—H —E-%F —E-Z5 +-A=1+—H
fE AR R 2R s dul=R THEE i ARATE A 5 3H AR BK w AR AT
HKS
BT
D 29.5.2007 2.640 18,374,360 - - 18,374,360
E 7.7.2009 0.752 30,000,000 - - 30,000,000
48,374,360 - - 48,374,360

Exercisable at the end of the year
RELAITE 33,374,360

Weighted average exercise price
TS 1.469 - - 1.469
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25.

26.

SHARE - BASED PAYMENTS (continued)

Equity-settled share option scheme (continued)
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 Scheme
may only exercise their options during the exercisable periods as
follows:

Option type D Option type E

25. LR MRS 2% @)
REZFRZBRETE (Z)
G
BRI RBH AR A BEATER BN

BARREERNEARHBRERETE - REZER
2 BB AR A AR AT AT AT AR 1T e EL AR AR A

Maximum % of share options exercisable

DEY -3 EE 08 % ATEEBRERSEI L
1.3.2008 - 28.2.2009 1.5.2010 - 30.4.2011 up to 50%
&= 7] ##50%

1.3.2009 - 28.2.2010 1.5.2011 - 30.4.2012

1.3.2010 - 28.2.2011 1.56.2012 - 30.4.2013

No share option was exercised during both years ended
31st December, 2011 and 2010.

The Group recognised total expense of HK$929,000
for the year ended 31st December, 2011 (2010:
HK$3,081,000) in relation to share options granted by the
Company.

OPERATING LEASE COMMITMENTS
At the end of the reporting period, the Group had

commitments for future minimum lease payments under
non-cancellable operating lease which fall due as follows:

up to 75% (to the extent not already exercised)
= Al E75% (A M ARITHEE BR)

up to 100% (to the extent not already exercised)
Hm Al E100% (A M RTEE BR)

HE-_ZT——#R-F-TFT-A=+—AL
EFE - IR AR T -

AEBERBE-_T-——F1-A=Tt—AL

FEEAQRAMBREZERESEZAI LA
929,000/ L (= —= 4 : 3,081,000/ 70) °©

REHEERE

RBEMR  AEERBEATIOELEHER R
REBEHEENFERE - BERTIIHERE

26.

2011 2010

HK$’000 HK$' 000

FET FHET

Within one year —F A 444 50
In the second to fifth years inclusive FFEFRF (BIEEEMSF) 472 -
916 50

Operating lease payments represent rentals payable by
the Group for certain of its warehouse, ancillary office
properties and car parks. Lease is negotiated for an
average term of two years (2010: one year) with fixed
monthly rentals over the term of the lease.

REMENFEASERERE WPHRLIME
REEfzEBNES HAEZFHFHETRE
F(ZF2-FF: —F) » ARANHRE X EEE
H# -
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27.

28.

CAPITAL COMMITMENTS 27. EXREE
2011 2010
HK$’ 000 HK$' 000
FHERT T
Capital expenditure in respect of the DRI #ERNERA B G HE
acquisition of plant and equipment RE 2 E K&
contracted for but not provided in g E AR
the consolidated financial statements 1,199 23,419
RETIREMENT BENEFIT SCHEME 28. EKERIEH &
Hong Kong B8

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 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$4,925,000
(2010: HK$4,425,000).

HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHT

AEBREEBEEMARFMELTESE (18
BEFtEl]) - BESFERBEBRIERTBESE
AR BHEAEEEEEREM - BE R
ECEERAKEEENDH  YHABIUREAE
HZEESREE -REBRBESAERA  BERHE
BEEBARANEEN L RFABRE S BIBN
HR - ARERBRBESAE 2B ERARE
AT BB R EE R -

ReErmBERX I BES B RKER G

I
fH

IXRAEEEFERE L ERRNES ZH

<

S e 5y

o

i El

AEEZTENBRAREERTERNLEZE
REBERARBHAEKE - HEBLAR AR KSR
BrHMA—B oL XABERER ZRKREN
B - ARBHRERRBANFEZE—BEERRA
AT BIAUS R E B R AR -

FR - RIRE T E B34 A4,925,000% 7T (=
T—FT 4 : 4,425,000/ T) °



FOR THE YEAR ENDED 31ST DECEMBER, 2011

j:

—F——Ff A= —AUFE

As mentioned in Note 10, the tax audit for the years of
assessment 1998/1999 to 2003/2004 has been settled
during the year.

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

The IRD had previously issued additional assessments
to GMHF for the years of assessment 2004/2005 and
2005/2006 on 2nd June, 2006 and 19th October, 2006
respectively. The taxes demanded under the additional
assessments amounted to HK$11,220,917 in aggregate.
The Group had lodged objections with the IRD against
these additional assessments.

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

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

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

iﬁwuﬁﬁﬁmﬁﬁu C—ARANE S —ARNEES
=F/_ZTNERBFEHBEXRE RN
Ewmﬁ

R_EENE/ —TTRFE_ZT-TF /%
——FRREEME - %Rﬁ%)%ﬁvtﬁ CIpSEN )=
RBEZRIEBZANEETH

BRERRAAIR-_EEAFAA-ZARE=
ANE+AThBRABEEZ = ﬁfmi/ f
SREN_ZETRF /T NFRBFEED
BINER - RIBEINIBATHNZHIEEELAE
11,220,978 70 - REBEHZZEINT R R
BRRHRYE -

NPEERERREER BT 1E1,992,965
BT YR _EERNET AR HEE2 %
TRE/ TN FIRBE,717,2795 L1
BME AEHBEERRREREZER - BE
AE BB T HER 17T ¥E3,828,463 B T E A X+
FHF R 2T MBEEBEEZIER - i

B AT E K2 B 8 F1183,682,220/8 T © £ K4
BT 452

=1

Et?l\ MBERR _—T——F=AAEEE TH

RAZ-ZEZRF /BT RFRUNFEHEY
1%@’&%%& cAKEERZERE M TR AR
ISkl Rl

E5iE RAEBRESH _TTNF —TTH
FREGBZRABFEEIREBEZRAEBFSHE
LRI EE -EERAE RERDNEEREEMRE
B FUBMBERYARBEERGAE(NE) X
FRERER - RIBERER RS BRI E[E
ERBaE(E) -
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30. RELATED PARTY TRANSACTIONS

31.

a)

During the year, the Group engaged Hop Fung
(Australia) Pty Ltd as the Group's purchase agent in
Australia at an annual fee of HK$1 for the agency
services rendered to the Group. The total value
of goods purchased under this arrangement from
the suppliers amounted to HK$20,116,000 (2010:
HK$15,146,000). Hop Fung (Australia) Pty Ltd is a
company in which Mr. Hui Sum Kwok, an executive
director of the Company, has controlling interest.

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.

SUMMARISED STATEMENT OF FINANCIAL
POSITION OF THE COMPANY

30 MEALXR S

a) FRN - REBEMAHop Fung (Australia) Pty
LtdA RSB RN 2 HKERIEA - Wt HE
MASERECRERBEINEBIET -
BRUEEBEZHERNEEIRECERBER
20,116,000/ 70 (ZZE—Z 4 : 15,146,000
HIT) o AR BIBITE ZFTARE % £ R Hop
Fung (Australia) Pty Ltd#E & 5 6 # 5 -

b) FRAEEIZEBEABZEEFNFAZ
ME R E12HE - AITESTTIRAKHE
TBRETRAR REZHMEHAFMEE
ERFEARARTEBEETE -

3. ARAMBRARBE

2011 2010

HK$’000 HK$' 000

FET FET

Investment in subsidiaries KRB AR ZIEE 113,455 113,455
Amounts due from subsidiaries [ DN E S 1,435,653 1,352,356
Contributions to subsidiaries BEENEIEE S 444,138 428,573
Deposits and prepayments e RIBRAK 286 137
Bank balances and cash RITEBR LIRS 1,827 5,420
Amounts due to subsidiaries XL NG B (1,443,925) (1,376,823)
Other payables and accrued charges H A SRE KBRS (6,098) (6,452)
Taxation 7] (412) (718)
544,924 515,948

Share capital [N 48,292 48,292
Share premium &1 4% B 425,382 425,382
Share options reserve B R R 16,884 15,955
Retained profits IR ) H 54,366 26,319
544,924 515,948

HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHT
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32. PARTICULARS OF PRINCIPAL SUBSIDIARIES 32. S EM B A TIEE

Particulars of the principal subsidiaries, all of which are RZE——FR-ZT—ZFFF+_A=+—H K
wholly-owned by the Company, as at 31st December, RRAETE2ERABCETEMBARGFHERT ¢

2011 and 2010 are as follows:

Place of Issued and
incorporation fully paid
or registration/  share capital/

Name of subsidiary operations contributed capital Principal activities
EMmRL ERTREZRE

i PN = 3.8 BB FTEEK

Chun Yik (Macao Commercial Macau Ordinary shares MOP100,000 Trading of corrugated packaging
Offshore) Limited

Ham CRFIBEEEERS) e L @A100,0008 988 REBEES
BRRAFA

Fung Kong Hop Fung Paper Hong Kong Ordinary shares HK$100 Provision of management service
Ware Factory Limited

BEEZHKDHERRA R BB AR 10078 7T RHEBERE

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

BERERELTR
3,000,000 7t (P %)

Fung Kong Shing Fung Paper Hong Kong Ordinary shares HK$2
Ware Factory Limited

Bl el 0 AR B R A ) BB TR T

Gong Ming Hop Fung Paper Hong Kong Ordinary shares HK$100
Ware Factory Limited

NAEEEMBERA A B T3 A1 007 7T

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

BERERELR
3,000,000 7t (Pff %)

Investment holding
RE R
Provision of management service

RUEERS
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Name of subsidiary

MEBARRRE

Green Forest (QingXin) Paper
Industrial Limited*

RECEN BEERDR

Hop Fung Consultants Limited

SEEERARAR

Hop Fung Group Company
Limited

Hop Fung International
Enterprise Limited
SEERPERARAA

Man Shung (Macao Commercial
Offshore) Limited

BIE CRFIBE 8 2 R
BRAF

Top Develop Limited

hERERRAA

REEAmBRAR

di

el

AE&mORY) BR AR

FOR THE YEAR ENDED 31ST DECEMBER, 2011
m—E—— 4 — = — [

Place of
incorporation
or registration/
operations
AR
BB

PRC

H Bl

Hong Kong

B

British Virgin
Islands/
Hong Kong

RERLHES
B

Hong Kong

BB

Macau

BRI

British Virgin
Islands

REBRZES

PRC

==

PRC

FE

HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHT

Issued and

fully paid

share capital/

contributed capital

ERTREZRE

BB

Contributed capital
US$112,247,803
(equivalent to approximately
HK$764,494,899)

FHRAN112,247,803%F T
(#9118 '€ 14764,494,8995 7T )

Ordinary shares HK$2
L@k 2s T

Ordinary shares US$600

LA AR6003k T

Ordinary shares HK$2
TimiR2s T
Ordinary shares MOP100,000

EEA%100,00002 9 #

Ordinary shares US$1
LmiR1ZET

Contributed capital
HK$23,000,000
B H%7823,000,0007%8 7T

Contributed capital
HK$25,000,000
B # % 7825,000,0007 7T

Principal activities

FTEEYK

Manufacturing and trading of

containerboard and corrugated

packaging

R R B B 2 BlE
EE5

Provision of management service

REEERS

Investment holding

Provision of accounting
service

REEHRS

Manufacturing and trading of
corrugated packaging
RFEaEs8ERES

Investment holding and
trading of containerboard
REZEREARAES

Manufacturing and trading
of corrugated packaging
REaEs8ERES

Manufacturing and trading
of corrugated packaging
RFEaEs8ERES
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32. PARTICULARS OF PRINCIPAL SUBSIDIARIES 32. S EMEBATE R (&)

(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, 2011 and 2010 or at any
time during the year.

e Green Forest (QingXin) Paper Industrial Limited, RZe# 25 4%
mABRAF and BLKHA OFI) BRRARA] are wholly foreign
owned enterprises.

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
details of other subsidiaries would, in the opinion of the
directors, result in particulars of excessive length.

s ERERECRIIFHASEERE  BEER LW
|ITHREIRAR S - WM R AMEMBRREF K
B HEXRG LREZER - REEE -
BEAREGERMAREE  BERMEE AR
R\ @A A9 IK100,000,000,000,0007%8
TLEZ2HED K

MHop Fung Group Company Limitedh » E b Ffr
EMBATIIBARRIBERE -
RZE——FR-_Z-ZTF+-_A=+—H=F
REAERE - SHBARNEGEKES -

L ORECEMBAEERRAR  RRESERERRD
AkaEEm (R BERRATHR/EENEDRE -

ERIHARREEZRRHAEEXEREES
BYEZAKBNBRAR -EFER R HHA
MEAREMIHEEHERBRITE
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RESULTS

Revenue
Cost of sales

Gross profit

Other income

Selling and distribution costs

Administrative expenses

Other expenses

Finance costs

Changes in fair value of
unsecured structured
borrowing

Changes in fair value of
derivative financial
instruments

Profit before taxation
Income tax expense

Profit for the year, attributable
to owners of the Company

ASSETS AND LIABILITIES

Total assets
Total liabilities

Total equity, attributable
to owners of the Company

HOP FUNG GROUP HOLDINGS LIMITED &% &®iZiRERAHT

EF

U 2%

HERAK

EF

PN
SHE M ER A
THRAX
HiEx

B 15 K 2R
EIEFEREE
NP Ez &
TESRMIA
NP Ez &

4 A1 ) 7

FEHAX

ViNNETEZ 2 =N

16 F R FIE

PGB

2007
HK$'000
TET

286568
(719,799)

205,734
18,5626
(45,355)
(58,491)
(18,786)
(6,837)

9,762

10,561

115,114
(3,370)

111,744

2007
HK$'000
TET

1,382,537
638,795

743,742

Yea

r ended 31st December,

BE+-RA=+—-HLEE

2008
HK$' 000
TAET

1,033,152
(846,482)

186,670
20,734
(46,843)
(62,198)
(11,304)
(11,869)

(7,157)

(20,331)

47,702

(6,270)

41,432

2008
HK$' 000
TAET

1,581,391
809,314

772,077

2009 2010
HK$' 000 HK$'000
FHT FHET
923,366 1,428,886
(746,425)  (1,167,934)
176,941 260,952
14,690 19,317
(36,234) (80,963)
(61,902) (82,325)
(20,389) (15,746)
(10,601) (21,126)
9,464 297
23,452 2,829
95,421 83,235
(11,656) (11,525)
83,765 71,710
At 31st December,
R+=H=+-—-H
2009 2010
HK$' 000 HK$' 000
FHT FHET
1,737,719 1,978,055
883,304 1,030,089
854,415 947,966

2011
HK$’ 000
TER

1,440,233
(1,224,150)

216,083
24,875
(68,624)
(71,108)
(34,181)
(24,370)

(5,815)

36,860
(10,067)

26,793

2011
HK$’ 000
TERx

2,066,021
1,046,216

1,019,805
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