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The board of directors (the “Directors”) of Hop Fung
Group Holdings Limited (the “Company”) is pleased
to announce the unaudited condensed consolidated
results of the Company and its subsidiaries
(collectively referred to as the “Group”) for the six
months ended 30th June, 2006 together with
comparative figures for the corresponding period

in 2005 as follows:

CONDENSED CONSOLIDATED INCOME

STATEMENT

FOR THE SIX MONTHS ENDED 30TH JUNE, 2006

BEREERARAR ((AAF)
=g ([EF]) MAEHARE R
HtE AR (R [N EE)BE—
EERERNA=TBEIEARBEAZR
RECEAGARE  BER-ZTT
RERBZLBRBEFIT

ERFEE R ER
BE_ZTTFANA=THINEAR

Six months ended
HEXA=TRHLAEA

30.6.2006 30.6.2005

—EERE “ETRF

Notes HK$’'000 HK$'000

BisE BT FET

(unaudited) (unaudited

and restated)

(REBERZ) (RECEZ

REE5)

Turnover EER 4 390,116 376,794

Cost of sales SHERA (310,127) (302,995

Gross profit EF 79,989 73,799

Other operating income Hmg LA 9,383 7,053

Distribution costs DIERAR (18,190) (16,904

Administrative expenses THRY (19,439) (18,972

Other operating expenses Hn B (9,305) (6,865

Finance costs P 309N (4,732) (2,791

Profit before taxation BRI 5 37,706 35,320

Taxation 18 6 (602) (436

Profit for the period HREFE 37,104 34,884

Dividends 85! 7 6,060 5,592
Earnings per share BRREF

— basic (HK cents) —EAR (B 8 10 95

— diluted (HK cents) — 5% (A1) 9.8 94

)
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CONDENSED CONSOLIDATED BALANCE

SHEET
AT 30TH JUNE, 2006

HRZEEEEER
R-ZEERFNA=1H

30.6.2006 31.12.2005
R-ZEXREF NZZEERF
AA=+E +ZA=1+—H
Notes HK$'000 HK$'000
(i3 FiEx FET
(unaudited) (audited)
(REBER) (&%)
Non-current assets FRBEE
Property, plant and mE - BER
equipment Bl 9 324,954 290,925
Prepaid lease payments T A
on land use rights BNHEERA 27,156 18,652
Prepayments under $ETFJJDIFHFZ
processing arrangement NN 2,179 2,179
Deposits paid for the BEME  HE
acquisition of property, RABFTH
plant and equipment Hn 17,535 10,088
371,824 321,844
Current assets REBEE
Inventories 7E 82,756 74,737
Trade and other receivables B REM
U F0A 10 108,298 102,986
Deposits and prepayments e B 7,775 6,767
Prepaid lease payments 1 {5 FARETR S
on land use rights HEFIR 177 432
Prepayments under RENIZHEZ
processing arrangement BN 31 61
Derivative financial TSI A
instruments 1,263 862
Bank balances and cash RITHEHREIRE 112,731 156,037
313,031 341,882
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30.6.2006 31.12.2005
R-ZBERE R-ZZRF
AB=+H +ZA=+—H
Notes HK$'000 HK$'000
BisE FiEn FET
(unaudited) (audited)
(REBERZ) &)
Current liabilities RBAE
Trade and other payables B5REM
e F0A 11 76,632 81,696
Taxation I8 21,370 20,767
Derivative financial PTHEERTA
instruments 141 388
Bank borrowings RITIEE 12 67,756 103,515
165,899 206,366
Net current assets REEETE 147,132 135,516
518,956 457,360
Capital and reserves BRAR
Share capital [N 13 38,355 36,792
Share premium and reserves PRI HIB Rk & 340,395 301,533
378,750 338,325
Non-current liabilities FREBEE
Bank borrowings RITIEE 12 139,540 118,369
Deferred taxation ERERIA 666 666
140,206 119,035
518,956 457,360
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CONDENSED CONSOLIDATED STATEMENT OF

CHANGES IN EQUITY

FOR THE SIX MONTHS ENDED 30TH JUNE, 2006

ERGS RSB R

BE-TTFRA=TRINEAR

Share
Share Share  Special Translation  options Retained
capital premium  reseve  reseve reserve profits Total
B RABE HHRE EXRE BRERE RIR @t
HK$000  HKF000  HKSO000 HKS000 HK$000 HK$000  HK$000
TEr TEr  TEr  TEr  TEr  TEr  TER
At Ist January, 2005 as restated Kégfﬁi—ﬁ —H 36783 171346 (107444) - 221 18116 286,022
(e
Exchange differences arising RESERERAE
on translation of foreign NERERER
operations recognised
directly in equity - - - 81 - - 381
Prafit for the period AR - - - - - 34884 34884
Exercise of share options fTiEmRiE 9 100 - - - S 109
Recognition of equity-settled EAREEE .
share based payments GBS LT - - - - 917 = 917
Final dividends paid in respect BR-ZTME
0f 2004 (Note 7) RS (3E7) - - - - - (15523)  (15523)
At 30th June, 2005 WZESRERAZTE 36792 171446  (107444) 381 1,138 204477 306,790
At Ist January, 2006 RZEE5-A-H 36792 171446 (107 444) 1,673 2144 233714 338325
Exchange differences arising RERERERAE
on translation of foreign BERERER
operations recognised
directly in equity - - - (142) - - (142)
Prafit for the period HHAE - - - = - 37104 37104
Total recognised income for WAL
the period - - = (142) - 37104 36962
Recognition of equity-settled TEEE
share based payments BT A8 = = = - 1,000 - 1,000
Exercise of share options i 1563 16757 o = = - 1830
Final dividends paid in respect BRE-ETRERHRE
of 2005 (Note 7) (FzE7) = = = = - (15857) (15857)
At 30th June, 2006 WZBSRERAZTE 38355 188203 (107444) 1,531 3144 25491 378750
Note: Special reserve represents the difference between the &t : & RIREEIEAATNHB AT 2%

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

AERA - ERESEREBERA
AR AR BRARERAREE
SERERARER _TT=FR
SEEAMKEZMERRZRA
EEZE®E -
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CONDENSED CONSOLIDATED CASH FLOW HRSERERER
STATEMENT

FOR THE SIX MONTHS ENDED 30TH JUNE, 2006 #ZE -ZTZ ~F/NA=+HI/~MEA

Six months ended
BEZAA=tHLAEA

30.6.2006 30.6.2005
“EERE —ETHF
HK$’009 HK$\'O@
TEr FAT
(unaudited) (unaudited
~ and restated)
(REEER) (REEERZ
R#EE5)
Net cash from operating RETHEEZ
activities REFH 35,888 11,773
Investing activities REEE
Purchases of property, ﬁ% %% BE
plant and equipment 5] (48,270) (78,795)
Other investing cash flows ﬁ‘r&&éfﬁimu; (13,147) (5,265)
Net cash used in investing REZTBERZ
activities R T (61,417) (84,060)
Financing activities BEED
New bank loans raised HHILRITER 66,470 144,329
Repayment of bank loans ERIBITER (81,058) (12,063)
Dividends paid SRS (15,857) (15,523)
Other financing cash flows Hig & 2 REME 12,810 (2,504)
Net cash (used in) from RMETH(FEREERZ
financing activities HEFE (17,635) 114,239
Net (decrease) increase in cash ReRBELEEED)
and cash equivalents EINFE (43,164) 41,952
Cash and cash equivalents at HUzEEeRELEE
beginning of the period 156,037 133,118
Effect of foreign exchange rate changes ER#E & (142) 382
Cash and cash equivalents at HRzHERREEE
end of the period 112,731 175,452
Analysis of the balances of BeRBELEEZ
cash and cash equivalents 32 ki
Bank balances and cash RITEBR LIRS 112,731 175,501
Bank overdraft RITEX - (49)
112,731 175,452
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NOTES TO THE CONDENSED FINANCIAL
STATEMENTS
FOR THE SIX MONTHS ENDED 30TH JUNE, 2006

1.

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 Islands and its shares are listed
on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”). Its ultimate holding
company is Hop Fung Industries (Holdings)
Limited, a company incorporated in the British
Virgin Islands.

BASIS OF PREPARATION

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

PRINCIPAL ACCOUNTING POLICIES

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

The accounting policies used in the condensed
consolidated financial statements are consistent
with those followed in the preparation of the
Group’s annual financial statements for the year
ended 31st December, 2005.

53 B A A R R P =
BE_ZTTRFARA=THILLANEAR

—RER

RARIRBHREHSEDIE22
BRAVE(—NAR—FFIEE
Bl - giRE RIER] RS
SEMK I ABREERA
A AR EBBME TS
BRAFR] ([EAZAT]) £ o &
UNCIPd oSl NI i=S
BREZESFMAL ZHop
Fung Industries (Holdings)
Limited °

R

BREREMERERIRIEE S
BaRZMARARRES LM
AN (T AR R FiSk162 i
RAWBERENB LGNS
B2 BB G ERIE3I45R
[ BB TS s AR S o

TEEHEE

I RRAR & A RSR TR LA
RAEmE  EETERTAR
DA (M) BRI -

MRS A TSR AT 2 Bt
B EAEEEARE_T
TREL-A=t—BILER
2 R EBBHHRE RN 2 R
AR -



HOP FUNG GROUP HOLDINGS LIMITED
o & B E A TR E

Interim Report 2006
“EEXRFPHHRE

In the current period, the Group has applied,
for the first time, a number of new standards,
amendments and interpretations (hereinafter
collectively referred to as “new HKFRSs")
issued by the HKICPA that are effective for
accounting periods beginning on or after 1st
December, 2005 or 1st January, 2006. The
adoption of these new HKFRSs did not have
any material impact on how the financial
statements of the Group are prepared and
presented for the current or prior accounting
periods.

Potential impact arising from the recently
issued Accounting Standards

The Group has not early applied the following
new HKFRSs that have been issued but are
not yet effective. The Directors of the Company
anticipate that the application of these new
HKFRSs will have no material impact on the
financial statements of the Group.

HKAS 1 Capital Disclosures!
(Amendment)
HKFRS 7 Financial Instruments:
Disclosures !
HK(IFRIC) - INT 7 Applying the Restatement

Approach under HKAS 29
Financial Reporting in

Hyperinflationary
Economies ?
HK(IFRIC) — INT 8 Scope of HKFRS 23
HK(IFRIC) = INT 9 Reassessment of Embedded

Derivatives *

AR - AEEHRIRAS
ERESEAEEE 25
R EET RRE (XARTE
BB BMBHREEL]) -
WEERR —ETRF+ A
—HxXZEERF—HA—HX
Zi1eFAz 2T EAR AR - B
I S5 BB I TR s 22 R
AEE AR s AT 2 5T HAR
SRR 2R R 2R M
|EATE -

RIS 2 E 5t ER|ATREEE
ZEE
AEBEWRIFFHRAATER
B RARERZ BBV TR
HER|  RABEEEFILE
AU RER 2B
WA EHAEE 2 B REIE
RERTE -

BEGERN  EARE
F15E (BATA)

EAVBHE SRIR: BEFH
ERF73E

BEERNY REBEGHER

FEEAR EORREEER

EZB¢g) WIRE B 207

-RBEIR  BEERINAR
B BRME  BAMBHSER

BEEAR ESEcER

EZE9)

—RERSH

B ERMY WEAETETAZ
SRR B
EZE¢8)

—REZ®
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! Effective for annual periods beginning on or after
1st January, 2007.

2 Effective for annual periods beginning on or after
1st March, 2006.

3 Effective for annual periods beginning on or after

1st May, 2006.

Effective for annual periods beginning on or after

1st June, 2006.

TURNOVER AND SEGMENT INFORMATION
Turnover

Turnover represents the net amount received
and receivable for goods sold during the period.

Segment information

All of the Group’s turnover and contribution to
operating profit are attributable to the
manufacturing and sales of paper-ware
products and over 90% of the Group’s turnover
and contribution to operating profit is
attributable to customers who have their
manufacturing base in the People’s Republic
of China (“PRC"). Accordingly, no segment
analysis is presented.

As at 31st December, 2005 and 30th June,
2006, all the Group’s assets and liabilities are
located in the PRC, including Hong Kong and
Macau.

R S e :=E L
B A4 67 R RS A 2K o

e RoTTAE=R—BsbE
B A4 67 R RS A 2K o

P RCEEAERA—BHNE
B A4 67 R RS A 2K o

i ORCBTAFAR—BHUE
B 44 67 R RS A 2K o

ERBERIHER
EXE

ERBLAHREEERZE
U % PR R IR 8

7 EFEH

REBRTHE L EBREERT
BRI R AR M EREE -

NEERBI0% v L EFE R K
LR ERRBEPEARSE

B ([ B &% ﬁié%ﬂﬂz
fﬁ B 37 2 2 51 5 5

T o

R=2TRE+=A=1—A
&EA—v 7/\45'5/\ﬂ +E
AEE 2 AR B FSRRNE
- EESRRF -
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5. PROFIT BEFORE TAXATION 5. BiAIAE
Six months ended
BEAA=1+HLEAEA
30.6.2006 30.6.2005
—EERF —ZETRF
HK$’000 HK$'000
FHET FHET
Profit before taxation BRI FE ThF0BR
has been arrived at GFA) 5
after charging (crediting):  &I& :
Amortisation on prepaid TENHEERIE
lease payments i 177 100
Depreciation of property, ME - HEK
plant and equipment R E 12,978 9,824
Interest income FBUA (1,166) (486)
6. TAXATION 6. FE
Six months ended
BEASA=ZtTHLEARNEAR
30.6.2006 30.6.2005
—EBERE —EERF
HK$'000 HK$'000
FHT FHET
The charge comprises: FHRIBEIE -
Current taxation BIHATH 18
Hong Kong Profits Tax BEBNEH 602 8,927
Deferred taxation IRERIIR - (8,491)
602 436

10
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Hong Kong Profits Tax is calculated at 17.5%
(six months ended 30th June, 2005: 17.5%)
on the estimated assessable profit for the
period.

A portion of the Group’s profits neither arises
in, nor is derived from, Hong Kong. Accordingly,
that portion of the Group’s profit is not subject
to Hong Kong Profits Tax. Further, in the opinion
of the Directors, that portion of the Group’s profit
is not at present subject to taxation in any other
jurisdiction in which the Group operates.

Contingent liabilities relating to taxation of the
Group are set out in note 16.

DIVIDENDS

On 16th June, 2005 and 17th June, 2005, a
dividend of 4.22 HK cents per share, amounting
to approximately HK$15,523,000, was paid to
the shareholders as final dividend for the year
ended 31st December, 2004.

On 15th June, 2006 and 4th July, 2006, a
dividend of 4.17 HK cents per share, amounting
to approximately HK$15,857,000, was paid to
the shareholders as final dividend for the year
ended 31st December, 2005.

An interim dividend for the six months ended
30th June, 2006 of 1.58 HK cents per share,
amounting to approximately HK$6,060,000, has
been declared by the Directors (six months ended
30th June, 2005: 1.52 HK cents per share,
amounting to approximately HK$5,592,000).

BN G T I B G ET FERRT
SERI NIELT7 5% (BE-ZEZ
AFEXNA=Z+HIENEAR
17.5%) 515 -

REEBER D MBI IEE AR IR
SEVTERREE - AN - K
SEZE S MEBRHREL
RSB - 1SN BERA - B
Rl A= B2 B B IR AR
AN B AR P 2 AT B A R
EREIR NBATIA

EAREENERE R EE
SITRRAPEELE

RE

JrA—=S ﬁﬁ/\ﬂJﬁ\E&_
ZREANA+TER AR
ﬁkiﬁﬁ@if7 E¢+
ZA=Zt+—HIFERBRE
FR%4. 228l - Ik BABREA)E

15,523,000/ 7T °

RZEZRFNATHREERS
T XFLAMA  AAFE]A
BRERNEZ —ZEERF+=
A=+—HIEFERBERES
f&4. 17840 - KRB BEELE
15,857,000 7T °

BEOMEZE ST FLA
=+ HIANERSIRFHKRE
FE1.5881 - IRBAREN A
6,060,000 (BEZ=FFH
FRA=ZTHLEAEA - i
1.52784l - #8%849/45,592,000
T o

11



HOP FUNG GROUP HOLDINGS LIMITED
AT R B R R F)

Interim Report 2006
ZEERFHYPRE

8. EARNINGS PER SHARE 8. BREF

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

BRERNFEERNEZAT
BB RRTEREE

Six months ended

BEANA=+tHLEAEA

30.6.2006 30.6.2005
—EERE —EERHF
HK$’000 HK$'000
F#ET T
Earnings 27
Profit for the period NS IbE| 37,104 34,884
Number of shares R EE
Weighted average number s EBMIER
of shares for the purpose  ZF| 2 AntE
of basic earnings per share FH#R%E 372,799,238 367,846,939
Effect of dilutive potential ~ BEIRIESG 7S
shares in respect 2BEEE
of share options f&in 2 & 6,360,501 4,904,372
Weighted average number st E &GS
of shares for the purpose  ZF| 2 AntE
of diluted earnings A% R
per share 379,159,739 372,751,311

PROPERTY, PLANT AND EQUIPMENT

During the period, the Group spent approximately
HK$34 million and HK$14 million (30th June,
2005: approximately HK$29 million and HK$50
million) on construction in progress and other
property, plant and equipment respectively.

Borrowing costs amounting to approximately
HK$1 million (30th June, 2005,: Nil) was
capitalised to property, plant and equipment.

M BERRE

Hif] - AEESRISAERE T
AR E 2 - WS MR
[#134,000 OOO}%TE&
14,000, 0008 7T (ZZZnF
NA=1H : £929,000,00078
7t 550,000,000/ 7T) °

©#49/51,000,000% 7T 2 &
ffﬁXﬁ(_q TRERA=T
BH: & DENMEBYE B
PR &t -
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10. TRADE AND OTHER RECEIVABLES

The Group has a policy of allowing credit
periods ranging from 10 — 150 days to its trade
customers and may be extended to selected
customers depending on their trade volume
and settlement with the Group.

An aged analysis of trade receivables is as

10. EZ R HAERRIR

AEER]A —HEER %/H\
ﬁ%%}floiBOEHfo {
HTLME%F%EE)EEE%EI
ZEZERNFRIERERZE
Ef-

B 5 MW IR Z BR ik o0 AT a0

follows: T
30.6.2006 31.12.2005
RIZBEXF WNZZTRF
AA=+HA +=ZA=+—H
HK$’000 HK$'000
FET FET
Current BNHA 90,690 93,252
Overdue 1 to 30 days #HEI1E30H 16,105 9,221
106,795 102,473
Other receivables E b el A 1,503 513
108,298 102,986

13
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1Lk

12.

14

TRADE AND OTHER PAYABLES

An aged analysis of trade payables is as follows:

11. B K EMEMNRE
B 5 RENREZ R D0

T
30.6.2006 31. 12 2005
RZBEXRE R-ZEZHF
~NA=+A +=—A=+—H
HK$'000 HK$'000
FET FHET
Current BNHA 30,945 36,006
Overdue 1 to 30 days AHEI1Z=30H 3,384 4,270
Overdue 31 to 60 days BHI31Z=60H 119 56
Overdue for more than BHEIGOH LA
60 days 405 507
34,853 40,839
Other payables and E e FRIE
accrued charges RRES S 41,779 40,857
76,632 81,696
BANK BORROWINGS 12. SR{TEE
30.6.2006 31.12.2005
R-ZBEXE WN-ZTHF
ANA=+H +—A=+—H
HK$’'000 HK$'000
FExT FiBT
Unsecured bank borrowings fEIFRITEE
comprise: aE
Trust receipt loans ErEdiEE R 14,646 55,454
Bank loans RITER 192,650 166,430
207,296 221,884
The bank loans obtained by the Group were REEFTERITESI AR R

used to finance the acquisition of property, plant
and equipment.

BUBEMR - W5 REME -
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13. SHARE CAPITAL 13. A
Number Nominal
of shares value
BEE HE
HK$'000
FHET
Shares of HK$0.10 each HREME{EO.10E T
Z%Tﬁ
Authorised: imﬂxﬁ
At 1st January, 2006 and R=—ZZRF—A
30th June, 2006 —HEZTERF
~NA=+H 1,000,000,000 100,000
Issued and fully paid: E?"‘fﬁ&%{iﬂﬁﬁ :
At 1st January, 2006 RZEERF
—HA—H 367,926,000 36,792
Exercise of share options G 15,626,000 1,563
At 30th June, 2006 RZZEREF
~NA=+H 383,552,000 38,355
14. CAPITAL COMMITMENTS 14. BAREIE
30.6.2006 31.12.2005
R-BERE N-TTOF
AA=+AH +=ZA=+—H
HK$’000 HK$'000
FET FHET
Capital expenditure in BETHE RIS
respect of the acquisition ~ FRFRIREE 7 W -
of property, plant and 5 K&t
equipment contracted W E AR
for but not provided in the
financial statements 60,645 1,917

15
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15.

16

RELATED PARTY TRANSACTIONS

(@) The Group has engaged Hop Fung
(Australia) Pty. Ltd., a company in which
a director of the Company has beneficial
interest, as the Group’s purchase agent in
Australia at an annual fee of HK$1 for the
agency services rendered to the Group.

(b) Key management compensation:

15. BEALERS

(a) REEERAARAR—EE
ERETREERERL
A A]Hop Fung (Australia)
Pty. Ltd. A2~E& BHERIM
ZEEBREA - WHEM
REBRHZRERBEL
NEBVET -

(b) FEEBAEMS -

Six months ended

BEAA=tHLEAEA

Salaries and other short-term % Bl K £ i 55 A
employee benefits EEEF

Post employment benefits ~ #% IFFEF 12 Z &7

30.6.2006 30.6.2005
—EEXREF —EERF
HK$'000 HK$'000
FHT FHET
5,764 5,053

53 53
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16. CONTINGENT LIABILITIES 16. IRERE

On 9th December, 2004, a tax audit has been
commenced by the Hong Kong Inland Revenue
Department (the “IRD”) on certain subsidiaries
of the Company, namely, Gong Ming Hop Fung
Paper Ware Factory Limited, Fung Kong Hop
Fung Paper Ware Factory Limited and Hop
Fung (Overseas) Trading Limited (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 are still under
investigation, the IRD issued protective
assessments for the year of assessment 1998/
1999 to 2004/2005 to the above-mentioned
subsidiaries in order not to jeopardise the
assessment powers of the IRD which will be
time-barred after 6 years of assessment.
Objections have been filed against all these
assessments and, accordingly, no provision has
been made in the financial statements in
respect of any potential tax liabilities.

Subsequent to the lodgement of objections by
the Subsidiaries, tax reserve certificates of
HK$1,880,000 and banker’s undertakings of
HK$13,197,000 as security for payment of the
taxes in dispute in respect of the assessments
for Gong Ming Hop Fung Paper Ware Factory
Limited and Fung Kong Hop Fung Paper Ware
Factory Limited, pending the outcome of the
tax audits and the objections, have been
purchased and arranged by the Group.

In the opinion of the Company’s Directors, the
potential tax liabilities that may arise as a result
of the tax audits, if any, would not have any
significant effects on the financial statements
of the Group.

RZZEZWF+=ANE - &
BRBE(REE]) AR AHE
ETHBARARE EARRMK
BRAR - BlE&LHRHE
[ A & F2Hop Fung (Overseas)
Trading Limited ([MEB A R]])
R=ANAN—hhhEFE=
TE=F T TNFFHE
ERMAMBERZ - BEEZY
EHE/THR  R=ETRF—
A=Z+xH  ZZEFXF—A
AERERZFTRFAAZH -
MR LA B ARz —
N —RAANFE=ZZN

ZEERFABFEE LR
PR - e ERKRA
RBANREERINFAITE
RIS c AEBERAA
FZETFIRERE - Fitt - W
ERERBERBBERIT T
R -

REERARELHETPHMER
NEIRBEEEEPEERA
R CHEE RTHE (R
B QAR REERHIE)
1,880,000 THEMER
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MANAGEMENT DISCUSSION AND ANALYSIS
Business Review

During the period under review, the corrugated
paper-ware packaging industry maintained stable
growth as a result of worldwide increasing demand
for paper-ware packaging, in particular the PRC.
However, the Group faced a challenging business
environment with adverse factors including the
appreciation of the Renminbi, higher interest rate
as well as raw material prices. In view of this, the
Group effectively improved its competitive edge and
profitability through a vertically integrated operation
with control on production costs and enhancement
of product quality. For the period under review, the
Group recorded turnover growth of approximately
3.5%. Gross profit and net profit grew 8.4% and
6.4%, respectively.

The Group put special effort in the development of
upstream production in order to realize vertically
integrated operation. The first phase development
of the Green Forest (QingXin) Paper Industrial
Limited (“Green Forest”) in Qingxin County,
Qingyuan City, Guangdong Province for a
corrugating medium production plant commenced
operation in March 2006. Spanning gross floor area
of 700,000 square meters, the facility mainly
produces high performance corrugating medium.
With an annual production capacity of 100,000
tonnes of corrugating medium, it is capable of
satisfying about 30% to 40% of the Group’s demand
for corrugating medium. As at the end of June 2006,
corrugating medium production from Green Forest
was able to meet nearly 30% of the Group’s need,
thus reducing the Group’s reliance on imported raw
materials and resulted in a slight increase in overall
gross profit margin and in turn strengthening the
Group’s competitiveness.
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Apart from developing upstream production of
corrugating medium, the Group planned early this
year the second phase development of Green Forest
for a kraft linerboard production plant. The
foundation was laid in March and main unit of the
production line was purchased in late May.
Production was expected to commence in early
2008 with estimated annual production capacity of
200,000 tonnes. Kraft linerboard is another kind of
major raw material for carton boxes. Our own
production can fully satisfy the Group’s kraft
linerboard demand, thereby reinforcing its vertically
integrated business. The Group’s overall gross profit
margin will be significantly improved, laying a solid
foundation for future business development.

Financial Review
Operating results

For the six months ended 30th June, 2006, turnover
of the Group increased approximately 3.5% to
HK$390,116,000 (corresponding period in 2005:
HK$376,794,000). The increase was mainly
attributable to the new corrugated paper-ware
production line commencing operation in second
half of 2005. Facing the appreciation of Renminbi
and rise in crude oil and materials costs, the Group
recorded a slight increase in cost of sales by 2.4%.
Such increase was also due to increase in
consumption of crude oil and electricity by the
Group’s corrugating medium plant, Green Forest
which initialized its manufacturing process in March
2006. However, self supply of corrugating medium
with cost saving improves gross profit margin
increasing from 19.6% in the corresponding period
last year to 20.5% instead.
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Increase in turnover and oil price led to increase in
transportation cost. Thus, distribution cost increased
by 7.6% to HK$18,190,000. Due to the Group’s
effective cost control, administrative expenses
remained stable as compared to that of
corresponding period last year. Other operating
expenses recorded an increase of 35.5% to
HK$9,305,000. The increase was mainly due to an
increase in depreciation charges for renovation of
existing plant, warehouse and employees’
dormitories. As the Group funded the construction
of the new plant and acquisition of machinery of
Green Forest by bank loans, finance costs increased
by 69.5% to HK$4,732,000.

Net profit increased by approximately 6.4% from
HK$34,884,000 in the corresponding period last
year to HK$37,104,000. Thus, basic earnings per
share increased to 10 HK cents (corresponding
period in 2005: 9.5 HK cents). The Directors had
declared the payment of an interim dividend of 1.58
HK cents per share (corresponding period in 2005:
1.52 HK cents per share).

Liquidity, financial and capital resources

As at 30th June, 2006, bank balances and cash
decreased by HK$43.3 million to HK$112.7 million
(31st December, 2005: HK$156 million). Net
current assets and current ratio (current assets
divided by current liabilities) was HK$147.1 million
(31st December, 2005: HK$135.5 million) and 1.89
(31st December, 2005: 1.66) respectively.
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During the first half of 2006, the Group spent
HK$6.1 million on dividend payment and further
spent HK$32 million on capital resources for new
factory construction of Green Forest for upstream
paper production. The construction costs were
wholly financed by term loans further raised from
banks during the period.

As at 30th June, 2006, the Group did not pledge
any assets as security for borrowings. The Group’s
total borrowings decreased by HK$14.6 million from
HK$221.9 million (as at 31st December, 2005) to
HK$207.3 million. The decrease was mainly due
to repayment of short term borrowings of HK$35.8
million. The ratio of long-term borrowings to short-
term borrowings was 67:33 (31st December, 2005:
53:47). The net gearing ratio (measured by total
bank borrowings net of cash to equity attributable
to shareholders) was 25% (31st December, 2005:
19%).

The Group’s financial position remains strong and
healthy.

Contingent Liabilities

Tax audit has been conducted by the Inland
Revenue Department in December 2004. The
Inland Revenue Department issued protective
assessments for the year of assessment 2000/2001
to 2004/2005 to certain subsidiaries of the Group
during the period. As the tax audit is still in progress,
in the opinion of the Directors, the outcome and
impact of this matter cannot be determined with
reasonable certainty at this stage.
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power in the PRC coupled with sustained worldwide
demand for paper-ware packaging, there has been
intense demand for quality paper-ware products.
“China Packaging Yearbook” estimates show a
compound annual growth rate of approximately 8%
for total paper-ware output in China. Total output is
expected to reach 19,000,000 tonnes this year and
36,000,000 tonnes in the year 2015.

Most of the Group’s current production is for export
and domestic sales account for about 10% of sales
volume. With surging demand in the domestic
corrugated paper-ware market, the Group is going
to grasp the opportunity of increasing the
percentage of domestic sales and enlarging the
market share of its products.

Production of the Group’s corrugating medium has
exceeded 90% of its capacity after six months’
operation. This achievement boosted the
management confidence in developing the kraft
linerboard production. Backed by the experience
of building the corrugating medium plant, the Group
firmly believes that the kraft linerboard plant will be
completed as scheduled. Commencement of its
production will further lower production costs and
result in a significant rise in profit margin as well as
the Group’s competitiveness.

With steady raw materials supply, the Group will
continue to raise productivity and diversify its range
of products by installing advanced production
facilities, thus enhancing operation efficiency.
Emphasing on saving production resources,
exercising effective cost management and
improving workflow, the Group aims to bring higher
returns for shareholders.
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Directors’ interests in shares, underlying shares EZERRY - HEROHES 2
and debentures =

As at 30th June, 2006, 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
(“SFQ”) as recorded in the register maintained by
the Company pursuant to Section 352 of the SFO, or
as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies were
as follows:

REIBEZRFRNA=Z+TH @ BRA
ARIREES KSR ([FHER
HE6R01)) B35 2 HEBF 2
BRMATREEE - SR ETRARIE
FEITELHZINZESTE e
RNABIREBZE  EERESZ
kN i I NN DS B (£ DN
(& ABHLEEEN) 2 -
RN R EET A 2SR
SORBIAT ¢

(a) Shares (a) Btn
Approximate
Company/Name of percentage of
associated corporation Number and issued share capital
Name of director RAF/ 1 Capacity class of securities HEEf
E3pg EBER ES) REUERE RABARD
Mr. Hui Sum Kwok Company Founder of a discretionary trust/ 252,000,000 shares 65.70%
FRERE YN interest of controlled corporations Long position (Note 1)
RRETAVA/ZEEBER 252,000,008 7
72 (M)
Mr. Hui Sum Kwok Company Beneficial owner 3,886,000 shares 1.01%
TRERE NG| EHEBA Long position
3,886,008 {7
e
Mr. Hui Sum Kwok Company Interest of spouse 500,000 shares 0.13%
FHERE N RBzER Long position
500,0008 B
e
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Approximate
Company/Name of percentage of
associated corporation Number and issued share capital
Name of director RAF/ 1 Capacity class of securities BRI
f£3:3 EEER g% FEYARER RABHES
Mr. Hui Sum Ping Company Founder of a discretionary trust/ 252,000,000 shares 65.70%
TARTEE VNG| interest of controlled corporations Long position (Note 1)
2REFAUA/ RiTEBER 252,000 0008 %13
178 (Hz)
Mr. Hui Sum Ping Company Beneficial owner 3,236,000 shares 0.84%
FRTEE AR ERBEA Long position
3,236,008 {3
e
Mr. Hui Sum Tai Company Beneficial owner 3,800,000 shares 0.99%
FRERE YN EEREA Long position
3,800,008 {3
#e
Mr. Wong Wing Por Company Founder of a discretionary trust/ Nil (Note 1) -
TRRERE NG| interest of controlled corporations £ (fitzF1)
REETAN N/ R E R
Mr. Wong Wing Por Company Beneficial owner 2,700,000 shares 0.70%
TEREE LN EREAA Long position
2,700,008 7
e
Ms. Hui Yuen Li Company Beneficial owner 500,000 shares 0.13%
SRR VNS EEREA Long postion
500,0008 13
e
Mr. Liu Kwok Fai, Company Beneficial owner 250,000 shares 0.07%
Alvan YN BB Long position
BEERE 250,0008% %3
e
Mr. Hui Sum Kwok Hop Fung Industries Founder of a discretionary trust/ 7,886 shares of US$0.01 each 78.86%

AL
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Approximate
Company/Name of percentage of
associated corporation Number and issued share capital
Name of director KA/ Capacity class of securities BRI
f £ EBER &% E5YUERER RABHES L
Mr. Hui Sum Ping Hop Fung Industries Founder of a discretionary trust/ 7,886 shares of US$0.01 78.86%
TRTEE interest of controlled corporations each
2REFEUA/TEEEER Long position
(Notes 1 and 2)
78861 BREE0IET
bl
72 (1R2)
Mr. Wong Wing Por -~ Hop Fung Industries Founder of a discretionary trust/ 1,257 shares of US$0.01 1257%
THRRE interest of a controlled corporation each
SEEFAA /SRS Long postion
(Notes 1 and 2)
1257 EREE00IET
2B
e (k)
Mr. Hui Sum Kwok Hop Fung Industries Beneficial owner/founder of a 5,000 shares of US$0.01 50%
STRERE (Holdings) Limited discretionary trustinterest of each
(“Hop Fung Industries a controlled corporation Long position
BVI") ERBBA/ 2T/ (Notes T and 3)
REEEER 5,000k BREE0IZT
i
78 (H1R3)
Mr. Hui Sum Ping Hop Fung Industries Beneficial owner/founder of a 5,000 shares of US$0.01 50%
TRTEE BV discretionary trustfinterest each
of a controlled corporation Long position
BREEN/ REEFAA/ (Notes 1.and 3)
XEiEER 5000k BREEIZT
bl vl
78 (H1R3)
Mr. Hui Sum Kwok (Gong Ming Hop Fung Interest of controlled 3,000,000 non-voting 100%
FRERE Paper Ware Factory corporations/short deferred shares of HK$1
Limited position of controlled each
(“Hop Fung GM”) corporations Long and short
ARt SEEERS/FIEEERA positions (Notes 1and 4)
BRAT 3,000,000 iR E(E
F= ACE)) LB BREEETER

FERAR (HELR4)
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Approximate
Company/Name of percentage of
associated corporation Number and issued share capital
Name of director RAF/ 1 Capacity class of securities BRI
f£3:3 EEER g% FEYARER RABHES
Mr. Hui Sum Ping Hop Fung GM Founder of a discretionary trust/ 3,000,000 non-voting 100%
FRTEE AL interest of controlled corporations/ deferred shares of HK$1
short position of controlled each
corporations Long and short
SEEHAVA/TIEEERS/ positions (Notes 1and 4)
REEENE 3,000,000 BREE
1B BRFBETR
FER%E (HLRY)
Mr. Wong Wing Por ~ Hop Fung GM Interest of controlled corporations/ Nil (Notes 1 and 4) -
TEREE AELH short position of a contralled E(HHIRY)
corporation
SRS/ REEENR
Mr. Hui Sum Kwok Fung Kong Hop Fung Interest of controlled corporations/ 3,000,000 non-voting 100%
FRERE Paper Ware Factory short position of controlled deferred shares of HKS1
Limited corporations each
(*Hop Fung FG") SRS/ TRAERA Long and short
EEaEHRE positions (Notes 1, 4 and 5)
ARAR 3,000,000 SR EE
(e 1B BREEETER
FeRkike (L 4RD)
Mr. Hui Sum Ping Hop Fung FG Founder of a discretionary trust/ 3,000,000 non-voting 100%
FHTRE ALEH interest of controlled corporations/ deferred shares of HK$1
short position of controlled each
corporations Long and short
2ERTAIUA/FIEAEES/ positions (Notes 1, 4 and 5)
RIEEENE 3,000,000 Bk E(E
BT BREEETR
FER%E (W1 4RD)
Mr. Wong Wing Por ~ Hop Fung FG Interest of a controlled corporation/ Nil (Notes 1,4 and 5) -
TRRRE ALEH short position of a controlled & (L 4R5)
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Approximate
Company/Name of percentage of
associated corporation Number and issued share capital
Name of director KA/ Capacity class of securities BRI
f £ EBER &% E5YUERER RABHEA L
Mr. Hui Sum Kwok Applewood Forest Founder of a discretionary trust 1 share of US$1 100%
TRELE Limited REETAITA Long position (Notes 1 and 6)
\REELETZRA
i7& (W1 R6)
Mr. Hui Sum Kwok Profit Luck Limited Founder of a discretionary trust 100 shares of HK$1 100%
FRERE HRERRR 2REFAA Long position (Notes 1, 6.and 7)
100RBREEIET R
e (3L 6R7)
Notes: F3E
1. The 252,000,000 shares are owned by Hop Fung 1. #252,000,000A% %3 B3Hop 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. Shum Lit Ki respectively.

The issued share capital of Hop Fung Industries BVI is
owned asto 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 will be deemed to be interested in the
252,000,000 shares under the SFO.

Industries# 4 ° Hop Fung Industries
BEITRASFIEHop Fung
Industries BVI ~ Delight Ocean
Limited ([Delight!) FOLRUE L EHER
78.86% * 12.57% 5 8.57% °

Hop Fung Industries BVIZ B 377%
RORIBFFREELESE - FFRTE
4 - Fullwood Holdings Limited
([Fullwood]) K Goldspeed Holdings
Limited ([Goldspeed|) ##511.81% *
11.81% ~38.19% %38.19% °
Fullwood fiPinecity Investments
Limited ([Pinecityl) 2&#4H © M
Pinecity F§HSBC International Trustee
Limited (THSBCJ) JAHui & Wong
2004 Family Trust2sEAZ B H 2 E
HE - ZfErtR—HEREER A
BINZ AN RFTARBEISLAE - 2EETY
RBETRBEEZREKE °
GoldspeedfGoldkeen Assets
Management Limited ([Goldkeen]) &
BEA » MGoldkeenFIHSBCLAHSP
2004 Family TrustZsEA 2 D 2&
%A - #fzrtR—EHE2EET A
BINZ NBRFART SR - 2GR
KBEHARTEEZRIEHKE ©
bt RIBFEF R G K - FFARE
EERTRFEESBWERHES
#%252,000,000/% Bk 15 2 2 o
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Delight is wholly owned by Richfaith Assets Management
Limited (“Richfaith”) and Richfaith is wholly owned by
HSBC in its capacity as the trustee of Wong's 2004 Family
Trust, a discretionary trust the founder of which is Mr.
Wong Wing Por and the discretionary objects of which
include family members of Mr. Wong Wing Por.

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. Shum Lit Ki 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 and Mr. Wong Wing Por is deemed to be interested
in the 1,257 shares of US$0.01 each in Hop Fung
Industries.

Hop Fung Industries BVI 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 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 78.86%,
12.57% and 8.57% by Hop Fung Holdings Limited
(“Hop Fung Holdings (BVI)"), Mr. Wong Wing Por and
Mr. Shum Lit Ki respectively.

DelightfiRichfaith Assets
Management Limited ([Richfaith]) &
BiEA > MRichfaithEHSBCIA
Wong's 2004 Family Trust$3EA 2 &
PEEREE - ZEFTAEHEEE
o HANABTRR AL 2R
ERHRBRETRRTEZRKERK
g o

Hop Fung Industries 32~ &) 2 1%
~A - BAUREES RS KT -
B AR 2 EEAE - Hop Fung
Industries,Z 2 PR B/ TARAA100%
JL 9 A10,0000 5 EE0.013%
T2 - 2BlEHop Fung
Industries BVI - Delight &2t ZIE %
4 HB7,886 - 1,257 %8570 © 1Rk
BEREEGN - FRBEEERT
HRIFLEHWRABESHp Fung
Industries 7,886 8% FAXFI{E0.013 7T
B& R 2 % - T T 480K % A RIS
A% A Hop Fung Industries 1,257 %
FRRAEEO.01E LIRS 2 1S ©

Hop Fung Industries BVIJ3ZR A E] 2
RN BLREBES RBE K
Bl - BARB 2B AR c Hop
Fung Industries BVIZ 2 #8 & 31T
RA1003ETT + 9 /10,0000 SRR E
B0.01ETT 2’17 » D RIBFTAREIS%
A FFHRFRE  Fullwood &
Goldspeed##£1,181 + 1,181 *
3,819X3,8198% - IRIEFEH L HE
10l AR S E R AR TR A
BR/HWEAEHEEHop Fung
Industries BVI& #£5,0000% Z X E &
0.01% TR M5 2 ez

ALURBEAARIZHBAR
IIREE S RAIEGKG - BARAF]
ZHREEE - LA 2EE
17BN A3,000,100% 7T © 94100
BEREE]LI BTz EBRE
3,000,000/ FRREE LB T2 E%
ERERFEAT  5%3,000,0008% =R HE
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The issued share capital of Hop Fung Holdings (BVI) is
owned as to 50%, 11.81% and 38.19% by Mr. Hui Sum
Kwok, Mr. Hui Sum Ping and Goldspeed respectively.
Under the SFO, each of Mr. Hui Sum Kwok and Mr. Hui
Sum Ping is deemed to be interested in the 3,000,000
non-voting deferred shares of HK$1 each in Hop Fung
GM.

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

Hop Fung FG is a subsidiary of the Company and
therefore an associated corporation of the Company
under the SFO. The 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.

Hop Fung Holdings (BVI)2 B #1T7A%
AAREFRELEE FRFEE
. Goldspeed#H50% 1181%&
38.19% ° IREBEEH REE KA -
ml%i&ﬁmiiiﬁﬁﬁ%ﬁ
& 8/2833,000, 000 SR EEL #
TR ERIRIER 2 e o

BEBHRA-ZTZT=F/\A+NAB
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REARAERRAT 2 2EANE A EHop
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Fung Group (BVI))) #% A% #E + A
B &% E3,000,0008 Z A& E(E 1
}%ﬁZé\Eﬂﬁﬁﬁ&m%%ﬁkﬁﬁ o
Ht - RIREF LIS RG] - 77K
Bk A RFH T AL EEARE
AR 8 B AR 3298 P 5 LR BE AR S I
ZHBEAR M Z KA -
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6. Applewood Forest Limited (“Applewood”) is a company
incorporated in the British Virgin Islands. The entire
issued share capital of Applewood is US$1 comprises 1
share of US$1 which is 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 owned by HSBC in its capacity as the trustee
of Hui & Wong 2004 Family Trust.

7. Profit Luck Limited (“Profit”) is a company incorporated
in Hong Kong. The entire issued share capital of Profit
is HK$100 comprises 100 shares of HK$1 each which
is indirectly owned by HSBC through its wholly owned
subsidiary, Applewood. 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”
below.

Other than as disclosed above, none of the Directors
nor their associates had any interests or short
positions in any shares, underlying shares or
debentures of the Company or any of its associated
corporations as at 30th June, 2006.
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Substantial Shareholders FTERR

As at 30th June, 2006, the register of substantial R -—ZZNFEA=1H » &KAF]
shareholders maintained by the Company pursuant 181575 %5 & B9 & (55| 55 336 (& Fr 1T
to Section 336 of the SFO shows that the following & 2 T ERAEZCMEET - T78%
shareholders have notified the Company of relevant B2 A& AR A B E R A D F D43
interests and short positions in the issued share TR A 2 BREER MIAE -
capital of the Company:

Approximate

percentage

of issued

Number of share capital

Name of shareholder Capacity issued shares held ~ Note(s) HERITRA

RRE®/ 15 &% BECRTRAYE sk R

Hop Fung Industries Beneficial owner 252,000,000 1 65.70%

ERBEBA

Hop Fung Industries BVI Interest of a controlled corporation 252,000,000 12 65.70%
R

Fullwood Interest of controlled corporations 252,000,000 1,2,34 65.70%
TR E

Pinecity Interest of controlled corporations 252,000,000 12,34 65.70%
RELEER

Goldspeed Interest of controlled corporations 252,000,000 1,2,3,5 65.70%
R EEE

Goldkeen Interest of controlled corporations 252,000,000 12,35 65.70%
R EER

HSBC Trustee of discretionary trust/interest 252000000 1,2,3,4,5 65.70%

of controlled corporations
PRERZEA/XBEEER
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Approximate
percentage
of issued
Number of share capital
Name of shareholder Capacity issued shares held Note(s) HERTRE
RRE8/ 14 &9 BEERTRAYE Mzt Y
Mr. Hui Sum Kwok Beneficial owner/founder of a 256,386,000 1,2,3,4,6 66.85%
TARRLE discretionary trust/interest of
controlled corporations/interest
of spouse
% %ﬁ A ﬂ& =EIA/
BEERR /R R
Mr. Hui Sum Ping Beneficial owner/founder of a 255236000 1,2,3,5,7 66.55%
TARTRE discretionary trust/interest of
controlled corporations
EnlA N/ 2EETENA/
REiEER
Pl Investment Management  Investment manager 26,928,000 - 7.02%
Limited RERE
Value Partners Investment manager 25,712,000 8 6.70%
Limited RALR
ERESERAA
Notes: P5E -

1. The 252,000,000 shares are owned by Hop Fung 1.
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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. Shum Lit Ki 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 asto 11.81%, 11.81%, 38.19% and 38.19% by
Mr. Hui Sum Kwok, Mr. Hui Sum Ping, Fullwood and
Goldspeed respectively.

#%252,000,0000% J% 15 i Hop Fung
Industries# A °

Hop Fung Industries 2 £ 3 17A A
Hop Fung Industries BVI + Delight &
MRNEREDRIHEET78.86% -
12.57%%8.57% + MiRikEH I
E &%) - Hop Fung Industries BVI#
R BB 5%2252,000,000/% A2 15 2 12
Hop Fung Industries BVIZ B 377%
ROFIBFFREELEE - FFRTE
4 -~ Fullwood &Goldspeed A
11.81% ~11.81% ~38.19% &
38.19% °



HOP FUNG GROUP HOLDINGS LIMITED
AR R B R R F)

Interim Report 2006
“EEXRFPHHRE

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

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

6. Ms. Wong Mui is directly interested in 500,000 shares
in the Company and is deemed to be interested in
255,886,000 shares under the SFO as she is the spouse
of Mr. Hui Sum Kwok, a Director of the Company.

7. Ms. Jian Jian Yi is deemed to be interested in
255,236,000 shares under the SFO as she is the spouse
of Mr. Hui Sum Ping, a Director of the Company.

8.  Mr. Cheah Cheng Hye is deemed to be interested in
25,712,000 shares in the Company, as he beneficially
owns 32.77% of Value Partners Limited.

Share options

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

4. Fullwood Z & #0 B #1TIRZANEHHSBC
BEBHE100% 515 B Pinecity LAHui
& Wong 2004 Family Trust2sEA 2
HOMEEREA © Hui & Wong 2004
Family Trust/h—IE 257
T ANBTRELAE ﬁ'ﬁiTé Z%Eﬁ
REBHRBTEZRERE -

t REFHARBAEHRA -
Fullwood  Pinecity ~ HSBC X #FZx Bl

SR BIRR A B £252,000,000
RER&AR 2 #ETw o

5. Goldspeed 22 &1TIRAMHA
HSBCEBEI00% XL AE
Goldkeen LAHSP 2004 Family Trust2
EFEAFDEEFFE - HSP 2004
Family Trust]y—IE2 (55 © HE)
SNANBRARTRE M S%Eﬁ
%@%*ﬁ FREZREKE °

CREBEEHFRBAC J‘mfﬁ'l ’
Goldspeed + Goldkeen * HSBC & #F
AIETXRESEBERBEREER Z
252,000,000/% 1% 1 2 # % ©

6. %tiaﬁ%ﬁzmmoopoo&
RipiEes - ARBEREBRAR]
$.$HAI§E$Z@E(% wrf;m%&
HEEY - SEL TR ARBZ
255,886,0008% i 9 2 xS ©

7. BEZBHFREEGEN - AREEE
ﬁiﬁ$ RAESTHRFREZR
B BHRELZTIHRAEEBX
255,236,000&52{%2%@ <

8. #MEBLEANEESBERER
LEIBNT 23277 %RERTER A
BEARRA25,712,000%0% 10 2 #E

75 o
fm

fBmE

BEA-SE=FHLAMABEEZ
SRR - ANA T ERAERERT 2
(lZEtEl) - TEBMAREER
BRI T EEANE - AS RN SR E
SHAREBEL 2 BB © %2
R-IZE—=FENA=HEH °
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The following table discloses movements in the

TRIEEAA BRSNS 2

Company’s share options during the period: & :
Outstanding Granted  Exercised  Cancelled Outstanding
at beginning during during during  atend of
Exercise of the period  the period  the period  the period  the period
Category Option type  Date of grant price R REE REE R RER
<p] BRESR RiLAH e ESHcd &it i o HRTE
(Note 1) HK$
(PzE1) BT
Directors
BZ
Mr. Hui Sum Kwok A 3.11.2003 113 1,614,000 - (1,614,000) - -
SARELA B 29.7.2004 133 450,000 - - - 450,000
(Note 2) © 4.11.2004 1104 2,250,000 - - - 2,250,000
(32)
Mr. Hui Sum Ping A 3.11.2003 113 2726000 - (2,726,000) - -
THRTRA B 29.7.2004 133 950,000 - - - 950,000
G 4.11.2004 1104 2,250,000 - - - 2,250,000
Mr. Hui Sum Tai A 3.11.2003 113 3,600,000 - (3,600,000) - -
SRRRE B 29.7.2004 133 70,000 - - - 70,000
G 4.11.2004 1104 2,250,000 - - - 2,250,000
Mr. Wong Wing Por A 3.11.2003 113 200,000 - (2,100,000 - -
FRREE B 29.7.2004 1.33 970,000 - - - 970,000
G 4.11.2004 1.104 2,250,000 - - - 2,250,000
Ms. Hui Yuen Li A 3.11.2003 113 250,000 - (250,000) -
SRR B 29.7.2004 133 3,170,000 - - - 3,170,000
Mr. Liu Kwok Fai, Alvan A 3.11.2003 113 250,000 - (250,000) - -
Mr. Chee Man Sang, Eric A 3.11.2003 113 250,000 - - - 250,000
HRERE
25,400,000 - (10,540,000) - 14,860,000
Other employees A 3.11.2003 113 1,868,000 (1,772,000) - 96,000
AftfES B 29.7.2004 133 5330,000 - (3,314,000) - 2,016,000
7,198,000 - (5,086,000) - 2,112,000
Total all categories
FrEERI s 32,598,000 - (15,626,000) - 16,972,000
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Notes:

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

Wi

1. BREBEEZEBHOREENER
BB T o AN AR RE
SRR TREAES A AMERRIAT
TTE BT R S 2 B

Option type A Option type B Option type C Maximum % of share options exercisable
ABRIRRE BEERE CEERE UTERREZERAI L
35.2004 - 3.11.2004 1.1.2005 - 31.12.2005 1.3.2005 - 28.2.2006 up to 50%

& A#50%

4.11.2004 - 3.11.2005 1.1.2006 - 31.12.2006

4.11.2005 - 3.11.2006 1.1.2007 - 31.12.2007

2. Out of the 1,614,000 share options exercised, Mr. Hui
Sum Kwok was directly interested in 1,364,000 shares
and was deemed to be interested in 250,000 shares
owned by Ms. Wong Mui, who is the spouse of Mr. Hui
Sum Kwok and a member of the senior management of
the Group.

The closing prices of the Company’s shares on 25th
April, 2006, 22nd May, 2006 and 13th June, 2006,
the dates immediately before the dates on which
the options were exercised were HK$1.83, HK$2.00
and HK$2.00 per share respectively.

OTHER INFORMATION

Interim Dividend and Closure of Register of
Members

The Directors had declared an interim dividend of
1.58 HK cents per share for the six months ended
30th June, 2006 (corresponding period in 2005:
1.52 HK cents per share) to be payable on or about
13th October, 2006 to those shareholders whose
names appear on the register of members of the
Company on 6th October, 2006.

1.3.2006 - 28.2.2007

1.3.2007 - 29.2.2008

up to 75% (to the extent not already exercised)
BaaE5% CEATEEAR)
up to 100% (to the extent not already exercised)
BRAEI00% AHFTHEEAR

2. RBETHEZ1,614,000p RS -
FFAREISE AT 1,364,000/ BE AL E
BEEEED  ITHREANEEL
T+ FFRESE B EAEE SR
EEERE) #EA 250,000 B
RER AR

REZITEEREL 28 - /)
—EBEXENMA-+HA —TZ
NERA-+-HE-ZTREN
BA+=8  AARKRMHZWHES
R A&FI1.838 T « BH2.0048 T
K &R2.007 7T ©

Ht &R

THREREERERDBFERL
FiH

EREEMBE_TTRFA=T
B bR A A Ik il B =i 1.58
B (CZZRFRY : §K1.52
Bl - FEREFR —FTRE
TAT=AxARIEN TR _-TZ
NETANBBINARABBERAM
2R
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The register of members of the Company will be
closed from 4th October, 2006 to 6th October, 2006,
both dates inclusive, during which period no transfer
of shares will be effected. In order to qualify for the
interim dividend, all completed transfer forms
together with relevant share certificates must be
lodged with the Company’s branch share registrar
and transfer agent in Hong Kong, Abacus Share
Registrars Limited, 26th Floor, Tesbury Centre, 28
Queen’s Road East, Hong Kong for registration no
later than 4:00 p.m. on 3rd October, 2006.

Human Resources

As at 30th June, 2006, the Group and the
processing factories employed a total workforce of
around 1,250 full time staff (31st December, 2005:
1,200). The increase was mainly attributable to our
continuous business growth and upstream
production. 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.

Purchase, Sale or Redemption of Shares
During the six months ended 30th June, 2006,
neither the Company nor any of its subsidiaries had

purchased, redeemed or sold any of the Company’s
listed securities on the Stock Exchange.
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Audit Committee

The Audit Committee comprises three independent
non-executive Directors namely, Mr. Liu Kwok Fai,
Alvan, Mr. Chee Man Sang, Eric and Mr. Wong Chu
Leung. The Audit Committee has reviewed with the
management the unaudited consolidated financial
statements of the Group for the six months ended
30th June, 2006 and has discussed auditing,
internal control, the accounting principles and
practices adopted by the Group.

Corporate Governance

The Company has complied with the code
provisions set out in the Code on Corporate
Governance Practices (the “CG Code”) as set out
in Appendix 14 of the Listing Rules, during the six
months ended 30th June, 2006, except with the
following deviations:

Code Provision A.2.1

e Code provision A.2.1 stipulates that the division
of responsibilities between the chairman and
the chief executive officer should be clearly
established and set out in writing.

e There is no written terms on division of
responsibilities between the chairman and the
chief executive officer. The Board of Directors
considers that the responsibilities of the
chairman and chief executive officer
respectively are clear and distinctive and hence
written terms thereof are not necessary.

EREES
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Code Provision A.4.2

e Code provision A.4.2 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.

e |n accordance with the relevant provision of
the existing 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 and C.3.3

e Code provisions B.1.3 and C.3.3 stipulate that
the terms of reference of the Remuneration
Committee and Audit Committee should
include, as minimum, those specific duties as
set out in the respective provisions.

e The terms of reference of the Remuneration
Committee and the Audit Committee of the
Company have been revised in May 2005 to
comply with the above Code Provision with
certain deviations. A major deviation from the
Code Provision B.1.3 is that the Remuneration
Committee of the Company should, pursuant
to its revised terms of reference, review (as
opposed to determine under the Code
Provision) and make recommendations to the
Board on the remuneration packages of the
executive Directors only but not senior
management.
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Model Code for Securities Transactions

The Company has adopted its own code of conduct
for securities transactions by Directors (the “Own
Code”) on terms no less exacting than the required
standard set out in the Model Code for Securities
Transactions by Directors of Listed Issuers (the
“Model Code”) as set out in Appendix 10 to the
Listing Rules. Having made specific enquiry of all
Directors of the Company, all Directors have
confirmed that they had complied with the Own
Code throughout the six months ended 30th June,
2006.

Appreciation

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

By Order of the Board
HUI Sum Kwok
Chairman

Hong Kong, 15th September, 2006
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Board of Directors:
Executive

Mr. Hui Sum Kwok
Mr. Hui Sum Ping
Mr. Hui Sum Tai
Mr. Wong Wing Por
Ms. Hui Yuen Li

Independent Non-Executive
Mr. Liu Kwok Fai, Alvan

Mr. Chee Man Sang, Eric
Mr. Wong Chu Leung
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