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INTERIM RESULTS
PHIRAR

The board of directors (the “Board”) of Huafeng
Group Holdings Limited (the “Company”) is
pleased to announce the unaudited condensed
consolidated results of the Company and its
subsidiaries (the “Group”) for the six months
ended 31 March 2008 (the “Period”). The interim
results for the Period are unaudited, but have
been reviewed by the audit committee of the
Company (the “Audit Committee”) and RSM
Nelson Wheeler, the auditor of the Company, in
accordance with International Standard on
Review Engagements 2410 “Review of Interim
Financial Information Performed by the
Independent Auditor of the Entity”
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INDEPENDENT REVIEW REPORT

BIERRE

RSM Nelson Wheeler
PG EE(EE)DETMEHM

Certified Public Accountants

TO THE BOARD OF DIRECTORS OF
HUAFENG GROUP HOLDINGS LIMITED
(Incorporated in the Cayman Islands with
limited liability)

INTRODUCTION

We have reviewed the interim financial
information set out on pages 8 to 22 which
comprises the condensed consolidated balance
sheet of Huafeng Group Holdings Limited (the
“Company”) as at 31 March 2008 and the related
condensed consolidated income statement,
condensed consolidated statement of changes
in equity and condensed consolidated cash
flow statement for the six-month period then
ended,and a summary of significant accounting
policies and other explanatory notes.The Rules
Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited require the
preparation of a report on interim financial
information to be in compliance with the
relevant provisions thereof and International
Accounting Standard 34 “Interim Financial
Reporting” (“IAS 34") issued by the International
Accounting Standards Board. The directors are
responsible for the preparation and presentation
of this interim financial information in accordance
with IAS 34. Our responsibility is to express a
conclusion on this interim financial information
based on our review and to report our conclusion
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.
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INDEPENDENT REVIEW REPORT

BIERRE

SCOPE OF REVIEW

We conducted our review in accordance with
International Standard on Review Engagements
2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the
Entity”issued by the International Federation
of Accountants. A review of interim financial
information consists of making inquires,
primarily of persons responsible for financial
and accounting matters, and applying
analytical and other review procedures. A
review is substantially less in scope than an
audit conducted in accordance with
International Standards on Auditing and
consequently does not enable us to obtain
assurance that we would become aware of all
significant matters that might be identified in
an audit. Accordingly, we do not express an
audit opinion.

CONCLUSION

Based on our review, nothing has come to our
attention that causes us to believe that the
interim financial information is not prepared, in
all material respects, in accordance with IAS 34.

RSM Nelson Wheeler
Certified Public Accountants
Hong Kong

24 June 2008
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CONDENSED CONSOLIDATED INCOME STATEMENT

For the six months ended 31 March 2008
BE_TENF=A=+—HI~EA

Six months ended

31 March
BE=A=+-BIL~EAR
2008 2007
“EE0E ZEEtE
HK$'000 HK$'000
FET TER
(unaudited) (unaudited)
(REER) (REER)
Note (restated)
i (BEF))
TURNOVER e 3 380,398 320,984
Cost of services provided RS B
and cost of sales REERK (285,898) (223,517)
Gross profit E 94,500 97,467
Other income Hiplg A 6,467 5,078
Selling and distribution expenses ~ $5&E K DR X (10,586) (12,552)
Administrative expenses THEX (19,421) (24,618)
Other operating expenses Hi 2 (14) (92)
PROFIT FROM OPERATIONS BEEBRH 70,946 65,283
Finance costs B Rk AR 4 (12,445) (10,501)
PROFIT BEFORE TAX Bt F 58,501 54,782
Income tax expense FrERmEx 5 (1,681) (1,332)
PROFIT FOR THE PERIOD B 6 56,820 53,450
Attributable to: T AT REGES :
Equity holders of the Company ARAERBEEA 56,785 53,696
Minority interests DR FREE 35 (246)
56,820 53,450
DIVIDENDS B2 7 19,183 22,012
EARNINGS PER SHARE BREF 8
Basic HAR HK5.0 cents #{ll  HK5.8 cents 741l
Diluted e HK4.9 cents #{ll HK5.8 cents 741l

Huafeng Group Holdings Limited
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CONDENSED CONSOLIDATED BALANCE SHEET

At 31 March 2008
R-ZBENF=ZA=+—H

31 March 30 September
2008 2007
—BBNE  CEBELF
=H=+-H ABE=+H
HK$'000 HK$'000
TET TER
Note (unaudited) (audited)
{3 (REER) (&%)
NON-CURRENT ASSETS kREEE
Property, plant and equipment ME - BERZE 9 641,898 578,521
Prepaid land lease payments B iHERE 60,619 56,975
Intangible assets BREE 41,007 40,964
Available-for-sale financial assets ~ A/t HESBEE 3,502 3,257
Deposits paid for acquisition WERHEECDHN
of long-term assets 2k 77,640 65,993
824,666 745,710
CURRENT ASSETS mEAEE
Inventories RE 110,780 106,247
Trade receivables EWE 5 &N 10 165,585 182,070
Prepayments, deposits BARE &
and other receivables REMEKRHE 106,314 45,457
Prepaid land lease payments B LHAERE 1,352 1,263
Bank and cash balances BORBELEH 469,262 229,320
853,293 564,357
CURRENT LIABILITIES mEAE
Trade payables BREZRT 1 45,195 51,463
Other payables and accruals HEtERHERESER 173,549 151,419
Due to a related company B —EBELRRE 3,330 3,097
Interest-bearing borrowings TERE 175,490 169,832
Current tax liabilities R EEE 5,650 5,534
403,214 381,345
NET CURRENT ASSETS RBEEFE 450,079 183,012
TOTAL ASSETS LESS BEERRHERE
CURRENT LIABILITIES 1,274,745 928,722
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CONDENSED CONSOLIDATED BALANCE SHEET
BHGEEERRAR

At 31 March 2008
R-ZBENF=ZA=+—H

31 March 30 September
2008 2007
k- - — S
=A=+-H hA=tH

HK$'000 HK$'000
TER TER
Note (unaudited) (audited)

MisE (REER) (EER)

NON-CURRENT LIABILITIES ERBER
Interest-bearing borrowings TERE 166,417 187,067
Deferred tax liabilities ELEREEE 15,803 14,697
182,220 201,764

NET ASSETS BEFE 1,092,525 726,958
CAPITAL AND RESERVES ARt
Share capital LN 12 12,395 8,805
Reserves e 1,078,348 716,406
Equity attributable to equity holders N2 B EZ A A

of the Company FEfh e 1,090,743 725,211
Minority interests DHRRER 1,782 1,747
TOTAL EQUITY BER 1,092,525 726,958
Approved by the Board of Directors on 24 June 2008
RIBENFARAZTNARESEREA

Cai Yangbo Choi Wing Toon
308 ZkE
Director Director
EE Bz

10 | Huafeng Group Holdings Limited
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
GRS DB TR
For the six months ended 31 March 2008

P_ET\F=H=+—HI~EA

(unaudited)
FEE

Attributable to equity holders of the Company
FAARBREARLER

Reserves
L1

Properties Share-hased

Share Share revaluation  payment Translation  Retained Minority
capital  premium  reserve " ﬁ;gve reserve profits Total interests Total
RE  BOEE EBRE (HEREE AEEE  RERA B PURTER it
Note HKSOOD  HSODD  HKSOOD  HKSOOD  HKSODD  HKSOOD  HKSOOD  HKS000  HKSO00
i TEn  TEn TEr TEr TEn  TEn TEm TEn En
At 1 October 2006 HZZERETA-R 8805 164835 22128 — 48 3BT 592007 8160 600,167
Bchange diferenceson ~ BREENEBZELZE
translation of foreign
operations - - - - 3 - 83 - 8
Net income recognised ERNEREIUARE
directly in equity - - - - 83 - 83 - 83
Profit for the period ElEb] - - - - — 5% 536% (46) 53450
Total recognised income and ~ REERUZEE
expense for the period i . - - - - 83 53,69 3739 (246) 53493
Recognition of share-based ~ EZURAZA 231
payments - - - 5403 - - 5403 - 5403
Dividends paid EffRE 7 - - - - - (4402 (4402) - (4402)
At31 March 2007 H-3BLE=AZ1-8 8805 164835 22128 A3 1251 433065 646747 194 654660
Representing: f&:
At31 March 2007 after i )
proposed interim dividend (B REHRER) 629,137
Proposed interim dividend ~ EIRFHRE 7 17610
Fquity attrbutable toequity ~ AR TREREAELES
holders of the Company 646,747
At 1 October 2007 R-E5tF+A-8 8,805 164,835 2133 5403 50915 467,120 7251 1,747 726958
Exchange differences on BEENEH ELZE
translation of foreign
operations ~ - - - - 67922 - 67922 - 67922
Shares issue expenses paid B TRHER - (29390) - - - - (2939 — (29390
Net income recognised BRNERERUATE
directly in equity . - (29,390) - — 67922 - 38532 - 38532
Profit for the period BEed - - - - — %78 56785 I 5680
Total recognised income and ~ BACEZ U EE
expense for the period o - 830 - - 67,922 56,785 95317 3 95,352
Sharesissued inthe formof AR RS H
KDR BiiRe 120) 3000 280,200 - - - - W0 - B0
Issue of bonus shares RTAR 12(b) 59 (590) - - - - - - -
Dividends paid EHRE 7 - - - - — (%) (12989) - ()
At 31 March 2008 R-EENF=f=1-A 12,395 415055 28,133 5403 118,837 510920 1,090,743 1782 1092525
Representing: fi&:
At 31 March 2008 after RZZEN\EZE=1-R
proposed interim dividend (R ERER) 1,084,545
Proposed interim dividend  BRPHRE 7 6198
Equiy attibutable toequity  AAREEHEARLER
holders of the Company 1,000,743

Interim Report 2008
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT
BHGEHERER

For the six months ended 31 March 2008
BE_TENF=A=+—HI~EA

Six months ended

31 March
BE=A=+—-HLAEAR
2008 2007
—EEN\E —2Et
HK$'000 HK$'000
FERT TEAR
Note (unaudited) (unaudited)
ik (REER) (REER)

NET CASH GENERATED CEEBELRSFH

FROM OPERATING ACTIVITIES 60,559 62,409
Purchases of property, plant BENE BERRE

and equipment (50,558) (16,805)
Acquisition of a subsidiary i — KB L - (56,807)
Deposits paid for acquisition WERREEDIzEkE

of long-term assets (6,680) (17,764)
Other investing cash flows (net) HttRERERE (F5) 4,407 2,532
NET CASH USED IN REEDERARLTE

INVESTING ACTIVITIES (52,831) (88,844)
Inception of bank loans HERBTEE 60,878 132,104
Repayment of bank loans BEETEE (82,863) (84,459)
Proceeds from issue of share DBEEZESTR

in the form of KDR BOROMAEHE 12(a) 283,200 —
Share issue expenses paid ERBTRHER (29,390) —
Dividends paid 2RRE (12,985) (4,402)
Finance costs paid BRBHAA (12,445) (10,501)
NET CASH GENERATED HEEHELRSFH

FROM FINANCING ACTIVITIES 206,395 32,742
NET INCREASE IN CASH HeRReFEEFE

AND CASH EQUIVALENTS 214,123 6,307
CASH AND CASH EQUIVALENTS ~ H#IH & REE%E

AT BEGINNING OF PERIOD 229,320 191,797
EFFECT OF FOREIGN EXCHANGE ~ SMEEZ 2522

RATE CHANGES 25,819 43
CASH AND CASH EQUIVALENTS ~ HIR&RF&%E

AT END OF PERIOD 469,262 198,147
Bank and cash balances BORBELEH 469,262 198,147

Huafeng Group Holdings Limited
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
21 BA 1 ¥5 3R 3R B ok

For the six months ended 31 March 2008
BEz_ZTZ N \F=HA=+—HI~EA

BASIS OF PREPARATION

These condensed financial statements have
been prepared in accordance with International
Accounting Standard 34 “Interim Financial
Reporting” issued by the International
Accounting Standards Board and the applicable
disclosures required by the Rules Governing the
Listing of Securities on The Stock Exchange of
Hong Kong Limited.

SIGNIFICANT ACCOUNTING POLICIES
AND ADOPTION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS

These condensed financial statements have
been prepared under the historical cost
convention, as modified by the revaluation of
certain buildings which are carried at their fair

values.

The accounting policies and basis of
preparation used in the preparation of the
condensed financial statements are consistent
with those used in the annual financial
statements for the year ended 30 September
2007.

The condensed financial statements for the six
months ended 31 March 2007 are prepared in
accordance with Hong Kong Financial
Reporting Standards (“HKFRSs") issued by the
Hong Kong Institute of Certified Public
Accountants.

EREE
REPEE M BEREDRIBEBEBRE S
EAEESSRM ARSI ERE34
SIPHEBRE I REBBHESRSZ T
BFRABzESZEWRZERKE
BEMREH -

KB BERRIRA I E REET 2
PR A T 3R 5 2 A

$%%Mﬁﬁ$ﬁ§ﬁﬁiﬁ$@@
BHE - UHRBEMAEQITEIERZE
BFEEHAE -

R MRS 2G5 R
RiRRELERARERBEE_ZEZTLFN
A=+ RLEFEZFENBRRAK
RE— -

BE-ZZ+LFE=RA=+—HIEAXE
Bz R RRDRES B SEA
AEEHEBYEREERN (EHS
B EREER]) RS -
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

B B4 5 4R R B aE

For the six months ended 31 March 2008
BEz_ZTZ N \F=HA=+—HI~EA

In the current period, the Group has adopted
all the new and revised International Financial
Reporting Standards (“IFRSs”) issued by the
International Accounting Standards Board that
are relevant to its operations and effective for
accounting periods beginning on 1 October
2007.IFRSs comprise International Financial
Reporting Standards (“IFRS”); International
Accounting Standards (“IAS"); and Interpretations.
The adoption of these new and revised IFRSs
did not result in substantial changes to the
Group’s accounting policies and amounts
reported for the current period and prior
periods.The effect on adoption of the IFRSs in
current period compared with condensed
financial statements prepared in accordance
with the HKFRSs is stated below.

Business combinations

The Group ceased amortisation of goodwill
since its first adoption of IFRSs from 1 October
2003.

The adoption of IFRS 3“Business Combinations”
resulted in changes in the amounts reported in
the financial statements as follows:

FEEERAHBRAMBHERE
FFEZESERMRAEEXKEAR
ER-Z2LF+A-HERKZE
%Jr,ﬁ,ﬁFﬂi?&i%ﬁ%&%@%ﬂ@[‘%ﬂﬁ%
BEER (ERHBEREED]) o
F‘?%?Ji%iﬁiﬁﬁlJ’@?rﬁ@[‘%ﬁﬁ%#Ei—i
Bl ((EBREBmEEL]D - EREF
8 ((ERERERD KRR - RW
L2 3748 T RS BT Bl PR B 75 3R 5 2 B
ESAEECENBRERA A
BEME2HcSR/EREREH -
AT TR BB B B RS R o5 22 Al iR
Z BRI BRRLEE - AEERMNE
MRETEIREER 2R -

EBEH
FEEE-ZZT=F+tA-HERK

MERESREENERILBED
8o

PRANEIPR B HE 3RS 2RI B33 [ B &
BB ERRAFMEMES BRI W
T

2008 2007

ZEBENE C—EZLF

HK$’000 HK$'000

FHET FHExT

Increase in goodwill BRI M — 6,027
Increase in retained profits R 88 3% ) 12 hn — 6,027

Huafeng Group Holdings Limited
ELEEERERAF



NOTES TO THE CONDENSED FINANCIAL STATEMENTS

B B4 5 4R R B aE

For the six months ended 31 March 2008
BEz_ZTZ N \F=HA=+—HI~EA

The Group has not applied the new IFRSs that
have been issued but are not effective. The
Group has already commenced an assessment
of the impact of these new IFRSs but is not yet
in a position to state whether these new IFRSs
would have a material impact on its results of

operations and financial position.

3. SEGMENT INFORMATION

Geographical segments based on the location

of customers

AEEYRRABEEMBEERERZ
BRI BREER - AEECH
RS GRS E LR 2
FE WEUREHAZSHEERY
BREEARTEHHEERERY
BRABREAZE -

3.  S#pE#H
RIFEEREVNE 2 HEDF

Africa, Australia and

The Philippines Greater China North America Consolidated
#4E KPERE Ei BMREEN &8
Six months ended Six months ended Six months ended Six months ended
31 March 31 March 31 March 31 March
BEZR=t+-BE~ER  BESAZ+-BiAER  #ESAS+-BEAER  BE=AS+-BLAER
2008 2007 2008 2007 2008 2007 2008 2007
ZRRAF CETLE CRRAE CETLE CRRAE CERLE O ZRRAE CEIEE
HK$'000 HKS'000 HK$'000 HKS'000 HK$'000 HKS'000 HK$'000 HKS'000
TR Tén TR TEn F#R Tén F#RL Thn
(RESEH) (REER) (REBER)  (REER)  (REBR)  (REER)  (REBK)  (REER)
Segment revenue AHBA 3m 120,678 213,151 167,933 36,136 32373 380,398 320,984
Segment results AH%5 54,720 56,367 8,332 1877 9,090 15,121 14 83,365
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
21 BA 1 ¥5 3R 3R B ok

For the six months ended 31 March 2008
BE_TENF=A=+—HI~EA

4.

5.

FINANCE COSTS 4.  HBEX
Six months ended 31 March
BE=A=+—HLAHEAR
2008 2007
—EETNE C—ZTLHF
HK$’000 HK$'000
FHET FET
(unaudited) (unaudited)
(REER) (REEEZ)
Interest on bank loans IRITER
and overdraft REXZFIE 12,020 10,501
Bank charges IRITEMA 425 —
12,445 10,501
INCOME TAX EXPENSE 5. FiIRBHAX
Six months ended 31 March
BE=A=+—HL~ER
2008 2007
—EBEN\E —EELF
HK$’000 HK$'000
FHET FHET
(unaudited) (unaudited)
(REEZ) (REEEZ)
Current tax — PRC BIEABIIE —
enterprise income tax FEIREMER 1,681 1,332

No provision for Hong Kong Profits Tax is
required since the Group has no assessable
profit during the period (2007: HKSNil).

Tax charge on profits assessable in the PRC had
been calculated at the rates of tax prevailing
in the jurisdictions in which the Group
operates, based on existing legislation,
interpretations and practices in respect

thereof.

Huafeng Group Holdings Limited
ELEEERERAF
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
21 BA 1 ¥5 3R 3R B ok

For the six months ended 31 March 2008
BE_TENF=A=+—HI~EA

6.  PROFIT FOR THE PERIOD 6.  HAREF
The Group's profit for the period is arrived at AEBZHREFTIRMBUATEIE
after charging: BB

Six months ended 31 March
BE=A=+—HL~EAR

2008 2007
—EENE —ETtHF
HK$’000 HK$’000
FHET FET
(unaudited) (unaudited)
(REEZ) (REEZ)
Amortisation of 1l 038 4 6
technical know-how 550 485
Depreciation e 27,755 20,439
Directors’ remuneration FEHM
Fees wne 180 180
Salaries, allowances e EHREMAE
and benefits in kind 874 1,243
Retirement benefit scheme RIRTERIET BIE R
contributions 6 12
1,060 1,435
Write off of property, WEEWE - BB
plant and equipment K& 16 —
7. DIVIDENDS 7 k2
Six months ended 31 March
HEE=A=1+—-HIL~EA
2008 2007
—BBNAE —ETLE
HK$’000 HK$'000
FHET T
(unaudited) (unaudited)
(REERE) (REER)
Proposed interim dividend — BRIKPEHRE —
HKO0.5 cent (2007: HK2 cents) FREBROSEL
per ordinary share (ZZZ+F 1 281) 6,198 17,610
Final dividend for the yearended #Z_-ZZtFNAA=1+HL
30 September 2007 approved FECHUEN IR
and paid — HK1.1 cents ZRERE —8R
(2006: HKO.5 cent) per ordinary &R 11581
share (Z2ZRE 1058 1) 12,985 4,402
19,183 22,012

Interim Report 2008
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
21 BA 1 ¥5 3R 3R B ok

For the six months ended 31 March 2008

BE-—ZTZEN\F=ZA=1+—HIXEA

8.

EARNINGS PER SHARE

The calculation of basic and diluted earnings

8. BREA

BREFAREBERAN ZAEEEMN

per share are based on the following: T
Six months ended 31 March
BE=A=+—HL1L~HEAR
2008 2007
—ETNE "—EZTtHF
HK$’000 HK$'000
FHET FHExT
(unaudited) (unaudited)
(REEX) (RESEZ)
(restated)
(ELEH)
Earnings E27
Profit attributable to equity ~ AAUGTEEREARK
holders of the Company, BEBAZART
used in the basic and EREFERAERLREF
diluted earnings per share
calculation 56,785 53,696
Number of shares & E
Weighted average number BITARAIN 2
of ordinary shares except EFHEBEREE
for bonus issue 1,088,676,321 880,479,600
Effect of bonus issue BITARZEE 54,433,816 44,023,980
Weighted average number AU EEREREF
of ordinary shares used ZEFHEBREYAE
in basic earnings per share
calculation 1,143,110,137 924,503,580
Effect of dilutive potential [ B8 pR R T A A
ordinary shares arising ZEBTHEEERTE
from share options 13,336,771 39,453
Weighted average number RUGTEEREERF
of ordinary shares used ZEFHEBREYAE
in diluted earnings per share
calculation 1,156,446,908 924,543,033

Huafeng Group Holdings Limited
ELEEERERAF



NOTES TO THE CONDENSED FINANCIAL STATEMENTS
21 BA 1 ¥5 3R 3R B ok

For the six months ended 31 March 2008

BEr—%%

10.

BENFZA=+—HIEAEA

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 31 March 2008,
the Group acquired property, plant and
equipment of approximately HK$50,558,000
(2007: HK$16,805,000).

TRADE RECEIVABLES

The Group normally allows credit terms to
well-established customers ranging from 30 to
120 days. The Group seeks to maintain strict
control over its outstanding receivables.
Overdue balances are reviewed regularly by
the directors.

The aging analysis of trade receivables as at
the balance sheet date, based on the date of

9. Mm% BERRME

BEZZENF=ZA=+—BL~E
B AEEBEZYE  BERRE
#){850,558,000/ 8T (ZEZTLF :
16,805,000 7T) °

10. FEWE SRR

rEE-REEBEHRAZERSAT

30RE120RZIEEH - REEHRE

E?EH&ZE&ZJEH& RIER 5 BRAG IS ©
ERERTTBHRE o

REEARBBARCEERZBH
T BRESRRNGEE B ZRE

recognition of the service income or goods DIMT
sold, is as follows:

31 March 30 September
2008 2007
—EENE C—ZTtH
=A=+—H hB=+H
HK$’000 HK$’000
FHET FET
(unaudited) (audited)
(REER) (REZ)
0 — 30 days 0— 30K 74,342 64,234
31 — 60 days 31— 60K 38,914 60,974
61 — 90 days 61— 90K 34,775 40,888
Over 90 days 90K L E 17,554 15,974
165,585 182,070
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

B B4 5 4R R B aE

For the six months ended 31 March 2008
BE_TENF=A=+—HI~EA

11. TRADE PAYABLES

The Group normally obtains credit terms

ranging from 30 to 90 days from its suppliers.

The aging analysis of the trade payables as at

the balance sheet date, based on the date of

receipt of consumables or goods purchased,

11.

FE {188 5 AR

FREE-REHEEHR FI0REOKXR
ZIEEH -

RIBWMFABE 2 EERRER B H
E - BNEZRRNEE B ZRE
DIMT

is as follows:
31 March 30 September
2008 2007
—BEN\E C—EBTtHE
=A=+—H AN A=+H
HK$’000 HK$'000
FHET FET
(unaudited) (audited)
(REER) (RER)
0 — 30 days 0— 30K 21,965 20,115
31 — 60 days 31— 60K 11,149 20,153
61 — 90 days 61— 90K 8,243 6,323
Over 90 days 90K LA £ 3,838 4,872
45,195 51,463

Huafeng Group Holdings Limited
ELEEERERAF
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
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For the six months ended 31 March 2008
BEz_ZTZ N \F=HA=+—HI~EA

12,

SHARE CAPITAL 12. BXF
31 March 30 September
2008 2007
—ETNE —EZTtHF
=A=+-—H NB=+H
HK$’000 HK$’000
FHET FHExT
(unaudited) (audited)
(REEZ) (RER)
Authorised: ERE
2,000,000,000 ordinary shares  2,000,000,000% & i%
of HK$0.01 each HE0.01EB T2 E B 20,000 20,000
Issued and fully paid: ERTRHR
1,239,503,580 1,239,503,5808%
(At 30 September 2007: (R=ZZELHF
880,479,600) ordinary shares fLA=+H :
of HK$0.01 each 880,479,6004%)
SFREME.0E T
Z2EBER 12,395 8,805
A summary of the movements in the issued ARABEBTRAZEHHAEOT :
share capital of the Company is as follows:
Nominal
Number of value of
shares issued shares issued
E 31T BT
EHEE RO EE
Note ‘000 HK$'000
g T FHET
At 1 October 2006, R=ZZBZREF
30 September 2007 and +A—H8-
1 October 2007 —EELF
hWA=+HRK
—EELF
+A—H 880,480 8,805
Shares issued in the LA E FERE R 5
form of KDR FERBETZRG (a) 300,000 3,000
Issue of bonus shares BITALR (b) 59,024 590
At 31 March 2008 R-ZZEZENFE
=A=+—8H 1,239,504 12,395

Interim Report 2008
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

B B4 5 4R R B aE

For the six months ended 31 March 2008
BE_TENF=A=+—HI~EA

Note:

(a) On 26 November 2007, the Company issued
6,000,000 units which represents 300,000,000
ordinary new shares at a subscription price of
Korean Won 5,600 (approximately HK$0.944
per share) per unit under the Korea Depository
Receipts Programme (“KDR”) on the Korea
Exchange for a total cash consideration of
approximately HK$283 million.

(b) On 23 January 2008, the directors
recommended a bonus issue of shares
(“Bonus Issue”) and approved in the
Company'’s annual general meeting held on
18 March 2008. The Bonus Issue has been
made on the basis of 1 share, credited as fully
paid, for every 20 existing shares then held.

13. CONTINGENT LIABILITIES

The Group did not have any significant
contingent liabilities at 31 March 2008 (At 30
September 2007: HKSNil).

14. CAPITAL COMMITMENTS

13.

14.

(a) R=-ZZtE+-A=+X<B K
NREBEETELE HEIEE
#)283,000,00058 7T 2 B &R EREE
X 5 F % 176,000,0008 {y (BD
300,000,0000% $T EBAR) » FEUR
i 18 75,6008 E (HMER0.9448
JT) °

(b) R-ZZEENF-A=-1+=H E=S
BEBTAR (BTAKRD - ER
“EENF=ZATNEETZED
ARRBFARE LHEBBEES -
ARBITZEERERSHR20R
BERD  TEBIRARIESRE
BAD -

HAREE
REZZBZBENFZAZ=Z+—H £&KH
TWEEFAEARREE (CEELFN
A=+H =8 -

BXRRE
31 March 30 September
2008 2007
—EBENE —ZTLH
=A=+-—H NB=+H
HK$’000 HK$'000
FHET FHExT
(unaudited) (audited)

(RETR) (RE#E)

Contracted but not provided for B2 {{B kB E =2

Construction of buildings BFEFE 54,317 31,521
Purchase of a parcel of land BE—IEtib 13,400 12,462
Purchase of plant IBEME RS
and machinery 46,418 22,752
114,135 66,735
15.  APPROVAL OF FINANCIAL STATEMENTS 15, #{#BATS@E%

The financial statements were approved and
authorised for issue by the Board of Directors
on 24 June 2008.

Huafeng Group Holdings Limited
ELEEERERAF

EFEECN-ZEENERAZTHEA
HERRETI AP HERRK o



MANAGEMENT DISCUSSION AND ANALYSIS

EEERR S

The Group continues to record healthy business
growth in its key textile industry despite
increased competition experienced by the
industry and additional stringent textile
product import requirements in the EU

countries.

Shareholders of the Group voted in favour of
changing the Company’s name to Huafeng
Group Holdings Limited in the annual general
meeting ("AGM") which was held on 18 March
2008.While the Group will leverage on its core
textile business, it will seek opportunities to
diversify the Group's future business scopes in

further enhancing the Group's profitability.

With the secondary listing of the Company in
Korea last year, the Group raised a capital of
about HK$283.2 million (before expenses).The
Group will utilise this fund on facilities
enhancement, business diversifications and
internationalization for the benéefits of its loyal

investors.

BEAEB 2T EHBEMY 2 TEHR
FRBHZ BBEERUHEREDZ
REBMBE - AMAEEMRAITE
BESSRERBER -

FEEZRRRARER-ZZBNF=
ATNBRTzZRRBFAELHRER
RRBEWMAELEEBERERITR
ERE  AEBEBHEEROHBES
EREESREBENEERREKLE
EBZl LE-—SPREFEEZR
FEED o

EFRATRBEERE - tHSAER
SEEEBRA#283,200,0005 7T (kKR
BXAD - "EEKFIAZEESHEEE
THRBRAIR <XKEOZTE
REB LR o U EREHERR
EEEBA -
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MANAGEMENT DISCUSSION AND ANALYSIS

EEERR S

FINANCIAL REVIEW

For the six months ended 31 March 2008, the
Group’s turnover increased by 18.5% to
HK$380.4 million (as compared to HK$321.0
million in corresponding period in 2007) with
gross profit decreased by 3.0% to HK$94.5
million (as compared to HK$97.5 million in
corresponding period in 2007). Profit
attributable to equity shareholders grew to
HK$56.8 million (as compared to HK$53.7
million in corresponding period in 2007), which
represents a 5.8% increase over that of the

previous year.

The Group targeted to invest Renminbi (“RMB”)
200.0 million in a high-quality yarn
manufacturing facility in Jiangxi Province to
enhance the Group’s yarn production capacity
and profitability in this sector.New production
lines in Lingfeng Dyeing and Weaving Co. Ltd.
(“Lingfeng”) and Huafeng Knitting Co., Ltd.
(“Huafeng Knitting”) were also under
construction since April 2008. These facilities
are expected to contribute an extra RMB350.0
million per annum to the Group’s revenues
when these new facilities go into full operation

in 2009 onwards.

Huafeng Group Holdings Limited
ELEEERERAF

M5 E R
BE-ZZ)/\E=A=1+—HI1E~EA -
ZREE B FEEEE T18.5% % 380,400,000/ 7T
(ZZEZHF[EH © 321,000,000 T) » £
FI T B&3.0%Z 94,500,000/ T (ZEEL5F
[EHA @ 97,500,00058 7T) ° HE=IFH AEML
a8 P B ¥ 4 4% /0 5.8% % 56,800,00078 7T
(ZZZLF[EH : 53,700,000 T) °

AEE B ERE ARKY200,000,0007T/E
N TIREZEEZSEEHDRERE
UREAEEHDERRZD T ZBF
BEH  BZZT/N\FMAR  AWmE
EZERBEERAR (NEE]) RELS
BERAT ([ELEE]) FORRERE
FEESR FEHZERER_ZENF
D2 EEER - EAREETREN
% AK®350,000,0007T Z Wz °



MANAGEMENT DISCUSSION AND ANALYSIS

EEERR S

BUSINESS REVIEW

Many textile manufacturers suffered from lower
profit margins caused by the appreciation of
RMB and decreased income led by the
depreciation of US dollars (“USD"). However, as
the Group deals mainly with domestic clients,
and serves overseas fabric manufacturing
clients who handle their export directly, with
payments settled mainly in RMB, therefore the
Group was little affected by the worsening forex

volatility.

As the purchasing power in China remains
strong, the demand for high quality fabrics is
on the increase. However, the industry will be
developing towards an up-market competition
in future with players competing on technology
and innovative and creative edges. Having a
major proportion of its business in high-end
products, the Group remains in a good position
to continue its leadership under such a market

environment.

ERBEER
TOHBEEBRARBAEMERDS
EFFEBE W TEAEXIRES
WARD » AT ARAREEEEE
REFENTRS  YAEEREEARO
ZEIMREERFRMERY L EE
UARMEENR Bt XEBZE
BERZIERBD2HERK -

BETEBEIGEFTRY  HSEE
TR 2 BREBEBI - AT - AITERE
REGEEET BT EHFRE - WE
HFRBRURAIHRAIZHE L3
FoAEBECEBIRRIRSERE
e AMEREFNVE  XEUEZD
SR CHEH AR -
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MANAGEMENT DISCUSSION AND ANALYSIS

EEERR S

PROSPECTS

China’s textile industry is expected to remain
strong and maintain consistent growths. As one
of China’s premier fabric processors, the Group
will continue with its quest for quality
enhancement and technology innovation in
fabric output to keep abreast of the market,and
continue to enhance good profit margins by
means of economies of scale and tapping
upstream products markets. Expansion and
facility enhancement will be ongoing to
increase productivity and enlarge market share

in China.

Yarn spinning and dyeing continued to be the
Group's core business despite the Board’s
determination to diversify the Group’s business
lines to sustain a healthy long-term growth.In
addition to the existing plants in Fujian, the
Group is expecting to see the completion of its
new plant in Jiangxi by the fourth quarter of
2008.This will bring an increase of yarn spinning
capacity by 100,000 spindles per annum, which
implies further strengthening of the current
yearly fabric processing capability of 146,000
tonnes. Furthermore, this new facility is
expected to add RMB200.0 million to the

Group's revenue per year.

Huafeng Group Holdings Limited
ELEEERERAF

RE
EHTEASESESRYRFEE
R -ERATEEE—E2hHRERZ
— AREKEBERTREELNRE
EBRARBMEANURETS  TEB
RELSERBBERERTS - C0#
BERARGER - BRRIERREBRA
AU LT - DUBMMEER D RIBAR
PREzHBEAEER -

BREEEGREFEFAEEELZ TN
MEREBRIER U RZREER
AREBZROER - REMUABE
ZEEREN  AEBEHR-_ZZN
FENZEEFHUNIAHFZRMER
Tl RRHVENHZEMNSZSEEF
100,00040 48 » I REEE —F IRIRIFT
F146,000M8 2 7o BRI REERE ) o LS - H
REERALAEESFEMNARY
200,000,0007T W & ©
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MANAGEMENT DISCUSSION AND ANALYSIS

EEERR S

Meanwhile, a new production line was being
built in Lingfeng to tap the high-end product
market. Another new production line was also
under construction at Huafeng Knitting to
enhance the Group’s production capability. The
new facilities are scheduled to be operational
in the third quarter of 2008. The combined
additional capacity is expected to add another
RMB150.0 million to the Group's revenue per

annum.

LIQUIDITY AND FINANCIAL
RESOURCES

At 31 March 2008, the Group had current assets
of approximately HK$853.3 million (30 September
2007: HK$564.4 million) and current liabilities of
approximately HK$403.2 million (30 September
2007: HK$381.3 million). The current ratio
(calculated as current assets to current liabilities)
increased from 1.48 as at 30 September 2007 to
2.12 as at 31 March 2008. The gearing ratio
(calculated as the total bank borrowings to total
shareholders’ equity) had dropped from 0.49 as
at 30 September 2007 to 0.31 as at 31 March 2008.
These ratios were at reasonably adequate levels
as at 31 March 2008 while the Group had sufficient
resources in meeting its short-term and long-term

obligations.

R FIEFEY —RTEES AR
ERERERTS ELHBTERS—
RFEESURSEAEBZEERD °
ZEHREERNR _SENFE=FR
ANEF - HHIZAEER DREEIE
FAHRAREEEMARE150,000,0005T 2
Wz o

RBESRUHBER

RZBENE=ZA=1+—0  ~*EEZ
MENE E 4 5853,300,0008 T (ZEF
tHFAA=+H : 564,400,000/ T) -
FENE E X A403,200,0008 T (ZEZ
+ERA=+H :381,300,000/8TT) °
REILLE (RRBEEHRBBEHE)
H-ZZE+tFNA=THZ148EME
—EENF=A=FT—HZ212°ER
BELE RRTEEREHRRERS
BEHE) AT EtHFNA=1+HZ049
TRE-_ZENF=ZA=+—-H=Z
031 - RZZEZENF=ZA=+—HB " &
BUERDBEERAKTE  MAKEE
ERAERUENAEEHRRIEE -
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MANAGEMENT DISCUSSION AND ANALYSIS

EEERR S

During the six months ended, the Group
principally met its funding requirements by
cash flows from operations and bank
borrowings.The net cash inflow from operating
activities and financing activities were
approximately HK$60.6 million and HK$206.4

million respectively.

Total bank borrowings decreased around 4.2%
to approximately HK$341.9 million (30
September 2007: HK$356.9 million) which was

mostly in nature of loan repayment.

At 31 March 2008, the Group had total bank
borrowings of approximately HK$341.9 million,
of which approximately HK$175.5 million was
repayable within one year and approximately
HK$166.4 million was repayable more than one
year. Approximately 24.3% of the total bank
borrowings was subject to fixed interest rates
while approximately 75.7% was subject to
floating interest rates. The Group’s bank
borrowings were primarily denominated in
RMB, USD and Hong Kong dollars (“HKD"). For
the Group’s total bank borrowings as at 31
March 2008, 24.3% of the balance was
denominated in RMB, 8.7% of the balance was
denominated in USD and 67.0% of the balance
was denominated in HKD.There are no seasonal
adjustments with respect to the Group’s

borrowings.

Huafeng Group Holdings Limited
ELEEERERAF

REENAER  AEEZZEULEE
BrzBReReakBRTEERNHEESE
o oREXERRMETHZRERNF
289 Bl % £60,600,0007%8 7T 5 206,400,000
BT °

ROTEERBETHRNI2ZHEY
341,900,000 T (ZZZE+LF LB =1+
H : 356,900,000 7T) r TEAEEE

FRRIE o

RZBEENE=ZA=+—-H KREHZ
RITIEE 4584 5341,900,0008 7T » &
F #9175,500,00078 T HER — FREIE -
#3166,400,000/8 ST RIZEA — FHEEE
SRITIE B AT #24.3%2 LB E B =5t
5 HERN757%BIUZ B ERFE o
EEZRITEETEUARY - Exk
BLYIE - ERAEER-_ZENEFE=
B=+-—BZRITEELE H
243%HEERTIU AN R SIME » 8.7%4E 84
BLETTHME » 67.0%% &k B LU T 51
B REBZEELB/THEFAE -
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MANAGEMENT DISCUSSION AND ANALYSIS

EEERR S

At 31 March 2008, the Group's bank borrowings
were secured by (i) certain plant and machinery
of the Group; (ii) certain prepaid land lease
payments and buildings of the Group; (iii)
corporate guarantees given by its subsidiaries;
and (iv) charges over the equity of its

subsidiaries.

CAPITAL STRUCTURE

During the six months ended 31 March 2008,
there were changes in capital structure and the
total number of issued share capital of the
March 2008 was
1,239,503,580 shares. On 26 November 2007,
the Company issued 6,000,000 units which

Company as at 31

represents 300,000,000 ordinary new shares at
a subscription price of Korean Won 5,600
(approximately HK$0.944 per share) per unit
under the Korea Depository Receipts
Programme (“KDR") on the Korea Exchange for
a total cash consideration of approximately
HK$283.2 million. On 23 January 2008, the
directors recommended a bonus issue of shares
(“Bonus Issue”) and approved in the Company'’s
AGM held on 18 March 2008.The Bonus Issue
has been made on the basis of 1 share, credited
as fully paid, for every 20 existing shares then
held.

RZBENF=ZR=+—-H XEEZ
RITEEUOAEEE TRE RS
(AEEETHESLBEERBEREZ
F(iEMBARRMZARER R
(V) ELH B A R RS EIR A -

BRAREE
BE-_ZZN\F=A=+—HLEREA
W ARBZBRARBHIREE - XQ
ARZEENE=A=+—RBZBET
B A4 851,239,503,58008 - R=ZFF
t&+—A=+xB > XQTAEBER
FEREFE 25 51 2 LA 42 RE 49 283,200,0005% T
2R ERERERBR S 176,000,000
B4 (BN300,000,0008% 1 B AR%) FE
REEARS600EE (WER.9448
)  cEEER-EENF-A=+=H
BERBTAR (BTARKR]D » LERE
RAIRZZEENF=ZA+NBAEIT2ZR
RBFRE LEHE - #TARKRSE
B0RIRECBTRHERRARYIE
BEZRODARE -
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MANAGEMENT DISCUSSION AND ANALYSIS

EEERR S

FOREIGN EXCHANGE EXPOSURE

Most assets, liabilities and transactions of the
Group are denominated in RMB, except
overseas sales which are denominated in USD
and HKD. In view of the currency peg between
HKD and USD and a relatively strong RMB at
HKD1.00 equal to RMBO0.90 (as at 31 March
2008) the fluctuations of foreign currencies did
not have a significant impact on the

performance of the Group.

The Group has entered into an interest rate
swap contract with Deutsche Bank to hedge
significant future transactions and cash flows.
At the balance sheet date, the total notional
amount of outstanding interest rate swap
contract to the Group is USD80.0 million.These
arrangements are designed to address
exposures of change in future interest rate.The
fair value of the interest rate swap contract is
immaterial at the balance sheet date. Before
entering into the contract,the management has
studied the structured product well and has
sought professional advice. The management
considered the financial risks arising from the
structured product would be under proper
control and would not create substantial

adverse effect on the Group’s financial position.

Huafeng Group Holdings Limited
ELEEERERAF

b EE J= B3
TEBABHEE - BERXZHEUA
R¥HE  HEEMEERUETIRBT
DIE - ERBTEETHN  MARY
EERSERA1.008 TR AR0.907T
R=ZZEENF=ZA=1+—8) ' IR
BHAEECRANBEALE o

AEBEBECT I —EEREHE
B LEHPABEARRRGREESHE ©
REER » AEBECEAEZHMKREBE
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ZERHRERARRZEEEE
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MANAGEMENT DISCUSSION AND ANALYSIS
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CAPITAL EXPENDITURES AND
MATERIAL ACQUISITION

During six months end, the total capital
expenditure of the Group for the expansion of
various plants and erection of new buildings

was approximately HK$50.6 million.

CHARGES ON ASSETS

The Group’s bank borrowings are secured by
prepaid land lease payments, buildings and
plant and machinery of certain subsidiaries of
the Group with a total carrying value of
approximately HK$146.7 million at 31 March
2008 (30 September 2007: HK$150.5 million),
corporate guarantees given by subsidiaries of
the Company and charges over the equity of

the subsidiaries of the Company.

CONTINGENT LIABILITIES

The Group did not have any significant
contingent liabilities as at 31 March 2008 (30
September 2007: HKS$Nil).

BEFRXREXKE

REEZAER  AEBEZERFMZE
849 550,600,0008 7T * BEEZEHE
MEREEHIETF -

EEHRMH
AEBURATE THBARRZZEEN
F=HA=+—H#ZKRHEEZ146,700,00058

JT(EEZEEEAA=TH : 150,500,000
) AL EERIE - BFERBEEMN
Heg - RAFMBARREZARERK
RATZMBL AR BERITEERM
R o

HAREE
RNZZBENEFE=ZA=+—0 XEEL
BEAAEARREE CEELFENA=
tH:Z#&R) -
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MANAGEMENT DISCUSSION AND ANALYSIS
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MATERIAL ACQUISITION OR
DISPOSAL OF SUBSIDIARIES AND
ASSOCIATED COMPANIES

The Group did not have material acquisition or
disposal of subsidiaries and associated

companies during the Period.

EMPLOYMENT INFORMATION

At 31 March 2008, the Group had a total of 2,312
(2007:2,200) employees in Hong Kong, Macau
and the PRC.The Group'’s emoluments policies
are based on the performance of individual
employees and on the basis of the salary trends
in various regions, and are reviewed

periodically.

For the period ended 31 March 2008, the total
staff costs (including directors’ emoluments)
amounted to approximately HK$25.6 million
(2007: HK$27.0 million).

The Company maintains a share option scheme
for the purpose of providing incentives and
rewards to the eligible participants for their
contributions to the Group and no share option

has been exercised during the Period.

Huafeng Group Holdings Limited
ELEEERERAF

MEBASIRBEASEX
WESs &

BE AEETENBEIRDREEQAT
BEARBREE -

EE&EH

RZZBEENE=A=+—8  AEER
&8 BRFARFEHBE2312E (22T
T F 1 2,2008) B8 - NEEIREER
BECRERERABE 2 HMBRE
IR o WEEHRE o

BE-_ZZ/\E=ZA=+—-HLHH -
EIREKELE (BEESEW2)H0AH
25,600,0007& 7T (ZZZF 4 : 27,000,000
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DISCLOSURE OF ADDITIONAL INFORMATION

Bit 0 25 45} 4% 55

CHANGE OF COMPANY NAME

The change of the Company name from
“Huafeng Textile International Group Limited
EZLHBEKREBAERRAF" to “Huafeng
LEEZERBERD
7]” was approved by the shareholders at the
AGM of the Company held on 18 March 2008.

Group Holdings Limited 2

INTERIM DIVIDEND

The Board has resolved to pay an interim dividend
of HKO.5 cent per share for the six months ended
31 March 2008 (2007: HK2 cents). The total
dividend will be approximately HK$6,198,000
(2007: HK$17,610,000). The dividend will be
payable on or around 18 August 2008 (Monday)
to shareholders whose names appear on the
Register of Members on 28 July 2008 (Monday).

CLOSURE OF REGISTER OF
MEMBERS

The register of members of the Company will
be closed from 23 July 2008 (Wednesday) to 28
July 2008 (Monday) (both days inclusive),
during which period no transfer of shares will
be registered.In order to qualify for the interim
dividend, all transfers accompanied by the
relevant share certificates, must be lodged with
the Company’s Registrar, Union Registrars
Limited, at Rooms 1901-02, Fook Lee
Commercial Centre, Town Place, 33 Lockhart
Road, Wanchai, Hong Kong no later than 4:00
p.m.on 22 July 2008 (Tuesday).

EYNATZRE
REZEZENFZA+NEETZRRE
FREL REBBEAAREHEA
[Huafeng Textile International Group
Limited 4 HBEKREBERAFIE
2% & [Huafeng Group Holdings Limited
FEEEEERBRAA]

o Bz B

EEEEERNNBE_ZENF=ZA=
T—HIEANERA ZHHRE RSB
(CE2LF 281 - REBELNR

6,198,000/ 7T (ZZZF % : 17,610,000/
) c BEBRZZEENFENA+N\H
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DIRECTORS’ AND CHIEF
EXECUTIVES’ INTERESTS AND
SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND
DEBENTURES

As at 31 March 2008, the interests and short
positions of the directors and chief executives
of the Company or their respective associates
in the shares, underlying shares and debentures
of the Company or any of its associated
corporations (within the meaning of Part XV of
the Securities and Future Ordinance (Cap.571,
Laws of Hong Kong) (the “SFO”)) which are
required to be notified to the Company and The
Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to Divisions 7 and
8 of Part XV of the SFO (including interests or
short positions which they were taken or
deemed to have under such provisions of the
SFO), or as recorded in the register required to
be maintained by the Company pursuant to
Section 352 of the SFO, or as otherwise notified
to the Company or the Stock Exchange
pursuant to the Model Code for Securities
Transaction by Directors of Listed Companies
(the “Model Code”) in the Listing Rules were as
follows:

Long positions
Ordinary Shares of HK$0.01 each of the Company

EFRITHAHNKRSG - HEKR
BRESZEBRKE

RZZBBENF=ZF=1+—H ' KXRQFA=E
ERTHARSFESESE2BHBARK
ATREE MR EE (& BEBEM
ENERERHPEKRA (FERBEK
1) EXVER) 2 B fD - HERORES
FEERIER SR ERAEXVIET
NP HMEMERDNAREBHAR ST
BRLT (BT 2 ERER KA (B
BEXLERHERHIZSREIFESHE
ERRIEEBE ZEEHRA)  HAQ T
BMRIEE S5 R E R AIE35216BTF
BE2EBRM SMRELTHRYLETAF
EERTHRERS 2EETH ([EESF
Bl ) BREAD AR T2 SRR
AW :

wa
KR EEREE.01BTZEBRK

Approximate

percentage

Type of Number of of shareholding

Name of director Capacity interest shares held in the Company

REAFZ

Exzl o fit L ER BFAERHEE masRES L

Mr. Cai Zhenrong Beneficial owner Personal 451,122,000 36.40%
BREEE ERBEEA EPN

Mr. Cai Yangbo Beneficial owner Personal 1,050,000 0.08%
BEREE ERBEA BA

Huafeng Group Holdings Limited
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Save as disclosed above, as at 31 March 2008,
none of the directors and chief executives of the
Company or their respective associates had any
interest or short positions in the shares,
underlying shares or debentures of the
Company or any of its associated corporations
(within the meaning of Part XV of the SFO)
which are required to be notified to the
Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which
they were taken or deemed to have under such
provisions of the SFO), or as recorded in the
register required to be maintained pursuant to
Section 352 of the SFO, or as otherwise to be
notified to the Company or the Stock Exchange
pursuant to the Model Code in the Listing Rules.

SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT
POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 31 March 2008, to the best knowledge of
the directors of the Company, the following
person (other than a director and chief
executives of the Company) who had interests
or short positions in the shares and underlying
shares of the Company which would fall to be
disclosed to the Company under the provision
of Divisions 2 and 3 of Part XV of the SFO, or
which were recorded in the register required to
be kept by the Company pursuant to Section
336 of the SFO:

BREXPIIRESN REBENFZR=
tT—H  ARBDEZRTHAZIRSE
FEBEZBBABER AR QB HE(E
EE (ERRE SR BERPIEXVER)
2R - HEROREFFEEREE
F R ERPIEXVEIEIRSD MBAME
RATRRBR e Em xR (BERE
HERPERIZFHELBEEREER
BIEEE 2EEHAR) © HREMRE
BERPBEROIEIUREFEZER
i kB L RAURETFRIANER
DA EERLAE

FERFNRG R G 2
RiRg

RZZEZENF=ZA=+—H BAXRAH
EERA > UT AL (RRBESRIT
BUBHERIN RA A BB RARRER 5 %
BARBESRBEROIEXVERFE 2R3
DEMEL AR RWE - REERAD
ARBESRPERGIEBMFAEFTE
Bz ERR AR
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Long positions

Ordinary Shares of HK$0.01 each of the Company

i
KR EEREE.01BTZEBRK

mp

Approximate

percentage

Number of of shareholding

Name of shareholder Capacity shares held in the Company

REATZ

REREE Hb fir RAERHHE B RES

Ms. Su Liyuan Interest of spouse 451,122,000 36.40%
BEExL BB
(Note)
(P4 5E)

Note: These 451,122,000 shares are held and
beneficially owned by Mr. Cai Zhenrong, an
executive director of the Company. Under the
SFO, Ms. Su Liyuan, the wife of Mr. Cai
Zhenrong, is deemed to be interested in these
451,122,000 shares.

Save as disclosed above, as at 31 March 2008,
no person, other than the directors and chief
executives of the Company whose interests are
set out in the section “Directors’ and chief
executives’ interests and short positions in
shares, underlying shares and debentures”
above, had any interest or short positions in the
shares or underlying shares of the Company
which are required to be notified to the
Company and the Stock Exchange under the
provisions of Divisions 2 and 3 of Part XV of the
SFO, or which were recorded in the register
required to be kept by the Company pursuant
to Section 336 of the SFO.

Huafeng Group Holdings Limited
ELEEERERAF

F 11625451,122,0008 R 19 A2 BT
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DIRECTOR’S RIGHTS TO
ACQUIRE SHARES OR
DEBENTURES

Save as disclosed under the headings“Directors’
and chief executives’ interests and short
positions in shares, underlying shares and
debentures”and “Share option schemes’ at no
time during the Period was the Company, its
subsidiaries or any of its associated
corporations (within the meaning of Part XV of
the SFO) a party to any arrangements to enable
the directors of the Company or their associates
(as defined in the Listing Rules) to acquire
benefits by means of acquisition of shares in,
or debentures of, the Company or any other
body corporate.

SHARE OPTION SCHEME

The following table discloses details of the
Company’s share options held by the directors

EERERG N BHEEZET

BRIESRITHARNRKRS - HERD
RiEHcEER AR INRBRETE
Friggasn HHFﬁZIK 8 HBARR
EEH*H Bl (ER RESRBEREM

BEXVER) MBI SRR HE - AR
RAESHEBEA (ERR EHARA T
FEBRWBARD A REMEMEAEEZ
B 40 =5 18 1 R T B A 5

RERR#ERT 8

T%?&iﬂ&ﬁlx%%&ﬁémfﬁﬁ
ARZEE-FNAZTHERAZER

and employees of the Group pursuant to the fEFEZ AR B EREFE - UAREHH
Company’s share option scheme adoptedon30  FriFBRE &5 -
August 2002 and movements in such holdings
during the Period.
Number of share option
BRENE
Name or Outstanding Granted Lapsed Exercise  Outstanding
categoryof  Date of Exercise Exercise asat  duringthe  duringthe  during the asat
participant  grant period price 1.10.2007 Period Period Period 31.3.2008
Qi 2 RZFENE
saERE +A-H L] Il REE =R=t+-8
i) RHas TRy TE  HRTRE R X% e H&fE
HKS
BET
Directors - - - - - - - -
£
Employees 23.3.2007 23.3.2007- 049714 92,400,000 — — - 92,400,000
& 2232010
92,400,000 - - - 92,400,000
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During the Period, no share options were
granted or exercised under the Company’s

share option scheme.

PURCHASE, SALE OR
REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the

Company’s listed securities during the Period.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Code of Conduct
regarding securities transactions by directors as
set out in Appendix 10 of the Listing Rules
during the Period and all directors have
complied with required standard of dealings set

out therein.

CORPORATE GOVERNANCE

In the opinion of the directors, the Company has
complied with the Code on Corporate
Governance Practices (the “CG Code”) as set out
in Appendix 14 of the Listing Rules during the
six months ended 31 March 2008 except for the

following deviations:

Huafeng Group Holdings Limited
ELEEERERAF
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Code A.2.1
Under the code provision A.2.1 of the CG Code,

the roles of chairman and chief executive officer
should be separate and should not be
performed by the same individual. The
Company does not at present have any officer
with the title of “chief executive officer” but the
Chairman of the Board, Mr. Cai Zhenrong,
provides overall leadership for the Board and
takes the lead to ensure the Board acts in the
best interest of the Group. The daily
management of the Group’s business is shared
among the executive directors of the Company.
The Group will endeavour to ensure that there
is a clear division of these responsibilities at the
Board level to maintain a balance of power and

authority.

Code A.4.1

Under the code provision A.4.1 of the CG Code,
non-executive directors should be appointed
for a specific term, subject to re-election.The
currentindependent non-executive directors of
the Company, namely Ms. Choy So Yuk, Mr.
Lawrence Gonzaga and Mr.Wong Siu Hong are
not appointed for specific terms, but are subject
to retirement by rotation and re-election at the
annual general meeting of the Company in
accordance with the Company'’s articles of

association.

FEA2 158
RIBEEERTREA21MEZFAE
X EIEETHARCZACEAEES
IR — ABRERME - RAFRER
BEMAEEEMTHAR] B> M=
EEFEEREAEHEEIREER
BE S WHERREZENBULRER
BAMEAL - XABHITESEMED
EREFER - BEEEIE  AEEH
BHOEREEN D HUENESTESP
ZET UNEFEITE -

BEA4ESTE
RIBLEERTRIEAL R Z TR
X FHTESEEEEMEH  LAT
BEEEMF - AQRBERZELEYITE
EEEF L - Lawrence Gonzagaft &
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REFAELRESRREREME-
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AUDIT COMMITTEE

The Company has established an Audit
Committee in accordance with the
requirements of the CG Code for the purposes
of reviewing and providing supervision over
the Group’s financial reporting process and
internal controls. The Audit Committee
comprises three independent non-executive
directors of the Company. The interim results
for the period are unaudited, but have been
reviewed and approved by the Audit
Committee, and reviewed by RSM Nelson
Wheeler, the auditor of the Company. During
the Period, a regular meeting of the Audit

Committee has been held.
On behalf of the Board
Cai Zhenrong

Chairman

Hong Kong, 24 June 2008

Huafeng Group Holdings Limited
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