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INTERIM RESULTS

PEIXE

The board of directors of Lee & Man Paper Manufacturing 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 30 September

2005 together with the comparative figures as follows:

CONDENSED CONSOLIDATED INCOME STATEMENT
For the six months ended 30 September 2005

BXEABRAR (KRR EFEMAR
o ARBIREMBAR ([AEE&EE—
ZERFAA=THIERERAREERLRA
RARE BEREBBFOD :

HHGEREER

E_ETRFNA=1HILNEA

2005 2004
—Z2ERF —EETMEF
(unaudited) (unaudited)
(REHFZR) (REEZ)
Notes HK$'000 HK$'000
B 5T T & T FETT
Turnover R 2 1,869,320 1,257,701
Cost of sales 55 A (1,489,600) (988,001)
Gross profit EH 379,720 269,700
Other operating income Hfib g8 & W A 43,136 3,114
Distribution costs 7 38 A AR (29,153) (21,961)
Administrative expenses THER (60,877) (49,699)
Profit from operations & B F 3 332,826 201,154
Interest on bank borrowings ARAFRNEBHEN
wholly repayable within MIRITEEN TR
five years (19,321) (4,036)
Profit before taxation R F5% BT & F 313,505 197,118
Taxation B8 4 (4,155) (2,830)
Profit for the period B & R 309,350 194,288
Interim Dividend FHER B — —
Earnings per share TR & F 5
— Basic — &K 32.11 cents il 20.31 cents il
— Diluted — #E 31.99 cents fili  20.22 cents 1l

OHR 3R & 2005/06



CONDENSED CONSOLIDATED BALANCE SHEET

At 30 September 2005

=

HHGEEEERER
R-FFERFANA=1H

30 September 31 March
2005 2005
—STEE _TTEF
hB=+H =ZA=+-—H
(unaudited) (audited)
(REER) (EZ)
Notes HK$'000 HK$'000
B 5 FTET FAET
NON-CURRENT ASSETS FRBEE
Property, plant and equipment  #1% - E & &R #E 6 2,754,596 2,497,776
Land use rights + b5 A 87,196 86,517
Deposits paid on acquisition BEWE BER
of property, plant and BB
equipment 554,577 148,174
Deferred tax assets BRIETIRE E 10,033 8,860
3,406,402 2,741,327
CURRENT ASSETS REBEE
Inventories = 7 512,378 548,364
Trade and bills receivable FEWEBR R R B 8 651,060 504,649
Notes receivable e E & — 26,643
Deposits, prepayments and Ze  BENFRER
other receivables E th JE U FRIB 174,138 207,731
Retirement benefit assets RINEFEE 1,320 1,320
Amount due from a JEW B BEE R BIFRIA
related company 6,516 612
Taxation recoverable A Y Bl IR — 92
Pledged bank deposits #R17 15 51K IR — 1,055
Bank balances and cash WITEHR LIRS 80,591 81,600
1,426,003 1,372,066
CURRENT LIABILITIES REEE
Trade and bills payable EREREERE 9 112,361 97,762
Accruals and other payables FEET B R & E b B 3KIB 150,648 192,253
Taxation payable FESBE IR 12,753 12,730
Unsecured bank borrowings WmIEFIRITEE
— due within one year — —FAEE 1,239,693 618,474
1,515,455 921,219
NET CURRENT (LIABILITIES) R (BE EEFE
ASSETS (89,452) 450,847
TOTAL ASSETS LESS EERERRBEE
CURRENT LIABILITIES 3,316,950 3,192,174

Lee & Man Paper Manufacturing Limited
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INTERIM RESULTS

PEIXE

30 September 31 March
2005 2005
—EERF —EETRF
A=+ =ZA=+—8
(unaudited) (audited)
(REEZR) (#E%)
Notes HK$'000 HK$'000
B 5 FET FAET

NON-CURRENT LIABILITY FERBEME

Unsecured bank borrowings mIKIRIRITEE

— due after one year — —F &R H 117,812 150,713
3,199,138 3,041,461

CAPITAL AND RESERVES AR EE
Share capital & 7 10 96,338 96,338
Reserves i E 3,102,800 2,945,123
3,199,138 3,041,461

OHR 3R & 2005/06




INTERIM RESULTS G E X
CONDENSED CONSOLIDATED CASH FLOW STATEMENT HHSERERER

For the six months ended 30 September 2005

BEx —_FERFNA=1HINEA

2005 2004
—EBAEF —_ETNF
(unaudited) (unaudited)
(REER) (RE&EZ)
HK$'000 HK$'000
FTER FAET
Net cash generated from KEEBFFHR ST
operating activities 220,047 70,040
Net cash used in investing WEEEFTAR e FE
activities (635,965) (464,683)
Net cash generated from MEESMERE FHE
financing activities 414,909 104,518
Net decrease in cash and Re&ReFEWRLDFHE
cash equivalents (1,009) (290,125)
Cash and cash equivalents Re kB EFEWAR
brought forward 81,600 351,718
Cash and cash equivalents RebReEENEES
carried forward represented RIBTEBRES
by bank balances and cash 80,591 61,593

Lee & Man Paper Manufacturing Limited
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN

EQUITY

For the six months ended 30 September 2005

GE SR 33 3 B

2T EE

BENA=FHIENEAH

Share Share  Translation Special Accumulated
Capital premium reserve reserve profit Total
&N R 6% 8 ERFEE 5B R REER M
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
(RRER) (REER) (REFER) REER) (REER) (REER)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET TER FTERT FTERT TER FET
At 1 April 2005 —EERFHA—H 96,338 1,846,628 19,463 (2,999) 1,082,031 3,041,461
Exchange difference REGINER
arising from translation B #5 3R & FrE 4
of financial statements BEN =5
of overseas operations — — 21,736 — — 21,736
Profit for the period HA R & F — — - — 309,350 309,350
Dividend paid SENEg-\ — — — — (173,409) (173,409)
At 30 September 2005 —EERFAA=1TH 96,338 1,846,628 41,199 (2,999) 1,217,972 3,199,138
At 1 April 2004 —ZETNFMNA—H 84,053 1,042,438 19,463 (2,999) 760,443 1,903,398
Issue of shares BATRAD 12,102 801,923 — — — 814,025
Exchange difference BREGINET
arising from translation — B ISsREFATEE
of financial statements MERZ%
of overseas operations — — 747 — — 747
Profit for the period HRNAF — — — — 194,288 194,288
Dividend paid X E — — — — (96,155) (96,155)
At 30 September 2004 ZETNFAA=TH 96,155 1,844,361 20,210 (2,999) 858,576 2,816,303

I
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
For the six months ended 30 September 2005

BASIS OF PREPARATION AND PRINCIPAL ACCOUNTING
POLICIES

The condensed consolidated interim financial statements
have been prepared in accordance with the applicable
disclosure requirements set out in 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.

The accounting policies used in the preparation of the
condensed consolidated interim financial statements are
consistent with those used in the annual financial statements
for the year ended 31 March 2005 except that the Group
has changed certain of its accounting policies following its
adoption of the new/revised Hong Kong Financial Reporting
Standards and Hong Kong Accounting Standards (“new
HKFRSs”) which are effective for accounting periods
commencing on or after 1 January 2005.

In 2005, the Group adopted the new/revised HKFRS below,
which are relevant to its operations. The 2004 comparatives
have been amended as required, in accordance with the
relevant requirements.

HKAS1 Presentation of Financial Statements

HKAS2 Inventories

HKAS7 Cash Flow Statements

HKAS8 Accounting Policies, changes in Accounting
Estimates and Errors

HKAS16  Property, Plant and Equipment

HKAS17  Leases

HKAS21  The effects of Changes in Foreign Exchange Rates

HKAS24  Related Party Disclosures

HKAS33  Earnings per share

HKAS36  Impairment of Assets

HKFRS2 Share-based Payment

The adoption of these new HKFRSs did not have a material
effect on how the results of operations and financial position
of the Group are prepared and presented.

£$

I,

5 BF B 35 ¥R 3R B &
BE_FFLFAA=THINEA

REEERTBREEE

LR RAER A R B R TR R BB
BXZMBERARES EHRA (LT
MADMSI6MB 2 BERARERE R
BRI AGEM I BERGERE
34 (R B RE I MRS

B 7N 5 B D BR AT I8 S B RT 2 BB B
BmEEMRBB G ER (HEEY
BHELA)REREETEAEHE
S - o BLES B AR A R BB 15 ¥R R P B
MEARE BHE_ZTRAF=A=
TRALFEE2FMBRRMEABE —
B ZEMBEAVBREEANR_FF
hE—-A—HSURABZETHRE
R e

R-ZTHF  AEECKRAATERE
EBBRIH /KB BBUBREE
Al —EEMFEZHRAFEREEH
REEATER TLUBE -

BB EAE R MHRRZ 2T

BB EAE 2R 3

BRAEGHERETH RERER

BB G EAFSHR SRR - GatfhE
ZEBNER

BEGHENE IR WE - BERR

EEEGRAE IR HE

FRQHENENE  EERDIVE
ERUHENEUE  BEALZEE

BREGHRAENR  HREF
BEEERE36E  AEARE
BEMBREENE2R URNDAERZAK

RMZSHEAVBRELN 2 ERY
BN 25 EE 2 KL RE RN
ZARALREERTE -

Lee & Man Paper Manufacturing Limited
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INTERIM RESULTS

2.  SEGMENTS INFORMATION 2. oHER
Business segments ¥ % 5 &b
Turnover
BER

Six months ended
30 September
BEEhA=1THLXEA

Contribution to profit
from operations
& B R & R
Six months ended
30 September
BEAA=THLEAREAR

2005 2004 2005 2004
—2E2RFE _—_TTNF ZTTEF _—TTMF
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
Manufacture and sales EERBERR
of paper 1,651,333 1,257,701 315,397 200,968
Manufacture and sales EEREEMRSE
of pulp 217,987 — 17,018 —
1,869,320 1,257,701 332,415 200,968
Interest Income FEWA 411 186
Interest on bank borrowings AR T F AR
wholly repayable within BERITEE
five years SRS (19,321) (4,036)
Profit before taxation Br AT & F 313,505 197,118
Taxation 18 (4,155) (2,830)
Profit attributable to BR R RE (G &
shareholder 309,350 194,288

OHR 3R & 2005/06




INTERIM RESULTS G E X
SEGMENTS INFORMATION (Continued) 2. oEER (E)

Geographical segments

The following table provides an analysis of the Group's sales

by geographical market, irrespective of the origin of the

goods:

b 35 5 &P
TRERWEMIZE D ANEEFEND
- BRI EEEE mAFR

Sales revenue by

geographical market

Contribution to profit

RitEWH from operations
EoMEERA & BFE R

Six months ended
30 September
BEhA=1THLAEA

Six months ended
30 September
BZEAA=1THLAEAR

2005 2004 2005 2004
—EERF —TENHE —ETHFE —TTNWF
HK$'000 HK$'000 HK$'000 HK$'000
FER FET FTER FET
People’s Republic of China HEARLME -
other than Hong Kong BAERSI
(the "PRC") (el 978,676 586,163 186,923 93,663
Export sales delivered H AR ER
in the PRC (Note) A EE (FFeE) 672,657 613,040 128,474 97,958
Others HAl 217,987 58,498 17,018 9,347
1,869,320 1,257,701 332,415 200,968
Interest Income FEWA 411 186
Interest on bank borrowings AR T F AR
wholly repayable within BREBITEE
five years Rl (19,321) (4,036)
Profit before taxation B 1 A &2 A 313,505 197,118
Taxation 18 (4,155) (2,830)
Profit attributable to B R RE (G &
shareholder 309,350 194,288

Note: These are sales to PRC customers who ultimately export the goods

outside the PRC.

et HEEREEREEEREORND
REEP -

Lee & Man Paper Manufacturing Limited
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3.

=z

il

PROFIT FROM OPERATIONS

3. KEEBER

Six months ended

30 September
BEAA=+HLEAMER

2005 2004
—EERRF —EENEF
HK$'000 HK$'000
THERT FHETT
Profit from operations has been BERBNEHR T H&IE -
arrived at after charging:
Directors’ emoluments Ex Y kA 1,914 1,140
Other staff costs Hh8 TRA 96,806 26,490
Retirement benefits scheme RKAR AT 85
contributions 1,174 518
Total staff costs B TAERE 99,894 28,148
Depreciation and amortization T E I 8 47,908 35,634
Exchange gain HMIE H) 78 33,092 1,832
Loss on write-off of property, W - BE NG
plant and equipment FrE £ M &8 — 7,312
Operating lease rentals in THEEFHLEHERS
respect of land and buildings 6,345 522

TAXATION

4, %HiE

Six months ended

30 September
BEhRA=+RHLAKEA

2005 2004
—ZERF —EETNF
HK$'000 HK$'000
FET FET

The charge comprises: WA HEBRE
PRC Foreign Enterprise Income Tax REINE D EMER 5,328 2,830
Deferred taxation IEE R IA (1,173) —
4,155 2,830

Kk 5 2005/06




TAXATION (Continued)

The Group's profit is subject to taxation from the place of its
operations where its profit is generated. Taxation is
calculated at the rates prevailing in the relevant jurisdictions
as set out below.

The subsidiaries in the PRC are entitled to exemption from
PRC Foreign Enterprise Income Tax for the two years starting
from its first profit-making year, followed by a 50% relief for
the three years thereafter. The taxation charge represents
the PRC Foreign Enterprise Income Tax after taking into
account the relevant tax incentives.

The subsidiary in Malaysia carries on offshore trading
activities in Labuan, Malaysia, in a currency other than the
Malaysian currency with other group companies which are
non-residents of Malaysia. The tax rate for offshore trading
companies in Labuan is charged at a fixed annual rate of
Malaysian RM20,000.

Under Decree-Law No. 58/99/M, a Macau company
incorporated under the Law (called “58/99/M Company”) is
exempted from Macau complementary tax (Macau income
tax) as long as the 58/99/M Company does not sell its
products to a Macau resident company.

In the opinion of the directors, the Group is not subject to
taxation in any other jurisdictions in which the Group
operates.

The deferred taxation credit represents deferred tax asset
resulted from tax losses of a subsidiary in the United States
of America recognized during the period.

£$

~ .

BIE ()
£ 8 2 R TR IS KRB AE R R B
TR - BIERER S EE 2 B
BEFEMT -

NRPEONERRREEENFE
B RHTENIEERMASEHMRE - H
B=F+%  PEIFEEMSHRX
o BEFREBEHEESR -

SRR BARRERARNA
7 ABRADEUINER  BEH
NEMIEFRATRAAETHFEIE
%o NMENBERE SRR ESFRM
20,0005 W H) ERERI K o

RIBEES8/99/MIEES » IBEZES
= it Bk 37§90 P &) (18 /& [ 58/99/MA
A H AR BRMEITH CRPIFF
i) - BIR 2 58/99/MA A A 15 A1 )8 P9
RERBHEEER °

EERR AREEAFEE TN
EH A RDAE R B RMIBA -

B RIE RN B E AR KA
BRONREABEMELECEEREE
E o

Lee & Man Paper Manufacturing Limited
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5.

=z

EARNINGS PER SHARE

The calculation of basic and diluted earnings per share is

based on the following data:

BREF
BREARNREERFTIA TSR BE
Six months ended
30 September
BZEZhALA=1+HILEA<AEA

2005 2004
—ZEERF —ETNF
HK$'000 HK$'000
FET FHET
Earnings for the purposes of basic AUt EGRER LS
and diluted earnings per share RNkl 309,350 194,288
Number of Number of
shares shares
[ g %17 & B
Weighted average number of share ~ UG EERE KRB FK
for the purpose of basic earnings naEF AR &
per share 963,384,000 956,612,765
Potential dilutive effect arising BEBREFMEENBLE S
from share options Ta 3,668,607 4,374,933
Weighted average number of share ~ UG EEREERFK
for the purpose of diluted earnings naEF AR &
per share 967,052,607 960,987,698
ADDITIONS TO PROPERTY, PLANT AND EQUIPMENT 6. FEYX-  BERRERHE

During the period, the Group spent HK$275 million (six
months ended 30 September 2004: HK$578 million) on
property, plant and equipment to expand its operations.

B 3 % 2005/06

BN AEBEAEWE - BE KRB
LHE&E27- 888 (BHEZZEZENF
NA=+HBIEAMEAR : 5788 8 &
TT) C AR ER ©
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INTERIM RESULTS PHERES
7. INVENTORIES 7. ®HE
30 September 31 March
2005 2005
—ETRE —ETRHF
AB=+H =ZRA=+—H
HK$'000 HK$'000
FE T FET
At Cost: DN
Raw materials R 465,955 458,376
Finished goods X on 46,423 89,988
512,378 548,364

8. TRADE AND BILLS RECEIVABLE

The credit terms granted by the Group to its customers

normally range from 45 to 60 days.

8. REBURMRKRERE

AEEGTEPMEERN —KA45AH

Z60RTE o

An aging analysis of the trade and bills receivable is as ERERRRBENERERSTOT
follows:
30 September 31 March
2005 2005
—BBAF —EThE
hB=+R =ZA=+—H
HK$°000 HK$'000
THET FAT
Aged: BREL -
Less than 30 days LR 30H 539,813 371,272
31 — 60 days 31H — 60H 71,122 97,406
61 — 90 days 61H — 90H 32,044 25,796
Over 90 days 90H K k 8,081 10,175
651,060 504,649

Lee & Man Paper Manufacturing Limited
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9. TRADE AND BILLS PAYABLE 9. ENERIRERE
An aging analysis of the trade and bills receivable is as BNEARRENRRSNOT
follows:
30 September 31 March
2005 2005
—EERF —ZETRF
hBA=+H =ZA=+—8
HK$'000 HK$'000
F & T FET
Aged: AR Be
Less than 30 days L r30H 80,298 83,800
31 - 60 days 31H — 60H 11,032 5,423
61 — 90 days 61H — 90H 10,647 3,982
Over 90 days 90H K k 10,384 4,557
112,361 97,762
10. SHARE CAPITAL 10.
Number of
ordinary shares Amount
ZTEBREE g
HK$'000
FET
Authorised: JETE ¢
Ordinary shares of HK$0.10 each FRREEO.10/ T | Ak
On date of incorporation A B 8 3,800,000 380
Increase in authorised share capital A TE IR AR 18 A0 1,996,200,000 199,620
At 31 March 2005 and —EERF=RA=+—H
30 September 2005 RZEETERFNA="H 2,000,000,000 200,000

OHR 3R & 2005/06
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10.

11.
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SHARE CAPITAL (Continued)

10. BRAR (&)

Number of
ordinary shares Amount
ZER#AR -}
HK$'000
FET
Issued and fully paid: EETRER
At 1 April 2004 —ZEETNFMA—H 840,530,000 84,053
Issue of new shares BT 120,000,000 12,000
Exercise of share options 17 {5 B A% 4 2,854,000 285
At 31 March 2005 and —ETRFE=A=+—H
30 September 2005 —TERFAA=TH 963,384,000 96,338
COMMITMENTS 1. &L
30 September 31 March
2005 2005
—EERRF —EEREF
hA=+R =A=+-—H
HK$'000 HK$'000
THET FAT
Capital expenditure contracted for WEME  BERERED
but not provided in the financial EETRERN I BIRE
statements in respect of acquisition BENERARAX
of property, plant and equipment 514,304 655,919

17
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12. OPERATING LEASE COMMITMENTS
The Group had commitments for future minimum lease
payments under non-cancellable operating leases in respect
of land and buildings, which fall due as follows:

12. RREFRNEIE

AEERBETAHEN L MEFE

‘=

HORBREMOZEHESHOT

30 September 31 March

2005 2005

—EBAEF —ETETRF

hBA=+8B =ZA=+—H

HK$'000 HK$'000

FTERT FHETT

Within one year —F R 2,280 5,889
In the second to fifth year inclusive FZFEFERFNA

(BRERERMF) 2,621 33

4,901 5,922

Operating lease payments represent rentals payable by the
Group for certain of its offices. Leases are negotiated for an
average term of one year with fixed rentals.

13. PLEDGE OF ASSETS
At the balance sheet date, banking facilities granted by
certain banks to the Group were secured by the assets of the
Group as follows:

EETSEARERE FHATEMAH
Mo AMFH—F  BRELTE -

13. EEEH

REER  RAEBEE TRITREMIR
THABYBEAKREN TIIEEFR

I

30 September 31 March

2005 2005

—EZTRF —ZEETNEF

hA=+H =R=+—H

HK$’000 HK$'000

TET TET

Bank deposits RITFER — 1,055

OHR 3R & 2005/06
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14. CONTINGENT LIABILITIES 14. HAERE

. 19
30 September 31 March
2005 2005
—EBAEF —ETETRF
hA=+B =ZA=+—H
HK$'000 HK$'000
FTERT FHETT
Bills discounted with recourse HEPENBEZER 12,872 240,050
15. RELATED PARTY TRANSACTIONS BEHEALTRS
The Group had the following significant transactions with BN NEESEFEEANTET IS
the related parties during the period as follows: BEARS

Interim Report 2005/06

Six months ended
30 September 2005
BZEZhLA=1+HILEASAEA

2005 2004

—ZEERF —ETNF

Notes HK$'000 HK$'000

B 5E F & T FET

Finished goods sold B & &K m (a) 51,591 43,583
Waste paper purchased BB ER (b) 4,137 3,778
Steam sold BEEEA (0) 780 780
Licence fee paid EfNFAEE (d) 434 431
Management fee paid BENERB (e) 28 366

Notes: B e -

(@)  The prices were based on the monthly quote given by the Group (@) BEREXNEESGAREFNE  HERET

provided that the quote was not higher than the prevailing
market price at the time of such quotation.

The prices were based on the monthly quote given by Lee & Man
Industrial Manufacturing Limited provided that the quote was not
higher than the prevailing market price at the time of such
quotation.

Lee & Man Industrial Manufacturing Limited paid to the Group a
monthly fee of HK$130,000 (which is approximately the cost of
coal incurred to produce stream in the past) for the supply of
stream by the Group.

SERREEFOME -

BREEXEXERARNEAMET
B ERETSINBMEEHNTE -

BYXEEBRARBAEERERAM
mARSEE S A #130,0008 T (K%
RAEEERTHORERK) -
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15.

16.

=z

il

RELATED PARTY TRANSACTIONS (Continued)
Notes: (Continued)

(d)

(e)

Lee & Man Paper Products Limited is an associate (as defined in
the Listing Rules) of Fortune Star. The licence fees were charged
in accordance with the relevant licence agreements.

Lee & Man Management is a subsidiary of Lee and Man Holding
Limited (“Lee & Man Holding”). Lee & Man Holding is beneficially
owned by Fortune Star which is an associate (as defined in the
Listing Rules) of Trustcorp, a substantial shareholder of the
Company. The management fee was charged at a fixed pre-
agreed rate per month for the use of the administrative and
secretarial services provided by Lee & Man Management and the
right to use its premises as registered office.

The directors have confirmed that the above transactions

were conducted in the normal course of the Group’s

business.

REVIEW OF INTERIM ACCOUNTS
The condensed interim financial statements are unaudited,

but have been reviewed by the Audit Committee.
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_ BUSINESSREVIEW AND QUTLOOK ¥ KREERREE

For the first six months of 2005/2006, the group achieved a
turnover of HK$1,869 million and has recorded a net profit of
HK$309 million. This represents an increase in turnover of 49%
and an increase in net profit of 59% over the same period last
year. The Group achieves this growth through hard work from all
our employees. In addition, our pulp mill is now running at full
capacity, succeeding in both lowering our existing paper
production costs and generating extra income on external sales.
Now, all six of our paper production lines (PM1 to PM6) and our
pulp mill, with an annual paper capacity of 1,200,000MT and an
annual pulp capacity of 200,000MT, are running at full capacity.

Later this year, we will be starting our seventh production line
(PM7) at Dongguan Hongmei. This production line has an annual
capacity of 400,000MT and is expected to make profitable
contributions for the years to come.

China is clearly becoming the most important manufacturing base
of the world. In particular, we feel optimistic about the growth of
the manufacturing activities in the Yangtze River Delta. To serve
this market, we will be starting our eighth production line (PM8)
at Changshu, with an annual capacity of 450,000 MT, before the
end of 2006. With this expansion, the Group’s annual paper
capacity will reach 2,000,000MT, and the Group will further
solidify its leadership position in the containerboard market.
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RESULTS OF OPERATION

Turnover and net profit attributable to shareholders for the six
months ended 30 September 2005 was HK$1,869 million and
HK$309 million respectively, representing an increase of 49% and
59%, as compared to HK$1,258 million and HK$194 million, for
the corresponding period last year. The earnings per share for the
period was HK32.11 cents as compared to HK20.31 cents for the
corresponding period last year.

The increase in turnover and net profit were mainly attributable to
the significant increase in the Group's sales of containerboard due
to the full period commercial operation of the paper machine VI in
September 2004.

DISTRIBUTION COSTS AND ADMINISTRATIVE EXPENSES

The Group’s distribution costs and administrative expenses
increased by approximately 33% and 22% from HK$22.0 million
and HK$49.7 million for the six months ended 30 September 2004
to HK$29.2 million and HK$60.9 million for the six months ended
30 September 2005 respectively as a result of the expansion in the
operation of the Group and the increase in the Group’s turnover
during this period.

INTEREST EXPENSES

The Group’s interest expenses increased by approximately 379%
from HK$4.0 million for the six months ended 30 September 2004
to HK$19.3 million for the six months ended 30 September 2005.
The increase was mainly due to the increase in average amount of
outstanding bank loans during the period.

INVENTORIES, DEBTORS’ AND CREDITORS’ TURNOVER

The inventory turnover of the Group’s raw materials and finished
products decreased from 85 days and 12 days, respectively, for the
year ended 31 March 2005 to 71 days and 5 days, respectively, for
the six months ended 30 September 2005. This exhibits continued
strong demand from our customers.

The Group’s debtors’ turnover days were 64 days for the six
months ended 30 September 2005 as compared to 66 days for the
year ended 31 March 2005. This is in line with the credit terms of
45 days to 60 days granted by the Group to its customers.

I

k % 2005/06

iy

Mq =5

am I 3 4

REEE
HE-_ZZRAFNA=THLEAREANE
BERBREEMLLAF DB A18.69EE T &
3.0918 7T - MEFH12.58E 8T X 1.94E
BT D RIEANA9% K 59% © ANFEH T
BFA32.118M - EFRIAE203181 -

EEBRANBE LT  TEREARAEH
B-_ZTTHFNARRRENSNRER
W S AREBREREERERME -

DTHEREARITHREHR
REBMDHEKARITREAS BEES
EENFAA=ZTHIEAEAN22068E8E
TRATEBBTEAZEE_ETRTFAN
A=+HIEXEAMN2.2EEHE TX60.9H
BB FiEA33%M22%  TTHERAEE
Rt HEETEBS AR ANEBNEET LA
FrEk -

FERBRX
AEENNEHAXABE_—_TTEHEFAA=
F+HIEAERANIOEEELEEHE_ZZ
AFNA=THILESNEANIIZIEE ST
EIRAR379% - MEFRX FAEFZANE
NARBEETHRITEFIEMATEL -

FE BURRKREMEREIEH
AEENREIEKXmOFEEES 88
E_ggﬂi—ﬂ—‘f‘—ﬁﬂzgrﬁ'BS?{&
KX D TR EEE_STRFNLA=T
AIEAREAM7IRESK c ALATR - A&
EEXPRERNEREERERD -

REEHE—_ZTZRFNA=THIEAREAR
HEKEREAE A R6AR  HEEBEE-ZZT
AFE=A=T—RHIFEA R66K - LiulfE
WEREAEHEAEERTEFN F45KE
60R T E M E EHMERF -




The Group’s creditors’ turnover days were 17 days for the six
months ended 30 September 2005 as compared to 16 days for the
year ended 31 March 2005.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE
The total shareholders’ fund of the Group as at 30 September
2005 was HK$3,199 million (31 March 2005: HK$3,041 million).
As at 30 September 2005, the Group had current assets of
HK$1,426 million (31 March 2005: HK$1,372 million) and current
liabilities of HK$1,515 million (31 March 2005: HK$921 million).
The current ratio was 0.94 as at 30 September 2005 as compared
to 1.49 at 31March 2005.

The Group generally finances its operations with internally
generated cashflow and credit facilities provided by its principal
bankers in Hong Kong and the PRC. As at 30 September 2005, the
Group had outstanding bank borrowings of HK$1,358 million (31
March 2005: HK$769 million). These bank loans were secured by
corporate guarantees provided by certain subsidiaries of the
Company. The Group’s net debt-to-equity ratio (total borrowings
net of cash and cash equivalents over shareholders’ equity)
increased from 0.23 as at 31 March 2005 to 0.40 as at 30
September 2005.

The Group’s liquidity position remains strong and the Group
possesses sufficient cash and available banking facilities to meet
its commitments, working capital requirements and future

investments for expansion.

The Group's transactions and the monetary assets are principally
denominated in Renminbi, Hong Kong dollars or United States
dollars. The Group has not experienced any material difficulties or
effects on its operations or liquidity as a result of fluctuations in
currency exchange rates during the six months ended 30
September 2005.
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EMPLOYEES

As at 30 September 2005, the Group had a workforce of more
than 2,900 employees. Salaries of employees are maintained at a
competitive level and are reviewed annually, with close reference
to the relevant labour market and economic situation. The Group
also provides internal training to staff and provides bonuses based
upon staff performance and profits of the Company.

The Group has not experienced any significant problems with its
employees or disruption to its operations due to labour disputes
nor has it experienced any difficulty in the recruitment and
retention of experienced staff. The Group maintains a good
relationship with its employees.

The Group has a Pre-IPO Share Option Scheme whereby
employees of the Group are granted options to acquire shares in
the Company.
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OTHER INFORMATION

PRE-IPO SHARE OPTION SCHEME

At 30 September 2005, the particulars of the options held by each
of the directors of the Company, the other employees of the
Company in aggregate and other participants and which were
granted on 11 September 2003 under the Pre-IPO Share Option
Scheme of the Company at the offer price of HK$4.17 were as

BR A ERA B RESE

RZZETRAFNA=1TH BHARAERE
ERANBRE  A2AHMEEARKESE
MBREREMSEERENERERT B
T ZEBEREREARAERAFHERA
BREGFEN-_ZSZ=FLA+-—BREE

follows: B4 17 TR T -
Number of share options
held/outstanding at
1/04/2005 and 30/09/2005
R-ZZEZERFWONA—-ABAR
—EERFHhA=TH
Grantee A A BE /EATENBERERE
Tan Siak Him Alexander R85 & 1,986,000
Heng Kwoo Seng bl e =S 1,800,000
Wong Kai Tung Tony TRUE 1,000,000
Other employees HEiig 8 4,054,000
Others HAtb 900,000
9,740,000

All holders of options granted under the Pre-IPO Share Option
Scheme may only exercise their options as follows:

27/3/2004 — 25/9/2004 up to 50% of options granted

Until 25/9/2005 up to 75% of options granted

Until 25/9/2006 up to 100% of options granted

No share options have been exercised during the period.

The consideration paid by each grantee for options granted to
them was HK$1.00.
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OTHER INFORMATION

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT
POSITIONS IN EQUITY OR DEBT SECURITIES

As at 30 September 2005, the relevant interests or short positions
of the directors or chief executives of the Company in the shares,
underlying shares and debentures of the Company or its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“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 are taken or deemed to have under such provisions of the
SFQ)) or were required pursuant to section 352 of the SFO, to be
entered in the register referred to therein or were required,
pursuant to the relevant provisions of the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”)
relating to securities transactions by directors to be notified to the
Company and the Stock Exchange were as follows:

Long positions

(@)  Ordinary shares of HK$0.10 each of the Company

EERIETBRABRBRASEBEHRES
TREENESERAXR
R-ZZRAFNAA=1TH  ARFAZTEERK
TETBRABEARAKEEEEE (E&
RBEFLHEG0 (TEFEBREEN]) FE+
e Wik - HERORESS  BEXL
BREBEEZMPEGROIE T RMETRESD
MRAENEARRRBARZAARRA T
(B2 prl) MERERIAR (RIEERE
EE R EGRUINAE B RRFE R
BRRBEIARR) IRBESLRPEHRIE
35215k A R0 8% X R IR FT 46 B0 B R0 i R O #E 25
SRR ARBE R AES EHARR ([ EHR
A EREFETESFXINERIEEAM
SARARB NI AMESIARIT

@ AREIEFKEEO.10 T EEK

Number of
ordinary shares
subject to options
granted under the
Pre-IPO Share

Option Scheme Percentage

BRDH of the issued

ERAE R E share capital

Number of STEIRHHK  of the Company

Name of director Capacity ordinary shares BREMIR EHEXAAFABET

Esns g4 EBREE VEERHA BRAB DL

Lee Wan Keung Patrick Held by controlled corporation 717,070,000 — 74.43%
TiER (Note)

RREGEERA (M)
Lee Man Chun Raymond  Held by controlled corporation 717,070,000 — 74.43%

33 g (Note)
BXEGEEFE (i)
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POSITIONS IN EQUITY OR DEBT SECURITIES (Continued) FEENEZRAE (&)
Long positions (Continued) e (&)
(a)  Ordinary shares of HK$0.10 each of the Company (@) AREIEFREEO. 108 THEBAR (B)
(Continued)
Number of

ordinary shares
subject to options
granted under the
Pre-IPO Share

Option Scheme Percentage
BRAH of the issued
& I AT B AR R share capital
Number of STEIRHH  of the Company
Name of director Capacity ordinary shares BREMPR EHXATDBET
Exps 54 EBREE VERRHA BRAB L
Lee Man Bun Held by controlled corporation 717,070,000 — 74.43%
3 (Note)
R EGEERA (M)
Tan Siak Him Alexander Beneficial owner — 1,986,000 0.21%
BRi5 & ERBEAA
Wong Kai Tung Tony Beneficial owner — 1,000,000 0.10%
TR ERBEAA
Heng Kwoo Seng Beneficial owner — 1,800,000 0.19%
e ERBEAA
Note: These shares were held by Gold Best Holdings Ltd. (“Gold Best"), Mt © ZERMAE Gold Best Holdings Ltd.
whose entire issued share capital is held by Trustcorp Limited ([Gold Best]) #%& + Gold Best fy&
("Trustcorp”) as trustee for The Fortune Star 1992 Trust, a ESE BT A H  Trustcorp Limited
discretionary trust the discretionary objects of which include Mr [Trustcorp) ) LA The Fortune Star 1992
Lee Wan Keung Patrick, Mr Lee Man Chun Raymond and Mr Lee Trust B1{E5E A & 19 #5 8B ° The Fortune
Man Bun (all of them are directors of the Company), certain of Star 1992 Trust e —JE 2=t ' &
their family members and other charitable objects. PRIXEANBETERSE  FXE

EERFOREE (RFHR/ARRE
B HENETRHRAEREMBES
R
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OTHER INFORMATION

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT

POSITIONS IN EQUITY OR DEBT SECURITIES (Continued)

Long positions (Continued)

(b)

=z

il

EERFETRAERRABERES

THEENESERKE (B)

wr (&)

Ordinary shares of the associated corporations of the (b)

Company

A2 m] A% B 6 & R

Percentage
of the issued
share capital

of the associated

Number of corporation
associated Number of HHEBEE
Name of director Capacity corporation ordinary shares ERITRAE
Espns 54 B EE & EBREE Bt
Lee Wan Keung Patrick Held by controlled corporation Gold Best 5 100%
FiEog (Note)
R EREERA (M)
Lee Man Chun Raymond  Held by controlled corporation Gold Best 5 100%
=B (Note)
AXEEEERA ()
Lee Man Bun Held by controlled corporation Gold Best 5 100%
= XOH, (Note)

AXEHEERSE ()

Note: As Gold Best owns more than 50% interest of the Company,

Gold Best is an associated corporation of the Company under the

SFO. The entire issued share capital of Gold Best is owned by

Trustcorp as trustee for The Fortune Star 1992 Trust, a

discretionary trust the discretionary objects of which include Mr

Lee Wan Keung Patrick, Mr Lee Man Chun Raymond and Mr Lee

Man Bun (all of them are directors of the Company), certain of

their family members and other charitable objects.
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OTHER INFORMATION

Hit & #

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT
POSITIONS IN EQUITY OR DEBT SECURITIES (Continued)

Save as disclosed above and other than certain nominee shares in
subsidiaries held by certain directors in trust for the Company,
none of the directors or the chief executives or 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 30 September 2005.

SUBSTANTIAL SHAREHOLDERS

As at 30 September 2005, the following persons (other than
directors or chief executives of the Company) had interests or
short positions in the ordinary shares of the Company which fall to
be disclosed to the Company 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 under section 336 of
the SFO:

Long positions

Ordinary shares of HK$0.10 each of the Company

EERIETBRABRBRASEBEHRES
THEENERERAR (B)
REXHBRBEEINERTETESERRES
ARERFEARKRRRFEE THE AR
HETERMSN RZFTRFAA=1+H &
EF IEBETHABRBEENHEALHE
FEARR R SEAREOXE AR - K
MEEHFF  BEETAEDIOXE -

TBRR

RZZEZMNFEAA=1TH " TIHAGKRA
FEREETRABRIN ERQ T LR
B P IR R R 5 S VB T B2
K 5535 #8018 1M AN 2 A B BB 0 MR35 %
WE - IR IEE S R D 55 3365 M AR
FERERADFABRZEFEHBEMAL
A EAR

R
K2 7] AR E1 B 0.10 BT 4 & 8 iR
Percentage
of the issued

share capital
of the Company

Number of o NN
Name of shareholder Capacity ordinary shares ERITRAE
REREE 514 ZEKR#A ER
Gold Best Beneficial owner 717,070,000 74.43%
BHEBA
Trustcorp Held by controlled corporation 717,070,000 74.43%
MEEENEEFA
Lee Wong Wai Kuen Held by spouse (Note) 717,070,000 74.43%

FEEILR mAECERA (M)

Note: Under the SFO, Lee Wong Wai Kuen is deemed to be interested in these
717,070,000 ordinary shares as she is the spouse of Lee Wan Keung
Patrick, a director of the Company.

Mek: BEFHRHAEKI  ARFTEBRBERFTE
B(RARAEE)NREB  RERAEEX
717,070,0000% & iBAX HY 4 25 ©
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OTHER INFORMATION

SUBSTANTIAL SHAREHOLDERS (Continued)

Save as disclosed above, as at 30 September 2005, the Company
had not been notified by any persons (other than directors or chief
executives of the Company) who had interests or short positions in
the shares or underlying shares of the Company which would fall
to be disclosed to the Company under the provisions of Divisions 2
and 3 of the Part XV of the SFO, or which were recorded in the
register required to be kept by the Company under section 336 of
the SFO.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S
LISTED SECURITIES

During the period, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed
securities.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix
10 of the Listing Rules as its own code of conduct regarding
securities transactions by Directors. Having made specific enquiry
of the Directors, all Directors have complied with the required
standards set out in the Model Code throughout the six months
ended 30 September 2005.
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OTHER INFORMATION

CODE ON CORPORATE GOVERNANCE PRACTICES

In the opinion of the directors, the Company has complied with
the code provisions listed in the Code on Corporate Governance
Practices (the “Code”) as set out in Appendix 14 of the Listing
Rules throughout the six months ended 30 September 2005, with
the exception of the following deviations:

Under the code provision A.4.1, non-executive directors should be
appointed for a specific term and under A.4.2, every director
should be subject to retirement by rotation at least once every
three years. Currently, non-executive Directors are not appointed
for a specific term. This constitutes a deviation from code
provision A.4.1. However, they are subject to retirement by
rotation at each annual general meeting under the Articles of
Association of the Company. As such, the Company considers that
sufficient measures have been taken to ensure that the Company’s
corporate governance practices are no less exacting than those in
the Code. Furthermore, under the existing Articles of Association
of the Company, the Chairman of the Board and the Managing
Director of the Company are not subject to retirement by rotation.
This constitutes a deviation from the code provision A.4.2. To
comply with the code provision, relevant amendments to the
existing Articles of Association of the Company will be proposed
at the next annual general meeting.

AUDIT COMMITTEE

The Audit Committee of the Company comprised of three
independent non-executive directors namely, Mr Heng Kwoo
Seng, Mr Wong Kai Tung Tony and Ms Law Kar Shui Elizabeth.

The Audit Committee has reviewed with management the
accounting principles and practices adopted by the Group and
discussed internal control procedures and financial reporting
matters including the review of the Group’s unaudited interim
financial statements for the six months ended 30 September 2005.
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OTHER INFORMATION

REMUNERATION COMMITTEE

To comply with the Code, a remuneration committee was
established on 28 September 2005 with specific written terms of
reference which deal clearly with its authority and duties. The
members of the remuneration committee comprises Mr Heng
Kwoo Seng, Mr Wong Kai Tung Tony and Ms Law Kar Shui
Elizabeth. All members of the remuneration committee are
independent non-executive directors.

On behalf of the Board
Lee Wan Keung Patrick

Chairman

Hong Kong, 7 November 2005
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8th Floor, Liven House, 61-63 King Yip Street
Kwun Tong, Kowloon, Hong Kong
Tel: 2319 9888 Fax: 2319 9666
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