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CONDENSED CONSOLIDATED INCOME STATEMENT

RGeS R

For the six months ended 30 September 2007 &= —EZE+FENH=-+HI11EH

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 2007 together
with the comparative figures as follows:

Condensed Consolidated Income Statement
For the six months ended 30 September 2007

BEXERERAR(ARADEFTEMAR
N ARRBEIREMBLAR(AER] A
EZETEFNA=ZTHERNRBEARER
TERAERARE  BERLEBWHFNOT

ERGESREAER
HE-FELFAA=TALAEA

2007 2006
—EELHF —EERF
(unaudited) (unaudited)
(RBERZ) (REEZ)
Notes HK$'000 HK$'000
BT FH&T FET
Turnover % 2 3,894,469 2,422,625
Cost of sales 3 & KA (2,900,799) (1,819,260)
Gross profit E F 993,670 603,365
Other income H A 73,979 36,293
Selling and distribution costs HE R AR (104,806) (75,674)
Administrative expenses THRER (168,502) (85,831)
Finance costs B 75 B 2R 3 (33,439) (55,029)
Profit before taxation LRI & 760,902 423,124
Income tax expense MERSH 4 (43,202) (12,201)
Profit for the period HR AT 5 717,700 410,923
Attributable to: FEAE -
Equity holders of the Company KRAalERFTAEA 718,082 410,700
Minority interests D H KRR R (382) 223
717,700 410,923
Dividends: fg 8 - 6
— Final dividend paid —BENREKE 227,316 233,238
— Interim dividend proposed —BZPHRE 181,917 155,700
Earnings per share BRAEN 7
— Basic —HK 63.52 cents{ll | 42.27 cents{l]
— Diluted — s 63.23 centsfll | 41.84 cents{l

4

Lee and Man Paper Manufacturing Limited 2007/08 Interim Report




CONDENSED CONSOLIDATED BALANCE SHEET

HRGSEEEER

At 30 September 2007 R-FZE+FNA=+H

30 September 31 March
2007 2007
—EELF —EELF
hB=+AH =A=+—H
(unaudited) (audited)
(REEEZ) (KEEZ)
Notes HK$'000 HK$'000
h=a THERT FET
NON-CURRENT ASSETS EREBEE
Property, plant and equipment ¥ % - B & & & 8 7,558,892 5,524,620
Prepaid lease payments TENEERIE —JERBE D
— non-current portion 267,642 316,831
Deposits paid for acquisition of BEBWE - BiE R RE &
property, plant and T E RN ®
equipment and land use
rights 898,533 931,536
Interests in associates REERr 2R 9 34,157 -
Deferred tax assets FEEFTAE E 29,243 31,707
Retirement benefit assets RIKEFEE 682 682
8,789,149 6,805,376
CURRENT ASSETS REEE
Inventories FE 10 1,653,581 1,379,159
Prepaid lease payments FENHEERE —RBIH
— current portion 3,396 14,982
Trade receivables FEWE FERI 11 1,254,062 819,383
Bills receivable FE W = K 11 308,863 261,239
Deposits, prepayments and Be - AN RIE R H &
other receivables I8 365,582 293,070
Amounts due from FE U B BEE A B 5B
related companies 190,500 12,743
Derivative financial instruments $T4 8 # T A 49,381 42,310
Restricted bank deposits BREHRITIER 1,200 1,953
Bank balances and cash WITHEB AR S 263,322 214,985
4,089,887 3,039,824
CURRENT LIABILITIES nEBEE
Trade and bills payable JE A4 BR 3R R BB 3K 12 555,979 510,454
Accruals and other payables EAER L EHEMEN B 619,344 380,029
Taxation payable e R IR 10,526 20,718
Bank borrowings — due HITEE-—FAIH
within one year 653,456 824,762
Derivative financial instruments 7481 #% T & 24,887 12,104
1,864,192 1,748,067
NET CURRENT ASSETS RBEEFE 2,225,695 1,291,757
TOTAL ASSETS LESS EEHAERRBES
CURRENT LIABILITIES 11,014,844 8,097,133
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CONDENSED CONSOLIDATED BALANCE SHEET

HRGSEEEER

At 30 September 2007 R-FZE+FNA=+H

30 September 31 March
2007 2007
—EELHF —E2ELF
hA=+H =A=+—8
(unaudited) (audited)
(REER) (fe=:%)
Notes HK$'000 HK$'000
h=a TERT FET
NON-CURRENT LIABILITIES FREBAE
Bank borrowings — due after RITEE——FRIHE
one year 3,486,980 1,255,600
Deferred tax liabilities ELEFIEBE 68,902 46,932
Convertible bonds IR E A - 205,364
Retirement benefit liabilities RREFEE 22,046 18,536
3,577,928 1,526,432
7,436,916 6,570,701
CAPITAL AND RESERVES BARFEE
Share capital [N 13 113,698 111,948
Reserves [ER 7,287,023 6,458,846
Equity attributable to REEBERAAREREA
equity holders of the
Company 7,400,721 6,570,794
Minority interests DERRE 36,195 (93)
Total equity R = 7,436,916 6,570,701
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT

AR RS MER

For the six months ended 30 September 2007 #Z= = ZFEZE+ENF=1H1EEF

2007 2006

—EEtF —ZEEREF

(unaudited) (unaudited)

(REER) (REgEHEZ)

HK$’000 HK$'000

FET FAEXT

Net cash generated from operating activities KEEBEE e T 150,497 435,446

Net cash used in investing activities REESMARESFEE (1,975,838) (809,789)

Net cash generated from financing activities MEEHMERE S FER 1,873,678 461,831
Net increase in cash and cash equivalents ReERFSEEWE N

7 FR 48,337 87,488

Cash and cash equivalents brought forward Be MRS EEWAER 214,985 109,813
Cash and cash equivalents carried forward REeERBELEEYiEE

represented by bank balances and cash ERBITEHRKEIRS 263,322 197,301
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

SRR AR S A

semE

For the six months ended 30 September 2007 &= —EZE+FENH=-+HI11EH

8

Attributable to equity holders of the Company

ARARERAARL
Convertible
Share honds
options equity  Accumu-
Share Share reserve  Translation Special reserve [ated Minority Total
capital  premium BRE reserve reserve  ERES profits Total interests equity
kx  RHEE fE  EXRE BURE RERE 2HER &t JERE RESE
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
(REEHR) (REER) (REER) (REER) (REER) (REEH) (REEHR) (REBR) (REER) (REEQD)
HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HK$'000 HKS'000 HKS'000 HK$'000 HK$'000
Tin TiEn ThEn TiEx Tin ThEn TEn TiExn Tirn ThEn
At 1 April 2007 “TZtERA-R 111,948 4,123,902 8,424 193,871 (2,999) 12335 2123313 6,570,79 (93) 6,570,701
Exchange differences arising ~~ BERRREED
on translation of LRNEBERE
foreign operations FEEZERER
recognized directly in equity - - - 121,745 - - - 121,745 - 121,745
Profit for the period BREH - - - - - - T18082 718,082 (38) 717,700
Total recognized income BREERZHA
and expenses for the period pEFT S 111,948 4,123,902 8,424 315,616 (2,999) 12,335 2,841,395 7,410,621 (475) 7,410,146
Issue of shares on exercise of ~ HEREE(E
share options f# ke 50 6,504 (2,304) - - - - 4,250 - 4,250
Issue of shares on comversion WAk E% 31
of convertible bonds &k 1,700 218,358 - - - (12,335) - 207,123 - 207,123
Share-based payment R g - - 5443 - - - - 5443 - 5443
Capital contributions from PERELENE
minority interests - - - - - - - - 36,670 36,670
Dividend paid k& - - - - - - (1316 (227,316) - (221316
At 30 September 2007 “ESHENRZTH 113698 4,348,764 11,563 315,616 (2,999) - 2614079 7,400,721 36,195 7,436,916
Attributable to equity holders of the Company
ARAREREARE
Convertible
Share bonds
options equity Accumu-
Share Share reserve  Translation Special reserve [ated Minority Total
capital - premium BRE reserve reseve AR ER profits Total interests equity
kx  RAEE B ERRE EUEE REEE  ZHEA a2t LBkE  Ress
(unaudited)  (unaudited) ~ (unaudited)  (unaudited) (unaudited) (unaudited) ~ (unaudited) ~ (unaudited)  (unaudited)  (unaudited)
(REZ%) (RE2R) (REER) (KEER) (REBR) (RBER) (RBER) (REER) (RE3R) (FEER)
HKS$'000 HK$°000 HK$000 HK$'000 HKS' 000 HK$'000 HK$000 HK$'000 HK$'000 HK$000
TR TEL TR TR TR TER TR TR TAL TiER
At 1 April 2006 “EEXEMA-A 9,761 1,863,819 1,573 48,934 (2,999) 60,256 1,508,650 3,577,044 - 3577044
Profit for the period /ﬁﬁm%ﬂ - - - - - - 410,700 410,700 23 410,923
Total recognized income BREER ZHA
and expenses for the period hE &L 9,761 1,863,819 1,573 48,984 (2,999) 60,25 1919350 3,987,744 23 398797
Issue of shares on exercise of ~ RERIEETE
share options mETRA 551 22,450 - - - - - 23,001 - 23,001
Share-based payment RS H5E - - 903 - - - 903 - 903
Capital contributions from PERELENE
minority interests - - - - - - - - 23,774 23,774
Dividend paid i) - - - - - - (233238)  (233238) - (233,238)
At 30 September 2006 “EEAFNRZTH 97312 1,886,269 2476 48,984 (2,999 60,25 1,686,112 3778410 23997 3,802,407
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
5 A B A5 3R AR Y o E

For the six months ended 30 September 2007 #Z= = ZFEZE+ENF=1H1EEF

Basis of Preparation and Principal
Accounting Policies

The unaudited 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 condensed consolidated
interim financial statements are consistent with those
followed in the preparation of the Group’s annual financial
statements for the year ended 31 March 2007.

In the current interim period, the Group has applied, for the
first time, a new standard, amendment and interpretations
(“new HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA"), which are
effective for the Group’s financial year beginning 1 January
2007.

The adoption of these new HKFRSs had no material effect
on the results or financial position of the Group for the
current or prior accounting periods. Accordingly, no prior
period adjustment has been recognised.

MREERTESHEE

HABZEAGETRAMBHRR DR
REEBMARSIMARRARAES L™
MANT Em AR M 16 P78 2 58 A
BRERELBESAMAGEMZE
BEER(TFBESER]) F345%
[hEIR s I mamE -

REANERASA T BEREMER
MEFBR EXAKEBRE_TTLF
A=t -—HBHLEE2FMBRRMEA
EHe

REIA - REBE - RERNBBGETED
REEMBHBEAR-_TELF— A —H
FRIG AW Z B FE AR Z N ER - &
AkRE(HMEEVBRSER]) -

ROANLEHNBEMBEREENHAE
ERANBET A FREZIEELYH
RATEBEEATE - At XEB
EHANHABT THER -
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
5 B B A5 ¥R AR B = E

For the six months ended 30 September 2007 &= —EZE+FENH=-+HI11EH

Segments Information

Business segments

For management purposes, the Group is currently organised
into two operating businesses — manufacture and sales of
paper, and manufacture and sales of pulp. These businesses
are the basis on which the Group reports its primary

segment information.

Segment information about these businesses is presented

E 3l

MEEMS  AKRERELEMER
HEREEREK EERBEARE - &
EXBRAEERRETIBENHEENZ
HE -

=113

ZEBMEDEEHMZHROT ¢

below:
2007 —EZLHF
Consolidated income statement ARAEAm&
Paper Pulp Eliminations  Consolidated
iR g i BR e
HK$'000 HK$'000 HK$'000 HK$'000
FTER FER TERT FTER
Turnover-External sales BEEE _UHNEE 3,606,017 288,452 - 3,894,469
Inter-segment sales EZ Ak L - 194,482 (194,482) -
3,606,017 482,934 (194,482) 3,894,469

SEGMENT RESULTS DHES 754,546 43,565 - 798,111
Interest income B U A 2,970
Net loss arising from ATEMBIA

change in fair value of RNEEHRE

derivative financial EENFERE

instruments (5,712)
Unallocated corporate AAEZRALTH

expenses (1,028)
Finance costs B 7% Bl AR (33,439)
Profit before taxation Al &R 760,902
Income tax expense NEBRHEX (43,202)
Profit for the period HAZEF 717,700
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2. Segments Information (continued) DEHER (&)
Business segments (Continued) EBoW(E)
2006 ZETREF
Consolidated income statement e EDK
Paper Pulp Eliminations Consolidated
4R N i B& rA
HK$'000 HK$'000 HK$'000 HK$'000
FET FHET FATT FET
Turnover — External sales S - WINHE 2,194,988 227,637 - 2,422,625
Inter-segment sales 2R ZEHEE - 150,021 (150,021) -
2,194,988 377,658 (150,021) 2,422,625
SEGMENT RESULTS PEER 446,896 29,780 - 476,676
Interest income 2 U A 1,477
Finance costs B 7% A AR (55,029)
Profit before taxation IR 423,124
Income tax expense NEMEL (12,201)
Profit for the period HAEF 410,923
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

5 B B A5 ¥R AR B = E

For the six months ended 30 September 2007 &= —EZE+FENH=-+HI11EH

2. Segments Information (Continued) 2. DHRERE)
Geographical segments b 35 2 3B
The following table provides an analysis of the Group’s sales TEREMEDT SISO AKEEEED
by geographical market, irrespective of the origin of the DN BRUEESE MR
goods:
Six months ended
30 September
BEAA=+HLAEA
Sales revenue by
geographical market
RiWET S
BoMsEEKRA
2007 2006
—EELF —EETREF
HK$'000 HK$'000
FERT FAET
People’s Republic of China R ARLME -
other than Hong Kong (the “PRC") EBEBRIN(THE]) 2,043,208 1,304,543
Export sales delivered a3 AT E
in the PRC (Note) H O E (BT RE) 1,066,364 795,364
Asia other than the PRC M - B BR S 453,465 154,489
Europe M 217,318 45,230
United States of America x 42,049 73,294
Others EAp 72,065 49,705
3,894,469 2,422,625

Note: These are sales to PRC customers who
goods outside the PRC.
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3. Finance Costs

3. BIEERAK

Six months ended
30 September
BEAA=+THLAEA

2007 2006
—EE2LF ZETREF
HK$'000 HK$'000
FET FHET
Interest on bank borrowings RAFABHEEZ
wholly repayable within five years RITEENE 78,730 33,267
Interest on convertible bonds ABMKRESFEEZFE 2,157 31,249
Total borrowing costs BMEEKE 80,887 64,516
Less: Amounts capitalized in BE EERIRBEAREL (47,448) (9,487)
construction in progress k-
33,439 55,029
4. Income Tax Expense 4. FEHBEX
Six months ended
30 September
BEAA=+THLAEA
2007 2006
—EELF ZEERF
HK$'000 HK$'000
FET FHE T
The charge comprises: MEBEXHBIE:
PRC Foreign Enterprise Income Tax REINEDERER 18,768 13,475
Deferred taxation in respect of: MATEBEFAEED
EERIE -
- recognition of income —BEERZEA 21,970 5,067
— tax losses —HIEEE 2,464 (6,341)
43,202 12,201
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
5 B B A5 ¥R AR B = E

For the six months ended 30 September 2007 &= —EZE+FENH=-+HI11EH
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Income Tax Expense (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, other than Dongguan Lee &
Man Paper Factory Co., Limited 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 (“tax holiday”).

The subsidiary in Malaysia carries on offshore trading
activities in Labaun, with other group companies which
are non-residents of Malaysia. As such, it is qualified as an
offshore trading company in Labaun and is charged at a
fixed annual rate of Malaysian RM20,000.

A Macau company incorporated under Decree-Law no.
58/99/M ("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.

At 30 September 2007, the Group had deferred tax assets
resulted from tax losses carried forward of a subsidiary in
the United States of America.

NEBAX (&)

5 18 2 P8 7598 48 5L A 2 o 0 B
FEMBIE - HERER S RIBE YR
BEHEMT -

IR EMHE AR - REIEERR
BRRAARIN  REEERNFEE 2
BARBESIEAEEMEHME - HIR=F
*o (IHKEEE]) -

BRATGHHBAREEBRNEMIES
REALENGETEEEE S E - T -
WBARANMTLZAERNEEZES A
A BEEFEHM20,000F KN EER -

— B IR 7 1R I 5 58/99/M 5t S& < o i
(F8 & 58/99/MA A ]) » #0] @ &R P
MR OCRMETISE) - Bl iE Z58/99/M
NENERBEPFAARNTARIEEER

RZZBZLFNA=1TH AREEHE
MEARMNKHEBERESE  AKEAE
ERIEEE °
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5. Profit for the Period 5. HRAEF

Six months ended
30 September
BZEZABA=+HILAEA

2007 2006
—EELF ZEERX
HK$'000 HK$'000
FER FAT
Profit for the period has been IR AR LM
arrived at after charging:
Directors’ emoluments ER R 3,636 2,785
Other staff costs, excluding HEMB TR -
those of directors E=1 0 175,141 118,687
Contributions to retirement RINEFE SR
benefits schemes, excluding E=Gl
those of directors 5,036 1,913
Total staff costs BITRAEER 183,813 123,385
Amortisation of prepaid lease payments &1 8 & 5% 18 4 44 2,322 1,027
Depreciation of property, M- BERZEBITE
plant and equipment 114,024 58,275
Loss arising from change in fair HATEMBITA
value of derivative NFAEE )
financial instruments FrEEmEIE 12,786 1,363
Loss on disposal of property, HEWE  BEI
plant and equipment REBEMEENESE - 224
Operating lease rentals in respect of T REFH
land and buildings KEHERS 1,512 2,897
and after crediting: WEEFA -
Gain arising from change in fair HOTEF KT A
value of derivative N EEE
financial instruments FELNEE 7,074 11,928
Interest income R B U A 2,970 1,477
Net foreign exchange gain FOEH 158 25,516 15,275
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

5 B B A5 ¥R AR B = E

For the six months ended 30 September 2007 &= —EZE+FENH=-+HI11EH

6. Dividends
A final dividend for the year ended 31 March 2007 of HK20
cents (for the year ended 31 March 2006: HK24 cents) per
share was paid to shareholders during the current period,
and was reflected in the condensed consolidated statement
of changes in equity.

The Directors have determined that an interim dividend of
HK16 cents per share (2006: HK16 cents) should be paid to
the shareholders of the Company whose names appear in
the Register of Members on 11 December 2007.

16
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Earnings Per Share

The calculation of basic and diluted earnings per share
attributable to the equity holders of the Company is based

on the following data:

'@Hﬁ%ﬂ
REIES %1EAE’JtHxﬁ$&T§E%FJf‘J

TIATSI BB A EEFFE

Six months ended
30 September
BEAAR=1+HLXAA

2007 2006
—EELHF ZEEREF
HK$'000 HK$'000
FET FET
Earnings for the purpose of AU EERER
basic earnings per share &N 59 2 F 718,082 410,700
Effect of dilutive potential TRRETNEETE
ordinary shares:
— Interest on convertible bonds — A} E AR B 2,157 31,249
— Loss on change in fair value of —nBmREFRE
derivatives embedded in PMETERAFE
the convertible bonds BEELENEE (3) -
Earnings for the purpose of BUGtESRESE
diluted earnings per share BN & T 720,236 441,949
Number of Number of
shares shares
RHOEE fig 17 25 B
Weighted average number of BUFAESRER
ordinary shares for the purpose of AR HE K
basic earnings per share niEFHH 1,130,512,688 971,502,230
Effect of dilutive potential TERETEELE
ordinary shares:
— Share options — 8 PR 2,489,574 1,623,236
— Convertible bonds —ABRRES 6,074,829 83,056,478
Weighted average number of BAUFTESlREE
ordinary shares for the purpose of B R 8 8 A 0 #E
diluted earnings per share 235 8 1,139,077,091 1,056,181,944
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

5 B B A5 ¥R AR B = E

For the six months ended 30 September 2007 &= —EZE+FENH=-+HI11EH

8. Additions to Property, Plant and 8.

Equipment

During the period, the Group spent HK$2,010 million (six
months ended 30 September 2006: HK$635 million) on
property, plant and equipment to expand its operations.

NEWE  BERRKRE

A AEEEAEME  BENMKE
FRE20I10EBEL(HE-_SZTFN

A=+H1ERHEA

©635ABITL) L

HEEL -

9. Interests in Associates 9. RBELNT 2R
30 September 31 March
2007 2007
—EELHF —EELF
hA=+H —A=+—H
HK$'000 HK$'000
FH& T FET
Share of net liabilities f1£§if§5¥f§ (2,038) -
Due from associates FE U Bk 2 N B 2018 36,195 -
34,157 -

The balances with associates are unsecured, interest-free

and repayable on demand.

Particulars of the associates as at 30 September 2007 are as

follows:

Place of incorporation

Nominal value of

EMERRZERDERT  2EER
BARAEEE -

H‘
N

\
)

RZZEZH+FNAA=Z+HZMERFZ
ERCE U NN

Proportion ownership

or establishment/ issued and fully paid share interest hold by the
operations capital/registered capital Company
Name of associate HMAEYRRYL,/ BETRBZRE/ AQRESEESE  Principal activities
BeENRER BEWE R AEE BEERELA TEEH
Directly  Indirectly
B B
Fortune Sight British Virgin Islands Ordinary shares - US$1,000 19% - Investment holding
Group Limited EBRUME LRAT — 1,000 £ T REER

EEZEEERDA

Guangxi Lee & Man PRC
Forestry Technology ~ H1 B
Limited

BREXHERE
FRBERRA
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Registered capital -
HK$168,000,000

EMEA-
168,000,0007% 7T

- 19% Producing raw materials for
manufacturing paper
EERNSESRO R

Lee and Man Paper Manufacturing Limited 2007/08 Interim Report



10. Inventories

30 September 31 March

2007 2007

—EELHF —EE+F

hB=+H Z—A=+—H

HK$'000 HK$'000

FER FAEXT

Raw materials R 1,481,448 1,247,715
Finished goods BN @ 172,133 131,444
1,653,581 1,379,159

11. Trade Receivables and Bills Receivable

The Group generally allows an average credit period range

BREZRIARERER

AEELTHEEH —MKALI5HZ=60

from 45 to 60 days. A% -
An aging analysis of the trade receivables and bills FEWE 5 BRI FE IR & AR #° 9 4T 20
receivable is as follows: K
30 September 31 March
2007 2007
—BELF —EE+F
hA=+H =RA=+—H
HK$'000 HK$'000
FTER FAEXT
Trade receivables JE W & 5 R 1,254,062 819,383
Bills receivable & W = 308,863 261,239
1,562,925 1,080,622
Aged: AR S -
Less than 30 days LHR30H 979,008 769,135
31 - 60 days 31H— 60H 474,442 217,302
61 — 90 days 61H — 90H 88,438 72,979
Over 90 days 90H Mk 21,037 21,206
1,562,925 1,080,622
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS
5 B B A5 ¥R AR B = E

For the six months ended 30 September 2007 &= —EZE+FENH=-+HI11EH

20

12. Trade and Bills Payable

12. ERBRRRER

An aging analysis of the trade and bills payable is as JEE 1<F B 3R e 3| R BR T
follows:
30 September 31 March
2007 2007
—EELF —ETLF
hA=+8 =Z=A=+—8”
HK$'000 HK$'000
FET FHET
Aged: BE % -
Less than 30 days D30 H 414,113 465,392
31 - 60 days 31H— 60H 98,617 28,592
61 - 90 days 61H — 90H 17,436 8,849
Over 90 days 90H M+ 25,813 7,621
555,979 510,454
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13. Share Capital

Amount

Number of okl
ordinary shares HK$'000
ZEREE FET

Ordinary shares of HK$0.10 each SR EEC10ETTH

Authorised:

At 31 March 2007 and
30 September 2007 —t+—BK

—EE+HFRLA=TH 2,000,000,000 200,000

Issued and fully paid: BEETEERE -

At 1 April 2006 967,608,000 96,761
Exercise of share options 17 1 B8 I 4 5,816,000 582
Conversion of convertible bonds Wi nl iR E & 66,053,932 6,605
Issue of new shares on Bic f% T 3547 /9 3 A%

placement of shares 80,000,000 8,000

At 31 March 2007 +E=A=+—H 1,119,477,932 111,948
Exercise of share options 7715 B A e 500,000 50
Conversion of convertible bonds HiBa Bk E S 17,002,480 1,700

At 30 September 2007 +tFEFNA=+H 1,136,980,412 113,698
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

5 B B A5 ¥R AR B = E

For the six months ended 30 September 2007 &= —EZE+FENH=-+HI11EH

14. Capital Commitments 14. EXREE
30 September 31 March
2007 2007
—EELF —EELF
hBA=+H =A=+—8H
HK$'000 HK$'000
FET FAT
Capital expenditure contracted for TWEDE - BE &
but not provided in the 5% 4 K T R
consolidated financial statements EHEENEE NS
in respect of acquisition of property, IR R B ER
plant and equipment and BEARR X
land use right 2,793,968 2,109,652

15. Operating Lease Arrangements
The Group as lessee
At the balance sheet date, 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:

15. REHOZTH

SEEREEA

REER  AKERETAIHEN L
EEFREENNARENNRERES

o

30 September 31 March

2007 2007

—EELF —EELF

hA=+8 =A=+—8H

HK$’000 HK$'000

FER FET

Within one year —FR 92,384 136,042
In the second to fifth year inclusive F_FEEFRLFNA

(BREEWEF) 354 116,750

After five years FERHFIE - 658,048

92,738 910,840
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15. Operating Lease Arrangements (Continued)

The Group as lessor

At the balance sheet date, the Group had contracted with
tenants for the use of the Group’s pipelines with following
future minimum lease payments:

15.

RelORH#E)

SEESEAA

REER  AEEEHEFR/EREES
FIAREMNOREESOT

30 September 31 March

2007 2007

—EELF —EELF

hA=+8 =Z=A=+—8”

HK$’000 HK$'000

FTER FAET

Within one year —FR 390 390
In the second to fifth year inclusive E_FEERFR

(BREEEMF) 1,560 1,560

After five years ERFIB 975 1,170

2,925 3,120

Operating lease payments represent rental payable by
tenants for the use of the Group's pipelines. Leases are
negotiated for an average term of ten years with fixed
rentals.

REHSHEAFPRERASENEER
fwdEe  HHFH+EF HRES T

;5

= °
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NOTES TO THE CONDENSED FINANCIAL STATEMENTS

5 B B A5 ¥R AR B = E

For the six months ended 30 September 2007 &= —EZE+FENH=-+HI11EH

16. Connected And Related Party Transactions
The Group had the following significant transactions with
connected and related parties during the period:

16. HEAALTHERS

HA - ASEEBEEALTET NINE
AR5

Six months ended
30 September
BEZNABA=1+HLXAA

2007 2006
—ETtE “EEAE
HK$'000 HK$'000
TER FAET
Lee & Man Industrial Finished goods sold 63,982 42,276
Manufacturing Limited (note) 25 &K m
BXEEXBR AR (M)
Waste paper purchased - 1,962
BB
Steam sold 780 780
BEEA
Lee & Man Paper Products Limited Licence fee paid 457 450
(note) BRI S
BXHEmABRAR (M)

Note:

Lee & Man Industrial Manufacturing Limited and Lee & Man Paper
Products Limited are under control of Mr Lee Wan Keung Patrick, a
director of the Company.

The directors have confirmed that the above transactions
were conducted in the normal course of the Group's
business.

17. Review of Interim Accounts
The condensed interim financial statements are unaudited,
but have been reviewed by the Audit Committee.
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CER
BXEEARAFNREXARERAT BN
ARAEFPEREERE -

EEORALARZIRAEENTETE X
75 o

17. EEHHERE

BRPMPBHRERRIREESZ  ELE
ZEZEBeEMHN -
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Interim Dividend

The Board has resolved to declare an interim dividend of HK16
cents (2006: HK16 cents) per share for the six months ended 30
September 2007 to shareholders whose names appear on the
Register of Members on 11 December 2007. It is expected that
the interim dividend will be paid around 20 December 2007.

Closure Of Register Of Members

The Register of Members will be closed from 7 December 2007
to 11 December 2007, both days inclusive, during which period
no transfer of shares can be registered. In order to qualify for
the interim dividend, all transfers accomplished by the relevant
share certificates must be lodged with the Company’s Branch
Share Registrars, Tricor Investor Services Limited, at 26/F Tesbury
Centre, 28 Queen’s Road East, Hong Kong for registration no
later than 4.00 pm on 6 December 2007.

FHEI R 2
EFECAREREE-_TTLFNLAZT
HEANERZHHBRESERIGEIN(ZEE
NE 16BN F_EELFE+ A+ —H
HHNERBMAZRE - FEE PR E
R-_EEL+F+-_A-+HENFTERE -

EEREROGBFER
ARRABR-_ZZELtF+_ALtBRE_Z
TZtF+ A+ B(EEMABEER)
TERERDBEELTE AFTAERS
BB ZENR FIEBFEFXHERBEERE
REBER_ZTEZTLtF+_ANHTTHEE
AR ERARAIZCBRNBRELEEEZEFR
ERBRAF U ABEBEF KNER2S
SRS BERLO26IE  UPREEDFE -

25

HEIEHFMAST 2007/08 hH#RE




BUSINESS REVIEW AND OUTLOOK
EFOREREE

26

For the first half of fiscal year of 2007/2008, approximately 1.18
million tons of containerboard and 58,000 tons of pulp were
sold. The Group achieved a turnover of HK$3,894 million and
has recorded a net profit of HK$718 million. This represents an
increase in turnover of 61% and an increase in net profit of 75%
over the same period last year. During this period, the Group
started three production lines, PM9, PM10 and PM11. With the
increase in capacity, the Group’s total containerboard capacity
increased from 2.08 million tons to 3.11 million tons.

The Group is fully confident of the market. The Group will install
five more world-class paper production lines and two bleached
hardwood kraft pulp (BHKP) production lines within the next
18 months. With this expansion, the Group’s annual pulp and
paper capacity will reach 5,400,000 tons (500,000 tons of pulp
and 4,900,000 tons of containerboard), making the Group one
of the largest pulp and paper producers in the world. Just as
important, we are extending our geographic coverage with two
of our paper production lines (PM13 and PM15) and two pulp
mills (BHKP1 and BHKP2), which are scheduled to start at our
new production sites at Chongging in 2008 and at Vietnam in
2009, and will make contributions to the Group’s profit upon
start-ups.

Our challenges are beyond pure financial gains. With increasing
social awareness in environmental protection, we are investing
in the world’s most advanced technology to reduce water and
energy consumption and to reduce the quantity of effluents
produced. With these investments, we hope to lead the industry
to a greener and healthier future, while becoming one of the
largest and most important pulp and paper producers in the
world.

Going forward, we will continue to expand our containerboard
capacity, both inside and outside China. We will also invest into
pulp and to further integrate our business and to strengthen our
position as a leading player in pulp & paper industry.

20072008 R F ¥ ¥ F » REEHEE R
#9118 8 IE %5 1R JR 4% 12 58,000 ME A 42 - I &%
5% ¥%838.94 BBt R4t F|7.1818 %8 T
EEBRANREFERCI% NT5% ©
N EENFELR  BETREFE TSGR
SEKERE SEBMBEIREKRTE§
208 B RE311H M -

EEHmHERBEL AKX+ NEAR - &£
BBt A GEERcENEREERREM
BEAFGEBLEER - EEEREZ £H
MRBEBFERGEZSM0EM (508 M
LAERRA40EN)  SEEBR AM A&
ARBEERZ — - EENEREEEER
EWREHE F+=% B+ RMEREE
M 6Z A 4 7 4% 4 &= 4% (BHKP1 X BHKP2) #
R_ETZNFEEEN _ZTTNFEHE
ZHETBMENRE  BHEBRFENFBIE
HER -

SENRBET TERREB LNERSS -
BEEMASHRRRENIART  SETR
Bt SRR S0 By DAURL DK R BE TR OB E
WHABRESRONESLE SEFEHEESE
REFITERAEMWMUNRE - AJ UHEHERD
AB#E - BRFEAARKE-

REMNK SEESEEETERARINMNEARM
RIREER  URERFLEEAERSEHH
B ZESEEFRERNEEMA -
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MANAGEMENT DISCUSSION AND ANALYSIS

B R0

Results of Operation

Turnover and net profit attributable to equity holder of the
parent for the six months ended 30 September 2007 was
HK$3,894 million and HK$718 million respectively, representing
an increase of 61% and 75%, as compared to HK$2,423 million
and HK$411 million, for the corresponding period last year.
The earnings per share for the period was HK63.52 cents as
compared to HK42.27 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 PM8 and the
commercial operation of PM9, PM10 and PM11 during the
period.

Selling and Distribution Costs and
Administrative Expenses

The Group’s selling and distribution costs and administrative
expenses increased by approximately 38% and 96% from
HK$75.7 million and HK$85.8 million for the six months ended
30 September 2006 to HK$104.8 million and HK$168.5 million
for the six months ended 30 September 2007 respectively as
a result of the expansion in the operation of the Group and
the increase in the Group’s turnover during this period. The
distribution costs and administrative expenses represented about
2.7% and 4.3% of the turnover, respectively, for the six months
ended 30 September 2007, and were comparable to the year
ended 31 March 2007.

Finance Costs

The Group’s finance costs decreased by approximately 39% from
HK$55.0 million for the six months ended 30 September 2006 to
HK$33.4 million for the six months ended 30 September 2007.
The decrease was mainly due to the fully conversion of shares by
the bondholders of the Convertible Bond during the period.

5
HE-_ZZ+ENLA=FTHLAEANE
XBEBREREGMEN DR A384EETR
7ASEB I MEAFH24.23BB L R4111E
BT D RIEIN61% KM T75% ° REEHNEFI
BAE63.528 - EFRIAE42.278M -

BEBIMMIRAE LA FERERAEE
PR ERRE 2 HPEENFACHBKE
BIB9S - B0 R B 1REAE - HEHA
EEMERFEEEZIGHTE °

HERDERARRITHE A

REBMEERDHEKNARITHRE RS R H
BE - ZTE+FNA=1+BIEXEAMT57
BEESSSEEALLAZEEZE ST
FAA=ZF+THLERNEANI0M48EEE LK
16858 & BT F 18 438% K 9%% * JhH
RAESEREBABEREBUARKTEERN S
¥ELLARB BHE-_ZES+LFNA=ZT
BIEAEANBEERHEKANARITHE A
DRI EEREN2 7% M43%  B_EEF+
FZA=Z+—BLEFERY -

Bt 7 % A

AEENB B EABBEE_TZTAFNA
—tHLERNEAMNSSOEEB T THREHEZE
—EELFAAZFTHILEANEANIZLAES
BT BRIEHAE39% - FIERAYX THEE
HRHRNTBRRESFFEAZD2EHRE R
ERTEL o
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MANAGEMENT DISCUSSION AND ANALYSIS

BIRE 5 R0

28

Inventories, Debtors’ and Creditors’ Turnover
The inventory turnover of the Group’s raw materials and finished
products decreased from 120 days and 13 days, respectively,
for the year ended 31 March 2007 to 100 days and 11 days,
respectively, for the six months ended 30 September 2007. This
exhibits continued strong demand from our customers.

The Group’s debtors’ turnover days were 59 days for the six
months ended 30 September 2007 as compared to 58 days
for the year ended 31 March 2007. This is in line with the
credit terms of 45 days to 60 days granted by the Group to its
customers.

The Group’s creditors’ turnover days were 35 days for the six
months ended 30 September 2007 as compared to 49 days for
the year ended 31 March 2007 and is in line with the credit
terms granted by the Group’s suppliers to the Group.

Liquidity, Financial Resources and Capital
Structure

The total shareholders’ fund of the Group as at 30 September
2007 was HK$7,437 million (31 March 2007: HK$6,571 million).
As at 30 September 2007, the Group had current assets of
HK$4,090 million (31 March 2007: HK$3,040 million) and
current liabilities of HK$1,864 million (31 March 2007: HK$1,748
million). The current ratio was 2.19 as at 30 September 2007 as
compared to 1.74 at 31 March 2007.

The Group generally finances its operations with internally
generated cashflow and credit facilities provided by its
principal bankers in Macau, Hong Kong and the PRC. As at 30
September 2007, the Group had outstanding bank borrowings
of HK$4,140 million (31 March 2007: HK$2,080 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 0.32 as at 31 March
2007 to 0.52 as at 30 September 2007 as a result of the capital
expenditure spent on PM8, PM9, PM10 and PM11 during the
period.

FE EWERRREMSEREAER

AEBENREHLREK RO EFERASEH &
E*E§t$2ﬂ2+*5¢ﬁﬂﬁﬁuo
A~ N13K - MTREHEZ_ZZEZT+F AN
H:+E¢AMHmnm%&Hi £ Ik Al
B AEBEFFRANERIDBHERY -

AREEBHZ -_ZTTLtFANA=ZTHILENHE
AHRUER BB AKX - HELEZE =
TELE=-A=1+"BLEFEAR8X -
P EREFRAEHEAEERTELN
TFASKREORTEMEEBER -

AEENENERAERHE ST LF
NA=Z+B8IERNEA AKX HrEZ—
EELF=ZF=+—"BLEFEE ALK -
T ENERASHERERATAER
B (= B AR AT o

RBEE UKERREXER

R-ZEZEL+FNALA=1TH AEEHKRE
BoRBERIAITIEATL(ZZEZELF=A
=+—HB:6571EBL) RZZEZLFN
A=+H8 AEEBEMKEHEEEI090ES
T(ZEBEZELE=A=+—H8 :3040E8

L) MABBEANARISMEST(ZEE
EEZH=+ B 1748E8T) - BT
tFNA=ZtTHERLEERE219 —EF

tHF=ZA=+—HAIA174-

$%E_EMW%EEWﬁim§’M&¢
BREFEARBITIRENCEHEREELE
BHEEEL RN_TEZLtFALA=F+H"
AEBEBMAREEBRITERAMNAEET(Z
TELHF=ZA=+—H : 2080 EF L) ° %
FRTEERARTETHBEARRENA
RIERIERAEKE - BN L% +5H K
T RERRSEARZ RN M A&
ENFEAGBLR(BEELAERESEE
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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 2007.

During the six months ended 30 September 2007, the Group
has used currency structured instruments, foreign currency
borrowings or other means to hedge its foreign currency
exposure. In this regards, the Group considered its currency risk
is significantly reduced.

Employees

As at 30 September 2007, the Group had a workforce of more
than 6,500 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 Share Option Scheme whereby employees
of the Group are granted options to acquire shares in the
Company.

AEENRBHESRARTRE  BAER
HORS LA HSANRTHERBRBIAEN
SEMAE 2EESFE WIERAREK
BABERRBRE -

AEENRHREBREETBEUARE &
THRELFAE BE_TTELFAA=TH
EAREA  AEENEEIXRDESRER
KR mEEEAMEANERZE -

BE_ZTLFAA=TBLERER K&
ERAEEEBIA HIEBERHMEE
RSN SR TTE - Bt T - ARERR/E
RS AE R -

CAEERER
6,500% 8 T - 1§ B # B 5 1 A8 F 7k
T OURSTRN ERYBREAMEIN
BRARETREYE - KAEETARERMA
E‘BPE‘%J” ’ ﬂﬁ?ﬁ%l%fﬁ&z’&@ﬂ%ﬁjé}%ﬁy?g
4 -

AEEYELNREIMNEAEERE  TARE
ABEUNCLERY  ERERBRBELR
CENEIRTAGHRRNE AEEHERE
BEMBEERRL

AEBERABRESS  AEBES AR
RERE  ARBARFRD
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OTHER INFORMATION
Hih & ¥

Share Options i R A

Particulars of the Company’s share option schemes are set out AA R BREEINFEHWAT ¢

below:

(a) Share options granted on 23 December 2005 (a) R=BEBHEF+-A=+=ZBERHMNE

B #&

The following table discloses details of the Company’s TREER-_FTERF+_A=1T=H
options granted on 23 December 2005 under the Scheme REzBREFETZ2REE (BRES)
held by employees (including a director) and movement in BARARIBREFERNBANZEE :

such holdings during the period:

Number of share options

BRERE
Outstanding Exercised  Outstanding
at 1.4.2007 during at 30.9.2007
R-EELHF the period R=-ZTE2+HF
Category Date of grant Exercise price A—BH BR hB=+H
BE BT TEE HARTEHE THEHEE HATHEHEB
Director 23 December 2005 8.50 600,000 - 600,000
BEx —TERF
+-A=-+=8
Employees 23 December 2005 8.50 900,000 (500,000) 400,000
(== —ZEERF
+TZ-ZAZ-+=H
1,500,000 (500,000) 1,000,000

The options granted on 23 December 2005 may be NZFE
exercised in accordance with the following terms of the A% #E 0] 1R 4%
Share Option Scheme as to:

2005 to 22 December 2008, the fair value of each —miERE O BEREEROEE

==l

(a) one-third of the options commencing 23 December EENF+ A+ ZBITE=D

2z
option at the date of grant is HK$1.87; HZRAFEMF/IBTETL :

(b) one-third of the options commencing 23 December by AZEEXNF+_A-+=HZ=
2006 to 22 December 2008 with vesting period from EENE+ A -_+-_HIFFE=%H
23 December 2005 to 22 December 2006, the fair 2 HEREREETEHAR -
value of each option at the date of grant is HK$1.97; ERAF+_A-F+=HE_ZTZEX
and F+-HA-+-H BREERS
HEBZRAFEMGTH/197ET

P54
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Share Options (Continued) B (&)
(a) Share options granted on 23 December 2005 (a) R=ZFBHAFT+T=-A=+ZHERENE
(Continued) RiEE)
() one-third of the options commencing 23 December (0 ZEELF+ A+ =ZHEZ
2007 to 22 December 2008 with vesting period TENF+_A-tZRITE=S
from 23 December 2005 to 22 December 2007, the ZHEREREETERHR S
fair value of of each option at the date of grant is ERF+T-AZ+=AE=ZTZT Lt
HK$2.08. FT-A-+T=-H BREERD

(b)

HEHBZRAFEMTH208ETT

The closing prices of the Company’s shares immediately 7~ 2 A B {3 70 BB B 1T (2 B 09 A — R 2 IR
before the date which the options were exercised were as M EZT

follows:

Closing price before the date of exercise

TEPBERTE

Number of share options exercised HK$
REBEREETERROHBE BT
100,000 24.10
400,000 31.85
Share options granted on 3 October 2006 (b) R=ZZEEXE+A=-HRHENERE
The following table discloses details of the Company’s TEREBR_ZEZENFTA=ZARHZ
options granted on 3 October 2006 under the Scheme held EREFETCRE (REESR)EA
by employees (including directors) and movement in such NABBREFBERERBAZEE -

holdings during the period:

Number of share options

BREHE

Outstanding Outstanding

at 1.4.2007 Cancelled at 30.9.2007

R-ZZEZELHF during R-ZEZE+L &

Category Date of grant Exercise price A—H the period hBA=+H

BE T THEE HARTEHE HREBEBE HARITEHE

Director 3 October 2006 15.10 1,872,000 - 1,872,000
EE —FEXFTAZA

Employees 3 October 2006 15.10 3,456,000 (300,000) 3,156,000
BB —EERFE+A=A

5,328,000 (300,000) 5,028,000
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OTHER INFORMATION
Hih & ¥

Share Options (Continued)

(b) Share options granted on 3 October 2006 (Continued)
The options granted on 3 October 2006 may be exercised
in accordance with the following terms of the Share Option
Scheme as to:

(a) 1,576,000 of the options commencing 1 January 2008
to 31 December 2010, with vesting period from 3
October 2006 to 31 December 2007, the fair value
of each option at the date of grant is approximately
HK$4.13;

(b) 1,726,000 of the options commencing 1 January 2009
to 31 December 2010, with vesting period from 3
October 2006 to 31 December 2008, the fair value
of each option at the date of grant is approximately
HK$4.47; and

(c) 1,726,000 of the options commencing 1 January 2010
to 31 December 2010, with vesting period from 3
October 2006 to 31 December 2009, the fair value
of each option at the date of grant is approximately
HK$4.69.
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BREE)

b) RZZFEEANFTA=ZARENBERE
(%)
RIBZEXRFTA=ZAREZBRER
RIZIE R &) T A IRRITE -

(@ BZEENF—HA—HE-_ZE—ZF
F+ - A=+ —H77{£1,576,000
HEREREETEHH_-_TZT
NE+A=ZBE-_ZZT+F+=A
—+—H BREARLHEEZEBEZ
RNEE-BFTHLI3ET

b) BZZEZNF—A—HEZE-_Z—F
F+_-_A=+—H771%1,726,000
PR E N EETERR -
NE+TA=BE-_ZTEENE+_A
—+t—H EBREEELAREAZ
NEEGEFTAHIATET R

(0 BZE—ZEF—HF—Hz2_ZE—%
F+ - 8=+ — 871,726,000
BREEREREETERH-_FZ
NETAZHBE-_ZZAFE+_A
=+—H BREARLHEEZEBEZ
NEEHFTHBL69ETT °
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Directors’ and Chief Executives’ Interests and
Short Positions in Equity or Debt Securities

As at 30 September 2007, 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 SFO)) 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

EERFTETHRAERREAFERES
THEENERRAR

R-ZBZELFNANA=ZTH ARFAZEER
FTETRABEARRSEBREEAE (TR
REFLRBEGHIN(TEZRPEEMN]) E
TR KD HEROREST  #E
VWERBEESFIMERNE+TABFETRS
BNHREMNEARALRELEHAXIMA
RAR (TEXMMERESSIXRS (B
HIRBEES KPR RGOE BRI RE
XEFERERENREIRR) XREBEES LB
B 1555352 R B RE BRI RX IR PT 4R 1O & L i
NHBEHXAR X REBIMES LR
A(TETRAUND FREELETESFRHHN
BRI BN G A »w) MBS P e s ek

KRBT

HE
(a) AR E]EFREIEO 10T /9 & 8 K

Number of
ordinary shares
subject to options

granted under Percentage of

the Share the issued

Option Scheme share capital of

Number of BEREFEFHHY the Company

Name of director Capacity ordinary shares BREMS RN ERATE BT

EEnA v} ZEREE ZTEKREAE BRABDL

Lee Wan Keung Patrick Held by controlled 721,860,000 - 63.49%

B0k corporation (Note)
X %
#E (M)

Lee Man Chun Raymond  Beneficial owner - 492,000 0.04%
Fx ik EmEAA

Lee Man Bun Beneficial owner - 300,000 0.03%
ZF 3OH EmEAA

Li King Wai Ross Beneficial owner - 600,000 0.05%
FieE EmEAA

Poon Chung Kwong Beneficial owner 50,000 480,000 0.05%
ER N EmEAA

Wong Kai Tung Tony Beneficial owner 400,000 - 0.04%
FRUE EmEAA

Heng Kwoo Seng Beneficial owner 900,000 - 0.08%
il E=REAA

Note: These shares were held by Gold Best Holdings Ltd. (“Gold

Best”).

B =E

% % % 17 B Gold Best Holdings Ltd.

([Gold Best |) #H -
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Directors’ and Chief Executives’ Interestsand EZSRTIETBRAERBREAIEEES
Short Positions in Equity or Debt Securities FTREENERRAR (£)

(Continued)
Long positions (Continued) HE(E)
(b) Ordinary shares of the associated corporations of the (b) A2 AJHHE X B 6 & 37 g
Company
Percentage of
the issued share
capital of
Number of the associated
associated Number of corporation
Name of director Capacity corporation  ordinary shares EHEBEEEE
Esn g% HEBCEE S EZRERHEE BITREAEIWL
Lee Wan Keung Patrick  Beneficial owner Gold Best 51 51%
FER EmEEAA
Lee Man Chun Raymond Beneficial owner Gold Best 29 29%
Fx & EnEA A
Lee Man Bun Beneficial owner Gold Best 20 20%
F R EnEAA

Note: As Gold Best owns more than 50% interest of the Company,
Gold Best is an associated corporation of the Company
under the SFO. Gold Best is a controlled corporation of Mr
Lee Wan Keung Patrick under the SFO. The entire issued
share capital of Gold Best is owned by Mr Lee Wan Keung
Patrick, Mr Lee Man Chun Raymond and Mr Lee Man Bun
(all of them are directors of the Company). Mr Lee Wan
Keung Patrick and Mr Lee Man Chun Raymond, both of
whom are directors of the Company, are directors of Gold
Best.

GEE

i 72 Gold Best# A & 2 A150% M L
i BEZFEHFERBEKM - Gold
BestB A R RIM AR EZE - BIFE
s N EE 15 - Gold Best /& == 38 58
S 2 YR HIAE o Gold BestH) &
HEBTHRABRTERLLE  TX
BREREXREE (2HHAEERD
RIER)FE -FTERLERTXE
FHE(ZANERBARRESE) BGold
BestZ EE o

Save as disclosed above and other than certain nominee shares K FXFIHEBZEEIINNBR TETESEAIRS
in subsidiaries held by certain directors in trust for the Company, AMNRGEFHFFEAKRKXQARFTAEE THE QA
none of the directors or the chief executives or their associates K& TRMIN  R-_EELFHLA=+H -
had any interests or short positions in any shares, underlying S%® % - FETHAERESHHME AL
shares or debentures of the Company or any of its associated AR Tk HEMABESEE KD - HE
corporations as at 30 September 2007. Bk ESHS  BEEAERIORE -
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Substantial Shareholders

As at 30 September 2007, 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

FERR

RZBEZELFNAA=FTH  TIHAL(ER
BAESHAETETHRABRIIN EXRRAINE
BERTHRAREBEESLBMERDE + DA
F2REID WM E R R AR B WE DN E
BIORR C RIRBEEF LB E R F336 1%
MAETEECERARARZKFENER
MANERIORE

wR
AR E]FAREE0.10 BT B Z 8K

Percentage of the
issued share capital

Number of of the Company
Name of shareholder Capacity ordinary shares EARAFTE
RER M E g7} EEREE BITREABDL
Gold Best Beneficial owner 721,860,000 63.49%
BEHEERA
Lee Wong Wai Kuen Held by spouse (Note) 721,860,000 63.49%
FEEB mEREEE (K)

Note: Under the SFO, Lee Wong Wai Kuen is deemed to be interested
in these 721,860,000 ordinary shares as she is the spouse of Lee
Wan Keung Patrick, a director of the Company.

Save as disclosed above, as at 30 September 2007, 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.

M : REESFMPEHRD BRFEEREE

FER(ARFES)NEMB WERA
A 5% 721,860,000 % I i A% & 4 3% o

BREXFEEEN R_ZETLFAA=T
B SETAAL(RARAEFHETETH
AEBRIN FHEARRE  REEARANHK
MAEBRDPEBREZ S BB KD
FETHEBE2RFEIDHBORTAMARF
KENRAIOKR  HREEBS LHE KD
FE3BHMRECRBERNARAEZKFE
MERMANEDRIORE -

BEEREEA QT LESF

CARBHEEAMBLARMEEE N

HI A N
BOARRRMEMETES -
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Model Code for Securities Transactions

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as
set out in Appendix 10 to the Listing Rules as a code of conduct
regarding directors’ securities transactions. All the members of
the Board have confirmed, following specific enquiry by the
Company that they have complied with the required standards
set out in the Model Code throughout the six months ended 30
September 2007. The Model Code also applies to other specified
senior management of the Group.

Code on Cororate 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 2007.

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
2007.

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, 21 November 2007
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Lee & Man Paper Manufacturing Limited

5th Floor, Liven House, 61-63 King Yip Street
Kwun Tong, Kowloon, Hong Kong
Tel: 2319 9889 Fax: 2319 9393
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