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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

fBAAR S 2 E WA R

For the six months ended 30 September 2010 &&= — &

—ZEFEAA=THIEA

4

The board of directors of Lee & Man Paper Manufacturing Limited
(the "Company”) is pleased to announce the unaudited condensed

BEXGERAR AT ARADEESGMARD -
AR MEMBRR([AEE DEE_T—FF

consolidated results of the Company and its subsidiaries (the JL A=+ HIEAEAARECRIZEBLEESLE &
“Group”) for the six months ended 30 September 2010 together  [FELLEEFLOT -
with the comparative figures as follows:
Condensed Consolidated Statement of BHSEZEBRAR
Comprehensive Income
For the six months ended 30 September 2010 HE—_F-—FFAA=FHIEA
2010 2009
—E-BF —ETNF
(unaudited) (unaudited)
(RBER) (REgwEz)
Notes HK$'00_0 HK$:O@
i THET FET
Revenue WA 2 6,898,722 5,059,742
Cost of sales SHERA (5,659,228) (3,812,769)
Gross profit ESAl 1,239,494 1,246,973
Other income HMBA ) 135,951 92,625
Net gain (loss) from fair value changes ET LB TARFES
of derivative financial instruments EERF SR (BE) 4,162 (24,664)
Distribution and selling expenses DiHMHEE A (108,558) (119,965)
Administrative expenses ﬂﬂlﬁﬁﬁ (245,819) (204,760)
Finance costs BATERK R 3 (95,013) (96,238)
Profit before tax Bt &7 930,217 893,971
Income tax expense FSH = H 4 (90,965) (77,309)
Profit for the period LT ANpep ] 5 839,252 816,662
Other comprehensive income (expense) Hivp2Eas (M%)
Exchange differences arising on BEIRIMESEELZEYR
translation of foreign operations == 64,919 (14,587)
Gain on hedging instruments in ”ﬁ/EPI,E:‘:Ff SN2 P
cash flow hedges e 29,456 44,373
Cumulative loss on hedging instruments I%;%?iﬁﬁﬁﬁi%ﬁﬁi
reclassified to profit or loss upon BR8P TAEZRA
early termination 58 - 12,004
Other comprehensive income for the period ~ BF R E b 2 U %5 94,375 41,790
Total comprehensive income for the period  ER48 2 E Uiz 933,627 858,452
Dividends: %8 6
— Final dividend paid R kR 364,115 -
— Interim dividend declared — B HRE 273,377 250,224
HK cents
(restated)
HK cents B
AL (EFrsut)
Earnings per share GRAT 7
— Basic - 18.44 17.95
- Diluted —EE 17.89 17.95
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

& B %R & BA iR L 3k

At 30 September 2010 R-F—FFHNA=+H

30 September 31 March
2010 2010
—2-2F —E-TF
AA=+RA| ZA=+—H
(unaudited) (audited)
(REEZX) (JeFZz)
Notes HK$’000 HK$'000
P EE FHET FAT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME - BB NEE 8 12,768,309 12,401,446
Prepaid lease payments TEMHENIAE 375,368 373,826
Deposits paid for acquisition of BEME - BEER
property, plant and equipment and Kot {8 FRHE PR A
land use rights Hia 252,341 245,869
Interest in an associate N RIS 9 - -
Retirement benefit assets RINENEE 858 842
13,396,876 13,021,983
CURRENT ASSETS REBEE
Inventories PRy 10 1,980,682 2,203,858
Prepaid lease payments JENFEFRIE 7,722 7,670
Trade and other receivables FEUNE 5 N EAM BT 11 3,895,175 3,317,779
Amounts due from an associate A NI 438,646 437,753
Amounts due from related companies FEUN B a:E N R I8 33,395 58,683
Derivative financial instruments PTEPBTA 1,829 434
Tax recoverable AR EFIR 42,429 35,160
Restricted bank deposits BRHIBITIFR 1,908 1,908
Bank balances and cash RITEEB NI 714,604 625,244
7,116,390 6,688,489
CURRENT LIABILITIES REBEE
Derivative financial instruments PTEMBIA 77,918 120,836
Trade and other payables FERTE 5 REABERRK 12 1,987,138 1,954,831
Tax payable JERHEIE 56,053 69,811
Bank and other borrowings RITREMEE 3,816,862 2,473,383
5,937,971 4,618,861
NET CURRENT ASSETS REBEEZFE 1,178,419 2,069,628
TOTAL ASSETS LESS CURRENT EERERRBEE
LIABILITIES 14,575,295 15,091,611
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

& B %R & B FE iR L 3k

At 30 September 2010 R=-F—FFNA=+H

30 September 31 March
2010 2010
—F-FF —T%F
hWB=+H| =ZA=+—8
(unaudited) (audited)
(REE®R) (BEZ)
Notes HK$'000 HK$'000
B 5T FET FHET

NON-CURRENT LIABILITIES FREBEE
Derivative financial instruments PTEMBTA 21,327 21,910
Bank and other borrowings RITREMBES 3,429,224 4,599,316
Deferred tax liabilities EEFIEAE 374,011 319,539
3,824,562 4,940,765
10,750,733 10,150,846

CAPITAL AND RESERVES BRAEN @G
Share capital R& 2 13 113,865 113,770
Reserves i 10,636,868 10,037,076
10,750,733 10,150,846
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

AR IR EMER

For the six months ended 30 September 2010 # = —F—FF N H=1H1EEA

2010 2009
—E-EF —EThEF
(unaudited) (unaudited)
(RE&ER) (REeEZ)
HK$'000 HK$'000
FHExT FAET
Net cash generated from operating activities B EIRATSIR €55 818,185 1,068,115
Net cash used in investing activities WE TR e FRE
Acquisition of and deposits paid on BEWE  WEREER
property, plant and equipment ENEES (613,216) (235,195)
Prepaid lease payments TENEERIE (6,059) -
Advance to an associate BN (893) (126,196)
Interest received 2B 7,696 10,385
Other investing activities Hig&EEE 60,000 (19,621)
(552,472) (370,627)
Net cash used in financing activities BB EBFTRIR S T8
Net bank and other borrowings raised (repaid) £ ({&:i8 )17 R M EF EEE 173,387 (1,849,081)
Net proceeds from issue of shares through BIBI TR E M BT
exercise of share options FriS s F R 14,375 -
Dividends paid EARIARE (364,115) -
(176,353) (1,849,081)
Net increase (decrease) in cash and R4 NMIBESEEYIEN
cash equivalents (R ) 588 89,360 (1,151,593)
Cash and cash equivalents brought forward R RI\EEEMEARI LR 625,244 1,659,444
Cash and cash equivalents carried forward RekReEEBWHEE
represented by bank balances and cash ERIRITESR RIS 714,604 507,851
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

& B %R B A i A Ep 3k

For the six months ended 30 September 2010 # = —F—ZFF N H =1 H1EEA

8

Share
Share Share  options Translation Hedging Capital Legal Special Other  Retained Total
capital  premium reserve reserve reserve contribution  reserve reserve reserve profits equity
BRE EE
BE  RODOEE s EHRME HRE  E0ER ARE  BIRE HitRE 25EA Ed 33
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT TAT FET AT FEx FAEx AT AT AR TAr TAER
At 1 April 2010 —Z-ZFMA-H 113,770 4,357,745 62,581 846,196  (113,972) 12,552 97 (2,999) (12,060) 4,886,936 10,150,846
Exchange differences arising S/ EBEBRFTEL
on translation of foreign ~ ZEXRZHE
operations - - - 64,919 - - - - - - 64,919
Gain on hedging instruments ¥ TAFREHE
in cash flow hedges HiEaR - - - - 29,456 - - - - - 29,456
Other comprehensive HAHtEEBA
income for the period - - - 64,919 29,456 - - - - - 94,375
Profit for the period HREF - - - - - - - - - 839252 839,252
Total comprehensive income HiRA2EKHERHZ
and expenses for the
period - - - 64,919 29,456 - - - - 839,252 933,627
Exercise of share options ~ {T{ERBR#E 95 14,280 (4,218) - - - - - - 4,218 14,375
Recognition of equity-settled %4 B R EX
share based payments FOERR - - 16,000 - - - - - - - 16,000
Dividends paid RE - - - - - - - - - (364,115)  (364,115)
At 30 September 2010 —Z-BFHhA=TH 113,865 4,372,025 74,363 911,115 (84,516) 12,552 97 (2,999) (12,060) 5,366,291 10,750,733
At 1 April 2009 —ZTNFNA—A 113,738 4,352,945 8,107 881,218 (187,861) 12,552 49 (2,999) (12,060) 3,301,156 8,466,845
Exchange differences arising SN EBHEBEFES
on translation of foreign JEAER
operations - - - (14,587) - - - - - - (14,587)
Gain on hedging instruments ~ ¥F TAHREEHE
in cash flow hedges hse - - - - 44,373 - - - - - 44,373
Cumulative loss on hedging ~ EHRRAILTMEH DB
instruments reclassified FRANZHHRIA
to profit or loss upon early 2518
termination - - - - 12,004 - - - - - 12,004
Other comprehensive income IR E 2 ERA
for the period - - - (14,587) 56,377 - - - - - 41,790
Profit for the period HRRF - - - - - - - - - 816662 816,662
Total comprehensive income  HiR# 2 ERERES
and expenses for the period - - - (14,587) 56,377 - - - - 816,662 858,452
At 30 September 2009 ZTTAFNA=1HR 113,738 4,352,945 8,107 866,631 (131,484) 12,552 49 (2,999) (12,060) 4,117,818 9,325,297
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
] B A 5 B A5 R 2 P

For the six months ended 30 September 2010 # = —F—FF N H=1H1EEA

Basis of Preparation and Principal
Accounting Policies

The unaudited condensed consolidated 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 (HKICPA).

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

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 2010.

In the current interim period, the Group has applied, for
the first time, the following new and revised standards,
amendments and interpretations (“new and revised HKFRSs")
issued by HKICPA.
HKFRSs (Amendments)  Amendment to HKFRS 5 as part of
Improvements to HKFRSs 2008

RBEERTESTEER

HAREEZERARE M HHRRDIERERE
BMEXZMBRARESF EMRA( £EH
REIDMES6mE 2 ERRERENRER
GEIEAG([BEGAMAG EMZE
ABEFHER ([ BB EFHER ) F 3457 H1
PATERE IMARS -

ARG B TS REIRE £ R AA R
WETHBTANREM Y, BIEERAT
BRI -

ARG TR B REAEANE
AR BASKERE_T-TF=A
=+ BHUERFRHHRRAEAE R -

REA - AEBEEXRABE BT
REEME THNHAT RASIERTEER - (EFT
LB ([#a] REERTBEEM B REE
A1) e

HKFRSs (Amendments)

HKAS 27 (Revised)

HKAS 32 (Amendment)
HKAS 39 (Amendment)
HKFRS 1 (Amendment)

HKFRS 2 (Amendment)

HKFRS 3 (Revised)

HK(IFRIC)-Int 17

Improvements to HKFRSs 2009

Consolidated and Separate Financial
Statements
Classification of Rights Issues

Eligible Hedged Items

Additional Exemptions for First-time
Adopters

Group Cash-settled Share-based
Payment Transactions

Business Combinations

Distributions of Non-cash Assets to
Owners

BN MEER  HEBBRELER
(EETA) ESRMISEIER
—ETN\FEE
B TSR 2Rl ph
7y —EB1%
BAMBMEER H_TTNFEE
(BETA) B ISR 2RI
B
AR 4RE RIB SRR
E275% (K&1585T)
AL Gy oba:l
325 (IBETA)
AL HEREHIEE
3958 (IBETAN)
BB REER  BHRAE AT
B (EFIA) B
B REED EEUBEEEN
E25 (BT A) LARR 1D B ERE R S
R 5
BAMBMEER  HEBKEH
B35 (KHEET)
A (BBREB®E MESADIERE
ZEZEg)- ReEE
HEE1TR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
] B A 5 B S R 2 P

For the six months ended 30 September 2010 # = —F—ZFF N H =1 H1EEA

10

Basis of Preparation and Principal
Accounting Policies (continued)

The Group applies HKFRS 3 (Revised) Business Combinations
prospectively to business combinations for which the
acquisition date is on or after 1 April 2010. The requirements
in HKAS 27 (Revised) Consolidated and Separate Financial
Statements in relation to accounting for changes in ownership
interests in a subsidiary after control is obtained and for loss
of control of a subsidiary are also applied prospectively by the
Group on or after 1 April 2010.

As there was no transaction during the current interim period in
which HKFRS 3 (Revised) and HKAS 27 (Revised) are applicable,
the application of HKFRS 3 (Revised), HKAS 27 (Revised) and
the consequential amendments to other HKFRSs had no effect
on the condensed consolidated financial statements of the
Group for the current or prior accounting periods.

Results of the Group in future periods may be affected by
future transactions for which HKFRS 3 (Revised), HKAS 27
(Revised) and the consequential amendments to the other
HKFRSs are applicable.

The application of the other new and revised HKFRSs had no
effect on the condensed consolidated financial statements of
the Group for the current or prior accounting periods.

The Group has not early applied new and revised standards,
amendments or interpretations that have been issued but are
not yet effective. The directors of the Company anticipate
that the application of other new and revised standards,
amendments or interpretations will have no material impact on
the results and the financial position of the Group.

RREERTESTHERE)

AEBREBERAKEREGEEMBHREE
A3 RER] I EB a0t ERANKER
HAE-_T-—ZFENA-BRZBNEBLSE
Bf - REBETRBRAKERZHE—F—
TN A — B AR B HR 46 #) B fE £k
BAAGRTERE 27 (EIED MR 6 BT
BATEERE JNE AR B A R
BEERNEE AN K ELIE QBT
N SR ERIZHER -

HREATHHEAL BT EUBRELE
I35 (RIER]) BB G ERISE275%
(REFT)ERNRS - BAit - BFREEY
BmEERIE 3R (EIERT) RE B & ER
SE275% (FAERT) DA R A bt i 6 HL Ath &5 78 B
B & ERIFT R L IS RT 8 AN SR B A1)
Bt et RN ERES M RRLE

B/ 48R
mE

EFEMBHRELRNEIR(EET)RELES
FHERNEE 2757 (RAERT) A R Rk 1 5 H
BAREMBREERFELOETERNR
P B2 - ElRN SV EES

==
4 o

FEREAMFH R EETNE BB RS %
A A EE AR B E ST HE 2 Mg
BMBMARLELE -

AEEIHEE R A C B ERRERD
Al S ERTER - BT K2k - AKE
EETAHEAEMINGT REERTER - &
IR RBUAREZ XA RMBEHORL &
BEARE -
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Segment Information
Segment revenue and results

The following is an analysis of the Group’s revenue and results

by reportable segment.

Six months ended 30 September 2010

kL ONSES
AT RAEERIRENDBRARFED
#r

ZE-ZEFAA=FHIEA

Paper Pulp Consolidated
#HoR V%3 wEe
HK$'000 HK$'000 HK$'000
FHET FHET FHET
REVENUE A
External sales HHNYE 6,648,088 250,634 6,898,722
SEGMENT RESULTS DEEE 993,692 22,630 1,016,322
Net gain from fair value changes of HE{T4E & T AN T(E
derivative financial instruments HEEENF SR 4,162
Unallocated corporate income Pk /NI PN 7,696
Unallocated corporate expenses ROz RAEIEH (2,950)
Finance costs B #5 Rk ZR (95,013)
Profit before tax MR BT &LF 930,217

Six months ended 30 September 2009

ZEENFARA=FHIUMEA

Paper Pulp Consolidated
R i o)
HK$'000 HK$'000 HK$'000
FAET FET FAET
REVENUE WA
External sales o E 4,881,743 177,999 5,059,742
SEGMENT RESULTS DEEE 1,052,895 (45,888) 1,007,007
Net loss from fair value changes of Ef{TAB ST EAFE
derivative financial instruments B A R)FE R (24,664)
Unallocated corporate income K2 REIRA 10,385
Unallocated corporate expenses ROz AEIZH (2,519)
Finance costs B RKAR (96,238)
Profit before tax bR & F 893,971
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
] B A 5 B S R 2 P

For the six months ended 30 September 2010 # = —F—ZFF N H =1 H1EEA

12

3. Finance Costs

3. HMBRA

Six months ended
30 September
BEAA=+THLEREA

2010 2009
—E-ZF —ETNF
HK$'000 HK$'000
FET FiET
Interest on bank borrowings wholly REFRBEEEZRIT
repayable within five years BEEME 130,463 122,521
Interest on notes payable ENZEBZFE - 12,042
Total borrowing costs BIEE R A 130,463 134,563
Less: amounts capitalised in property, BE - ME BEREREZ
plant and equipment BERbeEE (35,450) (38,325)
95,013 96,238

Income Tax Expense

4. FEHZH

Six months ended
30 September
BENA=+HILREAR

2010 2009
—E-ZF T NF
HK$'000 HK$'000
FHT T
Income tax recognised in profit or loss: PR AR 2 FIET -
Current tax WEWIE
— PRC Enterprise Income Tax — R EMER 36,492 3,906
Deferred tax in respect of: PLA TN EIBFTE £ RRETRIA
— accelerated tax depreciation —IRIETIRYTE 54,473 40,652
— tax losses —HiIEEE - 32,751
90,965 77,309

The Group’s profit is subject to taxation from the place of its
operations where its profit is generated. Taxation arising in
other jurisdictions is calculated at the rates prevailing in the

relevant jurisdictions.

SEZAMBEIRBENBEENEE )
BANTRIR - B & B0 [ m) B3 78 R IR (8 5
EEME 2 R EETE o
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Income Tax Expense (Continued)

PRC

The subsidiaries in the PRC are entitled to exemption from PRC
Enterprise Income Tax (“EIT") for two years starting from their
respective first profit-making year, followed by a 50% relief for
the three years thereafter (“Tax Holiday").

All the Group’s PRC subsidiaries were within the tax exemption
period during the six months ended 30 September 2010 and
were therefore not subject to EIT for the period except the
following:

The tax exemption period of a subsidiary, Chongging Lee &
Man Paper Manufacturing Limited expired on 31 December
2009 and its applicable preferential tax rate is 12.5% for the
period from 1 January 2010 to 31 December 2012.

The tax exemption period of a subsidiary, Guangdong Lee &
Man Paper Manufacturing Limited (“Guangdong Lee & Man")
expired on 31 December 2008 and its applicable preferential
tax rate is 12.5% for the period from 1 January 2009 to 31
December 2011. Besides, pursuant to approvals from the PRC
tax authority, Guangdong Lee & Man was exempted from
EIT for income that resulted from the purchase of plant and
equipment manufactured in the PRC by Guangdong Lee & Man
for both periods ended 30 September 2010 and 30 September
2009. The tax exemption are calculated with reference to 40%
of the cost of the qualifying plant and equipment approved
by the relevant tax authority. Guangdong Lee & Man does not
have any EIT tax payable in the current year as a result of such
tax exemption.

The tax exemption period of a subsidiary, Jiangsu Lee & Man
Paper Manufacturing Company Limited (“Jiangsu Lee & Man")
expired on 31 December 2006 and it is subject to a reduced
tax rate of 9%, 10% and 22% for the calendar years of 2008,
2009 and 2010, respectively.

NEBH(E)
HE
MNRPENHERRNE B B RENFE

B HPEECRMEHRME  RR=F
FR(BHER])

HE_ZT-ZTFAA=FTHLENEAR
RER B P BB A RS 2 B RN R E
2 At BASATEEEMER K
RIS

WEBAREERE CGERBR AR ZHIER
%%Eﬁ_77h¢+ A= + EF
_¢+ ﬂ + E%ﬁz REE
RA12.5% ©

BB AR EREGERBR AR ([[ERIE
X ZHERRPER_ZZENF+_A
=+t—HE®m MEA-ZTZTNF—A—
Az F+-A=+—RHHHEz#
FEEMEE125% b - RIEFET
T B - BRIEXEEE AT
ERENRBEREEE T —ZFNA
—TARZZEENFNA =18 I-F{EH
N2 EEFEH - HIBBREUARARE &
BEKAL0% L2 EFE - WEB AT B
BiHE - AZEHERAEER  EREX
AAFEE W EARBENZ BEFBH -

M A RNIERIESGERBR A AN ([T &S
YDZ&E%%%EF;77A¢+ H
Zt—HE®m MEA=ZZTZN\F -
TAR T —TEFED %&Eﬁﬁm+
9% ~ 10% 22 % EF
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
8 BR = = B %5 R a3 P

For the six months ended 30 September 2010 #Z —F—ZF /LA =+HI1F5EA

14

Income Tax Expense (Continued)

PRC (Continued)

The Tax Holiday of a subsidiary, Dongguan Lee & Man Paper
Factory Co Ltd (“Dongguan Lee & Man") expired on 31
December 2005 and it was subject to a preferential tax rate
of 18% and 20% for the calendar years of 2008 and 2009,
respectively. Based on the Guofa [2007] No. 39 released by the
State Council of the PRC on 26 December 2007, Dongguan
Lee & Man was entitled to such preferential treatment as its
investment exceeds US$30,000,000 with a long pay-back
period. On 14 December 2009, Dongguan Lee & Man was
named as one of the 2009 Guangdong Province New and High
Technical Enterprise (EBHR& m#THMi{2). According to the
PRC Law on Enterprise Income Tax promulgated on 16 March
2007, Dongguan Lee & Man is entitled to a concessionary rate
of income tax at 15% over 3 years, beginning on 1 January
2009.

Under the Law of the People’s Republic of China on Enterprise
Income Tax (the "EIT Law”) and Implementation Regulation of
the EIT Law, the tax rate of the PRC subsidiaries is 25% from
1 January 2008 onwards. The EIT Law and Implementation
Regulations increase the tax rate for the Group's PRC
subsidiaries to 25% with effect from the expiry of the Tax
Holiday and in the case of Jiangsu Lee & Man and Dongguan
Lee & Man, they are on a progressive basis over a period of five
years.

Malaysia

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

Macau

The Macau subsidiaries incorporated under Decree-Law no.
58/99/M are exempted from Macau complementary tax
(Macau income tax) as long as they comply with the relevant
regulations and do not sell their products to a Macau resident.

Vietnam

The Vietnam subsidiaries are subjected to Vietnam Corporate
Income Tax at a maximum rate of 25%. No provision for
Vietnam Corporate Income Tax has been made for the year as
the Vietnam subsidiaries incurred losses for the period.
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Income Tax Expense (Continued)

Hong Kong

During the year ended 31 March 2010, the Hong Kong Inland
Revenue Department (“IRD"”) commenced a field audit exercise
on the Hong Kong tax affairs of certain subsidiaries of the
Company. In March 2010, the IRD issued protective profits tax
assessments of HK$156,975,000 (including assessments issued
on a duplicate basis of HK$104,650,000) relating to the year
of assessment 2003/2004, that is, for the financial year ended
31 March 2004, against certain subsidiaries of the Company.
During the period, the IRD agreed to hold over the tax claimed
completely while the Group purchased tax reserve certificates
amounting to HK$17,400,000.

The directors believe that no provision for Hong Kong Profits
Tax in respect of the above mentioned protective assessments
is necessary. In addition, as far as the Directors’ are aware, the
inquiries from the IRD are still at a fact-finding stage and the
IRD has not yet expressed any formal opinion on the potential
tax liability, if any, because the tax investigation has not
completed.

The Group's profit is subject to taxation in the place where
its profit is generated. Taxation arising in other jurisdictions is
calculated at the rates prevailing in the relevant jurisdictions.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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For the six months ended 30 September 2010 # = —F—ZFF N H =1 H1EEA
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A final dividend of HK8.0 cents per share was paid in respect
of the year ended 31 March 2010 (2009: no final dividend was
paid for the year ended 31 March 2009) to shareholders during

the current period.

The Directors determined that an interim dividend of HK6.0
cents per share (2009: HK5.5 cents per share) should be paid
to the shareholders of the Company whose names appear in
the Register of Members on 26 November 2010.

5. Profit for the Period 5. HREF
Six months ended
30 September
BEAA=1+THLXMEA
2010 2009
—E-=F —ETNEF
HK$'000 HK$'000
FET FAT
Profit for the period has been arrived HR 2RI
at after charging:
Directors’ emoluments Bl 19,072 3,926
Staff salaries and other benefits, excluding B IT#H & NEMAEF
those of directors TERFES 197,110 160,902
Contributions to retirement benefit IRIRAEHFTEIHK
schemes, excluding those of directors THIEESE 14,222 12,798
Total employee benefit expense 8 TR A AR %E 230,404 177,626
Amortisation of prepaid lease payments AN HERIEH 3,436 2,998
Cost of inventories recognised as expense  FEKANER A H 5,659,228 3,812,769
Depreciation of property, plant and ME - HMEK
equipment BETE 262,393 234,983
Loss on disposal of property, plant and HEYWE  BE&
equipment RBEERNEE 482 634
Operating lease rentals in respect of Ty RABFHE
land and buildings ZHEMRS 2,306 1,768
and after crediting (in other income): WEFFA(EAUA) -
Income from steam and electricity provided 3243% & &5 S U 39,262 35,307
Income from wharf cargo handling LETEEEE YA 21,913 28,769
Interest income from banks RITHEUA 7,696 10,385
Net foreign exchange gains FERSE - 16,955
Value added tax refund BEFRER 37,415 -
Dividends 6. BRE

A RKE-_T-TF=A=1+—HIF

[ &A8.0/8 L2 REARLE

ZTThE =

ZENF=ZA=+—HIEFETERER

BRETRIR -

E R RRSRE 052 P RS (=T
FNEF  SSBINRTE-F-FFT—A
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Earnings Per Share 7. SREA
The calculation of basic and diluted earnings per share “ﬂ%:ﬁ?&ﬁﬁ)\ﬁﬁﬁﬁ%$&§ﬁ%%ﬂﬁ
attributable to the equity holders of the Company is based on RSB R

the following data:

Six months ended
30 September
BENAA=+THLREA

2010 2009
b 2 —TThEF
HK$'000 HK$'000
FET FAT
Earnings for the purpose of basic and AU ESRERREERT
diluted earnings per share A 2 839,252 816,662
2010 2009
—E-EF —EThEF
Number of Number of
shares shares
REOER iz iner 8
Weighted average number of ordinary RAUFTESRERRTN
shares for the purpose of basic earnings - 3E AR N RE S B
per share 4,551,564,927 | 4,549,521,648
Effect of dilutive potential ordinary shares:  E@AGBEB ST E
Share options B IS A 140,150,950 -
Weighted average number of ordinary BT E SIS AT
shares for the purpose of diluted earnings I 3@A% HNAE F I EL
per share 4,691,715,877 | 4,549,521,648
The weighted average number of ordinary shares of the six FEEHE-EEAFAA=ZTHIEAEA
months ended 30 September 2009 for the purposes of basic BRERNREERT 2 LB INETFIE
and diluted earnings per share has been adjusted to reflect the BERAE  LREEODFHTZE -
effect of share subdivision.
The computation of diluted earnings per share for the six BE_ZZhAFNA=Z+HLEANEARZE
months ended 30 September 2009 does not assume the fe# A A R ET & W EmET ARE B HART
exercise of the Group’s outstanding share options as the FRERE  AAETERENTFEES
exercise prices of certain options are higher than the average RSB FEHERRITESE THERE Z G

market price and also the performance conditions for the HAREFENK -
exercise of certain options were not met.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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For the six months ended 30 September 2010 # = —F—ZFF N H =1 H1EEA

8. Additions to Property, Plant and Equipment 8.

During the period, there were additions of HK$607 million
(six months ended 30 September 2009: HK$215 million) to
property, plant and equipment to expand its operations.

A AEME  BELEXHEOITEST
(BE-_ZZAFAA=+THIENEA :
215(B87T) - LAFRRER -

9. Interest in an Associate 9. HEQRED

30 September 31 March

2010 2010

—E-2F —T-TF

hB=+B | =ZA=+—H

HK$’'000 HK$'000

FERT FHET

Cost of unlisted investment FEETIRE KA 1 1

Share of post-acquisition results and JEMRW B R R E R EMEE

other comprehensive income Weas (1) )

Details of the Group’s associate at 30 September 2010 and 31
March 2010 are as follows:

RZZE—ZEFAA=THRZZE-TH=
A=t+—RAKEBERFFEOT -

Effective interest

in the issued
Place of share capital held
Form of business incorporation Issued and fully indirectly
Name of associate  structure and operations paid share capital BEEEERT  Principal Activity
BENRER XBEBIA RUREEHE BRTRAERK REERER IEED
Fortune Sight Group  Incorporated British Virgin Islands ~ Ordinary shares - 19%  Investment holding in a PRC
Limited ("FSGL") Bz REAARES US$1,000 subsidiary engaging in the

EBI-1,000%7T

On 7 June 2010, the Group entered into agreements with
Resource Management Service, LLC (“RMS”), an independent
private timberland investor, to dispose of the Group’s entire
investment in FSGL, an associate of the Group, and transfer
the amounts due from FSGL to RMS, at a consideration of
approximately HK$410,700,000. The transaction has been
completed on 29 October 2010.

18
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10. Inventories 10. F&
30 September 31 March
2010 2010
—E-EF —E-FF
hB=+H =A=+—H
HK$'000 HK$'000
FExT FET
Raw materials = 1,588,592 1,752,994
Finished goods BUAY T 392,090 450,864
1,980,682 2,203,858
11. Trade and Other Receivables 1. ERE S REMERR

30 September 31 March
2010 2010
—E-EF —E-FF
hA=+B| =ZA=+—H
HK$’000 HK$'000
FHET T
Trade receivables FEIE Z R 2,045,907 1,812,394
Bills receivables FEUWER 962,248 511,465
3,008,155 2,323,859
Prepayments for purchase of raw materials & & R EHFE I8 280,887 335,517
Other deposits and prepayments HEMETe MFENRUIE 265,137 251,288
Expenses paid on behalf of suppliers REFERTE R 135,700 166,563
VAT receivables FEWIE{ERIFRIA 46,049 66,208

Deferred consideration receivables for FEUR S B A RIELER (B
disposal of subsidiaries - 58,139
Other receivables H b el zhig 159,247 116,205
3,895,175 3,317,779

The Group generally allows its customers an average credit
period of 60 to 90 days. The following is an aged analysis of
trade and bills receivables presented based on the invoice date

at the end of the reporting period.

AEE—RETEPHFHEEDR/60A
£90H - TRARERENRERAH

W E Z IR M R BRER D

i
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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For the six months ended 30 September 2010 # = —F—ZFF N H =1 H1EEA

11. Trade and Other Receivables (continued)

1. EWES REMBRR(E)

30 September 31 March
2010 2010
—E-=F —T-TF
hA=+8E —A=+—H
HK$'000 HK$'000
FET FAT

Aged: BRER -
Less than 30 days LR30H 2,202,492 1,661,081
31 - 60 days 31H -60H 658,541 379,278
61— 90 days 61H -90H 110,619 261,922
91 - 120 days 91H - 120H 11,624 11,192
Over 120 days 120BM 24,879 10,386
3,008,155 2,323,859

12. Trade and Other Payables 12. ERNEZREAMRR
30 September 31 March
2010 2010
—E2-2F —E-TF
AA=+B | =ZA=+—H
HK$'000 HK$'000
FET FAET
Current TED

Trade and bills payables ERNE SRR 1,443,655 1,094,287
Accruals ERE-4 119,309 224,408
Other payables Hih eI 424,174 636,136
1,987,138 1,954,831

The average credit period taken for trade purchases ranges
from 30 to 60 days. The following is an aged analysis of the
trade and bills payables presented based on the invoice date at

the end of the reporting period.
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12. Trade and Other Payables (continued) 12. BNEZRHEMRR(E)
30 September 31 March
2010 2010
—E-ZF —E-TF
hA=+H =A=+—H
HK$'000 HK$'000
FTHET FAT
Aged: BRER
Less than 30 days DRR30H 776,003 639,232
31 - 60 days 31H -60H 390,769 220,105
61 - 90 days 61H -90H 226,963 158,494
Over 90 days 90H M £ 49,920 76,456
1,443,655 1,094,287
13. Share Capital 13. BR&
Number of
ordinary shares Amount
ZEREAR &8
HK$'000
FAT
Authorised: JETE ¢
Ordinary shares of HK$0.025 each at R-E—ZTF=A=+—HNK
31 March 2010 and 30 September 2010 —ET-ZTFHA=1+H
FAE(E0.0258 TR E @AY 8,000,000,000 200,000
Issued and fully paid: BEITREUE -
Ordinary shares of HK$0.025 each at R-E—ZTF=A=+—H
31 March 2010 FAE(E0.0258TTH @AY 4,550,801,648 113,770
Exercise of share options TR RS 3,808,000 95
Ordinary shares of HK$0.025 each at RZZE-TFHA=+H
30 September 2010 SRMEE.025B T EBAY  4,554,609,648 113,865
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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For the six months ended 30 September 2010 # = —F—ZFF N H =1 H1EEA

14. Operating Leases 14. BEBED
The Group as lessee SEEREBA
At the end of the reporting period, the Group had RI|BEMR - AERERETAIHEN
commitments for future minimum lease payments under non- MEFLLEMAN AR BT REHES
cancellable operating leases in respect of land and buildings, Dk

which fall due as follows:

30 September 31 March
2010 2010
—E-ZF —T-TF
hB=+B | =ZA=+—H
HK$'000 HK$'000
FHET FAT
Within one year —E X 6,099 7,664
In the second to fifth year inclusive E_FEERFRN
(BEEEMWF) 20,122 26,827
After five years EHFE 239,022 245,245
265,243 279,736
Operating lease payments represent rentals payable by the KEHSEAEERIMWEEETHAE
Group for lands and certain of its office properties. For lands, WEREMOES - THOBEBFH =+
leases are negotiated for an average term of twenty years and F - HeNSTFE -  BAEMENHEE
rentals are negotiated every year. For office properties, leases T —F - BAESTE o
are negotiated for an average term of one year with fixed
rentals.
15. Capital Commitments 15. EAEIE
30 September 31 March
2009 2009
—EBNF —TThEF
hB=+B | =ZA=+—H
HK$'000 HK$'000
FET FAT
Capital expenditures contracted for but MEFTOERRGE M HRET
not provided in the consolidated financial ~ B{EERUENE AR
statements in respect of acquisition of:
— property, plant and equipment —BEYE  BEKEE 1,409,304 1,016,229
— land use rights — b A 6,354 19,347
1,415,658 1,035,576
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16. Connected and Related Party Transactions
The Group had the following significant transactions with
connected and related parties during the period:

16. BEREMALZXS
97 - S RS R AR A AT T AR
EPS TR

Six months ended
30 September
BEAA=1THLAEAR

2010 2009
—g-FE | —TTASF
Name of party Nature of transactions HK$’000 HK$'000
AEALERE XHHE FET FAET
Lee & Man Industrial Manufacturing Finished goods sold by the Group
Limited (Note i)
BYEEBRAR(H) SEEERKm 26,940 59,716
Income from steam and electricity
provided by the Group
SEREHEEREE N ZWA 1,517 1,822
Raw material purchased by the Group
SEBERME 994 727
Lee & Man Paper Products Limited Licence fee paid by the Group
(Note i)
BB BR AR (M) SEENFAESE 483 506
Jiangsu Lee & Man Chemical Limited ~ Income from steam and electricity
(Note ii) provided by the Group
TERIE S THR AT (M ati) SEEHZERRENZKA 27,980 34,847
Raw materials purchased by the Group
SEEBAZRME 6,680 5,305
FSGL Interest income accrued by the Group
EEEET A EWA 6,690 4,663
Notes: M5t -
(i)  The company is indirectly wholly owned by a daughter of Mr. Lee () FZARABRAAIES KRGS FER

Wan Keung, Patrick, a director and the ultimate controlling party

of the Company.

(i) The company is beneficially owned by Mr. Lee Wan Keung, (ii)
Patrick, a director and the ultimate controlling party of the

Company.

TEZ LA EEDEER -

FZARRARBERNREIES T FER
FEBRER -
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For the six months ended 30 September 2010 # = —F—ZFF N H =1 H1EEA
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17. Review of Interim Accounts
The condensed consolidated interim financial statements are
unaudited, but have been reviewed by the Audit Committee.

Interim Dividend

The Board has resolved to declare an interim dividend of HK6.0
cents (2009: HK5.5 cents, adjusted to reflect the effect of share
subdivision) per share for the six months ended 30 September 2010
to shareholders whose names appear on the Register of Members
on 26 November 2010. It is expected that the interim dividend will
be paid around 8 December 2010.

Closure of Register of Members

The Register of Members will be closed from 24 November 2010
to 26 November 2010, 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, Wanchai, Hong Kong for registration no later
than 4:30 pm on 23 November 2010.

17. EMYHHERE
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BUSINESS REVIEW AND OUTLOOK
EFOREKR RS

Business Review

With the outbreak of the financial crisis in 2008, the Group
endeavoured to reduce its debts and paid more attention to
financial risk management. The Group's strategy has been adjusted
accordingly to accelerate the current assets turnover and thus
achieve a healthy development. These initiatives have begun to bear
fruit as can be clearly seen in our results.

In the first half of fiscal year 2010/2011, our revenue has surged to
a record level of HK$6.9 billion, a year-on-year increase of 36.3%.
Net profit attributable to equity holders has also climbed to a record
of HK$ 839 million. Although the substantial increase in the prices
of waste paper, coal and other raw materials in the past year has
boosted our operating costs, the joint efforts of the entire staff have
enabled us to achieve an excellent performance in our procurement,
production and marketing, thereby improving our profitability. We
have continued as the leader in the containerboard industry in terms
of net profit per tonne. In another noteworthy development, during
the period, the Group has enlisted Nippon Paper as a strategic
shareholder. We believe Nippon Paper will bring substantial benefit
to the Group in the areas of product quality and new product
development in the foreseeable future.

Outlook

The Chinese domestic market has maintained its continuous growth
while the export market has also begun to recover. To meet the
rising market demand, we have planned to commence operation
of three new production lines in Chongqging and Hongmei in
Dongguan in 2011 with a total annual design production capacity
of 1.5 million tonnes. Leveraging Nippon Paper’s experience in
producing coated duplex board, we will dedicate one of the new
production lines to high-end coated duplex board, with an annual
design capacity of 600,000 tonnes, marking a breakthrough in the
Group's new product development. We will continue to adhere to a
course of “high-end, high value and high profit” in our new future
product development strategy.
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To optimise our business footprint in China, we have set up a new
production base in Jiujiang in Jiangxi Province. With the operation of
two new production lines commencing in mid-2012 with an annual
design production capacity of 900,000 tonnes, the Group's total
design production capacity will reach nearly 7 million tonnes, placing
the Group among the top three containerboard manufacturers in
the world. The compound annual growth rate of design production
capacity from 2010 to 2012 will be 20%. Meanwhile, we are also
seeking a suitable location in northern China for establishing the
first production base of the Group in the northern region, which will
help set a solid foundation for our sustainable development in China
in the long term.

The containerboard market has encouraging prospects in the next
few years. While pursuing sustainable development, we will also
endeavour to manage risk and maintain a healthy and reasonable
debt level. The Group has a strong operating cash flow, sufficient
to meet substantially capital expenditure incurred in capacity
expansion. We would like to express our gratitude to our partners
from various business sectors for their strong support, and will
continue our efforts in developing new markets, controlling costs
and optimising the Group’s capital structure to deliver better returns
to our shareholders.
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MANAGEMENT DISCUSSION AND ANALYSIS

EIRE Y R DA

Results of Operation

Revenue and net profit attributable to equity holder of the Company
for the six months ended 30 September 2010 was HK$6,899 million
and HK$839 million respectively, representing an increase of 36.3%
and 2.8%, as compared to HK$5,060 million and HK$817 million,
for the corresponding period last year. The earnings per share for the
period was HK18.44 cents as compared to HK17.95 cents (adjusted
to reflect the effect of share subdivision) for the corresponding
period last year.

Both the Group’s containerboard sales volume and net margin per
tonne were comparable to the corresponding period last year. The
increase in revenue was mainly attributable to the increase in the
Group's average selling price of containerboard.

Distribution and Selling Expenses and
Administrative Expenses

The Group's distribution and selling expenses decreased by
approximately 9.5% from HK$120.0 million for the six months
ended 30 September 2009 to HK$108.6 million for the six months
ended 30 September 2010.

The Group's administrative expenses increased by approximately
20.1% from HK$204.8 million for the six months ended 30
September 2009 to HK$245.8 million for the six months ended 30
September 2010 as a result of the expansion in the operation of the
Group during this period. The distribution and selling expenses and
administrative expenses represented about 1.6% and 3.6% of the
revenue, respectively, for the six months ended 30 September 2010,
and were both slightly decreased as compared to the year ended 31
March 2010.

Finance Costs

The Group's total borrowing costs (including the amounts
capitalized) decreased by approximately 3.0% from HK$134.6
million for the six months ended 30 September 2009 to HK$130.5
million for the six months ended 30 September 2010. The decrease
was mainly due to the decrease in average amount of outstanding
bank and other borrowings during the period.

Inventories, Debtors’ and Creditors’ Turnover
The inventory turnover of the Group’s raw materials and finished
products were 60 days and 13 days, respectively, for the six months
ended 30 September 2010 as compared to 82 days and 20 days,
respectively, for the year ended 31 March 2010.
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AR EAF R EBRITREMETRD -

FE BRI REMRREER
AEEHEE_ZT-ZFNA=THLEANEANER
B R EKMOTEREERS B A0KKI13K
B E T ZEF=A=1+—HItFELH 7|
82K 20K °
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The Group's debtors’ turnover days were 54 days for the six months
ended 30 September 2010 as compared to 60 days for the year
ended 31 March 2010. 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 55 days for the six months
ended 30 September 2010 as compared to 51 days for the year
ended 31 March 2010 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 2010
was HK$10,751 million (31 March 2010: HK$10,151 million). As
at 30 September 2010, the Group had current assets of HK$7,116
million (31 March 2010: HK$6,688 million) and current liabilities of
HK$5,938 million (31 March 2010: HK$4,619 million). The current
ratio was 1.20 as at 30 September 2010 as compared to 1.45 at 31
March 2010.

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 2010, the
Group had outstanding bank and other borrowings of HK$7,246
million (31 March 2010: HK$7,073 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) decreased from 0.64 as at 31 March 2010 to 0.61 as at 30
September 2010.

The Group's liquidity position continuously improved and the Group
possesses sufficient cash and available banking facilities to meet its
commitments and working capital requirements.

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
2010.

During the six months ended 30 September 2010, the Group has
used currency structured instruments, foreign currency borrowings
or other means to hedge its foreign currency exposure.

AEBBRE-_T-EFNAA=THLEABANE
WK EAEHASAR - HEBE T —TF=
A=1+—BILFERIR60XK o Lt fE U iR E
BHEAEERTEFPNFISREORTEN
EEHER -

AEBNENEREAEHBEE_T—TFNA
=t HIEREARSSK ﬁmﬁé T—FF
ZA=+—BUEFEARSIKR - Ll AR
B E R AR T AR B EERIATT -

RBES - WKEFRREREH

RZZE—ZTFNA=+H AEENBREESLE
%EZ%107.511%;‘%7%(:2—%@¢Eﬂ5+—5 :
1015188 7T) ° T-TFHLA=TH K
%.E"]//lu@éFLﬂ 16EBTL(ZE—FTF=
A=+—H :66.83EEL)  MAigha@Ea s
5938EAL(ZE—ZF=A=+—H :46.19
BET) c —E—TFNAZTHOARISLERE
120 —E—ZTF=F=+—HHA|A145-

K%E*&MW%FEMEiWE'M&¢%
FEMRRITRENEEBREERESN S E
B MRZZE-EZEFAA=1+AH" Zli'ilﬂﬁﬂ*ﬂ‘

BIRTEEMERAT246EET(ZE—2F=
A=+—8 :70.73E#%x) - ZFRITEEHRAK

REETHBRBREMN D FIEREAEE - K
SENFEAAGBLEE(EERBRRE KA
ZEMBARRER) AT —TF=HA=1—
HO.64 NEEZZT—ZFNA=1+HM0.61 °

ARENORBESMRFESLS - BEBTHEN
B K B A AV R T PR B A FE A SR 1B 0 R R
BEELHR -

REENRZNEBEETBZUARY BN
ENFE BE_Z-ZFAA=THILXE
A AEENEEIRDESRKEREXKEM
EERERERNHERTE -

BEZT-TFNA=THIEAEAR  KNEEH
REBHEBIA  INSEESHMBEEINE Y
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Employees

As at 30 September 2010, the Group had a workforce of more
than 7,200 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.

==
R-ZZE—TFNA=1TH A&KEHAFE7,200
HET - BEFMEFRERFIRF  Aed

FEH  BERYBERMSIMS RGBT RS

g AEBETRREBRHAGEI - AIRETE
BRARBEMERICA -
AEEWELREFNENRERE  TAGHES

AAHSEETY - ERERREREENE
TEATEHRRE - AEERESHHER
1 o

REERABRESS - AEEREAIBERT
FERHE - AR AR AR -
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Share Options fB R R
Particulars of the Company’s share option scheme (the “Scheme”) AN BT EI([5H 8 OFIEHNT
are set out below:

(a) Share options granted on 3 October 2006 (a) REBEBAFTAZERENBRE
The following table discloses details of the Company’s options TEREENR-_ZTRETA=ATEEAET
granted on 3 October 2006 under the Scheme held by Bz BiE - BE(BRER)FABLE
employees (including directors) and movement in such holdings HIERREIRN &

during the period:

Number of share options

BREA
Outstanding at
Outstanding at Exercised 30 September
1 April 2010 during 2010
Exercise R-ZE—FF the period HIZZE—ZF
Category Date of grant price MA—H HRTHE hA=+H
Hhl mEAH THEE ERTEHAE 8B e RITEEE
Directors 3 October 2006 3.775 3,808,000 (3,808,000) -
B —TERFtHA=H
Other employees 3 October 2006 3.775 1,680,000 - 1,680,000
Hitfg g —EERFETAZ=H
5,488,000 (3,808,000) 1,680,000
The options granted on 3 October 2006 may be exercised in RIZBEZERNFHAZHREZEREATR
accordance with the following terms of the Scheme as to: BETEI T HMEFRITE
(i) up to 6,704,000 of the options exercisable commencing 1 () HAZTEENF—HA—HE-_ZT—ZF
January 2008 to 31 December 2010, with vesting period +ZA=+—HA17{#/&%6,704,000
from 3 October 2006 to 31 December 2007, the fair BEERENEETEHRERA-_ZZ
value of each option at the date of grant is approximately NFE+A=ZBE-_ZT+F+A
HK$1.0325; =t—B BREERLBERZA

SEEXA1.032587T

(i) up to 14,008,000 of the options exercisable commencing iy A-ZEZENEF—A—HBHE_Z—
1 January 2009 to 31 December 2010, with vesting period TFEF+-_A=Z+—HATEEZ
from 3 October 2006 to 31 December 2008, the fair 14,008,000 i #) 5 s e B M =17 {5 HA
value of each option at the date of grant is approximately H-ZEZERNF+AZRAE_ZZTNF
HK$1.1175; and TZA=+—H BREEREAE

HZ AHELA1117587T 0 &
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(b)

(iii)

up to 21,312,000 of the options exercisable 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$1.1725.

Share options granted on 5 September 2008

The following table discloses details of the Company’s options
granted on 5 September 2008 under the Scheme held by
directors and movement in such holdings during the period:

(b)

BT ZEF—HA—HE_Z—
EF+_AZ+—BHUITEFERS
21,312,000 /s & i A= 4 Ko 18 17 {50
H-EEXNF+AZHE-_ZTTAEF
+ZA=+—H BEREERLAE
A2 AYELHE117258TT °

(iii)

R\ 7 A B ORA
TEREBER-ZT\FAABAHEET
B AR B A AR A B
B2 &

Number of share options

BRERE

Outstanding at
1 Apirl 2010 and
30 September 2010

Exercise R-EBE—FFNA—H
Category Date of grant price R-E-ZFHA=+H
Al g =R TEE M RITERE
Directors 5 September 2008 1.872 200,000,000
BF —ZEENFNAEREAB

The options granted on 5 September 2008 may be exercised in
accordance with the following terms of the Scheme as to:

(i)

(iii)

up to 66,666,668 of the options exercisable commencing
1 September 2009 to 31 August 2013, with vesting period
from 5 September 2008 to 31 August 2009, the fair
value of each option at the date of grant is approximately
HK$0.4075;

up to 133,333,332 of the options exercisable commencing
1 September 2010 to 31 August 2013, with vesting period
from 5 September 2008 to 31 August 2010, the fair
value of each option at the date of grant is approximately
HK$0.48; and

up to 200,000,000 of the options exercisable commencing
1 September 2011 to 31 August 2013, with vesting period
from 5 September 2008 to 31 August 2011, the fair
value of each option at the date of grant is approximately
HK$0.5325.

RIZEZNFAATARH ZBRETR
IEEt B T eV RRTTIE

() BZEZAFNLA—RAZ=Z_Z—=F
AR =+—HA A 77{# 5 % 66,666,668
AR R BE AR AE R IEETTE IR — TN
FNARHBE_ZEZNFNA=+T—
B BREEEEBZEAZAFEY
/30.4075%8 7T

H-ZT—ZFNLA—HE-_ZT—Z=F
NA=+—Ba1#5&%133,333,332
AR R BE AR R IEETTE IR — TN
FHLARHE-_Z—ZETFNA=1+—
B BEREEEEBZEAZAFEY
B0.488TT s &

H-F——FNAA-HRE-FT—=
AA=+—B7a{7{#5&%200,000,000
AR R BE AR AE R IEETTIE IR — TN
FNARHE-_ZE—FNA=+—
B BREEEEBZEAZAFEY
£0.5325%8 7T

(iii)
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The exercise of the options during the exercise periods
described in (i), (ii) and (iii) above, commencing from
1 September 2009 to 31 August 2013, are subject to
achievement of the pre-determined and specific profit targets
for the Group for each of the years ending 31 March 2009,
2010 and 2011 respectively.

Directors’ and Chief Executives’ Interests and Short
Positions in Equity or Debt Securities

As at 30 September 2010, 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 have taken
or deemed to have taken 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:

TEAFNA-BRE-T-ZFN
+— AR BTSN IR0,
(i) B (i) FRAAERS - ZRBA R BRI B
“REAF - CT-BER-F—F
ZASt-BLFEEF 2 EE R
BT

EERFETBAERBRARERESF
BENERRAR

RZE-ZTFNA=+TH ARQBZTEFHT
ETBRABEARRASEMABEZE(EERES
KBGO Z 5 R E R ) S+ R 8k) ik
0 MR D REST - BREABREES LM
EHROIETRAETIRFEIN AR EMERAF
NEBBARZ AR REN A ])H A REE
BIRR (BREREES B ERINAREIE
XHBARVER B EHANERIORR ) HRIERE 5
Ko BB 16451 55 352 1R FC BN B IR P #8 B R 1
MV m SOR R SARIEE X PrE S EMARRI(T £
AR BRESETIESFRZHARIGSUEAN
SARNB RS SORBIT -

iy
[ ]1

H

Long positions ®E
(@) Ordinary shares of HK$0.025 each of the Company (a) ARFFREEO.025F T EZER
Number of
ordinary Percentage of
shares subject the issued
to options  share capital
Number of granted of the
ordinary RHHBRE Company
Name of director Capacity shares SR EERDFE
EEpE 54 ZRREE ZEREE BITREAESL
Lee Wan Keung Patrick Held by controlled 2,333,145,241 - 51.23%
corporation (Note)
FER BREHEERE (FT)
Lee Man Chun Raymond Beneficial owner 1,968,000 120,000,000 2.68%
FX & BEHEAA
Lee Man Bun Beneficial owner 1,200,000 80,000,000 1.78%
R BmEAA
Poon Chung Kwong Beneficial owner 920,000 - 0.02%
BT EmEAA
Wong Kai Tung Tony Beneficial owner 600,000 - 0.01%
FRUR BEHEAA
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Note: These shares were held by Gold Best Holdings Ltd. ("Gold Best”).  Ff7¥ : 7% % J% 19 £ Gold Best Holdings Ltd. ([ Gold

Gold Best is a controlled corporation of Mr Lee Wan Keung Patrick Best| )68 o IREFHFKEBEKS - Gold
under the SFO. The entire issued share capital of Gold Best is owned Best/B 2@ 5t 4 2 AEHAE © Gold Best#)
by Mr Lee Wan Keung Patrick. Mr Lee Wan Keung Patrick is a 2HMEBITRABRFTERLEREF - TER
director of the Company and Gold Best. S ABANAE X Gold Best 7 E = o

(b) Ordinary shares of the associated corporations of the Company — (b) 7N G FEEEE B IR

Percentage of

the issued
share capital
of the
Number of Number of associated
associated ordinary corporation
Name of director Capacity corporation shares {hiEEEEZEE
EEnA g4 HEEE AR TERHE BITREABEIL
Lee Wan Keung Patrick Beneficial owner Gold Best (Note) 100 100%
FER BHEAA (Btat)
Note: Gold Best is an associated corporation of Mr Lee Wan Mtk © BIEFESFLRHEED - Gold Best B2
Keung Patrick under the SFO. The entire issued share capital B e AR AEE A E © Gold BestEy &
of Gold Best is owned by Mr Lee Wan Keung Patrick. Mr Lee WEBITIRARTEREAIEE - T
Wan Keung Patrick is a director of the Company and Gold BRI A AR AR RGold BestZ EE o
Best.
Save as disclosed above and other than certain nominee B EXFEEIINR TETESES
shares in subsidiaries held by certain directors in trust for the BEZAUEFEFARAR T FTEE TH
Company, none of the directors or the chief executives or BRARNETRGIIN RZZE—ZFFh
their associates had any interests or short positions in any A=+RH &% F2TBRAEREK
shares, underlying shares or debentures of the Company or EMBEATHMELERNQRRSKETMIAE
any of its associated corporations as at 30 September 2010. BORBORD - BEAROKESFR - &

BERRTOAR °

33

HIGEHFRAT 2010/11 hHERS



OTHER INFORMATION
Hih & ¥

34

Substantial Shareholders

As at 30 September 2010, 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$0.025 each of the Company

FERR

RZZE-—ZFAA=TH  TIHAL(KRARE
EREBTBAERIN EARR W LB H
BREBEFLMEGIFE T RAFE2RE3INE
HMEBRAARRFBENRRIAR - JIRIBEE
7 M E 1561 5 336 1R M E B iR BN AR IR
ZIEFENECMANERIORR

HE
KNG FFAREIEO.02 55 T B 24 AR

Percentage of the
Number of issued share capital

Name of shareholder Capacity ordinary shares  of the Company
EAEARE BT
B S 56 TERBE BABH L
Gold Best Beneficial owner 2,333,145,241 51.23%
E=MAA
Lee Wong Wai Kuen Held by spouse (Note i) 2,333,145,241 51.23%
TEBIB BEERA (A1)
Nippon Paper Group Inc Held by controlled corporation 546,153,559 11.99%
H ARSI (Note i)
B ESVEER A (Mati)
Dyna Wave Holding Asia Beneficial owner (Note ii) 546,153,559 11.99%
BB A (W)
Notes: Mz -
(i) Under the SFO, Lee Wong Wai Kuen is deemed to be interested in  (j) BIEBEAENBEERY  AREEEHEETEM

these 2,333,145,241 ordinary shares as she is the spouse of Lee Wan
Keung Patrick, a beneficial owner of the Company.

(ii) Dyna Wave Holding Asia is wholly owned by Nippon Paper Group
Inc.

Save as disclosed above, as at 30 September 2010, 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.

(ARREZHBAN)WES MR AREZ
2,333,145, 241 f% iR A Y RS o

(ii) Dyna Wave Holdings Asia/® B AN &4 2 &
Ao

B EXFREEI  RZE—TFNAA=+H"
BEEFAAL(RRARESRERTRABRIN
HMEART - REENRAHR KRR
BRERBEEFLREHRIETAEFE2REID
HHREARANRAWEOEDZIOAR - HRIE
B M E G E336GRNREC CHERART
BZEFENBRMARNERIAR
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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 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 2010.
The Model Code also applies to other specified senior management
of the Group.

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 2010.

Audit Committee

The Audit Committee of the Company comprised of one non-
executive director namely Mr Yoshio Haga and three independent
non-executive directors namely, Mr Wong Kai Tung Tony, Mr Peter
A Davies and Mr Chau Shing Yim David.

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 2010.

BEERREAQT LhES

HIA - AABSEEMME ARSI EEENER
RABHER EHRES

HHERH 2 EESFH
ARABERH ETRAM S0 LT AFE
ERTEFRXZHRETR([RETADIERE
SETEFR D ZTRE - ARBERAMEE
SRLABEHR  *REFERANBE=ZT
—ZFENA=ZTRIEZNEARSGETRESTRI
Pl < MEZER - 22T RITUERN AR E 2
ERREEE -

TEEAERTA

EEZRR ARAEREE_Z-TFEAA=T
BIEAREAR—EET ETHRRIME147E 2
EEEREARTRI(AD)

BE%EE®

ARARZEGREECR IR TES T ERE
SR =B IEITE B TRUR LA © Peter A
Daviesst & & JAEA L E AR -

BEZZERC HEEERNAREMRANES
RAIRER - WE A B EIE R FF M 5 B ¥R
S2H AT ERENAKEEE_T-ZFAh
A=1RIEAEA R REEZT BUHHRE -
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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
current members of the remuneration committee comprises Mr
Wong Kai Tung Tony, Mr Peter A Davies, Mr Chau Shing Yim David
(all of whom are independent non-executive directors) and Mr
Kunihiko Kashmia (executive director).

On behalf of the Board

Lee Wan Keung Patrick
Chairman

Hong Kong, 8 November 2010
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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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