B L&A RN

Lee & Man Paper Manufacturing Limited

(Incorporated in the Cayman Islands with limited liability) Stock Code: 2314
(B2 RS MR oL 2 ARA TR B fLat: 2314

- L

" For identification purposes only




CONTENTS
H &%

Corporate Information

NGIE-

Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

B aRE R EMEEKER

Condensed Consolidated Statement of Financial Position

RRRER A MR

Condensed Consolidated Statement of Cash Flows

BRRARERER

Condensed Consolidated Statement of Changes in Equity

B S EE BE

Notes to the Condensed Consolidated Financial Statements

26

RRRAR A MRS IR M RE

Interim Dividend/Closure of Register of Members

27

RHIRE,E IR B B

Business Review and Outlook

29

F 15 E R MR 2

Management Discussion and Analysis

32

ERE®m IO

Other Information

HAE R




CORPORATE INFORMATION
NG e

Board of Directors

Executive directors

Dr. Lee Man Chun Raymond SBs Jp (Chairman)
Mr. Lee Man Bun MH JP (Chief Executive Officer)
Mr. Li King Wai Ross

Non-executive director
Professor Poon Chung Kwong GBS JP

Independent non-executive directors
Mr. Wong Kai Tung Tony

Mr. Peter A. Davies

Mr. Chau Shing Yim David

Audit Committee

Mr. Chau Shing Yim David (Chairman)
Mr. Wong Kai Tung Tony

Mr. Peter A. Davies

Remuneration Committee
Mr. Chau Shing Yim David (Chairman)
Mr. Wong Kai Tung Tony

Mr. Peter A. Davies

Nomination Committee

Dr. Lee Man Chun Raymond SBs Jp (Chairman)
Mr. Chau Shing Yim David

Mr. Wong Kai Tung Tony

Mr. Peter A. Davies

Authorised Representatives
Dr. Lee Man Chun Raymond SBsS JP
Mr. Cheung Kwok Keung

Company Secretary
Mr. Cheung Kwok Keung

Registered Office
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

B

BTES

FXEELREHEE XA FL (L)
XU LB E X Tt (BEHTE)
FRERE

FHITES
BRNBIR S EHALZE X Pt

BIAEHTES
TR LA

Peter A. Davies5t 4
FBER S A

EREEY
BEK L E(FEE)
TR LA

Peter A. Davies¥t 4

FMEES
BEREE(FE)
TERUEREA

Peter A. Daviesst 4

REZEY

EXBIETREHES AT+ (F)E)
Bk A

TERUEREA

Peter A. Daviesst 4

RREAR
FXRELRENEE X THE
RS

NCIEES
SREIGR LA

SR

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

Lee & Man Paper Manufacturing Limited 2017 Interim Report




Principal Office
5th Floor, Liven House
61-63 King Yip Street
Kwun Tong

Kowloon

Hong Kong

Principal Bankers

In Hong Kong and Macau:
Hang Seng Bank

Standard Chartered Bank
Citibank, N.A.

HSBC

DBS

Bank of China (Hong Kong)

In the PRC:

China Construction Bank
Bank of China
Agricultural Bank of China

Auditor

Deloitte Touche Tohmatsu
Certified Public Accountants

Principal Share Registrar
And Transfer Office

SMP Partners (Cayman) Limited

3rd Floor, Royal Bank House

24 Shedden Road, P.O. Box 1586
Grand Cayman KY1-1110

Cayman Islands

Hong Kong Branch Share Registrar

and Transfer Office
Tricor Investor Services Limited
Level 22 Hopewell Centre

183 Queen’s Road East

Hong Kong

Website

http://www.leemanpaper.com

BB

B
#yE
WEH61-635%
Flae K E 54

FRARBRIT
BHERRM !
BARTT
BITIRTT
TEFEERTT
ELRTT
ERIRTT
REIRTT(EE)

FE :

B R IRTT
REIERTT

B R IRTT

BB A
=E) « =R GETEITT
HEBATAD

ETRRMBFERE

SMP Partners (Cayman) Limited
3rd Floor, Royal Bank House

24 Shedden Road, P.O. Box 1586
Grand Cayman KY1-1110
Cayman Islands

BEEROBFELTE

PEBRHFTRBERAR
BB

SEARER183
AR L2218

Fehil

http://Awww.leemanpaper.com

3

HEIEHRAFRAT 2017 FHiwRE




CONDENSED CONSOLDATED STATEMENT OF PROHT OR LOSS AND OTHER COMPREHENSIVE INCOME
iR S8 aE R A M2 EWE R

For the six months ended 30 June 2017 & Z201746 H30H 1-61E 5

EXGERBR AR ARRDEEEMALR -
ARBREMBAR([AKE)EE201756 A
30H LE6ME ARG ERBMALZAFEE - BRLE
Z;Fm

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 June 2017 together with the
comparative figures as follows:

Condensed Consolidated Statement of Profit
or Loss and Other Comprehensive Income
For the six months ended 30 June 2017

BHseEEREMEEKER
2201796 A30H 1-61EA

Six months ended 30 June

4

B Z=6H30H6EA
2017 2016
(unaudited) (unaudited)
(REEZR) (REEHEZ)
Notes HK$'000 HK$'000
B 5T FHExT FET

Revenue IoN 3 11,439,571 8,368,758
Cost of sales SHER A (8,361,053) (6,424,371)
Gross profit ES] 3,078,518 1,944,387
Other income E bl A 4 361,405 285,692
Other gains and losses Eﬁﬁl& SN EE 5 (17,540) 24,635
Distribution and selling expenses DENEEER (205,299) (113,790)
General and administrative expenses AE&THRER (515,330) (408,203)
Finance costs BAFSRR R 6 (81,176) (87,417)
Profit before tax BT B E R 2,620,578 1,645,304
Income tax expense FEFRZH 7 (426,947) (214,874)
Profit for the period HANZAF) 8 2,193,631 1,430,430
Other comprehensive income (expense)  H 2z (2 H)
ltem that may be reclassified HigrgeEFfoRE

subsequently to profit or loss: BmcIAE

Exchange differences arising on BEIRINEBEEZ

translation of foreign operations PE R =58 363,115 (857,523)

Total comprehensive income B4 2 EES

for the period 2,556,746 572,907
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Six months ended 30 June

B Z=6H30H6MEA
2017 2016
(unaudited) (unaudited)
(REEZR) (REEHEZ)
Notes HK$'000 HK$'000
B 5T FExT FET

Dividends: fz 2 9

— Dividend paid —BfKRE 496,830 432,950
— Interim dividend declared — R AR B 767,829 501,226
HK cents HK cents
B il
Earnings per share BRER 10 48.42 31.36

5

HEIEHRAFRAT 2017 FHiwRE




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

& B %R & B FE iR L 3k

At 30 June 2017 R20174F6H30H

30 June 31 December
2017 2016
201745 20164
6830H 12A31H
(unaudited) (audited)
(REER) (EZ)
Notes HK$'000 HK$'000
B 5T FHET FHET
Non-current assets FREEE
Property, plant and equipment ME - BB NEE 11 25,969,202 24,312,225
Prepaid lease payments TENEERE 885,326 877,980
Investment properties KEYE 365,976 371,409
Deposits paid for acquisition of property, BEW% « BKE REE
plant and equipment ﬁﬁﬁﬂ\/ﬁ 93,250 149,685
Interest in a joint venture EEER 12 - -
Loan to a joint venture é&ﬁ%‘*m 12 118,485 95,953
27,432,239 25,807,252
Current assets )ﬁ?ﬂﬁ&
Inventories FE 13 3,439,310 2,914,432
Prepaid lease payments BN EZE 19,975 21,111
Trade and other receivables rsqu%’%&ﬁmag—x 14 6,174,993 4,959,863
Amounts due from related companies FEUGREE N T8 20,453 21,730
Derivative financial instruments mi/i\ﬁ'ﬁlﬂ 13,446 231
Margin deposits REEFR - 1,450
Bank balances and cash R1T4 ﬁ?&iﬁﬁ 1,000,709 1,274,197
10,668,886 9,193,014
Current liabilities REEE
Trade and other payables FENE S NREMBERK 15 3,963,060 3,549,231
Amounts due to related companies JEREE N R 58 5,377 4,288
Derivative financial instruments TESRIA - 11,267
Tax payable FERRLIE 200,091 158,938
Bank borrowings RITEE 5,055,185 4,240,105
9,223,713 7,963,829
NET CURRENT ASSETS REEEZRE 1,445,173 1,229,185
TOTAL ASSETS LESS CURRENT EEHABRRBARS
LIABILITIES 28,877,412 27,036,437
NON-CURRENT LIABILITIES FEREBEE
Bank borrowings RITEE 9,168,291 9,306,737
Deferred tax liabilities RIEFIA R E 961,042 906,735
10,129,333 10,213,472
18,748,079 16,822,965
CAPITAL AND RESERVES R #E
Share capital A% A 16 112,916 113,642
Reserves HE 18,635,163 16,709,323
18,748,079 16,822,965
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

AR IR EMER

For the six months ended 30 June 2017 & Z201746 430H 1-61E 5

Six months ended 30 June

HZ6H30R16{EA
2017 2016
(unaudited) (unaudited)
(RE&ERK) (REEEZ)
HK$'000 HK$'000
FHET FAT
Net cash from operating activities AR TCPTSIR & H 5 1,417,740 1,839,154
Net cash used in investing activities WEEBITRAR F3E
Purchases of property, plant and equipment WEWE  BMENMEE (1,714,280) (1,851,010)
Loan to a joint venture BEDEENR (22,532) -
Payment for prepaid lease payments BRHEERIES L (5.537) (10,228)
Interest received EHFIE 3,894 12,159
Withdrawal of margin deposits REURB TR 1,450 3,203
Proceeds on disposal of property, HEWE - BEREE
plant and equipment FrS a8 1,078 777
(1,735,927) (1,845,099)
Net cash from (used in) financing activities mMEEEME(B)IRE T
Net bank borrowings raised (repaid) E£(BR)FRTERFHE 676,331 (1,002,586)
Dividends paid ERRE (496,830) (432,950)
Payment on repurchase of shares SAREAEE S (134,802) (92,874)
44,699 (1,528,410)
Net decrease in cash and cash equivalents ReRRSEBWR L FHE (273,488) (1,534,355)
Cash and cash equivalents brought forward He MRS BYEARI &% 1,274,197 2,958,656
Cash and cash equivalents carried forward Be MReFEMEE
represented by bank balances and cash RITHBR LIRS 1,000,709 1,424,301

/
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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 June 2017 & Z201746 H30H 1-61E 5

8

Share
Share Share Translation Capital Legal Special Other repurchase  Retained Total
capital  premium reserve contribution  reserve  reserve  reserve  Reserve profits equity
vl
BE  RORE EXRE ESEM iE0BE  RARG  EURE  BEORE  BEEN BREE
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
FiET FEL TEL TAT FEL FEL TEL FiET FiET TEL
At 1 January 2017 ®2017%181A 113,642 3,409,183  (930,239) 12,552 97 (2,999) (12,0600  (42,122) 14,274,911 16,822,965
Profit for the period BRER - - - - - - - - 2,193,631 2,193,631
Exchange difference arising ~ BEBMEBEE
on translation of ZERER
foreign operations - - 363,115 - - - - - - 363,115
Total comprehensive income i 2E i
for the period - - 363,115 - - - - - 2,193,631 2,556,746
Share repurchased and TRAR R Rt 8
cancelled (726)  (176,198) - - - - - 2,122 - (134,802
Dividends recognised as BRADRZKE
distributions - (496,830) - - - - - - - (496,830)
At 30 June 2017 R2017F6A4308 112916 2,736,155  (567,124) 12,552 97 (2,999)  (12,060) - 16,468,542 18,748,079
At 1 January 2016 #201651818 114,475 3,565,525 1,212,253 12,552 97 (2999 (12,060) - 12,346,344 17,236,187
Profit for the period ilara| - - - - - - - 1430430 1430430
Exchange difference arising BESNEBES
on translation of foreign ZERER
operations - - (857,523) - - - - - - (857,523
Total comprehensive (expense)  HIMZ2E (X H)
income for the period Wi - - (857,523) - - - - - 1430430 572,907
Share repurchased and RDBR R
cancelled (560)  (92,314) - - - - - - - (92874
Dividends recognised as AED KRS
distributions - - - - - - - (432,950)  (432,950)
At 30 June 2016 2016567308 113,915 3473211 354,730 12,552 97 (2,999) (12,060) - 13,343,824 17,283,270
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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 June 2017 & Z201746 430H 1-61E 5

Basis of Preparation

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

Principal Accounting Policies

The condensed consolidated financial statements have been
prepared on the historical cost basis except for derivative
financial instruments that are measured at fair values.

Except as described below, the accounting policies and
methods of computation used in the condensed consolidated
financial statements for the six months ended 30 June 2017 are
the same as those followed in the preparation of the Group’s
financial statements for the year ended 31 December 2016.

In the current interim period, the Group has applied, for
the first time, certain amendments to Hong Kong Financial
Reporting Standards (“HKFRSs”) and Interpretations issued
by the HKICPA that are mandatorily effective for the current
interim period.

The application of the amendments to HKFRSs and
Interpretations in the current interim period has had no
material effect on the amounts reported and/or disclosures set
out in these condensed consolidated financial statements.

AR
AERGREFBRRTIZREE G R
S([FREHAMAGEM 2 EEGE
BT A F G RBEABERS
FRAERAREZ MR ETHRR) MW
BB ERIBERE MRS

EREBR
AERAGEVBRRIZELKAERE
HER DB EZITES R T ARSI o

Br TP - AREUEIZ 201766 A30R 1
618 B 2 fSRRAR & B IS R R TR A & 51K
KRFTE R - EASEHE201656F12 A
AL FEVIEREMEAE 2 -

RARHEE - AREDBERXERABEL
R -F Ry NG k4 e
M E BB mEER (B HREE
A1) MaplEaE THER] »

RATHREEAZETEVHRE LR
K BERT St FMMAGE M mR AT
EHRzeBER LB EEERTEEX

B 48R
R o
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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 June 2017 & Z201746 H30H 1-61E 5

Revenue and Segment Information 3. BWARZBER
Segment revenues and results DERA R EE
Six months ended 30 June 2017 HZE2017F6H30H 1F61E A
Packaging
paper Pulp Eliminations Consolidated
B IS G
HK$'000 HK$'000 HK$'000
T T T
REVENUE KA
External sales LIOMEE 10,321,763 12,013 11,439,571
Inter-segment sales Pz REHE - 409,516 -
10,321,763 421,529 11,439,571
SEGMENT PROFIT 2HBH 2,508,036 231 2,720,390
Net gain from fair value changes of  $14 4B IEAR(E
derivative financial instruments BEBE 30,030
Unallocated income FABZIWA 3,876
Unallocated expenses AnHEzTH (52,542)
Finance costs BIsA A (81,176)
Profit before tax BRTAI2 R

2,620,578
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Revenue and Segment Information (continueq) 3. WARZEER (&)
Segment revenues and results (Continued) DEBMAREE(E)
Six months ended 30 June 2016 H=2016%F6A30H 1-61E A
Packaging Tissue Segment
paper Pulp paper total  Eliminations  Consolidated
ER i R GE =X HiiH )
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR T T THT THT T
REVENUE O
External sales HONMEE 7,825,479 131,145 412,134 8,368,758 - 8,368,758
Inter-segment sales P REHE - 142,284 - 142,284 (142,284) -
7,825,479 273,429 412,134 8,511,042 (142,284) 8,368,758
SEGMENT PROFIT 53R 1,640,021 1078 52,004 1,703,007 - 1,703,007
Net gain from fair value changes T4 R IEARE
derivative financial instruments 283 9,507
Unallocated income ANEZBA 48,728
Unallocated expenses AnEzTH (28,521)
Finance costs BN (87.417)
Profit before tax BRI AR 1,645,304
Other Income 4. HagA

Six months ended 30 June

B Z6H30H1E6{EA
2017 2016
HK$'000 HK$'000
FHBT T
Value added tax and other tax refund HEFR R SN H AR 214,060 157,527
Income from supply of steam and electricity /&% & &% 8 U 40,143 34,054
Income from wharf cargo handling LETFREEWA 25,193 27,453
Sales of materials and waste paper BERL R EEAR N E 20,612 16,315
Interest income from banks RITHBUA 3,894 12,159
Others HAith 57,503 38,184
361,405 285,692
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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 June 2017 & Z201746 H30H 1-61E 5

5. Other Gains or Losses 5. HttmKEE
Six months ended 30 June
B Z6A30H 1L6{EA
2017 2016
HK$'000 HK$'000
FET FAT
Net foreign exchange (loss) gain TR (BB s (46,237) 36,569
Net gain from fair value changes STHESBTAEARE
of derivative financial instruments BE)FW 30,030 9,507
Loss on disposal of property, HEWE - BER
plant and equipment [iEEE (1,333) (21,447)
(17,540) 24,635
6. Finance Costs 6. BRI
Six months ended 30 June
B Z6H30H 1L6{EA
2017 2016
HK$'000 HK$'000
FH&T FAT
Interest on bank borrowings RITEEFE 133,583 159,199
Less: amounts capitalised to property, = ME - BEK
plant and equipment B e ot (52,407) (71,782)
81,176 87,417

12
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7. Income Tax Expense 7. FEHZH

Six months ended 30 June

#Z6H30H LL61EA
2017 2016
HK$’000 HK$'000
FET FT
Income tax recognised in profit or loss: B AR 2 FISH
Current tax RNEATIE
— The PRC Enterprise Income Tax - RRBEMEH
("EIT") (T¥mEH) 372,751 153,287
(Over) under provision in previous year EF(FBEE) T B BHE
—The PRC EIT - PEEEMEHR (111) 1411
Deferred tax RIETIE
— Charge to profit or loss - FtABE 54,307 60,176
426,947 214,874
The Group's profit is subject to taxation from the place of its REB 2 BFERERFRIDMNEE S

operations where its profit is generated and is calculated at the BUNTRIE - BIRIEABREEERER
rate prevailing in the relevant jurisdictions. MELE -

The PRC ]

The Group'’s subsidiaries in the PRC are subject to corporate REBRFENMBAR ZERTLEMS

income tax at the rate of 25% except that five (2016: five) of
these subsidiaries are entitled to preferential rate of 15% for
the Group's financial year ending 31 December 2017.

Hong Kong

No provision for taxation in Hong Kong has been made as the
Group’s income neither arises in, nor is derived from Hong
Kong.

MK H25% @ MEFAM(20164F © A
FWB AR AEBEE2017F12 A 31
B BRFEEAREDEMERME
15% °

b
HRAEEZWAYFEBSREEE -
A LB ETIAIEL B
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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 June 2017 & Z201746 H30H 1-61E 5

7. Income Tax Expense (Continued)
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 rate of 10%. No provision for Vietnam
Corporate Income Tax has been made for both periods as the
Vietnam subsidiaries incurred losses for both periods.

Other

Taxation arising in other jurisdictions is calculated at the rates
prevailing in the relevant jurisdictions.

14
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8. Profit for the Period

8. HARZEF

Six months ended 30 June

B Z6H30H L6fEA
2017 2016
HK$’000 HK$'000
FER FAT
Profit for the period has been arrived BB MR -
at after charging:
Directors’ emoluments FENE 18,863 18,800
Staff salaries and other benefits, BETHS REMER -
excluding those of directors TBEES 458,824 429,552
Contributions to retirement benefit RONEFIRT SR
schemes, excluding those of directors THIEESE 27,117 23,768
Total employee benefit expense EERFFZ B 504,804 472,120
Capitalised in inventories EFE A (340,223) (305,180)
164,581 166,940
Cost of inventories recognised as expense FERARER AL H 8,361,053 6,424,371
Amortisation of prepaid lease payments TR EFRIAHEH 8,898 6,874
Depreciation of property, plant and equipment #1% - /B &R #iTE 501,547 464,596
Depreciation of investment properties KEMENE 5,168 -
Total depreciation and amortisation EREEAEE 515,613 471,470
Capitalised in inventories EFERE (466,528) (432,521)
49,085 38,949
Operating lease rentals in respect THREFHLEHERS
of land and buildings 6,505 5,850

15
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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 June 2017 & Z201746 H30H 1-61E 5

9. Dividends 9. KRR
A final dividend of HK$0.110 per share was paid in respect of HADIREEE2016F12A31HILFES
the year ended 31 December 2016 (2016: a final dividend of BR0.1108 T2 REAR B (20165  IREE
HK$0.095 per share were paid for the year ended 31 December %2015 12 A31 B L FE HR0.095/8 7T
2015) to shareholders during the current period. ZAREIRE) AT IR ©
The directors determined that an interim dividend of HK$0.170 BEEHRIRETR0.17078 7T (2016 4F
(2016: HK$0.110) per share should be paid to the shareholders 0.110/870) Z TR B4 T 20179915
of the Company whose names appear on the Register of AEFIRRERZMA 2 AR AR ©
Members on 15 September 2017.
10. Earnings Per Share 10. SRER
The calculation of earnings per share attributable to the owners ARBEEANEBRENTIATIEER
of the Company is based on the following data: EAGH
Six months ended 30 June
#Z6H30H LL61EA
2017 2016
HK$'000 HK$'000
FHERT FHET
Earnings for the purpose of Rt ESRAR 2 27
earnings per share 2,193,631 1,430,430
Number Number
of shares of shares
RO#E &=
Weighted average number of R EERAT
ordinary shares for the purpose of TR IR 8
earnings per share 4,530,768,249 | 4,561,052,066

16
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11. Additions to Property, Plant and Equipment
During the period, there were additions of HK$1,918 million
(2016: HK$2,037 million) to property, plant and equipment to

expand its operations.

12. Interest in a Joint Venture

12. RET¥EE

1. REYE  BERRE
BN ABYE  BEMERE19.18EE T
(2016%F : 20.3718787C) » IR TS -

)

m

30 June 31 December
2017 2016
20174 20164
6A30H 12A318
HK$'000 HK$'000
FET FAT

Cost of an unlisted investment in a joint REELEZR ETREKAK
venture - -

Share of profit and other comprehensive FEAE B R Efth 2T s

income - -
Loan to a joint venture (note ii) A EPEER(ME) 118,485 95,953

17

HEIEHRAFRAT 2017 FHiwRE




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
] B A 5 B S R 2 P

For the six months ended 30 June 2017 & Z201746 H30H 1-61E 5

18

12. Interest in a Joint Venture (continued) 12. EELEERE)
notes: Bi%E
(i)  Details of the Group’s joint venture and its subsidiary at 30 June () M2017F6HA30EAEEMzEELERHE
2017 are as follows: WEARFHBWT -
Issued and fully Proportion of issued and
Name of joint venture Place of paid share capital/ fully paid up capital
and its subsidiary Form of incorporation  registered capital held by the Group
RELER entity and operations BRTRHZRE/ FEEBECRT Principal Activity
HNBARER B RIREESYE HRER R RBRALLA TTER
Directly Indirectly
EE B
Joint Venture:
fELE:
Southern Hill Company Limited ~ Limited incorporated ~ Hong Kong Ordinary shares - HK$2 50% - Investment holding
FEARAR BEDART BB LEK-2ET RARR
Its wholly-owned subsidiary:
H2ERENBAR
HEEXMRER AR Limited incorporated ~ PRC Registered capital - - 50%  Provision of port facilities
(Ruichang Lee & Man Logistics AR ARIR L HE US$12,000,000 REEORE
Company Limited) BallE-vS
12,000,000 ¢
(i) The loan is provided to the joint venture in form of a (iy BELEEFARREREARERKE
shareholder’s loan and it forms part of the net investment in the BEREFREN—F 5 © Fr21,168,000
joint venture. Except for an amount of HK$21,168,000 which B2 SHEUFE38%:TE RER2018
bears interest at 3.8% per annum and repayable by 31 December F12A31BANEEI - AT 22 EK
2018, the remaining amount is unsecured, interest-free and has B REETERE  BHERMNER
no fixed repayment term and the settlement is neither planned EEHE RV ATREE A TE R A SR A -

nor likely to occur in the foreseeable future.
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13. Inventories 13. B

30 June 31 December

2017 2016

201745 20164

6H30H 12A31H

HK$'000 HK$'000

FExT FET

Raw materials R 3,063,394 2,689,543
Finished goods BIAK o 375,916 224,889
3,439,310 2,914,432

14. Trade and Other Receivables 14. BRE S RHEAMERR

30 June 31 December

2017 2016

201745 20164

6H30H 12A31H

HK$’000 HK$'000

FH&T FET

Trade receivables FEUE 5 RN 3,045,660 2,131,788
Less: allowance for doubtful debt B RIEEREMG (25,856) (30,360)
3,019,804 2,101,428

Bills receivables U EE 1,392,906 1,511,703
4,412,710 3,613,131

Prepayments and deposits for purchase of B & FRRIFE FKIA

raw materials KET& 818,507 687,653
Other deposits and prepayments HAbE] & RIENFKRIE 157,436 50,594
Value added tax receivables FEYUIEER B 566,182 398,512
Other receivables E b g IA 220,158 209,973
6,174,993 4,959,863
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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 June 2017 & Z201746 H30H 1-61E 5

14. Trade and Other Receivables (continued) 14. BREZREMBRR(E)
The Group allows its customers an average credit period of 45 AEBEGRTEPHNFHERERRISAED
to 90 days. The following is an aged analysis of trade and bills B ATNARERRZEZAHEINZE
receivables presented based on the invoice date at the end of WE 5 REBERARER DT

the reporting period.

30 June 31 December
2017 2016
20175 20164
6A30H 12A31H
HK$'000 HK$'000
FHExT FAT

Aged: BRER :
Not exceeding 30 days TiR:@E30H 3,451,975 3,210,017
31-60 days 31-60H 735,995 293,645
61-90 days 61-90H 131,578 57,991
91-120 days 91-120H 34,008 25,873
Over 120 days 120B A £ 59,154 25,605
4,412,710 3,613,131
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15. Trade and Other Payables 15. BN EZREAMRR

30 June 31 December
2017 2016
201745 20164
6A830H 12A318
HK$'000 HK$'000
FET FHTT
Trade and bills payables ERNE S REEER 2,839,292 2,555,195
Construction fee payable JER T2 553,727 463,646
Accruals fEETE A 234,110 167,460
Receipt in advance TEURIA 151,239 122,516
Other payables HAbFERFRIAE 184,692 240,414
3,963,060 3,549,231
The average credit period taken for trade purchases ranges BB E 7 THKREIR3021208 1T -
from 30 to 120 days. The following is an aged analysis of the TERANGERRZEZAH ENES

trade and bills payables presented based on the invoice date at REIBRR RO o

the end of the reporting period.

30 June 31 December
2017 2016
20175 20164
6H30H 12A31H
HK$'000 HK$'000
FHET FAT
Aged: BEHS -

Not exceeding 30 days THEiE30H 1,212,922 1,213,666
31-60 days 31-60H 615,715 603,054
61-90 days 61-90H 430,896 350,298
91-120 days 91-120H 546,560 370,937
Over 120 days 1208 A £ 33,199 17,240
2,839,292 2,555,195
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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 June 2017 & Z201746 H30H 1-61E 5

16. Share Capital 16. BRA&
Number
of ordinary
shares Amount
ZEREAR &8
HK$'000
FAT
Authorised: JATE ¢
Ordinary shares of HK$0.025 each 201651418 -
at 1 January 2016, 31 December 2016 20165F12 A31H K
and 30 June 2017 20174F6 H30H
FA%0.0258 L) E ik 8,000,000,000 200,000
Issued and fully paid: BT MR
Ordinary shares of HK$0.025 each 1201641 418 &/%0.025
at 1 January 2016 FETTH) B AR 4,579,000,000 114,475
Shares repurchased and cancelled f& 15 B ) & 5% 85 (33,340,000) (833)
Ordinary shares of HK$0.025 each 2016512 431 H&%0.025
at 31 December 2016 FETTHYE AR 4,545,660,000 113,642
Shares repurchased and cancelled (note) AR BB e s 88 (B RE) (29,020,000) (726)
Ordinary shares of HK$0.025 each 7201746 H30H &8%0.025
at 30 June 2017 B ITH) E AR 4,516,640,000 112,916
note: M5t -
Including 7,060,000 shares repurchased in December 2016 and BFER2016F 12 BB R 2017F 1 ATiE 2
cancelled in January 2017. 7,060,000/ 3215 °
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17. BEHEY
SEEEARBAA

17. Operating Leases
The Group as lessee
At the end of the reporting period, the Group had RI|BEMR - AEERETAIHEN L
commitments for future minimum lease payments under non- MEFLEHNONARENNRERS M
cancellable operating leases in respect of land and buildings, Dk
which fall due as follows:

30 June 31 December
2017 2016
20174 20164
6A30H 12A318
HK$'000 HK$'000
FHET FAT
Within one year 1FR 8,467 9,123
In the second to fifth year inclusive E2EESFR 9,169 7,455
17,636 16,578
The Group as lessor SEERLHEA

At the end of the reporting period, the Group had contracted RIEHER  AEBCHBEPLEFNARE

with tenants for the following future minimum lease payments: FERHRERS A :
30 June 31 December
2017 2016
201745 20164
6A30H 12A31H
HK$’000 HK$'000
FHET FAT
Within one year 1N 24,526 17,119
In the second to fifth year inclusive F2EFSFN 100,691 87,449
Over five years HBiB5E 121,930 118,848
247,147 223,416
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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 June 2017 & Z201746 H30H 1-61E 5

18. Capital Commitments 18. EAEIE
30 June 31 December
2017 2016
201745 20164F
6H30H 12A31H
HK$'000 HK$'000
FET FET
Capital expenditures contracted for but MEFTHERNERGE I
not provided in the condensed BEPBREEETIIEEN
consolidated financial statements in BEARRE
respect of acquisition of:
— property, plant and equipment —M%E - BB L& 1,900,935 2,164,178
—land use rights — s PR A 57,636 137,858
1,958,571 2,302,036

During the period, the Group had significant transactions
with related parties, certain of which are also deemed to be
connected parties pursuant to the Listing Rules. Significant

transactions with these parties during the period are as follows: T

19. Related and Connected Party Disclosures 19. HEARBEALTHE
A - REBEMBEA L CGET ALRRE
BRI EHRABRIERBEAL)ETERKR
X5 HREZEATETHNERRZ S

Six months ended 30 June

BZ6A30HL6MEA
2017 2016
Name of parties Nature of transactions HK$'000 HK$'000
BEAL SR X5 TR T
Lee & Man Industrial Manufacturing  Finished goods sold by the Group 56,527 42,301
Limited (note i) EETERK M
BYEFEARAB (M) Electricity and steam fee received 1,172 1,361
by the Group
EEEWENRERER
Raw materials and other materials 1,478 819
purchased by the Group
SEBEE R REMM R
Lee & Man Paper Products Licence fee expenses incurred 946 997
Company Limited (note i) by the Group
B mBRA R () EEFFAIEE D
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19. Related and Connected Party Disclosures 19. HEARBEEATREE)

(Continued)
Six months ended 30 June
BZ6A30HL6MEA
2017 2016
Name of parties Nature of transactions HK$'000 HK$'000
BIEAL £ RPME TR TR
Jiangsu Lee & Man Chemical Electricity and steam fee received 33,303 31,741
Limited (note ii) by the Group
LRI X THR 2R (3E) EERWENRERER
Raw materials purchased by the Group 12,126 7,023
SEEERE
Rental income of office spaces 852 902
MAEHESIWA
Jiangxi Lee & Man Chemical Electricity and steam fee paid 18,461 18,183
Limited (note ii) by the Group
TP b TAR AR (M3t SEENEERERREE
Rental fee paid by the Group 942 659
SEEfNHEE
notes: PisE
()  These companies are indirectly wholly owned by the spouse of () ZERAARNARAIEEFTERBLE R
Mr. Li King Wai Ross (a director of the Company) who is also a B BIHAERRAZEIERKRRTERTE
daughter of Dr. Lee Wan Keung Patrick, the ultimate controlling tr L REELEES -
shareholder of the Company.
(i)  These companies are beneficially owned and controlled by Dr. (i) &

ERRR/RRAREIERBERFERT
TERER RIEH -

Lee Wan Keung Patrick, the ultimate controlling shareholder of
the Company.

20. Review of Interim Accounts 20. EMPHIRE
The condensed consolidated interim financial statements are AERGAE P R FMRIGREEZ -
unaudited, but have been reviewed by the Audit Committee. wEZZESEHN -
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INTERIM DIVIDEND/CLOSURE OF REGISTER OF MEMBERS

FHIRE CEEHHER (B F &S
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Interim Dividend

The Board has resolved to declare an interim dividend of HK$0.170
(2016: HK$0.110) per share for the six months ended 30 June 2017
to shareholders whose names appear on the Register of Members
on 15 September 2017. It is expected that the interim dividend will
be paid around 27 September 2017.

Closure of Register of Members

The Register of Members will be closed from 13 September 2017
to 15 September 2017, 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 Level 22 Hopewell
Centre, 183 Queen’s Road East, Hong Kong for registration no later
than 4:30 pm on 12 September 2017.

REIRR S
EREHRATREE2017F6A308 1F6ME A 2
FHIR B A%0.1708 T (20164F : 0.11047T)
F2017F9 R 158 BYIRBRERAMA 2R - 718
HAFR HARS B H 2017499 A27 BRI F IR ©

TEREROBFER
AKAREHR2017F9813BE 201798 15H
(EEMAEREEN)EERERNDBFELEF
B BNAERTHBREZER  TEBPXHt
FERABBREREEN2017F9A 120 N F45
30D AR EARBI RN BFEL D ESER
ABRBRAR MU ATEE2FAER1835
BB D218 - AR E R FE -
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BUSINESS REVIEW AND OUTLOOK
EFOREKR RS

Business Review and Outlook

For the six months ended 30 June 2017, the Group recorded total
sales volume of 2.77 million tons and total revenue of HK$11.44
billion. Its interim net profit increased significantly by 53% to
HK$2.19 billion as compared to last corresponding period, while its
net profit per ton was HK$792.

The Chinese government’s efforts to eliminate obsolete production
facilities while embarking on environmental-friendly policies has
gradually reduced overcapacity in the industry. The demand recovery
within the paper industry has also notably improved the demand
and supply situation within the industry. The volume and selling
prices of products sold by the Group increased and the profit margin
also recorded a satisfactory growth.

At present, the total annual production volume of the Group's tissue
paper business is 465,000 tons, which includes eight tissue paper
manufacturing machines with a total annual production volume
of 355,000 tons located in the Chongqging Industrial Park and the
tissue paper manufacturing machines with a total annual production
volume of 110,000 tons located in Jiangxi Industrial Park. The Group
will be able to further reduce the production cost of tissue paper
through economies of scale, leveraging the increase in production
volume and by utilising its pulp production facilities in Chongging.
Another four production lines with a combined annual production
capacity of 220,000 tons located in the Chongging Industrial Park
and Hongmei Guangdong, as well as two newly planned production
lines with an annual production capacity of 110,000 tons to be
added to Chongging Industrial Park, will commence production
respectively by end of this year and mid next year. After all of the
production lines ramp up operation, the Group’s annual production
capacity for tissue paper will reach 795,000 tons. The tissue paper
business is therefore expected to contribute considerable profit to
the Group as it becomes another new growth driver in the future.

EBEERREE

REBMEE2017F6A30H H61H A 2 AHEE
B2778WE - B B114.4BB T £ EFF
EEEFREIAIE EFA53% 221988 - &1
SEREETIE T

RENMRTEGARER - AN EERE L RR
REUE - THEBRERRD - I EEKEFKE
% - HEBRAAETD - AEREWERHEEM
BIfHE L7 MERENEDRISIERILE -

REAEEBERFES K658 @ BIEERE
T¥E8AFESHISSEMENMIATIER2S
FEEHNEWPCHEREER HBEESIR
T AREETEEREREEERE - ETF
Bt daE —SPRIERERERER KA - &
BEITXENMERATHESG M4 FESEH22E
W AREBRTERBEFE2EFESH
NMNEBMZEEREER BN SFERE
BTN AAEFHAIRE - RER - AEBEFHERSF
EEREETISEN  RRFEREK K AEE
ERBEER  KAS—FERSE -
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BUSINESS REVIEW AND OUTLOOK
FFORERREE

28

Apart from the tissue paper business, the Group also expanded
into the overseas packaging paper markets and invested in the
construction of overseas paper factories to keep pace with the
expansion of the South East Asian markets. The paper manufacturing
machine project in Hau Giang, Vietnam, with an annual production
capacity of 400,000 tons began operation during the period.
Since the overseas packaging paper market possesses enormous
potential, the Group will consider directing more resources to this
sector. The PM21 paper manufacturing machine with an annual
production volume of 400,000 tons at the Jiangxi plant is also under
construction and will begin operation in September this year. Once
the machine is fully operational, the annual production capacity of
the Group’s packaging paper operation will exceed 6 million tons.

In order to address overcapacity and environmental issues in the
paper industry, obsolete production facilities have steadily been
eliminated in China as approval standards for new production
capacities have become more stringent in recent years. Local
government authorities intend to impose more stringent
environmental monitoring policies and stricter requirements on
environmental protection, which will lead to the shutdown of even
more obsolete production facilities that fail to meet environmental
standards. Despite the slowdown in economic growth in China,
local demand for packaging paper is expected to grow steadily in
the long run. In addition, the rapid development of e-commerce and
online shopping has led to fundamental changes in the consumption
and logistics models, benefitting the packaging paper industry which
is currently undergoing consolidation. Looking ahead, overall paper
consumption still possesses considerable room for growth, thus the
Group is optimistic about the outlook of both the packaging paper
segment and the paper industry as a whole.

Adhering to its long-held prudent strategies and with debts
maintained at a reasonable level, the Group will monitor the pace
of economic development in China and across South East Asia,
while it continues to bolster the production capacity of packaging
and tissue paper, as well as strengthen its presence in Vietnam. The
management will also proceed with efforts to enhance production
efficiency, strictly control costs and strengthen capital operation in
order to maintain the Group’s competitiveness in the paper industry.
Furthermore, the experienced and capable management team will
continue to lead the development of the Group’s businesses and
exert efforts to enhance profitability.

BREERESI)  EENDERGINBERT
5 PREIIMEE B E A BAR S HERMERT
% BEETAZERKIER @ BIEERI0E
WIFERCRIARE - B REBINBEERTIS
BAR EETHBRELEERERELER °
BB - TTHBRE F E L4040 B A 2 PM2 1 i 4R 1
INEEREF  BERSTFNLARE - 2EEE
1% NEBE T BERTERGHIBAC00EME o

RPFEGEXERBRILRERE  BERBE
BE-BBENERER - RRRIIELN

FHLPTME o AR - T HUT K B i E B EAVIRIR
B WERFTHIRRMER - BIRERNER R
REREARARN - #HANMKEIERRTR
Mg - BEREMS  TEYBEBEAFTRNE
RERERE  HRHIRETEBENEBTENA
RBPRER  BEEEENMYROEAEE
EREPLRENEARBRNBERTE - REXR
X hETSNRRENAR HIERER - £E
BERRARBERERED

EREBEHIBEERE  E8ERENKFHER
T SESeBELERRSKMESBEAR
BERERANIRUEIEER - BRESiE
L RIEERE - BIERARINRE AR RAf
BIF  RESBAERSERTEZMSHTS
SEEBHFEHERLRMERNEERRS
B BREE-TRAEE BN -
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MANAGEMENT DISCUSSION AND ANALYSIS

EIRE Y R DA

Results of Operation

Revenue and net profit attributable to owners of the Company for
the six months ended 30 June 2017 was HK$11,440 million and
HK$2,194 million respectively and that for the corresponding period
last year was HK$8,369 million and HK$1,430 million respectively.
The earnings per share for the period was HK48.42 cents as
compared to HK31.36 cents for the corresponding period last year.

The Chinese government'’s efforts to eliminate obsolete production
facilities while embarking on environmental-friendly policies has
gradually reduced overcapacity in the industry. The demand recovery
within the paper industry has also notably improved the demand
and supply situation within the industry. The volume and selling
prices of products sold by the Group increased and the profit margin
also recorded a satisfactory growth.

Distribution and Selling Expenses

The Group's distribution and selling expenses was HK$205 million
for the six months ended 30 June 2017 as compared to HK$114
million for the corresponding period last year. It represented about
1.8% of the revenue for the six months ended 30 June 2017 and
was increased as compared to that of 1.4% for the corresponding
period last year. More customers required delivery of the finished
goods by the Group during the period.

General and Administrative Expenses

The Group's general and administrative expenses was HK$515
million for the six months ended 30 June 2017 as compared to
HK$408 million for the corresponding period last year. It represented
about 4.5% of the revenue for the six months ended 30 June 2017
and was comparable to the corresponding period last year.

Finance Costs

The Group's total finance costs (including the amounts capitalised)
was HK$134 million for the six months ended 30 June 2017 as
compared to HK$159 million for the corresponding period last year.
The decrease was mainly due to the decrease in average interest rate
on bank borrowings during the period.

reEE

#HZ=20179F6 A308 1L61E AR A AR G
BABMLERD R AE114.4EB T R21.94ES
70 mEFRHRIS R £83.69188 7T & 14.3018
BIT o BiA - BREF A48.4278(l - MEFER
HAA&31.36810 -

RENWRTEGAFAERR - A NREERELAIR
REER - TTRBRERRD - I LEREF KM
% - HEBERAETD - AEEWERHEEMN
BIRHE L7 MERNEDRISIERILE -

PHERIEEER

AEFEE2017F6A30H 1H618 A8 5 8 & 5
EE2RRB205EET MEFRBA114ES
JC e BE20179F6 8308 IF6E AN E RHE
BAEWAL1.8% + REFRIEIMN1.4%E 00 -
TEARBHABEEZRFERAAREEERXK

[}
oA °

HERITHEA

AEBEHE2017946 8308 16 AB E KT
BERASISERL - MAFREAL4.08ES
7T ° B E2017F6 A308 L6 A B & 1T
BA(RRALIL 5% » BEFRIEIEE -

B 7 R AR

REBEE2017F6A30H (E61E A R EEE X
NBIEERE5E) BR34BT - MEFRE
B159EBTT - KARD EZRRBRRITER
S FIETRE o
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MANAGEMENT DISCUSSION AND ANALYSIS

EIREF T R oA
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Inventories, Debtors’ and Creditors’ Turnover
The inventory turnover of the Group’s raw materials and finished
products were 75 days and 6 days, respectively, for the six
months ended 30 June 2017 as compared to 85 days and 3 days,
respectively, for the year ended 31 December 2016. This exhibits
continued strong demand from our customers.

The Group’s debtors’ turnover days were 48 days for the six months
ended 30 June 2017 as compared to 42 days for the year ended 31
December 2016. This is in line with the credit terms of 45 days to 90
days granted by the Group to its customers.

The Group's creditors’ turnover days were 69 days for the six months
ended 30 June 2017 as compared to 80 days for the year ended 31
December 2016. This is in line with the credit terms granted by the
Group's suppliers.

Liquidity, Financial Resources and Capital
Structure

The total shareholders’ fund of the Group as at 30 June 2017 was
HK$18,748 million (31 December 2016: HK$16,823 million). As at
30 June 2017, the Group had current assets of HK$10,669 million
(31 December 2016: HK$9,193 million) and current liabilities of
HK$9,224 million (31 December 2016: HK$7,964 million). The
current ratio was 1.16 as at 30 June 2017 as compared to 1.15 at
31 December 2016.

The Group generally finances its operations with internal generated
cash flow and credit facilities provided by its principal bankers in
Hong Kong, Macau and the PRC. As at 30 June 2017, the Group
had outstanding bank borrowings of HK$14,223 million (31
December 2016: HK$13,547 million). These bank loans were secured
by corporate guarantees provided by certain subsidiaries of the
Company. As at 30 June 2017, the Group maintained bank balances
and cash of HK$1,001 million (31 December 2016: HK$1,274
million). The Group’s net debt-to-equity ratio (total borrowings net
of cash and cash equivalents over shareholders’ equity) decreased
from 0.73 as at 31 December 2016 to 0.71 as at 30 June 2017.
Capital expenditure were comparable to last period but there was an
increase in translation reserve as a result of Renminbi appreciation
during the period.

The Group possesses sufficient cash and available banking facilities
to meet its commitments and working capital requirements.

FE - EWERR K EARFUEEE
AEBREZE201796 A308 [F61E AR R &
BRMEERESH R A7SB KRR - ALLEZE
2016F 12 A31 B IEFERID B A85H K3H
RILAR - REBEEFFHF KA RBEKAR
g@jj °

AEBREZE201796 A30H (E61E A & fE W ER
HEEERA8H - MBELLEZE20165F12 431 H 1E
FEAANA - UWFELAEELTEF458E
Q0HMEEH -

AREBREZE2017F6 A308 (E61E A EER
FNEAEE A9 - M EE2016F12A31H IE
FEHAH - WHAHEERE TAEENE

RBES - UREFRRERER

M2017F 68308 - AEBNBREECBEL
187481 L (201612 A31H : 168.231E8
JL) °c R2017F6 A30H » AEBWMRBEEE
106.691E 8 7L (201612 A31H : 91.9318/5
7T)  MRE B &R A92. 24158 T (2016512 A
318 : 79.64{E/87T) - K2017F6 A30H M7 &)
L& A1.16 - MHA20169F12831HEAIA1.15 ¢
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FEARRITIRENEEBAREAESNEE
B o 201768308  REEMKEEIRTT
B A142.2318%87 (201655128318 : 135.47
BHEIL) - ZSRITEERARARAETHEB AR
REMDREREAKR - K2017F6A308 -
AEEFHRITEHKLIZL10.01E5 (2016
F12A31H 1 12.74B870) - HRE AR &
FEIREE  MARBHESERFES N - A&
EnFEraER(EEREREeRESSE
BYH AR EER)R20165F12 A31HE0.73F
F£ZE2017F6 A30H/0.71 ©
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The Group’s transactions and the monetary assets are principally
denominated in Hong Kong dollars, Renminbi, United States dollars
or Euro. 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 June
2017. The Group has used currency structured instruments, foreign
currency borrowings or other means to hedge its foreign currency
exposure.

Employees

As at 30 June 2017, 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 Group.

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.

REBORHREEEEEBUST « ARKE -
EILBUTEHE - 2201796 A308 161
A AEERNZERRBESCAREEREXKE M
AT EARNSFRTE - AEBRBELERE

TH - INEEEREMEEEINERRE P2
e
=]

R2017F6 A30H » AEBH A ®7,200% 8
T - EEFHERRARSE IKFE  TEeBFFT
> BB EBBY ITHEREETNEE -
AEBE T AREBIREADE - WIRETRER
REB A FIBERIEAT ©

ARE B TEARRSE - R BE
NG BB - EABRERERUENE
THEIR G HRAE - A% HEUE SRR
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OTHER INFORMATION
Hih & ¥
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Ultimate Suppliers and Buying Agents

Besides purchasing directly from the suppliers, the Group also
engages certain independent buying agents to source waste paper
from their ultimate suppliers mainly supermarkets, paper packing
companies and recycling plants. The Group’s buying agents in
the United States and Europe, namely Ralison International Inc.,
Mark Lyndon International BV and Mark Lyndon Paper Enterprises
(UK) Limited, are ultimately owned by Mr. Albert Chiu Tung-
Choi, a distant relative of the Company’s ultimate controlling
shareholder, Dr. Lee Wan Keung Patrick and his sons, Dr. Lee Man
Chun Raymond and Mr. Lee Man Bun, both of whom are executive
directors of the Company. These buying agents are not “connected
persons” of the Company pursuant to the Listing Rules. They receive
a commission for sourcing the raw materials of waste paper and they
did not trade and are contractually obliged not to take a position on
or otherwise maintain an inventory of waste paper themselves. Their
primary role is to coordinate the logistics in order to have the waste
paper delivered to the Group, including on-site inspections and
customs clearance, and thereby reduces the regulatory risk for the
Group. The total prices paid for the waste paper (including the price
of waste paper paid to ultimate suppliers and commission paid to
the buying agents) were made on an arm'’s length basis. The Group
sourced 35% and 43% of its total raw materials through these
buying agents for the six months ended 30 June 2017 and 2016,
respectively. The commission paid to these buying agents amounted
to HK$39.1 million and HK$39.9 million for the six months ended
30 June 2017 and 2016, respectively.

None of the directors, their associates or any shareholder which
owned more than 5% of the Company’s issued share capital had
any interest in the share capital of the five largest suppliers of the
Group.

BAMERREBERE
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Directors’ and Chief Executives’ Interests and EERIRTBRABRREAZERZ S
Short Positions in Equity or Debt Securities BENESIAR

As at 30 June 2017, the interests of the directors and the chief 7201756 H30H - EERFETHABRKE
executives and their associates in the shares, underlying shares ~ ZBEATHEARRR REMHEZEOM - 1HE
and debentures of the Company and its associated corporations, B3 REHTF - EHEARRIREESMEEK
as recorded in the register maintained by the Company pursuant  PI([ &% R RG] 1) FH35216F & 2 Bao A
to section 352 of the Securities and Futures Ordinance (“SFO”), or ~ o8k ZHEs » HEMEARD A LARE EH#ETA
as otherwise notified to the Company and pursuant to the Model ~ EFHEITEFR HHIFEESTR([1F2ESFRI ) E A
Code for Securities Transactions by Directors of Listed Issuers (“Mode ~ & &BB A X Z AR AR ([HBEPT]) BRI
Code”), The Stock Exchange of Hong Kong Limited (the “Stock D

Exchange”) were as follows:

Long positions L3y
Ordinary shares of HK$0.025 each of the Company KRN EJEZH0.025/8 LAY Z R
Percentage
of the issued
share capital of
Number of the Company
Name of director Capacity ordinary shares HAELATE
EEHE 4 ERREE BIRAED
Dr. Lee Man Chun Raymond Beneficial owner 282,000,000 6.24%
FNEEL EnEEA
Mr. Lee Man Bun Beneficial owner 309,040,000 6.84%
FIOREE HEA A
Mr. Li King Wai Ross Held by spouse 2,867,477 0.06%
FlEREE M BIE
Professional Poon Chung Kwong Beneficial owner 100,000 0.002%
ERAEE EREAA
note: Bt -

Save as disclosed above, none of the directors or chief executives or their  Bx EXX AT SN - M2017F6A30H - KEF - =2
associates had any interests or short positions in any shares, underlying  7TEA B R SHHBE A T EE AR A B T AHE
shares or debentures of the Company or any of its associated corporations as Bt AE &I  BEKRMDKESF - EAEAERK
at 30 June 2017. B e
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Substantial Shareholders FERR

The register of substantial shareholders maintained by the Company — 1RIEA A AliL#E 7 MR RDIF 336K BFEL
pursuant to Section 336 of the SFO shows that, at 30 June 2017, EZEREMATRLE - 1201746 HA308 © T
other than directors and chief executives, the following shareholders ~ ZIBR(EFE R EBITHRABRIN EHAEA QT
had notified the Company of the relevant interests in the issued ~ EERAAR D ETRARES 2 HEA R °
share capital of the Company.

Long positions Hr
Ordinary shares of HK$0.025 each of the Company A E]ZAR0.025/8 T 19 Z 3%
Percentage
Number of of the issued
issued ordinary share capital of
shares held the Company
Name of shareholder Capacity BEC®T LA RATSRIT
MRER It & =37} BERHE REBDLL
Gold Best Holdings Ltd. Beneficial owner 2,536,710,000 56.16%
BEHEEBA
Dr. Lee Wan Keung Patrick Held by controlled corporation (note i) 2,536,710,000 56.16%
FEREL B EREERA (5D
Ms. Lee Wong Wai Kuen Held by spouse (note ii) 2,536,710,000 56.16%
FEEBLLT MA@ A (M aEil)
notes: Bzt -

(i) Gold Best Holdings Ltd. (“Gold Best”) is wholly owned by Dr. Lee Wan ()  Gold Best Holdings Ltd. ([ Gold Best )i Z &34 1%

Keung Patrick. TEEHES -

(i) Under the SFO, Ms. Lee Wong Wai Kuen is deemed to be interested (i) RIEZBELHAEIES  BARTEEELTE2TE
in these 2,536,710,000 ordinary shares as she is the spouse of Dr. Lee 3815+ (Gold BestE B A)MIELMS - tHIER A
Wan Keung Patrick, the beneficial owner of Gold Best. HEAE7%2,536,710,0000% L @A RS -

Other than as disclosed above, the Company had not been notified B¢ F X PR ESN - A A T EE M SN 20174F
of any other relevant interests or short positions in the shares or 68308 ANA &A% {7 S AERARL (0 2 (Al E b FA 78
underlying shares of the Company as at 30 June 2017. RERHER ©
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Purchase, Sale or Redemption of the
Company’s Listed Securities

During the six months ended 30 June 2017, the Company
repurchased a total of 21,960,000 ordinary shares of HK$0.025 per
share through the Stock Exchange at an aggregate consideration of
approximately HK$134,802,000 (including transaction costs). All of
the shares repurchased were cancelled during the period. Details of
shares repurchased during the period are set out as follows:

No. of ordinary shares

BEERREAQT LRSS

REZE2017F6 A30H L6 A + ARFIRER
T [E] B8 & ££21,960,000 3% & % 0.02578 7T 2 &
WK EREYA134,802,00058 T (B X 5K
) o B R G BRI o RNAFAEE
EIf% 5 2 FFIBT

Aggregate
consideration

Price paid per share paid (including

BRZAERS

of HK$0.025 each expenses)

Month of repurchases F10.025%8 T Highest Lowest e IRE

BE A% ZEBRHE BS BIK (BEEH)

HK$ HK$ HK$'000

BT BT FExT

March 2017 11,213,000 6.29 5.87 69,927
201743 H

April 2017 2,792,000 5.90 5.86 16,525
2017F4H

May 2017 7,955,000 6.10 6.01 48,350
201745

21,960,000 134,802

The directors believe that repurchases of shares are in the best
interests of the Company and its shareholders and that such
repurchases of shares would lead to an enhancement of the
earnings per share of the Company.

Save as disclosed above, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company’s
listed securities during the six months ended 30 June 2017.

BEEBE - MBROHDTEARRREBIRZ &
N - WAHRR AR R ERAN -

B BRI RSN - AQE S E( (M B A AR
Z2017F6A30HL6EANMEREE - HExK
BRIADTHER EHEH o
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Model Code for Securities Transactions

The Company has adopted the Model Code as set out in Appendix
10 of 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 standard as set out in the Model Code
throughout the six months ended 30 June 2017. 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 on Corporate Governance Practices as set out in Appendix 14
of the Listing Rules throughout the six months ended 30 June 2017.

Audit Committee

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

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 June 2017.

On behalf of the Board

Lee Man Chun Raymond
Chairman

Hong Kong, 21 August 2017

"HER5 2 BRESFA
ARR RN LT AR BHE10P7 8 2 R 457 R
EREFTETEFXHZITRTR - EARE]A

FIEESEH ARENEG  2REFHEIANE
%2017 6 A30A 1L61E A NG BFIZESTAIAT
B2 FRTE AR o AR R JRiE A A AN S B 2 HAth
BESREEE -

TEERERTH

FERE  ARRIEREZE2017F6A3081E6

EAR—EET ETRAMEI4MB 2 BEXE
SAWMSTRI -
BEREEE
RARZEREEGH =B IFRITE S FA

R4 - R %4 KPeter A. DaviesSe A 405K ©

ERZECHEEECEMAEBITRMAZ ST
REIMER - WE T mANEBEEIRR 7 KSR S
EEH  HRSRERAEEHZ=2017F6H30H
LE61A A MR ez B IS 3RE -

RREEE

&
TE

&8 0 201748 A21H
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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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