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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS

BRGEaEER

For the six months ended 30 June 2019 & Z=201946 A30H 1-61E 5

4

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

EGERAR AR ([ ARR NEESRART
AARIRENBAR([ARERE|)EHZE2019F6 A
30H 1618 A RS FZAEPIRA 2L BRLEE

“Group”) for the six months ended 30 June 2019 together with the =T :
comparative figures as follows:
CONDENSED CONSOLIDATED STATEMENT OF ERsAEEE
PROFIT OR LOSS
For the six months ended 30 June 2019 201996 H30H 1L61E A
2019 2018
(unaudited) (unaudited)
(REEERK) (RE&EZ)
Notes HK$’'000 HK$’'000
ks FET FAT
Revenue A 3 12,946,828 16,369,363
Cost of sales $HEE Ak AN (10,609,684) (12,247,034)
Gross profit ESVA] 2,337,144 4,122,329
Other income EH bl A 4 467,597 567,958
Other gains and losses Efth sk R B 1R 5 51,602 (43,952)
Distribution and selling expenses SIERIEEER (272,222) (268,283)
General and administrative expenses B&ERITRER (459,299) (685,209)
Finance costs BTSN 6 (153,765) (114,934)
Profit before tax B F7 B E A 1,971,057 3,577,909
Income tax expense FMEF L 7 (290,975) (597,529)
Profit for the period HAN AT 8 1,680,082 2,980,380
Profit for the period attributable to: LA AT BRI
Owners of the Company ZIN/NCIEZ SN 1,680,082 2,980,380
Non-controlling interest FEIE R A - -
Perpetual capital securities holders KEERFFFHEA - -
1,680,082 2,980,380
Dividends: A8 : 9
— Dividend paid —BfKRE 657,000 892,153
— Interim dividend declared — SR EIRR B 569,400 885,600
HK cents HK cents
AL il
Earnings per share BRAR 10 38.35 66.52
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

& BR Am = B A AR 3R

At 30 June 2019  R20194F6H30H

30 June 31 December
2019 2018
2019%F 20184
6830H 12A31H
(unaudited) (audited)
(REBEZR) (fe=Zz)
Note HK$’000 HK$'000
B sE FET FAT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME - BB NEE 11 27,757,781 27,443,999
Right-of-use assets FREEE 11 978,527 -
Prepaid lease payments AR ERIE - 937,107
Investment properties "B 589,684 592,003
Deposits paid for acquisition of BEWE BWERX
property, plant and equipment B-RINEKA 761,127 425,313
Interest in a joint venture BEERER - -
Loan to a joint venture SBDPEER 98,343 98,343
30,185,462 29,496,765
CURRENT ASSETS REBEE
Inventories T8 12 4,840,924 4,886,346
Prepaid lease payments TEEEKIE - 21,647
Loan to a joint venture BEEPEER 61,449 55,792
Trade and other receivables BB 5 M EMERRK 13 6,000,458 5,956,979
Bills receivables discounted with recourse  fffiB 24~ fEUZ= BRI 321,093 338,354
Amounts due from related companies FEURRE:E N RFIE 10,795 9,003
Derivative financial instruments TTESRT A 108 -
Bank balances and cash RITEBRERS 4,201,622 2,011,942
15,436,449 13,280,063
CURRENT LIABILITIES REAE
Trade and other payables JERTE 5 R E AR 14 3,516,290 3,670,936
Advances drawn on bills receivables BB R4 2 FER IR
discounted with recourse SELNE:N 321,093 338,354
Amounts due to related companies FEfT & R RIFIE 10,403 11,678
Derivative financial instruments PTEEmMITA 845 3,543
Tax payable FERLTR 149,659 275,494
Contract liabilities aHaE 81,353 96,107
Lease liabilities HERE 3,130 -
Bank borrowings RITEE 6,049,884 5,825,466
10,132,657 10,221,578
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

B AR & I AR 3R

At 30 June 2019  R20194F6H30H

30 June 31 December
2019 2018
20195 20184
6830H 12A31H
(unaudited) (audited)
(REER) (EZ)
Notes HK$’000 HK$'000
B 5T FHET FHT
NET CURRENT ASSETS MEEEFE 5,303,792 3,058,485
TOTAL ASSETS LESS EEHAERRBAR
CURRENT LIABILITIES 35,489,254 32,555,250
NON-CURRENT LIABILITIES FREBEE
Bank borrowings RITEE 8,011,201 7,965,029
Lease liabilities HERE 6,067 -
Deferred tax liabilities FELEFRTAEE 1,471,522 1,444,370
9,488,790 9,409,399
26,000,464 23,145,851
CAPITAL AND RESERVES BARHE
Share capital A& 7N 15 109,500 109,723
Reserves HE 23,565,394 23,033,372
Equity attributable to owners of PAN/NEIE/ZSIN
the Company FE(EHERS 23,674,894 23,143,095
Non-controlling interest FEVERR 2,756 2,756
Perpetual capital securities KEBEARFESH 16 2,322,814 -
26,000,464 23,145,851
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

RS R EREBR

For the six months ended 30 June 2019 & Z=201946 A30H 1-61E 7

Six months ended 30 June

HZE6H30R 16{EA
2019 2018
(unaudited) (unaudited)
(REEERK) (REEEZ)
HK$'000 HK$'000
FET FAT
Net cash from operating activities (RS RIS FTISIR & F 58 1,886,291 1,274,732
Net cash used in investing activities WEEBITRAERF58
Purchases of property, plant and equipment BEWE  BENLE (1,584,956) (1,232,313)
Payments for right-of-use IINEREEE HELTH
assets/leasehold lands (12,953) (56,527)
Loan to a joint venture AEPERER (5.657) (15,387)
Addition to investment properties FTIgIR E Y (5.026) (4,821)
Interest received EHFIE 12,470 13,766
Proceeds on disposal of property, HEME  BEMR
plant and equipment FT{S3k3A 5,746 650
(1,590,376) (1,294,632)
Net cash from (used in) financing activities REEEME(B)IRE T
Net proceeds on issue of BITKIBEEARFS
perpetual capital securities WA F5E 2,322,814 -
Net bank borrowings raised EERITENFE 270,590 851,979
Dividends paid BIRE (657,000) (892,153)
Payment on repurchase of shares SENEABL (40,790) (667,194)
Repayments of leases liabilities BEHERR (1,849) -
1,893,765 (707,368)
Net increase (decrease) in cash and Re KB EEBWILM
cash equivalents Om) 558 2,189,680 (727,268)
Cash and cash equivalents brought forward R4 MRS LS BYEAI &R 2,011,942 2,248,641
Cash and cash equivalents carried forward He MIReEFEEYEE
represented by bank balances and cash RITHEBR MRS 4,201,622 1,521,373
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

& B %R & fE 2 S B 3k

For the six months ended 30 June 2019 & Z=201946 A30H 1-61E 5

8

Share Non- Perpetual
Share Share  Translation  Capital legal  Spedal Other repurchase  Retained Sub- controlling  capital Total
capital  premium  reserve contrbution  reseve  reserve  reserve  Reseve  profits total interest securities equity
Rt FER  XEER
Rx  ROEE ENRE  EEEM HRMES  RORE  EpEE  BERE  EREA it Bi #5  REEE
HKS'000  HKS'000  HKS'000  HKP000  HKP000  HKY000  HKJ000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000  HK$'000
Tan TR TEr  fEr  TAr TR TEm  TEr  TEn fEr TR TEr TER
At 1 January 2019 RO19F1818 109723 30858  (289.298) 12,552 9 (99 (12060  (17.36) 23311458 23,143,095 2,756 - 23145851
Profit for the period Bnzd - - - - - - - - 1680082 1,680,082 - - 1,680,082
Exchange difference BESH
arising on translation of EfEtE2
foreign operations EiZE - - (450493) - - - - - - (450493) - - (450493)
Total comprehensive income St 2 ik
forthe period - - (#5049) - - - - - 168008 1229589 - - 119589
Share repurchased and RbBERH
cancelled (223) - - - - - - 136 (57803)  (40,790) - - (40.790)
Dividends recognised as BRI RZBE
distributions - - - - - - - - (657,000)  (657,000) - - (657,000)
Issue of perpetual capital BT KEER
securities &% - - - - - - - - - - - 2381 23281
At30June 2019 #2019%6A308 109,500 30858 (739791) 12552 97 (2999) (12,060 - 28216731 23,6748% 2,75 2,322,814 26,000,464
At1 January 2018 R018E1A1E 112635 1869192 621498 1255 97 (2999 (12,060 - 19315203 21,916,118 - - 0916118
Profit for the period B - - - - - - - - 2980380 2980380 - - 2980380
Bxchange difference AEEH
aising on tranglation of EHELL
foreign operations EXZE - - 13634 - - - - - - 13634 - - 13634
Total comprehensive income 2 ENE
forthe prio - - 133U - - - - - 298030 4306721 - SR NV
Sharerepurchased and cancelled  FRMBEREE (1435 (04677) - - - - - - - (506,112) - - (506,112)
Share repurchased and RiEEE
Jetto be cancelled BT - - - - - - - (161,08 - (16108 - - (161,082)
Dividends recognised as BB
distibutions R& - 915 - - - - - - - E9I5) - - BRI
At30 June 2018 R018F6A30E 111200 472362 1,947,839 1255 97 (2999 (120600 (161,082 22295583 24,6349 - - 66349

Lee & Man Paper Manufacturing Limited 2019 Interim Report




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
8 BR AR 5 B 7% S B

For the six months ended 30 June 2019 & Z=201946 A30H 1-61E 7

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 (”Listing Rules”)
on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

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.

Other than the application of accounting policy for perpetual
capital securities and changes in accounting policies resulting
from application of new and amendments to Hong Kong
Financial Reporting Standards (“HKFRSs"), the accounting
policies and methods of computation used in the condensed
consolidated financial statements for the six months ended
30 June 2019 are the same as those presented in the Group’s
annual financial statements for the year ended 31 December
2018.

Perpetual Capital Securities

Perpetual capital securities issued by the Company are classified
as equity instruments and are initially recorded at the proceeds
received, net of direct issue costs.

mAERE

AERGEFBRRTIZRE LGSR
g([FREHAMAGREM 2 EEGE
QL34 P MM B RE - RBEBBHARS
FRAR AR (TBEAAT))FES EmARANT £
AR A 1) BT 8% 16 P 8L 2 18 A 4 BR AR E T 4R
EI

ETEERBE
AERGREMBREBRELK AL RE
HR DA EFEZITESR T ARSI o

Bt kBEABHMEASHBERMER
FE e TR BV SRS ([ FEH
EIREER| ) FTEE 2 S stRRE S -
#ZE2019%F6 H30H LL61E A 2 fRRAR & B
BREMEANSTRERGTE R % - &
AEEFHZE2018F12 A31 H ILFE KR
FKATERAE— -

KBEARES
ARRETZXEBERESF DB RER
TARARMBBEAMBREZZETRAN S
AR ©
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
5 BR 4 e B %5 S P

For the six months ended 30 June 2019 & Z=201946 A30H 1-61E 5

2. Principal Accounting Policies (continued) 2. FESHBE#E)
Application for new and amendments to HKFRSs FER#E RAIERT BB B REER
In the current interim period, the Group has applied, for the RAFHEE - AEBEBERXRABRETE
first time, the following new and amendments to HKFRSs and SRAIAEEMABEN2019F1 A1
Interpretations issued by the HKICPA which are mandatory & FIth 2 F Z HIR 08 I £ A LA T 3R] &
effective for the annual period beginning on or after 1 KB BABMBMEENRRE IR
January 2019 for the preparation of the Group’s condensed REE 2 GRGEEMBRE -

consolidated financial statements:

HKFRS 16 Leases

BAMEREERE 1658 meE

HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments

E5 (BB BREZREEEY) RBFE23N AEHEENTEENL

Amendments to HKFRS 9 Prepayment Features with Negative Compensation

BAVBMEEAFEIRUSFIA) AT R EBRRHERNK

Amendments to HKAS 19 Plan Amendment, Curtailment or Settlement

BAEFTERIE 199 (BETA) FTEIERT « HIREUEE

Amendments to HKAS 28 Long-term Interests in Associates and Joint Ventures

EBGTERIFE285 (IEFTA) REE ke EhENRERS

Amendments to HKFRSs Annual Improvements to HKFRSs 2015-2017 Cycle

BANBMEER (EFTAR) 20155 20175 B HAE B B S 2RI & 2 e

Except as described below, the application of the new and Br TRt - ANEARFE AR RS IBET R

amendments to HKFRSs in the current period has had no B TS TR 2 R AN S B A AN HA R R B 1T

material impact on the Group’s financial performance and HAR 2 B S 3R 38 MOtk ORI s 0 A T BR 4

positions for the current and prior periods and/or on the AU HMR I BBETEENTE -

disclosures set out in these condensed consolidated financial

statements.

Impacts and changes in accounting policies of application EREBUBHREERFI6EHE ([ EE

on HKFRS 16 Leases (“HKFRS 16") BMBBEEEREI6H ) 2HERETHE
25

The Group has applied HKFRS 16 for the first time in the REBRATHHBHBEXEARBTBR

current interim period. HKFRS 16 superseded HKAS 17 Leases HAERIFE165E - BEMBImEEAE 165

("HKAS 17"), and the related interpretations. BREBETEEI17HRBE((HEHg:t
HRIZE179% ) RAARERE -

Key changes in accounting policies resulting from application JERE B BHREEREI6FEFFE

of HKFRS 16 BT REE)

The Group applied the following accounting policies in AEFRREBMBREERNFE 1658 B

accordance with the transition provisions of HKFRS 16. AR EA AT HI&EHER ©
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Principal Accounting Policies (continued)
Definition of a lease

A contract is, or contains, a lease if the contract conveys the
right to control the use of an identified asset for a period of
time in exchange for consideration.

For contracts entered into or modified on or after the date of
initial application, the Group assesses whether a contract is
or contains a lease based on the definition under HKFRS 16
at inception or modification date. Such contract will not be
reassessed unless the terms and conditions of the contract are
subsequently changed.

As a lessee

Allocation of consideration to components of a contract
For a contract that contains a lease component and one or
more additional lease or non-lease components, the Group
allocates the consideration in the contract to each lease
component on the basis of the relative stand-alone price of the
lease component and the aggregate stand-alone price of the
non-lease components.

As a practical expedient, leases with similar characteristics are
accounted on a portfolio basis when the Group reasonably
expects that the effects on the financial statements would not
differ materially from individual leases within the portfolio.

The Group applies practical expedient not to separate non-lease
components from lease component, and instead account for
the lease component and any associated non-lease components
as a single lease component.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption
to leases of staff quarters and office properties that have a
lease term of 12 months or less from the commencement
date and do not contain a purchase option. It also applies the
recognition exemption for lease of low-value assets. Lease
payments on short-term leases and leases of low-value assets
are recognised as expense on a straightline basis over the lease
term.

TEEHBER#E)

HEZER
EANEEENAZHIER—HE#MNE
E—BRHEAERIRAE  AIZeATIEE
&) IEHEE -

R R BB T R 2 A
4 BRI B I R R RIE 165
T ERRERER A BT E—HE DR
T (hme)—EHAE - BIANZERR
RS WA I TR BT -

EREBA

D EREFEEA AL E D
R—DENESHERY L —HAZAER
SMAESERER D - ARBERANNKE
WEER O WAREE R ERMIFHEHEND
VEERTEEEROETEEEED

EREESER  EASEAERHRUB
BrzTERTEREAANZERNEESR
BERERR  BUMENEENZEASE
YN

AEBERAEENR  YEKRKBEERXSD
FFHER D - Bz A B ER D RE
ABER 2 FEEER D UE—HEF D AR

HHEERRELEEHE
AEEUBORERE AT 12EAXE
MERBYEBSRBERZEIRE A
EYXEAEHEERIHR - RKHE
BEEEHEOEMAERRL - RHEHER
KEEEHEZHENRREOHANZRE
RORHERRER -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
5 BR 4 e B %5 S P

For the six months ended 30 June 2019 & Z=201946 A30H 1-61E 5
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Principal Accounting Policies (continued)

As a lessee (Continued)

Right-of-use assets

Except for short-term leases and leases of low value assets, the
Group recognises right-of-use assets at the commencement
date of the lease (i.e. the date the underlying asset is available
for use). Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and adjusted
for any remeasurement of lease liabilities.

The cost of right-of-use asset includes:

e the amount of the initial measurement of the lease
liability;

e any lease payments made at or before the commencement
date, less any lease incentives received,;

e any initial direct costs incurred by the Group; and

e an estimate of costs to be incurred by the Group in
dismantling and removing the underlying assets, restoring
the site on which it is located or restoring the underlying
asset to the condition required by the terms and
conditions of the lease.

Right-of-use assets in which the Group is reasonably certain to
obtain ownership of the underlying leased assets at the end
of the lease term is depreciated from commencement date
to the end of the useful life. Otherwise, right-of-use assets
are depreciated on a straight-line basis over the shorter of its
estimated useful life and the lease term.

The Group presents right-of-use assets that do not meet the
definition of investment property as a separate line item on
the consolidated statement of financial position. The right-of-
use assets that meet the definition of investment property are
presented within “investment properties”.

TEEHBER#E)

ERABEAE)

EHRREEE
BRERHERRKEEEHEEN  ARER
HEMRKAB(BIEREEANHERRH)
REMREEE - ERREEANSRE
RFEMBEEERGE  UBEERAE
R EHET EE L% -

EREEERABRE

HERBMHRAESE

o RFtA Ak 2 AT 2 (EREER
o OREEFD KRS

o AREBEFRZERMVBEEAAL &

o AKEFRFHNMEBHBEE X
EHREEEMEHRIRERBEE
B E R RGBSR AR 2 A5
XA o

REE A IEHEE R E AR r ESHE
MHEEERGRERREE MM
AHZrERFRTETERE - iz
Sh - (MR ERE AR AR F A R
SEHREE  WERETERE -

AEBBITAREVEERZEREE
ERFRAMBHARKRABIIEE IR © 7
EBREMEERZEREEEAGFATRE
MEIIR -
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Principal Accounting Policies (continued)

As a lessee (Continued)

Leasehold land and building

For payments of a property interest which includes both
leasehold land and building elements, the entire property is
presented as property, plant and equipment of the Group
when the payments cannot be allocated reliably between the
leasehold land and building elements, except for those that are
classified and accounted for as investment properties.

Refundable rental deposits

Refundable rental deposits paid are accounted under HKFRS
9 Financial Instruments (“HKFRS 9”) and initially measured at
fair value. Adjustments to fair value at initial recognition are
considered as additional lease payments and included in the
cost of right-of-use assets.

Lease liabilities

At the commencement date of a lease, the Group recognises
and measures the lease liability at the present value of
lease payments that are unpaid at that date. In calculating
the present value of lease payments, the Group uses the
incremental borrowing rate at the lease commencement date if
the interest rate implicit in the lease is not readily determinable.

The lease payments include:

e fixed payments (including in-substance fixed payments)
less any lease incentives receivable;

e variable lease payments that depend on an index or a
rate;

e amounts expected to be paid under residual value
guarantees,

e  the exercise price of a purchase option reasonably certain
to be exercised by the Group; and

e payments of penalties for terminating a lease, if the lease
term reflects the Group exercising the option to terminate.

TEEHBER#E)

ERABEAE)

HELHRET
BER-HEEEHELMEEBTRY 2 ME
BENRMZ MR TR EE L BT
Mo Z MR S B - BEMETIHIR
RAKEZYE  BERRE RS0
BERARBRENENEEDBRI

REZHEEE

B ZAROESRESREBEEENHERE
HAFF /M TA(FEHBHRELLE
9% D ARRRIAR A EVAFTE - SLR A
AEZRAAREMEZAEIRREINEE
Nk BREEEREEERANA

HERRE

REEFRG A AEEUZARNEE
NRREERRFEHREAE - REFEHR
ENFBER - WERSEHEQP ZFER
EERBETE - ASEAKAEER KA Y
ZHEERER -

MENREE -

o BEEMR(BREZ LEEMNFBME
EfREKEE R :

o HURR—HIEEELL R ZFBHHEN

%

.« FBEEERZEMZNLE

¢ AREARRTHETEMEEZT
8 R

o MHMEEKRRFTERKEITERLE
RIFHEMXNZEIR
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
5 BR 4 e B %5 S P

For the six months ended 30 June 2019 & Z=201946 A30H 1-61E 5
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Principal Accounting Policies (Continued)

As a lessee (Continued)

Lease liabilities (Continued)

After the commencement date, lease liabilities are adjusted by
interest accretion and lease payments.

The Group remeasures lease liabilities (and makes a
corresponding adjustment to the related right-of-use assets)
whenever:

e the lease term has changed or there is a change in the
assessment of exercise of a purchase option, in which case
the related lease liability is remeasured by discounting the
revised lease payments using a revised discount rate at the
date of reassessment.

e the lease payments change due to changes in market
rental rates following a market rent review/expected
payment under a guaranteed residual value, in which
cases the related lease liability is remeasured by discounting
the revised lease payments using the initial discount rate.

Taxation

For the purposes of measuring deferred tax for leasing
transactions in which the Group recognises the right-of-
use assets and the related lease liabilities, the Group first
determines whether the tax deductions are attributable to the
right-of-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies HKAS 12
Income Taxes requirements to right-of-use assets and lease
liabilities separately. Temporary differences relating to right-
of-use assets and lease liabilities are not recognised at initial
recognition and over the lease terms due to application of the
initial recognition exemption.
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Principal Accounting Policies (continued)

As a lessor

Effective on 1 January 2019, the Group applies HKFRS
15 Revenue from Contracts with Customers to allocate
consideration in a contract to lease and non-lease components.
Non-lease components are separated from lease component on
the basis of their relative stand-alone selling prices.

Refundable rental deposits

Refundable rental deposits received are accounted under
HKFRS 9 and initially measured at fair value. Adjustments to fair
value at initial recognition are considered as additional lease
payments from lessees.

Transition and summary of effects arising from initial
application of HKFRS 16

Definition of a lease

The Group has elected the practical expedient to apply HKFRS
16 to contracts that were previously identified as leases
applying HKAS 17 and HK(IFRIC)-Int 4 Determining whether
an Arrangement contains a Lease and not apply this standards
to contracts that were not previously identified as containing a
lease. Therefore, the Group has not reassessed contracts which
already existed prior to the date of initial application.

For contracts entered into or modified on or after 1 January
2019, the Group applies the definition of a lease in accordance
with the requirements set out in HKFRS 16 in assessing whether
a contract contains a lease. The application of new definition
of a lease has had no material impact on the Group’s financial
performance and positions.

FESHERSE)

fEREHAA

R2019F 1 A1 BEME - AEEERES
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Ef@RAEEZENEREEY MEE
165k - MEBEXFBFREEHE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
5 BR 4 e B %5 S P

For the six months ended 30 June 2019 & Z=201946 A30H 1-61E 5
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Principal Accounting Policies (continued)

As a lessee

The Group has applied HKFRS 16 retrospectively with the
cumulative effect recognised at the date of initial application, 1
January 2019. Any difference at the date of initial application
is recognised in the opening retained profits and comparative
information has not been restated.

When applying the modified retrospective approach under
HKFRS 16 at transition, the Group applied the following
practical expedients to leases previously classified as operating
leases under HKAS 17, on lease-by-lease basis, to the extent
relevant to the respective lease contracts:

e elected not to recognise right-of-use assets and lease
liabilities for leases with lease term ends within 12 months
of the date of initial application;

e excluded initial direct costs from measuring the right-of-
use assets at the date of initial application;

e applied a single discount rate to a portfolio of leases with
a similar remaining terms for similar class of underlying
assets in similar economic environment. Specifically,
discount rate for certain leases of properties in the
People’s Republic of China (the “PRC") was determined
on a portfolio basis.

On transition, the Group has made the following adjustments
upon application of HKFRS 16:

The Group recognised lease liabilities of HK$10,465,000 and
right-of-use assets of HK$958,754,000 at 1 January 2019.

When recognising the lease liabilities for leases previously
classified as operating leases, the Group has applied
incremental borrowing rates of the relevant group entities at
the date of initial application. The weighted average lessee’s
incremental borrowing rate applied is 4.3%.
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Principal Accounting Policies (Continued)

2. FEETFBERE

As a lessee (Continued) EBEBANE)
1 January
2019
2019%1H1H
HK$'000
FiET
Operating lease commitments disclosed as at 72018 12 431 A5 2 4 & T A
31 December 2018 26,566
Lease liabilities discounted at R EEERTRE CHEAE
relevant incremental borrowing rate 23,685
Less: Vo
Recognition exemption — short term leases RER—REHHEE (13,220)
Lease liabilities as at 1 January 2019 R2019F1 1B Z2HERE 10,465
Analysed as: DR
Current &) 2,910
Non-current FERED 7,555
10,465
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
5 BR 4 e B %5 S P

For the six months ended 30 June 2019 & Z=201946 A30H 1-61E 5

2. Principal Accounting Policies (continued) 2. EESFEEMA
As a lessee (Continued) EBEBAN(E)
The carrying amount of right-of-use assets as at 1 January 2019 M09 1 A1 AREEZREERS
comprises the following: L
Right-of-
use assets
ERAEEE
HK$'000
FET
Right-of-use assets relating to operating leases BREASBSHREELNE 165 ERE
recognised upon application of HKFRS 16 wERN B FREEE 10,465
Reclassified from prepaid lease payments (note) WrENHEREEF B (ET) 958,754
969,219
By class: =R -
Leasehold lands HELH 958,754
Land and buildings T REF 10,465
969,219
note: Upfront payments for leasehold lands in the PRC and Vietnam e PR R AE T R Y2 TEN
and properties in PRC were classified as prepaid lease payments FHR2018F 12 A3 B EABNEE
as at 31 December 2018. Upon application of HKFRS 16, the FIE - BREREAVBREEAFE 165
current and non-current portion of prepaid lease payments W FEREERIE S H/521,647,000% 7T
amounting to HK$21,647,000 and HK$937,107,000 respectively %.937,107,0007% 7T 2 Mt &) & e B) & 58
were reclassified to right-of-use assets. DEFHEEGCAREEE -
As a lessor EREHEA
In accordance with the transitional provisions in HKFRS 16, the HREBUEHREELNFE 165 BIEIE
Group is not required to make any adjustment on transition REBEBERAKREEREEAZEER
for leases in which the Group is a lessor but account for these EEL AR - EERHEERYBER R
leases in accordance with HKFRS 16 from the date of initial RIBE B BREENE165AR - Eit
application and comparative information has not been restated. LB P BT -
The transition to HKFRS 16 has no material impact on the EEVBRELELF16H 2 BELHAER
Group's retained profits as at 1 January 2019. 20191 AMB 2 BB MERFTE -
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Principal Accounting Policies (continued)

As a lessor (Continued)

The following adjustments were made to the amounts
recognised in the condensed consolidated statement of
financial position at 1 January 2019. Line items that were not
affected by the changes have not been included.

FESHERSE)

fERHBAE)

TN AER2019F1 A1 8 2 @RE A 875
ﬁiﬁiﬂi‘%ﬂtﬂﬁ%wu\ZéaﬁfﬁﬁZMﬂ cBRABX
‘‘‘‘‘‘ FEFEEE T TEIEENR °

Carrying Carrying
amounts amounts
previously under
reported at HKFRS 16
31 December at 1 January
2018 Adjustments 2019
RIEEH
BB E
ZRIZE165%
BERN20184F 120195
12A31H 1188
2HMZREE A REE
HK$'000 HK$'000 HK$'000
FHET FET FAET
Non-current Assets FREBEE
Prepaid lease payments TEHEEIEAE 937,107 (937,107) -
Right-of-use assets FREEE - 969,219 969,219
Current Assets REBEE
Prepaid lease payments AN MEERIE 21,647 (21,647) -
Current Liabilities REEE
Lease Liabilities HEARE - 2,910 2,910
Non-current Liabilities ERBEE
Lease Liabilities HEBE - 7,555 7,555

note: For the purpose of reporting cash flows from operating activities
under indirect method for the six months ended 30 June 2019,
movements in working capital have been computed based on
opening statement of financial position as at 1 January 2019 as
disclosed above.

B REME AR 2REE2019F6 A30H
It AL FESMEBESRE @ ;T8
LEBESEHMAN2019F1 A1 285
AR Z BB FE R A L& i k5t

st
(=)
Eaa
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
5 BR 4 e B %5 S P

For the six months ended 30 June 2019 & Z=201946 A30H 1-61E 5
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Principal Accounting Policies (continued)
Impacts and changes in accounting policies of application
on Amendments to HKAS 28 Long-term Interests in
Associates and Joint Ventures

The amendments clarify that the Group applies HKFRS 9,
including the impairment requirements, to long-term interests
in an associate or joint venture to which the equity method
is not applied that form part of the net investment in the
investee. Furthermore, in applying HKFRS 9 to long-term
interests, the Group does not take into account adjustments to
their carrying amount required by HKAS 28 Long-term Interests
in Associates and Joint Ventures (“HKAS 28") (i.e. adjustments
to the carrying amount of long-term interests arising from the
allocation of losses of the investee or assessment of impairment
in accordance with HKAS 28).

As at 31 December 2018, amounts due from joint ventures of
HK$154,135,000 are considered as long-term interests that,
in substance form part of the Group’s net investments in the
relevant joint ventures and associates. However, the application
has had no impact as the Group’s existing accounting
policies are consistent with the requirements clarified by the
amendments.
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Revenue and Segment Information 3. BWARZBER
Segment revenue and results DERA R EE
The following is an analysis of the Group’s revenue and results AT RIZ e a0 w80 2 AR BRA K
by reportable segment: EEDW -
Six months ended 30 June 2019 (note) HZE2019F6 A30H 1F618 A (f1aE)
Packaging Tissue Segment
paper Pulp paper total  Eliminations Consolidated
BEL A L AREH H ga
HK$'000 HKS$'000 HKS$'000 HKS$'000 HKS$'000 HKS$'000
FHER THR THR THER THT THR
REVENUE WA
External sales HIMEE 10,595,537 1693 2349598 12,946,828 - 12,946,828
Inter-segment sales DE7RHE - 445,259 - 445,259 (445,259) -
10,595,537 446,952 2,349,598 13,392,087 (445,259) 12,946,828
SEGMENT PROFIT AHEN 1,773,025 226 289,955 2,063,206 - 2,063,206
Net gain from fair value changes of  $74 4RI EAL(E
derivative financial instruments EHEWE 3,851
Unallocated income FPOEZWA 65,873
Unallocated expenses KBz Im (8,108)
Finance costs B PR (153,765)
Profit before tax BE A RA 1,971,057

note: The Group has initially applied HKFRS 16 at 1 January 2019, using
the modified retrospective approach, under which comparative

information is not restated (see Note 2).

BisE - REBDR2019F1 A1 BERBESEHH
EVIAEASE AN SHREERE 165 - &
B E R B (R HTEE2) o
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

5 BR 4 e B %5 S P

For the six months ended 30 June 2019 & Z=201946 A30H 1-61E 5

3. Revenue and Segment Information (continved) 3. WARZEHER (&)
Segment revenue and results (Continued) DEBBMA R EE(E)
Six months ended 30 June 2018 HZE2018F6H30H 1F61E A
Packaging Tissue Segment
Paper Pulp paper total  Eliminations ~ Consolidated
BRE i R A bafi )
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T THT THT THT TEL TEL
REVENUE WA
External sales HONEE 14,038,269 2,016 2,329,078 16,369,363 - 16,369,363
Inter-segment sales P REHE - 576,424 - 576,424 (576,424) -
14,038,269 578,440 2,329,078 16,945,787 (576,424) 16,369,363
SEGMENT PROFIT AHEF 3,356,645 645 369,345 3,726,635 - 3,726,635
Net loss from fair value changes of #7448 BTARAE
derivative financial instruments BEEER (6,117)
Unallocated income ANEZBA 13,766
Unallocated expenses AnEzTH (41,441)
Finance costs BIFSROR (114,934)
Profit before tax BRI AR 3,577,909
4. Other Income 4. HfgA
Six months ended 30 June
B Z6H30H1L6MEA
2019 2018
HK$'000 HK$'000
FET FAT
Value added tax and other tax refund ETR R S AR 349,458 423,210
Sales of materials and waste paper Ykl K R e E 40,376 28,745
Income from supply of steam and electricity &% & % 5 U 14,549 24,134
Interest income from banks RITHIBUA 12,470 13,766
Income from wharf cargo handling LENSEEEBIA 5,422 15,490
Others Hib 45,322 62,613
467,597 567,958
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5. Other Gains and Losses

Hie s R ER

Six months ended 30 June

B Z6A30H 1L6{EA
2019 2018
HK$'000 HK$'000
FET FHETT
Net foreign exchange gain (loss) HOE N R (B18) 53,402 (32,242)
Net gain (loss) from fair value changes of TESMITAEARE
derivative financial instruments gah gl (BE) 3,851 (6,117)
Loss on disposal of property, LEME  BEK
plant and equipment R EE (5,132) (6,485)
Impairment loss (recognised) reversed on FEWE ZERFURE
trade receivables [E518 (MR ) [o 7 (519) 892
51,602 (43,952)

Finance Costs

B AN

Six months ended 30 June

BZ6A30HL6MEA
2019 2018
HK$'000 HK$'000
FHET FHTT
Interest on bank borrowings RITEEFE 189,440 156,948
Interest on lease liabilities HEBEMNE 218 -

Less: amounts capitalised to property, B E - BEK

plant and equipment Rz BN e (35,893) (42,014)
153,765 114,934
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

5 BR 4 e B %5 S P

For the six months ended 30 June 2019 & Z=201946 A30H 1-61E 5

7. Income Tax Expense 7. FEHXZH
Six months ended 30 June
EZ6H30H LL61EA
2019 2018
HK$’000 HK$'000
FERT FHET
Income tax recognised in profit or loss: B AR 2 FIEH -
Current tax REATIIE
— The PRC Enterprise Income Tax (“EIT") — B ERISH
([TZEMERD) 242,055 521,775
Over provision in previous year EERERE
— The PRC EIT —hEEEMAEH (6,098) (4,310)
Deferred tax RIETHIE
— Charge to profit or loss —FTAES 55,018 80,064
290,975 597,529

The Group's profit is subject to taxation from the place of its
operations where its profit is generated and is calculated at the
rate prevailing in the relevant jurisdictions.

The PRC

The Group's subsidiaries in the PRC are subject to corporate
income tax at the rate of 25% except that six (2018: six) of
these subsidiaries are entitled to preferential rate of 15% for
the Group's financial year ending 31 December 2019.

Hong Kong

Hong Kong Profits tax is calculated at 16.5% of the estimated
assessable profit for both periods. No assessable profit was
noted for both periods.
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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.

Vietham

The Vietnam subsidiaries are subjected to Vietnam Corporate
Income Tax at a rate of 10%. They are entitled to a corporate
income tax exemption for four years from the first profit-
making year and a reduction of 50% for the following nine
years. No provision for Vietnam Corporate Income Tax has been
made for both periods as the Vietnam subsidiaries entitled tax
exemption for both periods.

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

FEHEZHE)

B

S P B B X B AR 35 55 58/99/M 5k & < v E iRt
AL HER SR PIm T IR CRPIFTTS
i) IR AHBESTHEBEEA TSR
FAIRLERARIHEER °

i

5 P A R R IR10% B R s b %
PRSI EE A A EELRBNFEE
PO S (b FTISIE N BE1R L 50% 8
%o HRNBEHBARXMERESES
BigE R A ELSMEREEEED
KFTSTERE -
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H 1 FIAE B A 0 BR AR A
EHEER B -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

5 BR 4 e B %5 S P

For the six months ended 30 June 2019 & Z=201946 A30H 1-61E 5

8 Profit for the Period

8. HAIRZEF

Six months ended 30 June

BZ6A30HL6MEA
2019 2018
HK$’000 HK$'000
FET FAT
Profit for the period has been arrived HIR ARG (GTA) ¢
at after charging (crediting):
Directors’ emoluments EEMhe 19,094 19,025
Staff salaries and other benefits, BIHeRHEMET -
excluding those of directors TBEES 532,541 581,783
Contributions to retirement benefit RIKEFIFT B -
schemes, excluding those of directors TERFES 44,847 35,326
Total employee benefit expense EERFIF 8% 596,482 636,134
Capitalised in inventories EFEARb (482,483) (472,092)
113,999 164,042
Cost of inventories recognised as expense FERARER AL H 10,609,684 12,247,034
Amortisation of prepaid lease payments TR HEFRIAHEH 10,805 10,947
Depreciation of property, plant and equipment ¥1% - MR M & EITE 647,221 627,258
Depreciation of right-of-use assets FRESEITE 2,225 -
Depreciation of investment properties WEYEITE 11,238 11,246
Total depreciation and amortisation EREEEE 671,489 649,451
Capitalised in inventories EFERE (599,597) (579,777)
71,892 69,674
Operating lease rentals in respect T REFHLEEERS
of land and buildings 23,717 18,650
Gross rental income from TEME S BIKA
Investment properties (11,769) (14,515)
Less: VA
— direct operation expenses incurred for — HAEEHESRAN
investment properties that generated WA B
rental income during the period EIERY 155 5
— direct operation expenses incurred for — BNIEEEMES AR
investment properties that did not WEMHE 2 B#
generate rental income during the EIBRY
period 283 98
(11,331) (14,412)
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Dividends

A final dividend of HK$0.15 per share was paid in respect of
the year ended 31 December 2018 (2018: a final dividend of
HK$0.20 per share were paid for the year ended 31 December
2017) to shareholders during the current period.

The directors determined that an interim dividend of HK$0.13
(2018: HK$0.20) per share should be paid to the shareholders
of the Company whose names appear on the Register of
Members on 2 September 2019.

. Earnings Per Share

The calculation of earnings per share is based on the profit
for the period attributable to the owners of the Company of
HK$1,680,082,000 (2018: HK$2,980,380,000) and weighted
average number of 4,381,427,249 (2018: 4,480,616,641)
shares in issue during the period.

No diluted earnings per share in both periods was presented
as there were no potential ordinary shares outstanding during
both periods.

BRE
HRDIREHE2018F12A31HILFES
§%0.158 702 REARR B (20184 : JREHZE
201712 A31 B IEFEER0.208TL 2R
HARR BO4A TRRER ©

EEFMREEAX0.13 T (20184 : 0.20
BIT) 2P EIR B AR FE2019F9 A2 B &7
RIEZMA 2 RATIRLE -

BREF
BRAFIDARRBEE AEBESHERA
& ¥ 1,680,082,000 /& 7T ( 2018 F :
2,980,380,000 % L) MBI A B TR 9
hn % S 15 8 4,381,427,249 ( 2018 4F -
4,480,616,641) L ABEEHE -

MR WESHEALERTEZEEL R
B Rt 25| SREER -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

5 BR 4 e B %5 S P

For the six months ended 30 June 2019 & Z=201946 A30H 1-61E 5

11. Property, Plant and Equipment/Right-of-

Use Assets

During the period, there were additions of HK$1,258 million
(2018: HK$1,169 million) to property, plant and equipment to

expand its operations.

During the period, the Group entered into new lease
agreements for use of warehouses for 2 years. The Group
makes fixed payments during the contract period. On lease
commencement, the Group recognises HK$287,000 of right-
of-use assets and HK$287,000 lease liabilities.

1. 9% BERRE HHAEEE

HN  ARBYDE  BELERE12.58E8T
(20184 : 11.691E/8TT) » AREET -

HAN - ASEFE AR ER L 2F Bran i
B - AEBESNWBHNERTENR -
REERRE  ANEBERIATHEEE
287,000/ L M E B (5287,0008 7T °

12. Inventories 12. £

30 June 31 December

2019 2018

20195 20184

6A30H 12A31H

HK$'000 HK$'000

FET FH&TT

Raw materials B 3,084,787 3,610,014
Finished goods B 1,756,137 1,276,332
4,840,924 4,886,346

13. Trade and Other Receivables 13. EWE S REMRR

30 June 31 December

2019 2018

20195 20184

6H30H 12H31H

HK$’000 HK$'000

FExT FET

Trade receivables FEW B 5 8RR 3,010,583 3,143,965
Less: allowance for credit losses B EEEERE (81,838) (84,973)
2,928,745 3,058,992

Bills receivables e E I 595,502 1,093,681
3,524,247 4,152,673

Prepayments and deposits for purchase of B E REFENFIE NS

raw materials 1,061,497 551,886
Value-added tax receivables JE B AT 7B 727,492 595,667
Other deposits and prepayments HAbrl & RIENFKRIA 193,206 193,939
Other receivables E b U GRIA 494,016 462,814
6,000,458 5,956,979
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13. Trade and Other Receivables (continued) 13. BREZREMBRR(E)

As at 30 June 2019, total bills received amounting to 201946 A30H - KRB EEA &
HK$595,502,000 (31 December 2018; HK$1,093,681,000) 595,502,000 78 7 (2018 £ 12 A4 31 A -
are held by the Group for settlement of trade receivables. The 1,093,681,000/8 7T ) A A SR EH5 A LAS B TE
Group continues to recognise their full carrying amounts at the WE SRR - NEERBREHREERR
end of the reporting period. All bills received by the Group are HE2EHRAE FEAEECRERZE
with a maturity period of less than one year. RSP —F -

The Group allows its customers an average credit period of 45 AEEBTEFPHFHEER/ASEED
to 90 days. The following is an aged analysis of trade and bills B ATARERREZERAH2INZE
receivables presented based on the invoice date at the end of WE 5 R EBERFRABRE DT ©

the reporting period.

30 June 31 December
2019 2018
20194 20184
6A30H 12A318
HK$'000 HK$'000
FHET FAT

Aged: AR -
Not exceeding 30 days TiR:@E30H 2,713,822 3,355,730
31-60 days 31-60H 652,725 683,939
61-90 days 61-90H 96,392 74,183
91-120 days 91-120H 39,970 21,103
Over 120 days 120 21,338 17,718
3,524,247 4,152,673
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For the six months ended 30 June 2019 & Z=201946 A30H 1-61E 5

14. Trade and Other Payables 14. ENEZREMRR

30 June 31 December
2019 2018
20194 20184
6A830H 12A31H
HK$'000 HK$'000
FET FAT
Trade and bills payables FERE S5 REEER 1,890,933 1,935,034
Accruals fEFTE A 733,559 745,179
Construction fee payable FERT TR 584,027 616,327
Other payables HAb B FRIA 307,771 374,396
3,516,290 3,670,936
The average credit period taken for trade purchases ranges B5BE 2 FHREHA30212081%F -
from 30 to 120 days. The following is an aged analysis of the TRAENBEPRREZAHIENES

trade and bills payables presented based on the invoice date at REIBERI BRI DT

the end of the reporting period.

30 June 31 December
2019 2018
20194 20184
6A830H 12A31H
HK$'000 HK$'000
FHET FAET

Aged: BEHS -
Not exceeding 30 days T #B:A30R 681,511 776,731
31-60 days 31-60H 549,983 448,024
61-90 days 61-90H 294,369 396,863
91-120 days 91-120H 286,353 287,573
Over 120 days 120B LA £ 78,717 25,843
1,890,933 1,935,034
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15. Share Capital 15. BR&
Number
of ordinary
shares Amount
ZEREAE |
HK$’000
FAT
Authorised: JEE
Ordinary shares of HK$0.025 each 20181 H18 -
at 1 January 2018, 31 December 2018 2018F12A31B &
and 30 June 2019 20196 A30H
FA%0.0258 TTHY B BAX 8,000,000,000 200,000
Issued and fully paid: BEITREE -
Ordinary shares of HK$0.025 each 7201841 A1 B &A%0.025
at 1 January 2018 B TTHY AR 4,505,404,000 112,635
Shares repurchased and cancelled (note) R B 0] K 5k 88 (B 7 E) (116,496,000) (2,912)
Ordinary shares of HK$0.025 each 72018412 A31H&EMK0.025
at 31 December 2018 BT E R 4,388,908,000 109,723
Shares repurchased and cancelled R B 0] K2 5 65 (8,908,000) (223)
Ordinary shares of HK$0.025 each 7201946 308 &/%0.025
at 30 June 2019 B ITH) B R 4,380,000,000 109,500
note: B
Out of 119,134,000 ordinary shares repurchased, 116,496,000 shares REZE2018F 12 A31H IEFEE 119,134,000/ 8
were cancelled during the year ended 31 December 2018 while the O ¥ @mATE D - 116,496,000 B0 B R F A #
remaining 2,638,000 ordinary shares were cancelled in January 2019. T 0 MeR 22,638,000/ T @mAXRE 272019
A -
16. Perpetual Capital Securities 16. KEEAXFESF
On 29 May 2019, the Company (the “Issuer”) issued USD300 20195654298 « RAF([EEITALDEEST
million perpetual capital securities which are listed on the T3.00{8ERTTKEBERES + LA100%HIE
Stock Exchange at an issue price of 100 per cent. Distribution TEREMKMET - EBNIIRDEFFR
is payable semi-annually in arrears based on a fixed rate, which BE55%MWEFLEDIK © ITATET
is 5.5 per cent per annum. Distribution by the Issuer may be REAFDIRIEIE - WWEXKEBRFHILE
deferred at its sole discretion. These perpetual capital securities B 7E 2 HA B R AR 31T A B 2R 2024 F
have no fixed maturity and are redeemable in whole, but not in 5829H B &R IR B B E &
part, at the Issuer’s option on 29 May 2024, or any distribution HERMAES - KA LIELE S IR K E
payment date falling thereafter at their principal amounts BABHZH(WIEHS)EL - ZEMS
together with any accrued, unpaid or deferred distributions. IRTDDARNSIRE - ARREAAEIR K
While any distributions are unpaid or deferred, the Company BB HAEL DR 5 IR BA L E BN
will not declare, pay dividends or make distributions or similar o SR - BEE A F A BRERRE
periodic payments in respect of, or repurchase, redeem or B o
otherwise acquire any securities of lower rank.
As the perpetual capital securities do not contain any HRKEERFATEBESEMENERE
contractual obligation to pay cash or other financial assets, in NENREIEMERMEE - RIEEET
accordance with HKAS 32 Financial Instruments; Presentation, SFTEAENFEMTE 27 BLEETA
they are classified as equity for accounting purpose. REDBERER -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
5 BR 4 e B %5 S P

For the six months ended 30 June 2019 & Z=201946 A30H 1-61E 5

17. Operating Leases 17. REBED
The Group as lessor SEERHBA
At the end of the reporting period, the Group had contracted RI|BEMR - ARECEBFRIT AN
with tenants for the following future minimum lease payments: Ae&EMESR
30 June 31 December
2019 2018
20195 20184
6A30H 12A331H
HK$’'000 HK$'000
FET FAT
Within one year 1A 56,248 54,549
In the second to fifth year inclusive E2EFESFA 223,469 217,468
Over five years HBiB5E 173,934 190,531
453,651 462,548
18. Capital Commitments 18. BEAEIE
30 June 31 December
2019 2018
20194 20184
6A30H 12H31H
HK$'000 HK$'000
FET FAT
Capital expenditures contracted for but FEFTRERNERES W
not provided in the condensed WEPEEEATIEED
consolidated financial statements N
in respect of acquisition of:
— property, plant and equipment —E - BB NMERE 2,987,108 2,358,009
—land use rights — T Hb{FE AR 274,304 241,021
3,261,412 2,599,030
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19. Related and Connected Party Disclosures 19. HERBEEALIKE

During the period, the Group had significant transactions Him - AEBEEREAL (BT ALIRRE
with related parties, certain of which are also deemed to be BRI LRI EIERBEA T ETEXR
connected parties pursuant to the Listing Rules. Significant X5 o INEZFEALTETHEAR SN
transactions with these parties during the period are as follows: N

Six months ended 30 June

BZ6A30H1L6MEA
2019 2018
Name of parties Nature of transactions HK$'000 HK$’'000
BEAL R X5 F# T
Lee & Man Chemical Company Raw materials purchased by the Group 45,342 54,534
Limited (note i) EEBEEREE
B L THR A E ()
Lee & Man Industrial Manufacturing  Finished goods sold by the Group 18,799 53,519
Limited (note ii) SEHERKm
B EEBR AR (P Electricity and steam fee received 819 1,247
by the Group
SEEKRENRERER
Raw materials purchased by the Group 1,567 1,458
SEBEERK
Lee & Man Paper Products Licence fee expenses incurred 966 1,024
Company Limited (note ii) by the Group
B W an G RR A &) (L) SEFFAIEE L
Jiangsu Lee & Man Chemical Electricity and steam fee received 32,902 33,767
Limited (note i) by the Group
TERIE X THR AR (3T SEEKRENRERER
Rental income of office spaces 940 989
WAEHBIWA
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

5 BR 4 e B %5 S P

For the six months ended 30 June 2019 & Z=201946 A30H 1-61E 5

19. Related and Connected Party Disclosures

(Continued)

19. HEARBEEALHE(E)

Six months ended 30 June

BZ6A30H1L6MEA
2019 2018
Name of parties Nature of transactions HK$'000 HK$'000
AEALER XEME FHET FAT
Jiangxi Lee & Man Chemical Electricity and steam fee paid 34,872 34,251
Limited (note i) by the Group
PRt THR AR (M) SEENBERERRBE
Rental fee paid by the Group 1,112 1,308
SEEMNES
Winfibre B.V., Winfibre U.K. Raw materials purchased 894,117 -
Company Limited and Winfibre US by the Group
Incorporated (note i) (Fff#iii) SEESRM

notes:

(i)  These companies are beneficially owned and controlled by Mr.
Lee Man Yan, an associate of Dr. Lee Man Chun Raymond and
Mr. Lee Man Bun, the directors of the Company.

(i) These companies are indirectly wholly owned by the spouse of
Mr. Li King Wai Ross (a director of the Company) who is also a
daughter of Dr. Lee Wan Keung Patrick, a substantial shareholder
of the Company.

(i)  These companies are beneficially owned and controlled by Mr.
Ng Yu Hung, an associate of Dr. Lee Wan Keung Patrick, a
substantial shareholder of the Company and Dr. Lee Man Chun
Raymond and Mr. Lee Man Bun, the directors of the Company.

20. Review of Interim Accounts 20.

The condensed consolidated interim financial statements are
unaudited, but have been reviewed by the Audit Committee.
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INTERIM DIVIDEND/CLOSURE OF REGISTER OF MEMBERS

FHIRE CEEHHER (B F &S

Interim Dividend

The Board has resolved to declare an interim dividend of HK$0.13
(2018: HK$0.20) per share for the six months ended 30 June 2019
to shareholders whose names appear on the Register of Members
on 2 September 2019. It is expected that the interim dividend will be
paid around 12 September 2019.

Closure of Register of Members

The Register of Members will be closed from 28 August 2019 to
2 September 2019, 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 54 Hopewell
Centre, 183 Queen’s Road East, Hong Kong for registration no later
than 4:30 pm on 27 August 2019.

FREARR B
EEEHATIREZ2019F6H308 161 A 2

R HARR B & %0.13/87C (20184  0.2087L) T
2019F 9 A2 HAFM IR B MR 2 R EE - TEES
R EARR B A 201959 A 12 BN FRZE »

TERERGBFER
RAFER2019F8 A28 H £ 2019F9A2H (&
EMXBEERN)EERERDBEELTFE -
BREBRFEIRE 2B - FTABP X HER
B ERIEEN2019F8 278 T F48300
AEEARNA 2D BEERE D RBEESFER
BRAF - it ABBE2EKNBEI18IFA AT
D5AIE - PR E G TFAE -
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BUSINESS REVIEW AND OUTLOOK
FFOREKREE

36

Business Review and Outlook

In the first half of 2019, under the impact of supply-side reform,
trade frictions and other factors, the paper manufacturing industry
has been encountering challenges and adjustments. Lee & Man
Paper has shown a situation of slowdown amidst stability, recording
decreases in both sales volume and profit, which was within the
expectation of the Group. The strategic goal of the Group remained
unchanged. For the six months ended 30 June 2019, the Group
recorded total revenue of HK$12,947 million, which decreased by
20.9% as compared to corresponding period last year and net profit
decreased by 43.6% to HK$1,680 million. The earnings per share
for the period was HK38.35 cents (2018: HK66.52 cents).

The board of directors determined an interim dividend of HK13
cents (2018: HK20 cents) per share for 2019. For the six months
ended 30 June 2019, the aggregate sales of the Group amounted to
2.81 million tons, while its net profit per ton was of HK$597.

Industry and Business Review

According to the monitoring data from ASKCI Consulting Co. LTD,
over the four years from 2014 to 2017, the operating income of
the paper manufacturing industry in China continued to grow and
the profitability also tended to be stable. However, from the second
half of 2018, with the promotion of supply-side reform in Mainland
China as well as the restriction of new capacity investment owing to
the tightening of environmental policy, the supply and demand of
the industry has presented a low level. In the international arena, the
US has embarked a trade war with China starting from late August
last year for imposing additional 25% tariffs. High tariff resulted in
the shortage and restriction of the supply of raw materials while
the downstream presented a poor demand. Amidst the impact of a
series of factors, the profit of the paper manufacturing industry has
declined.

The paper manufacturing industry still faces certain pressure in
2019. In addition, the ongoing US-China trade friction in the first
half of 2019 resulted in the substantial increase in the cost of paper
production, which has affected the consumer confidence. The
Group has proactively responded to the changes in market. The
Group has been committed to developing a vertical business mode
covering pulp manufacturing and recycling of waste paper through
active consolidation of its upstream resources so as to achieve the
integrated development of industrial chain and ensure the supply
of raw materials. In the meantime, by expanding scale, controlling
costs and strengthening production capacity on basis of the existing
business foundation, the Group will have more opportunities for
business development.
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Business Prospect

The Group will make a proactive effort to optimize the industrial
chain for achieving diversification of the paper and pulp businesses.
The Group will give support to the “Belt & Road” Initiatives,
targeting Southeast Asia market for international development and
new production capacity increase. In the future, the Group will
continue to seek business opportunities in countries and cities along
the Belt & Road and is confident in the long term development of
the Belt & Road.

As for tissue paper, the Company attaches great importance to
consumer tissue business and has achieved the formation of a full-
product chain. Lee & Man Paper has endeavored to improve the
quality of consumer tissue and boost its scale of production in order
to satisfy people’s needs for health and environmental protection as
well as consumer requirements. The tissue business has maintained
a steady growth as a whole and has become the growth driver of
the Group in the medium and long term. The Group will focus on
the requirements of the consumers and continue to adopt effective
strategies for developing the tissue business.

Packaging paper is the major core business of the Company and
has maintained a steady development in the first half of 2019. Since
the outbreak of the US-China trade war in 2018, the packaging
paper business in Mainland China has relatively shrunk. In addition,
Mainland China embarked on waste paper import restriction policy
starting from 2017. The relevant restriction policy restricted the
supply of raw materials and had have some bearing on the domestic
paper manufacturing industry and the waste paper recycling of the
Group. Therefore, the Group will actively seek alternative methods
for the import of waste paper.

The Group will stay committed to offering quality products to
the public, adhere to a principle that places equal emphasis on
production and operation as well as environmental protection,
strengthen environmental management, step up the efforts in
reducing sewage, and implement energy conservation and emission
reduction measures. In the long run, there still exists comparatively
extensive room for growth in the paper manufacturing industry.
The Group will seize opportunities to expand its market coverage
and maintain the Group’s competitiveness in the prevailing paper
manufacturing industry.

Conclusion

The Group would like to express its sincere gratitude to employees
and shareholders for their strong support. Leveraging its leading
position in the paper manufacturing industry and its consistently
solid development advantage, the Group would further enhance its
profitability and maximize the return to shareholders.

E 9T

NEBREGE(CEEE  UTRMARMAATER
BWZooie - EEEEI —— K 8BS - LR
MG RBBREEMR - EMFELE - KK
B EE — S —EERA LB RREE - 28
HPN—H—RBEREREBEED °

BEREBIE  ARSEEREEREES

i‘““éﬁz?uuf@ﬂi_ EXER—EBONE
NEERSEERENEEMEERE - Um
RAFIEHRFEARRNER - ASHBFRK - &
EREBRBERTR  ERATNPRIERY
B RERUEFPMFRRER - RREES#
BIREVE IRV SRS SR B R AT A TS

KAEBRAANIEROEY  L¥FE
%&%i%mﬁqziﬂﬁé):' B2018FFXE HE

FRL - M BRAEBBEBERZERS - Mo
20174FFsh - A B PR P 4B HE L T PO PR i BE
A O R ECGR ﬁiﬁﬁﬁé?ﬁlﬁk FHIE A — %:—J;t
PRI RAEI RO - BRI NEARTTREE —
BE - Elﬂ’]f@&@ﬂﬂz T —TEHE - Ith
SEREBSREMERRERARD
Z’»‘E.ﬁﬂt’jﬁ%\ﬁf\muugmﬁuu I SeEAE
EREHREREVENTE @ BICRERER -

MABEENE - 1E&§‘Jﬁﬁﬁﬁﬂﬁ REME ' &

BITEMARBLEEAMEREM - SEFTTH
B MRMSHE  RIEESETERSERITED
TSEE S ©

R
Hit  AREROEH —BEAREEE T MR
MR SR - B R BN E R R A BERIALIA K
ERERNRRERED  E—SRAKERT
BN REREREANFE o

37

EIEHFRAT 2019 hHRE




MANAGEMENT DISCUSSION AND ANALYSIS

EIREE T R0

38

Results of Operation

Revenue and net profit attributable to owners of the Company for
the six months ended 30 June 2019 was HK$12,947 million and
HK$1,680 million respectively and that for the corresponding period
last year was HK$16,369 million and HK$2,980 million respectively.
The earnings per share for the period was HK38.35 cents as
compared to HK66.52 cents for the corresponding period last year.

Distribution and Selling Expenses

The Group's distribution and selling expenses was HK$272 million
for the six months ended 30 June 2019 as compared to HK$268
million for the corresponding period last year. It represented about
2.1% of the revenue for the six months ended 30 June 2019 and
was increased as compared to that of 1.6% for the corresponding
period last year.

General and Administrative Expenses

The Group’s general and administrative expenses was HK$459
million for the six months ended 30 June 2019 as compared to
HK$685 million for the corresponding period last year. It represented
about 3.5% of the revenue for the six months ended 30 June
2019 and was decreased as compared to that of 4.2% for the
corresponding period last year.

Finance Costs

The Group’s total finance costs (including the interest on lease
liabilities and amounts capitalised) was HK$190 million for the six
months ended 30 June 2019 as compared to HK$157 million for
the corresponding period last year. The increase was mainly due to
the increase in average interest rate on bank borrowings and the
increase in interest paid for discounted bills during the period.

Inventories, Debtors’ and Creditors’ Turnover
The inventory turnover of the Group’s raw materials and finished
products were 58 days and 26 days, respectively, for the six
months ended 30 June 2019 as compared to 61 days and 16 days,
respectively, for the year ended 31 December 2018.

The Group’s debtors’ turnover days were 41 days for the six months
ended 30 June 2019 as compared to 35 days for the year ended 31
December 2018. 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 36 days for the six months
ended 30 June 2019 as compared to 33 days for the year ended 31
December 2018.
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Liquidity, Financial Resources and Capital
Structure

The total shareholders’ fund of the Group as at 30 June 2019 was
HK$26,000 million (31 December 2018: HK$23,146 million). As at
30 June 2019, the Group had current assets of HK$15,436 million
(31 December 2018: HK$13,280 million) and current liabilities of
HK$10,133 million (31 December 2018: HK$10,222 million). The
current ratio was 1.52 as at 30 June 2019 as compared to 1.30 at
31 December 2018.

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 2019, the
Group had outstanding bank borrowings of HK$14,061 million
(31 December 2018: HK$13,790 million). These bank loans were
secured by corporate guarantees provided by certain subsidiaries
of the Company. As at 30 June 2019, the Group maintained
bank balances and cash of HK$4,202 million (31 December 2018:
HK$2,012 million). During the period, the Company issued USD300
million perpetual capital securities and the Group’s net debt-to-
equity ratio (total borrowings net of cash and cash equivalents over
shareholders’ equity) further decreased from 0.51 as at 31 December
2018 to 0.38 as at 30 June 2019.

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 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
2019. The Group has used currency structured instruments, foreign
currency borrowings or other means to hedge its foreign currency
exposure.

Employees

As at 30 June 2019, the Group had a workforce of more than 7,800
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.
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OTHER INFORMATION
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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 substantial 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 4% and 19% of its total raw materials through these
buying agents for the six months ended 30 June 2019 and 2018,
respectively. The commission paid to these buying agents amounted
to HK$9.6 million and HK$42.2 million for the six months ended 30
June 2019 and 2018, 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.
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Directors’ and Chief Executives’ Interests and EERFETBAERBRARERESF
Short Positions in Equity or Debt Securities BENESRAR

As at 30 June 2019, the interests of the directors and the chief 7201956 H30H » EERFETHAB RKE
executives and their associates in the shares, underlying shares ~ ZBEATHEARR REMHEZEROML - 1HE
and debentures of the Company and its associated corporations, B0 REFH - A AR RIREES MR GED)
as recorded in the register maintained by the Company pursuant ([ &5 R B 6 ]) F 3521617 & 2 B ac it Frac
to section 352 of the Securities and Futures Ordinance (“SFO”), or ~ $:2## » REMEARE MIRE EH#EITAE
as otherwise notified to the Company and pursuant to the Model ~ FETTEFR ZHRETA([RETR EME
Code for Securities Transactions by Directors of Listed Issuers (“Mode ~— B PTHIREZRLAT -

Code"), the Stock Exchange were as follows:

Long positions wR
Ordinary shares of HK$0.025 each of the Company KR FEAR0.0258 T i F AR
Percentage
of the issued
share capital of
Number of the Company
Name of director Capacity ordinary shares EERQFE
EEpE 37} BERHAE BITRABDL
Dr. Lee Man Chun Raymond Beneficial owner 1,358,991,040 31.03%
FXI&AEL BEHEERA
Mr. Lee Man Bun Beneficial owner 1,262,932,960 28.83%
FIORFE BT A
Mr. Li King Wai Ross Held by spouse 4,564,865 0.10%
FRBRE HEERHA
Professional Poon Chung Kwong Beneficial owner 100,000 0.002%
BWRIEE BaEEA

Save as disclosed above, none of the directors or chief executives or ~ Bx ESCFTH##ESN - 7220196 A30H @ KE= -
their associates had any interests or short positions in any shares, ~FZ1THA B MK EREHE A T BEARRFISK
underlying shares or debentures of the Company or any of its  H{EfAIIAEOER BTG « MEROSESS - #
associated corporations as at 30 June 2019. BEMAERIAE ©
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Substantial Shareholders FERR

The register of substantial shareholders maintained by the Company — IRIEA A AliL#E S MR RDIF 336K BAFEL
pursuant to Section 336 of the SFO shows that, at 30 June 2019, EZEREMATFLE - 1201996 A308 T
other than directors and chief executives, the following shareholders ~ 7R (EFE R EBITHRABRIN EMEA LT
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 KR FEFA0.0258 T A E#
Percentage
Number of of the issued
issued ordinary share capital of
shares held the Company
Name of shareholder Capacity BEC®T HARATSRIT
MRER LA 37} BERHE RAB DL
Ms. Ho Tsz Wan Held by spouse (note i) 1,262,932,960 28.83%
(CINIS: ko M B A (M)
Dr. Lee Wan Keung Patrick Beneficial owner 507,342,000 11.58%
FEREL BEHEBA
Ms. Lee Wong Wai Kuen Held by spouse (note ii) 507,342,000 11.58%
FEEBLLT A @A (M aEi)
notes: BT

(i)  Under the SFO, Ms. Ho Tsz Wan is deemed to be interested on the () RIFZFHFREEEN - ARAAIEBLZ L2308

1,262,932,960 ordinary shares as she is the spouse of Mr. Lee Man SHERIBCAS - MR AR 1,262,932,9600% ¥
Bun. BARERER -

(i) Under the SFO, Ms. Lee Wong Wai Kuen is deemed to be interested on (i) 1RIEZFLRBAEKRD AR TEEBELTEFE
the 507,342,000 ordinary shares as she is the spouse of Dr. Lee Wan SR T HACE - MU AR S ¥ S #2507,342,000 %
Keung Patrick. Timike i

Other than as disclosed above, the Company had not been notified Bk _EXFTIETRIN + AR R EE AN H20195F
of any other relevant interests or short positions in the shares or 6 A30H A2 &A% {5 A8 BB (5 2 (F {0 H b FE B8
underlying shares of the Company as at 30 June 2019. EEER -
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Purchase, Sale or Redemption of the
Company’s Listed Securities

During the six months ended 30 June 2019, the Company
repurchased a total of 6,270,000 shares of HK$0.025 per share
through the Stock Exchange at an aggregate consideration of
approximately HK$40,790,000 (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

BEERREALQT EHES

REZE2019F6 A30H 1E6ME A - ARFIRER
Frig [0 & $£6,270,000 % & % 0.02578 7T 2 & i@
A% - #R(E 4 /40,790,000 (B RZ FHKAN)
FrABRIRHN ERBREEE - REAREERD
ZEHBIT ¢

Aggregate
consideration

Price paid per share paid (including

BRZAERS

of HK$0.025 each expense)

Month of repurchases H10.025%8 T Highest Lowest e [IRE

BE A4 ZEBRHE BS BIE (BEEH)

HK$ HK$ HK$'000

BT BT FET

January 2019 6,270,000 6.54 6.40 40,790
20191 H

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 2019.

EFHE BEBROHDTEARRRERRZ &
EM - WAHRSAREERAR -

B EXCETI RSN » ADF S BT E A R EE
F2019F6A30BIF6EANEREE - HEsk
FERIA DN BUEMR LB 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 2019. 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 2019.

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 2019.

On behalf of the Board

Lee Man Chun Raymond
Chairman

Hong Kong, 13 August 2019

BERZ 2 ZESFA
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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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