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Chairman'’s Statement
FEHRE

On behalf of the Board of Directors, | am pleased to present to the
shareholders the annual report for Lee & Man Holding Limited (the
“Company”) and its subsidiaries (the “Group”) for the year ended 31
March 2005.

RESULTS AND DIVIDENDS

The Group's audited consolidated turnover for the year was
HK$942,045,000 and the audited consolidated profit attributable to
shareholders was HK$133,586,000.

An interim dividend of HK$0.03 per share was paid during the year.

The directors resolved to recommend the payment of a final dividend
of HK$0.05 per share for the year under review.

BUSINESS REVIEW

During the year, the Group disposed of a major subsidiary for a
consideration of approximately US$7 million. As a result, for the year
ended 31 March 2005, the Group's turnover recorded a moderate
decrease of 1.4% to HK$942 million. The profit attributable to
shareholders increased by 30.8% to HK$134 million which includes a
gain of HK$31 million arising from the disposal of the said subsidiary.
By excluding the gain on disposal of subsidiaries, the profit attributable
to shareholders increased by 1.8% to HK$102 million as compared to
HK$101 million for last year.

The Group manufactures and sells a wide range of handbag products
to a broad base of various customers that are mainly located in the
United States and Europe. The United States market continues to be
the largest market for the Group's products. Sales to the United States
accounted for 77.8% of the turnover of the Group and recorded a drop
of 1.9% as compared to last year. Sales to Europe recorded an increase
of 3.1% above last year and it accounted for 18.9% of the turnover of
the Group.
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PROSPECTS

In view of the slowdown of the United States economy, the handbag
industry will face a more competitive environment. As part of the Group's
raw materials are produced by petroleum by-products, the rising price
of petroleum during the year increased the cost of materials. This factor
along with the rising labour cost in the PRC has increased the overall
operating costs. The Group will focus on the reduction of production
costs and continue to strengthen the product design and development
capabilities in order to produce and sell more originally designed and
fashionable handbag products to gain a competitive edge in the market.
With the Group’s sufficient liquidities and reputation established
throughout the past twenty years of business experience in the PRC,
the Group will be in a good position to seek investment opportunities
and to diversify the business in the PRC, to achieve satisfactory returns
for the shareholders.

APPRECIATION

We thank all our customers, suppliers and all members of our
management team and staff for their loyalty, dedication, and contribution
during the year under review.

On behalf of the Board
Wai Siu Kee
Chairman

Hong Kong, 28 June 2005

RE

ENEBEERE  FREFFHEBA
2o RN EEM R E T i A m Bl E SR
PRl - FRNAOAER LK - INET REK
AN EAREAMAS TRA EF - SBEL
B LT o REBASE IR BIEERA -
WA B A IR EE fn R At RS T - PA
EERHEEZRAIRG ZHRFREM
REHGFES R AEEFEESRT
# O BRETEANMEFEEE T FHK
BEPTREMREEE - SAENRAKET
TREANSREE  BEFEZ T BRR
ORI B

i

AAERRREZGRASEP, - HER  £E
PIEERERENETIAERE—F2EH
FERFE - RRHE

KELEFS
FE

% “ETREAA-TNR

05



Lee & Man Holding Limited 2 X & [# & IR 22 &)

Management Discussion and Analysis
TEERENWE TN

06

RESULTS OF OPERATION

The turnover of the Group decreased by 1.4% to HK$942 million and
the profit attributable to shareholders was HK$134 million for the year,
which was increased by 30.8% as compared to previous financial year.
The earnings per share for the year was HK16.2 cents when compared
with HK12.4 cents in last year.

The United States market continued to be the largest market for the
Group's products. Sales to the United States constituted 77.8% of the
Group turnover compared with 78.1% in 2004. Sales to Europe
amounted to 18.9% compared with 18.19% in 2004. Other market
collectively accounted for 3.3% compared to 3.8% in 2004.

During the year, the Group disposed of all the interest in Foreland Pacific
Limited and its subsidiaries for a consideration of HK$57 million. The
disposal resulted in a gain of HK$3 1 million to the Group. When excluding
the gain on disposal of subsidiaries, the profit attributable to shareholders
increased by 1.8% to HK$102 million. Subsequent to the disposal of
subsidiaries, the distribution expenses and administrative expenses were
decreased by 21.3% and 17.7% to HK$88 million and HK$ 109 million
respectively for the year.

BUSINESS AND OPERATION REVIEW

A detailed review of the Group's business operations and prospects is
included in the Chairman’s Statement.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

The total shareholders’ fund of the Group as at 31 March 2005 was
HK$458 million (31 March 2004: HK$366 million).

The Group maintains a very strong financial position with a very low
level of debts and a high liquidity. The Group ended the year with a
current ratio of 5.5 (31 March 2004: 2.9) and zero (31 March 2004:
zero) net debt-to-equity ratio (total borrowings net of cash and cash
equivalents over shareholders' equity).
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The Group had a net cash surplus of HK$201 million (2004: HK$106
million) and was deposited in the leading banks in Hong Kong in either
Hong Kong dollars or United States dollars.

Net cash inflow provided by operating activities totaled HK$144 million
(2004: HK$94 million). The consistent strong cash flow from operating
activities reflects the Group's strength in the working capital management
to support the business operations. The Group's future cash flow from
operations and its available banking facilities will provide sufficient funds
to the Group to meet its operation requirements.

FUNDING POLICY

The Group's transactions and the monetary assets are principally
denominated in Hong Kong dollars or United States dollars. As a result,
the Group has a minimal exposure to foreign exchange risk.

COMMITMENTS AND CONTINGENT LIABILITIES

As at 31 March 2005, the Group had capital commitments of
approximately HK$3,154,000 in respect of the acquisition of property,
plant and equipment. The Group had no material contingent liabilities.

PLEDGE OF ASSETS

As at 31 March 2005, the Group did not have any assets pledged for
general facilities.

HUMAN RESOURCES

At 31 March 2005, the Group had a workforce of more than 6,000
people. The Group maintains a good relationship with its employees,
and provides them with proper training and competitive compensation
and incentives. The staffs are remunerated based on their work
performance, professional experience and prevailing market situation.
Remuneration packages comprise salary and bonuses based on
individual merits.
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The Company has a share option scheme under which the executive
directors and employees of the Company and its subsidiaries may be
granted options to subscribe for ordinary shares in the Company. Up to
31 March 2005, no option was granted under the scheme.

AUDIT COMMITTEE

The Audit Committee comprises of three independent non-executive
directors, namely Mr. Heng Kwoo Seng, Mr. Wan Chi Keung, Aaron JP
and Mr. Wong Kai Tung, Tony. The principal activities of the Audit
Committee include the review of the Group's internal control system
and financial reporting matters including the review of connected
transactions, unaudited interim financial statements and audited annual
results. They have met with the executive directors and the external
auditors to consider the nature and scope of the audit.
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EXECUTIVE DIRECTORS

Ms. WAI Siu Kee, aged 61, is the chairman of the Company who
joined the Group since its establishment in 1976. Ms. Wai has more
than 40 years of experience in the handbag business. She is responsible
for the development of corporate strategies, corporate planning and
overall management of the Group and in particular the marketing and
development of the business of the Group.

Ms. POON Lai Ming, aged 49, joined the Group in 1976. She has
over 27 years of experience in the handbag industry. She is responsible
for the overall management and the operation of the Group's
manufacturing activities in the PRC.

Ms. LEE Marina Man Wai, aged 33, joined the Group in 1993. She
graduated from the University of British Columbia, Canada with a
bachelor's degree in arts. She is responsible for marketing and
development of the business in the United States market.

Mr. LEE Man Yan, aged 27, joined the Group in 2000. He graduated
from the University of British Columbia, Canada with a bachelor's degree
in commerce. He is responsible for the sales and marketing of the
Group's business in the United States market. Mr. Lee is a son of Ms.
Wai Siu Kee, the Group's chairman.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. WAN Chi Keung, Aaron Jp, aged 56, is an associate of the Institution
of Business Agents, a member of the Land Institute (London), an associate
of the Chartered Institute of Arbitrators and a fellow of The Institute of
Administrative Accounting. He is engaged in the business of property
valuation and property auction and has over 18 years of related experience.

Mr. HENG Kwoo Seng, aged 57, is the managing partner of Morison
Heng, Chartered Accountants and Certified Public Accountants in Hong
Kong. He is a fellow member of the Institute of Chartered Accountants in
England and Wales and an associate member of the Hong Kong Institute
of Certified Public Accountants. He has worked with a number of companies
listed on The Stock Exchange of Hong Kong Limited either in the capacity
of company secretary or as an independent non-executive director.

Mr. WONG Kai Tung, Tony, aged 62, has been a practicing lawyer in
Hong Kong since 1968 and has also been admitted as a solicitor in
England and Wales. He is currently a consultant at Messrs. Hastings &
Co., Solicitors and Notaries.
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SENIOR MANAGEMENT

Mr. NG Yu Hung, aged 51, is the senior manager of the Group. He
joined the Group in 1977. He has over 29 years of experience in the
handbag industry. He is responsible for the marketing and development
of the Group's business in the European market.

Mr. CHEUNG Kwok Keung, aged 38, is the company secretary of the
Company. He joined the Group in 2002 and has over 16 years of
experience in the field of auditing and accounting. He holds a professional
diploma in accountancy from the Hong Kong Polytechnic University. He
is a fellow member of the Association of Chartered Certified Accountants
and an associate member of the Hong Kong Institute of Certified Public
Accountants.

Mr. CHIU Shun King, aged 42, is the production manager of the Group.
He joined the Group in 1984 and has over 20 years of experience in
the handbag industry. He is responsible for production planning and
overall production management of the Group's factory in Gao Bu
Industrial Park.

Ms. WONG Yuet Ming, aged 40, is the financial controller of the Group.
She joined the Group in 2004 and has over 17 years of experience in
the field of auditing and accounting. She holds a master's degree in
business administration from the University of Surrey, United Kingdom.
She is a fellow member of the Association of Chartered Certified
Accountants and an associate member of the Hong Kong Institute of
Certified Public Accountants. She is responsible for the supervision and
management of the Group's financial matters.

Ms. LI Yuen Ling, aged 43, is the finance manager of the Group. She
joined the Group in 1984 and has over 20 years of experience in
accounting and finance for manufacturing operations. She is responsible
for the Group's accounting activities.

Ms. TSUI Chin Wai, Jennifer, aged 40, is the sales manager of the
Group. She joined the Group in 1990. She graduated from the State
University of New York with a master's degree in business administration.
She is responsible for the sales and marketing of the Group's business
in the European market.
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Ms. TAI Miu Fong, aged 40, is the senior manager of the Group. She
joined the Group in 2003 and has over 10 years of experience in
marketing and development. She is responsible for the sales and
marketing of the Group's business in the United States market.

Mr. CHAN Kam Bun, aged 56, is the business manager of the Group.
He joined the Group in 1982 and has over 39 years of experience in
the handbag business. He is responsible for the business development
of the Group.
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The directors present their annual report and the audited financial
statements for the year ended 31 March 2005.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal activities
of its principal subsidiaries are set out in note 35 to the financial
statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year are set out in the consolidated
income statement on page 22.

An interim dividend of HK$0.03 per share amounting to HK$24,750,000
was paid to the shareholders during the year.

The directors recommended the payment of a final dividend of HK$0.05
per share to the shareholders on the register of members on 12 August
2005, amounting to HK$41,250,000.

SHARE CAPITAL

Details of the share capital of the Company are set out in note 24 to
the financial statements.

SHARE OPTIONS

Particulars of the Company's share option scheme are set out in note
25 to the financial statements.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group acquired property, plant and equipment at a
cost of approximately HK$19 million for the purpose of expanding its
business. In addition, the Group revalued its property, plant and
equipment at 31 March 2005. Details of these and other movements
in the property, plant and equipment of the Group during the year are
set out in note 12 to the financial statements.
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DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS

The directors of the Company during the year and up to the date of this
report were:

Executive directors

Wai Siu Kee (Chairman)
Poon Lai Ming

Lee Marina Man Wai
Lee Man Yan

Lee Lai Chu

(appointed on 16 August 2004)
(resigned on 1 November 2004)

Independent non-executive directors

Wan Chi Keung, Aaron Jp
Heng Kwoo Seng

Wong Kai Tung, Tony (appointed on 16 August 2004)

In accordance with Articles 86(3) and 87(1) of the Company’s Articles
of Association, Ms. Lee Marina Man Wai, Mr. Lee Man Yan and Mr.
Wong Kai Tung, Tony retire and, being eligible, offer themselves for re-
election.

The term of office of each of the independent non-executive directors
is the period up to his retirement as required by the Company's Articles
of Association.

Each of the executive directors has entered into a service agreement
with the Company for an initial period of three years commencing 1
January 2002, except Mr. Lee Man Yan's agreement commenced on
16 August 2004, which will continue thereafter unless and until
terminated by either party by three months' prior written notice.
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DIRECTORS" AND CHIEF EXECUTIVES’ INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND
DEBENTURES

At 31 March 2005, the interests and short positions of directors and
chief executives and their associates in the shares, underlying shares
and debentures of the Company and its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (the
“SFO")) which have been notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to
Divisions 7 and 8 of Part XV of the SFO, or which were recorded in the
register required to be kept pursuant to section 352 of the SFO, or as
otherwise notified to the Company and the Stock Exchange pursuant to
the Model Code for Securities Transactions by Directors of Listed
Companies (the “Model Code") of the Rules Governing the Listing of
Securities (the “Listing Rules”) on the Stock Exchange were as follows:

(a) Long positions in shares of the Company

Ordinary shares of HK$0.10 each of the Company

Name of director Capacity

EEpR 37}

Wai Siu Kee Discretionary object
(e 2HEIHEA

Lee Man Yan Discretionary object
FXR ERXEA

Note: 617,778,000 ordinary shares in the Company were held by Fortune
Star Tradings Ltd. (“Fortune Star"), a company wholly-owned by
Trustcorp Limited as trustee for The Fortune Star 1992 Trust, a
discretionary trust that the discretionary objects of which include
Ms. Wai Siu Kee and Mr. Lee Man Yan.

EFREETHRARRKM « HEKGR
RSPz RRE

R-ZETZRF=A=+—H ARFAEEK
RETBABRKEZHEAREARHE
HHEAE (E& R ESF LB RGIEXVED) 2
Betn - ERER D EEET - BAREES
KRB RBIEXVEDE 7 R8 D HBE MG AR A A
REEMERZMARATR ([BRMHM]) - %
EREMRIEE S R B EEDIF 3528 AR
BB - AEREBEMRAESS MR
(EHRAD 2 EMARERETESRR S
Z RSP A (MRS A ME AR A R
PreEm FORBINT ¢

(@) RERTARBDZHFR
RARERRO0.1BTTZ BB

Percentage
of the
Number of issued share

issued ordinary capital of the

shares held Company

FriFE T EERRRCRIT

HEREE REB DL

617778,000 (Note) 74.88%
(HfazE)

617,778,000 (Note) 74.88%
(Hfat)

Kiat - A2 B2 617,778,000 A5 T
—IE 2 ##{5 7 The Fortune Star 1992
Trust 2 % # ATrustcorp Limited 2 &
5 2 A BFortune Star Tradings Ltd.
([Fortune Star)) #748 - M&EEEZ
PRI BABDEFIHLLIRER
Vot
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EFERESTHRARSRKM « HEKGR
RiEgEPzHIRRE (B

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND
DEBENTURES (CONTINUED)

(b) Long positions in shares of the associated corporations (b) RAEAFMEBEZEZRGDIFR
of the Company

Percentage
of the issued

Name of shares of the

associated Number associated

Name of Director  Capacity company of shares company

{LAEEEE

HREEE BERITRHOZ

EEpE 3 =L R EE BoL

Wai Siu Kee Discretionary object Fortune Star 1 (Note) 100%
B EEXHEA (Htzz)

Lee Man Yan Discretionary object Fortune Star 1 (Note) 100%
FXR 2REIHEA (Hfat)

Note: As Fortune Star owns more than 50% of the Company, Fortune 1% : R Fortune Star #7282 8]50% LA

Star is an associated corporation of the Company under the SFO. iR BEBSENREHEEKRY
Fortune Star &4A 72 FEE A -
Fortune Starz 282 E1TAAHR
Trustcorp LimitedAThe Fortune Star
1992 TrustZ 7t AF 1 #AE » The
Fortune Star 1992 Trust B—IE2
it HEEZRAPRERATES
OB L REFEXBSEE - ARKSE
ETREKEREMBESELE -

The entire issued share capital of Fortune Star is owned by Trustcorp
Limited as trustee for The Fortune Star 1992 Trust, a discretionary
trust the discretionary objects of which include Ms. Wai Siu Kee
and Mr. Lee Man Yan, both of whom are directors of the Company,
certain of their family members and other charitable objects.

Save as disclosed above, none of the directors or the chief B FYERE  BEANTEENES
TTRA B SRS 2 BB ARK AT
S E EAAIAEEEE 2 A dy - AERERRI S
BEREET - HAREES RIS
XVERSET7 K8 EE ME AR A R HHE R
At~ SURIEE S R B RPIE 352578
LI IEDIFTIE 2 B R - SRR
ST ARG AR R N B 32 it 2 (R AT
HEURR e

executives, or any of their associates, had any interests or short
positions in any shares, underlying shares or debentures of the
Company or any of its associated corporations which had to be
notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO, or which were required,
pursuant to section 352 of the SFO, to be entered in the register
referred to therein or which were required, pursuant to the Model
Code, to be notified to the Company and the Stock Exchange.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

A share option scheme which detailed in note 25 to the financial
statements was adopted by the Company on 14 December 2001, under
which the directors or the chief executives or their associates of the
Company may be granted options to subscribe for shares in the
Company. No options were granted by the Company under the scheme
since its adoption.

Other than disclosed above, at no time during the year was the Company,
its holding company, or any of its subsidiaries or fellow subsidiaries, a
party to any arrangements to enable the directors of the Company to
acquire benefits by means of the acquisition of shares in, or debentures
of, the Company or any other body corporate.

SUBSTANTIAL SHAREHOLDERS' INTERESTS AND SHORT
POSITIONS IN THE SHARE CAPITAL OF THE COMPANY

At 31 March 2005, shareholders (other than directors and chief
executives of the Company) who had interests and short positions in
the shares and underlying shares of the Company which have been
disclosed to the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or which were recorded in the register required to
be kept by the Company under section 336 of the SFO were as follows:

Long positions

Ordinary shares of HK$0.10 each of the Company

Name of shareholder Capacity

RER &M 3%

Fortune Star Beneficial owner
EnEAA

Value Partners Limited Investment manager

BIRESERNR REKIE

EFEMARMRREEZET

ARRR-_ZTE—F+ - +HARA—IA
AR B FHEHN M B mAME25) » &
HARBZEETRESTTRAB KK E 2
BARER TRBENRBARARD - A
AHEIERMPAZE - AR EARIE A IR LB
P

B EXPRIERSN - ARE] - HERAR - 3%
HEMMBARRFAREENERRNANE
EEFKEA - SE2EEATE - AR
AEFEBARRRHEMEMEAERE
e EsmERH =

FERRRFLAFIRFIZERRRE

RZFZAF=A=1t—8 ERAERFAE
EHEETRAERIN RARE 2B KR
R - EAREE S B ROIEXVER
F2RIDFERARAWE - LERRHENR
BEFRAEGRIIEIZCIRARARRFE
2B ERARIT

L3y

RAREFRR0NE T2 LB

Percentage
of the issued
share capital

of the Company

Number of
issued ordinary
shares held

Fris B 84T EARATE T
BERHA BAZED L
617,778,000 74.88%
63,076,000 7.65%
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SUBSTANTIAL SHAREHOLDERS' INTERESTS AND SHORT
POSITIONS IN THE SHARE CAPITAL OF THE COMPANY
(CONTINUED)

Save as disclosed above, as at 31 March 2005, the Company has not
been notified by any persons (other than directors and chief executives
of the Company) who had interests or short positions in the shares or
underlying shares of the Company which would fall to be disclosed to
the Company under the provisions of Divisions 2 and 3 of Part XV of
the SFO, or which were recorded in the register required to be kept by
the Company under section 336 of the SFO.

CONNECTED TRANSACTIONS

Details of the discloseable connected transactions for the year are set
out in note 34 to the financial statements. In the opinion of the
independent non-executive directors, these transactions entered into
by the Group were:

(i)  inthe ordinary and usual course of business of the Group;

(i)  either (a) on normal commercial terms; or (b) where there is no
available comparison, on terms that are fair and reasonable so
far as the shareholders of the Company are concerned;

(i) either () in accordance with the terms of the agreements; or (b)
where there are no such agreements, on terms no less favourable
than those available to or from independent third parties; and

(iv)  within the relevant cap amounts as agreed by the Stock Exchange.

Save as disclosed above, there were no other transactions which need
to be disclosed as connected transactions in accordance with the
requirements of the Listing Rules.

DIRECTORS’ INTEREST IN CONTRACTS

Save as disclosed under the heading “Connected transactions”, there
were no contracts of significance to which the Company, its holding
company or any of its fellow subsidiaries or subsidiaries was a party
and in which a director of the Company had a material interest, whether
directly and indirectly, subsisted at the end of the year or at any time
during the year.

FERRRFLAFIREPZESREE
()

BREXHERE R-_TTRF=-A=+—
E'ﬁﬁ&ﬂﬁ@fﬁﬂﬁAﬂ%%iﬁ%ﬁ
BRABBRIN BAARQR] - FEHEART 2%
DEABRRG T - BT AIREES RS
EBIEXVERE2 3D EPAR AR T HE « 5
B R IR B H R EA B 140 33615 7E H
RARGEE 2 BBz R IAR -

REX 5

ERAFEATRE ZAERS ZFRERN
MBS mAMEE34 - FFILFFATESERAS -
REBETZERST)

() EAREAER-REBTET

(i) HE@ILEFAEGER : Hb)EEALER
BIF - EHHEARARRTE IBL
SR

(i) ¥Z(a) WA G - F(b) B B F
- NERGTREBILE=EMFZ
iR R

(v) PO RERNRARBIPIATETE A
B =REE

B EXFTREESN  WEBERETR SRR E
TR ZEBRKBETRERBERS

ESRShhziEz

B IBER 5| — BRI - A7) - BiE
BARSEEMNRREENBARXMER
BN RS F NI B R 2 BT S BR
NRAEEFERYAHEREARACERS
#) e
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MAIJOR CUSTOMERS AND SUPPLIERS

During the year, the aggregate sales attributable to the Group's five
largest customers comprised approximately 50% of the Group's total
sales and the sales attributable to the Group's largest customer were
approximately 27% of the Group's total sales.

The aggregate purchases during the year attributable to the Group's
five largest suppliers were less than 30% of the Group's total purchases.

None of the directors, their associates or any shareholders which, to
the knowledge of the directors, owned more than 5% of the Company's
issued share capital had any interest in the share capital of any of the
five largest customers of the Group.

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

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

PRE-EMPTIVE RIGHTS

There are no provision for pre-emptive rights under the Company’s
Articles of Association, or the laws of the Cayman Islands, which would
oblige the Company to offer new shares on a pro-rata basis to existing
shareholders.

CORPORATE GOVERNANCE

The Company has complied throughout the year ended 31 March 2005
with the Code of Best Practice as set out in Appendix 14 of the Listing
Rules.

The Company has adopted the Model Code as a code of conduct
regarding directors’ securities transactions. The Company has made
specific enquiry of all directors regarding any non-compliance with the
Model Code during the year ended 31 March 2005 and they all
confirmed that they have fully complied with the required standard set
out in the Model Code.

The Company has received, from each of the independent non-executive
directors, an annual confirmation of his independence pursuant to Rule
3.13 of the Listing Rules. The Company considers all of the independent
non-executive directors are independent.

FEERRMERN

RERNKEFRARBEP(AAREB 2 L%
#9500 @ MALEZ AR IhALEEBE
EERBLI27% ©

AEEZAAREREAEEBERIR
30% °

BEES REIMBAREZAAEELR

NRIEBATIARS00A b2 (ERICR - BER A
SEARFPEMBRA L -

MR HEROELAFZ LHESF

AR REEAHBARNFEAGEES

HESBEARREZ EHES -

o iRRRiE

ARBZ BHERANNFESRHE LD E

BRABTERE IR - REARRIBERE
B LE Pl A3R B B R EE RN

eEER
RBE_ZERF=A=+—HILBEFE

ARARERMRETAERESETIESFR
HZITRSTRl e RRRBRFHERNEEES
REBEE-TERF=A=+—HIFEARNF
BEMNETRETANEER  2REFE
ERNET2BERETAMHZREE
al -

AABDEBEEFIIFNTEERE TR
AIZE3 .1 3R TE PIIEH 2 F E B 7 1 FERR
- A BERE 2B IERTRRR ©
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SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout the
year ended 31 March 2005.

AUDITORS

A resolution will be submitted to the annual general meeting of the
Company to re-appoint Messrs. Deloitte Touche Tohmatsu as auditors
of the Company.

On behalf of the Board
Wai Siu Kee
Chairman

Hong Kong, 28 June 2005

BALRISKRE

ARBRBE_ZZERF=-A=1+—"HILE
BEFEERERTEHARFRE -

57 10

BREIRIEY « BERS :TATRAAAE
BB RBRENERBFAE LIRZE -

REREES
T

HFE —EEREFA-TN\H

19




Lee & Man Holding Limited 2 X & [# & IR 22 &)

Auditors’ Report
2 B 8] &

20

Deloitte.
=

TO THE SHAREHOLDERS OF LEE & MAN HOLDING LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the financial statements on pages 22 to 63 which
have been prepared in accordance with accounting principles generally
accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND
AUDITORS

The Company's directors are responsible for the preparation of financial
statements which give a true and fair view. In preparing financial
statements which give a true and fair view it is fundamental that
appropriate accounting policies are selected and applied consistently.

It is our responsibility to form an independent opinion, based on our
audit, on those financial statements and to report our opinion solely to
you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

BASIS OF OPINION

We conducted our audit in accordance with Statements of Auditing
Standards issued by the Hong Kong Institute of Certified Public
Accountants. An audit includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the financial statements. It
also includes an assessment of the significant estimates and judgments
made by the directors in the preparation of the financial statements,
and of whether the accounting policies are appropriate to the
circumstances of the Company and the Group, consistently applied
and adequately disclosed.

We planned and performed our audit so as to obtain all the information
and explanations which we considered necessary in order to provide
us with sufficient evidence to give reasonable assurance as to whether
the financial statements are free from material misstatement. In forming
our opinion we also evaluated the overall adequacy of the presentation
of information in the financial statements. We believe that our audit
provides a reasonable basis for our opinion.

BENEEARATZERE
(RESHSTMH L2 BRAE])

AZBENTE ERHNE22EEF6IERR
EREBFRMN SRR 2 HHRE

EFRZBMBHENRE

BERARZERTRARRBEEERN TN
BE - ERHEZFEBRQNLZWBHHRER
- MABRRASENERTEBUR

AITHMEEEREATERZTIENGER - 8
HZEVHHREFEHBLER - WEREEKR
RER - MIEEREMAR - RITHT AR
FEZARAEMEMALTEENAEEMNE
o

BROER

RITIIRE R GTEI A 2B VR BCERE
TEZIIE - BERBEEBEAMES AERX
HYBHREABBELRBEEETREB R
& MR ESENRRZ SRR
PrE EAMERTMAE - PIEE 2 8FTEBUR
E=hEe BErnk ESEZARER -
RREBERERL M KEZST I

o

2

AITERBI SETERZ TER - 9LARS —
DARTTRRBBZEMRBERRER - UE
EERNEE  IREUBRRELFRE
REEREUL - EHABZHETE - BEHER
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EETRDRM - AMITHEE > AITZERT
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OPINION

In our opinion the financial statements give a true and fair view of the
state of affairs of the Company and the Group as at 31 March 2005
and of the profit and cash flows of the Group for the year then ended
and have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong, 28 June 2005

R

RITRR  AMBEHRREAEEL RIEHR
R BEARk ERER-_TTRF=-A=
T—HZMBARE BEREHEZALSF
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For the year ended 31 March 2005 #Z —ZTZRF=A=+—HILFE

Turnover
Cost of sales

Gross profit

Other operating income
Distribution costs
Administrative expenses

Profit from operations

Finance costs

Gain on partial disposal of interest
in a subsidiary

Gain on disposal of subsidiaries

Profit before taxation
Income tax expenses

Profit before minority interests
Minority interests

Profit attributable to shareholders
Dividends

Eamnings per share (HK cents)

e
SR

EH

GBI

HEBR

B

el

B

it — T B A TR
s 2

L BB 2 7 2

B BRI

Fr B

Rt BRI
LRSS
BRSR A 2

gRAEF &)

Notes

et

(@]

27
28

10

2005
—geng
HK$'000
Figs
942,045

(623,468)

318,577
7215

(88,494)

(108,685)

128,613
(811)

31,199

159,001
(12,197)

146,804
(13,218)

133,586

(66,000)

16.2

2004
—EFNEF
HK$'000
FHET
955,750
(617,029)

338721
17,996

(112,462)

(132,106)

112,149
777)

1,548

112,920
(9,876)

103,044
(883)

102,161

(66,000)

12.4



At 31 March 2005 RA—ZEZERF=/F=+—H

NON-CURRENT ASSETS

Property, plant and equipment

Deposits paid on acquisition of property, plant
and equipment

CURRENT ASSETS

Inventories

Trade and other receivables

Defined benefit assets

Amount due from a related company
Taxation recoverable

Bank balances and cash

CURRENT LIABILITIES

Trade and other payables

Amounts due to related companies

Amounts due to fellow subsidiaries

Taxation payable

Land and buildings costs payable
— due within one year

Bank and other borrowings

NET CURRENT ASSETS
TOTAL ASSETS LESS CURRENT LIABILITIES

NON-CURRENT LIABILITY
Deferred taxation

MINORITY INTERESTS

CAPITAL AND RESERVES
Share capital
Reserves

Annual Report 2004/2005 4F %

FRBEE

W% - BE KRR

BEME  BERRE
AN kA

REBEE

&
FEWE 5 K Bt 50IR
FENBEE

FEW BB N R IR
AT Y E IR
RITHEBREAE

REAE
FERTE 5 R B A 5IR
FEfN BB R RIFOR
FET R R SR B/ 2 7]
e TEIR
FEAT - 3h RABFRA
—R—FREH
RITREMIEE

REBEEFE
BEERABREST

FRBEME
EERIA

DERRES

BN fEE
(e
G

The financial statements on pages 22 to 63 were approved and authorised
for issue by the Board of Directors on 28 June 2005 and are signed on its

behalf by:

Wai Siu Kee
Chairman

FE

Lee Marin

2005 2004

—2TIF _—TTWF

Notes HK$'000 HK$'000
MiaE FExT FAT
12 161,043 133,860
13 - 5,094
161,043 138,954

15 65,996 105,684
16 92,856 158,059
33 3,366 3,910
17 - 20

- 1,789

202,905 106,220

365,123 375,682

18 59,961 101,981
19 - 1,545
FIE 20 544 -
2,374 1272

217 1,293 6,916
22 2,234 19,904
66,406 131,618

298,717 244,064

459,760 383,018

23 1,754 =
- 16,547

458,006 366,471

24 82,500 82,500
375,506 283,971

458,006 366,471

ENAEF3AMEACHBRREN _TTA
FRAA-T/\BRESSBEBRTETE I
B TIIESEAREE ¢

a Man Wai

=&
Director

EF
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At 31 March 2005 RA—ZEZERF=/A=+—H

NON-CURRENT ASSETS
Investments in subsidiaries

CURRENT ASSETS

Amount due from a subsidiary

Bank balance

CURRENT LIABILITIES
Other payables

NET CURRENT ASSETS

CAPITAL AND RESERVES
Share capital
Reserves

Wai Siu Kee
HOE
Chairman
FE

Notes

et

FRBEE
LRy NG 14

REBEE

JRE W B B 2 B KIR

RITAEER

REBAE

H At FES R

REBEEFE

24
26

Lee Marina Man Wai
ENE
Director

-

2005
—geng
HK$'000
FH

215,145

41,600
199

41,799

385
41,414

256,559

82,500
174,059

256,559

2004
—ZEF
HK$'000
FET

215,145

41,700
86

41,786

324
41,462

256,607

82,500
174,107

256,607
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For the year ended 31 March 2005 HE—ZTTHE=A=+—HILFE

At 1 Apil 2003

Surplus arising on revaluation of
property, plant and equipment

Exchange differences arising from
translation of financial statements of
overseas operations

Gains not recognised in the
consolidated income statement

Realised on depreciation of property,
plant and equipment

Realised on dispasal of property,
plant and equipment

Profit attributable to shareholders

Dividends (note 10)

At 31 March 2004

Surplus arising on revaluation of
property, plant and equipment

Exchange differences arising from
translation of financial statements of
overseas operations

Gains not recognised in the
consolidated income statement

Realised on depreciation of property,
plant and equipment

Realised on dispasal of property,
plant and equipment

Realised on disposal of subsidiaries

Deferred tax liability arising on
revaluation of property, plant
and equipment

Profit attributable to shareholders

Dividends (note 10)

At 31 March 2005

W-EZ=FMA—H

VERETEVES
LEMER
BINIBRR L

EAER

AREA kR
TR Wt

nE - BELE
JITEER
HENE  BER
HEER
REEE R
ke (FrzE10)

RZZEME=R=1—-H

VERETEIE S
LEMER
BINIBRE
ZEAER

AREA kR
P i

nE - BER
REZTESR
HENE  BER
REER
HEHBARIER
HERYE  BER
REfEEZ
EEHBAR
REEE R

k& (FrzE10)

W-ZEERFE=A=t-H

Share
capital

BA

HK§'000
TiEn

82,500

82,500

82,500

Share
premium

Ryl
HK$'000
ThT
20307

20,307

20,307

Asset
revaluation
reserve
BE
Bt
HK$'000
Tigr

13,255

1,304

1,304

14,559
(575)

(380)

13,604

25,484

Translation
reserve

B

HK§'000
TR

(752)

1,460

1,460
708

219

219
927

Special
reserve

IRk E
HK$000
Tign
(67990)

(67990)

Accumulated
profits  Total
EE iyl CH
HK$'000  HK$'000
Thr TEn
280226 327546
= 1,304
= 1,460
= 2,764
280226 330310
575 =
380 =
102,161 102,161
(66,000) (66,000)
317342 366,471
- 25484
= 219
- 25703
317342 392,174
949 =
255 =
164 -
- (1754)
133,586 133,586

(66,000) (66,000)

386,296

458,006

25



Consolidated Statement of Changes in Equity
MEEaBB R

The special reserve of the Group represents: REE 2RI -

(i) the difference between the nominal value of the share capital () ARRAFEBA_ZTT—F+_RAzEKH
issued by the Company and the nominal value of the share capital BAAFTUEE 2 Bi B A B 2 AR A TE (A B
of the subsidiaries acquired pursuant to the group reorganisation RABEREITRARBEZEZRE &
in December 2001; and

(i) the special reserve of a subsidiary, Lee & Man Development (i) FMIEBAF Lee & Man Development
Company Limited (“Lee & Man Development”), which represents Company Limited ([3EXEER]) 25
the difference between the nominal value of the share capital PlFEEDERBE AR —NN=F2
issued by Lee & Man Development and the nominal amount of SESAMBENEARTZRAEE
the share capital of subsidiaries acquired by it pursuant to a group IRV EREEITRAREZEZR

organisation in 1993.

26




For the year ended 31 March 2005 #Z =T

OPERATING ACTIVITIES
Profit from operations
Adjustments for:
Interest income
Depreciation and amortisation
Loss on disposal of property, plant and equipment
Bad debts written off
Deficit (surplus) arising on revaluation of property,
plant and equipment

Operating cash flows before movements

in working capital
Decrease (increase) in inventories
Decrease (increase) in trade and other receivables
Decrease in defined benefit assets
Decrease in amount due from a related company
(Decrease) increase in trade and other payables
(Decrease) increase in amounts due

to related companies
Decrease in amounts due to fellow subsidiaries

Cash generated from operations
Interest paid

Hong Kong Profits Tax paid
Overseas taxation paid

NET CASH FROM OPERATING ACTIVITIES

INVESTING ACTIVITIES
Disposal of subsidiaries
Deposits refunded on acquisition of property,
plant and equipment
Interest received
Proceeds from disposal of property,
plant and equipment
Purchase of property, plant and equipment
Proceeds from partial disposal of
interest in a subsidiary

NET CASH FROM (USED IN)
INVESTING ACTIVITIES

Annual Report 2004/2005 4F %

hFE=A=+—HILFE

RExK

il

HE

MBKA

FEREH

HENE  BELREER
BRHRMR

Bl0E  BERRE
FEL B4 (BE)

B RS BB Y G
$HRLRE
FEHL ()
ERE B REMIERD ()
;gi*lji}—lﬁxééﬂd\
FELk B A\ R 2E R >
mﬁﬁ%&ﬁfmﬁ<ﬂ»>%m
EHBERTNE
GRid) #m
ENRZEEHED

CEEBHERSE
BRG]
BERERRIGH
BITEINIE

REXBHFEREPH

REEE

LEMBAR

REBENE - BR
SEZENTE

FlEMA

LENE  BRRSE
PS8

BENE  BERLHE

HE—RRBARHR
= F1SFUE

REZEBFE (FiF)
BeFE

IE,)@Q’J\

FU‘“I

2005

S

Note HK$'000
i TR

128,613

(2,409)
12,130
159
10

116

138,619
15,548
4,075
544
20

(3,828)

(349)
(652)

153,977
(811)
(8,977)
(175)

144,014

28 48,488

5,094
2,409

28
(24,391)

31,828

2004
—TENE
HK$'000
TAT

112,149

(799)
11,349
143
494

(2,648)

120,688

(4,824)

(26733)
542
57
202733

418

112,881
(777)
(17946)
(65)

94,093

799

255
(14,132)

5,850

(7228)
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For the year ended 31 March 2005 #Z=ZFF

FINANCING ACTIVITIES

Dividends paid

Repayment of other borrowings
Dividend paid to minority shareholders
Other borrowings raised

NET CASH USED IN FINANCING ACTIVITIES

NET INCREASE IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
AT BEGINNING OF THE YEAR

CASH AND CASH EQUIVALENTS
AT END OF THE YEAR

ANALYSIS OF THE BALANCE
OF CASH AND CASH EQUIVALENTS
Bank balances and cash
Bank overdrafts

FFE=A=t—HIFE

MERDERTFH

RERERREERE
BIFE

REDZRER
SEBELEA

RERZRER
SRREEA

RERERRE
HRGHI
RTEARRAE
RITEX

Note
fits

2005
-
HK$'000
TR

(66,000)
(10,429)

(4,809)

(81,238)

94,604

106,067

200,671

202,905
(2,234)

200,671

2004
i3
HK$'000
TAT

(66,000)

19751

(46,249)

40,616

65,451

106,067

106,220
(153)

106,067
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The Company is incorporated and registered as an exempted
company with limited liability in the Cayman Islands under the
Companies Law (Revised) Chapter 22 of the Cayman Islands
and its shares are listed on The Stock Exchange of Hong Kong
Limited (the "Stock Exchange”). Its ultimate holding company is
Fortune Star Tradings Ltd. (“Fortune Star”), a company which is
incorporated in the British Virgin Islands.

The Company acts as an investment holding company and the
principal activities of its principal subsidiaries are set out in note 35.

In 2004, the Hong Kong Institute of Certified Public Accountants
(the "HKICPA") issued a number of new or revised Hong Kong
Accounting Standards and Hong Kong Financial Reporting
Standards (herein collectively referred to as “new HKFRSs") which
are effective for accounting periods beginning on or after 1 January
2005 except for HKFRS 3 “Business Combinations”. The Group
has not early adopted these new HKFRSs in the financial
statements for the year ended 31 March 2005.

HKFRS 3 is applicable to business combinations for which the
agreement date is on or after 1 January 2005. The Group has
not entered into any business combination for which the
agreement date is on or after 1 January 2005. Therefore HKFRS
3 did not have any impact on the Group for the year ended 31
March 2005.

The Group has considered these new HKFRSs but does not expect
that the issuance of these HKFRSs will have a material effect on
how the results of operations and financial position of the Group
are prepared and presented.

RAFIBEREFHEATNE IR &
T ERHREHSTMKRIA—FE
BRBRAR - ERHNEEBERS
FABRAR] ([BE3ZA]) B o HEaiE
f& A7) BFortune Star Tradings Ltd.
([Fortune Star|) - —FEIpA S8 4 FR m B¥
SHEMKI 2 A7 .

ANR7 /—HREZEBRAR - B8
FE A B2 £ B RN MIEESS °

—TTNE - FEGRIASEMSIH
el ER] < BE R R E B
TEREER (et 3 [ & B M S s 2
A1) - BRI E LRI R
Bastlih  RFEARN_FTThF—
A—BzRARZ ST HRE - &
SEYERENEBE_TTAF=A=
T— B L FE SRR P RN FH
BRUHRELER -

BBV REENEIRERR H#
BHA—TTRF—A—BaZ2BRZE
BEs - AREY BRI EMARS=
ZERF A ARZRZEHE M
& At HEBUHEREERFEIE
HAEENHE_TTAF=A=1—
HIEFETEERTE

AEBECHERENEEMBRESE
Al WS E BB REEAZ
YRS SR E IV ER RS Sy )
BRI ATNEEERTE
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The financial statements have been prepared under the historical
cost convention, as modified for the revaluation of property, plant
and equipment of the Group, and in accordance with accounting
principles generally accepted in Hong Kong. The principal
accounting policies adopted are as follows:

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to 31
March each year.

The results of subsidiaries acquired or disposed of during the
year are included in the consolidated income statement from the
effective date of acquisition or up to the effective date of disposal,
as appropriate.

Al significant inter-company transactions and balances within the
Group are eliminated on consolidation.

Foreign currencies

Transactions in foreign currencies are initially recorded at the rates
of exchange prevailing on the dates of the transactions. Monetary
assets and liabilities denominated in such currencies are re-
translated at the rates prevailing on the balance sheet date. Profits
and losses arising on exchange are included in net profit or loss
for the year.

On consolidation, the assets and liabilities of the Group’s
operations outside Hong Kong are translated at exchange rates
prevailing on the balance sheet date. Income and expense items
are translated at the average exchange rates for the year. Exchange
differences arising, if any, are classified as equity and transferred
to the Group's translation reserve. Such translation differences
are recognised as income or as expenses in the period in which
the operation is disposed of.

Turnover
Turnover represents the net amounts received and receivable for
goods sold by the Group during the year.

A BT IRBEE AL BRAZ G5t
JRAFRIEE 2 AN A AR BLTAK » I 514
¥ BEEREIENHEELHE -
ARSI = B St BERILD
s

GAHE
I AMTSREBIEAA R RENB AR
BEHE=A=1+—BI70BHRE -

FRMPIBRHE 2B AR Z4E -
AU B At At 2R E AR
HiLE (@A) - st AR MR -

AEBAZ AR ZEARS R AEEHRT
FAERA BR B B T LA 8 o

S

PAINEEHB 2 RPIERXFE B ZEXR
I8 - NRFERREEZEREERA
ENREE R 2 EREHTE - REY
MELE 2 BEC BREEFRZFEN
EEA

EREGAIRAE - AEBEEFBAIN
RAERH BERAEDREER
ZEXRFE - WARBREBISZFEA
ZFERPTE - HWELZERZER
(nA) FIER At st M B AR B
S o EHEREERER  ZFER
ERABER SRR BALER

-
EEREEASENFALEERZEH
N MR IR F AR
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Revenue recognition
Sales of goods are recognised when goods are delivered and title
has passed.

Interest income is accrued on a time basis, by reference to the
principal outstanding and at the interest rate applicable.

Investments in subsidiaries
Investments in subsidiaries are included in the Company’s balance
sheet at cost less any identified impairment loss.

Property, plant and equipment

Property, plant and equipment, other than buildings under
construction, are stated in the balance sheet at their revalued
amount, being the fair value on the basis of their existing use at
the date of revaluation less any subsequent accumulated
depreciation and amortisation and any subsequent impairment
loss. Revaluations are performed with sufficient regularity such
that the carrying amount does not differ materially from that which
would be determined using fair values at the balance sheet date.

Buildings under construction are stated at cost which includes all
construction costs and other direct costs, attributable to the
buildings under construction. They are not depreciated or
amortised until completion of construction. Costs of completed
buildings under construction are transferred to the appropriate
categories of property, plant and equipment.

Any surplus arising on revaluation of property, plant and equipment
is credited to the asset revaluation reserve, except to the extent
that it reverses a revaluation deficit of the same asset previously
recognised as an expense, in which case the increase is credited
to the income statement to the extent of the decrease previously
charged. A decrease in net carrying amount arising on revaluation
of an asset is charged to the income statement to the extent that
it exceeds the balance, if any, on the asset revaluation reserve
relating to a previous revaluation of that asset. On the subsequent
disposal or retirement of a revalued asset, the attributable
revaluation surplus is transferred to accumulated profits.

The valuation of freehold land is not amortised.

LON:: 32
TW%EFTWH CSE7 R S LT ZE 3
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ZRFEELESKER -

ERPRBFIHRRAMEAR - KAMEER
REZTETRIGZARER AR
BB - EEPBTEEKATME
PrESHEE - EETETERBEMAN
HEAYE BERERBEERE
A o

RAEHYE - BEMREMEL 2 ER
SRIFEEELHE GBRIFEREER
BEGHREGEEMMERSRPERR
B RIRE 2 EfMABERIERA -
BTREBBIAE 2 RETEAL) - BER
—HEEMASHEREREREF
B - AIEBASERaRTERRSER
R EERERERMELEES
AR BB E R R EES
- MR 2B R T R
RER) - CEM[BBEERRKRBENE
BE - RIEEHBRERAREZRT

IKAFME L2 (HE EE S -

31



32

Lee & Man Holding Limited 22 X & B & [R 2 7

For the year ended 31 March 2005 HZ=—ZTTRF=A=+—HIFE

Property, plant and equipment (continued)

The valuation of leasehold land and land use rights is amortised
over the period of the lease or rights respectively using the straight
line method.

Depreciation and amortisation is provided to write off the valuation
of buildings and leasehold improvements over their estimated useful
lives, using the straight line method, at the rate of 5% per annum.

Depreciation is provided to write off the valuation of other property,
plant and equipment over their estimated useful lives, using the
reducing balance method, at the following rates per annum:

Furniture, fixtures and equipment 20%
Motor vehicles 25%
Moulds 33Y9%
Plant and machinery 20%

The gain or loss arising from the disposal or retirement of an
asset is determined as the difference between the sale proceeds
and the carrying amount of the asset and is recognised in the
income statement.

Impairment

At each balance sheet date, the Group reviews the carrying
amounts of its assets to determine whether there is any indication
that those assets have suffered an impairment loss. If the
recoverable amount of an asset is estimated to be less than its
carrying amount, the carrying amount of the asset is reduced to
its recoverable amount. Impairment loss is recognised as an
expense immediately, unless the relevant asset is carried at a
revalued amount under another standard issued by the HKICPA,
in which case the impairment loss is treated as a revaluation
decrease under that standard.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset
in prior years. A reversal of an impairment loss is recognised as
income immediately, unless the relevant asset is carried at a
revalued amount under another standard, in which case the
reversal of impairment loss is treated as a revaluation increase
under that standard.
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Inventories
Inventories are stated at the lower of cost and net realisable value.
Cost is calculated using the weighted average method.

Retirement benefit costs
Payments to the Mandatory Provident Fund Scheme (the “MPF
Scheme”) are charged as an expense as they fall due.

For defined retirement benefit plans, the cost of providing benefits
is determined using the Projected Unit Credit Method, with
actuarial valuations being carried out annually. Actuarial gains and
losses which exceed 10% of the greater of the present value of
the defined benefit obligations and the fair value of plan assets
are amortised over the expected average remaining working lives
of the participating employees. Past service cost is recognised
immediately to the extent that the benefits are already vested,
and otherwise is amortised on a straight line basis over the average
period until the amended benefits become vested.

The amount recognised in the balance sheet represents the fair
value of plan assets as adjusted for unrecognised actuarial gains
and losses, and as reduced by the present value of the defined
benefit obligation. Any asset resulting from this calculation is limited
to unrecognised actuarial losses and past service cost, plus the
present value of available refunds and reductions in future
contributions to the plan.

Taxation
Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from net profit as reported in the income
statement because it excludes items of income or expense that
are taxable or deductible in other years, and it further excludes
income statement items that are never taxable or deductible.
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Taxation (continued)

Deferred tax is the tax expected to be payable or recoverable on
differences between the carrying amounts of assets and liabilities
in the financial statements and the corresponding tax bases used
in the computation of taxable profit, and is accounted for using
the balance sheet liability method. Deferred tax liabilities are
generally recognised for all taxable temporary differences, and
deferred tax assets are recognised to the extent that it is probable
that taxable profits will be available against which deductible
temporary differences can be utilised. Such assets and liabilities
are not recognised if the temporary difference arises from goodwill
(or negative goodwill) or from the initial recognition (other than in
a business combination) of other assets and liabilities in a transaction
that affects neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, except where
the Group is able to control the reversal of the temporary difference
and it is probable that the temporary difference will not reverse in
the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow all
or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to
apply in the period when the liability is settled or the asset is
realised. Deferred tax is charged or credited in the income
statement, except when it relates to items charged or credited
directly to equity, in which case the deferred tax is also dealt with

in equity.

Operating leases
Leases are classified as finance leases when the terms of the
leases transfer substantially all the risks and rewards of ownership
of the assets concerned to the Group. All other leases are classified
as operating leases.

Rentals payable under operating leases are charged to the income
statement on a straight line basis over the period of respective
leases.
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No business segment analysis is provided as all of the Group’s
turnover and contribution to results were derived from the
manufacture and sales of handbags and luggage for both years.

Geographical segments
The following table provides an analysis of the Group's sales by
geographical market, irrespective of the origin of the goods:

Sales revenue by Contribution to
geographical market profit from operations
RiE M5 Z HEWA T RR R
2005 2004 2005 2004
Z22RE _TTWF CZBBREF _TTEF
HK$'000 HK$'000 HK$'000 HK$'000
FET THET FExT FHT
United States of America ("USA") EE 732,597 746,534 98,736 84,868
Europe BUM 178,300 172,970 26,442 22,582
South America BENMN 8,967 8,321 1,367 1,400
Hong Kong BE 6,091 16,112 602 473
Others Hithi e 16,090 11,813 1,467 406
942,045 955,750 128,614 109,729
(Deficit) surplus arising on revaluation &% ~ BE &
of property, plant and equipment RIBEEZ (B4 Bk (116) 2,648
Unallocated corporate expenses A ARFRY (2,294) (1,027)
Interest income FEWA 2,409 799
Finance costs %8 A (811) 777)
Gain on partial disposal of interest in & — B2 A
a subsidiary bR 2 W - 1,548
Gain on disposal of subsidiaries HEMEA Rz 31,199 -
Profit before taxation PR AT A 159,001 112,920
Income tax expenses PRASHS (12,197) (9,876)
Profit before minority interests Rt IR AR T 146,804 103,044
Minority interests DHR RS (13,218) (883)
Profit attributable to shareholders PR PR A 133,586 102,161

HRARERA 2 EXBRELHNE
BUIRBEFRTFRRITEMZUENH
& BEGHB L EER o

ESE
TRBEAEEZETS (MO ER
[REH) 85 2 SHE DT
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Geographical segments (continued)

Since the goods sold to various geographical markets were
produced from the same production facilities, an analysis of assets
and liabilities by geographical market is not presented.

The following is an analysis of the carrying amount of segment
assets and additions to property, plant and equipment, analysed
by the geographical area in which the assets are located:

Carrying amount
of segment assets

&S (8)

HREEETER TS ZEmIER
MR £ ERM - BIRMETISE D 2

BERBEANLEZT -

REEMEMEE D 2 D BEEZRE
BENYE - BERREBIRNEZ DTN

™

Additions to property,
plant and equipment

SPEEEZIREE ¥ BERRBZFE
2005 2004 2005 2004
—2ERE —TIWEF ZBBREE —TITEF
HK$'000 HK$'000 HK$'000 HK$'000
THERT FHET TERT FHET
Hong Kong BB 299,277 219,031 1,487 155

People’s Republic of China R A RAFE

(the "PRC") (R E) 196,202 197,965 16,096 8,137
Thailand RE 21,094 21,228 - -
USA EH 9,593 76,412 1,185 2,908
526,166 514,636 18,768 11,200
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Profit from operations has been arrived
at after charging:

Directors’ emoluments (note 7)

Other staff costs

Other retirement benefits scheme
contributions

Total staff costs

Auditors’ remuneration

Bad debts written off

Cost of inventories

Deficit arising on revaluation of property,
plant and equipment

Depreciation and amortisation

Loss on disposal of property,
plant and equipment

and after crediting:

Interest income

Rental income under operating leases,
net of negligible outgoings

Surplus arising on revaluation of property,
plant and equipment

Interest on:
— bank borrowings wholly repayable
within five years
— other borrowings wholly repayable
within five years

2005
—ZTRF
HK$'000
FBxT
KR FE IR
EFMe Biz7) 3,253
H B B A 131,707
H AR KR
FHEIER 928
BB ARG 135,888
ZEREN N & 696
ZERBR 10
FERA 465,447
EEWME - BE MR
FREE 4 2 B4t 116
e R g 12,130
HEME - KR
NG 159
WEEA :
A B U A 2,409
LTRSS WA
(BB EMFE) 705
EEME - BER&ME
FREEE 2 Bk -
2005
—ETRF
HK$'000
FET
A8
—BRAFRNEBEER
ZIRTTERR 47
—BRRAFERE2HEER
ZEAMER 764

811

2004
—ETPF
HK$'000
FHBT

2,998
142,826

1,005
146,829

612
494
470,797

11,349

143

799

2,648

2004
—ZEETMF
HK$'000
T

117

660

777
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Directors' fees: BEEHWE
Executive HITEE
Independent non-executive BIIHITES
Other emoluments of executive directors: #1TE =~ Hib 4 -
Salaries and other benefits e REAER
Bonuses TEAL

Retirement benefits scheme contributions IRRBFIEEI R

The emoluments of the directors were within the following bands:

2005 2004
—EEEF —TIMF
HK$000 HK$'000
THE  TAT

214 173
2,779 2,739
209 38
51 48
3,253 2,998

EEMENTF TIEE

2005 2004
—ETRF —ZTTOF
Number of  Number of

directors directors

38 BEEAY BEFEAH
Up to HK$1,000,000 # % 1,000,000/ 7T 7 7

HK$1,000,001 to HK$1,500,000 1,000,001 T2 1,500,000/ 7T 1 1

During the year ended 31 March 2004 and 31 March 2005, no
emoluments were paid by the Group to the five highest paid
individuals (including directors and employees) as an inducement
to join or upon joining the Group or as compensation for loss of
office. None of the directors has waived any emoluments for
both years.

REZE-_ZTNFE=ZA=1+—HItKk =
TTRF=A=1T—HIEFE ' ~&E
WERRA =TIz AT (BEES
LES) XM - EREHEEINAL
RIMAREER 2 825 - sBEmE -
MIEFEMEESRE TS -
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Of the five individuals with the highest e
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moluments in the Group,

one (2004: none) was a director of the Company whose

emolument is included in the disclosu

res in note 7 above. The

emoluments of the remaining four (2004: five) individuals were

as follows:

Salaries and other benefits
Bonuses

The emoluments were within the following bands:

Up to HK$1,000,000

HK$1,000,001 to HK$1,500,000
HK$1,500,001 to HK$2,000,000
HK$4,000,001 to HK$4,500,000
HK$8,000,001 to HK$8,500,000

The charge comprises:

Hong Kong Profits Tax
Overprovision of Hong Kong Profits Tax
in prior year

Overseas taxation

EAREERHESHMs ATHR - 815
—M (CETHF : | ARFES  H
BN E #R L3P EET o M E R UfL
(CEZMEF - Afl) &SHMA LT 2B
ST

2005 2004
—EEEF —TIMF
HK$000 HK$'000
THE  TAT
4,913 10,546

- 7,187

4,913 17,733

e F TIIEE

2005 2004

—EFRRFE —TTFE

Number of  Number of

employees  employees

PN BB A%

#%1,000,0007% 7T 1 -
1,000,001/ 7T E 1,500,000/ 7T 2 -
1,500,001 7T 22,000,000/ 7T 1 3
4,000,001 £ 4,500,000 7T - 1
8,000,001/ T 28,500,000/ 7T - 1
2005 2004

—EERFE —ZTTME

HK$'000 HK$'000

B

BBMEH
EFEEBEREL
FRNEHR

BINHIA

FHT T

11,615 9,811
(15) -
11,600 9,811
597 65

12,197 9,876
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A substantial portion of the Group's profits neither arises in, nor is
derived from, Hong Kong and therefore is not subject to Hong
Kong Profits Tax.

Hong Kong Profits Tax is calculated at 17.5% (2004: 17.5%) of
the estimated assessable profit for the year.

Overseas taxation is calculated at the rates prevailing in the
respective jurisdictions.

The charge for the year can be reconciled to the profit per the

AEBERBMEMNEFEBRREE
B HAMRBEENSEH

FBME m%&iﬁqfﬁuﬂ’i%m/ﬁ%'ﬁ

17.5% (ZZZT P4 : 17.5%) & -

ONHIBTSHZA
mat&E °

R {ERE EE Y 2R

F AR IAR S BN as 2R P51 M SRR AN

income statement as follows:

HK$'000
TR
Profit before taxation BRI R A 159,001
Tax at the domestic income tax rate AR PRAERE17.5%
of 17.5% (2004: 17.5%) (ZZZMWE £ 17.5%)
ZHR 27,825
Tax effect of expenses that are EEERTUAME
not deductible in determining AAHIB S HZ
taxable profit HGRE 960
Tax effect of income that is not taxable B & FE R0 R FIR /A
in determining taxable profit AR AZ B2 (8,168)
Tax effect of deferred taxation asset AEREERIEEE
not recognised ZRiETE -
Tax effect of tax losses not recognised ~ AERHEF B BB E 1,161
Tax effect of offshore income not AR BRI
subject to tax RGBT 2 (9,324)
Overprovision in prior year AFERERE (15)
Utilisation of tax losses not previously — E)FBERHERZ
recognised HIREE (1,005)
Effect of different tax rates of REMEERALER
operation in other jurisdictions PRIt iTE A7 763
Tax expense and effective tax rate AFEZRBEZ N
for the year REBRBE 12,197

T

2005 2004
k- 1 573 —EEINE
% HK$'000 %
FAETL
112,920
17.5 19,761 175
0.6 490 04
(5.1) (1,963) a.7)
- 204 02
0.7 1,146 10
(5.9) (9,280) 83)
(0.6) (701) 06)
0.5 219 0.2
17 9,876 8.7
RIERIARNGEE B RFERN 2 B

Details of deferred taxation at the balance sheet date and during

the year are set out in note 23.

5F23 °
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10. DIVIDENDS 10. BB

2005 2004
“EERE —_TTNF
HK$'000 HK$'000
FERT FHET

Interim dividend paid of HK$0.03 Bk E Bk B B AR AL
(2004: HK$0.03) per share (ZEZMF : 378() 24,750 24750

Final dividend proposed of HK$0.05 ERARERE SRS

(2004: HK$0.05) per share (ZZZM4 : 550) 41,250 41,250
66,000 66,000

The final dividend of HK$0.05 (2004: HK$0.05) per share has
been proposed by the directors and is subject to approval by the
shareholders in annual general meeting.

11. EARNINGS PER SHARE
The calculation of the basic earnings per share is based on the
profit attributable to shareholders of HK$133,586,000 (2004:

HK$102,161,000) and 825,000,000 (2004: 825,000,000)
shares in issue during the year.

EXZgEERIRE RIS ZRSE
(ZZ2TWE : 58 - HBFBRRR
BERE L

BRET

BREARRBF THIRF AR EEEF
133,586,000 (ZEZWHF :
102,161,000 7T) Br AR BATAR 5
825,000,000 (Z T4 - 41
825,000,0008%) Mat& °
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THE GROUP

COST OR VALUATION

At 1 April 2004

Currency realignment

Additions

Disposals

Upon disposal of subsidiary

Adjustment arising on
revaluation

Redlassification

At 31 March 2005

Comprising;
At cost
At valuation

DEPRECIATION AND
AMORTISATION
At 1 April 2004

Provided for the year

Eliminated on revaluation

At 31 March 2005

NET BOOK VALUES
At 31 March 2005

At 31 March 2004

Lee & Man Holding Limited 22 X & B & [R 2 7

Land and
buildings
1
i3 &4
HK$'000
TAL
N ]
RAEARGE
RZTTMENA—H 94,046
L 202
AE 3978
& -
HERBAR -
RERFEE
BB 17877
PEER 5,122
RZZThE
=A=t-R 121,225
23
EAR =
ZitE 121225
121,225
TERBS
RZFENE
MmE—H =
KRR 5662
Bl (5662)
R_ZZHE
=A=t-H =
FEFE
R=ZZRF
=H==F 121225
RZFZNE
ZR=1-H 94,046

For the year ended 31 March 2005 HZ=—ZTTRF=A=+—HIFE

Furniture,

Buildings fixtures and
under  equipment
construction B

EEF H£ER
BT B
HKS000  HK$000
TEL TAT
4261 8,445
7089 2,994
- (6)

- (1,887)

- (2,160)
(5122) -
6,08 73%
6228 -
= 73%
6228 73%
- 1852

- (1,852)
6,08 73%
4261 8,445

Leasehold
improve-
ments
E
VES
HK$ 000
T
11,380
1560

(2533)

(958)

9449

9449

9,449

1311
(1311)

9449

11,380

Motor
vehicles
e
HK$'000
T

1761
1477

(286)

(425)

2507

2507

2507

586
(586)

2507

1,761

Moulds
ER
HK$'000
TR

140

()

123

123

123

q
(47)

123

140

Plant and
machinery
RER
B
HK$'000
T

13827
1670

(45)

(1314)

14,155

14,155

14,155

2672
(2672)

14,155

13,827

Total
4t
HK$'000
TAL
133,860
18,768
(387)

(4420)

13,003

161,043
6,228

154815

161,043

12130
(12,130)

161,043

133,860
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For the year ended 31 March 2005 HZ =TT RF=A=1+—HILFE

Land and buildings includes assets carried at valuation of
HK$11,774,000 (2004: Nil) in respect of assets held for use
under operating leases.

The Group's property, plant and equipment, other than property
interests situated in Thailand, were revalued at 31 March 2005
by Sallmanns (Far East) Limited, an independent firm of
professional property, plant and machinery valuers, on the basis
of fair market value in continued use as part of an on-going
business.

The Group's property interests situated in Thailand were revalued
at 31 March 2005 by Thai Property Appraisal Lynn Philips Co.,
Ltd., an independent firm of professional property valuers, on the
basis of open market value in existing use.

The net surplus of HK$25,133,000 (2004: deficit of
HK$4,023,000) arising on the above revaluation has been dealt
with as follows:

(i)  asurplus of HK$25,249,000 (2004: HK$1,375,000) of
which HK$25,484,000 (2004: HK$1,304,000), net of
minority interests’ share of deficit of HK$235,000 (2004:
surplus of HK$71,000) has been credited to the asset
revaluation reserve; and

(i)  a deficit of HK$116,000 (2004: surplus of HK$2,648,000)
has been debited to the consolidated income statement.

TH REFBIEGER11,774,000/%8
T(CEEME - |\) cEETIFRAIEK
EHRHAS

AEEZYE - BENEZE  BRRNZE
Bz RSN - HRBYEEDE
s Rz A ERD - PP (ER) ARA
A R-ETRF=A=1+—BURF
MiE - WiRHAEEREETBIERE
RSB EEES -

REERNEE 2 MEEEZN _—_TTH
FZR=1T—"HABIUEXRVERMLE
B - Thai Property Appraisal Lynn Philips
Co, ltd. " IHERBRE 2 AFRTHISE
EEEE -

AEEAMEEDNF RS
25,133,000/8 0 (ZZEZMF : Al
4,023,000/ 7T) B ERIE AR T ¢

() 25,249,000 7T (ZZZTPYF :
1,375,000/ 7T) 28k © EHR KR
D BUR R FE 25 BTG B 411235,000
B (ZZEZTMF - &ER71,000
P IT) 1% 2.25,484,0005% 7T (=&
TPY4E : 1,304,000/ 7T) ERBEA
BESHEHR R

(i) 116,000/ Al (Z 204 ¢
2,648,000 L&) EFt ARG
WESFRA ©
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For the year ended 31 March 2005 HZ=—ZTTRF=A=+—HIFE

If the above property, plant and equipment had not been revalued,

they would have been included in these financial statements on

a historical cost basis at the following amounts:

THE GROUP K&E
Cost A
Accumulated depreciation  Z5HF &
and amortisation R
Net book values BEFE
At 31 March 2005 RZETRE
=A=t+-H
44 At 31 March 2004 i ik
ZA=t-H

The net book value of the Group's
property interests comprises:

Properties
— freehold in Thailand
— held under medium-term land
use rights in the PRC

Furniture,
fixturesand  Leasehold

landand equipment  improve-
buildings A ments

1 RER &

T =3 R WERRE
HK$000 ~ HK$000  HK$000
TAT TAT TAT

133,995 16,674 17,195

(38864)  (12,195) (8491)

95,131 4479 8704
91,499 5,005 10,995
AEEYFER L
BREVHERE -
/B
— ERBEAKARKERE
— ERBEAR L
ERERR

HAKEZME - BB RRELEET
B ESRRERAESIMT

Motor
vehicles
"E
HK$'000
TAR

6,369

(4716)

1,653

861

Plant and

machinery

Moulds BER
B Ha
HK$'000 HK$'000
TET AT
887 40208

Total
)
HK$'000
AT

215,328

(887)  (32879)  (98,032)

- 7329 11729
- 7649 116009
THE GROUP
ES
2005 2004
—BTIF _—TTWF
HK$'000 HK$'000
FHET THET
19,345 19,246
101,880 74,800
121,225 94,046
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13.

14.

DEPOSITS PAID ON ACQUISITION OF PROPERTY,
PLANT AND EQUIPMENT

THE GROUP

At 31 March 2004, the deposits were paid by the Group in
connection with the acquisition of property, plant and equipment
for future expansion. The related capital commitments were
included in note 31.

During the year ended 31 March 2005, the acquisition was
terminated and the deposits paid were then refunded.

INVESTMENTS IN SUBSIDIARIES

13. MEYE BEREMZEHTR

rEH

M-ZEZTE=R=+—8 - Ffl:]&
DAREBAERBETEE 2 M - B
ERHZEEE - AZENEEER
SIS -

RBE_TTRF=-A=1+—RHIFE
N ZEEECRIEMENZATZEMH
ZIRE o

14. HEAFER

THE COMPANY
b NN

2005 & 2004
ZBEEREER
—EETNF
HK$'000

FHBIT

Unlisted shares (Note) KTz RG (Fa)

Note: The carrying value of the unlisted shares is based on the underlying
net tangible assets of the subsidiaries at the time when they became
members of the Group pursuant to the group reorganisation in
December 2001.

Details of the Company's principal subsidiaries at 31 March 2005
are set out in note 35.

215,145

HeE - R b 2 BREETIHE A BE
BERE—F+ - A EEEAM
KRBT EEKEER 2B EES
o

W_FTRFZA=+—A  AAAZ
= BB A T2 FEERRHIESS -
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For the year ended 31 March 2005 HZ=—ZTTRF=A=+—HIFE

Raw materials JRATHY
Work in progress AR
Finished goods EK on

All inventories were carried at cost at the balance sheet date.

The Group allows an average credit period of 30 to 60 days to its
trade customers.

Included in trade and other receivables are trade and bills
receivables of HK$85,114,000 (2004: HK$142,161,000). The
aged analysis of trade and bills receivables at the balance sheet
date is as follows:

Less than 30 days DR30K
31 — 60 days 31E60K
61 — 90 days 61E90K
Over 90 days 90KIAE

THE GROUP
AEH

2005 2004
—EEEF —TIMF
HK$’000 HK$'000
THE  TAT

30,898 46,658
18,805 27,221
16,293 31,805

65,996 105,684

FIEGEETIAERE R 2 KA °

AEBETESEPZRERFER
30 KE60 K °

B 5 REAMBUGIRRIEREKE S R IE
W EE IR BRFR85,114,000 BT (Z TP
F 142,161,000 7T) * BWE S
FERERRFNEE R 2R DT 0
—F :

THE GROUP
KM

2005 2004
—EREF —TIMF
HK$'000 HK$'000
T P

38,035 88,296
19,014 29,535
11,781 7,696
16,284 16,634

85,114 142,161
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THE GROUP

The amount represented trading balance due from Lee And Man
Manufacturing Company Limited (“Lee & Man Manufacturing”),
which was beneficially owned by Ms. Lee Marina Man Wai, a
director of the Company. The amounts for the year ended 31
March 2004 were aged less than 30 days.

The amount was unsecured, interest-free and fully repaid during
the year.

Included in trade and other payables are trade and bills payables
of HK$40,753,000 (2004: HK$71,093,000). The aged analysis
of trade and bills payables at the balance sheet date is as follows:

Less than 30 days DRZ0KR

31 - 60 days 31E260K
61 — 90 days 61Z 90K
Over 90 days 90K

THE GROUP

The amounts represented trading balances due to certain
subsidiaries of Hans Energy Company Limited (formerly known
as Wisdom Venture Holdings Limited) (“Hans Energy”), which
was an associate (as defined in the Rules Governing the Listing
of Securities on the Stock Exchange (the “Listing Rules”)) of
Fortune Star. The amounts for the year ended 31 March 2004
were aged less than 60 days.

During the year, Fortune Star has acquired the remaining shares
of these subsidiaries from Hans Energy. Accordingly, the amounts
are reclassified as amounts due to fellow subsidiaries.

rEE

B2 R AR S B R R AR (2
XBUER) 2 B Sk o IR
ARNTEEFXBLLEIHS %K
AREE=TENF=A=T—ALLF
2 IRE DHI0K -

ZHBRTVER - 2R RRNFAZHE

o

Rl

B 5 REMENFERIEENE S RE
T ZERERFX40,753,000/8 70 (ZE=FM
1 71,093,000/7T) © BAHE S RIE
NEBREFNEE B ZREDHTIOT

THE GROUP
A

2005 2004
—EERFE —_TEMF
HK$'000 HK$'000

FTERT TR
32,263 52,580
7,527 17,820
281 533
682 160
40,753 71,093

rEE

IR ETRERERERER A (RIS
BEERERAR) (DEBER)ET
MBARCE S &% - ERERD
Fortune Star< BtE A (ILHERZFTE 5 L
TRAN ([ EARAI) 2 &%) - ZHKIE
REBEE_ZEENF=A=+—HItFE
2 BRER DHN6OK o

A Fortune StarE 12 B LRI BEZ
EBAT) 28R NP o Bt » %508
ENATEENRARZEENB AR
I8 o
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For the year ended 31 March 2005 HZ=—ZTTRF=A=+—HIFE

THE GROUP
The amounts are unsecured, interest free and have no fixed terms
of repayment. The aged analysis of the amounts is within 60 days.

THE GROUP
The balance represents the amount payable for the acquisition
of land and buildings and is payable within one year.

Other loan HEMfER
Bank overdrafts RITEX

At 31 March 2004, other loan represented advances from a
factoring company in the USA of a former subsidiary. The loan
bore interest at United States Prime Rate minus 2% per annum
and was repayable on demand. The loan was secured by certain
property, plant and equipment and inventories of a former
subsidiary of the Company amounting to HK$3,955,000 and
HK$20,791,000 respectively.

R EE
B EE - %8 REETEK
H o %A BRERFE60R AR ©

L
hEARETBELMREF I ENS
B IR —FRZIH -

THE GROUP
REH

2005 2004
—RREF —TTMF
HK$'000 HK$'000
FHET T
- 19,751
2,234 153
2,234 19,904

R-ZTZEME=ZA=1+—H  EfbfExR
T—RIMBARNER—REBAR 22
KA o AERIEEEREEFIZER
QECFEEERGE  WHEEKEER -
ZERTIAR AT —RIMNBARE TY
¥ BERSERFEEER 285
543,955,000/ 7L % 20,791,000/
=-
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The following are the major deferred tax liabilities and assets
recognised and movements thereon during the current and prior
reporting periods.

Accelerated
tax
depreciation

i3
BLEITE
HK$'000
FHT
THE GROUP FEHE
At 1 April 2003 and 2004 MZZEZ=FF
—ZEIE
mA—H -
Charge (credit) to income FAKEIGR
for the year GtA) 124
Charge to equity for the year FARERR -
At 31 March 2005 R-ZFAF
=RA=+—H 124

At the balance sheet date, the Group had unutilised tax losses of
HK$18,764,000 (2004: HK$34,106,000) available for offset
against future profits. A deferred tax asset has been recognised in
respect of HK$711,000 (2004: Nil) of such losses. No deferred
tax asset has been recognised in respect of the remaining
HK$18,053,000 (2004: HK$34,106,000) due to the
unpredictability of future profit streams. Tax losses may be carried
forward indefinitely.

ERRCIEEERARBEREERH
KRB RRREHR 2 ESERMT

Revaluation

of property,
plant and Tax
equipment losses Total
M BER
REBEM BEEE &t
HK$'000 HK$'000 HK$'000
THET TET TET
- (124) -
1,754 - 1754
1,754 (124) 1,754

REER - REBEARBAER AEKR
MARRKMEN 2 HEERER
18,764,000 (ZFZTMWM4EF :
34,106,000/87T) ° B BZEERER
T711,000% 7T (ZZZMEF : ) 2R
EFIEEE - BARRIRMNTATER
M BRLANE R BEFRIER 2 18,053,000
JTC(ZZZPUE @ 34,106,000/ 7T)
BERERELERHIEEE - BIABIER ER

HigteE o
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For the year ended 31 March 2005 HZ=ZTRF=A=1+—HIFE

THE COMPANY ¥ NG|
Ordinary shares of HK$0.10 each: LB EAR0IETT ¢
Authorised: EE

1 April 2003, RZZZ=FMA—AH

31 March 2004
and 31 March 2005

Issued and fully paid: BOIRBR
1 April 2003, R-EBEZ=FPYA—AH
31 March 2004 —ZETWF=RA=+—H
and 31 March 2005 rZETRE=A=1+—H

There was no movement in the Company's share capital for both
years.

The Company's share option scheme (the “Scheme”) was adopted
pursuant to a resolution passed on 14 December 2001 for the
purpose of providing incentives to directors and eligible persons.
The Scheme will remain in force for a period of 10 years from
adoption of such scheme and will expire on 13 December 2010.

Under the Scheme, the Board of Directors of the Company (the
“Directors”) may at their discretion grant options to (i) any director,
employee or consultant of the Group or a company in which the
Group holds an equity interest or a subsidiary of such company
("Affiliate"); or (ii) any discretionary trust whose discretionary
objects include any director, employee or consultant of the Group
or an Affiliate; or (iii) a company beneficially owned by any director,
employee or consultant of the Group or an Affiliate; or (iv) any
customer, supplier or adviser as may be determined by the
Directors from time to time to subscribe for the shares of the
Company (the “Shares”).

SEERF=AS T
E-TTHEF=A=1—A

H

Number of
ordinary shares Amount
ZEROHE T8
HK$'000
THT
5,000,000,000 500,000
825,000,000 82,500

ARBZBARMEFREILEEE) -

ARARBE-BER-_FE—F+ A+
OB ORESR - CERAERERE
([5181)) - ARBEERSBAL © 5
ERBRTFEREY AN _F—F
F+—A+=HEm -

RIS ARRERS ((EF2) A
BISmOAER - NEEHE R A EE
ZRAHZ AT ZHBAR ((BHEA
A 2 EREE - EEHER (i)
RmABRRANEESNEBE AR Z [
5= BREIERZEA2EET X
(iBARELEBB AR 2EAE
= EEREREZBEZIAR  F
(VHEZSRIRRE 2 EREP
R SRR T IBRE AR B A AR
Bedn (TR ) e



Annual Report 2004/2005 4F %

For the year ended 31 March 2005 HZ =TT RFE=A=1+—HIFE

Options granted must be taken up within 21 days of the date of
grant. The maximum number of Shares in respect of which options
may be granted under the Scheme shall not exceed 10% of the
issued share capital of the Company at any point in time. The
maximum number of Shares in respect of which options may be
granted to any individual in any 12-month period shall not exceed
1% of the Shares in issue on the last date of such 12-month
period unless approval of the shareholders of the Company has
been obtained in accordance with the Listing Rules.

Options may be exercised during such period (including the
minimum period, if any, for which an option must be held before
it can be exercised) as may be determined by the Directors (which
shall be less than ten years from the date of issue of the relevant
option). Options may be granted without initial payment. The
exercise price is equal to the highest of (i) nominal value of the
Shares; (ii) the closing price per share as stated in the Stock
Exchange's daily quotations sheets on the date of the grant of
the options; and (iii) the average closing price per share as stated
in the Stock Exchange's daily quotations sheets for the five business
days immediately preceding the date of the grant of the options.

The financial impact of share options granted is not recorded in
the Company’s or the Group's balance sheet until such time as
the options are exercised, and no charge is recognised in the
income statement in respect of the value of options granted in
the year. Upon the exercise of the share options, the resulting
shares issued are recorded by the Company as additional share
capital at the nominal value of the shares, and the excess of the
exercise price per share over the nominal value of the shares is
recorded by the Company in the share premium account. Options
which lapse or are cancelled prior to their exercise date are deleted
from the register of outstanding options.

No options were granted by the Company under the Scheme
since its adoption.

BT 2 AR AR B BET21
KA - BREREBEIFTR L 2 ER
RS R 2 RNEE - AR RRS
MIBBARATEZHITRAZ10% °
FRIERIR TR RES AR A R AR R 4L
& BRFMEA+ (@ A 8RR TR
ERIA T2 Bk R HER - T
SHRERZ T —EASBEs&E—HE
BITHRD 2 1% ©

BRETREFSEE 2 AMHRE (%
HARK i B T A BB AR S T A -

I B FERERHE Al T1TERILBRA 2 &
REEAIR (INA)) RTTE - FERER £ 5
AER VN2 BN TR L - WAHR
T =I8F 2 &xEEFERITEEBRGOK
2 mEfE « (i)BORELERER R
B3P B BRI 2 SBIKTE

R (iR R ERER H B BT ALER 5
BHEMXZ M BRRERMAIIZFIOE
PUTE ©

ERBERTTREE B AT - ROEREL
MBHELRFARRASAEE &
ERER  FARLBREZEEIR
W RPHER S - ERITEBK
1y - ARBTRBD < REERITE
BRI PT 1T 2 B AR SR AT 1 2 BY
R - MEBRITEEBHROEmME &
BABARAB ZBDRERT - 2K
N7 B BRI EHEUH 2 B A
TERTTE 2 FEIEE R R MRS o

EREZSOIPY SNz G
BB -

o1
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Share
premium
B#HEsE
HK$'000
FET

THE COMPANY ARATF
At 1 April 2003 R-ZE=£mA—R 20,307
Profit attributable to shareholders AR ERJE(L % 7 =
Dividends (note 10) 8 (HraEi0) =
At 31 March 2004 R-BEZWFE=A=+—H 20,307
Profit attributable to shareholders AR ERJE(L % 7 =
Dividends (note 10) &8 (Hrai0) =
At 31 March 2005 RZZEZTRF=A=1+—H 20,307

The contributed surplus of the Company represents the difference
between the aggregate net tangible assets of the subsidiaries
acquired by the Company pursuant to the group reorganisation
in December 2001 and the nominal value of the Company's
shares issued for the acquisition.

The Company's reserves available for distribution to its
shareholders comprise share premium, contributed surplus and
accumulated profits which in aggregate amounted to
approximately HK$174.1 million as at 31 March 2005 (2004:
HK$174.1 million). Under the Companies Law (Revised) of the
Cayman Islands, the share premium of the Company is available
for paying distributions or dividends to shareholders subject to
the provisions of its Memorandum and Articles of Association
and provided that immediately following the payment of
distributions or dividends, the Company is able to pay its debts
as they fall due in the ordinary course of business. In accordance
with the Company's Articles of Association, dividends shall be
payable out of the profits or other reserves, including the share
premium account, of the Company.

During the year ended 31 March 2004, the Group disposed of
499% equity interest in Cititower Pacific Limited (“Cititower") for a
consideration of HK$17,141,000 to a director and an employee
of a subsidiary of the Company (collectively the “Purchasers”).
The disposal resulted in a gain of HK$1,548,000 to the Group for
the year ended 31 March 2004.

Contributed Accumulated

surplus profits Total
BB Kb st
HK$'000 HK$'000 HK$'000
TR THT THT
112,338 41,478 174,123
= 65,984 65,984

- (66,000) (66,000)
112,338 41,462 174,107
= 65,952 65,952

- (66,000) (66,000)
112,338 41,414 174,059

ARAZEFBRIARFEB_FTF
—F+-AZEBSAEMKEZ B A
Al B EEFERMERATEZK
BmMBTIRAEEZEZRE -

R-_ZTERE=ZA=+—H ' KRR
DIRTRRR 2 - PR RE &
mBH R R REMNREFED
174,100,000 B (ZZZWM4F :
174,100,000 #7T) - RIBEHSHSA
ALE (BEE]) - AR EZRDEEN A
VEDIRSAE AR BIRE TR - 12D
MR R BBFE AR BIEBERER
#0 N2 2 Bl 2 45 5E TR E 99 R Rk B R R,
1%« NABINA] R AR B B ¥R 2 EE
FIEARHE IR RUE o IRBEARAR ZEEE
ERAR - ANAEZAR B A A iE A E
i - BIERGEERPIRE

REBEE_ZZNF=A=+—HILFE
A AEEE &R itower Padfic Limited
([Cititower|) Z 499 zs T 2N a) —F /2
RNAlz—REER—HEE GEAIE
F1)  R{BA17,141,00087T - mRHE
AREEREE_TTNFE=A=1+—
B I FEF2R 1,548 00078 T2 Wk ©
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During the year, the Group disposed of all the interest in Foreland

Pacific Limited and its subsidiaries for a consideration of
HK$56,930,000. The net assets of Foreland Pacific Limited and
its subsidiaries at the date of disposal were as follows:

NET ASSETS DISPOSED OF
Property, plant and equipment
Inventories

Trade and other receivables
Taxation recoverable

Bank balances and cash

Trade and other payables
Taxation payable

Bank and other borrowings
Minority interests

Gain on disposal

Total consideration

Satisfied by:

Cash

Net cash inflow arising on disposal:

Cash consideration

Bank balances and cash disposed of

HEZREE

M - BB RRE
=1
FEWE 5 Rk E A FRIE
A EI IR
BITEBRRS
FERTE 5 R E A FRIA
PRI
RITREMEE
DR RS

& 2 ek
HRE

SR

R

KEHEZFRERA

BeE

EHEZRITESRERE

The subsidiaries disposed of during the year contributed
HK$239,018,000 (2004: HK$306,054,000) to the Group's
turnover and HK$30,626,000 (2004: HK$13,887,000) to the

Group's profit from operations.

FA - REBEAKEHKE56,930,00044
& Foreland Pacific Limited & £ [f1/&@ /2 &)
2 2 IR - Foreland Pacific Limited &
HBARIRNEEERFEENT ¢

2005 2004
—EERFE —_TEMF
HK$'000 HK$'000
FET FHBT

4,420 =
24,140 =
61,118 -

269 —
8,442 =
(38,192) -
(423) -
(9,322) =
(24,721) -

25,731 =
31,199 =

56,930 =

56,930 =

56,930 =
(8,442) =

48,488 =

LEZHE QAR FEANE B
239,018,000 L (ZEZUEF :
306,054,000/ 7T) TASE 2 &%
$%30,626,000/%87T (= ff@¢
13,887,000/87T) T A& B 2 584

A e
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Among the total consideration of HK$17,141,000 for the disposal
of Cititower, HK$11,291,000 was offset with the bonuses payable
to the Purchasers during the year ended 31 March 2004.

Minimum lease payments paid under vtk
operating leases in respect of v A NP
— land and buildings — T RAEF
— equipment — &

54

T & Cititower 2 £8X{817,141,000/%
JOH - EH11,291,0008 0Ty EEE
—ZTTNF= A=+—HILFEANEN
FEE ZICALEEE -

At the balance sheet date, the Group had commitments for future
minimum lease payments under non-cancellable operating leases
which fall due as follows:

THE GROUP
REE

2005 2004
—¥TEF —TIMF
HK$'000 HK$'000
FET FHT
3,305 5,801
225 1,724
3,530 7,525

REER - AEBER A EHEEEHO K

RERERSMFAZNT

THE GROUP
TEE
Land and buildings Equipment
T REF B

2005 2004 2005 2004
—ZERF  —TTNF  —EERF —TTNF
HK$'000 HK$'000 HK$'000 HK$'000
FiEx FET FExT FET
Within one year —&FR 608 3,708 - 418
In the second to fifth year inclusive RE_ZFRFA 574 5,930 - 543
Over five years HiE T - 191 - -
1,182 9,829 - 961
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30. OPERATING LEASES (CONTINUED) 30. EEHEMGR
Operating lease payments represent rentals payable by the Group REBONTIEAR KBS EM AEYE
for office properties and equipment. Leases are negotiated for an RAEEN 2R - WAEWHE 2T
average term of five years and fixed for three years for office HEIARRE - M=FREFEMRE
properties, and leases are negotiated for an average term of two ERE IR RMF - BERE
years for office equipment. Rentals are based on the terms HEEWEN T IRNETE -

specified in the lease agreements.

The Company had no operating lease commitments at the balance RATPAAEE A I A48 & 1H 494
sheet date. 7=
31. CAPITAL COMMITMENTS 31. BFRIE
THE GROUP
AEHE
2005 2004
—®®EF -TINE
HK$'000 HK$'000
FHERT FHET
Capital expenditure contracted for BERTAERRI B REPEREZ 55
but not provided in the financial statements ~ BEEWE - BEKLREZ
in respect of the acquisition BT
of property, plant and equipment 3,154 1,232
The Company had no capital commitments at the balance sheet AT EE B I E(T A ANAIE o
date.



56

Lee & Man Holding Limited 22 X & B & [R 2 7

For the year ended 31 March 2005 HZ=ZTRF=A=1+—HIFE

THE GROUP THE COMPANY
rEE AT
2005 2004 2005 2004
—E2ZHE —TTOF Z2TRE —TINF
HK$'000 HK$'000 HK$'000 HK$'000
FEx FAT FTET FAT
Export bills discounted MEEBREZ
with recourse O =IRERIR 2,225 - =
Guarantees given to banks BN RER 2 EER
in respect of credit facilities i ERATIE 2 R
extended to subsidiaries - 80,500 93,300

At 31 March 2005, the subsidiaries of the Company have not
utilised any of the facilities granted by the banks which are
guaranteed by the Company.

Defined benefit scheme

The Group is @ member of a defined benefit scheme which was
open to qualified employees of companies under the control of
Fortune Star. In December 2000, all the then existing members
of the defined benefit scheme were enrolled into a MPF Scheme
and their accrued benefits for the past services under the defined
benefit scheme were frozen as at 30 November 2000. The
defined benefit scheme was closed to new employees from
December 2000 onwards.

Under the defined benefit scheme, employees are entitled to
retirement benefits varying between 0 and 100% of their salary
as at 30 November 2000 multiplied by the pensionable service
up to 30 November 2000 on attainment of a retirement age of
55. No other post-retirement benefits are provided.

The most recent actuarial valuation of the plan assets and the
present value of the defined benefit obligation was carried out as
at 31 March 2005 by HSBC Life (International) Limited. The
present value of the defined benefit obligation, the related current
service cost and past service cost were measured using the
projected unit credit method.

R-ZFTRAF=A=1—H ARAZ
B8 X A1 SR A0 AR R ERT TRA AR A R
ERME T ZEMEER -

REREFE

REBA—BARAENZAEIZKE « Z
stEI= A Fortune S Hl 2 AR AE
BEEMR - R=TTZF+=A " &
TS EER 2 FTEREEERLNA
BEEETE - quﬂﬁnd’iUTﬂE
HEFZ%F*U R=ZTTZTF+—A
=+BRRE EE‘.\E%‘JEE%\JDTEE:%
STFE+ZARTBESIHERNA -

BIEAEN =TS - EERNFER TR
FRARIR 2 BRl - ATURER Z AR RAEFI T4

ERERETEF+—HA=THZH
B2 0% ZE 100% 1% « WRNEZEZ
EETF+— A= T HIEZERTERR
SZRFFEE - AEEWARREEIR
UNET RIS

B E R ENSAERE SO 8
RERHME T BRES ASRE (BER) AR
RRRN_TTRAF=A=1T—HBFLF
fly o REMeAGERIE - B2 IRSAR
TSR BB RIS Th SRR TR B8
LT E ©
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Defined benefit scheme (continued) REFZTE (@)

IRz EBRERRMT

The main actuarial assumptions used were as follows:

2005 2004

“EBRF _—ZTNF

Per annum Per annum

Fx Fx

Discount rate BAER % 5% 5%
Expected return on plan assets FTEIEETERE 5% 5%
Expected rate of salary increases SN va HA L e 0% 0%

The actuarial valuation shows that the market value of plan assets
at 31 March 2005 was HK$9,046,000 (2004: HK$10,700,000)
and that the actuarial value of these assets represented 114%
(2004: 150%) of the benefits that were accrued to members.

The charge (credit) recognised in the consolidated income
statement in respect of the defined benefit scheme is as follows:

Current service cost I RIS A AR
Interest cost BB A
Expected return on plan assets SHEAETRHEIHR
Past service cost BERRTSACAR

Net actuarial gains TR R W

Total, included in administrative expenses ~ &&F * EBIEAITIE A

The actual return on plan assets for the year was HK$492,000
(2004: HK$510,000).

RENEETTEIEER ST hF=
A=+—B2ME%A9,046,000/%87T (=
ZZPULE ¢ 10,700,000/7T) © MaxEH
BEIEEBEIEENTEIK BRES
=2 114% (ZFZMHF : 150%) °

PR A NS R AR BIE R
2B (A B

2005 2004
—EBBHEF —TINF
HK$'000 HK$'000
FERT FHT
275 294

(489) (513)
777 765

(19) 4
544 542

REEFTEEE 2 BB A492,000
BT (ZZEZEF : 510,00087T) ©

of
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Defined benefit scheme (continued)

The amount included in the balance sheet in respect of the
Group's defined benefit scheme is as follows:

Fair value of plan assets TEIEE 2 N HEE
Unrecognised actuarial losses RERZ KBRS
Present value of funded obligations EEFRIE 2 IRE

The fair value of the plan assets does not include any equity
shares in the Company or property held by the Group.

Movements in the net asset in the year were as follows:

At beginning of the year REH]
Amounts charged to income BRI AR 2 B
At end of the year JINCIHES

Defined contribution scheme

The Group operates a MPF Scheme for all qualifying employees.
The assets of the scheme are held separately from those of the
Group, in funds under the control of trustees. The Group
contributes the lower of HK$1,000 or 5% of the relevant monthly
payroll costs to the MPF Scheme, which contribution is matched
by employees.

RERNZEE ()

AKEZRENmTEEIIABERR
RZEEMT

2005 2004
—geEF —TIMF
HK$'000 HK$'000
FHT  DER

9,046 10,700
2,243 366
(7,923) (7,156)
3,366 3,910

AEIBEZ A HEERLESSARFZ
BAERRARETE 2WE ©

FREEFREHNT -

2005 2004
—2RHEF —TIMF
HK$'000 HK$'000
T P

3,910 4,452
(544) (542)
3,366 3,910

REMKGE

REBRFBEERNIESRY —THA
BEEE - ZETEICEERAEE K
EDFARE  WHZEALRS - AEE
MR fE S FT 831,000/ ok B R E
BB AN 2 5% CABR & &%) - T
BB 2K EAER o
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The Group had significant transactions and balances with related
parties, some of which are also deemed to be connected persons
pursuant to the Listing Rules, during the year and at the balance
sheet date as follows:

FR - AEEEBRE - EREER
iz EHRRIRIES R E SREA LA
TTZERR S FNFER 2B

Name of party Nature of transactions/balance
WMELEH XHNE

Hans Energy and its subsidiaries
("Hans Energy Group”)

EBER R EMTE AR
(TER&E]D)

Lee & Man Manufacturing
B SUER

Lee & Man Paper Manufacturing
Limited (“Lee & Man Paper
Manufacturing”)

B GERAR AR
(FEXER])

Lee & Man Realty Investment
Limited (“Lee & Man Realty")

BXEXBRAF
(EXEX])

Subsidiaries of Fortune Star
Fortune StarZ Fff/& A &)

Corrugated cardboard and carton

boxes purchased (note a)
B RSN LA (Wita)
Management fee income received (note b)
EEBWA (Hztb)
Balance due to the Hans Energy Group
FEfHE B B 45 ER

Management fee income received (note b)
EREWN (Hfztb)

Licence fee received (note c)

CEREE (i)

Balance due from Lee & Man Manufacturing
FEMCE X BLERR 4584

Management fee income received (note d)

BEEBWA (Hfatd)

Licence fee paid (note e)

CHEREER (Hite)

Corrugated cardboard and carton

boxes purchased (note a)
B E RS AR R 45AE (Ffata)
Management fee income received (note b)
ERBIA (H7#b)
Balance due to subsidiaries of Fortune Star
JE St Fortune Starffi B A R4 4

THE GROUP
TEE

2005 2004

HK$'000 HK$'000

—EREE —TIMF

THER FET

5,583 7,309

432 737

- 1,545

210 269

705 =

- 20

399 505

1,368 1,454

1,121 -

143 =

544 =

59
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On 1 August 2003, the Group disposed of 32.67% equity interest
in Cititower to a director of Cititower for a consideration of
HK$11,427,000. Cititower is a former subsidiary of the Company.

Notes:

a. The Group has agreed to purchase corrugated cardboard and carton
boxes from time to time from Lee & Man Industrial Manufacturing
Limited (“Lee & Man Industrial”). The purchase prices are negotiated
on a case by case basis in the ordinary course of business by
reference to the prevailing market conditions.

Lee & Man Industrial is beneficially owned by Capital Nation
Investments Limited (“Capital Nation"), which was a former
subsidiary of Hans Energy and was disposed of to a subsidiary of
Fortune Star on 29 December 2004.

b. The Group has agreed to procure its subsidiaries to provide (i) use
of office facilities and equipment, (ii) use of transportation facilities,
and (i) management service including administrative and financial
services to Lee & Man Paper Products Company Limited and Lee &
Man Manufacturing for a monthly management fee on a cost basis.

Lee & Man Paper Products Company Limited is beneficially owned
by Capital Nation.

C Pursuant to a licence agreement (the “Licence Agreement”) entered
into between Lee & Man Company Limited (“Lee & Man
Company”), a wholly-owned subsidiary of the Company, and Lee
& Man Manufacturing, Lee & Man Company has agreed to grant
licence to Lee & Man Manufacturing to enter into possession of
and occupy certain facilities and office space at Gao Bu Industrial
Park for a term of one year (which may be extended annually if
agreed by both parties) commencing 1 April 2004 for a monthly
licence fee of approximately RMB40,000.

RZZEZ=F/\A—H A&EBEI

11,427,00078 T2 (8 H & Cititower 2
32.67% A 2S T CititowerZ — %=
= o Cititower 3R A &) Z BB AT] °

ikt -

AEBEREHGEEN Lee & Man
Industrial Manufacturing Limited ([F23Z
BE|BERBEREAE - BEE
BN EEEBBIER2EERTISE
TR B IR

BXEXJ)HCapital Nation
Investments Limited ([Capital Nation)
HEmA o Capital Nation &2 EEEIR
ZRMB AR R _EEWF+—A
Z+ B HEE T Fortune Star °

AR ER R AR EL P /B A Bl [RIFE AR
mARA R FIE X ELERIRH OB
=R N AR ¢ (i) E B ¢ K (i)
EERGBIETR R BURT - WIR
RAGABRERE -

B AR B PR 2 A)J5 # Capital Nation
Bms o

RBEFTERAB(EF
7] ARARZ 2 EHBRR]) HIEX
SUEmRERR] — In(E At (M
Whagl) - BEIOFTRIBR TEXEE
RS TEME THEERERETF
B 2 ERE - BT TMFEMA
—BRERH—FWMEFRENEF
BH) - B ARBEEL40,0007TA
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Notes: (continued) Wizt (8)

The Licence Agreement also provides that if Lee & Man
Manufacturing requires the use of additional areas in the premises
during the term of the Licence Agreement, Lee & Man Company
may grant further licences to Lee & Man Manufacturing to enter
into possession of and occupy such areas not exceeding 3,000
square metres for a monthly licence fee which is calculated on the
basis of the number of square metres of the areas of such premises
times RMB8 per square metre.

{EARERERRERTRA - NEE S RLERR
MEREGZHRNEEEERREN
ESH ) - BXOF TR BIMEETE
i@3,000F 5 K25 FEFER -
BEBESF AT AST AR

st
= o
A

Pursuant to the management services agreement entered into d HBEBXERGRAR(BXE
between Lee & Man Management Company Limited (“Lee & Man 1 KRRz 2 EWEAR) EIEX
Management”), a wholly owned subsidiary of the Company, and R (*Efil"ﬁ%ﬁ E'J‘?@%%Fortune
Lee & Man Paper Manufacturing, which is an associate (as defined StarZE AR _EZ=FNAN\H
in the Listing Rules) of Fortune Star, on 8 September 2003 for a & —HBE_ZT=FNA—BE
term of one year from 1 September 2003, Lee & Man Management ﬁ,ﬂﬂ—¢2 ERREHZE  BXER
will provide administrative and secretarial services to Lee & Man R SOGEAR T TR M AR TS » BA
Paper Manufacturing and the right to use Lee & Man Management's R SCERE RN B2 HE
office as registered office at monthly services fee of approximately BERTAMBKER  SARKELD
HK$72,000. The management service agreement was renewed 72,0007T - ERRBHEN_ZTZ
on 2 September 2004 for a term of one year from 1 September N NLA ZHAE AR E5,500/%8
2004 at monthly services fee of HK$5,500. THZZEZENFNR—BHREDH—
F o
Pursuant to two licence agreements entered into between Lee & e REEXEBREREYEX(H Fortune

Man Management and Lee & Man Realty, which is beneficially
owned by Mr. Lee Wan Keung, an associate of Fortune Star, and
Mr. Lee Man Yan, a director of the Company, Lee & Man Realty has
agreed to grant licences to Lee & Man Management and subsidiaries
of the Company to enter into possession of and occupy certain
office space of Lee & Man Realty for a term of three years
commencing 1 January 2002 for a total monthly licence fee of
approximately HK$157,000. The total monthly licence fee has
decreased to HK$ 114,000 effective from 1 June 2003 as mutually
agreed.

Star Z BEE N B ST ERAR

$$Y%‘ﬁ‘ﬁﬁiam%ﬁ)ﬁﬁmeZW
DERERZ  BEXEXRZH_-Z
ToF—A—RARAH=F  UEA
& ##9157,0008 7T 2 (£ FAEE AR
NEBRANE ZHBARRTER
BTHAEME 2GR - HgEH
RER-—ZZT=FA—HBETA
FREETHAZAE114,000%7T ©
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Details of the Company’s principal subsidiaries at 31 March 2005 RARRIRN_ZEZRF=A=+—H2z=F

62

are as follows: EMBRRZFEWT :
Nominal value
of issued and Attributable
Place of fully paid equity
Name of subsidiary incorporation share capital interest  Principal activities #
E BBITR
MWELAREE FRL 3t B HRRAEE FritiEs ETEEK#
Lee & Man Development British Virgin Shares — US$90 100%  Investment holding
Islands
BYER RERAR & fn — 90 7T AR
i)
Lee & Man Company Hong Kong Ordinary shares 100%  Manufacture and sales of
— HK$1,000,000 handbags and luggage
Non-voting
deferred shares
— HK$1,000,000
B3UFTT BE Eralian) SUENMHEFRE
— 1,000,000/ 7T 1158
ERFRRITER D
—1,000,000357T
Lee & Man Handbag Hong Kong Ordinary shares 100%  Manufacture and sales of
Manufacturing Company — HK$10,000 handbags and luggage
Limited Non-voting
deferred shares
— HK$500,000
BENFRBARAR BE Eralian) SUENHETFRE
— 10,000/ 7 1148
EIRERBRITER
—500,0007 7T
Lee & Man Management Hong Kong Ordinary shares 100%  Provision of management and
— HK$2 administration services
B EE Bt Epalin) RUEE RITBURTS
—287T
# The principal activities are carried out in the PRC and Hong Kong. #+ FEEEIGEhE R AT o
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35. PRINCIPAL SUBSIDIARIES (CONTINUED) 35. TEMBAE ()
Only Lee & Man Development is directly held by the Company. REBNERAANAEERESR °
The deferred shares practically carry no rights to participate in EIERR ) W AR 2 B R NSk Ak
profits or surplus assets or to receive notice of or to attend or BEIEBEAARRERMBRRASZ
vote at any general meeting of the respective companies or to BESHEASINE HIREX2EF
participate in any distribution on winding up. B ERDIK °
The above table lists the subsidiaries of the Company which, in EEARR LRI ARTMEAR -
the opinion of the directors, principally affected the results or DNEBREAREB 2 XENEEZR
assets of the Group. To give details of other subsidiaries would, in A - EERAERMHEMMB AR 25+
the opinion of the directors, result in particulars of excessive length. BREBRELK °
None of the subsidiaries had any debt securities outstanding at B8 A RIPAF 48 S AR B R AR
the end of the year, or at any time during the year. A ARERE 2 ERES o
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RESULTS

Turnover

Profit before taxation
Income tax expenses

Profit before minority
interests
Minority interests

Profit attributable
to shareholders

ASSETS AND
LIABILITIES

Total assets
Total liabilities

Minority interests

Shareholders’ funds

Lee & Man Holding Limited 22 X & B & [R 2 7

2001
—TT—F
HK$'000
FAT
e
= 693,921
BREIRT R A 85,898
FSRi (7.298)
RetDHAER
ez A E A 78,600
Y -
A& SR A
il 78,600
2001
—ETT—F
HK$'000
FAET
BER
i=F
BEMRT 341,315
BEERE (131,869)
DEIFRELS =
KRES 209,446

2002
—TT-F
HK$'000
FAT

703,791

85,913
(6,635)

79,278

79,278

2002

— = —

HK$'000
TAT

314,723
(79,932)

234,791

Year ended 31 March
BZE=A=1t—HLEFE

2003 2004
—EE= —EZTNF
HK$'000 HK$'000
T T
919,261 955,750
128,299 112,920
(12,616) (9,876)
115,683 103,044
- (883)
115,683 102,161
At 31 March
R=A=+-—8
2003 2004
—TE=F —TETF
HK$'000 HK$'000
FET FHT
436,914 514,636
(109,368) (131,618)
— (16,547)
327546 366,471

2005
—EFRF
HK$'000
TR

942,045

159,001
(12,197)

146,804
(13,218)

133,586

2005
—¥TEF
HK$'000
FHBT

526,166
(68,160)

458,006



