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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”), which was made up to
the end of 2005. As the Group has changed the financial year end date
from 31 March to 31 December, this annual report covered only 9
months from 1 April 2005 to 31 December 2005.

RESULTS AND DIVIDENDS

For the nine months ended 31 March 2005, the Group's audited
consolidated turnover was HK$531,965,000 and the audited
consolidated profit attributable to shareholders was HK$87,297,000.

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

The directors resolved to recommend the payment of a final dividend
of HK$0.023 per share for the period under review.

BUSINESS REVIEW

As a result of the change of year end date, turnover of the Group
decreased 43.59% to HK$532 million, profit attributable to equity holder
of the Company decreased 34.7% to HK$87 million. When compared
with the same 9 months reporting basis, turnover of the Group decreased
33.4%. The decrease of turnover is mainly due to the disposal of a
major subsidiary in October 2004. Profit attributable to equity holder of
the Company, by excluding the gain on disposal of subsidiaries in last
year, recorded a moderate decrease of 1.7% when compared with
same period 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
and Europe accounted for 69.5% and 24.6% respectively of the turnover
of the Group.
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PROSPECTS

In anticipation of the expected slowdown of the United States economy
in the coming year, the handbag industry will continue to face keen
competitive environment. The Group will pay special attention on the
reduction of production costs and strengthen the product design and
development capabilities, to gain a competitive edge in the market.
Moreover, as stated in the interim report, the Company is seeking
investment opportunities and to diversify the business of the Group in
the PRC. The Directors have investigated different potential investments
in the PRC and consider there are potential prospects in the chemical
business in the PRC. The Group is now planning to invest and develop
a chemical production plant in Jiangsu, the PRC, to enter into the chemical
production sector, and is confident that it will generate a satisfactory
return 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 period under review.

On behalf of the Board
Wai Siu Kee
Chairman

Hong Kong, 10 April 2006
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RESULTS OF OPERATION

For the nine months ended 31 December 2005, the turnover of the
Group and the profit attributable to equity holders of the Company
were HK$532 million and HK$87 million respectively. For the full year
results for last year ended 31 March 2005, the turnover of the Group
was HK$942 million and the profit attributable to equity holders of the
Company was HK$134 million. The respective earnings per share for
the current 9 months period and the last full year were HK10.6 cents
and HK16.2 cents .

The current results only covered nine months ended 31 December
2005, this together with the disposal of a major subsidiary in October
2004, contributed to the drop in turnover. Accordingly, the distribution
costs and administrative expenses for the period were also decreased
by 73.6% and 45.2% to HK$23 million and HK$60 million respectively.
When compared with the corresponding period last year, profit
attributable to equity holders of the Company, excluding the gain on
disposal of subsidiaries in last year, showed a slight decrease of 1.7%.

The United States market continued to be the largest market for the
Group's products. Sales to the United States constituted 69.5% of the
Group turnover compared with 77.8% in last year. Sales to Europe
amounted to 24.6% compared with 18.9% in last year. Other market
collectively accounted for 5.9% compared to 3.3% in last year. The
Group will focus on developing the European market, targeting to narrow
down the sales volume gap between the United States and European
market.

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 equity of the Group as at 31 December 2005 was HK$475
million (31.3.2005: HK$452 million).
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The Group maintains a very strong financial position with a very low
level of debts and a high liquidity. The Group's current ratio as at 31
December 2005 was 4.7 (31.3.2005: 5.5) and maintained a zero
(31.3.2005: zero) net debt-to-equity ratio (total borrowings net of cash
and cash equivalents over shareholders’ equity).

The Group had a net cash surplus of HK$235 million (31.3.2005:
HK$201 million) and most of the cash balance was deposited in the
leading banks in Hong Kong in either Hong Kong dollars or United
States dollars.

Net cash inflow generated by operating activities totaled HK$104 million
(year ended 31.3.2005: HK$143 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 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.

HUMAN RESOURCES

At 31 December 2005, the Group had a workforce of more than 6,000
employees. The Group maintains a good relationship with its employees,
and provides them with proper training and competitive compensation
and incentives. The staff remuneration is based on their work
performance, professional experience and prevailing market situation.
Remuneration packages comprise salary and bonuses based on
individual merits.

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 December 2005, no option was granted under the scheme.
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CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining high standards of corporate
governance. The board of directors (the “Board”) of the Company
believes that sound and reasonable corporate governance practices
are essential for the growth of the Group and for safeguarding and
maximizing shareholders’ interests. During the period under review, the
Company has complied with the Code on Corporate Governance
Practices (the "Code") as set out in Appendix 14 of the Rules Governing
the Listing of Securities (“Listing Rules”) on The Stock Exchange of Hong
Kong Limited, except where stated and explained below.

The Group has an Executive Chairman. No individual has been appointed
as a chief executive officer. The Executive Chairman with the assistance
of the Group's senior management team oversees and manages the
Group's business. Other functions normally undertaken by a chief
executive officer of a company are delegated to members of the Group's
senior management team. This structure deviates from the code
provision of Code that requires the roles of the chairman and the chief
executive officer to be separate and not performed by the same
individual. The Board has considered this matter carefully and decided
not to adopt the provision. The Board believes that the current
management structure has been effective in facilitating the operation
and development of the Group and its business for a considerable
period of time and that the necessary checks and balances consistent
with sound corporate governance practices are in place. Accordingly,
the Board does not consider it necessary to change the current
management structure. However, the Board will review the management
structure from time to time to ensure it continues to meet these
objectives.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (“Model Code") as set out in Appendix 10
of the Listing Rules as a code of conduct regarding directors’ securities
transactions in 2004. All the members of the Board have confirmed,
following specific enquiry by the Company that they have complied
with the required standard as set out in the Model Code throughout
the 9 months period ended 31 December 2005. The Model Code also
applies to other specified senior management of the Group.

ERELGER

ARABHANRFERKEZLEER - ARF
Exg((EFg) G YAKERELRY
RERESRRELR  TERAENDLEE
AEHMEET AR © B N XPraES) - A
RAREEHA-EETRERAXHME
RABIES EmARR([EmARRIL) Bisk1 4P
o hEERTEMRTA (TSP -

REERA—MIITER - WEREMALE
RERTBAR - TETREASERLE
BEHE FEEEEANEE 2R - Bft—
MRETTHRARRERE 2 RS M A KBS RE
BEAE - FRIZIESURE L FE RITHAEH
ZBBHERERESE D ETAIHRA—AE
T MAKEZEREREBRIL AR - Z
ERCHAZEEEREE  WRAETRMRE
Y - EEEMERTEERBEBEE—
BEARMESAEERERE 2 LERE
R’ YERBYNATELEREATRMTL
BB R HIEHE - Bt - EFEEUTRAR
SEENEREEERE - AN EFEH
TR EEER  URREHEEREH
Bi% -

ERZBGXS

A BB HA2004F 540 T AR RIFTEX 1 0FTE
Z BT AESETESFZ SHZAESTA
(MBESFRIDERESETERR S Z1A
ST e RRAFERMBESELHAREH
% 2RESEHRNEE2005F12A31
H 1E91E A A9 B FIRET RIFTE 2 3 7E
BAE o PESFRITNERRAEE 2 FER R
BIRE o



Annual Report 2005 £

Corporate Governance Report
TERERRBSE

BOARD OF DIRECTORS

Composition and role
The Board comprises:

Executive Directors:

Ms. Wai Siu Kee (Chairman)
Ms. Poon Lai Ming

Ms. Lee Marina Man Wai

Mr. Lee Man Yan

Independent Non-executive Directors:
Mr. WAN Chi Keung, Aaron Jp

Mr. HENG Kwoo Seng

Mr. WONG Kai Tung, Tony

The Board comprises of four executive directors (one of whom is the
Chairman) and three independent non-executive directors. The three
independent non-executive directors represent more than one-third of
the Board. In addition, three of the independent non-executive directors
possess appropriate legal, professional accounting qualifications and
financial management expertise.

The principal focus of the Board is on the overall strategic development
of the Group. The Board also monitors the financial performance and
the internal controls of the Group's business operations.

The independent non-executive directors also serve the important
function of ensuring and monitoring the basis for an effective corporate
governance framework. The Board considers that each independent
non-executive director is independent in character and judgment and
that they all meet the specific independence criteria as required by the
Listing Rules. The Company has received from each independent non-
executive director an annual confirmation or confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules. The
independent non-executive directors are explicitly identified in all of the
Company's corporate communications.
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The Chairman is primarily responsible for drawing up and approving
the agenda for each board meeting in consultation with all directors.
Notice of at least 14 days have been given to all directors for all regular
board meetings and the directors can include matters for discussion in
the agenda if necessary. Agenda and accompanying board papers in
respect of regular board meetings are sent out in full to all directors
within reasonable time before the meeting. Draft minutes of all board
meetings are circulated to directors for comment within a reasonable
time prior to confirmation.

Minutes of board meetings and meetings of board committees are
kept by duly appointed secretaries of the respective meetings and all
directors have access to board papers and related materials, and are
provided with adequate information on a timely manner, which enable
the Board to make an informed decision on matters placed before it.

During the period under review, full board meetings were held and the
individual attendance of each director is set out below:

IREHAERES  BERARFHRNELR
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Number of board

meetings attended Attendance rate

Name of director EEHS HEEESEINY HE =R
Ms. WAI Siu Kee wmImE Lt 7/7 100%
Ms. POON Lai Ming BB L 7/7 100%
Ms. LEE Marina Man Wai BT L 6/7 86%
Mr. LEE Man Yan ENBLEE 6/7 86%
Mr. WAN Chi Keung, Aaron jp FER AT EE 2/2 100%
Mr. HENG Kwoo Seng Pl 2/2 100%
Mr. WONG Kai Tung, Tony FRURSESE 2/2 100%
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AUDIT COMMITTEE

The Audit Committee was established in 2001 and its current members
include:

Mr. HENG Kwoo Seng (Chairman)
Mr. WAN Chi Keung, Aaron Jp
Mr. WONG Kai Tung, Tony

The Board considers that each Audit Committee member has broad
commercial experience and there is a suitable mix of expertise in legal,
business and accounting on the Audit Committee. The composition
and members of the Audit Committee complies with the requirements
under Rule 3.21 of the Listing Rules. The written terms of reference
which describe the authority and duties of the Audit Committee were
adopted in 2001 to conform to the provisions of the Code, a copy of
which is posted on the Company’s website.

The Audit Committee meets regularly to review the Group's financial
reporting and other information to shareholders, the system of internal
controls, risk management and the effectiveness and objectively of the
audit process. The Audit Committee also provides an important link
between the Board and the Company’s auditors in matters coming
within the scope of its terms of reference and keeps under review the
independence and objectivity of the auditors.

The Audit Committee has reviewed with the management the accounting
principles and practices adopted by the Group and discussed internal
controls and financial reporting matters including a review of the accounts
for the 9 months period ended 31 December 2005.

During the period, three Audit Committee meetings were held and the
individual attendance of each member is set out below:

Name of member
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REMUNERATION COMMITTEE

The Remuneration Committee was established in 2005 and the current
members include:

Mr. HENG Kwoo Seng (Chairman)
Mr. WAN Chi Keung, Aaron Jp
Mr. WONG Kai Tung, Tony

All members of the Remuneration Committee are independent non-
executive directors. The Remuneration Committee advises the Board
on the Group's overall policy and structure for the remuneration of
directors and senior management. The Remuneration Committee
ensures that no director or any of his associate is involved in deciding
his own remuneration. The terms of reference of the Remuneration
Committee were adopted in 2005 to conform to the provisions of the
Code, a copy of which is posted on the Company's website.

In determining the emolument payable to directors, the Remuneration
Committee takes into consideration factors such as salaries paid by
comparable companies, time commitment and responsibilities of the
directors, employment conditions elsewhere in the Group and the
desirability of performance-based remuneration.

The Remuneration Committee meets regularly to determine the policy
for the remuneration of directors and assess performance of executive
directors and certain senior management. As the Remuneration
Committee was established in September 2005, only one Remuneration
Committee meeting was held during the period and all members have
attended in the first meeting.

AUDITORS" REMUNERATION

For the 9 months period ended 31 December 2005, the auditors of
the Company only provided audit services to the Company.

FHERE

¥EE B @N2005F K - MK E B

MeaELEE (EE)
FER T ATt
TREE A

PEFMEZ BB RBIYIFNITES -
FMEEERAEREENEREERE ZH
e BRERRMIRBAEZTSIFLERE - &
WEZEemRMEEFHHTABRAZA
EEEART ZHM - BFTE RIS HrM
ZE N REHEEN2005FHERW - WE
TERARRBER -

EETRNTESZMeR  FMEZES
ZREHERE  BRERAEXHEKF  BFMH
ERCHRIRERE - KRERASNERBR
RERBFEHBME -

Yz EecHRelBEEESF 2 MeBR
EHERTEERETERERBZRHA
BN HEZE B 2R2005F9 A K - B
REAHER R MAKEHOALFEXRE

N
2%
E Y

R BET BN &

PAEE2005412 831 5 1H9ME A HAR - AR
AIMRZEAD R A AR AR A BRARTS o



Annual Report 2005 £

Corporate Governance Report
TEXERRSE

INTERNAL CONTROLS

The Board has overall responsibility for the system of internal controls
of the Group and for reviewing its effectiveness. The Board is committed
to implementing an effective and sound internal controls system to
safeguard the interest of shareholders and the Group's assets. The Board
has delegated to executive management the implementation of the
system of internal controls and reviewing of all relevant financial,
operational, compliance controls and risk management function within
an established framework.

DIRECTORS’ RESPONSIBILITY STATEMENT

The directors are responsible for the preparation of accounts for each
financial period which give a true and fair view of the state of affairs of
the Group and of the results and cash flow for that period. In preparing
the accounts for the 9 months period ended 31 December 2005, the
directors have selected suitable accounting policies and applied them
consistently; adopted appropriate Hong Kong Financial Reporting
Standards and Hong Kong Accounting Standards; made adjustments
and estimates that are prudent and reasonable; and have prepared the
accounts on the going concern basis. The directors are also responsible
for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Group.

INVESTOR RELATIONS AND COMMUNICATION

The Board is committed to providing clear and full information about
the Group's performance to shareholders through the publication of
interim results and annual results in a timely manner. In addition to
dispatching circulars, notices and financial reports to shareholders,
additional information is also available to shareholders on the website
of the Company.

The annual general meeting provides a useful forum for shareholders
to raise comments and exchange views with the Board. Shareholders
are encouraged to attend annual general meetings for which the
Company gives at least 21 days' notice. The Chairman and Directors
and external auditors are available to answer questions on the Company's
businesses at the meeting.

Separate resolutions are proposed at the general meetings on each
substantially separate issue, including the election of individual directors.
In addition, procedures for demanding a poll are included in the circular
to shareholders dispatched together with the annual report.
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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 41 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 50, joined the Group in 1976. She has
over 28 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 34, 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 28, 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 development and overall planning
of the chemical business of the Group. 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 25 years of related
experience.

Mr. HENG Kwoo Seng, aged 58, 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.
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Mr. WONG Kai Tung, Tony, aged 63, 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.

SENIOR MANAGEMENT

Mr. NG Yu Hung, aged 51, is the senior manager of the Group. He
joined the Group in 1977. He has over 30 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 39, is the company secretary of the
Company. He joined the Group in 2002 and has over 17 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 43, is the production manager of the Group.
He joined the Group in 1984 and has over 21 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 41, is the financial controller of the Group.
She joined the Group in 2004 and has over 18 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 44, is the finance manager of the Group. She
joined the Group in 1984 and has over 21 years of experience in
accounting and finance for manufacturing operations. She is responsible
for the Group's accounting activities.
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Ms. TSUI Chin Wai, Jennifer, aged 41, 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.

Ms. TAl Miu Fong, aged 41, is the senior manager of the group. She
joined the Group in 2003 and has over 11 years of experience in
marketing and development. She is responsible for the sales and
marketing of the Group's business in the United States and European
market.

Mr. CHAN Kam Bun, aged 57, is the business manager of the Group.
He joined the Group in 1982 and has over 40 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 nine months ended 31 December 2005.

CHANGE OF FINANCIAL YEAR END DATE

During the period, the Company changed its financial year end date
from 31 March to 31 December because the directors determined to
bring the balance sheet date in line with that of the subsidiaries
established in the People’s Republic of China, other than Hong Kong.
The financial statements presented therefore cover the period of nine
months from 1 April 2005 to 31 December 2005.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities of its
principal subsidiaries are set out in note 31 to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the period ended 31 December 2005 are
set out in the consolidated income statement on page 27.

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

The directors now recommend the payment of a final dividend of
HK$0.023 per share to the shareholders on the register of members
on 2 June 2006, amounting to HK$18,975,000, and the retention of
the remaining profit for the period of HK$43,572,000.

SHARE CAPITAL

Details of the share capital of the Company are set out in note 23 to
the financial statements.

SHARE OPTIONS

Particulars of the Company's share option scheme are set out in note
24 to the financial statements.
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PROPERTY, PLANT AND EQUIPMENT

The Group's property, plant and equipment were revalued at 31
December 2005. The revaluation resulted in a surplus over book values
amounting to HK$2,350,000, which has been credited directly to the
properties revaluation reserve.

During the period, the Group acquired property, plant and equipment
at a cost of approximately HK$6,903,000 for the purpose of expanding
its business. Details of these and other movements in the property,
plant and equipment of the Group during the period are set out in note
15 to the financial statements.

DIRECTORS

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

Executive directors

Ms. Wai Siu Kee (Chairman)
Ms. Poon Lai Ming

Ms. Lee Marina Man Wai

Mr. Lee Man Yan

Independent non-executive directors

Mr. Wan Chi Keung, Aaron Jp
Mr. Heng Kwoo Seng
Mr. Wong Kai Tung, Tony

In accordance with Article 87(1) of the Company's Articles of Association,
Ms. Poon Lai Ming and Mr. Wan Chi Keung, Aaron JP retire by rotation
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.

DIRECTORS’ SERVICE CONTRACTS

Ms. Wai Siu Kee, Ms. Lee Marina Man Wai and Ms. Poon Lai Ming have
entered into service agreements with the Company on 1 September
2005 for 3 years unless and until terminated by either party by three
months’ prior written notice.
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DIRECTORS’ SERVICE CONTRACTS (CONTINUED)

Mr. Lee Man Yan has entered into a service agreement with the Company
for an initial period of three years commencing 16 August 2004, which
will continue thereafter unless and until terminated by either party by
three months' prior written notice.

DIRECTORS’ INTERESTS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

At 31 December 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 Future Ordinance (the
“SFO")) which have been notified to the Company and The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to
Division 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

Number of issued
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Percentage of

the issued share
capital of the

Name of director Capacity ordinary shares held Company
FRsE 8T EARDTEBIT

EEpE 3 HEBERHE REBD L

Ms. Wai Siu Kee Discretionary object 617,778,000 (Note) 74.88%

wmhmit EREXHEA (K13t

Mr. Lee Man Yan Discretionary object 617,778,000 (Note) 74.88%

FXREE 2REIHEA (Hfat)

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.
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DIRECTORS’ INTERESTS IN SHARES, UNDERLYING SHARES

AND DEBENTURES (CONTINUED)

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

Name of

associated
Name of Director ~ Capacity company
EEpR 3% HBEEEE
Ms. Wai Siu Kee Discretionary object Fortune Star
BIBLL EEX@mA
Mr. Lee Man Yan Discretionary object Fortune Star
FXRELE 2REF@mA

Note: As Fortune Star owns more than 50% of the Company, Fortune
Star is an associated corporation of the Company under the SFO.
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.

Other than disclosed above, none of the directors or the chief 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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ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

A share option scheme which detailed in note 24 to the financial
statements was adopted by the Company on 14 December 2001, under
which the directors or the chief executives of the Company or their
associates 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 period was the
Company, its holding company, or any of its subsidiaries and 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

At 31 December 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
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issued ordinary share capital

Name of shareholder Capacity shares held of the Company
e 81T EARARE BT
REREH 37} EERHE RAEzBEDL
Fortune Star Beneficial owner 617,778,000 74.88%
BEHEEBA
Value Partners Limited Investment manager (Note) 66,898,000 8.11%
FEEASEERA wEKR (W)

Note: Mr. Cheah Cheng Hye is deemed to be interested in 66,898,000 ordinary
shares of the Company as he beneficially owns 32.77% of Value Partners
Limited.
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SUBSTANTIAL SHAREHOLDERS (CONTINUED)
Long positions (Continued)

Other than disclosed above, as at 31 December 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 period are
set out in note 29 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.
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DIRECTORS’ INTEREST IN CONTRACTS OF SIGNIFICANCE

Other than as disclosed under the heading “Connected transactions”,
no contracts of significance to which the Company, its holding company
or any of its fellow subsidiaries and 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 period or at any time during
the period.

MAIJOR CUSTOMERS AND SUPPLIERS

During the period, the aggregate sales attributable to the Group's five
largest customers comprised approximately 58% 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 period 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 period, 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.
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APPOINTMENT OF INDEPENDENT NON-EXECUTIVE
DIRECTORS

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.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up by the
Remuneration Committee on the basis of their merit, qualifications and
competence.

The emoluments of the directors of the Company are decided by the
Remuneration Committee, having regard to the Company's operating
results, individual performance and comparable market statistics.

The Company has adopted a share option scheme as an incentive to
directors and eligible employees, detalils of the scheme are set out in
note 24 to the financial statements.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout the
period from 1 April 2005 to 31 December 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, 10 April 2006
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TO THE MEMBERS OF LEE & MAN HOLDING LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Lee & Man
Holding Limited (the “Company”) and its subsidiaries (the “Group”) on
pages 27 to 79 which have been prepared in accordance with accounting
principles generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND
AUDITORS

The directors of the Company are responsible for the preparation of
consolidated financial statements which give a true and fair view. In
preparing consolidated 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 Hong Kong Standards on
Auditing 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 consolidated financial
statements. It also includes an assessment of the significant estimates
and judgements made by the directors in the preparation of the
consolidated financial statements, and of whether the accounting policies
are appropriate to the circumstances of the Group, consistently applied
and adequately disclosed.
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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 consolidated financial statements are free from material
misstatement. In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the consolidated financial
statements. We believe that our audit provides a reasonable basis for
our opinion.

OPINION

In our opinion the consolidated financial statements give a true and fair
view of the state of affairs of the Group as at 31 December 2005 and
of the profit and cash flows of the Group for the nine months ended 31
December 2005 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, 10 April 2006
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For the nine months ended 31 December 2005 & Z20054 12 A31H 1-91& A

9 months ended Year ended
31.12.2005 31.3.2005
31.12.20051t 31.3.20051
9f& A FE
Notes HK$'000 HK$'000
Fizt FEn FHET
Turnover BXE 531,965 942,045
Cost of sales HERA (361,174) (623,468)
Gross profit EM 170,791 318,577
Other income ECLLON 8,011 7215
Distribution costs HEER (23,322) (88,494)
Administrative expenses THER (59,512) (108,685)
Finance costs BB 8 (23) (811)
Gain on disposal of subsidiaries HEMBAR 2 Wz 25 - 31,199
Profit before taxation BRI A& 95,945 159,001
Income tax expenses FiER 9 (8,648) (12,197)
Profit for the period/year 8/ EREH 10 87,297 146,804
Attributable to: FES -
Equity holders of the Company KAREERAA 87,297 133,586
Minority interests LERE R - 13218
87,297 146,804
Dividend declared and paid H/FAERK
during the period/year ERRE 1 66,000 66,000
Proposed dividend of HK$0.023 BRARHIR S BAR2.3%
(year ended 31.3.2005: HK$0.05) (31.3.2005.LF %
per share 5.0l 1 18,975 41,250

NS

Basic eamings per share BREREN HK10.6 centsi&{ll HK16.2 centsi#{l
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At 31 December 2005 74200512 A31H

NON-CURRENT ASSETS

Property, plant and equipment

Prepaid lease payments

Deposits paid for acquisition of property,
plant and equipment

Defined benefit assets

CURRENT ASSETS
Inventories

Prepaid lease payments
Trade and other receivables
Bank balances and cash

CURRENT LIABILITIES

Trade and other payables

Amounts due to fellow subsidiaries
Amounts due to related companies
Taxation payable

Unsecured bank borrowings

Bank overdraft

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT
LIABILITIES

NON-CURRENT LIABILITY
Deferred taxation

CAPITAL AND RESERVES
Share capital
Reserves

FRBEE

ME -~ BB KRRE

ANEEFIR

BEWF  BELERE
ZEefMET®

FENDEE

RBEE

&

TANEEFIE
FEUE 5 Ko HoAth /IR
RITRESBNRE

REAE

eI E 5 K B At 5RIR

e R R BB A BRA
e REE N RO

e TR

EERIRITRER

RITEX

RBEEFE
EERRBDEMESH

FRBEME
EETIA

BARKfEE
A
it

The financial statements on pages 27 to 79 were approved and authorised
for issue by the Board of Directors on 10 April 2006 and are signed on its

behalf by:

Wai Siu Kee

BLH

Chairman

FE

31.12.2005 31.3.2005

Notes HK$'000 HK$'000
Hfat FET FAT
(restated)

(& &E3)

15 133,017 133,892
16 27,745 20,578
2,506 =

28 3,282 3,366
166,550 157,836

17 72,061 65,996
16 490 490
18 85,667 92,856
18 236,503 202,905
394,721 362,247

19 72,770 61,254
20 - 544
20 920 =
8,706 2,374

21 1,175 =
21 1,227 2,234
84,798 66,406

309,923 295,841

476,473 453,677

22 1,294 1,268
475,179 452,409

23 82,500 82,500
392,679 369,909

475,179 452,409

F27EEFETIEFTE 2 W IREEN20065F4
RI0RKEZS BB IIRETE  WH THE
EREREE:

Lee Marina Man Wai
38
Director
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For the nine months ended 31 December 2005 & Z20054 12 A31H 1-91& A

At 1 April 2004 as originally stated
Effect of changes in accounting
policies (note 3)

At 1 April 2004 as restated

Surplus arising on revaluation of
property, plant and equipment

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

Exchange differences arising on
translation of foreign operations

Net income (expense) recognised
directly in equity

Realised on depreciation of
property, plant and equipment

Realised on disposal of property,
plant and equipment

Realised on disposal of subsidiaries

Profit for the year

Total recognised income and
expense for the year

Disposal of subsidiaries

Dividends paid to minority
shareholders

Dividends (note 11)

At 31 March 2005

Surplus arising on revaluation of
property, plant and equipment

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

Exchange differences arising on
translation of foreign operations

Net income (expenses) recognised
directly in equity

Realised on depreciation of
property, plant and equipment

Realised on disposal of property,
plant and equipment

Profit for the period

Total recognised income and
expense for the period

Dividends (note 11)

At 31 December 2005

20044 A1 BRASIR
SHBRED T2
(B:23)

720044 71 BEES|

nE HERRECER
B
HERNE - BER
REBMELZERT
HRAE
BONBRR LB
=8

B REARE N
()

0% EEREEZ
FERR

tENE R
2SR
HEHEATER
AR

REERRZIMA
Rx it

HENBAR
KA FHERRZRE

RE (fi7E11)
1200543 4318

VER e
ZEMERH
MERYE  BER
RBMELL
ELHARE
BINBREZES
8

N
2 ()
0% BERE
7HERE
1802 ERR
2527
AT

AEED L MARK
B8

BB (W)
#2005F12A31R

Share
capital

LS
HK$'000
Thr
825500

82,500

82,500

82,500

Attributable to equity holders of the Company

Special Accumulated

KAREREEAEGER
Asset
Share revaluation Translation
premium  reserve  reserve  reserve
EE

ROEE EftREE EiRE HHIRE

HK$000  HK$000  HK$000  HK$000

TEr  TEr  TEr  TiEx
20,307 13,604 708 (67990)
- 2,017 - -
20,307 15,621 708 (67990)
= 17384 - -

- (1268) = -

- - 219 -

- 16,116 219 -

- (949) - =

= (255) = -

- (164) - -

- 14,748 219 -
20307 30369 97 (67990)
- 2,350 - -

- (26) - -

= = (851) -

- 234 (851) -

- (1486) = -

- (176) - -

= 662 (851) =
20,307 31,031 76 (67990)

profits

Fatidl
HK$'000
TR
317342

317342

949

255
164
133,586

134,954

(66,000)
386,296

1,486

176
87297

88959
(66,000)
409255

Subtotal
et
HK$'000
Tir
366,471
2017

368,488

17384

133,586

149,921

(66,000)

452,409

2350

(26)

(851)

1473

87297

88770
(66,000)
475,179

Minority
interests
HY
RRER
HK$'000
THr

16,547

16,547

(235)

13218
12983
4721)

(4809)

Total
R
HK$'000
THr
383,018
2017

385,035

17,149

(1,268)

219

16,100

146,804

162,904
4721)

(4809)
(66,000)
452,409

2,350
(26)

(851)

1473

87297

88770
(66,000)
475,179

29
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For the nine months ended 31 December 2005 &, Z20054 12 A31H 1F91& A

The special reserve of the Group represents:

0)

(ii)

the difference between the nominal value of the share capital
issued by the Company and the nominal value of the share capital
of the subsidiaries acquired pursuant to a group reorganisation in
December 2001; and

the special reserve of a subsidiary, Lee & Man Development
Company Limited (“Lee & Man Development"), which represents
the difference between the nominal value of the share capital
issued by Lee & Man Development and the nominal amount of
the share capital of subsidiaries acquired by it pursuant to a group
organisation in 1993.

REE SRR -

@

(i)

KARFEB2001F12 A 2 EEEEFT
Wig 7 BB A B 2 RAEEHEARFD
BIIRAREZEZRE &

MtEB A FlLee & Man Development
Company Limited ([Z2X &) 255l
EETDERE—HMN1993F £ E
ABPTUR B MY 2 ) 2 AR AN B S 3%
REBITRAAEBEZESE -



For the nine months ended 31 December 2005 & Z20054 12 A31H 1-91& A

OPERATING ACTIVITIES
Profit before taxation
Adjustments for:
Bad debts written off
(Surplus) deficit arising on revaluation
of property, plant and equipment
Depreciation of property,
plant and equipment
Interest expenses
Gain on disposal of subsidiaries
Interest income
Loss on disposal of property,
plant and equipment
Release of prepaid lease payments

Operating cash flows before movements
in working capital
Increase in prepaid lease payments
(Increase) decrease in inventories
Decrease in trade and other receivables
Decrease in defined benefit assets
Decrease in amount due from a
related company
Increase (decrease) in trade
and other payables
Increase (decrease) 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

Annual Report 2005 £ %

R
BR A AR A
HE
EEWE  BEARE
PREL 2 (BfR) Bt
ME - BERERZ
wE
A B
HEMB AR
A2 A
HEWE - BB R&RE
B8
Ta 18 & FRIE 8
Rt EESEPAZ
N THEFRE
& (&) md
FEWE 5 K BAt 5K IER
FENDEERD
FE W B 1 R R

eI E 5 R Bt 7R

80 GRL0)
M BEA B
ORL)

R R BB AT
SO D
WELBFERS
BRI

BN ESEH
BN BIE

REEBREREFR

Notes

et

9 months ended

31.12.2005
31.12.2005 1
98 A
HK$'000
FHBT

95,945

92

()

9,105
23

(4,900)

368

100,637
(7,535)
(6,065)

7,091
84

11,516

920

(544)

106,104
(23)
(2.316)

103,765

Year ended
31.3.2005
31.3.20051F
FE
HK$'000
FAT

159,001

10

116

11,640
811

(31,199)

(2,409)

159
490

138,619
(1,391)
15,548

4,075
544

20

(3,828)

(349)

(652)

152,586
(811)
(8,977)
(175)

142,623

31



32

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

INVESTING ACTIVITIES
Purchase of property, plant and equipment
Deposits (paid) refunded on acquisition

of property, plant and equipment
Interest received
Proceeds from disposal of property,

plant and equipment
Disposal of subsidiaries

NET CASH (USED IN) FROM INVESTING
ACTIVITIES

FINANCING ACTIVITIES

Dividends paid

Net bank borrowings raised

Repayment of other borrowings
Dividends paid to minority shareholders

NET CASH USED IN FINANCING
ACTIVITIES

NET INCREASE IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
AT BEGINNING OF THE PERIOD/YEAR

CASH AND CASH EQUIVALENTS
AT END OF THE PERIOD/YEAR

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

Bank overdrafts

For the nine months ended 31 December 2005 &, Z20054 12 A31H 1F91& A

Notes

et

RETH

BEWE - BERRIE

BEME  BERZHZ
HEACDEE

M EHBA

HEWE - BB RF

Fri8k1a

LEHB AR 25

REZE (Frie) Frfs
REFE

BMERE

EANLES)
MEBERITER
EEEMER
SNPEBIRZ RS

BMEFBRER SR

BRERkERREEAR
12 hnEEE

R FAZHER
£RREEAR

R FRZBAER
£RHEELEA

RERERREEE

REERD AT
RITRESBRIAS
RITEX

9 months ended
31.12.2005
31.12.20051t
9fE A

HK$'000

FET

(6,903)

(2.506)
4,900

174

(4,335)

(66,000)
1,175

(64,825)

34,605

200,671

235,276

236,503
(1,227)

235,276

Year ended
31.3.2005
31.3.20051F
FE
HK$'000
FAT

(23,000)

5,094
2,409

228
48,488

33,219

(66,000)

(10,429)
(4,809)

(81,238)

94,604

106,067

200,671

202,905
(2,234)

200,671
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For the nine months ended 31 December 2005 £ 22005412 831 1-918 A

The Company is a public limited company incorporated 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 addresses of the registered office and principal place of
business of the Company are disclosed in the Corporate
Information to the annual report.

The financial statements are presented in Hong Kong dollars, which
is the functional currency of the Company.

The Company acts as an investment holding company and the
principal activities of its principal subsidiaries are set out in note
31.

The financial statements for the current period cover the period
of nine months from 1 April 2005 to 31 December 2005. The
corresponding comparative amounts shown for the consolidated
income statement, consolidated statement of changes in equity,
consolidated cash flows and related notes cover the period of
twelve months from 1 April 2004 to 31 March 2005 and therefore
may not be comparable with amounts shown for the current
period. The current reporting period is less than twelve months
because the directors determined to bring the balance sheet date
in line with that of the subsidiaries established in the People's
Republic of China, other than Hong Kong (the “PRC"). No further
change to reporting date is anticipated.

RACIRBREHS R RNEEED %
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For the nine months ended 31 December 2005 & 220054 12 A3 11-91E A

In the current period, the Group has applied, for the first time, a
number of new Hong Kong Financial Reporting Standards
("HKFRSs"), Hong Kong Accounting Standards (“HKASs") and
Interpretations (hereinafter collectively referred to as “new
HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants (the "HKICPA") that are effective for accounting
periods beginning on or after 1 January 2005. The application of
the new HKFRSs has resulted in a change in the presentation of
the consolidated income statement, consolidated balance sheet
and consolidated statement of changes in equity. In particular,
the presentation of minority interests has been changed. The
changes in presentation have been applied retrospectively. The
adoption of the new HKFRSs has resulted in change to the Group's
accounting policies in the following areas that have an effect on
how the results for the current or prior accounting periods are
prepared and presented:

Financial Instruments

In the current period, the Group has applied HKAS 32 Financial
Instruments: Disclosure and Presentation and HKAS 39 Financial
Instruments: Recognition and Measurement. HKAS 32 requires
retrospective application. The application of HKAS 32 has had no
material effect on the presentation of financial instruments in the
financial statements of the Group. HKAS 39 generally does not
permit the recognition, derecognition or measurement of financial
assets and liabilities on a retrospective basis. The principal effects
resulting from the implementation of HKAS 39 are summarised
below:

Classification and measurement of financial assets and financial
liabilities

The Group has applied the relevant transitional provisions in HKAS
39 with respect to the classification and measurement of financial
assets and financial liabilities that are within the scope of HKAS
39.
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For the nine months ended 31 December 2005 £ 22005412 831 1-918 A

Financial Instruments (continued)

Financial assets and financial liabilities other than debt and equity
securities

From 1 April 2005 onwards, the Group has classified and
measured its financial assets and financial liabilities in accordance
with the requirements of HKAS 39. Financial assets under HKAS
39 are dlassified as “financial assets at fair value through profit or
loss” “available-for-sale financial assets”, “loans and receivables”
or "held-to-maturity financial assets”. Financial assets at fair value
through profit or loss and available-for-sale financial assets are
carried at fair value, with changes in fair values recognised in
profit or loss and equity, respectively. Loans and receivables and
held-to-maturity financial assets are measured at amortised cost
using the effective interest method after initial recognition. Financial
liabilities are generally classified as “financial liabilities at fair value
through profit or loss” or “other financial liabilities”. Financial
liabilities at fair value through profit or loss are measured at fair
value, with changes in fair value being recognised in profit or loss
directly. Other financial liabilities are carried at amortised cost using
the effective interest method after initial recognition. The Group
has applied the relevant transitional provisions in HKAS 39.

Derecognition

HKAS 39 provides more rigorous criteria for the derecognition of
financial assets than the criteria applied in previous periods. Under
HKAS 39, a financial asset is derecognised, when and only when,
either the contractual rights to the asset's cash flow expire, or the
asset is transferred and the transfer qualifies for derecognition in
accordance with HKAS 39. The decision as to whether a transfer
qualifies for derecognition is made by applying a combination of
risks and rewards and control tests. The Group has applied the
relevant transitional provisions and applied the revised accounting
policy prospectively to transfers of financial assets from 1 April
2005 onwards. There were no bills receivables discounted with
full recourse as at 31 March 2005. As at 31 December 2005, the
Group's bills receivables discounted with full recourse have not
been derecognised. Instead, the related borrowings of
approximately HK$1,175,000 have been recognised on the
balance sheet date.
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For the nine months ended 31 December 2005 & 220054 12 A3 11-91E A

Owner-occupied Leasehold Interest in Land

In previous years, owner-occupied leasehold land and buildings
were included in property, plant and equipment and measured
using the revaluation model. In the current period, the Group has
applied HKAS 17 Leases. Under HKAS 17, the land and buildings
elements of a lease of land and buildings are considered separately
for the purposes of lease classification, unless the lease payments
cannot be allocated reliably between the land and buildings
elements, in which case, the entire lease is generally treated as a
finance lease. To the extent that the allocation of the lease
payments between the land and buildings elements can be made
reliably, the leasehold interests in land are reclassified to prepaid
lease payments under operating leases, which are carried at cost
and amortised over the lease term on a straight-line basis. This
change in accounting policy has been applied retrospectively.

The changes in the accounting policies describe above have no
material effect on how the results for the current accounting period
are prepared and presented.
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e BB R EERIPMER SR
FRIFZRFTEERAMT

The cumulative effects of the application of the new HKFRSs at
the respective period/year ends are summarised below:

31.3.2005
(originally 31.3.2005
stated) (as restated)
31.3.2005 Adjustments 31.3.2005
(REZ5) ik (=)
HK$'000 HK$'000 HK$'000
FET FAT FAT
Balance sheet items BEAMERIER
Impact of HKAS 17: ERETENE1TH
-2
Prepaid lease payments TENHERIE - 21,068 21,068
Property, plant and equipment M - BB KRB 161,043 (27,151) 133,892
Deferred tax liabilities RIERIBBE (1,754) 486 (1,268)
Total effects on assets and HEERBRZ
liabilities s 159,289 (5,597) 153,692
Assets revaluation reserve BEEHHE 35,966 (5,597) 30,369
Total effects on equity B ARy e 35,966 (5,597) 30,369

The financial effects of the application of the new HKFRSs to the

Group's equity on 1 April 2004 are summarised below:

R2004F481H @ ERFE B HR

T

As originally
stated Adjustments

SRR AR B 2 TSR B

As restated

RE25 R ®E
HK$'000 HK$'000 HK$'000
FHT FHT FHET
Impact of HKAS 17: BEETENE1TH
23
Assets revaluation reserve BEEGRFEE 13,604 2,017 15,621
Total effects on equity Ygm o My e 13,604 2,017 15,621
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The Group has not early applied the following new HKFRSs that
have been issued but are not yet effective. The directors of the
Company anticipate that the application of these Standards or
Interpretations will have no material impact on the financial

statements of the Group.

HKAS 1 (Amendment)
HKAS 19 (Amendment)
HKAS 21 (Amendment)

HKAS 39 (Amendment)

HKAS 39 (Amendment)

HKAS 39 & HKFRS 4
(Amendments)

HKFRS 6

HKFRS 7

HK(IFRIC) — INT 4

HK(IFRIC) - INT 5

HK(IFRIC) - INT 6

HK(IFRIC) - INT 7

Capital disclosures'

Actuarial gains and losses, group plans
and disclosures?
Net investment in a foreign operation?

Cash flow hedge accounting of forecast
intragroup transactions?

The fair value option?

Financial guarantee contracts?

Exploration for and evaluation of mineral
resources?

Financial instruments: Disclosures!

Determining whether an arrangement
contains a lease?

Rights to interests arising from
decommissing, restoration and
environmental rehabilitation funds?

Liabilities arising from participating in a
specific market-waste electrical and
electronic equipment®

Applying the restatement approach
under HKAS 29 Financial Reporting in
Hyperinflationary Economies*

! Effective for annual periods beginning on or after 1 January 2007.

2 Effective for annual periods beginning on or after 1 January 2006.

3 Effective for annual periods beginning on or after 1 December 2005.

4 Effective for annual periods beginning on or after 1 March 2006.
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The consolidated financial statements have been prepared under
the historical cost basis except for certain property, plant and
equipment, which are measured at revalued amount as explained
in the accounting policies set out below.

The consolidated financial statements have been prepared in
accordance with HKFRSs. In addition, the consolidated financial
statements include applicable disclosures required by the Rules
Governing the Listing of Securities on the Stock Exchange and by
the Hong Kong Companies Ordinance.

Basis of consolidation

The financial statements incorporate the financial statements of
the Company and its subsidiaries made up to 31 December from
1 April 2005 onward, and up to 31 March prior to 1 April 2004.

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

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies in
line with those used by other members of the Group.

All inter-group transactions, balances, income and expenses are
eliminated on consolidation.

Minority interests in the net assets of consolidated subsidiaries
are presented separately from the Group's equity therein. Minority
interests in the net assets consist of the amount of those interests
at the date of the original business combination and the minority's
share of changes in equity since the date of the combination.
Losses applicable to the minority in excess of the minority's interest
in the subsidiary's equity are allocated against the interest of the
Group except to the extent that the minority has a binding
obligation and is able to make an additional investment to cover
the losses.
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Revenue recognition
Sales of goods are recognised when goods are delivered and title
has passed.

Interest income from a financial asset is accrued on a time basis,
by reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that discounts the
estimated future cash receipts through the expected life of the
financial asset to that asset's net carrying amount.

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, retirement and depreciation of a revalued asset, the
attributable revaluation surplus is transferred to accumulated
profits.
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Property, plant and equipment (continued)
The valuation of freehold land is not amortised.

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.

Depreciation is provided to write off the valuation of other property,
plant and equipment over their estimated useful lives, using the
reducing balance method.

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to
arise from the continued use of the asset. Any gain or loss arising
on derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying amount of
the item) is included in the income statement in the year in
which the item is derecognised.

Leasing

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership
to the lessee. All other leases are classified as operating leases.

Rentals payable under operating leases are charged to profit or
loss on a straight-line basis over the term of the relevant lease.
Benefits received and receivable as an incentive to enter into an
operating lease are recognised as a reduction of rental expense
over the lease term on a straight-line basis.

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.
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Impairment (continued)

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.

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.
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Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional currency
of that entity (foreign currencies) are recorded in its functional
currency (i.e. the currency of the primary economic environment
in which the entity operates) at the rates of exchanges prevailing
on the dates of the transactions. At each balance sheet date,
monetary items denominated in foreign currencies are re-
translated at the rates prevailing on the balance sheet date. Non-
monetary items carried at fair value that are denominated in foreign
currencies are re-translated at the rates prevailing on the date
when the fair value was determined. Non-monetary items that
are measured in terms of historical cost in a foreign currency are
not re-translated.

Exchange differences arising on the settlement of monetary items,
and on the translation of monetary items, are recognised in profit
or loss in the period in which they arise, except for exchange
differences arising on a monetary item that forms part of the
Group's net investment in a foreign operation, in which case,
such exchange differences are recognised in equity in the
consolidated financials statements. Exchange differences arising
on the re-translation of non-monetary items carried at fair value
are included in profit or loss for the period.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group's foreign
operations are translated into the presentation currency of the
Group (i.e. Hong Kong dollars) at the rate of exchange prevailing
at the balance sheet date, and their income and expenses are
translated at the average exchange rates for the year, unless
exchange rates fluctuate significantly during the period, in which
case, the exchange rates prevailing at the dates of transactions
are used. Exchange differences arising, if any, are recognised as a
separate component of equity (the translation reserve). Such
exchange differences are recognised in profit or loss in the period
in which the foreign operation is disposed of.
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Income taxes
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 period.
Taxable profit differs from 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
items that are never taxable or deductible. The Group's liability
for current tax is calculated using tax rates that have been enacted
or substantively enacted by the balance sheet date.

Deferred tax is recognised on differences between the carrying
amount of assets and liabilities in the consolidated financial
statements and the corresponding tax base 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
profit will be available against which deductible temporary
differences can be utilised. Such assets and liabilities are not
recognised if the temporary difference arises from the initial
recognition 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 profit will be available to allow all
or part of the asset to be recovered.
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Income taxes (continued)

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.

Financial instruments

Financial assets and financial liabilities are recognised on the
balance sheet when a group entity becomes a party to the
contractual provisions of the instrument. Financial assets and
financial liabilities are initially measured at fair value. Transaction
costs that are directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than financial assets
and financial liabilities at fair value through profit or loss) are added
to or deducted from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition. Transaction costs
directly attributable to the acquisition of financial assets or financial
liabilities at fair value through profit or loss are recognised
immediately in profit or loss.

Financial assets — Loans and receivables

The Group's financial assets are mainly loans and receivables.
They are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. At each balance
sheet date subsequent to initial recognition, loans and receivables
(including trade and other receivables and bank balances) are
carried at amortised cost using the effective interest method, less
any identified impairment losses. An impairment loss is recognised
in profit or loss when there is objective evidence that the asset is
impaired, and is measured as the difference between the asset's
carrying amount and the present value of the estimated future
cash flows discounted at the original effective interest rate.
Impairment losses are reversed in subsequent periods when an
increase in the asset's recoverable amount can be related
objectively to an event occurring after the impairment was
recognised, subject to a restriction that the carrying amount of
the asset at the date the impairment is reversed does not exceed
what the amortised cost would have been had the impairment
not been recognised.
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Financial instruments (continued)

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group entity
are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial liability
and an equity instrument.

An equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of its liabilities.
Equity instruments issued by the Company are recorded at the
proceeds received, net of direct issue costs.

The Group's financial liabilities mainly include bank borrowings,
trade and other payables, amounts due to related companies.
They are subsequently measured at amortised cost, using the
effective interest rate method.

Derecognition

Financial assets are derecognised when the rights to receive cash
flows from the assets expire or, the Group has transferred
substantially all the risks and rewards of ownership of the financial
assets. On derecognition of a financial asset, the difference
between the asset's carrying amount and the sum of the
consideration received and the cumulative gain or loss that had
been recognised directly in equity is recognised in profit or loss.

For financial liabilities, they are removed from the Group's balance
sheet when the obligation specified in the relevant contract is
discharged, cancelled or expires. The difference between the
carrying amount of the financial liability derecognised and the
consideration paid is recognised in profit or loss.
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In the process of applying the Group’s accounting policies which
are described in Note 4, management makes various estimates
based on past experience, expectations of the future and other
information. The key sources of estimation uncertainty that can
significantly affect the amounts recognised in the financial
information are disclosed below.

Impairment loss on trade receivables

The assessment of the impairment loss on trade receivables of
the Group is based on the evaluation of collectability and aging
analysis of accounts and on management’s judgment. A
considerable amount of judgement is required in assessing the
ultimate realisation of these receivables, including the current
creditworthiness of each customer. If the financial conditions of
customers of the Group were to deteriorate, resulting in an
impairment of their ability to make payments, additional
allowances may be required. Impairment is made based on the
estimation of the future cash flow discounted at the original
effective rate to calculate the present value. As at 31 December
2005, the carrying value of trade receivables (net of impairment
loss) is HK$77,418,000.

Allowances for inventories

Management reviews the inventories listing at each balance sheet
date, and makes allowance for obsolete and slow-moving
inventory items identified that are no longer suitable for use in
operation. Allowance was made by reference to the latest market
value for those inventories identified. As at 31 December 2005,
the carrying amount of inventories (net of allowances) is
HK$72,061,000.

Income taxes

As at 31 December 2005, a deferred tax asset of approximately
HK$3,669,000 in relation to unused tax losses has not been
recognised in the Group's balance sheet due to the unpredictability
of future profit streams. The realisability of the deferred tax asset
mainly depends on whether sufficient future profits or taxable
temporary differences will be available in the future. In cases where
the actual future profits generated are more than expected, a
recognition of deferred tax assets may arise, which would be
recognised in the income statement for the period in which such
a recognition takes place.
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The Group's major financial instruments include trade and other
receivables, bank balances, trade and other payables, amounts
due to related companies and bank borrowings. Details of these
financial instruments are disclosed in respective notes. The risks
associated with these financial instruments and the policies on
how to mitigate these risks are set out below. The management
manages and monitors these exposures to ensure appropriate
measures are implemented on a timely and effective manner.

Currency risk

The sales transactions of the Group are denominated in United
States Dollars and Euro, and there are purchases of inventories,
expenses and acquisition cost of plant and machinery that required
to be settled in Japanese Yen, Renminbi and Euro. Certain trade
receivables, trade payables and bank balances of the Group are
denominated in foreign currencies. The Group currently does not
have a foreign currency hedging policy. However, the management
monitors foreign exchange exposure and will consider hedging
significant foreign currency exposure should the need arises.

Credit risk

The Group's maximum exposure to credit risk in the event of the
counterparties, failure to perform their obligations as at 31
December 2005 in relation to each class of recognised financial
assets is the carrying amount of those assets as stated in the
consolidated balance sheet. In order to minimise the credit risk,
the management of the Group has delegated a team responsible
for determination of credit limits, credit approvals and other
monitoring procedures to ensure that follow-up action is taken to
recover overdue debits. In addition, the management reviews the
recoverable amount of each individual trade debt at each balance
sheet date to ensure that adequate impairment losses are made
for irrecoverable amounts. In this regard, the directors of the
Company consider that the Group's credit risk is significantly
reduced.

AEBZTIECRTARTESNEAM
FEUWIR ~ SR1THEER - B NEMERN
OB - ENREQRFIRRRITER -
ZECBTAFBREEMERE - T
NEEZET R T EAR R K&
PREZERER 2 BER - EREEEN
EEZ B - ARECR B R B Rt ERER
EE AN

B Ek
AEBZHERHAETRETEE -
HERBFE  BAXHEREEREM
WeR2KAFENRE - ARBRET
XY AEBETEZRUHE - B5
FEINTRIR M SRITAEBR T PASNEE R {E » 2R
SEERE R EINE LR - A B
EEEINERR - YEEENMBER
HRBERINERER

EERK

W F H 2005812 A31 B ARALEST
BE 2 FWE - BIAEEHSED R
BEEERZ BNEERBRAE R
EEREABERIECZEEECHRA
B BIEEERBRRERE  A5EE
BEEZR—HEABEBEHTEER
% EEEM R EMETEE - AR
FEURE TR B AR 2 &8 o 1t
SN EREREELEE BT SIEER)
B S REUGIE FIIREI S EE - LARBIRBL
el iR E S REIEH R SREETE - Bt
ME  ARFESRALEEZEER
B B RIERE o
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Credit risk (continued)

The credit risk on bank deposits is limited because the
counterparties are banks with high credit-ratings assigned by
international credit-rating agencies.

The Group has no significant concentration of credit risk, with
exposure spread over a number of counterparties and customers.

Interest rate risk

The Group's fair value and cash flow interest rate risks mainly
relate to fixed and variable rates borrowings. The Group's bank
balances have exposure to cash flow interest rate due to the
fluctuation of the prevailing market interest rate on bank balances.
The directors consider the Group's exposure of the short term
bank deposits and bank borrowings to interest rate risk is not
significant as interest bearing bank balances and borrowings are
within short maturity periods. The Group currently does not have
any interest rate hedging policy. The directors monitor the Group's
exposure on ongoing basis and will consider hedging interest
rate risk should the need arises.

FERRE (&)
AEEZRITERZEERRER @ @
REF A REBRREEFREBERT
BeE B RTT -

AEEWEEH 2 EERR - AR
TIABEZEREMT RER -

AR ER

AEEZ A HERREREN EEMRE
B0 M ARE ROFE R G B Z o
HRTIZIRITERN KRS - AEEZ
RITRERARSREN R - EF
RSASBERE IR TER MR THER
FrEZ Z MXER A - AR ZR
TR MBI A m © ANEEIR
By 1R BRI R B ESR - BRI
ARERE 2 AR & E A BB B R
KRR o
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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 periods.

An analysis of the Group's revenue and contribution to operating
results and segmental assets and liabilities by geographical
segments based on customers location, irrespective of the origin

of the goods, is presented below:

Geographical segments

United States of America ("USA")
Europe

Hong Kong

South America

Others

Surplus (deficit) arising on
revaluation of property, plant
and equipment

Unallocated corporate expenses

Interest income

Finance costs

Gain on disposal of subsidiaries

Profit before taxation

Income tax expenses

Profit for the period/year

Eer

B
Ei
mEM
Hit

EftYE  BEX
RBEL 2 B
(B4

RPEARIFX

FBHA

BHER

HEM B AR 2 Es

BRI B A
FsHixh

B/ FRaf

For the nine months ended 31 December 2005 & 220054 12 A3 11-91E A

HEDE

Sales revenue by
geographical market

BibBEHEZHERA
9 months Year
ended ended
31.12.2005 31.3.2005
31.12.20051t 31.3.20051F
ofEl A F£E
HK$'000 HK$'000
THET TAT
369,496 732,597
130,675 178,300
7,792 6,091
6,684 8,967
17,318 16,090
531,965 942,045

RRAEERA EXB N FRERRY
RERAFREITERZEENHEE -
BERB DB DML ELRHE

AREBREF AR (TwEm2 K
RH) Bl 2 MA RS EEBERERE D
BEENBEIN - 25000 ¢

Contribution to
profit before taxation

BB AEFIE Rt
9 months Year
ended ended
31.12.2005 31.3.2005
31.12.2005 1t 31.3.20051F
9fEl A FE
HK$000 HK$'000
TER TAT
64,777 98,736
23,731 26,442
1,296 602
1,260 1,367
2,542 1,467
93,606 128,614
5 (116)
(2,543) (2,294)
4,900 2,409
(23) (811)
- 31,199
95,945 159,001
(8,648) (12,197)
87,297 146,804
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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:

&S (%)
HREEETEMRTIS ZEmIER
MR £ ERM - BIRMETSE 52
BERBEANUEZT -

BEEMEES D 2 D BREE KRR
BERYE  BEREEZANE 2T
T

Additions to property,

plant and equipment

M BERREZIANE
9 months Year
Carrying amount ended ended
of segment assets 31.12.2005 31.3.2005
PEEEZIRAE 31.12.2005.F 31.3.20051F
31.12.2005 31.3.2005 9f8 A FE
HK$'000 HK$'000 HK$'000 HK$'000
THER FAT THET FAT
Hong Kong B 313,015 299,277 305 1,487
The PRC R 218,268 196,202 6,598 16,096
Thailand Z=H 21,447 21,094 - =
USA ESE 8,541 9,593 - 1,185
561,271 526,166 6,903 18,768

o1
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For the nine months ended 31 December 2005 & 220054 12 A3 11-91E A

9 months ended Year ended
31.12.2005 31.3.2005
31.12.20051- 31.3.20051F
9fEl A FE
HK$'000 HK$'000
FTHET FHET
Interest on: FE
— bank borrowings wholly repayable — AR FALHER ZRITER
within five years 23 47
— other borrowings —BARAFAEHER 2 HMER - 764
23 811
9 months ended Year ended
31.12.2005 31.3.2005
31.12.20051t 31.3.20051F
9fEl A FE
HK$'000 HK$'000
THET FHIT
The charge comprises: XHEE
Hong Kong Profits Tax BEAREMFH 8,648 11,615
Overprovision of Hong Kong EFERRRE B ENEN
Profits Tax in prior year - (15)
8,648 11,600
Overseas taxation TFHNIE - 597
8,648 12,197

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% of the estimated
assessable profit for the period/year.

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

AEBEARDEMIFEBNRE E
B MBRMMBENEH

BBTER TR, FRETIERFUR
MIR17 50051 E o

oty B 2 BOE A T R
R E -



Annual Report 2005 £ %

For the nine months ended 31 December 2005 £ 22005412 831 1-918 A

The charge for the period/year can be reconciled to the profit H, 4 R TR 2 B R R AT R B AT
before taxation per the income statement as follows: wAMERRAT
9 months ended Year ended
31.12.2005 31.3.2005
31.12.20051- 31.3.20051F
9fEl A FE
HK$'000 HK$'000
FTET THET
Profit before taxation BRA A e A 95,945 159,001
Tax at the domestic income R PG T 17.5% 2 B8
tax rate of 17.5% 16,790 27,825
Tax effect of expenses that are not JEE °E AR Mg M DS AT I B
deductible in determining taxable XHZBBTE
profit 877 960
Tax effect of income that is not B °E JE RR M g M| s B R AR
taxable in determining taxable WAZ BB E
profit (884) (8,168)
Tax effect of tax losses not recognised ~— RIERFIBEIE 2 RIS & 541 1,161
Tax effect of offshore income not BRRD ZBERAZ ST E
subject to tax (8,644) (9,324)
Overprovision in prior year TFE B - (15)
Utilisation of tax losses not previously — ENB A RHER 2 HiEEIE
recognised (32) (1,005)
Effect of different tax rates of operation ~ FNEAth B A R 48 & %75 2
in other jurisdictions TRBE 2 - 763
Income tax expense for the i FRZFEHZ
period/year 8,648 12,197
Details of deferred taxation at the balance sheet date and during EIETIARNAEE B R, F R 515

the period/year are set out in note 22. EPOBTE22 -
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Profit for the period/year has been
arrived at after charging:

Directors’ emoluments (note 13)

Other staff costs

Other retirement benefits scheme
contributions

Total staff costs

Release of prepaid lease payments

Auditors' remuneration

Bad debts written off

Cost of inventories recognised as
expenses

Deficit arising on revaluation of property,

plant and equipment
Depreciation of property, plant and
equipment

Loss on disposal of property, plant and

equipment
Net exchange loss

and after crediting:

Interest income
Surplus arising on revaluation of
property, plant and equipment

For the nine months ended 31 December 2005 & 220054 12 A3 11-91E A

B/ F s R e

E=ME Hat13)
HAE B AR

H AR RN IR

&

HB AR

B R & R IE Mg
ZHENE =

=

I
oy

>t

]

FERAERRER

EEYME - BERER

FiTEE 4 2 A

mE  BERREBZITE

HEWE - BERRBER

bEE 5 1R
WEFA

FEBWA

ERWE - BERER

PREEAE Z B8R

9 months ended
31.12.2005
31.12.20051-
9fEl A

HK$'000

FHERT

2,384
87,096

618
90,098

368
700
92

242,448

9,105

7,389

4,900

Year ended
31.3.2005
31.3.20051F
FE
HK$'000
FET

3,253
131,707

928
135,388

490

696

10
465,447
116

11,640

159
396

2,409
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Dividends declared and paid to equity B E IR R FAREI#E RS

holders of the Company: FHEAZKRE
Final dividend of HK$0.05 per share for #(Z2004%3 831 H EFE
the year ended 31 March 2004 REAR B R5.0/81L
Interim dividend of HK$0.03 per share & Z=2005F3A31H LFE
for the year ended 31 March 2005  HARR S 8 AR3.0 1L

Final dividend of HK$0.05 per share HZE2005F3A31HIEFE
for the year ended 31 March 2005 REAAR S BAR 5.0
Interim dividend of HK$0.03 per share ~ #(Z2005%F 12 A31H 1EHifE
for the period ended H AR S = AR3.078
31 December 2005

The final dividend of HK$0.023 (year ended 31.3.2005: HK$0.05)
per share has been proposed by the directors and is subject to
approval by the shareholders in annual general meeting.

The calculation of the basic earnings per share is based on the
profit attributable to the equity holders of the Company of
HK$87,297,000 (year ended 31.3.2005: HK$133,586,000) and
825,000,000 (year ended 31.3.2005: 825,000,000) shares in
issue during the period/year.

9 months ended Year ended
31.12.2005 31.3.2005
31.12.20051t 31.3.20051kF
9fE A FE
HK$'000 HK$'000
FH&xT FHET

- 41,250

- 24,750

41,250 -
24,750 -
66,000 66,000

EEeC @R RERIREER23E
Ili(31.3.20051E 5% : 5.0%(L) -« 1A
FREREFAE HE -

BREARBF TR, FRANQ AL
HAEAEESFS7,297,000/87T
(31.3.2005EFE : 133,586,000/
7o) B A B 217815 825,000,000 %
(31.3.20051E4F : 825,000,0004%)
mer& o

oo
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For the nine months ended 31 December 2005 & 220054 12 A3 11-91E A

BTSN T762(31.3.2005 L6 & ¢
8fi) EE B T :

The emoluments paid or payable to each of the 7 (year ended
31.3.2005: 8) directors were as follows:

Other emoluments
Hit e
Contributions  Performance
Salaries to retirement related
and other benefits incentive
benefits schemes payments
Fees HeR RINGER E35) Total
ne HitgH TR %S &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT FAT FHT T FAET
9 months ended H22005F12A318
31.12.2005 1H9f8A
Executive directors HITEE
Wai Siu Kee foH - 855 9 45 909
Poon Lai Ming EEH - 443 9 124 576
Lee Marina Man Wai EXE - 344 9 57 410
Lee Man Yan 3¢ - 285 9 15 309
Independent non-executive directors BV IEHTTEE
Wan Chi Keung, Aaron FEE 60 - - - 60
Heng Kwoo Seng fibs 60 - - - 60
Wong Kai Tung, Tony FRE 60 - - - 60
180 1,927 36 241 2,384
Year ended HZ2005%3A31H
31.32005 JIR:33
Executive directors HiTEE
Wai Siu Kee &o®m = 1,170 12 = 1,182
Poon Lai Ming B - 606 12 93 711
Lee Marina Man Wai 2XE - 440 12 33 485
Lee Man Yan FXR - 230 8 51 289
Lee Lai Chu FER = 333 7 32 37
Independent non-executive directors BV IEHTTEE
Wan Chi Keung, Aaron FEE 84 - = = 84
Heng Kwoo Seng fibs 80 - - - 80
Wong Kai Tung, Tony FRE 50 - - - 50
214 2,779 51 209 3,253
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Of the five individuals with the highest emoluments in the Group,
two (year ended 31.3.2005: one) were directors of the Company
whose emoluments are disclosed in note 13 above. The
emoluments of the remaining three (year ended 31.3.2005: four)
individuals were as follows:

Salaries and other benefits e kHAmER
Contributions to retirement benefits RIREFIFT B3R
schemes

Performance related incentive payments I8 A8RF €%

The emoluments were within the following bands:

HK$nil to HK$ 1,000,000 #,2£1,000,000/% 7T
HK$1,000,001 to HK$1,500,000 1,000,001 752 1,500,000 7T
HK$1,500,001 to HK$2,000,000 1,500,001/ 722,000,000/ 7T

EARSESUSKSEFMoATH - B1F
21 (31.320051LFF : 1460) "AFIE
E - HEFMESHR X113 - mE
#£307(31.3.2005 L FF : 407) &= 5
MATzBET :

9 months ended Year ended
31.12.2005 31.3.2005
31.12.20051t 31.3.20051F
9fE A FE

HK$'000 HK$'000

FH&xT FHET

1,958 4913

1,958 4913

MEeNFTIIRE :

9 months ended Year ended
31.12.2005 31.3.2005
31.12.20051: 31.3.20051F
9fEl A FE

Number of Number of
employees employees

BEAHK EE AR

of
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COST OR VALUATION
At 1 April 2004

- as originally stated
Adoption of HKAS 17

At 1 April 2004

- as restated
Currency realignment
Additions
Disposals
Upon disposal of subsidiary
Adjustment arising

on revaluation
Reclassification

At 31 March 2005

Currency realignment

Additions

Disposals

Adjustment arising
on revaluation

Reclassification

At 31 December 2005
~ at valuation

DEPRECIATION AND
AMORTISATION

At 1 April 2004

Provided for the year

Eliminated on revaluation

At 31 March 2005

Provided for the period
Eliminated on revaluation

At 31 December 2005

CARRYING VALUES
At 31 December 2005

At 31 March 2005

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

AAESEE

200454418
-FE

FnEAE R
E17%

200454418
— B &5

Lt

AE

e

HENBAR

REfELL
HE

PEER

#2005€3A318

EBAE

AE

&

REfELL
HE

HEER

120055127318
~ftE

nERER
200454418

KERER
EfiEYH

#200563A318

ARG
EfiEYH

120055127318

REE
20055127318

#200563A318

Buildings

Land and under
buildings  construction
1 3L
kg B¥
HK$000 HK$'000
TR T
94,046 4261
(18,150) =
75,896 461
202 =
2587 7089
10267 .
5,122 (5122)
94074 6,08
(782) -

= 3,635

(2919)

9,863 (9,863)

100,236 -

5172 =
(5,172) =

4,649 =
(4649) =

100,236 -

94,074 6228

For the nine months ended 31 December 2005 & 220054 12 A3 11-91E A

Furniture,
fixtures and
equipment
G %8
& ]
HK$'000
TAL

8,445

8,445

2,99
(56)

(1,887)

(2,160)

7336

1516
(13)

(1,249)

7590

1852
(1852)

1245
(1,245)

7590

7336

Leasehold
improve-
ments
i
nERE
HK$'000
ThTL

11380

11,380
1,560
(2,533)

(958)

9449

(1,034)

8415

1311
(1311)

608
(608)

8415

9449

Motor
vehicles
RE
HK$'000
TAL

1761

1761

1477
(266)

(425)

2507

1,246
(%)

(304)

3,375

586
(586)

581
(581)

3,375

2507

Moulds
ER
HK$'000
TAL

140

(17)

123

(12)

11

4
(“7)

31
(1)

11

123

Plant and
machinery
BER
H
HK$000
TR

13827

(1232)

13290

13290

14,155

Total
4t
HK$'000
TAL

133,860

(18,150)

115710
219
17377
(387)
(4420)

5393

133,892

(845)
6903
(183)

(6750)

133017

11,640
(11,640)

9,105
(9,105)

133017

133,892
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The above items of property, plant and equipment are depreciated
on a reducing balance at the following rates per annum except
for the buildings and leasehold improvements are depreciated
on a straight line at the rate of 5% per annum:

Furniture, fixtures and equipment 20%
Motor vehicles 25%
Moulds 33'/3%
Plant and machinery 20%

The Group's property, plant and equipment excluding buildings
under construction, other than property interests situated in
Thailand, were revalued at 31 December 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 December 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$2,355,000 (31.3.2005: HK$17,033,000)
arising on the above revaluation has been dealt with as follows:

(i)  asurplus of HK$2,350,000 (31.3.2005: HK$17,149,000,
net of a deficit of HK$235,000 shared by minority
shareholders) has been credited to the asset revaluation
reserve; and

(i) asurplus of HK$5,000 (31.3.2005: deficit of HK$116,000)
has been credited to the consolidated income statement.

BETMEEMRREZNETIAER
ERERSWITEIN - EAE - BE
KR imIR B JIARIRRAESRIZ NI F R
IE -

B REBEREE 20%
TE 25%
KA 331/5%
R EE Bt 2s 20%

REE Y - BEREE - RERER
Bz YRS - IR B EYE -
R NS EERD - AP GER) BRA
&) » 72005612 A31 ALAAFHIE -
Wik BRI B E S R R ETSE
tez BES(H -

REBERNFE 2 MEERN 20055
12A31 BB EXYEMGER
Thai Property Appraisal Lynn Philips Co.,
Ltd. - IREBR ARG 2 ARTISEEERE
HEHH o

A _E & i E A F & #r2,355,000
70 (31.3.20051FFF : 17,033,000
BT CEIEARIT

() 2,350,000/ 7T (31.3.20051E4F
€ : 17,149,000% T + B0k
BUAR R 53 PIT{5 5 411235,00078
) BHREBABRES(HEHE
P54

(i) 5,000/ &R (31.3.20051LF
€ : 116,000 TEAL) B&t ALR
BHERA
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For the nine months ended 31 December 2005 & 220054 12 A3 11-91E A

If the above property, plant and equipment had not been revalued, fisd bsftz ¥2€ - RS R EAETTE
they would have been included in these financial statements at fir - R EIRE LA E RETHTEN
historical cost less accumulated depreciation at the following N pE e

amounts:

Furniture,  Leasehold
fixturesand  improve-
Landand equipment ments Motor Plant and
buildings M - £E BE  vehicles Moulds  machinery Total
TREF kR UEEE RE BE  HEREH A5t
HKg'000 HKg'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR TR TR TR TR

Cost A 118,362 17999 17195 6,631 887 40,120 201,194
Accumulated depreciation Z 5478 Kz #
and amortisation (39202)  (13,067) (9,089) (4312) (887)  (33,749)  (100,306)
Net book values REFE
At 31 December 2005 F2005F12A31H 79,160 4932 8,106 2,319 = 6,371 100,888
At 31 March 2005 M2005F3A31H 74,063 4479 8,704 1,653 = 7329 96,228
31.12.2005 31.3.2005
HK$'000 HK$'000
FExT FHEIT
The carrying value of the Group's AEEYE#ERZ 2 REERE
property interests comprises:
— freehold land in Thailand —FERBILASK A EHERE G L3t 7,680 6,467
— buildings on freehold land in —HEREPOKAERESA L
Thailand BT 12,100 12,878
— buildings on land under —HEREEETH I EREL
medium-term land use rights 2 EF
in the PRC 80,456 74,729

100,236 94,074
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The Group's prepaid lease payments comprise leasehold land in REE 2 FENAERIE B IEN R BRF
the PRC under medium-term lease: HEERAHE LM -

31.12.2005 31.3.2005

HK$'000 HK$'000

FET FAT

Analysed for reporting purposes as:  AZ%Rk E BEH DT -

Non-current asset EMBEE 27,745 20,578
Current asset MENEE 490 490
28,235 21,068

31.12.2005 31.3.2005

HK$'000 HK$'000

FET FAT

Raw materials and consumables R R AR o 29,018 30,898
Work in progress EEE 24,893 18,805
Finished goods BURY G 18,150 16,293
72,061 65,996

All inventories were carried at cost at the balance sheet date. FIBEFEETIAEE H 2 BARGCER -
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For the nine months ended 31 December 2005 & 220054 12 A3 11-91E A

(a)

(b)

Trade and Other Receivables
The Group generally allows an average credit period ranged
from 30 to 60 days to its trade customers.

Included in trade and other receivables are trade and bills
receivables of HK$77,418,000 (31.3.2005:
HK$85,114,000). The aged analysis of trade and bills
receivables at the balance sheet date is as follows:

Less than 30 days PH30K
31 — 60 days 31&260K
61 — 90 days 61E90K
Over 90 days 90K E
Other receivables H b FEUTR

The fair value of the Group's trade and other receivables as
at 31 December 2005 approximates to the corresponding
carrying amount.

Bank Balances and Cash

Bank balances and cash comprise cash held by the Group
and short term bank deposits with an original maturity of
three months or less. The deposits carry at prevailing market
average interest rate of 4.1% (31.3.2005: 2.6%) per
annum. The fair value of bank deposits at 31 December
2005 approximates to the corresponding carrying amount.

(@)

(b)

ERESREMFIE
AEB—RETESIEFZRE
HIF 930K 260K ©

FEUE 5 R B A ZE B IR E YR
AR EEHT7,418,000%7T
(31.3.2005: 85,114,000/ 7T) -
FENEE R R BENEE B 2 BREe
DTN -

31.12.2005 31.3.2005
HK$'000 HK$'000
FET T
37,450 38,035
19,264 19,014
10,170 11,781
10,534 16,284
77,418 85,114
8,249 7,742
85,667 92,856

R2005F 128318 » "EEZ
JEWE 5N EfbiRIE 2 A F(EE
HEREEMRE °

BITHBRERS
RITEBRERSBIERNEERE
ZBRERREAABIMBEMAHDRN3
BABEZREIRITER ° %
EEFEMSFHEEEL 1%
(31.3.2005 : 2.6%) 5T B - I
2005 12A318 @ ${fITHERZ
ATEEAEFETERS °
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Trade and other payables principally comprise amounts
outstanding for trade purchases and ongoing costs. The average
credit period taken for trade purchases is 30 days.

Included in trade and other payables are trade and bills payables
of HK$48,801,000 (31.3.2005: HK$40,753,000). The aged
analysis of trade and bills payables at the balance sheet date is as

follows:

Less than 30 days DR30K
31 - 60 days 31E60K
61 — 90 days 61Z290K
Over 90 days 90K M E
Other payables E i R K

The fair value of the Group's trade and other payables as at 31
December 2005 approximates to the corresponding carrying
amount.

Amounts were unsecured, non-interest bearing and repayable
on demand or within one year. The fair values of the amounts
approximate to the corresponding carrying amount. The amounts
for the period ended 31 December 2005 were aged less than
60 days.

The amounts due to related companies comprised Lee & Man
Industrial Manufacturing Limited, which is beneficially owned by
Mr. Lee Wan Keung, an associate of Fortune Star, and Lee And
Man Manufacturing Co. Ltd, which Ms. Lee Marina Man Wai, the
director of the Company, is the director.

ENESRAEMKATERRE SRR
MIFERX AR ANERE - EHRE
ZFERRA30K -

FERTE S REMFIE RN LR
¥E#148,801,000/87C (31.3.2005:
40,753,000 7T) * ENERRARZEER
HEBZERERDTAOT

31.12.2005 31.3.2005
HK$'000 HK$'000
FH&xT FHET
26,865 32,263
17,679 7527
1,829 281
2,428 682
48,801 40,753
23,969 20,501
72,770 61,254

FA2005F 128318 » AEBE 2 EMNE
SREMFIEZ A FELEERMER

++

Eo

ZFIRTYEER - R ERAREEKE
H1FAEE - ZRIE 2 AFEERR
HEEE  ZKEREE2005F12H
31 H1IEHIR 2 BREe D PR60K ©

e RS A RIFUIR BIEE [ Lee & Man
Industrial Manufacturing Limited (F8
Fortune StarZ B8 A B8 55 B ot
B) FIENSEBAR AR (ARRIES
FNBHRLTREES) ZF0A -
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For the nine months ended 31 December 2005 & 220054 12 A3 11-91E A

The bank loans carry fixed interest at 5.185%.

The bank overdraft carries at variable interest rates. Both amounts
are repayable on demand or within one year.

The fair values of the bank loans and bank overdraft at the balance
sheet dates approximate to their respective carrying amounts.

The following are the major deferred tax liabilities and assets
recognised and movements thereon during the current and prior
reporting periods.

Accelerated

tax

depreciation

i

BEmE

HK$'000

AT

At 1 April 2004 20045 K%4A1H =
Charge (credit) to income for  FRMRE kR GEA)

the year 124

Charge to equity for the year FRERG =

At 31 Mach 2005 1R2005F3 A31 124

Effect of changes in accounting ~ &&FEER H@JZ

policies (note 3) T & (Wat3) =

At 31 March 2005 as restated 7200543 331 B & &7 124

Credit to equity for the period HYARESR HIRR =

At 31 December 2005 72005512 A31H 124

At the balance sheet date, the Group had unutilised tax losses of
HK$21,675,000 (31.3.2005: HK$18,764,000) available for offset
against future profits. A deferred tax asset has been recognised in
respect of HK$711,000 (31.3.2005: HK$711,000) of such losses.
No deferred tax asset has been recognised in respect of the
remaining HK$20,964,000 (31.3.2005: HK$18,053,000) due
to the unpredictability of future profit streams. Tax losses may be
carried forward indefinitely.

SRITEFAREEFIZES.185%:T 8. ©

RITBSIAFENIRE B
FEEZ RIS FAEE

RITEFRMBTEXRNEER ZAFE

HEXE ZREERS

ZREARE Ko @ B B iR 2 £ BIRER
BEREEREZSHAMMNT

Revaluation
of property,
plant and
equipment Tax
N BE losses Total
RREEM BEEE &3t
HK$'000 HK$'000 HK$'000
FHET FHT FET
= (124) -
1754 = 1754
1754 (124) 1754
(486) - (486)
1,268 (124) 1,268
26 = 26
1,294 (124) 1,294

REER - RNEERARERER BER

MAXKRKRREBENZHEBEBRRB
21,675,000/%&7C(31.3.2005 :
18,764,000/ 7T) ° EH R EBHER
T711,000%7T(31.3.2005 : 711,000
BIT) ZIEIERIE A E BRI A
ZmATRITEA - #87220,964,000
7 70(31.3.2005 : 18,053,0005 7T) i
HE B RERRRELENIAEE - HE
&5 18 P PR A4S
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Ordinary shares of HK$0.10 each:

Authorised: SERE

At 1 April 2004, 31 March 2005 and 200448 1H * 200538318

31 December 2005 }2005F12A31H

Issued and fully paid: BITRBR -

At 1 April 2004, 31 March 2005 and 7200444818 - 2005438318

31 December 2005 20059128318

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

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
“Board”) 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 Board
from time to time to subscribe for the shares of the Company
(the "Shares").

BREECIET E@K

Number of
ordinary shares Amount
EEROEE x|
HK$'000
THET
5,000,000,000 500,000
825,000,000 82,500

DT BARNRESHLERD -

ARFIMRIE—IBR2001F 12814858
B2 RER - DEMABRERE ([5
2 - NEEESEREEAT o 5HEIK
FRANE10FNB R - 2010124
138fEm °

RiEFE - ARRESE((EFg)A
BiIEmO)AER - NEBHES R AR
ZABEZABRZMBAR (BB
A 2 EMEE - BEHER : HK(i)
X@mABRERANEESEBE QR Z [
BF  RESEMZTA2RER X
(iAARESERERR 2 EME
= EEXEREBERBEEZIAR %
(VEREFERTRIRE 2 ERZP -
HER R R TR AR A AT
Bt (TAfn ) -
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For the nine months ended 31 December 2005 & 220054 12 A3 11-91E A

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 Board (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.

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

BT 2 BB LA ER B RRET21
RN - BRERBEEIFTR L 2 ER
RS R 2 ROEE - EAARIRRS
TMSHBBAR AR B BEITRAZ10% °
B FERR IR £ TTAR RIS A A B RR R
B BIRMEA 1218 B BRI F (10
BERIA L2 B Z=RHEE @ T
BHBNZI2EAREcRE —BE
BRI 2 1% °

BRETNEFTSEE 2 ARME (%
HESRBETAMERELET 105
A - W EERERER TITERLERA
SR (A08)) RTTE - BAHER
ERAELTENRZBER T RS - &
AR ML =IBF 2 e E EATTEER
()& 2 EME ¢ (iARIDPR B Ak
2 A e A RERAS 2 S
B RN EREE T B AR5 fERR
7 BEMRPe 8 B RERMATZ T
BRRYHE -

EREESAIY SINNCINIZ: Y
BB -
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For the year ended 31 March 2005, 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 HEZFEE

Property, plant and equipment M - BB KRB
Inventories ra

Trade and other receivables JEWE 5 K Bt FRIR
Taxation recoverable AU EI R TE

Bank balances and cash RITHEBR RIS

Trade and other payables JERTE 5 K Bt 5RIR
Taxation payable eI I8

Bank and other borrowings HRIT R E MK

Minority interests DHRR R

Gain on disposal HE z e

Total consideration HBRE

Satisfied by: XA

Cash Re

Net cash inflow arising on disposal: REHEZFHELRA
Cash consideration ReRE

Bank balances and cash disposed of BEHEZRITESREER

The subsidiaries disposed of contributed HK$239,018,000 to the
Group's turnover and HK$30,626,000 to the Group's profit from

operations for the year ended 31 March 2005.

REIZ2005F3 A31HIEFE - K&
[ LA {8 56,930,000/ 7T i & Foreland
Pacific Limited R E @B A7) 2 230
5 © Foreland Pacific Limited 5 EFfE 2
ANEHEERFEENT ¢

Year ended
31.3.2005
31.3.20051
FE
HK$'000
FTER

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

HEZWB AT NEZE2005F3 831
B IFFE BE239,018,000/8 7T F AR E
B2 & ¥5R%30,626,000/8 T T A%
B2 & mF o

6/
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For the nine months ended 31 December 2005 & 220054 12 A3 11-91E A

9 months ended Year ended
31.12.2005 31.3.2005
31.12.2005 1 31.3.20051F
9fEi A FE
HK$'000 HK$'000
FEx FAT
Minimum lease payments paid under &4 4 2 RIEAEM K
operating leases in respect of
— land and buildings — T REF 1,466 3,305
— equipment — R - 225
1,466 3,530
At the balance sheet date, the Group had commitments for future REFER - NREBER AT HLE L
minimum lease payments under non-cancellable operating leases ZARREIEEE N FAENAT ¢
which fall due as follows:
31.12.2005 31.3.2005
HK$'000 HK$'000
FBxT FHEIT
Within one year —FR 622 608
In the second to fifth year inclusive REZZERFR 105 574
727 1,182
The commitments for operating lease payments represent rentals REMENFTAREAEERERAE
payable by the Group for office properties. Leases are negotiated MEEN 2B - WAEYZE 2 M
for an average term of five years and fixed for three years for HEDF  M=FRETHSA - H&T)
office properties. Rentals are based on the terms specified in the BREEERH RN IETIRRERE

lease agreements.
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Capital expenditure contracted for but B FT#ME R R B TEIRE
BB BEDE HE

not provided in the financial
statements in respect of the Rz EREZ
acquisition of property, plant

and equipment

In addition, the Company announced in November 2005 its
intention to invest and build a chemical production plant in Jiangsu,
the PRC. A wholly foreign owned enterprise with an initial registered
capital of approximately HK$264,000,000 would be established
to undertake this investment. At 31 December 2005, the Group
had entered into contracts for acquisition of property, plant and
equipment and lease of land use rights of approximately
HK$60,005,000 and HK$50,000,000 respectively. Deposits of
HK$2,506,000 and HK$7,535,000 were made respectively in
respect of the above commitments.

Defined benefit scheme

The Group is a 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.

31.12.2005 31.3.2005
HK$'000 HK$'000
FET FAT

287 3,154

RSN - AR A BIF20054 11 A DA R
PENVTIERIREEY — L TR - ILTERE
BREBEI-—BUOLTMERNR
264,000,000 T2 NEBERE - I
200512 A310 » A&EEEE]AR
LB  BEMEEIEE S
FR#E - £% 5 514960,005,000/8 7T
50,000,000/ 7T © & FiliFEE S
RISz f5T4:2,506,00078 7T % 7,535,000
HBIT °

RERNZETE
REBA—TEATHZEIZKE © %
st A% Fortune StariZ 2 A T2 &
BREEMR - 2000128 - RE
M2 B 2 FTARK B EZR AR
EeEHEl - HRREF T E T AR
%2 21EFZEE 20005 11 308
RES - REMNEETEITRER2000412 A
BIABEIFEENA -

RIEREFZTE - BERFESSHR
RIRZ B - PIUELZ RINEFR TESE
MREFR20005F 11 A308 2 2 0%
Z100%1T% » WRNLEZE20005 11
A30B LB ERKE 2 RBF
& o REENARIEHEMRIKIEER] o
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For the nine months ended 31 December 2005 & 220054 12 A3 11-91E A

Defined benefit scheme (continued)

The most recent actuarial valuation of the plan assets and the
present value of the defined benefit obligation was carried out as
at 31 December 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.

The main actuarial assumptions used were as follows:

Discount rate gt
Expected return on plan assets FTEIEETRHE R
Expected rate of salary increases TR IR R

The actuarial valuation shows that the market value of plan assets
at 31 December 2005 was HK$9,387,000 (31.3.2005:
HK$9,046,000) and that the actuarial value of these assets
represented 116% (31.3.2005: 1149%) of the benefits that were
accrued to members.

RERNZHE (&

STEEER R ENZEAERE S
BEE T HRIEE ASRE (HR) AR
AAEIR2005F 12 A31 BIEHFHE o &
EMEAGEIRE - B R R REK AR
TR RIS A T ER A TR G B Ak

s
=5
al= °

PRz EBRERRMOT

9 months ended Year ended
31.12.2005 31.3.2005
31.12.20051F 31.3.20051F

98 A FE

Per annum Per annum

% %

4.25% 5.0%

5.0% 5.0%

0% 0%

BE A LR R B EER200512 A

31HZ2WEARS,387,000/F T
(31.3.2005 : 9,046,000/7T) * MZE
BEZFREEEEENTEIKEERF
FZE 2 116%(31.3.2005 : 1149%) °
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Defined benefit scheme (continued)
The charge recognised in the consolidated income statement in
respect of the defined benefit scheme is as follows:

Current service cost W ARIE A
Interest cost FEBA

Expected return on plan assets SHEAETRREIR
Past service cost BERRTEAAR

Net actuarial gains FEE F

Total, included in administrative expenses &5t * B BIEATTIE F

The actual return on plan assets for the period was HK$341,000
(year ended 31.3.2005: HK$492,000).

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 A THEE
Unrecognised actuarial losses AERZIBEER
Present value of funded obligations HAPEFIBZRE

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

RERZE (B
AR A SR A A EF S BT FER
2RO

9 months ended Year ended
31.12.2005 31.3.2005
31.12.2005 1t 31.3.20051F
9fEl A FE
HK$'000 HK$'000
FERT THET
297 275

(340) (489)
- 777

127 (19)
84 544

ZNEARIETEIE E 2 B E1#R A341,000
AI(31.3.20051EFF : 492,000/%
TT) °

REE 2 RENSRTEIRIAEERE
RZEEMT

31.12.2005 31.3.2005
HK$°000 HK$'000
FHET FAT
9,387 9,046
1,980 2,243
(8,085) (7.923)
3,282 3,366

AEIEEC A HEELERSAARZ
AR AR EREA 2
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Defined benefit scheme (continued)
Movements in the net asset in the period/year were as follows:

At beginning of the period/year NP
Amounts charged to income ERU AN 2 2R
At end of the period/year FAER AR

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 monthly 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 ()
H/FNEEFREHNOT :

31.12.2005 31.3.2005
HK$'000 HK$'000
TER THET
3,366 3,910
(84) (544)
3,282 3,366
SUE HRETE

AEERMEEERNESR L —BA
BEEE - ZETEICEERAEE K
EDFARE - WHZEALRS - XEE
meafE e st 28I FK1,0008 TR EEE
BB AN 2 5% CABR & &%) - T
BB 2K EAER o
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Transactions between group companies have been eliminated
on consolidation and are not disclosed in this note.

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 period/year and at the

EEAZRARBZRBERGE R
$H o BCNESL I P EE o

AEEERREE) - EREERELD
%EEJJH%%E??;EZ%E@@)\:M&HH/ FA
FTEIT 2 BAR 5 RN F 45 B 2 KaERa0

balance sheet date as follows:

Name of party Relationship
BELER B

Connected parties Bkt 5

Capital Nation Subsidiary of
Investments Limited Hans Energy
("Capital Nation") Company Limited
(note) (“Hans Energy")
&3 ERRRERAR

(TEBRERI) 2
B~
Subsidiary of

Fortune Star
Fortune StarZ
)EPNG]

A company
beneficially owned
by Mr. Lee Wan

Keung
HFERLEES
#H 27

T~
9 months ended Year ended
31.12.2005 31.3.2005
Nature of transactions/balance 31.12.2005 31.3.20051F
XHME ek offl A FE
HK$'000 HK$'000
TR THET
Corrugated cardboard and carton - 5,583
boxes purchased
BERNB AR RS
Management fee income received - 432
ERBRA
Corrugated cardboard and carton boxes 3,945 1,121
purchased
BE ISR LA
Management fee income received 341 143
3:2-LON
Balance at the balance sheet date — - 544
trade payable
REERZ 8 — BNESTR
Corrugated cardboard and carton 470 -
boxes purchased
BENBAR R A
Management fee income received 7 -
53:2-LON
Balance at the balance sheet date — 899 -

trade payable
REE R 2 8- BNE SR

/3
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For the nine months ended 31 December 2005 & 220054 12 A3 11-91E A

9 months
ended Year ended
31.12.2005 31.3.2005
Name of party Relationship Nature of transactions/balance 31.12.20051F 31.3.20051F
BELER & REME ek 9ofil A FE
HK$'000 HK$'000
FEr FET
Connected parties B85
Lee & Man Paper An associate of Management fee income received 39 399
Manufacturing Fortune Star ERBUA
Limited Fortune Star Z B A
BXERARAA
Related parties B8 A +
Lee And Man A company Management fee income received 108 210
Manufacturing beneficially owned ~ EBEBUA
Co. Ltd. by Ms. Lee Marina Licence fee received 561 705
BYREHAR AT Man Wai, a director 2 U{E RS
of the Company Plastic accessory purchased 121 -
HARAIES BEABRM
EXExr+ Balance at the balance sheet date — 31 -
ot/ Y PA/NC| trade payable
REBER 2 A — BN ESHF0A
Lee & Man Realty A company Licence fee paid 808 1,368
Investment Limited beneficially owned ZERAEE
BXBEXERNTE by Mr. Lee Man Yan,
a director of the
Company and
Mr. Lee Wan Keung
REN R4 (BT
BE)RFTEBALEE
BEBZ AR
Note: Capital Nation was a former subsidiary of Hans Energy and was it Capital Nation ZZBEERZAIME A
disposed of to a subsidiary of Fortune Star in December 2004. AR R2004F 12 AHEF Fortune
During the period, Capital Nation was further disposed of to Mr. Star » #3A) » Capital Naton B4 & F

Lee Wan Keung, an associate of Fortune Star. Fortune Star Bt82 A ZiEo8 50 4 ©



Notes to the Financial Statements

Bt %5 R MY A

29. CONNECTED AND RELATED PARTY TRANSACTIONS 29. FEXZRER ()
AND BALANCES (CONTINUED)

The remuneration of directors and other members of key EEREMEEERENK SR EA 2B
management during the period was as follows: E UNNE

9 months ended Year ended

31.12.2005 31.3.2005

31.12.2005 1t 31.3.20051F

9fE A FE

HK$'000 HK$'000

Fox FET

Short-term benefits SEEE] 4,797 6,007

Post-employment benefits RKIET 90 17

4,887 6,124

5
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The balance sheet of the Company as at 31 December 2005 is

as follows:
Notes
Hiat
ASSETS AND LIABILITIES EEREE
Non-current assets EREBEE
Investments in subsidiaries RHB AR ZIRE
Current assets MEEE
Amount due from a subsidiary [ EPEENCIDSE S (@)
Prepayments ARG/
Bank balance IRITEER
Current liabilities mENBE
Other payables H At R kI8
Net current assets MEVEEFEE
Capital and reserves A R
Share capital PR
Reserves G b)

(@) Amount due from a subsidiary
The amount is unsecured, interest-free and repayable on
demand. The fair value of the amount as at 31 December
2005 approximated the carrying amount.

RAFIR2005F12 A3 1B BEARE

R

31.12.2005 31.3.2005
HK$'000 HK$'000
FHExT FHET
215,145 215,145
97,543 41,600
209 -
400 199
98,152 41,799
668 385
97,484 41,414
312,629 256,559
82,500 82,500
230,129 174,059
312,629 256,559

() KBARXK

ZEIETEER - £ B RANE
ZREHERE - R2005F 12 A31
B ZREz A FHERHEmE
s -
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(b) Reserves

Share

premium

B4 ME

HK$'000

FHT

At 1 April 2004 72004464818 20,307
Profit for the year FRRA =
Dividends (note 11) BB (FraErT) =
At 31 March 2005 7200563 H31H 20,307
Profit for the period s =
Dividends (note 11) BB (FratrT) =
At 31 December 2005 #2005 12H31H 20,307

(b) fRE

Contributed Accumulated

surplus profits Total
B8z Epenl &&t
HK$'000 HK$'000 HK$'000
TET TET FET
112,338 41,462 174,107
= 65,952 65,952

= (66,000) (66,000)
112,338 41,414 174,059
= 122,070 122,070

= (66,000) (66,000)
112,338 97,484 230,129

The contributed surplus of the Company represents the
difference between the aggregate net tangible assets of
the subsidiaries acquired by the Company pursuant to a
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$230.1 million as at 31 December 2005
(31.3.2005: 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.

RRARZEHBHRTIANRIER
200112 Rz S B EABFTUE
ZIWBAR 2 BREEFERR
HEARA R Z WU T 3T 2 IR
EEZEFE

2005F 12 A31H * &NAR)A]
HARTRR 2 FEE - 2ERD
wE - BRRBREFREHRET
#EH230,100,0008T
(31.3.2005 : 174,100,000/
70) © BIBEFSEEARNE (&S
i) Apal RO BB RE
DIRSERRBIRE TR - #
ZAERIRERBBFEARAR]
AEERRERMA 2 EERTE
PDIRRIEEREE - ARQFIRA]
VAR B B 715 2 (BI85 Bk E
BHIE - BEARR ZAKER
RAA - NA R ZBRE A BE T
SEMFEE - BRERGEERT
HRER ©

o’
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Details of the Company’s principal subsidiaries at 31 December

2005 are as follows:

Name of subsidiary

MEAREM

Lee & Man Development

R

Lee & Man Company
Limited
BXFTARRAT]

Lee & Man Handbag
Manufacturing Company
Limited

BXFRBARRA]

Lee & Man Management
Company Limited
BEXERABRAT

Place of
incorporation

British Virgin Islands
REBEBRES

Hong Kong
&

Hong Kong
BE

Hong Kong
N

For the nine months ended 31 December 2005 & 220054 12 A3 11-91E A

RATIR2005F12 831 B2 T E/E

RAEZFBEWOT
Nominal value
of issued and
fully paid Attributable
share capital equity
BRTR interest  Principal activities *
BERKHEE FribRER  EEXH
Shares — US$90 100%  Investment holding
f&{n — 90T REFEAL
Ordinary shares 100%  Manufacture and sales of
— HK$1,000,000 handbags and luggage
el SUENMHE FRREITFME
—1,000,000/87C
Non-voting
deferred shares
— HK$1,000,000
R EEIETER D
—1,000,000% 7T
Ordinary shares 100%  Manufacture and sales of
— HK$10,000 handbags and luggage
Epalian) SLERHEFRRITFM
—10,000% 7T
Non-voting
deferred shares
— HK$500,000
B RER TR
—500,000/8 7T
Ordinary shares 100%  Provision of management and
- HK$2 administration services

Timikin — 287

REEE RITRIRSS

*  The principal activities are carried out in the PRC and Hong Kong. PR EEBHERBEREBET
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For the nine months ended 31 December 2005 £ 22005412 831 1-918 A

Only Lee & Man Development is directly held by the Company.

The deferred shares practically carry no rights to participate in
profits or surplus assets or to receive notice of or to attend or
vote at any general meeting of the respective companies or to
participate in any distribution on winding up.

The above table lists the subsidiaries of the Company which, in
the opinion of the directors, principally affected the results or
assets of the Group. To give details of other subsidiaries would, in
the opinion of the directors, result in particulars of excessive length.

None of the subsidiaries had any debt securities outstanding at
the end of the period, or at any time during the period.

RAEBENERANRAERRA °

ARFE RS 0 A AN 2 B ) IOR M S A B
BEIRBEABLRERMBRRASZ
BEIHFEASINEG LRESZHEF
B2 ERDIK

E=ZAR LRI ZARFIMBAF]
DEBFEAEE I EESEELR
A - BEERAEREEMMNBARZF
BREHRREITE

B 2 A BB S AP (T R A4
IR 2 (BB o
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Year ended 31 March

HZE3A3BLFE
2002 2003 2004
HK$'000 HK$'000 HK$'000
TET THL THL
RESULTS ES
Turnover EEDR 703,791 919,261 955,750
Profit before taxation BR A& A 85913 128,299 112,920
Income tax expenses FrisHs (6,635) (12,616) (9,876)
Profit for the year/period &,/ HiRii 7l 79,278 115,683 103,044
Attributable to: FEf
Equity holders of RAREERAA
the Company Bl ER 79278 115,683 102,161
Minority interests DHBRE R A = - 883
79,278 115,683 103,044
At 31 March
M3A318
2002 2003 2004
HK$'000 HK$'000 HK$'000
TET THL THL
ASSETS AND LIABILITIES ¥ERERE
Total assets AELE 314,723 436914 514,636
Total liabilities BEESE (79,932) (109,368) (131,618)
Net assets BEFH 234,791 327546 383,018
Assets attributable to equity AL AEREFEA
holders of the Company ~ [E(HEE 234791 327546 366,471
Minority interests DERR s - = 16,547
234,791 327546 383,018
Note: The above financial summary prior to 31 March 2004 has not been et :

adjusted to take into account the effect on the adoption of new Hong
Kong Financial Reporting Standards issued by Hong Kong Institute of
Certified Public Accountants, as detailed in note 3 to the financial

statements, as the directors considered that it is not practicable

to do so.

2005
HK$'000
TAL

942,045

159,001
(12,197)

146,304

133,586
13,218

146,804

2005
HK$'000
TAT
(restated)
(i@ ==51)

520,083
(67674)

452,409

452,409

452,409

9 months ended
31 December
2005
31.12.2005 1
9fEi A

HK$'000

TERT

531,965

95,945
(8,648)

87,297

87,297

87,297

At 31 December
2005
#31.12.2005
HK$'000

TERT

561,271
(86,092)

475,179

475,179

475,179

HREERAEELEEE - LRV BHESR
200453 A31 HATZ R B WAEFELARUR
BB R T BN R B A G SR AR AR 2
MARMBRMEEA T HE -



