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The board of directors (the “Board”) of Lee & Man Holding Limited (the
“Company”) is pleased to announce the unaudited condensed
consolidated results of the Company and its subsidiaries (the “Group”)
for the six months ended 30 June 2006 together with the comparative
figures as follows:

For the six months ended 30 June 2006

Turnover e
Cost of sales SHEE B AN
Gross profit EH
Other income E Al A
Distribution costs HEE A
Administrative expenses THER

Interest on bank borrowings wholly
repayable within five years

ERAFAEHERZ
RITIEFFB

Profit before taxation BB AR
Income tax expenses FS RS H
Profit for the period HR&E
Attributable to: JEAG
Equity holders of the Company RRRMERFER A
Interim dividend HERRR S
Basic earnings per share BRERER

BY&EEBRAR((ARa) Exg ([ES
) RART  RARIREMBAR ([ARE
B ) EZ=2006F6 308 [E6ff A 2 R&=E
ZE ARG FRER LB FTOT ¢

HZE2006%6 A308 1E61E A

Six months ended 30 June

B Z6H30H 161 A
2006 2005
(Unaudited) (Unaudited)
(REEZ) (REEZ)
Notes HK$'000 HK$'000
HiaE FH&xT FHET
2 353,981 327852
(246,485) (222,886)
107,496 104,966
5,393 3,471
(15,614) (15,617)
(39,102) (36,403)
(21) ®)
58,152 56,409
3 (5,519) (5,126)
4 52,633 51,283
52,633 51,283
5 20,625 N/ATNE A
6 HK6.4 centsi&{ll  HK6.2 centsi&{l



At 30 June 2006

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 related companies
Taxation payable

Bank advances for discounted bills
Bank overdraft

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

NON-CURRENT LIABILITY
Deferred Taxation

CAPITAL AND RESERVES
Share capital
Reserves

Interim Report 2006 & 5 & 2

FRBEE

W% - BB K&

FaAE IR

BEWE BEX
®its 2ENFT®

FENDEE

RBEE

&

BNHEEFR
FEWE 5 & B A 5RI0R
RITHEBRIAE

nRBAE
FEFTE 5 R B A 5IR
e BRE A RIFRIA
FEfTEIR
RITREIRZIRER
RITEX

REBEEFE

EERRBDEMESH

FRBEE
BRI

BRAS K it e
N
G

20066 H30H

Notes
HfaE

10

11

30.6.2006
(Unaudited)
(REEEZ)
HK$'000
FET

129,976
27,500

23,088
3,282

183,846

67,055
490
117,241
227,129

411,915

78,364
18
4,844
1,143
58

84,427
327,488

511,334

1,242

510,092

82,500
427,592

510,092

31.12.2005
(Audited)
(EZ)

HK$'000
FET

133,017
27745

2,506
3,282

166,550

72,061
490
85,667
236,503

394,721

72,770
920
8,706
1,175
1227

84,798
309,923

476,473

1,294

475,179

82,500
392,679

475,179
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For the six months ended 30 June 2006

Net cash from operating activities

Net cash (used in) from investing
activities

Net cash (used in) from financing
activities

Net (decrease) increase in cash and
cash equivalents

Cash and cash equivalents at
beginning of the period

Cash and cash equivalents at end
of the period

Analysis of the balances of cash
and cash equivalents

Bank balances and cash

Bank overdrafts

HZE2006%6 308 1E61E A

Six months ended 30 June

HZ6H30H1L6MEA
2006 2005
(Unaudited) (Unaudited)
(REEER)  (REER)
HK$'000 HK$'000
FEx FAT
REXRMBEESFE 32,009 41,147
REEE (FTfE) TBRESFHE
(21,207) 546
RESEE (FT#E) FTB R & T8
(19,007) 1,048
Re&RERRLER (B2)
B nFEE (8,205) 42,741
HYIzEERERELER
235,276 190,542
HMECZEHSRERERSEE
227,071 233,283
HeRERBRSERBERSNT
RITHBEES 227,129 233,321
RITEX (58) (38)
227,071 233283



For the six months ended 30 June 2006

At 1 January 2006

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

Profit for the period

Total recognised income and
expenses for the period

Dividends paid

At 30 June 2006

12006%1 818

mERYE  BER
REBMELZEL
HERR

BOHTEHR ZER
£

e
2 ()
g BRRRE?

FE83
EnE  EER
223

REER

TR ZWAR
ut:t

BRARE.

1200656 4308
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Share Share
capital  premium

ke R#EE
(Unaudited) (Unaudited)
(KEER) (REER)
HK$'000  HK$'000
TERL TER
82,500 20,307
82,500 20,307

(Unaudited) (Unaudited)

Total

&t

(REBR) (KEER)

BE2006F6A30H 1E61EA
Asset
revaluation  Translation ~ Special ~Accumulated
reserve reserve  reserve profits
EE
Eftfif EiftE HARE EH v
(Unaudited)  (Unaudited) (Unaudited)
(REER)  (REER) (REER
HK$'000 HK$'000  HK$'000 HK$'000
TER TER TER TER
31,031 76 (67990) 409,255
52 - - -
- 1,203 - -
52 1,203 - -
(713) - - 73
(128) - - 128
- - - 52,633
(789) 1,203 - 53,474
- - - (18975)
30,242 1,279 (67990) 443,754

HK$'000
FiER

475,179

52

1203

1,255

52,633

53,888
(18975)

510,092
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES HHGSERETR (W)
IN EQUITY (CONTINUED)
For the six months ended 30 June 2006 HZE200656H30H [L61E A
Asset
Share Share  revaluation  Translation Special  Accumulated
capital ~ premium reserve reserve reserve profits Total
BE

BE REE BfhEE ERGE  FRIRE ERyianl ait
(Unaudited) (Unaudited)  (Unaudited)  (Unaudited) (Unaudited)  (Unaudited) (Unaudited)
(REsr) (REER)  (REBR)  (REER) (REBR)  (REER) (REER

HK$'000  HK$'000 HK$'000 HK$'000  HK$000 HK$'000  HK$'000
FhAL THL ThL FhAL THL Thr TEx

At 1 January 2005 s restated #2005%1 5188 &3 82500 20307 14,408 99 (67990) 372276 422450
Surplus arising on revaluation nx  BERREZ

of property, plant and equipment Bt R - - 17629 - - - 17629
Deferred tax liabily arising on BERNE  BER

revaluation of property, REEFEEER

plant and equipment HEak - = (1,268) = = - (1.268)
Exchange differences arising on bl sie pd i3

translation of foreign operations 8 = = = (874) - - (874)

08 Net income (expense) recognised ERMEGTRR L

directly in equity I (i) - - 16,361 (874) - - 15487
Realised on depreciation N BEREEL

of property, plant and equipment HEER - - (304) - - 304 -
Realised on disposal of property, LENE  BER

plant and equipment SEER = - (96) - - % -
Profit for the period &R - - = = = 51283 51283
Total recognised income and RERRZWAR

expenses for the period SHEH - - 15,961 (874) - 51,683 66,770
At 30 June 2005 72005F6A30H 82,500 20,307 30,369 75 (67990) 423959 489220
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For the six months ended 30 June 2006

The unaudited condensed consolidated interim financial
statements have been prepared in accordance with the applicable
disclosure requirements set out in Appendix 16 of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules") and with Hong Kong Accounting
Standard (“HKAS") 34 “Interim Financial Reporting” issued by
the Hong Kong Institute of Certified Public Accountants, under
the historical cost convention, as modified for the revaluation of
property, plant and equipment.

The accounting policies used in the preparation of the condensed
consolidated interim financial statements are consistent with those
used in the financial statements contained in the 2005 annual
report except that the Group has changed certain of its accounting
policies following its adoption of new/revised Hong Kong Financial
Reporting Standards (“HKFRS") and HKAS (collectively referred
to as "New HKFRSs") which have become effective for accounting
periods commencing on or after 1 January 2006. The applicable
New HKFRSs adopted in this interim financial statements are set

out below:

HKAS 19 Actuarial gains and losses, group plans
(Amendment) and disclosures

HKAS 21 Net investment in a foreign operation
(Amendment)

HKAS 39 Cash flow hedge accounting of forecast
(Amendment) intragroup transactions

HKAS 39 The fair value option
(Amendment)

HK(IFRIC)-Int4 Determining whether an arrangement

contains a lease

The adoption of the above New HKFRSs did not have a material
effect on how the results of operations and financial position of
the Group are prepared and presented.

HZE2006%6 A30H |L61E A

RREEZERRE PP HREK TR
RABEMARSMARARES LR
A ([ LT RAD) PSR 6k 2 B A K
BREMBELETHIAERN ZEEE
HERI ([E 2R 3455 [ HIR 5
WE - AELRAERE - YEHRD
% BEERBZEHNGEFELAR -

BRZNER B R ERANFTIE RIS E] 2 BB
HmELER ([ ER]) R&st4R]
(BrERTBREER]) BERESR
FEETBORIN - REREBRER S HAR
MR ANEETECR - 8120055
RETE I TS IR R ATRANE — 5 o ZEH
ISR R E 1200641 A 1HEA
B BE 2 ST EIRI AR o AP BT TR
TR 2 B AR B 15 IR A Rl Ek S 4n

=

SEEAEI5R  RERL KBART
(&3] MBI R K

SERAF21R  BIRBIFRE
CH)

SEEREINE KEREZEARSZ
CH) Rengdnest

FES
SEPERIE3R ATEEER

(&3]

58 ERVER BTTHRLEE
ERBZEY) e
BREEAR

R _Eat s i S R SR 25
REE 2 EEFRE RT3 A3
BEAYE -
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No early adoption of the following New HKFRSs that have been
issued but are not yet effective. The adoption of such New HKFRSs
will have no material impact on the accounts of the Group and
will not result in substantial changes to the Group's accounting

policies.
HKAS 1 Capital disclosures
(Amendment)
HKFRS 7 Financial instruments: Disclosures

HK(IFRIC)-Int 7 Applying the restatement approach under
HKAS 29 Financial Reporting in
Hyperinflationary Economies

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 by geographical segments based on customers location,
irrespective of the origin of the goods, is presented below:

THIE BB EARER TSR E 2
AN IR PR o TRANLL FIR TSRS
HRHAEBZRETEEEARE
MG AKEZ EFHBRHREAR
I

SEHERIE 1SR BEAWE
(&7T)
MEERETR  SRTH: BE
&6 (BRMH  RIEGHERIE29
HwERELZE B E AR
2)RERTHR TZ B EHER
R&5E

RRAEEIE 2 EXBREERRY
REPAFRRITFEMIEUERHE
BREBH B DML EIRM

AEBZRFF AR (TmEmZ R
) D 2 MARBERERR - 2
Fgn



Geographical segments

United States of America
Europe

South America

Hong Kong

Others

Deficit arising on revaluation of

property, plant and equipment
Unallocated corporate expenses
Interest income

Finance costs

Profit before taxation
Income tax expenses

Profit for the period

Interim Report 2006 & 5 & 2

ES

BOM
M
&
Hith [

HwEDE

Sales revenue by

geographical market

RibEWS ZHEWA

Six months ended 30 June
HZE6H30R1L6MEA

2006 2005
HK$'000 HK$'000
FH&xT T
282,473 242,590
60,914 62,727
3,855 2,808
305 3,693
6,434 16,034
353,981 327852

EHME  BER
RABPTEE 2 B4

AOBABRX

L SA

MEER

B A A A
PrSHisth

HAP3E )

Since the goods sold to various geographical markets were

produced from the same production facilities, analysis of assets

and liabilities by geographical market is not presented.

The charge represents Hong Kong Profits Tax calculated at 17.5%

of the estimated assessable profit for the period.

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.

Contribution to

profit before taxation

BRE AR R B Rk
Six months ended 30 June
HZ6H30R 1L61E A
2006 2005
HK$'000 HK$'000
FHExT T
45,713 42,898
11,383 8,782
593 541
75 258
572 2,456
58,336 54,935
- (116)
(3,535) (877)
3,372 2,475
(21) (®)
58,152 56,409
(5,519) (5,126)
52,633 51,283

HRHE TR R TS 2 EamE B 8
Rl £ ERE @ REmSEn 2 EE
REBEIITALEZT -

PR h Ty IR AR (A 5t FE SRR FHZ

17.5%t B2 FBFIEH

AEEARDENEFEBLREEE

T BB BB RIS RS -

11
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Profit for period has been arrived AR & 2 R -
at after charging:

Staff costs (including directors’
remuneration)

Release of prepaid lease payments Ta AR & IA M

Bad debts written off EEARIRR

Deficit arising on revaluation of BEWE - BB MK
property, plant and equipment FTEE 4 2 54t

Depreciation of property, plant and
equipment

Loss on disposal of property,
plant and equipment

and after crediting: WEFA
Interest income FEHA

The Board has declared that an interim dividend of HK2.5 cents
per share amounting to HK$20,625,000 be paid to shareholders
for the six months ended 30 June 2006.

The interim dividend for the six months ended 30 June 2005
was not shown as the Company changed its financial year end
date from 31 March to 31 December in 2005. The last interim
dividend of HK3.0 cents per share amounting to HK$24,750,000
was declared and paid for the six months ended 30 September
2005.

The calculation of the basic earnings per share is based on the
unaudited profit attributable to the equity holders of the Company
of HK$52,633,000 (2005: HK$51,283,000) and 825,000,000
(2005: 825,000,000) shares in issue during the period.

BEKA (BRESEHD)

M BERRBZITE

HEWE - BERRBER

Six months ended 30 June

HZ6H30B 1L6{EA
2006 2005
HK$'000 HK$'000
FET FAET
62,188 56,455
245 245
- 82
- 116
6,122 5,187
2,105 44
3,372 2,475

EEeTMKMNEZE2006F6 A30H
1-618 A Z R EIRE B & M2 .58 1L 7 i%
W #8%8/520,625,00078 7T °

R AR R 2005 F BT FE 458 B
M3 A3THEXRZE12A31H © HE2005
Fe6AZ0AL6EAZFHRET EE
B o E—REMEN2PEREEE
200549 A30H6MEA L2 AR EE
f%3.0780l - 42%824,750,00078 7T °

BREABFTIRAANA QN SRS
AFE(&H]52,633,0007% 7T (2005 :
51,283,000 7T) bR AE #1770
825,000,000/% (2005 : 825,000,000
i) ErE o
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During the period, the Group spent HK$4,058,000 (2005:
HK$7,095,000) on property, plant and equipment to expand its
operations.

Raw materials and consumables EME AR &
Work in progress R m
Finished goods e

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

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$108,891,000 (31.12.2005: HK$77,418,000).
The aged analysis of trade and bills receivables at the balance
sheet date is as follows:

HIR - AEREBYE - BB R EER
4,058,000/ 7T (2005 : 7,095,00078
TT) - ATRRETS

30.6.2006 31.12.2005

HK$'000 HK$'000
FER T
28,590 29,018
31,682 24,893

6,783 18,150
67,055 72,061

AEFEETNARE R Z AR

AEE—RETESEP 2BRFY
30RE60K °

FEWE 5 I ELph SRIR B AR MR A R 2R
#108,891,000/87C(31.12.2005:
77,418,000/87T) © FEUWAR TR M
FEAZRESITTNT

30.6.2006 31.12.2005

Less than 30 days DR30K
31 - 60 days 31260K
61 — 90 days 61E90K
Over 90 days 90K E

Other receivables

H AR

The fair value of the Group's trade and other receivables as at 30

June 2006 approximates to the corresponding carrying amount.

HK$'000 HK$'000
TET FAT
60,445 37450
25,179 19,264
13,756 10,170
9,511 10,534
108,891 77418
8,350 8,249
117241 85,667

2006F6 A30H @ REE 2 ERE
SREMFIE 2 A FEEEREMEE

++

Eo
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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 45 days.

Included in trade and other payables are trade and bills payables
of HK$56,175,000 (31.12.2005: HK$48,801,000). The aged
analysis of trade and bills payables at the balance sheet date is as

follows:

Less than 30 days PRI0K
31 - 60 days 31E60K
61 — 90 days 61290k
Over 90 days 90K A £
Other payables HA e

The fair value of the Group's trade and other payables as at 30
June 2006 approximates to the corresponding carrying amount.

Ordinary shares of HK$0.10 each: BREEIETZ BBk
Authorised: JETE ¢
At 30 June 2006 and 200656 A30H &
31 December 2005 2005912 A31H
Issued and fully paid: BIIRBR
At 30 June 2006 and MR2006F6 A30H &

31 December 2005 200512 A831H

ENESFHEMZEEEREESEE
RIFERY Az K Te%E - EFHEE
ZFHREREIR45K -

FERTE S REMFTEBEEMNRR R E
1%4956,175,000/%7C(31.12.2005:
48,801,00087T) ' ETERA KR ZER
HEEHZEREIRDTAOT

30.6.2006 31.12.2005

HK$'000 HK$'000
FTER FHET
28,259 26,865
24,372 17679

1,408 1,829
2,136 2,428
56,175 48,301
22,189 23,969
78,364 72,770

M2006%F6 A30H @ "EEZERNE
ShEMZE s AN FEEEREER

++

Eo

Number of
ordinary shares Amount
ZERDEE x|
HK$'000
FHET
5,000,000,000 500,000
825,000,000 82,500
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Capital expenditure contracted for but not BATAMB R GRS SRR R
provided in the condensed condolidated BEvBENE BERERHEZ
financial statements in respect of the BN

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 30 June 2006, the Group had
entered into contracts for acquisition of property, plant and
equipment and lease of land use rights of approximately
HK$118,266,000 and HK$50,000,000 respectively. Deposits of
HK$23,088,000 and HK$7,535,000 were made respectively in
respect of the above commitments.

30.6.2006 31.12.2005

HK$'000 HK$'000
TR TAT
1,324 287

IEAN » AR B 20054 11 A AT H#ER
PETARIGEEY — (L TR - WEIRE
BREBEI-—BULTMERDNR
264,000,000/ Z N R E B E ° I
20066 A30R ' A&EBEFF AR
LEEWE  BERSEREELH Y
FRE - ©FHH%118,266,000/8 7T
50,000,000/ 7T © & FiliFEEE 5
A FET4£23,088,0008 Tk
7,535,000/ 7T ©

15
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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 with related parties, some

SERBARBZRZERGEE RS
8 AL R REE o

AEEERRERS - EREERELD

of which are also deemed to be connected persons pursuant to

the Listing Rules, during the period as follows:

Name of party
BERA®

Connected parties

BEs

Capital Nation Investments Limited
("Capital Nation")
(note)
()

Lee & Man Paper Manufacturing
Limited
B ES AR

Related parties

BEAL

Lee And Man Manufacturing
Co. Ltd.

BXSUERARAA]

Lee & Man Realty Investment
Limited
BN EXERRA

Relationship
B

A company beneficially owned by
Mr. Lee Wan Keung
HFEREEBERF LR

Subsidiary of Fortune Star
Fortune Star< [t &2 7]

An associate of Fortune Star
Fortune Star Z B2 A

A company beneficially owned
by Ms. Lee Marina Man Wai, a
director of the Company

HALAEEEXERLER
BHZ DA

A company beneficially owned by
Mr. Lee Man Yan, a director of
the Company and Mr. Lee Wan
Keung

HEXBELE(ARAER) R
FERTARERA AR

TZERRZIT ¢

%EE'JH%%&E‘%EZ%E@ B AT BN P

Six months ended 30 June

HZ6A3081L6fHA

2006 2005
Nature of transactions HK$'000 HK$'000
XHME TR TET
Corrugated cardboard and carton 1,298 -

boxes purchased
BERBARRAR
Management fee income received 43 -
EEBYA
Corrugated cardboard and carton - 2,854
boxes purchased

BERBARRAN
Management fee income received - 279
3:3-LUN
Management fee income received - 33
3:3-L/UN
Management fee income received 65 72
BEBYPA
Licence fee received 373 705
EWGERES
Licence fee paid 482 684
ENEREES
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Note: Capital Nation was a former subsidiary of Fortune Star and was
disposed of to Mr. Lee Wan Keung, an associate of Fortune Star in
December 2005.

The remuneration of directors and other members of key
management during the period was as follows:

2 HArE A
Post-employment benefits RURAET

Short-term benefits

The condensed consolidated interim financial statements are
unaudited, but have been reviewed by the Audit Committee.

The Board has resolved to declare an interim dividend of HK2.5 cents
per share for the six months ended 30 June 2006 to shareholders
whose names appear on the Register of Members on 14 September
2006. It is expected that the interim dividend will be paid around 22
September 2006.

The Register of Members will be closed from 12 September 2006 to
14 September 2006, both days inclusive, during which period no transfer
of shares can be registered. In order to qualify for the interim dividend,
all transfers accomplished by the relevant share certificates must be
lodged with the Company’s Branch Share Registrars, Secretaries Limited,
at 26/F Tesbury Centre, 28 Queen’s Road East, Hong Kong, for
registration no later than 4:00 p.m. on 11 September 2006.

i ¢ Capital Nation/Fortune Star.Z B /&
AR RA2005%F 12 A & FFortune
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Six months ended 30 June
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2006 2005
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Business Review and Outlook
XX OoERERREE

For the six months ended 30 June 2006, turnover of the Group and
profit attributable to shareholders amounted to HK$354 million and
HK$53 million respectively, representing an increase of 8.0% and 2.6%
respectively over the corresponding 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 79.8% and 17.2% respectively of the turnover
of the Group.

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 continue to 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, with the Group's sufficient liquidities and reputation
established throughout the past twenty years of business experience in
the PRC, the Group is now seeking other investment opportunities and
to diversify the business of the Group in the PRC, to generate a more
satisfactory return for the shareholders.

HZE2006F6A30HL61HA AEEZE
FERBREEERERMND B A3.54BB TR
530088 T * Lk AFRES BI_EFA8.0% %
2.6% °

AEBRERHE-RINFRERTERZR
SRR TEHMEXBEREN - XE
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Management Discussion and Analysis
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RESULTS OF OPERATION

For the six months ended 30 June 2006, turnover of the Group and
profit attributable to equity holders of the Company were HK$354 million
and HK$53 million respectively, as compared to HK$328 million and
HK$51 million for the corresponding period last year. The earnings per
share for the period was HK 6.4 cents when compared with HK6.2
cents for the corresponding period last year.

CAPITAL STRUCTURE AND LIQUIDITY

The total equity of the Group as at 30 June 2006 was HK$510 million
(31.12.2005: HK$475 million).

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 30
June 2006 was 4.9 (31.12.2005: 4.7) and maintained a zero
(31.12.2005: zero) net debt-to-equity ratio (total borrowings net of
cash and cash equivalents over shareholders’ equity).

As at 30 June 2006, the Group had a net cash surplus of HK$227
million (31.12.2005: HK$235 million) and most of the cash balance
was deposited in the leading banks in Hong Kong.

Net cash inflow generated by operating activities totaled HK$32 million
(6 months ended 30.6.2005: HK$41 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 and its available banking facilities will provide
sufficient funds to the Group to meet its operation requirements.

PLEDGE OF ASSETS

As at 30 June 2006, the Group did not have any assets pledged for
general facilities.

EMPLOYEES

At 30 June 2006, the Group had a workforce of more than 6,000
people. The Group maintains a good relationship with its employees,
and provides them with proper training and competitive compensation
and incentives. The staffs are remunerated based on their work
performance, professional experience and prevailing market situation.
Remuneration packages comprise salary and bonuses based on
individual merits.

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
30 June 2006, no option was granted under the scheme.

EERRA

EZE2006F6 A30H1E61HA @ REEEHE
HERADTERFE ARN NS RIR3.54
BT 5300887 - AEREIR3.281EH
TLK5,1008% 7T - INEBRAEF 56.475
il RFERERA6.2E -

BrEmMRinEe

P2006F6 A308 @ NEE 2 EFARTEA5.1
BT (31.12.2005 : 4758 7T) °

AEERBEZE—EAREBEKE  akBES
RIEBREE 2 BN - KEBR200656
A30R 2B EEN & /4.9(31.12.2005 :
47) - MEFERAELE (BERERRSR
ReERBEBRUBRERZ) AT
(31.12.2005 : &) o

A2006FE6A30R » AEE ZRIRS ARG A
227187471 (31.12.2005 : 2.35(8/&7T) * M
REBR IR ERTER AN 2 EBIRTT ©

BEEB 2 RESRMAFEL3 2008 F T
(30.6.20051- 61 A: 4,1008 7% T) - #FE#
HrReREERMAER G ER L E
BeAREEBEENTE - "EBERKRZ
ReEMBEBRRBAZRITEERBRERM
FRERHNES -

HEEH

MR2006F6 A30H + AEEWEKFEME
EMME—RIZE -

E&

MR200656 A30H + A& [H B THE86,000
o AEEMETHE MR WABT
REEME - BEERA R EEE - BT
Bl HiRKE c TERE - SREBRER
ZTISHRRAMEE  REAFEINIIZET
FIRBEINICAL »

RREE —IEERERTE - Bt - AAFR
HB AR ZHMITEERIEBI A EKRE
RRAEEBRG 2 EREE - B1E200656 A
3081« LT B A BB ARAE -

19



20

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

Other Information

H & ¥

DIRECTORS’ INTERESTS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 30 June 2006, the interests and short positions of the directors
and chief executives of the Company and their associates in the shares,
underlying shares and debentures of the Company or its associated
corporations (within the meaning of Part XV of the Securities and Futures
Ordinance (the “SFO")) which have been notified to the Company and
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to Divisions 7 and 8 of Part XV of the SFO, or which were
recorded in the register required to be kept pursuant to Section 352 of
the SFO, or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors of
Listed Companies (the “Model Code") of the Rules Governing the Listing
of Securities (the “Listing Rules”) on the Stock Exchange, were as follows:

(a) Long positions in shares of the Company

Ordinary shares of HK$0.10 each of the Company.

Name of director Capacity

EEHS )

Ms. Wai Siu Kee Discretionary object
wmlmrt EREXEA

Mr. Lee Man Yan Discretionary object
FXRBRE EREX@EA

Ms. Lee Marina Man Wai Discretionary object
FXELL ERXEA

Note: 618,750,000 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, Mr. Lee Man Yan and Ms. Lee Marina Man Wai.

EEREG HRERORREEPZED
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Percentage of
Number of the issued
issued ordinary share capital

shares held of the Company

Frise T EARATESRT

ZRREE BABSL

618,750,000 (Note) 75%
(H1&%)

618,750,000 (Note) 75%
(H1a2)

618,750,000 (Note) 75%
(H1a%)
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(b) Long positions in shares of the associated corporations

of the Company

(b) RAQTHEBEZEzZROEFRE

Percentage of

Name of Number of the issued shares
associated  Issued ordinary of the associated
Name of Director Capacity company shares held company
HREEE FRisE 8T EEBEER
EEpE g4 =L HBERHE BITROZEDL
Ms. Wai Siu Kee Discretionary object Fortune Star 100 (Note) 100%
womat 2REXmA (1t
Mr. Lee Man Yan Discretionary object Fortune Star 100 (Note) 100%
FXREE EREXT@A (Btat)
Ms. Lee Marina Man Wai Discretionary object Fortune Star 100 (Note) 100%
FNERL EX: SN (Btat)

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,
Mr. Lee Man Yan and Ms. Lee Marina Man Wai, both of whom are
directors of the Company, certain of their family members and
other charitable objects.

Other than disclosed above, as at 30 June 2006, 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.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR DEBENTURES

A share option scheme was adopted by the Company on 14 December
2001, under which the directors or 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.

Kzt - FFAFortune Star #7842 §]509%4
Lz REFHFRBEGKRY -
Fortune Star B4R H8HH AR -
Fortune Starz 22 B 1T AR
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SUBSTANTIAL SHAREHOLDERS

As at 30 June 2006, shareholders (other than directors and chief
executives of the Company) who had interests and short positions in
the share and underlying shares of the Company which have been
disclosed to the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or which were recorded in the register required to
be kept by the Company under Section 336 of the SFO were as follows:

Long positions

Ordinary shares of HK$0.10 each of the Company

Name of shareholder Capacity

KRR A 3%

Fortune Star Beneficial owner
EnEAA

Value Partners Limited Investment manager (Note)

FEESEERA WEKIR (W)

Note: Mr. Cheah Cheng Hye is deemed to be interested in 50,660,000 ordinary
shares of the Company as he beneficially owns 32.77% of Value Partners
Limited.

Other than disclosed above, as at 30 June 2006, the Company has not
been notified by any person (other than directors or chief executives of
the Company) who had an 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 Division 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.

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

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company's listed securities during the six months
ended 30 June 2006.
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MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as a code of conduct
regarding directors’ securities transactions. All the members of the Board
have confirmed, following specific enquiry by the Company that they
have complied with the required standard as set out in the Model Code
throughout the six months ended 30 June 2006. The Model Code also
applies to other specified senior management of the Group.

CORPORATE GOVERNANCE

The Company has complied with the Code on Corporate Governance
Practices (the “Code”) as set out in Appendix 14 of the Listing Rules
throughout the six months ended 30 June 2006 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.
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AUDIT COMMITTEE

The Audit Committee of the Company comprised of three independent
non-executive directors namely, Mr. Heng Kwoo Seng, Mr. Wan Chi
Keung, Aaron JP and Mr. Wong Kai Tung, Tony.

The Audit Committee has reviewed with management the accounting
principles and practices adopted by the Group and discussed internal
control and financial reporting matters including the review of the Group's
unaudited interim results for the six months ended 30 June 2006.

REMUNERATION COMMITTEE

To comply with the Code, a remuneration committee was established
on 28 September 2005 with specific written terms of reference which
deal clearly with its authority and duties. The members of the
remuneration committee comprises Mr. Heng Kwoo Seng, Mr. Wan Chi
Keung, Aaron JP and Mr. Wong Kai Tung, Tony. All members of the
remuneration committee are independent non-executive directors.

On behalf of the Board
Wai Siu Kee
Chairman

Hong Kong, 25 August 2006
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