(Incormporated in the Cayman Islands with limited liability)
(RESHEFMAEA L2 HRARA)
Stock Code & 14 X 5% @ 746

LEE & MAN HOLDING LIMITED
BYEBEERAA*

INTERIM REPORT 2008 HHi®h &

* For identification purposes only

EEHS



Interim Report 2008 # £ i %5

Contents
B &

CORPORATE INFORMATION

INTERIM RESULTS

— CONDENSED CONSOLIDATED INCOME STATEMENT

— CONDENSED CONSOLIDATED BALANCE SHEET

— CONDENSED CONSOLIDATED CASH FLOW STATEMENT

— CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

— NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

— INTERIM DIVIDEND

— CLOSURE OF REGISTER OF MEMBERS
BUSINESS REVIEW AND OUTLOOK
MANAGEMENT DISCUSSION AND ANALYSIS

OTHER INFORMATION

NAEER

b

— Bt A EmR

— ARG REER

.

EES

JZx
7 /)1u

o)
i
K
el
St

- F‘;% Eﬁ /\‘5{:

~ E A AT

St

— kR A M IS MR M T

—RHIRE

—EERERNBFER

ErgmEE M RE

EEES®EONT

HAE R

20

01



Lee & Man Holding Limited 3£ 3 & B A IR 2 7]

02

Corporate Information

~EEH

BOARD OF DIRECTORS

Ms. WAI Siu Kee (Chairman)

Ms. POON Lai Ming

Ms. LEE Marina Man Wai (resigned on 30th April 2008)
Mr. LEE Man Yan

Mr. KUNG Phong (appointed on 20th August 2008)

Mr. HENG Kwoo Seng* (resigned on 30th April 2008)
Mr. WAN Chi Keung, Aaron Jp *

Mr. WONG Kai Tung, Tony *

*  Independent non-executive director
COMPANY SECRETARY

Ms. WONG Yuet Ming

REGISTERED OFFICE

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman, KY1-1111
Cayman Islands

PRINCIPAL OFFICE
8th Floor, Liven House
61-63 King Yip Street

Kwun Tong

Kowloon
Hong Kong

PRINCIPAL BANKERS

Hang Seng Bank Limited
Standard Chartered Bank (HK) Ltd

AUDITORS

Deloitte Touche Tohmatsu
Certified Public Accountants

ESE

whma L (£/E)
BB

BN (FHIR 200844 30 H)

FXRLE

eSS A (£ 2R 20088 H20A)
FBsaE o A * (BHER 2008 E4 F 30 H)

FEBREE A FaL*
FRRER A *

* BUIHTEZE
LFHE

F AL+

SEM R

Cricket Square
Hutchins Drive

P.O. Box 2681
Grand Cayman, KY1-1111
Cayman Islands
RWEER

i

B

AT 61-635%
Mg K= 812
EEERMBIT

BARITARAR
BITIRTT (BE)BERAF]

BB

BE) « EMR SFTENTT
HEGEHRD



Interim Report 2008 # £ i %5

Corporate Information

~EEH

PRINCIPAL SHARE REGISTRAR

Butterfield Fund Services (Cayman) Limited
Butterfield House

68 Fort Street

P.O. Box 705

George Town

Grand Cayman

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR

Tricor Secretaries Limited
26/F Tesbury Centre

28 Queen's Road East
Hong Kong

WEBSITE

http://www.leeman.com.hk

FRERMBFEREE

Butterfield Fund Services (Cayman) Limited
Butterfield House

68 Fort Street

P.O. Box 705

George Town

Grand Cayman

Cayman Islands

FHRRNBFRERESE
BENEEEEARAR
EH5E

SRRER285E
SEERL 261

ALt

http://www.leeman.com.hk

03



04

Lee & Man Holding Limited 32 3 & B A R 2 7]

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 2008 together with the comparative
figures as follows:

For the six months ended 30 June 2008

BYEBERAR( AR EFE([ES
2 )RART » AARIREMBAR (A&
B )&= 200846 A30 B 6188 2 Ri&E
ZRPFRE REERLBRETHT ¢

HZ= 2008 F6 A30H1E61EA

Six months ended 30 June

Turnover EER

Cost of sales SHERAR

Gross profit el

Other income Hb U A

Distribution costs HEEM

Administrative expenses TRER

Interest on bank borrowings wholly BEROFATEIEE

repayable within five years ZBRATRERA R

Profit before taxation BB AR A

Income tax expenses FiSHi 2

Profit for the period HARm T

Dividends recognised as HABERRDIRL

distributions during the period BB

Interim dividend of HK2.5 cents HERREIRZTH
(2007: HK2.5 cents) per share iR B &Kk 2.5

declared after the balance sheet date

Earnings per share

(2007: 2.5 #4l)

SREF

BZ6H30H1L61EA

2008 2007

(Unaudited) (Unaudited)

(REEEZ) (REgEEZ)

Notes HK$'000 HK$'000
iz FHET FHT
2 464,309 387,766
(352,558) (276,699)

111,751 111,067

4,453 4,255
(18,604) (13,290)
(37,275) (42,778)
(1,518) (162)

58,807 59,092
3 (5,206) (5,959)

4 53,601 53,133

5 20,625 28,875

5 20,625 20,625

6 HK6.5 cents &1l HK6.4 cents Bl



At 30 June 2008

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
Restricted bank balance
Bank balances and cash

CURRENT LIABILITIES

Trade and other payables

Amounts due to related companies
Taxation payable

Bank borrowings due within 1 year
Bank overdrafts

NET CURRENT ASSETS

TOTAL ASSETS LESS
CURRENT LIABILITIES

NON-CURRENT LIABILITY
Bank borrowings due after 1 year
Deferred taxation

NET ASSETS

CAPITAL AND RESERVES
Share capital
Reserves

Interim Report 2008 # £ i &

F 200846 A30H
30.6.2008
(Unaudited)
(REBER)
Notes HK$'000
Kiat FExT
FRBEE
E Y 7 746,398
TEfHEERIA 50,022
BEYE  WEMEE
ZBEME® 100,566
REM=EE 3,455
900,441
REEE
FE 8 128,943
TEHAERIA 1,037
FEUE 5 K E AthFRIE 9 158,693
BRFIEITFER 5,114
IRITEB RS 32,256
326,043
REEE
JENE S R EHAMWFIE 10 207,010
FEfTRA:E R RIFRIE 5,404
FERIRTR 6,680
RITIER ——FWE|H 92,755
RITEX 5,144
316,993
REBEEFE 9,050
EERRBEEAR
909,491
ERBERE
RITIER ——F1&EH 206,000
IEIEFRIA 7,290
213,290
BEFE 696,201
B H#E
%N 17 82,500
G 613,701

696,201

31.12.2007
(Audited)
(&%)

HK$'000
THET

646,308
48234

20,900
3,455

718,897

106,315
997
136,131
4,737
49,012

297,192

205,750
1,487
4,104

67,054
2,154

280,549

16,643

735,540

85,800
6,368

92,668

642,872

82,500
560,372

642,872
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For the six months ended 30 June 2008

Net cash from operating activities
Net cash used in investing activities
Net cash from financing activities

Net decrease in cash and cash
equivalents

Cash and cash equivalents at
beginning of the period

Effect on changes in exchange rate

Cash and cash equivalents at end of
the period

Analysis of the balances of cash and
cash equivalents

Bank balances and cash

Bank overdrafts

REERREREFHE
REFHRHEREFE
MEFDAEREFE

RERERBASHA B FHE

HAzRERERRLER

EREH s HE

MRzZAERERBEER

RERERBEEB HERDHT

RITEBRRAE
RITEX

HZE2008F6 A30H1E61EA

Six months ended 30 June

BZE6A30H.L6MEA
2008 2007
(Unaudited) (Unaudited)
(REEER) (RE&EZ)
HK$'000 HK$'000
FEx FAT
48,995 50,490
(185,288) (172,534)
115,260 3,984
(21,033) (118,060)
46,858 205,249
1,287 —
27,112 87,189
32,256 87,189
(5,144) =

27,112

87,189
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For the six months ended 30 June 2008

At 1 January 2008

Defictarising on
revaluation of property,
plant and equipment
Deferred tax iabity arising
on revaluation of property,
plant and equipment
Recognised for defined
benefit assets
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

At 30 June 2008

Share
capital
e
(Unaudited)
(REEH)
HKS$'000
T
20081818 82,500
% BER
e BlEY
mERE BER
REFEL B ERR
RENREERR
BERELER
BENERERL
Wiga (%it) -
% BER
REINERR -
HENE  BER
REEF -
hiN il
WARY s -
k& -
12008564308 82,500

Share
premium

RipEE
(Unaudited)
(REEH)

HKS$'000

T

20307

20307

BZE20084 6 A30HIL61EA
Asset
revaluation  Translation Special - Accumulated
reserve reserve reserve profits
B

Eftfth  ENRE  RIBE  EHER
(Unaudited) ~ (Unaudited) ~(Unaudited) ~(Unaudited)
(REEHR) (REB%) (REER) (REEH)
HK$'000 HK$'000 HK$'000 HK$'000
TR TR Tién TR
63,339 11678 (67990) 533,037
(42) - - -

- 20776 - -

@) 076 - -
(2669) - - 2669
(135) - - 13

- - - 53,601

(326 20776 - 56,405
- - - (206%)

60,113 32454 (67,990) 568817

Total

s
(Unaudited)
(REER)
HK$'000
TR

642,871

(@)

20776

20354

53,601

73955
(20625)

696,201

Or
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES

IN EQUITY (CONTINUED)
For the six months ended 30 June 2008

At 1 January 2007 R007F1A1A
Defict arsing on 0% BER
revaluation of property, EGrELT
plant and equipment
Defered tax bty arsing HEAEERY T
on revaluation of property, REMEEL
plant and equipment EitiEsaE
Recognised for defined RENAEERD
benefit assets
Bxchange diferences arising on BRH B R
translation of foreign operations
Netincome (expense) ERNERRERL
recognised directly in equity W (i)
Realised on depreciation % BER
of praperty, plant and equipment Rl ERS
Realised on disposal of LENE  BER
property, plant and equipment FEER
Profitfor the period AR
Total recognised income iX:
and expenses for he period WARZ LS
Dividends &
At 30 June 2007 R200756A308

Share
capitl

e
(Unaudited)
(REEk)

HK$ 000
TAn

82500

82500

Share
premium

Rir&fE
(Unaudited)
(REER)

HK$ 000

TEn

20307

20307

HGRAESRER (])
Bz 200846 A30H1E61EA
Asset  Reserves on
revaluation defined  Translation Special - Accumulated
resenve  benefit assets fesenve feserve profis
EE  REda
Efffe  BERE  ENRR  NORE 2N
(Unaudited) ~ (Unaudited) ~ (Unaudited  (Unaudited)  (Unaudited)
(REER) (REBR) (REER) (REER)  (REER)
HK 000 HK§ 000 HK$ 000 HK$ 000 HK§ 000
Tir  TEr TEr TR TEn
38,881 = 2210 (67990) 473,407
(108) - - - -
(300) - - - -
- (140) = = =
= = 2038 = =
(408)  (1491) 2038 = =
(1127) - - - 1127
(15) - - - 15
= = = = 53,133
(1550 (1491) 2038 - T
- - - - (2887)
373 (1491) 4308 (679%) 498807

Total

At
(Unaudited)
(R&27)

HK$ 000
TAx

549375

(108)

(300)

(1497)

2038

139

53,133

5307
(28875)

573,172
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For the six months ended 30 June 2008

The unaudited condensed consolidated interim financial
statements have been prepared in accordance with the applicable
provisions of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited and Hong Kong Accounting
Standard 34 “Interim Financial Reporting” issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA").

The unaudited condensed consolidated interim financial
statements should be read in conjunction with the 2007 annual
report.

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 2007 annual
report except for the adoption of the new standards, amendments
or interpretations issued by the HKICPA which are mandatory for
the annual periods beginning 1 January 2008. The adoption of
these standards, amendments or interpretations has no material
effect on the Group's financial position or results of operations.

The Group has not early adopted the new standards,
amendments or interpretations that have been issued but are
not yet effective. The directors of the Company anticipate that the
application of these standards, amendments or interpretations will
have no material impact on the results and financial position of the
Group.

HZ2=2008F 6 A30H8F61EA

RREEZERRA P R BEHREK TR
RABMARSMARARES LR
AIRBBRMAGRM 2 BB G
158 34 5% [ HIE RS | ZERRE
PrAmBLmA

RAKASRIZ PR A P EA TSIk aR e
2007 FRh—HHE o

IRBURRGRRLR A R AR A R PR A Y
SRR - B22007 FMATEIEIRE
FTRAE— - MBS ST AE
M LAR2008F 1 A1 BB ZF
EEIR AR FTER - (55T RARRRIBR
Hh o FRANIL SR - (BET RBBEAK
EEHBARR A EEEBBEAS
25 ,

ARER I PR PR AN B IR B R AERK
ZEER  AERT R R - ARREETR
Hl - RAREER - BRI MBREET
SUARKE B RV BARRELEX

B/ 488
2 o
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No business segment analysis is provided as over 90% of the
Group's turnover and contribution to results were derived from the
manufacture and sales of handbags for both periods.

HARAREERE 900 & RN EE
BRMIREBNTFRZBBEREE - 18
EB DRz AT EREA

An analysis of the Group's revenue and contribution to operating AREBZRBFEE (T HmEmZ K
results by geographical segments based on customers location, TR E D 2 WA RKLEETR - 2
irrespective of the origin of the goods, is presented below: FIE0T

Geographical segments WESHE

Sales revenue by

Contribution to

geographical market profit before taxation
REHHZHERA BRBLAD R R RK
Six months ended 30 June Six months ended 30 June
HZ6A30HL6MEA BZ6A30HL6MEA
2008 2007 2008 2007
HK$'000 HK$'000 HK$'000 HK$'000
THET T FER TET
North America JEEM 245,528 227,407 30,118 33,858
Europe &M 168,226 137,552 24,101 25,789
Asia M 26,258 10,247 4202 1,861
South America mEM 18,418 9,233 2,245 1,492
Others Hfitm 5,879 3,327 895 214
464,309 387,766 61,601 63214
Surplus arising on revaluation of BtNE  BER
property, plant and equipment RIGREEZ Bk - 196
Unallocated corporate expenses APEARIRX (1,643) (5019)
Interest income MEHA 366 863
Interest on bank borrowings BRAFRZHERL
wholly repayable within five years BRITEFAE (1,517) (162)
Profit before taxation BRI A 58,807 59,092
Income tax expenses FEBS (5,206) (5,959)
Profit for the period B A 53,601 53,133

Since the goods sold to various geographical markets were mainly

produced from the same production facilities, analysis of assets

and liabilities by geographical market is not presented.

HRNHE TR RT S 2 Em/ i EBE

B8R 2 £ ERE - RHE TS
EERBEOMIERY -

gnz
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The charge represents Hong Kong Profits Tax calculated at 16.5%

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.

Profit for period has been arrived
at after charging:

Staff costs (including directors’
remuneration)

Amortisation of prepaid
lease payments

Depreciation of property, plant and
equipment

Loss on disposal of property,
plant and equipment

and after crediting:

Interest income

Surplus arising on revaluation of
property, plant and equipment

HAPs A 2 HIRR

BEXAK (BREERHE)

FEN T E R

M - WEMREBZITE

HEWE - BE MREEE

WEETA

GSCON

SfME - BE&EE
PREES < R

A final dividend for the year ended 31 December 2007 of HK2.5
cents (year ended 31 December 2006 HK3.5 cents) per share

was paid to shareholders during the period, and was reflected in

the condensed consolidated statement of changes in equity.

The Board has declared that an interim dividend of HK2.5 cents
(2007: HK2.5 cents) per share be paid to shareholders whose
names appear in the Register of Members on 19 September

2008.

FRIE 7 T 3R B R i 51 FE AR B i Al IR
16.5% FHE 2 BEFISH o

AREEARDENRAFESLREELE
MBEGREBMSH -

Six months ended 30 June

HZ6H30H161MEA
2008 2007
HK$'000 HK$'000
FHT FHET
90,123 72,154
514 488
11,076 6,634
75 651
366 863
- 196

HI - 2007 12 A31 B IEFEFR2.5
BNL(2006F 12 A31 BILFE : 358
il) 2 REARR S B 2T AR - AN RS
iR e R ERARM -

BFxeT MK ER25810(2007 :
2.584L) Z A ERRR B FH 20089 5 19
B &7 R ARz B -

11
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The calculation of the basic earnings per share is based on the
profit for the period of HK$53,601,000 (2007: HK$53,133,000)
and 825,000,000 (2007: 825,000,000) shares in issue during
the period.

During the period, the Group spent HK$201 million (2007:
HK$198 million) on property, plant and equipment to expand its
chemical operations.

Raw materials and consumables R R R FEA
Work in progress & m
Finished goods SR

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

The Group generally allows an average credit period ranged from
30 to 90 days to its trade customers.

Included in trade and other receivables are trade and bills
receivables of HK$139,683,000 (31.12.2007: HK$123,893,000).
The aged analysis of trade and bills receivables at the balance
sheet date is as follows:

EREARABFTEBARNEGH
53,601,0007% 7T (2007 : 53,133,000
P T7T) R AR 31 TAR (% 825,000,000 A%
(2007:825,000,000 %) Mzt & °

A - AEERYE - BEMRERE
201 &% £ (2007 - 1.981EHT) » LA
BRI TEK -

30.6.2008 31.12.2007

HK$'000 HK$'000
FHET FHT
55,124 57,467
48,874 41,167
24,945 7,681

128,943 106,315

ETRETIAEE B 2R ©

AEE—RETESEP ZBRRHFH
30KRE90K °

FENE 5 Ko H th 5RIE B HE FE UL AR R %
F $£139,683,000/%8 7T (31.12.2007 :
123,893,000 7T) * BIREFRER
REER 2RI T -
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Less than 30 days DR30K

31 — 60 days 31 260K
61 — 90 days 61 290K
Over 90 days 90Kk
Prepayment and deposits RV E KA
Other receivables E bR

30.6.2008  31.12.2007
HK$'000 HK$'000
FET AT
79,227 85,843
48,197 22,756
5,682 8,530
6,577 6,764
139,683 123,893
11,236 6,233
7,774 6,005
158,693 136,131

The fair value of the Group's trade and other receivables as at 30
June 2008 approximates to the corresponding carrying amount.

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 to 90 days.

Included in trade and other payables are trade and bills payables
of HK$96,063,000 (31.12.2007: HK$94,048,000). The aged
analysis of trade and bills payables at the balance sheet date is as

R2008F6 8300 @ NEEZEWE S
REMFIE 2 N HEEEREERR -

JENEZMHEMGFIBETEREESEE
EHERIRAZ AN - EH5BEE
ZFEREREIA 30 K= 90K ©

>oo

FERE 5 R H A KB BIERMER K
2 & #96,063,000 7% 7T (31.12.2007 :
94,048,000 7T) + FEfTERKEEERN

follows:

Less than 30 days DR30K
31 — 60 days 31 260K
61 — 90 days 61 290K
Over 90 days 90K E
Other payables E R R

The fair value of the Group's trade and other payables as at 30
June 2008 approximates to the corresponding carrying amount.

RER RO

30.6.2008 31.12.2007
HK$'000 HK$'000
FET TET
63,995 53,621
17,763 33,425
12,307 5,781
1,998 1,221
96,063 94,048
110,947 111,702
207,010 205,750

M2008F6A30H » AEBEZ ENE S
FEMFIE AN EEEREERRS

13
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Ordinary shares of HK$0.10 each:

Authorised:
At 30 June 2008 and
31 December 2007

Issued and fully paid:
At 30 June 2008 and
31 December 2007

14

Capital expenditure contracted for

but not provided in the condensed
consolidated financial statements

in respect of:
— the acquisition of property,
plant and equipment

— the acquisition of land use right

Number of
ordinary shares
EERNEE
FREEO.10B T2 HiBA -
ETE
#2008 4F 6 A 30 A K&
2007412 A31R 5,000,000,000
BIRER
200846 A 30 A K&
2007412 A31R 825,000,000
30.6.2008
HK$'000
THET
ERTAVBERIN RERAR & B sk
BHE2BERES L
—BEYE  BELARE
186,323
— AT AR 26,160

Amount
&8
HK$'000
THET

500,000

82,500

31.12.2007
HK$'000
THET

101,595
26,462



The Group had significant transactions with related parties, some
of which are also deemed to be connected persons pursuant to

Interim Report 2008 # £ i &

the Listing Rules, during the period as follows:

Name of party
BERER

Connected parties

BAL

Capital Nation Investments
Limited

Lee And Man Manufacturing
Co. Ltd.
BXBUERARAT

Lee & Man Realty Investment
Limited
BYEXERLNA

Jiangsu Lee & Man Paper
Manufacturing Co. Ltd
TESESGERER AT

Relationship
B%

A company under
controlled by Mr. Lee
Wan Keung, the
associate of the Group

HAREZHEA
FERREE AT

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

HARAIESEENE
TERER AT

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

BENBELE (FRF
BE)RFERLLE
et N

A wholly owned subsidiary
of Lee & Man Paper
Manufacturing Limited,
its Chairman and director
is Mr Lee Wan Keung,
an associate of the Group

RESCERBRARZE
BEOMBERR - HER
NRESRAREZBAA
TERRAE

AEEERREY - EPEERE LT
AR BE REEA TR AT
TZERRSWT :

Six months ended 30 June

BZ6A30HL6MEA
2008 2007
Nature of transactions HK$'000 HK$'000
R5%E TER TEx
Corrugated cardboard and carton boxes 6,046 2,254
purchased
BENFRR R
Management fee income received 19 23
EEBYA
Management fee income received f 64
ERBRA
Licence fee received 176 322
EKEAEE
Licence fee paid 21 447
ENEAEE
Electricity & steam 2,447 -
senvices fees paid
EREER
ERRBE

15



16

Lee & Man Holding Limited 32 3 & B A R 2 7]

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

ySEGEER]
RIKER

Short-term benefits
Post-employment 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 2008 to shareholders
whose names appear on the Register of Members on 19 September
2008. It is expected that the interim dividend will be paid around 26
September 2008.

The Register of Members will be closed from 16 September 2008 to 19
September 2008, both days inclusive, during which period no transfer
of shares can be registered. In order to qualify for the interim dividend,
all transfers accomplished by the relevant share certificates must be
lodged with the Company's Branch Share Registrars, Tricor Secretaries
Limited, at 26/F Tesbury Centre, 28 Queen’s Road East, Hong Kong, for
registration no later than 4:00 p.m. on 12 September 2008.

BEENHEMT2EIRERN SR HA 2 B
cUNE

Six months ended 30 June

BH=Z6H30H1L61MEA
2008 2007
HK$'000 HK$'000
FHET FAET
3,502 3,590
63 66
3,565 3,656

AREERERA I TS IRR TR =L -
BEmERREEEMN -

EEEHRTREZE2008F6 A30H 161
Az B ZA& 2581 F R 20089 A
19 BEFIMIRER B M2 AR - FEA HARR
B #5154 2008 F 9 A 26 HIRAT FALEE -

RAE 5200849 A 16 H = 2008 F 9 A
19 (HEEMXBEEN) GEIEERmHBA
BRFE - AFAERTHREZER T
B ERE R ERIEAN 2008 F9
A2 BTN TA4RRRERANRZRHBFZE
RNREEENERFER AR - UL AEE
SRANBR28FEIERETL261E - PHEE
SFE o
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Business Review and Outlook
XX OoERREE

BUSINESS REVIEW AND OUTLOOK

For the six months ended 30 June 2008, turnover of the Group and
profit attributable to shareholders amounted to HK$464 million
and HK$53.6 million respectively, representing an increase of 19.7%
and 0.9% respectively over the corresponding period last year.

The United States market continued to be the largest market for the
Group's products. Sales to the North America, Europe and other market
constituted 52.9%, 36.2% and 10.9% of the Group's turnover whereas
58.6%, 35.5% and 5.9% were shared respectively for the same period
of last year.

During the period under review, the Group focused on development
of European market which has successfully narrowed the sales gap
between European and United States markets closer to a presetting
goal. Moreover, with various measures of continuous upgrading in
product design, further strengthening in co-operations with international
well-known branded customers and rigorous control on costs , the
Group has been able to maintain its steady results in its handbag
business.

The first phase of the chemical production plant in Changshu City of
Jiangsu Province has smoothly commenced its trial production during
June 2008. For the second phase construction, plant facilities is under
installation and is planned to start trial production in about the first
quarter of 2009. It is expected that the chemical sector will generate
profit to the Group in 2009. It is anticipated that handbag business
will maintain a steady growth in the coming year and will continue to
generate steady source of revenue for the Group. Without significant
influence on core operation of handbag business, the Group plans
to devote more resources in developing the chemical business. The
Group will be fully confident in the prospect of diversifying businesses
and will try to enhance the shareholders' value in future

E¥OBRRE
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RESULTS OF OPERATION

For the six months ended 30 June 2008, turnover of the Group
and profit attributable to shareholders were HK$464 million and
HK$53.6 million respectively, representing an increase of 19.7% and
0.9%, as compared to HK$388 million and HK$53.13million, for the
corresponding period last year. The earnings per share for the period
was HK 6.5 cents which is at a similar level of the same period last year.

Facing the cost pressures of increasing raw materials costs, rise in
wages in the PRC, appreciation of the Renminbi and fierce competition
in handbag industry during the period, the Group has undertaken the
effective cost control measurement which enable it to maintain a steady
growth in operating results.

CAPITAL STRUCTURE AND LIQUIDITY

The total equity of the Group as at 30 June 2008 was HK$696 million
(31.12.2007: HK$643 million). As at 30 June 2008, the Group
had current assets of HK$326 million (31.12.2007: HK$297 million)
and current liabilities of HK$317 million (31.12.2007: HK$281 million).
The current ratio was 1.03 as at 30 June 2008 as compared to 1.06 at
31December 2007.

The Group generally finances its operation with internally
generated cash flows and credit facilities provided by its principal
bankers in Hong Kong and the PRC. As at 30 June 2008, the Group had
outstanding bank borrowings of HK$304 million (31.12.2007:HK$155
million). These bank loans were secured by corporate guarantees
provided by the Company. The Group's net debt-to-equity ratio (total
borrowings net of cash and cash equivalents over shareholders’ equity)
increased from 0.16 as at 31 December 2007 to 0.39 as at 30 June
2008 as a result of the capital expenditure spent for chemical business
during the period.

As at 30 June 2008, the Group had a net cash surplus of HK$27 million
(31.12.2007: HK$47 million) and most of the cash balance was
deposited in the leading banks in Hong Kong and the PRC.

The Group's liquidity position remains strong and the Group possesses
sufficient cash and available banking facilities to meet its commitments,
working capital requirements and future investments.
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BEEEBEIWE DN

PLEDGE OF ASSETS EEEH

As at 30 June 2008, the Group did not have any assets pledged for 72008 6 A30 B + ANEE W EEERA
general facilties. BEME—REE -

EMPLOYEES 1]

At 30 June 2008, the Group had a workforce of more than 72008 F6 A30 A REEBEEITHEA
6,000 people. The Group maintains a good relationship with its 6,000 % o NEEE S TRE —RRL - I
employees, and provides them with proper training and competitive EBETIRMHRE S - EEEF & IEEET
compensation and incentives. The staff are remunerated based on gl BEIMENIRFEE s TIERIR - BEK
their work performance, professional experience and prevailing market BRER TS AMETE  BRERFHEI
situation. Remuneration packages comprise salary and bonuses Wiz 8 TRIVEHAEAL -

based on individual merits.

The Company has a share option scheme under which the executive RREVE—EBRIEE - Btk - ARF K
directors and employees of the Company and its subsidiaries may be EfiB AR ZITEE REEH I ERRE
granted options to subscribe for ordinary shares in the Company. Up to RRFIE B 2 Bk - 8220086 A
30 June 2008, no option was granted under the scheme. 30 HIE - SEETEINT R RS AR E -
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DIRECTORS’ INTERESTS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 30 June 2008, 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

EENE 54

Mr. Lee Man Yan Held by controlled corporation
FXREE R EERE

Note: These shares are held by Fortune Star Tradings Limited (“Fortune
Star”).

EERRG - HRRERREEDZER

72008 6 A30 A @ ARABESEME&EETT
QYN DS E - YN NS RO 2
B (EEREHFMIEEBIEXV 3) 2’5
A B REEET - A REESMEE
& BIEXVEE 7 R8N BEMEARRRIRE
Bl AR BITBR AR ([HFT]) - kB
5 IBIEE S R EEIRAIZE 352 RAFEZ
Ei it - SKEREH R FTES EWARR ([ £
i D)2 EMARER#ITEFRHZIZ
57 BI([2EFR ) Mg AR R MR AT
s ROABIAT

@ REATBRGZHA
AATEIO0.10 7Y B

Percentage of
Number of the issued

issued ordinary share capital

shares held of the Company

e 817 HARATE BT

ZEROHE e =

618,750,000(Note) 75%
(Hi3)

MisE:  _FaLR17 75 Fortune Star Tradings
Ltd. ([Fortune Star))#% %5 °
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Long positions in shares of the associated corporations of (b)

the Company

Number of

associated

Name of director Capacity company

HREEE

EENA 54 =x

Mr. Lee Man Yan Beneficial owner Fortune Star
BXREE EREXEA

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 Mr. Lee
Man Yan, a Director, as to 45% and Mr. Lee Wan Keung as to the
remaining 55%. Ms. Wai Siu Kee is a director of Fortune Star.

Other than disclosed above, as at 30 June 2008, 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.

RAEQATEBEEZRDFR

Percentage of
the Issued shares
of the associated

Number of
issued ordinary

shares held company
FFERT (HEBEECRT
EEREE R 2BEDL
45 (Note) 45%
(Krat)

Bt #iRFortune Star #EBE AL E]50%
LA_F e - IRIKFESRAE D)
Fortune Star 77823 a]2 1A% -
Fortune Star 2 £55E #7TIRA A

EBEXRIEEFFH 45% R FEF L

HFEEER T2 55% @ LB L+ 5
Fortune Star 2 &% °

Br_EXCATHEEE - 742008 6 A30 H -
RATESSHEEHTTHABREAT K
HAAAEHEER 2 (D - MR k&
EFP - R BRIERE S EAE G
EXV HET k8 HEPBG AN T K
RFT - HIRBE S R BB EGIE352 1§
JRRCER S GBI FTHE < Bt - SiRiE
TAESFRIZBAIE AN &) B A2 P 2 AF A
RGO E o
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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.

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2008, shareholders (other than directors and chief
executives of the Company) who had interests and short positions in
the shares and underlying shares of the Company which have been
disclosed to the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or which were recorded in the register required to be
kept by the Company under Section 336 of the SFO were as follows:

Long positions

Ordinary shares of HK$0.10 each of the Company

Name of shareholder Capacity

BRIRER 545

Beneficial owner

BEHRERA

Fortune Star

Value Partners Limited

HEESERNA REKIE (7))

Note: The long position of 50,662,000 shares were held by Value Partners
Limited which was wholly owned by Value Partners Group Limited
(“VPGL"). Cheah Capital Management Limited which holds 35.65%
interest in VPGL, which in turn is wholly owned by Cheah Company
Limited (“CCL"). Hang Seng Bank Trustee International Limited was the
trustee of a discretionary trust of CCL. By virtue of the SFO, Mr. Cheah
Cheng Hye, being the founder of the Trust and Ms. To Hau Yin as his
spouse is deemed to be interested in the interest held by Value Partners
Limited.

Other than disclosed above, as at 30 June 2008, 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.

Investment manager (Note)

EEMARMRREEZEF

AT 2001 F12 A 14 BIRM—IEMERE
FHE B ARE CERSESTHRABRL
HE B A ER TERENREAQR
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FEEX

2008 6 A30 B IRER(ARRIEFRNH
BT BRI RANA R 2 B R ABRERR (5
F o BEDREES RIS EXVIDE2 R
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BRIEI&PIZE 336 RBRARRIFE < E
ZRER AR

LSy
RRFER010 BT EiBR

Number of  Percentage of the

issued ordinary issued share capital

shares held of the Company
e 81T HARATE BT
ZBEROHE RAB D
618,750,000 75.00%
50,662,000 6.14%
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BRRGZIFE  REEELEEFRL G
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# il /3Cheah Company Limited ([ CCLJ)
B2 BHER - MIELRITIEZERGIR
RNAIACCL —R TR RGN - 127
HZREENROIZRET  ZI57T 2B
A HEG I REIEI I E L1 #H1
Bl EEE G BN AT H . o

B EXCATREE - 200846 A30H - HE(T
AL (ARREZXESTTHRABRIN) B
RART » FFEERR R Z B s8R n
o R T AIRIRE S RS (&G EXVEREE2
MIDTWARANAT R KO CERIRIEE
HE R EEIEGIE 336 6 BRARBIFEZE
Stz S AR o



Interim Report 2008 # £ i %5

Other Information

H & ¥

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 2008.

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 2008.

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 2008 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 A2.1 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 code 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 (resigned on 30
April 2008) , 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
2008.

REMUNERATION COMMITTEE

To comply with the Code, a remuneration committee had been
established 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 (resigned on 30 April
2008), 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 2008
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