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Interim Results
hHEIE 4

The board of directors (the “Board”) of Lee & Man Chemical Company
Limited (the “Company”) is pleased to announce the unaudited interim
results of the Company and its subsidiaries (the “Group”) for the six
months ended 30 June 2016 together with comparative figures for the

last corresponding period as follows:

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME

For the six months ended 30 June 2016

BYATHERAR(ARRNEEEMAR
W ARRREMBAR(IAER )ER
20166 4308 IE6MEl A 2 REBZF HIZE
B BREFRBLEREFHT

HRSsEEEREMEHmEER
HZE2016%F6 A308 1F61EA

Six months ended 30 June
BZ6A30A 1L6fEA
2016 2015
(Unaudited) (Unaudited)
(REBER) (RieEZ)

Notes HK$'000 HK$'000
Mzt FTET FHET

Revenue WA 3 810,106 794,803
Cost of sales SHEE AR (513,501) (496,697)
Gross profit ES 296,605 298,106
Other income HA A 4 33,430 59,747
Selling and distribution costs HE R KA (58,171) (43,305)
General and administrative expenses THER (75,750) (58,598)
Research and administrative cost g A (21,185) (36,440)
Finance costs BLE KR 5 (6,965) (11,270)
Share of loss of joint ventures L& & EEE (1,580) (2/428)
Profit before taxation RS F 166,384 205,812
Income tax expense FriSHisz i 6 (47,134) (42,699)
Profit for the period s R 7 119,250 163,113
Other comprehensive(expenses) income: H {2 (32 H) U :
ltems that will not be reclassified to HEe  rgshokE

profit or loss: BmrER :
Exchange differences arising from translation ~ [E#a& [ 2 4 BOFE =58 - 261
Net (loss) gain on hedging instruments in RendrTAEZF(EER)

cash flow hedges Wiz (18) 87
Other comprehensive (expenses) income for ~ HARE b 2 (L H )z

the period (18) 348
Total comprehensive income for HAZEWEAE

the period 119,232 163,461
Earnings per share: BRREAF

— Basic (HK cents) — R (L) 9 14.5 19.8




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL

Interim Report 2016 FEAZR %

RS B AR R R

POSITION
At 30 June 2016 12016566 A30H
30.06.2016 31.12.2015
(Unaudited) (Audited)
(REER) (f&FZ)
Notes HK$'000 HK'000
iz FHRT FET
NON-CURRENT ASSETS FEREBEE
Property, plant and equipment M - BE KR 10 3,400,603 3,295,041
Prepaid lease payments AR EFRIA 121,257 122,609
Investment property wEME 46,900 46,901
Intangible assets B EE 2,987 3,570
Deposits paid for the acquisition of property, ~ BEWH - BFE &&E 2
plant and equipment EffET® 85,613 48,964
Interests in joint ventures BEhEER 17,579 19,158
Other deposits ﬁ{‘@ Hia 99,387 99,387
Deferred tax asset EETH IR E 23,526 23,780
3,797,852 3,659,410
CURRENT ASSETS RENEE
Inventories FE 11 188,976 206,715
Prepaid lease payments TE TR EFRIA 3,222 3,222
Trade and other receivables FEURE 5 K B 12 424,556 379,206
Tax recoverable FEUHL IR 14,371 11,976
Loan to a joint venture BREDEER 95,365 93,652
Amount due from a joint venture ﬁ%\uﬁz/\%ﬁ% 16,965 15,138
Bank balances and cash RIT4 ﬁ%&fﬁi 67,208 252,721
810,663 962,630
CURRENT LIABILITIES wREAE
Trade and other payables Ié“ﬁféi%&ﬁﬁﬂm 13 330,125 301,886
Amounts due to related companies JE1STRAE N Rl FRIE 2,896 3,793
Taxation payable JER I8 53,856 42,517
Derivative financial instruments TEEmITA 202 42
Bank borrowings — due within 1 year HRITIER— 1FRNEIHA 360,017 611,444
747,096 959,682
NET CURRENT ASSETS MENEEFE 63,567 2,948
TOTAL ASSETS LESS CURRENT LIABILITIES #AEERARBERE 3,861,419 3,662,358
NON-CURRENT LIABILITIES FREBEE
Bank borrowings — due after 1 year RITIER — 1F1&EIH 1,402,055 1,250,390
Other payables JETE M 70IE 35,104 65,506
Derivative financial instruments PTESBTA - 184
1,437,159 1,316,080
NET ASSETS EEFE 2,424,260 2,346,278
CAPITAL AND RESERVES BEARR#E
Share capital [N 14 82,500 82,500
Reserves it 2,341,760 2,263,778
2,424,260 2,346,278
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN

EQUITY
For the six months ended 30 June 2016

ERGEERE IR

HZE2016%6 A30H 1E6M@A

Non- Share
Share Share  distributable  Safetyfund  Translation Hedging options Special - Accumulated
capital  premium reserve reserve reserve reserve reserve reserve profits Total
B RGEE FUARRE Z2EGRE 0 ENGE  WiEE  BREBE SRR ZHER Ait
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AT FAL FAL TEL T FEr FEn FER FER FAL
(note') (note i)
(fsti) (i)
At 1 January 2015 (audited) R01551 818 (8&H) 82,500 20,307 251619 17,588 130,701 (816) 163,430 (97362)  17299% 2297963
Proftfor the period iyl - - - - - - - - 163,113 163,113
Other comprehensive (expense) income for BREpRE(EL)
the period P - - - - 261 87 - - - 348
Totel comprehensive (expense) income for the period  E3R2TE (St M 25 - - - - 261 87 - - 163,113 163461
Dividend recognised as distibution BERAELRE - - - - - - - - (66,000) (66,000)
Release of resenve for share options lpsed duing BB MAMZ BREE R
the period - - - - - - (163430 - 163430 -
Transfer to non-distrbuteble reserve EATTDRER - - 20,532 - - - - - (20532) -
430 June 2015 (unaudied) 101556A308 (RESH) 82500 0307 250 17588 130962 (129) - O3 1970007 2395424
At 1 January 2016 (audited) 201651 A1A(5%7) 825500 20307 289475 20348 3456 (184) - (97362) 1998738 2346278
Proftfor the period B - - - - - - - - 119250 119250
Other comprehensive (expense) income for the period EAE (2T (3t i - - - - - (18) - - - (18)
Totel comprehensive (expense) income for the period - M2 (St M 2% - - - - - (18) - - 119250 119232
Dividend recognised as distrbution EEIARZRE - - - - - - - - @125  (41250)
Transfer to non-distributable reserve & AT DEEE - - 16,97 - - - - - (16297) -
Release upon deregstation of a subsiciary izl NG e - - - - 24 - - - (229) -
At 30 June 2016 (unaudited) #201656A30R (REEH) 82,500 20,307 305,172 20,348 32,680 (202) - (97362)  2,060217 2,424,260
notes: et

i. According to the relevant laws in the People’s Republic of China (“PRC"), wholly

foreign-owned enterprises in the PRC are required to transfer at least 10% of their net
profits after taxation, as determined under the PRC accounting regulations, to a non-
distributable reserve fund until the reserve balance reaches 50% of their registered
capital. The transfer to this reserve must be made before the distribution of a dividend
to equity owners. The non-distributable reserve fund can be used to offset the previous
years' losses, if any. The non-distributable reserve fund is non-distributable other than

upon liquidation.

ii. The special reserve of the Group represents 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.

REPEARKNE([REDB@ER  EHEHN
SVE AR R 1000BBEEF (RIET R &5
REETE)ETADIKEE - AERBEREDEM
AAR500 © LR UAED KBB4 BRAT
TR B BEREBEFEERINE) - B
BRI - AR DIRFEERTENIK

REEZ R II AR AREB2001F128 2 &6
FAEMBEZMBRAR ZBRAEERARRDET
MRAE(EZ Z58 °



For the six months ended 30 June 2016

NET CASH FROM OPERATING ACTIVITIES

INVESTING ACTIVITIES

Purchase of property, plant and equipment

Prepaid lease payments

Deposits paid for acquisition of property,
plant and equipment

Other deposit paid

Investment in associate

Loan to a jointly venture

Interest received

Proceeds from disposal of property,
plant and equipment

(Decrease) increase in construction payable

NET CASH USED IN INVESTING ACTIVITIES

FINANCING ACTIVITIES

Bank borrowings raised

Repayment of bank borrowings

Interest paid

Dividends paid

Settlement of derivative financial instruments under
hedge accounting

NET CASH FROM FINANCING ACTIVITIES

NET DECREASE IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNING
OF THE PERIOD

EFFECT OF CHANGES IN EXCHANGE RATE

CASH AND CASH EQUIVALENTS AT END OF
THE PERIOD

Interim Report 2016 FEAZR %

#H=2016F6A30H 161E A

Six months ended 30 June
B Z6H30A L6fE A
2016 2015
(Unaudited)  (Unaudited)
(REER) CREER)

HK$'000 HK$'000
FHET FiET
REEBMBRSTFRE 239,244 304,001
REEH
BEME  BELRE (139,839) (235,630)
AN TEEFIE - (37,157)
BEWE  WERRE
pARESE (69,455) (116,222)
HEmE Rzl - (67,539)
BREDEIRE - (23,994)
BREDEZBH - (2,329)
EUFE 1,228 10,569
HEETEEEMS
;A 94 141
FETEERR R IE OF ) 38 A0 (46,027) (20,515)
RETEHMERS TR (253,999) (492,676)
MELRITHEK 517,591 597,050
BBIRITER (617,353) (592,451)
EAFLE (27,733) (29,677)
AR E (41,250) (66,000)
PTESBMITAREREFHET
wE (301) (1,160)
REEBSREEHE (169,046) (92,238)
ReRZERRLHER
D (183,801) (280,913)
HUzHeRERRS
BHH 252,721 596,752
ExgEH s HE (1,712) (214)
HRZEERERRS
BHH 67,208 315,625
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NOTE TO THE CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

Notes:
1. BASIS OF PREPARATION

The condensed consolidated financial statements have been
prepared in accordance with Hong Kong Accounting Standard 34
Interim Financial Reporting issued by the Hong Kong Institute
of Certified Public Accountants ("HKICPA") as well as with the
applicable disclosure requirements of Appendix 16 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”).

2. PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared on the historical cost basis except for derivative financial
instruments that are measured at fair values.

Except as described below, the accounting policies and methods
of computation used in the condensed consolidated financial
statements for the six months ended 30 June 2016 are the same
as those followed in the preparation of the Group’'s financial
statements for the year ended 31 December 2015.

In the current interim period, the Group has applied, for the first
time, certain amendments to Hong Kong Financial Reporting
Standards (“HKFRSs") and Interpretations issued by the HKICPA that
are mandatorily effective for the current interim period.

The application of the amendments to HKFRSs and Interpretations
in the current interim period has had no material effect on the
amounts reported and/or disclosures set out in these condensed
consolidated financial statements.

3. SEGMENT INFORMATION
(a) Operating segments

Information reported to the Chief Executive Officer of the
Company, being the CODM, for the purposes of resources
allocation and assessment of segment performance focuses
on types of goods sold.

The CODM regards the Chemical Business as the Group's
sole operating reportable segment and reviews the Group's
results and financial position as a whole for the purpose
of performance measurement and resources allocation.
Accordingly, no segment analysis is presented other than entity
wide disclosure.
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3. SEGMENT INFORMATION (CONTINUED)

(b) Geographical information

(0

(d)

The Group's operations are located in the PRC.

The Group's revenue from external customers by geographical
location is detailed below:

3.

Interim Report 2016 FEAZR %

2 BER ()
(b) HEEHR
SR TSR -

AEBRBEINGER ZBAZ R
S DFFIBWMT

Revenue from external
customers
REIIMBEF WA
Six months ended 30 June
B Z6H30A L6fE A

2016 2015
HK$°000 HK$'000
FHET FAT

PRC

Revenue from major products

The following is an analysis of the Group's revenue from its
major products:

810,106 794,803

() FEERBA

AEBETEZERRADIT

Six months ended 30 June

HZ6A30R1L6/EA
2016 2015
HK$'000 HK$'000
FExT FET
Chloromethane products sty 247,290 326,323
Caustic soda IEETR, 389,762 327,605
Hydrogen peroxide Bats 29,701 57,644
Others Hith 143,353 83,231
810,106 794,803

Information about major customers

No customer contributed over 10% of the total sales of the
Group in both periods.

(d) BREREFER

EEmERMYERFHEmERLY
REEBHETERN10% ©
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4. OTHER INCOME

HA

Six months ended 30 June

#BZ6H30HL6fEA
2016 2015
HK$'000 HK$'000
FET FHTT
Bank interest income RITHBHA 1,228 10,569
Government grant BT 47 B 17,395 32,763
Others HAith 14,807 16,415
33,430 59,747
5. FINANCE COSTS BE A
Six months ended 30 June
#BZ6H30HL6fEA
2016 2015
HK$°000 HK$'000
FET FHTT
Interest on bank borrowings wholly MEXZH —BERAFAEEER
repayable within five years ZRITER 27,733 29,678
Amount capitalized to property, B - BEREREHERE
plant and equipment ZEE (21,069) (19,568)
Net adjustment on interest rate swaps 1EF BERIR S IMED AN B d2
designated as cash flow hedges of HEK A FHE
floating rate debt 301 1,160
6,965 11,270

10




6.

INCOME TAX EXPENSE

Interim Report 2016 FEAZR %

FRr&H<

Six months ended 30 June

BZE6A300L6MEA
2016 2015
HK$'000 HK$'000
FHET FHETT
The charge comprises: B
Current tax: RNEARIE -
PRC Enterprise Income Tax (“EIT") RIS 46,881 30,585
Deferred tax liability IRIEFIE - 11,850
Deferred tax: IRIERIE
Current period ZHAfE 253 264
47,134 42,699

The Group's major business is in the PRC. Under the Law of the
PRC on EIT and its Implementation Regulation, the tax rate of the
PRC subsidiaries is 25%.

For the year 2015 and 2016, Jiangsu Lee & Man Chemical Limited

was entitled to a reduced EIT rate of 15% as it has been qualified as
a High and New-Tech Enterprise.

Taxation arising in other jurisdiction is calculated at the rate
prevailing in the relevant jurisdiction.

No provision for Hong Kong Profits Tax is made for both periods
since there is no assessable profit for both periods.

11
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7.

PROFIT FOR THE PERIOD BRI F
Six months ended 30 June
#BZ6H30HL6fEA
2016 2015
HK$°000 HK$'000
THET FHET
Profit for the period has been arrived at after ~ HiP93& I B F0Bk -
charging:
Directors’ emoluments E=1E 4,885 4,840
Other staff costs E B B A 77,982 67,247
Retirement benefit schemes contributions RIKTEFIFT B
(excluding directors) (EERIN) 4,018 3,673
Total staff costs B T4 86,885 75,760
Amortisation of prepaid lease payments TE N E R IE 1,352 838
Amortisation of intangible assets | B E 584 608
Cost of inventories recognised as expenses R R HNFERA 513,501 496,697
Depreciation of property, plant and equipment  #1% ~ BE RREZITE 87,091 91,049

DIVIDENDS

IRE

Six months ended 30 June

BZ6A30RL6MEA
2016 2015
HK$'000 HK$'000
THET FHETT
Final dividend paid during the period: BIRNE IR 2 REAAR S -
2015 final dividend HK5.0 cents per share 2015 REAAR B B H%5.074 111
(2014: HK8.0 cents) (2014 : 8.074) 41,250 66,000
Interim dividend declared subsequent BB k.. R HRE
to period end:
2016 interim dividend HK5.0 cents per share 20164 /1 BApE S &A% 5.0l
(2015: HK7.0 cents) (2015 : 7.074) 41,250 57,750

The Board has declared that an interim dividend of HK5.0 cents
(2015: HK7.0 cents) per share for the six months ended 30 June
2016 to shareholders whose names appear in the Register of
Members on 17 August 2016.

12
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9. EARNINGS PER SHARE 9. BREN
The calculation of the basic earnings per share from attributable to LR EF AT EN S REREF]
the owners of the Company is based on the following data: TR T O BUREE -
Six months ended 30 June
BZE6A30HL6fEA
2016 2015
HK$'000 HK$'000
THET THETT
Earnings for the purpose of basic earnings AU EGRERET
per share 2 B 119,250 163,113

Number of Number of
Shares Shares
REE s

Weighted average number of ordinary shares A AR E SR EAZAF|H

for the purpose of basic earnings per share AR NI 8L 825,000,000 825,000,000
10. ADDITIONS TO PROPERTY, PLANT AND EQUIPMENT 10. REWX - BERRE
During the period, the Group spent approximately HK$194 million HW - NEERYE - BEREHERE
(2015: HK$454 million) on property, plant and equipment to #1948 (2015 : 4548 L) » KA
expand its operation. EREBER -

13
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12.

INVENTORIES 11. FE&

At At
IS 0
30.06.2016 31.12.2015
HK$'000 HK$'000
FET FET
Raw materials and consumables MR R FEF SR 101,181 123,889
Work in progress 1E il am 14,670 12,044
Finished goods 1 % SB 73,125 70,782
188,976 206,715

TRADE AND OTHER RECEIVABLES 12. ERES REMKIE
The Group generally allows its trade customers an average credit REEF-—MRETESHRP ZHREEREY

period ranged from 7 to 60 days.

Included in the balance are trade and bills receivables of
approximately HK$176,424,000 (31.12.2015: HK$132,322,000).
The aged analysis of trade and bills receivables based on the invoice

BTE60K °

EWE S REMFIBEERIEREE
1B #)176,424,000 7% 7T (31.12.2015 :
132,322,000/ 70) * JERERF R BHE R

date at the end of the reporting period is as follows: HEEBREFZAHZBRRSTOT
At At
30.06.2016 31.12.2015
HK$'000 HK$'000
FEx FHET
Not exceeding 30 days TEBiB30K 128,589 102,176
31 to 60 days 31260K 32,083 17,469
61 to 90 days 61£290K 8,515 5219
Over 90 days 90K E 7,237 7,458
176,424 132,322
Prepayment, Deposit and other receivables AR - 518 REMEYR 94,403 53,105
Value-added tax receivables FEWCE BT IE 153,729 193,779
424,556 379,206

14




13. TRADE AND OTHER PAYABLES

13.

Trade and other payables principally comprise amounts outstanding
for trade purchases and ongoing costs. The average credit period

obtained for trade purchases is 7 to 45 days.

Included in trade and other payables are trade and bills payables of
approximately HK$162,409,000 (31.12.2015: HK$80,707,000).
The aged analysis of trade and bills payables based on the invoice
date at the end of the reporting period is as follows:

Interim Report 2016 FEAZR %

BNEZ R EMRIE

BNESREMHATECRESRES
RFBRXKAZANE EHBEZ

FHERRHIR7EA45K -

ERESREMPFEDEREMNERLE
¥ #7162,409,000 % 7T ( 31.12.2015
80,707,000/ 7T) * FENRFK L RIERE
HHREZAHZRESTHT ¢

At At

S N

30.06.2016 31.12.2015

HK$000 HK$'000

THET THETT

Not exceeding 30 days TEEE30KR 122,287 56,757
31 to 60 days 31E260XK 19,806 9,016
61 to 90 days 61E290K 3,081 3,188
Over 90 days 90K A | 17,235 11,746
162,409 80,707

Receipt in advance Faus R 36,164 41,122
Construction payable JER TRER 107,108 153,135
Other payables and accruals Ht MR KL ERE R 59,548 92,428
365,229 367,392

The balance of construction costs payable comprises non-current
construction costs payables of HK$35,104,000 (31.12.2015:

65,506,000).
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14. SHARE CAPITAL 14. R
Number of
ordinary
shares Amount
HEBEROEE 8
HK$'000
FHET
Ordinary shares of HK$0.1 each: BREEO. VBT A -
Authorised: VETE
At 1 January 2015, 30 June 2015, M2015F 1818 ~ 2015%F
1 January 2016 and 30 June 2016 6H30H ~ 2016F1A1H
K20165F6 H30H 5,000,000,000 500,000
Issued and fully paid: BITRER -
At 1 January 2015, 30 June 2015, M2015F1H18 « 20154
1 January 2016 and 30 June 2016 6H30H + 20165F1H1H
N20165F6 H30H 825,000,000 82,500
15. CAPITAL COMMITMENTS 15. BAEIE
At At
30.06.2016 31.12.2015
HK$000 HK$'000
THERT FHET
Capital expenditure contracted for but not EETAME AR ARAR S B 5 ik
provided in the condensed consolidated BBz EARESH
financial statements in respect of the
acquisition:
— property, plant and equipment —BEWE  BERK 282,316 189,935
— intangible assets —BET AR - 8976
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16. CONNECTED AND RELATED PARTY TRANSACTIONS 16. BBEXRS
Six months ended 30 June
BZ6H30R L6fHA
2016 2015
Connected parties Relationship Nature of transactions HK$'000 HK$'000
BER BA& XHME FTHET FHET
Lee & Man Paper A company beneficially owned Electricity & steam fee paid 32,027 35,684
Manufacturing Co Ltd. and controlled by Mr. Lee BB RERE
BGERAR AR Wan Keung
MFERTEESHER Fuel expense paid 158 135
2 /NG| B ER
Rental expense paid 917 949
BERHSER
Sales of chemical products 7,191 6,792
HE(CIEM
Electricity & steam fee 18,346 17,931
received
BREERERE
Rental income received 665 728
B S IA
Purchase of raw materials 421 345
BERH
Acquisition of land - 8,340
BE L
Lee & Man Management A company beneficially owned Management consultant 298 351
Co Ltd and controlled by Mr. Lee fee paid
BEXEEERARA Wan Keung ENEEERNE
HPEREEEREAR

17.

gt A/NC]

REVIEW OF INTERIM ACCOUNTS

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

The Board has declared an interim dividend of HK5.0 cents per share
for the six months ended 30 June 2016 to shareholders whose names
appear on the Register of Members on 17 August 2016. It is expected
that the interim dividend will be paid around 25 August 2016.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed from 15 August
2016 to 17 August 2016, both days inclusive, during which period no
transfer of shares in the Company can be registered. In order to qualify
for the interim dividend, all transfers accompanied by the relevant share
certificates must be lodged with the Company’s Branch Share Registrars,
Tricor Secretaries Limited, at Level 22, Hopewell Centre, 183 Queen’s
Road East, Hong Kong, for registration no later than 4:30 p.m. on 12
August 2016.
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Management Discussion and Analysis

BEEFWN D

BUSINESS REVIEW

For the six months ended 30 June 2016, the Group recorded a revenue
of approximately HK$810 million, increased by 1.9% as compared to last
corresponding period; and a net profit for the period of approximately
HK$119 million, representing a decrease of 26.9% year on year.

The Group's gross profit margin was 36.6%, decreased by 0.9 percentage
point as compared to the same period last year and net profit margin of
14.7% which was decreased by 5.8 percentage points for the period.

PROSPECTS

The Group has completed the construction of the new Jiangxi plant. The
first phase production line has been officially put into production and
has contributed profit to the Group. The second phase production line is
still undergoing the commissioning stage and is expected to operate in
succession at the end of 2016.

In addition, the Group has committed to new product research and
development, is going to devote more resources in employing scientific
research experts who possess rich chemical experience and in acquiring
more scientific research equipment, so as to expand and enhance the
internal research and development team. The management expects
that the Group can be able to develop new products successfully in the
first quarter of the coming year to meet the trend of refined chemical
development.

As always, our management team will leverage on our internal technical
innovation and scientific research and development in a pragmatic
and aggressive approach and continue its persistent efforts to deliver
reasonable rewards to the shareholders.

RESULTS OF OPERATION

For the six months ended 30 June 2016, the Group’s revenue and
net profit were approximately HK$810 million and HK$119 million
respectively, representing an increase of 1.99% and a decrease of 26.9%,
as compared to approximately HK§795million and HK$163 million
respectively for the corresponding period in the last year. The basic
eamings per share was HK14.5 cents for the six months ended 30 June
2016 and HK19.8 cents for the last corresponding period in the last year.
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Management Discussion and Analysis

BEENWR D
Revenue

For the six months ended 30 June 2015, the Group recorded a
revenue of approximately HK$810 million, increased by 1.9% over the
last corresponding period. The increase was mainly attributable to the
addition of caustic soda production capacity from Jiangxi Plant, which
increased to 70,000 tons for 100% dry basis from 40,000 tons in the
last corresponding period, this contribution has offset the price decrease
of chloromethane products for the period. The Group still recorded
HK$16 million increase in revenue for the six months ended 30 June
2016. As compared to last corresponding period, the average selling
price per ton of the Group's products methylene chloride and chloroform
was about RMB2,072 and RMB1,932, decreased by approximately
339% and 17% respectively while the average selling price per ton of
by-product caustic soda was about RMB660 remained stable as for last
corresponding period. The actual production output of the main products
for the period was approximately 130,000 tons for CMS products,
190,000 tons for 100% dry basis caustic soda while for 27.5% hydrogen
peroxide was approximately 30,000 tons.

Selling and distribution expenses

Selling and distribution expenses incurred for the six months ended 30
June 2016 was approximately HK$58 million, representing an increase
of approximately HK$15 million as compared to HK$43 million for last
corresponding period. The increase was mainly due to the proportional
increment in transportation and packaging costs arising from the
increased sales in Jiangxi Plant. There was also new staff recruitment for
the development of special paint business. The selling and distribution
expenses represented about 7.2% of the total revenue for the period,
mildly increased as compared to 5.4% of last corresponding period.

General and administrative expenses

General and administrative expenses incurred for the six months ended
30 June 2016 was approximately HK$76 million, which increased by
approximately HK$17 million as compared to HK$59 million for the same
period last year. The increase was mainly due to the salaries increment.
In order to cope with the development, the Company recruited the
professional management scientific research talents, and the relevant
tax expenditure increased after the Jiangxi Plant has been completed
and commenced production. The general and administrative expenses
represented about 9.4% of the total revenue for the period, mildly
increased as compared to 7.4% of last corresponding period and were
kept at a reasonable level.
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Finance costs

The net interest expenses incurred for the six months ended 30 June
2016 was approximately HK$7 million, which decreased by HK$4 million
as compared to HK$11 million for last corresponding period. Interest
expenses decreased was mainly due to the early repayment of part of
the bank loans during the period.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

The total shareholders’ equity of the Group as at 30 June 2016 was
approximately HK$2,424 million (31.12.2015: HK$2,346 million).
As at 30 June 2016, the Group had current assets of approximately
HK$811 million (31.12.2015: HK$963 million) and current liabilities
of approximately HK$747 million (31.12.2015: HK§960 million). The
current ratio was 1.09 as at 30 June 2016 (31.12.2015: 1.00).

The Group generally finances its operations with internally generated
cash flow and credit facilities provided by its principal bankers in Hong
Kong and the PRC. As at 30 June 2016, the Group had outstanding bank
borrowings of approximately HK$1,762 million (31.12.2015: HK$1,862
million). These bank loans were secured by corporate guarantees
provided by the Company and its certain subsidiaries. As at 30 June
2016, the Group maintained bank balances and cash of approximately
HK$67 million (31.12.2015: HK$253 million). The Group's net debt-to-
equity ratio (total bank borrowings net of cash and cash equivalents over
shareholders’ equity) was 70% as at 30 June 2016 (31.12.2015: 69%).

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 for expansion.

EMPLOYEES

As at 30 June 2016, the Group had a workforce of around 1,700
people. Salaries of employees are maintained at competitive level and
are reviewed annually, with close reference to the relevant labour market
and economic situation. The Group also provides internal training to
staff and provides bonuses based upon staff performance and profits
of the Group. The Group has not experienced any significant problems
with its employees or disruption to its operations due to labour disputes
nor has it experienced any difficulty in the recruitment and retention
of experienced staff. The Group maintains a good relationship with its
employees.

21

Interim Report 2016 FEAZR %

A A

ER BT EEHE2016F6 A30H [L61E A %)
7008 8T - BMAFRAA1,1008E Tl
8 ORAD4008B T o TR EERREA
IRPIERE RN IRITEN »

RBEE MBERRERER

MR2016F6 A30H @ REBAMR R ESAEE
#924.241887(31.12.2015: 2346848 7T)
MENEELS.11EBIIL(31.12.2015 : 9.631F
BT R BAaEN7.47E%7T(31.12.2015
9.60fE&7T) ° MENL L2016 6 3084
1.09(31.12.2015 : 1.00) ©

AEB—RUARNILEENRESRE - UEF
B E ZARBITIRENEEHPAEE
BEBNEEES - R2016F6 A301 -
AEBMHMARERBTEENI1762EB T
(31.12.2015 : 18.6218/E L) - 2 FIRITER
AAAR REETHBARRIRENABIER
TEAIEIR - R2016F6 A30H © NEEIETT
KR IR ©496,70087%870(31.12.2015 : 253
BEL) - ARBEMFEANABLER(RITHE
RRFERRE MRS EEDHRARERER) R
201668300 470%(31.12.2015:69%) °

AEBRFZRINABDE ST EBRAD
R LA HEMRITHERARE  UWENEKHE
MERAE ZEETCHFERAKRNEER
&’ o

==

M2016F6 308 * REEAFX1,700% B
T -EEFMESKRERFHKTE e
Fwy o ABYBERBS IMISEREET
B - REBE T AEBSRHATIEI - I
BETRARAEERBFEBICL - RNEE
TEESTMENEEME  TAEALE
AUm<EEhlE  TREMMEBEREEN
BTFANMEEREE - AEEHESHD
FARRLT -



LEE & MAN CHEMICAL COMPANY LIMITED ¥2EX{t THRA A

Other Information
HiE R

ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

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.

DIRECTORS’ INTERESTS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 30 June 2016, 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 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 Listing Rules,
were as follows:

(a) Long positions in shares of the Company

Ordinary shares of HK$0.1 each of the Company

Number of issued

BEROHEZ 2ZH

ARE - HERAR - KEEFMERAR
AEBEAEREA - S\ EER L - £
RRREFRBARNRASEMEMEAR
BB HEFMESHS -

EERRS - HERO REER T 2ER

R2016F6 A30H » KRABEENZETH
ANE MBS 2 B8 AR Ak HiEE EE
(T&RBHFLHEKRMEXVE) 28k - 8
RGO REREEY  BEREBEESRPEK
BISEXVERSE 7 R85 EE A& A QA KR
B~ sk B R IRIERE 5 M E 6B 535215
BFBEZELM  SHERELETHEINZ EH
NABBETELFR S 2IZESTA([1E2ST
Bl DAMEARQA R MBS AT 2 S MAR I ¢

(@) RAERARBZHR
ARRRER0.1BTT 2 BB

Percentage of
the issued share capital

Name of director Capacity ordinary shares held of the Company

FriFE 81T EARAR BT
EEpA =37 ZEROEBE RAEE DL
Mr. Lee Man Yan Held by controlled corporation 618,750,000 (Note) 75%

FXRELE REEEERE

Note: These shares are held by Fortune Star Tradings Ltd. (“Fortune Star").

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

(H1at)

Miat : £t iR 15 T # Fortune Star Tradings Ltd.
([Fortune Star ) #%4 -

(b) RARTEBEEZRBEFR

the Company

Percentage of
Name of Number of  the issued shares
associated issued ordinary  of the associated
Name of director Capacity company shares held company
BT (GAEBCEECRT
EEpE =37) HEHEE & E HEREE R zB D
Mr. Lee Man Yan Beneficial owner Fortune Star 45 (Note) 45%

FXRBEE BEmEBA (Bfat)

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.
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DIRECTORS’ INTERESTS IN SHARES, UNDERLYING SHARES
AND DEBENTURES (CONTINUED)

Other than disclosed above, as at 30 June 2016, 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 registered referred to therein or which were
required, pursuant to the Model Code, to be notified to the Company
and the Stock Exchange.

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2016, 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$0.1 each of the Company

Number of issued
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(4= )
(A5 /

B FXATIRE - 201656 A308 - AR A
BERRSITRABRAR Ak H (] 58
EEZ R - RN REEES - SEE
BIREEF RS IEFIEXVEIET R8N B A
MG ARR RERAT - SRIEFESF RHEE
B EE 352 156 E FL e P RZ KB s 2 e it ~ sk
RIEIZAE ST R A N E AR R) M B2 T 2 AT 7]
TETRSKE ©

FERR

MR2016F6 A30H * BRER(ARAIEZS &
SITBRA BBRIN AR R T Z i RIERERR (5
F o BEEREES KIS IEMEXVEIE2 X
IDTWRARNBIETE « kBN IRIEES K
HEEHIE33618BEMARAIFE 2 ELM2
R IMOKBINT

wR
RATEBOBITZ EEAK

Percentage of
the issued share capital

Name of director Capacity ordinary shares held of the Company

B RT ERDBE BT
EEnA B4 EEROEE RAE L
Fortune Star Beneficial owner 618,750,000 75%

EmBEBA

Other than disclosed above, as at 30 June 2016, 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 the 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 2016.
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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 2016.

CORPORATE GOVERNANCE

The Company has complied with the Corporate Governance Code and
Corporate Governance Report (the “Code”) as set out in Appendix 14 of
the Listing Rules throughout the six months ended 30 June 2016.

AUDIT COMMITTEE

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

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 2016.

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. Wong Kai Tung, Tony, Mr. Wan Chi Keung, Aaron BBS JP
and Mr. Heng Victor Ja Wei. All members of the remuneration committee
are independent non-executive directors.

NOMINATION COMMITTEE

To comply with the Code, a nomination committee had been established
with specific written terms of reference which deal clearly with its
authority and duties. The members of nomination committee comprises
Ms. Wai Siu Kee (Chairman), Mr. Wong Kai Tung, Tony, Mr. Wan Chi
Keung, Aaron BBS JP, and Mr. Heng Victor Ja Wei, of which three
members are independent non-executive directors.

On behalf of the Board
Wai Siu Kee

Chairman

Hong Kong, 1 August 2016
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LEE & MAN CHEMICAL COMPANY LIMITED
8th Floor, Liven House

61-63 King Yip Street

Kwun Tong, Kowloon, Hong Kong

Tel: (852) 23199888 Fax: (852) 2319 9333
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