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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 2017 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 2017

BY{ETITHAERAB(TARRESTSMAR
oA RBLREWBAR(IAER|)EHE
20176 A30B L6l B 2 RE&FX P HAEE
4 BRIEFREEHFINT
HRseEEREMEEmKER

HZE2017%6A308 1L61EA

Six months ended 30 June

EZ6A30HLL6MEA
2017 2016
(Unaudited) (Unaudited)
(REER) (RfeER%)
Notes HK$'000 HK$'000
Hiet FET FHT
Revenue YA 3 1,252,591 810,106
Cost of sales SHEE AR (719,509) (513,501)
Gross profit EA 533,082 296,605
Other income EHablg A 4 14,218 33,430
Net exchange gains (losses) b 5 F s (B518) 10,385 (8,101)
Other losses HAth 518 5 (514) (704)
Selling and distribution costs SHE R HA AR (74,471) (58,171)
General and administrative expenses THER (81,386) (66,945)
Research and development cost & (45,334) (21,185)
Finance costs BB 6 (37,004) (6,965)
Share of loss of joint ventures EEEEEEE (470) (1,580)
Profit before taxation RS T 318,506 166,384
Income tax expense FriSHisZ i 7 (77,024) (47,134)
Profit for the period HA S A 8 241,482 119,250
Other comprehensive income (expenses): Hftt2EWE(ZH) :
Items that will not be reclassified to HETEENBREEN
profit or loss: BHA :
Exchange differences arising from translation ~ FE#E & £ KIE H =58 24,331 -
Net loss on hedging instruments in WERih T A FEE
cash flow hedges - (18)
Other comprehensive income (expenses) A E A2 ERE ()
for the period 24,331 (18)
Total comprehensive income for the period MR 2 HUZHETE 265,813 119,232
Eamnings per share: BRREF 10
— Basic (HK cents) —EARCEW) 29.3 14.5
— Diluted (HK cents) —#E OB) 29.1  N/ATEH




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL
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RS B AR R R

POSITION
At 30 June 2017 201756 H30H
30.06.2017 31.12.2016
(Unaudited) (Audited)
(REERZ) (&%)
Notes HK$'000 HK'000
k2 FHERT FHET
NON-CURRENT ASSETS FRBEE
Property, plant and equipment M - BB MR 11 3,489,725 3,319,668
Prepaid lease payments TE TR EFRIA 112,049 112,496
Investment property wEME 62,500 61,798
Intangible assets B EE 2,576 2,254
Deposits paid for the acquisition of property, ~ BEEW¥  BELEREZ
plant and equipment EAtET® 96,414 115,836
Interests in joint ventures BERE 16,480 16,693
Loan to a joint venture /\Mﬁ%z%?ﬂ 96,865 95,365
Other deposits HihsT& 94,305 93,245
Deferred tax asset RERIBE = 24,026 23,317
3,994,940 3,840,672
CURRENT ASSETS RBEE
Inventories FE 12 333,009 231,846
Prepaid lease payments TR E KT 3,497 3,022
Trade and other receivables EH&T%&E@%@E 13 636,184 425,880
Tax recoverable FEUR R IR - 7,951
Amounts due to related companies fE Y A3 N B RIE 1,208 -
Amount due from a joint venture B EWEIE 15,369 14,603
Bank balances and cash SR NI 305,575 228,091
1,294,842 911,393
CURRENT LIABILITIES REBEE
Trade and other payables JERTE 5 R B AthFRIE 14 389,835 355,400
Amounts due to related companies FETRAE A FIFRIA - 2,602
Taxation payable JERTHIE 34,395 48,681
Derivative financial instruments PTESBTA - 20
Bank borrowings — due within 1 year RITER— 1FEREH 479,104 444,759
903,334 851,462
NET CURRENT ASSETS REBEERHE 391,508 59,931
TOTAL ASSETS LESS CURRENT LIABILITIES #EEBREBEE 4,386,448 3,900,603
NON-CURRENT LIABILITIES FRBEE
Other payables JEAST ELAth FRIE 14 39,902 26,299
Deferred tax liabilities RIERIER R 8,099 8,008
Bank borrowings — due after 1 year HRITIER— 15122 HA 1,763,609 1,524,271
1,811,610 1,558,578
NET ASSETS EERE 2,574,838 2,342,025
CAPITAL AND RESERVES BEXR#E
Share capital [N 15 82,500 82,500
Reserves G 2,492,338 2,259,525
2,574,838 2,342,025
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN
EQUITY
For the six months ended 30 June 2017

Non-

Share Share  distributable  Safety fund

ERGEERE IR

HZE2017%6 A30H 1E6M@A

capital  premium reserve reserve
B ROEE FISKEE ZRESER
HK$'000 HK$000 HK$000 HK$'000

Translation Hedging Special ~ Accumulated

reserve reserve Teserve profits Total
Eifih  HHEE  WBRE MR ait
HK$ 000 HK$ 000 HK$000 HK$ 000 HK$ 000

Thn Thn TEn TEn Thn Thn Thn Thn Tin
(note i) (note i)
(i) (i)
At 1 January 2016 (audited) R201651A18(887) 82,500 20307 289475 20348 32456 (184)  (97362) 1998738 2346278
Proftfor the period eyl - - - - - - - 119,250 119250
Other comprehensive expense for the period I M2 E % H - - - - - (18) - - (18)
Total comprehensive expense for the period  BRZER HiEE - - - - - (18) - 119250 119232
Dividend recognised as distrbution ERANEZRE - - - - - - - (412500 (41,250
Transfer to non-distributable resenve EARAHRER - - 16297 - - - - (16,297) -
Release upon deregitration of BHEAHENEATY
a subsidiary B - - - - 24 - - (204) -
At30 June 2016 (unaudited) 2016564308
(x5 850 20307 0572 038 32680 0)  (O7362) 2060217 2424260
At 1 January 2017 (audited) 01751 A1B (&) 82,500 20307 333446 14427 (105453) - (97362) 2094160 2342025
Proftfor the period el - - - - - - - 241482 241482
Other comprehensive income for the period B/ {2 - - - - 24331 - - - 24331
Total comprehensive income for the period M2 ENELE - - - - 24331 - - 241482 265813
Dividend recognised as distrbution ERINRLRE - - - - - - - (33,000) (33,000)
Transfer to non-distrbutable reserve B\ G R - - 26524 - - - - (26524) -
At 30 June 2017 (unaudited) R2017%674308
(RiEEH) 82,500 20,307 359,970 14421 (©1,122) - (97362) 2,276,118 2574838
notes: Hfat -

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.

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.

RBEFEARKMBE([HE ) BERERE - £PEH
SVE ARG R 1000 RSN (RIEFB& 5T
REET)ETADIREE  EEREEHREDEM
EAR50% © HEEAREEMURLED R BAIRRAT
TADIRFETREEEBEFEBE(WE) - k&
BRI TR DIRFEERTEAK ©

REEZFRIFE AR RIEB20015128 2 &5
FEMBECIHBRR 2 BAEBERARRE T
feAmEE 2 258



For the six months ended 30 June 2017

NET CASH FROM OPERATING ACTIVITIES

INVESTING ACTIVITES

Purchase of property, plant and equipment

Deposits paid for acquisition of property,
plant and equipment

Decrease in construction payable

Interest received

Proceeds from disposal of property,
plant and equipment

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 (USED IN)
FINANCING ACTIVITIES

NET INCREASE (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

#H=2017%6A30H81+61@ A

REEBREREFR

REES

BEVE  BELERE

BEVE BELEREZ
BEffal &

FEAS i RRFRIR R

BEHAE

HE B & EFTEF0R

REFHRERSFE

BMEEE
HEEIRITHEK
BIRIRITHER
ERFE

EARLeS)

PTE SR T AR H
A TRE

BMEFHHME () REFE

BeRERREEAR
EinGRD) R

HAzRERERBREEEB

ERBE 2%

HRZzRERERBREEE
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Six months ended 30 June

BZE6A300L6MEA
2017 2016
(Unaudited)  (Unaudited)
(RBEZR) (CREHEZR)
HK$°000 HK$'000
FET FHT
132,277 239,244
(133,343) (139,839)
(121,085) (69,455)
(2,566) (46,027)
1,062 1,228
41 94
(255,891) (253,999)
632,797 517,591
(370,670) (617,353)
(37,004) (27,733)
(33,000) (41,250)
- (301)
192,123 (169,046)
68,509 (183,801)
228,091 252,721
8,975 (1,712)
305,575 67,208
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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 2017 are the same
as those followed in the preparation of the Group’'s financial
statements for the year ended 31 December 2016.

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 Chief Operating Decision Maker
("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 2017 FEAZR%

2 BER ()
(b) HEEHR
SR TSR -

AEBRBEINGER ZBAZ R
S DFFIBWMT

Revenue from external
customers
REHEBEF YA
Six months ended 30 June
B Z6H30A L6fE A

2017 2016
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:

1,252,591 810,106

() FEERBA

AEBETEERRADIT

Six months ended 30 June

B Z6H30A L6fE A
2017 2016
HK$°000 HK$'000
FET FAET
Chloromethane products sty 292,635 247,290
Caustic soda IEETR, 643,387 389,762
Fluorochemical products FLTER 246,017 110,336
Hydrogen peroxide weEka 43,290 29,701
Others EAh, 27,262 33,017
1,252,591 810,106

Information about major customers

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

(d) EBREFESR

FEE M ARG R P I E B
RE B HERERY10% °
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4. OTHER INCOME

HA

Six months ended 30 June

HZ6A30H1L6/EA
2017 2016
HK$'000 HK$'000
FExT FET
Bank interest income RITH B U A 1,062 1,228
Government grant BRI RR 4,764 17,395
Scrap sales EEmR YA 2,392 2,139
Others EAth 6,000 12,668
14,218 33,430

5. OTHER LOSSES

Hitgs518

Six months ended 30 June

BZ6A300L6MEA
2017 2016
HK$000 HK$'000
FExT FHET
Loss on disposal of property, BREMZE - WERREBEX
plant and equipment 502 704
Net loss from changes in fair value of TEemIANFEZS Y
derivative financial instruments IR 12 -
514 704

6. FINANCE COSTS

BB A

Six months ended 30 June

#BZ6H30HL6fEA
2017 2016
HK$000 HK$'000
THERT THET
Interest on bank borrowings wholly FEZH —ERAFAEEER
repayable within five years ZIRITIER 37,004 27,733
Amount capitalized to property, B - BEREEERbZ
plant and equipment ©F - (21,069)
Net adjustment on interest rate TEZBERIR S REFEFE
swaps designated as cash flow EHE N HEFE
hedges of floating rate debt - 301
37,004 6,965

10




1.

INCOME TAX EXPENSE

Interim Report 2017 FEAZR%

7. FREHXH

Six months ended 30 June

#BZ6H30HL6fEA
2017 2016
HK$°000 HK$'000
THET FHET
The charge comprises: B
Current tax: ANERTRIR
PRC Enterprise Income Tax (“EIT") PRI EFTISH 59,862 46,881
Withholding tax on dividend income A B A TR 15,398 -
Deferred tax: IRIERIA -
Current period RNEE 1,764 253
77,024 47,134
The Group's major business is in the PRC. Under the Law of the REENFEXBLNTE - BIEF
PRC on EIT and its Implementation Regulation, the tax rate of the CEMRSTEMERAFVIEEHIK
PRC subsidiaries is 25%. Bl - REME AR 2K A25% o
For the year 2016 and 2017, Jiangsu Lee & Man Chemical Limited MR2016F 20174 - AVIERIE /v T
was entitled to a reduced EIT rate of 159% as it has been qualified as BRARN(NIFEX])BSEEHAE R
a High and New-Tech Enterprise. EER - FTUEBRRIEZ15%D XE/1F
T o
No provision for Hong Kong Profits Tax is made for both periods P 7 5% P (8 BR A 3 M FE AT AR AR - AR
since there is no assessable profit for both periods. REBEBNEH -

11
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8. PROFIT FOR THE PERIOD 8. HIRER

Six months ended 30 June

BZE6H30HL6fEA
2017 2016
HK$'000 HK$'000
THET FHET
Profit for the period has been arrived at after ~ BiR R 2 40 -
charging:
Directors’ emoluments EEH 7,675 4,885
Other staff costs H AR B R A 88,196 77,982
Retirement benefit schemes contributions RRREFIEH B
(excluding directors) (EEBRIN) 5,663 4018
Total staff costs 8 TRAARER 101,534 86,885
Cost of inventories recognised as expenses R/ HNFERAR 719,509 513,501
Depreciation of property, plant and equipment 493 « s MRz TE 141,433 87,091
Amortisation of prepaid lease payments TE A HE B SR IE 1,283 1,352
Amortisation of intangible assets included in  FFASHER A Z S A E# Y
cost of sales 561 584
Total depreciation and amortisation rEREIHEGET 143,277 89,027
Capitalised in inventories BEtAFE S5 (124,887) (77,017)
18,390 12,010
9. DIVIDENDS 9. KB
Six months ended 30 June
BZ6A30HL6MEA
2017 2016
HK$'000 HK$'000
FHET FHET
Final dividend paid during the period: HAIN B IR 2 REARRE. -
2016 final dividend HK4.0 cents per share 2016F REAIR B /% 4.0/ 1L
(2015: HK5.0 cents) (2015 : 5.07(l) 33,000 41,250
Interim dividend declared subsequent to DTk FEHRE
period end:
2017 interim dividend HK10.0 cents per share 20174 HiA% & &A% 10.0585 1l
(2016: HK5.0 cents) (2016 : 5.0%4l) 82,500 41,250
The Board has declared that an interim dividend of HK10.0 cents EEEHATIREZE2017F6A30H 1
(2016: HK5.0 cents) per share for the six months ended 30 June 618 A 2 EiAR B &A% 10.07811 (2016 :
2017 to shareholders whose names appear in the Register of 5.071lL) T 2017F9 A 158 &5 IR
Members on 15 September 2017. BMAZ R -

12



10. EARNINGS PER SHARE

10.

The calculation of the basic earnings per share from attributable to
the owners of the Company is based on the following data:

Interim Report 2017 FEAZR%

BREF

SUEMEB RSNt B SR EREN
THE NI BIREE

Six months ended 30 June

BZ6A30HL6MEA
2017 2016
HK$'000 HK$'000
THERT FHETT
Earnings for the purpose of basic AUGESRERET 2
earnings per share 27 241,482 119,250
Number of Number of
Shares Shares
ROBE fxingr s
Number of ordinary shares for the purpose UG E BRETZFE
of basic earnings per share T mARER 825,000,000 825,000,000
Effect of dilutive potential ordinary shares: TERECESYE
Share options BNk E 5,843,000 -
Weighted average number of AT ESREE RN
ordinary shares for the purpose of RNt
diluted earnings per share 830,843,000 825,000,000
ADDITIONS TO PROPERTY, PLANT AND EQUIPMENT 1. FEYE  BERSRE

During the period, the Group spent approximately HK$274 million
(2016: HK$194 million) on property, plant and equipment to

expand its operation.

13

HA - KEBEMWE BMEMEKREBEREE
#2748 (2016 : 1.94B87T) * A
BEEBEEY -
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12.

13.

INVENTORIES 12. B8

At At
i N
30.06.2017 31.12.2016
HK$'000 HK$'000
FExT FET
Raw materials and consumables MR R FEFR SR 201,676 152,680
Work in progress TE il am 23,853 18,271
Finished goods 1 5% SB 107,480 60,895
333,009 231,846

TRADE AND OTHER RECEIVABLES 13. EWESZ REMFIE

The Group generally allows its trade customers an average credit
period ranged from 7 to 60 days.

Included in the balance are trade and bills receivables of
approximately HK$397,688,000 (31.12.2016: HK$219,722,000).
The aged analysis of trade and bills receivables based on the invoice
date at the end of the reporting period is as follows:

AEE-RETESIEFZRIERBATY
BTE60K °

EWE S REMFERERBEER R E
¥ #1 397,688,000 /%8 7T ( 31.12.2016 :
219,722,000 70)  FEYERF R EHER
HEERQRBEAQBRESITOT

At At

30.06.2017 31.12.2016

HK$'000 HK$'000

FET FH&T

Not exceeding 30 days THE@E3I0K 220,387 153,699
31 to 60 days 31260K 80,600 40,593
61 to 90 days 61E90K 47,498 15,858
91 to 120 days 91E120K 30,618 5,102
Over 120 days FRE120K 18,585 4,470
397,688 219,722

Prepayments FafRtR 97,917 40,074
Deposits to suppliers At EETT 2 25,514 40,745
Value-added tax receivables FEWIE(E LTS 105,256 119,654
Other receivables H A U R 9,809 5,685
Total trade and other receivables JEWE 5 M EMFRIEAR 636,184 425,880

14
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14. TRADE AND OTHER PAYABLES 14. ERNESRAEMRIE
Trade and other payables principally comprise amounts outstanding ERESREMRBETERIEEHEER
for trade purchases and ongoing costs. The average credit period LEBRASKAZANE BHBEZ
obtained for trade purchases is 7 to 45 days. FEREREIRTEASK ©
Included in trade and other payables are trade and bills payables of JENTE 5 R EAMFIEBFRNERLE
approximately HK$132,561,000 (31.12.2016: HK$95,530,000). % #7132,561,000 % 7T (31.12.2016 :
The aged analysis of trade and bills payables based on the invoice 95,530,000 7T) * ERTIRR R RIBER 4
date at the end of the reporting period is as follows: BRREZAMZRESTOT -
At At
S S
30.06.2017 31.12.2016
HK$'000 HK$'000
THET FHBT
Not exceeding 30 days TEEE30KR 83,715 63,217
31 to 60 days 31260K 19,202 9,662
61 to 90 days 61E290K 5,686 7,774
Over 90 days 90K A | 23,958 14,877
132,561 95,530
Receipt in advance Faus R 70,602 47,800
Construction costs payable and accruals ENIRRKLERER
(note i) (K1ai) 121,556 118,990
Value-added tax accruals JERHE(ETIIE 9,090 7,271
Other payables (note i) HAb PR SR (A2t 74,515 93,536
Other accruals HibiEiRE R 21,413 18,572
Total trade and other payables e B 5 REAMFIAS T 429,737 381,699
notes: izt :
i The balance of construction costs payable and accruals comprises non-current i. ERIRERLBAREABEIRTHEN
construction costs payables of HK$13,106,000 (31.12.2016: HK$26,299,000). T #2 3 7% 13,106,000 % 7T ( 31.12.2016 :

26,299,000/ 7T) °

i.  The balance of other payables comprises non-current other payables of i. H ) FE A5F 3R B 4E JE 7 B FE 1 51 /226,796,000
HK$26,796,000 (31.12.2016: NIL). 7570(31.122016 + &) ©
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Interim Results
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15. SHARE CAPITAL 15. A&
Number of
ordinary
shares Amount
EBEROEA &H
HK$'000
FAT
Ordinary shares of HK$0.1 each: BREEET il :
Authorised: ERE
At 1 January 2016, 30 June 2016, R2016F 1818 ~ 2016%F
1 January 2017 and 30 June 2017 6A30H 20171 1B R
201796 A30H 5,000,000,000 500,000
Issued and fully paid: BITRER -
At 1 January 2016, 30 June 2016, R2016F1H1H - 20165
1 January 2017 and 30 June 2017 6A30H 20171 1B R
201796 A30H 825,000,000 82,500
16. CAPITAL COMMITMENTS 16. BEAEE
At At
30.06.2017 31.12.2016
HK$000 HK$'000
FExT FAT
Capital expenditure contracted for but not EETAME AR ARAR S B 5 ik
provided in the condensed consolidated BB EARM W
financial statements in respect of the
acquisition:
— property, plant and equipment —BEDE  BERK 185,402 278,093
— intangible assets —BETERE 22,152 8,422
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17. CONNECTED AND RELATED PARTY TRANSACTIONS

During the interim period, the Group had significant transactions
with related parties, certain of which are also deemed to be
connected parties pursuant to the Listing Rules. Significant
transactions with these parties during the interim period are as

follows:

17. BEXRS

Interim Report 2017 FEAZR%

RAFRHIERE - AEEEAEALGET
AT TRRKRE LR BARE SRS
ADVETEARS » NhHIHEEZE
ATETHERAR ST

Six months ended 30 June

B Z6A30HL6MEA
2017 2016
Connected parties Relationship Nature of transactions HK$'000 HK$'000
BER 2D REME THET TBT
Lee & Man Paper A company beneficially Electricity & steam fee paid 33,617 32,027
Manufacturing Ltd. owned and controlled by B4 ERERE
BGERBR AR Mr. Lee Wan Keung
BEERTEEREAER Loading expense paid 4,400 5,239
2| PA/N| ENRHER
Rental expense paid 860 917
EfNEEER
Sales of chemical products 12,750 7,191
HELTER
Electricity & steam fee 18,635 18,346
received
EWEBERERE
Rental income received 951 665
B S WA

18. REVIEW OF INTERIM ACCOUNTS

The condensed consolidated interim financial statements are
unaudited, but have been reviewed by the Audit Committee.
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LEE & MAN CHEMICAL COMPANY LIMITED ¥2EX{t THRA A

Interim Results
q:l % “‘4\

19. EVENTS AFTER THE END OF THE REPORTING PERIOD 19. EHBEREE
Share Option Scheme B RESTE

Subsequent to the end of the current interim period, the Company's
new share option scheme (“the Scheme”) was adopted pursuant to
a resolution passed on 14 July 2017 for the purpose of providing
incentives to Mr. Lee Man Yan (“Mr. Lee"), an executive director and
chief executive officer of the Company. Under the Scheme, Mr. Lee
was conditionally granted 82,500,000 options representing 10% of
the total issued share capital of the Company.

The purpose of the Scheme is to reward Participant who have

RAFEEERE - AARRE-F
—tFEATEEBBN —HRZERK
MFTIER R B ([3Z5T 81 )) - LAAR
AEENRERATEETNBEEE(FE
A DR E) - BIBZETE - BIRER
F 2 4 482,500,000 RS - HHE R
AR B BEITIRAAI10% ©

ZATE B H B BRI R AEEIEL

contributed or will contribute to the Group and to encourage BRlz28E  WHE2HEERANT
Participant to work towards enhancing the value of the Company DHBERZBEND - MAOREAAR
and its Shares for the benefit of the Company and its Shareholders AIRHRM ZEE - ZaT AR -

as a whole. The Scheme expressly provides that the Board may with
respect to each grant of Options, determine the Subscription Price (in
compliance with Rule 17.03(9) of the Listing Rules), the minimum
period (if any) for which an Option must be held before it can be
exercised, performance targets (if any) and other conditions that
apply to the Options.

The Options granted on 14 July 2017 will vest on 1 April 2022.

REBARKLBRENS  EFGAET
REECER EHHRRIFE17.0309) %)
REBRRER TITERRI M ARERERE Y
RESR(ME)  KAEBF(WHE) LE
AR 2 ELAD 51T o

RZF—tFEATMOARDABRE

They will be exercisable by Mr. Lee during the period from 1 April BR-ZZE-_—FUA—HEEB - ih%E
2022 to 31 March 2027 if the Group achieves the following BiEBUATRIREE  ZSHBREST

performance targets:

@) all the 82,500,000 Options will be exercisable from 1 April
2022 to 31 March 2027 (both dates inclusive) if the net profit
for the Group's financial year ending 31 December 2021
equals or exceeds 150% of the net profit for the Group's
financial year ended 31 December 2016 of HK$216,195,000;
or

(i) if the net profit for the Group's financial year ending 31
December 2021 cannot be achieved as per (i) above, the
82,500,000 Options will be exercisable from 1 April 2023 to
31 March 2027 (both dates inclusive) if the net profit for the
Group's financial year ending 31 December 2022 equals or
exceeds 160% of the net profit for the Group's financial year
ended 31 December 2016 of HK$216,195,000.
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19. EVENTS AFTER THE END OF THE REPORTING PERIOD

(CONTINUED)
Share Option Scheme (Continued)

The exercise price of the options conditionally granted to Mr. Lee is
HK$3.72, which was determined at the Board meeting on 13 June
2017 by reference to the highest of (i) HK$0.1, being the par value
of a Share, (i) HK$3.72, being the closing price of the shares as
stated in the daily quotations sheets issued by the Stock Exchange
on the date of the above Board meeting approving the exercise
price and the grant, and (iii) the average closing price of the Shares as
stated in the daily quotations sheets issued by the Stock Exchange
for the five trading days immediately preceding the date of the
above Board meeting approving the exercise price and the grant.

Share option expense was not recognised in the general and
administrative expenses of the condensed consolidated statement
of profit or loss and other comprehensive income for the six months
ended 30 June 2017, as the Scheme was pending to be passed at
the Extraordinary General Meeting held on 14 July 2017, and the
effect of expense is minimal.

The estimated fair value of the share options conditionally
granted under the Scheme on 13 June 2017 was approximately
HK$105,000,000, calculated using the Binomial Model (the
“Model"). The inputs into the Model were as follows:

Interim Report 2017 FEAZR%

19. REHBREE(E)

SEIRRERT8I(2)

BRURTERECEREZTEES
3BT BN ZE—+FENA+=H
NEESLRE2ETI =8 28KA
EeEAE)ET () 01787 - BIRD
EE (R ETEERE@ERE 2 L
mEEegRE A EHIMEL &R
WERM 2BRDWTHEIT2ET - &
(iREERAETHEEREEREME
AEiZEEegmgAnAERSAE
B FREEH 2 & A ME RS 2 & F
HIRTE °

BRZAEEFR_ZE—tF LA TH
HETHRERSNAE @8 - kX
R ERMTRE  BIRERXITRR
HE-Z S A=THILFENH
AFEER Rk EMEAKRRNITHE
TR -

R-E—+EXA+=REBEERTZ
AR #E 2 N R E1E A% 105,000,000%8
L FRAZEAERETE([HEA )
o BARAZWT ¢

Share options

with an exercisable
period from

1 April 2022 to

31 March 2027

B E TSR

1.4.2022%

31.3.2027

Share price at date of grant RELBEZRE HK$3.72
37287

Exercise price IEE HK$3.72
37287

Expected volatility TEEDR I8 37.022% per annum
BF37.022%

Expected life of share options Rt TE BR 4 HR 9.8 years
9.8%F

Expected dividend yield TEEAAR B & 2.42%
Risk-free rate RN X 1.220%
Suboptimal Exercise Factor IR REE 3.32
Fair value of share option Bz AR EE HK$1.28
1.28/87C
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19. EVENTS AFTER THE END OF THE REPORTING PERIOD
(CONTINUED)

Share Option Scheme (Continued)

Fair values of ordinary share were estimated by the directors with
reference to the valuation carried out by an independent firm of
professional valuers.

Expected volatility was determined by using the historical volatility
of the Company’s share price. The expected life used in the model
has been adjusted, based on management's best estimate, for the
effects of non transferability, exercise restrictions and behavioural
considerations.

The risk free interest rate was estimated based on the yield of 5-year
exchange fund note issued by the Hong Kong Monetary Authority as
of the grant date.

The variables and assumptions used in computing the fair value of
the share options are based on the directors’ best estimate. The
value of an option varies with different variables of certain subjective
assumptions.

INTERIM DIVIDEND

The Board has declared an interim dividend of HK10.0 cents per share
for the six months ended 30 June 2017 to shareholders whose names
appear on the Register of Members on 15 September 2017. It is
expected that the interim dividend will be paid around 27 September
2017.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed from 13
September 2017 to 15 September 2017, 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 September 2017.
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Management Discussion and Analysis

BEEFWN D

BUSINESS REVIEW

For the six months ended 30 June 2017, the Group recorded a revenue
of approximately HK$1,253 million, increased by 54.6% as compared to
last corresponding period; and a net profit for the period of approximately
HK$241 million, representing an increase of 102.5% year on year.

The Group's gross profit margin was 42.6%, increased by 6 percentage
point as compared to the same period last year and net profit margin of
19.3% which was increased by 4.6 percentage points for the period. The
main contribution was come from the higher sales volume and product
selling price, which increase the profit margin of the Group.

PROSPECTS

Since the first and second phase production lines of the Jiangxi plant
of the Group were officially put into production, our new plant has
contributed profit to the Group.

The Group will undertake the third phase development project of the
Jiangxi plant in the second half of the year so as to increase sales volume
of our products. In addition, the Group has always committed itself to
new product research and development, employing scientific research
experts who possess rich chemical experience and in acquiring more
scientific research equipment, so as to continually expand and enhance
the internal research and development team. It is expected that new
products and performance coating can be successfully developed this
year to meet the future development of refined chemical.

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 2017, the Group’s revenue and
net profit were approximately HK$1,253 million and HK$241 million
respectively, representing an increase of 54.6% and an increase of
102.5% respectively, as compared to approximately HK$810 million and
HK$119 million respectively for the corresponding period in the last year.
The basic earnings per share was HK29.3 cents for the six months ended
30 June 2017 and HK14.5 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 2017, the Group recorded a
revenue of approximately HK$1,253 million, representing an increase
of HK$443 million or 54.6% as compared to last corresponding period.
The increase in sales was mainly attributable to a rise in unit selling
price of major products and an increase in the production capacity of
different production lines of our new plant in Jiangxi. As compared to last
corresponding period, the average selling price per ton of the Group's
products methylene chloride and chloroform was about RMB2,472 and
RMB2,086, increased by approximately 19% and 8% respectively. The
average selling price per ton of polytetrafluoroethylene was RMB53,783,
increasing by approximately 71%, while the average selling price per
ton of by-product caustic soda was about RMB1,039, increasing by
approximately 57%. The actual production output of the main products
for the period was approximately 150,000 tons for CMS products,
approximately 3,600 tonnes for polytetrafluoroethylene, approximately
220,000 tons for 100% dry basis caustic soda while for 27.5% hydrogen
peroxide was approximately 60,000 tons.

Selling and distribution expenses

Selling and distribution expenses incurred for the six months ended 30
June 2017 was approximately HK$75 million, representing an increase
of approximately HK$17 million as compared to HK$58 million for last
corresponding period. The increase was mainly due to the proportional
increment in transportation and packaging costs arising from increase in
sales volume. The selling and distribution expenses represented about
5.99% of the total revenue for the period, representing a fall as compared
to 7.2% of last corresponding period.

General and administrative expenses

General and administrative expenses incurred for the six months ended
30 June 2017 was approximately HK$81 million, which increased by
approximately HK$14 million as compared to HK$67 million for the same
period last year. The rise was mainly due to increase in wages of senior
management and employees, and increase in depreciation expenses
of newly built offices and new equipment. General and administrative
expenses represented approximately 6.5% of the total revenue for the
period, representing a fall from 8.3% in corresponding period last year
and were kept at a reasonable level.

Finance costs

The net interest expenses incurred for the six months ended 30 June
2017 was approximately HK$37 million, which increased by HK$30
million as compared to HK$7million for last corresponding period.
Increase in interest expenses was mainly because all interests were
expensed after new plant was built and some interest of 2016 was
capitalized.
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LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

As at 30 June 2017, the total shareholders’ equity of the Group was
approximately HK$2,575 million (31.12.2016: HK$2,342 million),
current assets were approximately HK$1,295 million (31.12.2016:
HK$911 million) and current liabilities approximately HK§903 million
(31.12.2016: HK$851 million). The current ratio was 1.43 as at 30 June
2017 (31.12.2016: 1.07).

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 2017, the Group had outstanding bank
borrowings of approximately HK$2,243 million (31.12.2016: HK$1,969
million). These bank loans were secured by corporate guarantees
provided by the Company and its certain subsidiaries. As at 30 June
2017, the Group maintained bank balances and cash of approximately
HK$306 million (31.12.2016: HK$228 million). The Group’s net debt-to-
equity ratio (total bank borrowings net of cash and cash equivalents over
shareholders’ equity) was 75.23% as at 30 June 2017 (31.12.2016:
74.330%).

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 2017, the Group had a workforce of around 1,800
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.
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CONTINUING CONNECTED TRANSACTIONS AND CONNECTED
TRANSACTION DURING THE YEAR ENDED 31 DECEMBER
2016

Reference is made to the connected transactions of the Company as
disclosed in the 2016 annual report of Lee & Man Chemical Company
Limited (the "Company”). The Company would like to further supplement
as follows:

Related parties transactions

During the year ended 31 December 2016, the Company and its
subsidiaries (collectively, the “Group”) entered into certain transactions
with parties regarded as “related parties” under the applicable accounting
principles. Details of the related party transactions undertaken are set out
in note 37 to the consolidated financial statements in the 2016 annual
report of the Company.

The following related parties transactions are also connected transaction
and continuing connected transactions under Chapter 14A of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”). The Company had complied with the
disclosure requirements of such connected transaction and continuing
connected transactions in accordance with Chapter 14A of the Listing
Rules at the relevant time.
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CONTINUING CONNECTED TRANSACTIONS AND CONNECTED
TRANSACTION DURING THE YEAR ENDED 31 DECEMBER

2016 (CONTINUED)

Continuing connected transactions and connected transaction

The names of the parties to the discloseable continuing connected
transactions and connected transaction are as follows:

Guangdong Paper

Jiangsu Chemical

Jiangsu Paper

Jiangxi Chemical

Jiangxi Paper

Lee & Man
(International)
Investment Limited

LMP

Professor Chan
Albert Sun Chi

Guangdong Lee & Man Paper Manufacturing
Company Limited, a company established in the
PRC and an indirect wholly-owned subsidiary of
LMP

Jiangsu Lee & Man Chemical Limited, a wholly
foreign-owned enterprise established in the PRC
and an indirect wholly-owned subsidiary of the
Company

Jiangsu Lee & Man Paper Manufacturing Company
Limited, a wholly foreign-owned enterprise
established in the PRC and an indirect wholly-
owned subsidiary of LMP

Jiangxi Lee & Man Chemical Limited, a wholly
foreign-owned enterprise established in the PRC
and an indirect wholly-owned subsidiary of the
Company

Jiangxi Lee & Man Paper Manufacturing Company
Limited, a wholly foreign-owned enterprise
established in the PRC and an indirect wholly-
owned subsidiary of LMP

a company incorporated in Hong Kong with limited

liability and an indirect wholly-owned subsidiary of
the Company

Lee & Man Paper Manufacturing Limited, a
company incorporated in the Cayman Islands, the
shares of which are listed on the Stock Exchange

Currently an executive director of the Company
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CONTINUING CONNECTED TRANSACTIONS AND CONNECTED
TRANSACTION DURING THE YEAR ENDED 31 DECEMBER

2016 (CONTINUED)

Continuing connected transactions and connected transaction

(Continued)

Continuing Connected Transactions

Details of the continuing connected transactions are set out below:

Provision of services to generate steam and electricity to Jiangsu

Chemical
Date of agreement

Parties

Nature of
transaction
and purpose

Term of agreement

Annual caps

Actual transaction
amount for the
year ended 31
December 2016

9 February 2015
(i) Jiangsu Paper (as supplier)
(i) Jiangsu Chemical (as purchaser)

Under the agreement, Jiangsu Paper will provide
services to generate steam and electricity for
Jiangsu Chemical. The supply of services to
generate electricity shall be charged at RMB0.0684
(excluding value added tax) per kilowatt-hour.
The supply of services to generate steam shall be
charged at RMB25.641 (excluding value added
tax) per ton measured at the Jiangsu Paper's
metre.

3 years commencing with effect from 1 January

2015 up to and including 31 December 2017

For the year ended 31 December 2015:
RMB70,000,000 (approximately HK$87,500,000)

For the year ended 31 December 2016:
RMB70,000,000 (approximately HK$87,500,000)

For the year ending 31 December 2017:
RMB70,000,000 (approximately HK$87,500,000)

HK$65,740,639
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CONTINUING CONNECTED TRANSACTIONS AND CONNECTED
TRANSACTION DURING THE YEAR ENDED 31 DECEMBER

2016 (CONTINUED)

Continuing connected transactions and connected transaction

(Continued)

Continuing Connected Transactions (Continued)

Provision of services to generate steam and electricity by Jiangxi

Chemical
Date of agreement

Parties

Nature of
transaction
and purpose

Term of agreement

Annual caps

Actual transaction
amount for the
year ended 31
December 2016

9 February 2015

(i) Jiangxi Chemical (as supplier)

(ity Jiangxi Paper (as purchaser)

Under the agreement, Jiangxi Chemical will
provide services to generate steam and electricity
for Jiangxi Paper.

3 years commencing with effect from 1 January

2015 up to and including 31 December 2017

For the year ended 31 December 2015:
RMB40,000,000 (approximately HK$50,000,000)

For the year ended 31 December 2016:
RMB53,000,000 (approximately HK$66,250,000)

For the year ending 31 December 2017:
RMB53,000,000 (approximately HK$66,250,000)

HK$34,726,797
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LEE & MAN CHEMICAL COMPANY LIMITED ¥2EX{t THRA A

Other Information
Hir &R

CONTINUING CONNECTED TRANSACTIONS AND CONNECTED
TRANSACTION DURING THE YEAR ENDED 31 DECEMBER
2016 (CONTINUED)

Continuing connected transactions and connected transaction
(Continued)

Continuing Connected Transactions (Continued)
Jiangsu Lease Agreement
Date of agreement 9 February 2015
Parties (i) Jiangsu Paper (as lessor)

(i) Jiangsu Chemical (as lessee)
Nature of

transaction
and purpose

Under the agreement, Jiangsu Paper (as lessor)
will lease the use of office spaces and properties
to Jiangsu Chemical (as lessee) located at Lee &
Man Road, Yan Jiang Industrial Park, Changshu
Economic Development Zone, Jiangsu Province,
PRC and as further described below:

1)  third floor office space (at a monthly rate of
RVB6,972)

2) staff quarters (at @ monthly rate of RMB538
per room)

3) guestrooms (to be determined based on
actual daily usage at a daily rate of RMB30
per room)

Term of agreement 3 years commencing with effect from 1 January
2015 up to and including 31 December 2017

Annual caps For the year ended 31 December 2015:

RMB5,000,000 (approximately HK$6,250,000)

For the year ended 31 December 2016:
RMB5,000,000 (approximately HK$6,250,000)

For the year ending 31 December 2017:
RMB5,000,000 (approximately HK$6,250,000)

Actual transaction
amount for the
year ended 31
December 2016

HK$1,790,946
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CONTINUING CONNECTED TRANSACTIONS AND CONNECTED HEBZE-—Z—<E+=-HA=+—HIEE

TRANSACTION DURING THE YEAR ENDED 31 DECEMBER

2016 (CONTINUED)

Continuing connected transactions and connected transaction

(Continued)

Continuing Connected Transactions (Continued)

Jiangxi Lease Agreement

Date of agreement

Parties

Nature of
transaction
and purpose

Term of agreement

Annual caps

Actual transaction
amount for the
year ended 31
December 2016

SIFREE RS
9 February 2015 e =R
() Jiangxi Chemical (as lessor) HEP:

(it) Jiangxi Paper (as lessee)

Under the agreement, Jiangxi Chemical (as lessor) REMER
will lease the use of properties to Jiangxi Paper (as Ry
lessee) located at Ma Tou Industrial City, Ma Tou

Town, Rui Chang City, Jiangxi Province, PRC and as

further described below:

1) staff quarters (at a monthly rate ranging from

RMB538 to RMB1,250 per room)

2) guestrooms (to be determined based on

actual daily usage at a daily rate of RMB30

per room)
3 years commencing with effect from 1 January  i# &SR
2015 up to and including 31 December 2017

For the year ended 31 December 2015: FELR
RMB5,000,000 (approximately HK$6,250,000)

For the year ended 31 December 2016:
RMB5,000,000 (approximately HK$6,250,000)

For the year ending 31 December 2017:
RMB5,000,000 (approximately HK$6,250,000)

HK$1,281,890 BE
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CONTINUING CONNECTED TRANSACTIONS AND CONNECTED
TRANSACTION DURING THE YEAR ENDED 31 DECEMBER

2016 (CONTINUED)

Continuing connected transactions and connected transaction

(Continued)

Continuing Connected Transactions (Continued)

Supply of industrial chemical products by Jiangsu Chemical to

Jiangsu Paper
Date of agreement

Parties

Nature of
transaction
and purpose

Term of agreement

Annual caps

Actual transaction
amount for the
year ended 31
December 2016

9 February 2015
(i) Jiangsu Paper (as purchaser)

(ity Jiangsu Chemical (as supplier)

Under the agreement, Jiangsu Paper will purchase
various industrial chemical products from Jiangsu
Chemical at a price based on the prevailing market
price per ton agreed between the parties at the
relevant time.

3 years commencing with effect from 1 January

2015 up to and including 31 December 2017

For the year ended 31 December 2015:
RMB30,000,000 (approximately HK$37,500,000)

For the year ended 31 December 2016:
RMB30,000,000 (approximately HK$37,500,000)

For the year ending 31 December 2017:
RMB30,000,000 (approximately HK$37,500,000)

HK$6,922,369
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CONTINUING CONNECTED TRANSACTIONS AND CONNECTED
TRANSACTION DURING THE YEAR ENDED 31 DECEMBER

2016 (CONTINUED)

Continuing connected transactions and connected transaction

(Continued)

Continuing Connected Transactions (Continued)

Supply of industrial chemical products by Jiangsu Chemical to

Guangdong Paper
Date of agreement

Parties

Nature of
transaction and
purpose

Term of agreement

Annual caps

Actual transaction
amount for the
year ended 31
December 2016

27 June 2014

(i) Jiangsu Chemical (as supplier)

(i) Guangdong Paper (as purchaser)

Under the agreement, Guangdong Paper will
purchase industrial chemical products from Jiangsu
Chemical on normal commercial terms and at a
price based on the prevailing market price per ton
at time of placing order by Guangdong Paper.

27 June 2014 to until 31 December 2016

For the year ended 31 December 2014:
RMB12,000,000 (approximately HK$15,000,000)

For the year ended 31 December 2015:
RMB12,000,000 (approximately HK$15,000,000)

For the year ended 31 December 2016:
RMB 12,000,000 (approximately HK$15,000,000)

HK$6,885,072
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Other Information
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CONTINUING CONNECTED TRANSACTIONS AND CONNECTED
TRANSACTION DURING THE YEAR ENDED 31 DECEMBER
2016 (CONTINUED)

Continuing connected transactions and connected transaction
(Continued)

Continuing Connected Transactions (Continued)

Mr. Lee Wan Keung Patrick is the ultimate controlling shareholder of LMP.
Mr. Lee Wan Keung Patrick is also the ultimate controlling shareholder
of the Company (through his shareholding interest in Fortune Star
Tradings Ltd, the controlling shareholder of the Company). Accordingly,
Jiangsu Paper, Jiangxi Paper and Guangdong Paper (all being indirect
wholly-owned subsidiaries of LMP and therefore associates of Mr. Lee
Wan Keung Patrick) are connected persons of the Company and the
above transactions constitute continuing connected transactions of the
Company.

For further details of the above transactions, please refer to the
announcement of the Company dated 27 June 2014 and the joint
announcement of the Company and LMP dated 9 February 2015.

In accordance with Rule 14A.55 of the Listing Rules, the independent
non-executive directors of the Company reviewed the continuing
connected transactions disclosed in this report and confirmed that the
transactions were entered into:

(i) inthe ordinary and usual course of business of the Group;
(i) on normal commercial terms or better; and

(iii) according to the relevant agreement governing them on terms that
are fair and reasonable and in the interests of the shareholders of
the Company as a whole.

Pursuant to Rule 14A.56 of the Listing Rules, the Company’s auditor was
engaged to report on the Group's continuing connected transactions in
accordance with Hong Kong Standard on Assurance Engagements 3000
(Revised) “Assurance Engagements Other Than Audits or Reviews of
Historical Financial Information” and with reference to Practice Note 740
“Auditor’s Letter on Continuing Connected Transactions under the Hong
Kong Listing Rules” issued by the Hong Kong Institute of Certified Public
Accountants. The auditor has issued a letter to the Company’s directors
confirming nothing has come to the auditor's attention that causes the
auditor to believe that the continuing connected transactions disclosed in
this report:

(i) have not been approved by the Company's board of directors;
(i) for transactions involving the provision of goods or services by
the Group, the transactions were not, in all material respects, in

accordance with the pricing policies of the Company;

(i) were not entered into, in all material respects, in accordance with
the relevant agreements governing such transactions; or

(iv) have exceeded the annual cap as set by the Company.

32

REBE-Z-AXF+-A=+—HILHFE
NFERERZ RBERS (F)

FEREXSRBERS(E)

FEBER S (E)

FEREEREERNZBZERRRE
FERFRETAARNRANELIZERKER(E
BERARTFRR R Fortune Star Tradings
Ltd(Fortune Star) =z i) o Btk - JTERIEAR
T PEMR N ERER (M RIESCERMRE S
BEMBRR RFEREENBEAL)RE
NEIMBEEALT - RIA LR SERARAN
FERERS -

W ERSHE—SEFE  BELHEAQFHE
ABZE-—NUEXAZ+TEHAHAH  LEK
NEINMEXERBR AT —HF - ANH
RBEE N o

RYE FRBIE 14A551% - KR RIE L IEH
TEERTNARENMEENZEBRELS
WHEREHERS

() TIRAEE—REAEEBBIEPRIL
(i) B—MRAEEBOBEGERRL - &

(iy RBEREBBRH 2 HEMZERIZAF
AEANAARR M REBEHN G 5
FKRIL

Bi% TR B 14A5616 - ANQ % S EmE
ZEBREESSHMASRGNEBLELEE
TEAERZ0005R (KUEET ) FE 2 B 75 & kHagix sk,
ERIMNYEL TIE W2 ZE B HAZE740
SRIEE EMRARENRERER HZH
BRER 1 LA B 2 I BRE R S EITRE
IREBRMERARREERL DKM - E
REETNEEFERSIEMEREERS
RREFMBPEENFEBER S -

() REARBEZZHME:

(i) BFRAARRBREE@ARBHR
% BERMABEERTHRRAEEDN
TE BT 5

(iy MERMEEXRT BREEREHHER
AVARN-1

(v) BBARBRENFELR -



CONTINUING CONNECTED TRANSACTIONS AND CONNECTED
TRANSACTION DURING THE YEAR ENDED 31 DECEMBER
2016 (CONTINUED)

Continuing connected transactions and connected transaction
(Continued)

Connected transaction
Acquisition of property from Professor Chan Albert Sun Chi
Date of agreement 4 May 2016
Parties (i)  Professor Chan Albert Sun Chi

(i) Lee & Man (International) Investment Limited
Nature of

transaction
and purpose

Lee & Man (International) Investment Limited
purchased the property (the “Property”) located at
workshop D35, 17/F, Wah Lok Industrial Centre
(Phase 1), Nos. 31-35 Shan Mei Street, Shatin,
New Territories from Professor Chan Albert Sun
Chi in order to establish an information research
centre.

Consideration The consideration for the purchase of the Property
was HK$5,480,000.

At time of the acquisition of the Property, Professor Chan Albert Sun Chi
was a proposed executive director of the Company and was a director of
Lee & Man (International) Investment Limited (an indirect wholly-owned
subsidiary of the Company) and was therefore a connected person of the
Company at the subsidiary level. The acquisition therefore constituted a
connected transaction for the Company under Chapter 14A of the Listing
Rules.

For further details of the above transaction, please refer to the
announcement of the Company dated 4 May 2016.

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.
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DIRECTORS’ INTERESTS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 30 June 2017, 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

ESRRG - HEROREEE D 2ERS

R2017F6 A308 » ARBEEREETH
INEDEd i YNNG E W Sl N
(& RFEHNMIEERGIEXVER) 285 - 18
Bk REEETR  HEREBEESFLHAER
BIEXVBETRSDHEMNEARRE KB
B~ skE AR IRIEE 5 R HAE R BIE352 16
AFEZERM  SHERELTRENZ EH
REEBETEFRHZESTA([1RESF

BI DS ARRAR R AT 2 s KRBT

(a) REQIARGBZHFE
RAREFRR01B T2 LB

Percentage of the issued
share capital of

Name of director Capacity ordinary shares held the Company

FREE 8T EERDB BT
EEpA 14 HEROHE RAEB DL
Mr. Lee Man Yan Held by controlled corporation 618,750,000 (Note) 75%

FXRELE REIEAERA

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

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

Name of associated

(Baz)

HfiF - &t % 5 TY B Fortune Star Tradings Ltd.
([Fortune Star])#% 5 -

(b) RAERQXBMEEEEZRDHER

Percentage of
the issued shares

Number of issued of the associated

Name of director Capacity company ordinary shares held company

FisE #1T {HEESEEE BT
EEpnA =37 HEEE AR EERHE g A=l
Mr. Lee Man Yan Beneficial owner Fortune Star 45 (Note) 459%
FXRBEE BEnEAA (#1at)

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 2017, 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 2017, 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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Percentage of the issued
share capital of

Name of director Capacity ordinary shares held the Company

B 8T ERDBE BT
EEnA B4 HEBEROHE RAEBDL
Fortune Star Beneficial owner 618,750,000 75%

EmBEAA

Other than disclosed above, as at 30 June 2017, 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 2017.
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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 2017.

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 2017.

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 2017.

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, 21 August 2017
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