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

Interim Results
hHEIEE

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 2018 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 2018

BYCTERAR(ARB NEESMAR
AR REMBRAR([AER ] EZ
20186 8300 IE61E A 2 A& T|IZ P HIZE
4 BRIEFRBLEHTFOT ¢
HRGeERREMEEmKER
HZE2018%6A308 1F61EA

Six months ended 30 June

BZE6H30HL6MEA
2018 2017
(Unaudited)  (Unaudited)
(REER) (CREER)
Notes HK$°000 HK$'000
Hist FHET FAT
Revenue WA 384 1,953,247 1,252,591
Cost of sales SHERAR (1,000,828) (719,509)
Gross profit ES 952,419 533,082
Other income HipUA 5 44,797 14,218
Other gains and losses Hab s MEE 6 4,997 (514)
Selling and distribution costs SHE M SHA AR (108,787) (74,477)
General and administrative expenses THER (105,312) (81,386)
Research and development cost e & A (77,064) (45,334)
Finance costs A& KA (45,279) (37,004)
Net exchange gains b 5 F U Es 3,174 10,385
Share of loss of joint ventures L& B EEE (33) (470)
Share of loss of an associate FE(GEE & b X B8 (16) -
Profit before taxation R A& A 668,896 318,506
Income tax expense FriSHisZ i 7 (124,117) (77,024)
Profit for the period HE R 8 544,779 241,482
Other comprehensive income (expenses): HfttZ2EWE (ZH) :
Items that will not be reclassified to HETSEH28EE
profit or loss: BE2EAE
Exchange differences arising on translation R E M EE B E X Z5 (10,131) 24,076
Share of other comprehensive (expenses) ElEaahERBEhE L
income of joint ventures and an associate Hib2m ()W (425) 255
Other comprehensive (expenses) income B E M 2 (2 ) s
for the period (10,556) 24,331
Total comprehensive income for the period i 2HE UK HEEE 534,223 265,813
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR &SRS EXREMEKRSEER(ZE)
LOSS AND OTHER COMPREHENSIVE INCOME (CONTINUED)
For the six months ended 30 June 2018 HZE2018F6A30H1E61EA

Six months ended 30 June
B Z6H30A L6fE A
2018 2017
(Unaudited)  (Unaudited)
(REEZR) (REgEZ)

Notes HK$°000 HK$'000
Hiat THET FHET
Profit (loss) for the period attributable to: HiRZEF|(FE)BER :
Owners of the Company KRAREB A 545,354 241,482
Non-controlling interests FEVEAR A (575) -
544,779 241,482
Total comprehensive income (expenses) HIR2EUE (K H)
for the period attributable to: BEEEN
Owners of the Company ZAN/NCIE 2SN 534,754 265,813
Non-controlling interests FEER A & (531) -
534,223 265,813
Earnings per share: BRAF 10
— Basic (HK cents) — EARE) 66.1 29.3
— Diluted (HK cents) —#EE (B) 63.7 N/ATER
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Interim Results
hHEIEE

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL

AL B AR R

POSITION
At 30 June 2018 120186 A30H
30.06.2018 31.12.2017
(Unaudited) (Audited)
(REBEZ) (fe&E%)
Notes HK$'000 HK'000
Hist FET FiET
NON-CURRENT ASSETS FRBEE
Property, plant and equipment M - WE MR 11 3,921,898 3,825,753
Prepaid lease payments AN ERIE 153,279 155,023
Intangible assets EmVEE 107,218 108,833
Deposits paid for the acquisition of property, ~ BEEWE « MELZEZ BN
plant and equipment HiE- 70,484 93,131
Interests in joint ventures BREDE I ER 17,413 17,445
Interest in an associate B e 11,733 1,162
Loan to a joint venture BREDEZENR 96,865 96,865
Deferred tax asset EETH IR E = 24,616 24,893
Goodwill (RS 2,809 2,809
4,406,315 4325914
CURRENT ASSETS RBEE
Inventories PN 12 456,513 424217
Properties under development for sale FHENERFTME 118,614 89,298
Prepaid lease payments TR ERIE 4,462 4,462
Trade and other receivables JEWE 5 & E B 13 808,568 512,133
Amounts due from a joint venture FEWE & EEFHKIR 15,901 16,214
Amounts due from related companies FEUEAE A R FRIR 18,994 15,731
Bank balances and cash RITHEHR MRS 333,479 467,506
1,756,531 1,529,561
CURRENT LIABILITIES RBEE
Trade and other payables JERTE 5 R B Ath 58 14 493,462 478,706
Amounts due to related companies FETREE R BIFRIE 5,433 -
Taxation payable JER 1A 57,141 41,243
Deferred tax liabilities RIERIEBE 13,690 -
Bank borrowings — due within 1 year RITER— 1FREH 761,454 601,182
1,331,180 1,121,131
NET CURRENT ASSETS RBEEFHE 425,351 408,430
TOTAL ASSETS LESS CURRENT LIABILITIES 4% ER 7 BA & 4,831,666 4,734,344




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL

POSITION (CONTINUED)

Interim Report 2018 AR

ERGRE M BMRRR(E)

At 30 June 2018 720186 H30H
30.06.2018 31.12.2017
(Unaudited) (Audited)
(REEZ) (&%)
Notes HK$'000 HK'000
Bzt FHET FHET
NON-CURRENT LIABILITIES FRBEE
Other payables JE A LAt FRTE 14 45,615 28,494
Deferred tax liabilities BIETRIEA & 11,699 41,815
Bank borrowings — due after 1 year RITER— 15F& 5 1,294,487 1,569,601
1,351,801 1,639,910
NET ASSETS BEEFRE 3,479,865 3,094,434
CAPITAL AND RESERVES EXRf#E
Share capital [N 15 82,500 82,500
Reserves HE 3,385,835 2,999,873
Equity attributable to owners of the Company ~ ANREHH A FE(GEZ 3,468,335 3,082,373
Non-controlling interests FEPEAR MRS 11,530 12,061
Total Equity B 3,479,865 3,094,434
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Interim Results
FRERSE 4

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN

ERGEERE IR

EQUITY
For the six months ended 30 June 2018 EZE2018F6A30H1E6MEA
Non- Share Non-
Share Share distributable Safetyfund Translation option Special  Accumulated controlling Total
capital  premium reserve reserve reserve reserve reserve profits Total interests equity
BE  ROEE TUAKRE Z2ECRE  ENRE BRERE  RHRE  ZHEA A FBEREE  BEAE
HK§ 000 HK$000 HK$ 000 HK$ 000 HKg 000 HK§ 000 HK§ 000 HK$ 000 HK$ 000 HK§ 000 HK§ 000
TiEn TH#R Fin TER TER TEL T Fin TER TEL TiEn
(note ) (note i) (note ii)
W) () (Htii)
At 1 January 2017 HR2017£1A1H
(audited) (@Eh) 8§50 20307 33346 1447 (105459) S (973R) 2094160 2342025 - 230005
Proftfor the period iyl - - - - - - WA 14148 - WA
Other comprehensive expense  BIREH2 AR
for the period - - - - 24331 - - - 24331 - 24331
Totel comprehensive expense  ER2ER 125
for the period - - - - 24331 - - 241482 265813 - 265813
Dividend recognised as ERANEZRE
distrbution - - - - - - (330000 (33,000) - (33000)
Translerto non-distbuteble ~— EARA AREE
fesenve - - 26524 - - - (26524) - - -
At30 June 2017 2017464308
(unaudied) (#EEH) 8§50 20307 359970 1447 (81122) - (973R) 2276118 2574838 - 2574838
At 1 January 2018 201851418
(audited) (B2#) 82,500 20307 416,140 2,455 32,029 15313 (97362)  2,610991 3,082,373 12,061 3,094,434
Profit for the period BER - - - - - - 545354 545354 (575) 544,779
Other comprehensive income Hh 2 2E R
(expense) for the period (1t - - - - (10,600) - - - (10,600) 4 (10,556)
Total comprehensive income A2 Wi
(expense) for the period (S ik & - - - - (10,600) - - 545354 534,754 (531) 534223
Dividend recognisedas ~ ERRHRZRE
distribution - - - - - - (165,000)  (165,000) - (165,000
Recognition of equity settled #3ZoRALES
share based payments Bl - - - - 16,208 - - 16,208 - 16,208
At30June 2018 2018565308
(unaudited) (%BEH) 0,50 20307 416140 255 2429 31520 (97362) 2991345 3468335 11530 3479865
notes: Bt

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. Pursuant to the relevant regulation in the PRC, certain subsidiaries of the Company are

required to provide for safety fund reserve based on sales revenue.

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.

REPEARSNE([RE]R@ER - EHEMN
SVE RS R 1000 T iRE A (IR IEH B &5t
REEE)ETADIKEE - EEREBEREDRM
AAR50% © BB LAE D IRBBABRA]
TR DR AERHBAEFEER(NE) < R
BN TADIRFEERTEDIK

REFEEBER - BHARR ZFRRZHRE
HEHEAREREEDHE -

REE 2 FRIFE AR RIEB20015128 2 & E
FAEMBE 2B AR 2 RAEERARRCET
MAEE 25 -



NET CASH FROM OPERATING ACTIVITIES

INVESTING ACTIVITIES
Purchase of property, plant and equipment
Deposits paid for acquisition of property,
plant and equipment
Increase in investment in an associate
Purchase of intangible assets
Increase (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

Proceeds from settlement of derivative
financial instruments

Dividends paid

Repayment of bank borrowings

Interest paid

NET CASH (USED IN) FROM
FINANCING ACTIVITIES

NET (DECREASE) INCREASE 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

REEBREREFR

REES

BEVE  BELEE

BEVE BELEEREZ
Effrl &

kNI b g B il

BEEVEE

FEA SR FRIRIE AN OB 2>)

BEHAE

HEWE - BELEE
PRS5IR

REFHFAREFE

BMEEH
HEERITHEK
RETESRTA
P FE
EARLeS)
BIEIRITHER

ERFE
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BeRBRESEWORD) B INFE

HAZRERRESEEY
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HRZRERBSEEY

Interim Report 2018 FHA%R %

Six months ended 30 June

B Z6A30R L6fEA
2018 2017
(Unaudited)  (Unaudited)
(RBEZR) (REHFZR)
HK$°000 HK$'000
FExT FAT
467,306 132,277
(152,080) (133,343)
(109,915) (121,085)
(11,014) -
(293) -
11,358 (2,566)
3,438 1,062
525 41
(257,981) (255,891)
29,762 632,797
8,830 -
(165,000) (33,000)
(145,695) (370,670)
(45,279) (37,004)
(317,382) 192,123
(108,057) 68,509
467,506 228,091
(25,970) 8,975
333,479 305,575
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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”).

The functional currency of the Company is Renminbi (“RMB"), while
the condensed consolidated financial statements are presented in
Hong Kong dollars (“HK dollars”) as the Company is listed in Hong
Kong.

2. PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared on the historical cost basis except for certain financial
instruments that are measured at fair values at the end of each
reporting period.

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 2018 are the same
as those followed in the preparation of the Group's consolidated
financial statements for the year ended 31 December 2017.

In the current interim period, the Group has applied, for the first
time, certain new and amendments to Hong Kong Financial
Reporting Standards ("HKFRSs") and Interpretations issued by
the HKICPA that are mandatorily effective for the annual period
beginning on or after 1 January 2018 for the preparation of the
Group's condensed consolidated financial statement.

The application of the new and 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.
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PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

HKFRS 9 Financial Instruments/HKFRS 15 Revenue from
Contracts with Customers

The Group has performed an assessment on the impact of the
adoption of HKFRS 9 and HKFRS 15 respectively and concluded
that no material financial impact exists, and therefore no adjustment
to the opening balance of equity at 1 January 2018 was recognised.

REVENUE

All the Group's revenue for the period is derived from manufacture
and sales of chemical products.

SEGMENT INFORMATION
(a) Operating segments

HKFRS 8 requires operating segments to be identified on
the basis of internal reports about components of the Group
that are regularly reviewed by the chief operating decision
maker (“CODM"), being the Chairman of the Company, in
order to allocate resources to segments and to assess their
performance. The CODM reviews the Group's profit as a
whole, which is generated solely from the manufacture and
sale of chemical products and determined in accordance with
the Group's accounting policies, for performance assessment.
Therefore no separate segment information is prepared by the
Group.

(b) Geographical information
The Group's operations are located in the PRC. Most of the
Group's revenue from external customers is derived from the

PRC and most of the Group's non-current assets are located in
the PRC for both periods.

11
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4.

SEGMENT INFORMATION (CONTINUED) 4. DEERE)
(c) Revenue from major products (0 EEERBA
The following is an analysis of the Group's revenue from its REBEFEERWADTAT :
major products:
Six months ended 30 June
HZ6A30H6fEA
2018 2017
HK$'000 HK$'000
T T
Caustic soda 12 B 894,041 643,387
Chloromethane products R @ty 419,446 292,635
Polymers = FIE 235,222 185,397
Hydrogen peroxide BES 198,453 43,290
Fluorochemical products L TEM 93,262 61,620
Styrene-acrylic latex surface sizing agent KRB 35,136 3,568
Others Hh 77,687 22,694
1,953,247 1,252,591
(d) Information about major customers d) EEEFEFER
No customer contributed over 10% of the total revenue of the FEmESEHEREREEZ KA
Group in both periods. R AR E AU A B 1000
OTHER INCOME 5. HflA

Six months ended 30 June

B Z6A30R L6fEA
2018 2017
HK$'000 HK$'000
FExT FAT
Government grants EgiaR 21,895 4,764
Electricity and steam income RILE A REFWA 12,380 4,744
Scrap sales JEE TR A 3,727 2,392
Bank interest income IRITFEHA 3,438 1,062
Rental income WA 1,317 966
Interest income from a joint venture BERNFLZHBHWA 250 231
Others Efth 1,790 59
44,797 14,218

12
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OTHER GAINS AND LOSSES 6. HihhmREE

Six months ended 30 June

BZE6H30HL6fEA
2018 2017
HK$'000 HK$'000
FTHET FHET
Net gain on settlement of derivative TEeBMIARE Y
financial instruments F 8,830 -
Loss on disposal of property, BREMHE  BER
plant and equipment RGBS (3.833) (502)
Net loss from changes in fair value of PTESRIARNTEZS
derivative financial instruments FEE - (12)
4,997 (514)
INCOME TAX EXPENSE 7. FAEHIXH
Six months ended 30 June
BZE6A30HL6fEA
2018 2017
HK$'000 HK$'000
FTHET FHET
The charge comprises: XHBRE
Current tax: RNEATIA -
PRC Enterprise Income Tax (“EIT") RIS 99,093 59,862
Withholding tax on dividend income P& B ATEHHL 10,540 15,398
Deferred tax expenses — Current period RIETR IR H — A EARE 14,484 1,764
124,117 77,024

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
subsidiaries in PRC is 25%.

For the period ended 30 June 2017 and 30 June 2018, Jiangsu
Lee & Man Chemical Limited (“Jiangsu L&M") was entitled to a
reduced EIT rate of 15% as it has been qualified as a High and
New Technology Enterprise. For the period ended 30 June 2018,
Jiangxi Lee & Man Chemical Limited (“Jiangxi L&M") was entitled to
a reduced EIT rate of 15% as it has been qualified as a High and
New Technology 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.
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8. PROFIT FOR THE PERIOD

8. HAEA

Six months ended 30 June

BZE6H30HL6fEA
2018 2017
HK$'000 HK$'000
FTHET FHET
Profit for the period has been arrived at AR A2 R
after charging:
Directors’ emoluments EEH 27,378 7,675
Other staff costs: HAB RN
Salaries and other benefits e LEMRT
(excluding directors) (EZBRIN 110,769 88,196
Retirement benefit schemes contributions R FIGH B
(excluding directors) (EZBRIN 7,333 5,663
Total staff costs B TRAARER 145,480 101,534
Finance costs: BB
Interest on bank borrowings wholly MEXH-—ERAFA
repayable within five years 2 EBEE 2 IRITEK 45,488 37,977
Less: amounts capitalised to property, plant R R - BB REE
and equipment (note) Btz e (M) (209) (973)
45,279 37,004
Cost of inventories recognised as expenses EHRRAX HNFERAR 1,000,828 719,509
Depreciation of property, plant and equipment  #1% - BE &&EZITE 182,805 141,433
Amortisation of prepaid lease payments TE T HE BRI 1,801 1,283
Amortisation of intangible assets BB ERH 1,986 561
Total depreciation and amortisation EREHEER 186,592 143,277
Capitalised in inventories B ATEZEH (162,564) (124,887)
24,028 18,390

note: During the period ended 30 June 2018, certain borrowing costs capitalised arose
from the specific borrowings and were calculated by applying a capitalisation rate
of 4.75% (2017: 4.75%) per annum to expenditures on qualifying assets.

4.75%)51 5 °
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DIVIDENDS 9. KE
Six months ended 30 June
BZE6H30HL6MEA
2018 2017
HK$'000 HK$'000
FTHET FHET
Final dividend paid during the period: HAB IR 2 REARE
2017 final dividend HK20.0 cents per share 20174 R HIA% & &% 20.058 1l
(2016: HK4.0 cents) (2016 : 4.0740) 165,000 33,000
Interim dividend declared subsequent to HrE sk PHRRE
period end:
2018 interim dividend HK23.0 cents per share 20184 fF A% 8 5 %23.0781l
(2017: HK10.0 cents) (2017 : 10.0784l) 189,750 82,500

The Board has declared that an interim dividend of HK23.0 cents
(2017: HK10.0 cents) per share for the six months ended 30
June 2018 to shareholders whose names appear in the Register of

Members on 20 August 2018.

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:

BEEESHRTIR2018F6A30H 1F61#
Az 8B 323081 (2017 ¢
10.081L) FH20184FE8 A20H &5
REMAZAER -

BERER

SLRE (G BR s A AT et B B E A & 7
THE TSIBIBEEE

Six months ended 30 June

HBZ6H30HL6fEA
2018 2017
HK$'000 HK$'000
FET FHETT
Earnings for the purpose of basic earnings RAUGEERERET 2
per share ekl 545,354 241,482
Number of Number of
Shares Shares
ROHE Rin g g
Number of ordinary shares for the purpose of ~ AT EBREARZFIK
basic eamnings per share EmARE 825,000,000 825,000,000
Effect of dilutive potential ordinary shares: TERETEETE
Share options (note) R (HT77) 31,832,251 -
Weighted average number of ordinary shares  FUARTE GRS & FH
for the purpose of diluted eamings per share 3% H1#E F 2K 856,832,251 825,000,000

note: No diluted earnings per share for the period ended 30 June 2017 were
presented as there were no potential ordinary share in issue during the period.
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11. ADDITIONS TO PROPERTY, PLANT AND EQUIPMENT 11.

During the period, there were additions of approximately HK$287
million (2017: HK$274 million) on property, plant and equipment

NEWE - BERRE

R REERDE  BERREARE
%492.87184 7T (2017 : 2741858 7T) » A

to expand the operation. TEREEER -
12. INVENTORIES 12. &
At At
30.06.2018 31.12.2017
HK$'000 HK$'000
FET FAT
Raw materials and consumables R FEF G 254,776 272,957
Work in progress FE&m 37,425 28,299
Finished goods K 164,312 122,961
456,513 424217
13. TRADE AND OTHER RECEIVABLES 13. BWE S RHEMRIE

The Group generally allows its customers an average credit period

ranged from 7 to 60 days.

Included in the balance are trade and bills receivables of
approximately HK$601,508,000 (31.12.2017: HK$380,486,000).
The aged analysis of trade and bills receivables based on the invoice
date at the end of the reporting period is as follows:

AEE-—RETEIEP ZHRERTY

BTEE0K °

EWE S REMFEDERBEERRE
¥ #1601,508,000 /%8 7T ( 31.12.2017 :
380,486,000/87T) * FEUWER &R EHE R
HEERQRBEQBZRESITOT

At At

i »

30.06.2018 31.12.2017

HK$'000 HK$'000

FExT FBT

Not exceeding 30 days TEBE30R 245,904 252,281
31 to 60 days 31E60XK 116,979 46,563
61 to 90 days 61290K 99,339 26,895
911to 120 days 91E 120K 93,336 31,165
Over 120 days HBiE120k 45,950 23,582
Trade and bills receivables FEUBR TN 215 601,508 380,486
Prepayments and deposit to suppliers BRNF R HERR 2 160,871 85,771
Value-added tax receivables FEWCEERIE 12,314 35,291
Other receivables H th FEUR 33,875 10,585
Total trade and other receivables FEWE 5 R EMFIBERT 808,568 512,133
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14. TRADE AND OTHER PAYABLES 14.

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$182,935,000 (31.12.2017: HK$124,909,000).
The aged analysis of trade payables based on the invoice date at
the end of the reporting period is as follows:

Interim Report 2018 AR

BNEZ R EMRIE

BNESREMHATECRESRES
RFBRXKAZANE EHBEZ
FHERRHIR7EA5K -

ERESREMPEDEEMERLE
¥ #7182,935,000 %8 7T ( 31.12.2017 :
124,909,000/ 7T ) * ERTERF N EHE
REZABZRROTIT

At At

i i

30.06.2018 31.12.2017

HK$'000 HK$'000

FET FHET

Not exceeding 30 days TEEE30KR 110,225 79,610

31 to 60 days 31E60K 14,018 18,230

61 to 90 days 61ZE90K 18,251 4,447

Over 90 days 90K A | 40,441 22,622

Trade and bills payables e BR AR e AR 182,935 124,909

Construction costs payable and accruals JEfN T2 TaRE 194,189 140,761

Receipt in advance LN 60,046 88,124

Other payables HAbERR 50,584 96,897

Other accruals EmERER 36,524 30,915

Value-added tax accruals JERHE(ETIIE 14,799 25,594

Total trade and other payables e E 5 R EAMFRIAEET 539,077 507,200
Analysed for reporting purposes as: TEREDITAE

Non-current liabilities FERBBE 45,615 28,494

Current liabilities mEBE 493,462 478,706

539,077 507,200

As at 30 June 2018, the balance of other payables comprised
a non-current deferred income, amounting to HK$45,615,000
(31.12.2017: HK$28,494,000) received from the PRC government
for an innovative technology project.

17

HZE2018%6A308 » WELT A EBAT
BT 2 BIFTEHYIA B © 8 A45,615,000
(31122017 : 28,494,000/ 7T) 2
IERBEEWRAL BESTEEMER P -



LEE & MAN CHEMICAL COMPANY LIMITED EI{t THERAE

Interim Results
FRERSE 4

15. SHARE CAPITAL 15. BR&
Number of
ordinary shares Amount
EBROHA &H
HK$'000
FAET
Ordinary shares of HK$0.1 each: FREEET LB :
Authorised: SR
At 1 January 2017, 30 June 2017, R2017F1H1H ~ 20174
1 January 2018 and 30 June 2018 6A30H - 2018F1 1B R
20186 A30H 5,000,000,000 500,000
Issued and fully paid: BITRER -
At 1 January 2017, 30 June 2017, R20179F1H18 - 20174
1 January 2018 and 30 June 2018 6H30H 201851 A1HR
20186 A30H 825,000,000 82,500
16. CAPITAL COMMITMENTS 16. EAENE
At At
S i
30.06.2018 31.12.2017
HK$'000 HK$'000
FTHET FHET
Capital expenditure contracted for but BRI ERNERLGR A M mREK T
not provided in the condensed consolidated Bz EARMES HREEE
financial statements in respect of M - BE KR
the acquisition of property, plant
and equipment 298,117 274,847
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17. CONNECTED AND RELATED PARTY TRANSACTIONS

18.

19.

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:

Interim Report 2018 AR

17. BEXRS

RAFHIERE - AEEEAEALGET
AT IRRIE AR R L AR R AR (F = Bl
ADVETEARS » NhHIHEEZE
ATETHERR ST

Six months ended 30 June

B Z6A30HL6MEA
Connected parties Nature of transactions 2018 2017
BER REME THET THETT
Lee & Man Paper Manufacturing Electricity & steam fee paid 34,039 33,617
Limited (note) B SENRERE
BGERBR AR (M) Rental expense paid 998 860
BErHSER
Sales of chemical products 54,700 12,750
HEN IEmM
Electricity & steam fee received 34,536 18,635
PWEENRERE
Rental income received 1,319 951
[RELEIEE X ON

note: Dr. Lee Man Chun Raymond, the ultimate controlling shareholder of Lee & Man
Paper Manufacturing Limited, is an associate of Mr. Lee Man Yan, the Director of
the Company.

REVIEW OF INTERIM ACCOUNTS

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

SHARE OPTION SCHEME

The Company's share option scheme (the “Scheme”) was adopted
pursuant to a resolution passed on 14 July 2017 for the purpose
of providing incentives to directors and eligible persons (the
“Participants”). The Scheme had a term of 10 years from the date
which the Board of Directors resolved to offer the options to the
Participants, i.e. 13 June 2017, and therefore it expired on 12
June 2026. On 14 July 2017, share options with a market value of
HK$154,200,000 were granted and the provision of the Scheme
shall remain in full force and the holder of all options granted under
the Scheme prior to such termination shall be entitled to exercise
the outstanding options pursuant to the terms of the Scheme until
expiry of the said options.
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19. SHARE OPTION SCHEME (CONTINUED) 19. BRRFEFTEI(Z)

The purpose of the Scheme is to reward the Participants who has
contributed or will contribute to the Group and to encourage the
Participants to work towards enhancing the value of the Company
and its shares for the benefit of the Company and its shareholders
as a whole. The Scheme expressly provides that the Board of
Directors may, with respect to each grant of options, determine the
subscription price, 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.
They will be exercisable by Mr. Lee Man Yan during the period from
1 April 2022 to 31 March 2027 if the Group achieves the following
performance targets:

(i) 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.

The exercise price of the options conditionally granted to Mr. Lee
Man Yan 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 in the Company, (ii) 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 in the Company 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.
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19. SHARE OPTION SCHEME (CONTINUED)

The following table discloses movements of the Company's share
options during the periods ended 30 June 2018:

Interim Report 2018 FHA%R %

9. BRHEEI(E)

MR2018F 6 A30B EiffiA » AR A%
EEEEFIT ¢

Exercise  Exercisable  Outstanding

Number of share options
BREZA
Lapsed/
Granted Exercised cancelled
during during during  Outstanding

Director Date of grant price  period at1.12018  theperiod the period the period  at 30.06.2018
20185 R2018%
1518 BrEm/ 64308
g2 REAM k@ s WARTE HARE i IATNd BB HARTE
HKS
o
Lee Man Yan 1472017 142022~
FXB 372 31.3.2027 82,500,000 - - - 82,500,000
Exercisable at the end
of the period
REERITTIE -

The estimated fair value of the share options granted under the
Scheme on 14 July 2017 was approximately HK$154,200,000,
calculated using the Binomial Model (the “Model”). The inputs into
the Model were as follows:

R2017F 7R 148 FAR N ERE HE
N ABE A 154,200,000/8 7T © JhEk A
ZHEAER([RA])EE - BEARmEA
BT

Share options with
an exercisable period from
1.4.2022 to 31.3.2027

BB RE 2 1THEHR

H1.4.2022%31.3.2027

Share price at date of grant R B AR E HK$4.44
Exercise price 1T(L(E HK$3.72
Expected volatility (per annum) TEERR 8 (B 4F) 44.29%
Expected life of share options BRETR S 9.7 years
Expected dividend yield TEHARR B X 3.24%
Risk-free rate 42 [2 o 1| R 1.52%
Fair value of share option Bk, N THE HK$1.87

Fair values of the share options were 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.
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19. SHARE OPTION SCHEME (CONTINUED)

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.

The Group recognises the total expense of HK$16,208,000 for the
period ended 30 June 2018 (2017: Nil) in relation to share options
granted by the Company.

INTERIM DIVIDEND

The Board has declared an interim dividend of HK23 cents per share
for the six months ended 30 June 2018 to shareholders whose names
appear on the Register of Members on 20 August 2018. It is expected
that the interim dividend will be paid around 30 August 2018.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed from 16 August
2018 to 20 August 2018, 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 pm on 15
August 2018.
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Management Discussion and Analysis

EEENWR DM
BUSINESS REVIEW

For the six months ended 30 June 2018, the Group recorded a revenue
of approximately HK$1,953 million, increased by 55.9% as compared to
last corresponding period; and a net profit for the period of approximately
HK$545 million, representing an increase of 125.6% year on year.

The Group's gross profit margin was 48.8%, increased by 6.2 percentage
points as compared to last corresponding period and net profit margin of
27.9% which was increased by 8.6 percentage points for the period.

In the first half of 2018, due to national environmental protection policy
and supply-side structural reform in the chemical industry, there was
high demand for the Group's products from the downstream clients. At
the same time, sales volume and price increased when compared with
the last corresponding period, which led to the increase of the Group's
overall profit margin.

PROSPECTS

In the second half of this year, the Group will increase the caustic soda
production at the Jiangxi plant. After the expansion, the Group can
produce 520,000 dry tons of caustic soda per year. Also, the new plant in
Zhuhai which located at Gaolan Port is currently under construction. The
plant will produce Lithium battery electrolyte additives and is expected to
start production in the third quarter of 2019.

In response to stricter policies of production safety and environmental
protection in the PRC, the management will strengthen production
management and equipment maintenance of the plants, and support
online inspections executed by the local environmental departments.
At the same time, the Group embraces the concept of “green
manufacturing” and uphold its social responsibilities by practising clean,
efficient and low carbon emission production.

To meet the market demand and support the development of fine
chemicals, the Group continues to strengthen its R&D and new product
development capabilities through investment in equipment and hiring
experienced chemistry experts.

In addition, the Group will gradually implement business automation
management. Most of the operation procedures are executed by digital
terminals. The ERP system of the Group can then generate accurate
information to various departments and management to increase their
efficiency, contribute to effective monitoring and cost control.

As always, our management team will leverage on our internal technical
innovation and scientific research as well as develop in a pragmatic and
aggressive approach and continue its persistent efforts to bring desirable
return to the shareholders.
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Management Discussion and Analysis

BEERWN D

RESULTS OF OPERATION

For the six months ended 30 June 2018, the Group’s revenue and
net profit were approximately HK$1,953 million and HK$545 million
respectively, representing an increase of 55.9% and an increase of
125.6% respectively, as compared to approximately HK$1,253 million
and HK$241 million respectively for the corresponding period in the last
year. The basic earnings per share was HK66.1 cents for the six months
ended 30 June 2018 and HK29.3 cents for the last corresponding period
in the last year.

Revenue

For the six months ended 30 June 2018, the Group recorded a revenue
of approximately HK$1,953 million, representing an increase of HK$700
million or 55.9% as compared to last corresponding period. The increase
in sales was mainly attributable to the rise of both production capacity
and unit selling price. As compared to last corresponding period, the
average selling price per ton of the Group's products methylene chloride
and chloroform was about RMB3,200 and RMB2,600, increased by
approximately 30% and 25% respectively. The average selling price per
ton of caustic soda was about RMB1,170, increased by approximately
13%. The average selling price per ton of polytetrafluoroethylene was
about RMB76,000, increased by approximately 41%, while the average
selling price per ton of hydrogen peroxide was about RMB 1,600,
increased by approximately 97%.

The actual production output of the main products for the period was
approximately 150,000 tons for CMS products, approximately 230,000
tons for 100% dry basis caustic soda, approximately 3,800 tonnes
for polytetrafluoroethylene, while for 27.5% hydrogen peroxide was
approximately 110,000 tons.

Selling and distribution expenses

Selling and distribution expenses incurred for the six months ended 30
June 2018 was approximately HK$109 million, representing an increase
of approximately HK$34 million as compared to HK$75 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
5.6% of the total revenue for the period, representing a fall as compared
to 5.9% of last corresponding period.

General and administrative expenses

General and administrative expenses incurred for the six months ended
30 June 2018 was approximately HK$105 million, which increased
by approximately HK$24 million as compared to HK$81 million for
the same period last year. The rise was mainly due to increase in staff
welfare, increase in depreciation expenses of newly built offices and new
equipment, and increase in taxes and share option expenses. General
and administrative expenses represented approximately 5.4% of the total
revenue for the period, representing a fall from 6.5% in corresponding
period last year and were kept at a reasonable level.
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Research and development cost

Research and development costs for the year ended 30 June 2018
were HK$77 million, which increased by approximately HK$32 million as
compared to HK$45 million for the same period last year. The cost rise
was mainly due to the company stepped up its resources in research
and development of new products and optimized process technology,
increased the recruitment of senior scientists and chemical engineers,
purchased equipment and test materials, and maintained the continuous
development of the Group.

Finance costs

The net interest expenses incurred for the six months ended 30 June
2018 was approximately HK$45 million, which increased by HK$8
million as compared to HK$37 million for last corresponding period. It
was mainly because Renminbi lending rates rose slightly.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

As at 30 June 2018, the total shareholders' equity of the Group was
approximately HK$3,480 million (31.12.2017: HK$3,094 million),
current assets were approximately HK$1,756 million (31.12.2017:
HK$1,530 million) and current liabilities were approximately HK$1,331
million (31.12.2017: HK$1,121 million). The current ratio was 1.32 as at
30 June 2018 (31.12.2017: 1.36).

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 2018, the Group had outstanding bank
borrowings of approximately HK$2,056 million (31.12.2017: HK$2,171
million). These bank loans were secured by corporate guarantees
provided by the Company and its certain subsidiaries. As at 30 June
2018, the Group maintained bank balances and cash of approximately
HK$333 million (31.12.2017: HK$468 million). The Group's net debt-
to-equity ratio (total bank borrowings net of cash and cash equivalents
over shareholders’ equity) was 49.5% as at 30 June 2018 (31.12.2017:
55.0%).

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.

HUMAN RESOURCES

As at 30 June 2018, the Group had a workforce of around 1,900
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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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 2018, 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:

Long positions in shares of the Company

Ordinary shares of HK$0.1 each of the Company

Number of issued

BEROHEZ 2ZH

ARRE - HERAR - KEEFMBEQFR
AEREMESREA - SE2EER T - &
RAFEZEBAALARRSERMEMEAE
BB HEFMES S -

ESRKG - HEAROREEED 2ER

R2018F6 A30H » ARAEENZEITH
ABRFEE BB AR A RSB AR
(EERFHMAEGRAIEXVER) <&M - 18
RO RERET  BEREEFRPER
BIEEXVELE 7 RS E B e AR A KB R
B~ skE RN IRIEE 5 R HAE IR BI 35216
BAEEZELM  KERBEEMRAUZ LT
MAZ FTARERETESFR G ZIEEST
B([R2ESFRI ) ME AR B KB R P 2 e
ExREWT

RAEXRRGDZHR

RATEROBITZ @K

Percentage of the issued
share capital of

Name of director Capacity ordinary shares held the Company

e 81T EARRAH
o B4 ZEROHE CRITREABES L
Mr. Lee Man Yan Beneficial owner 495,000,000 60%

FXREE BEmEEA

Other than disclosed above, as at 30 June 2018, 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.
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SUBSTANTIAL SHAREHOLDERS

As at 30 June 2018, 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

Interim Report 2018 AR

FERR

MR2018F6 A30H * RER(ARAIEEFH &
BITHABBRIN RARQE 2D KA D
o A EREES RSN EXVEIE2 R
INEBAARBEE « RECERRIEES K
HEEPIEIZ6IEBERAREIFE 2 &tz
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wR
RRABERONEB T B

Percentage of the issued
share capital of

Name of shareholder Capacity ordinary shares held the Company
Frise BT EART

EEnA =37 HEBEROEE CRITRABIL

Mr. Lee Wan Keung Beneficial owner 123,750,000 15.00%

FiEREE EnEAA

Value Partners Group Limited Held by controlled corporation 44,958,000 5.45%

(note) HXEBEA (M)
Value Partners High-Dividend Beneficial owner 41,792,000 5.07%

Stocks Fund (note) EnlaAWT)

note: Out of 44,958,000 shares held by Value Partners Group Limited in the Company,
41,792,000 shares were held by Value Partners High-Dividend Stocks Fund.

Other than disclosed above, as at 30 June 2018, 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 2018.
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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 2018.

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 2018.

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 2018.

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, 31 July 2018
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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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