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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 2019 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 2019

BYATHERAR(ARRNDESSRAR
W ARRREMBAR(IAER )ERE
20196 A30H L6 A 2 K& EiZ P HIE
B EREFREEHFOT

HRGeERREMEEmKER
HZE2019%6A308 1F61EA

Six months ended 30 June
BZ6H30A L6fE A
2019 2018
(Unaudited)  (Unaudited)
(REEZR) (CREEEZ)

Notes HK$°000 HK$'000
Hist FHET FAT

Revenue WA 384 1,718,656 1,953,247
Cost of sales SHERAR (1,036,563)  (1,000,828)
Gross profit ES 682,093 952,419
Other income Eablg A 5 85,426 44,797
Other gains or losses Hap s sk BB 6 (3,678) 4,997
Selling and distribution costs SHE & SR AR (106,511) (108,787)
General and administrative expenses THER (83,813) (105,312)
Research and development cost e & A (71,302) (77,064)
Finance costs RbE AR (41,027) (45,279)
Net exchange gains b 5 F U Es 1,591 3,174
Share of gain (loss) of joint ventures JEMEE & B EWR (EER) 212 (33)
Share of loss of associates FE(RESE & 1> FE B8 (128) (16)
Profit before taxation R A& A 462,863 668,896
Income tax expense FriSHisZ i 7 (61,683) (124,117)
Profit for the period HAPRER 8 401,180 544,779
Other comprehensive expenses: Ht2EXH -
Items that will not be reclassified to HETEEH/EE

profit or loss: BE2IERE
Exchange differences arising on translation B T EE A I PE H =58 (9,161) (10,131)
Share of other comprehensive expenses REaEhbENBErEL

of joint ventures and an associate Hib2mZ (4) (425)
Other comprehensive expenses for the period  EAAEM 2 E ST (9,165) (10,556)
Total comprehensive HRZE W EAE

income for the period 392,015 534,223
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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 2019 HZE2019%F6A30H1E61EA

Six months ended 30 June
B Z6H30A L6fE A
2019 2018
(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 PA/NIE/ZS N 401,180 545,354
Non-controlling interests IR R - (575)
401,180 544,779
Total comprehensive income (expenses) HIR2EUE (K H)
for the period attributable to: BEEEN
Owners of the Company ZAN/NCIE 2SN 392,015 534,754
Non-controlling interests FEER A & - (531)
392,015 534,223
Earnings per share: BRAF 10
— Basic (HK cents) —EARCEW) 48.6 66.1
— Diluted (HK cents) —#g (BL) 48.6 63.7
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL

AL B AR R

POSITION
At 30 June 2019 120196 A30H
30 June 31 December
2019 2018
20194 20184
6H30H 12A31H
(Unaudited) (Audited)
(REEER) (fe&%)
Notes HK$'000 HK'000
Hist FHET FHTT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment e =N 11 3,997,323 3,847,762
Prepaid lease payments TERTEERIE - 143,511
Right-of-use assets EREEE 150,750 -
Intangible assets BV EE 99,013 100,618
Deposits paid for the acquisition of property, ~ EBEWE « BELREZ DM
plant and equipment Hia 106,773 67,958
Interests in joint ventures BREE R 16,879 16,665
Interests in associates B R 19,994 18,552
Loan to a joint venture BEBEZER 97,755 97,755
Deferred tax asset EIEFRIAE B 23,107 2323%
Goodwill kS 2,682 2,682
4,514,276 4,318,736
CURRENT ASSETS RBEE
Inventories e 12 414,003 585,919
Properties under development for sale FHENERTYE 197,918 145,842
Prepaid lease payments TETHERIE - 4,259
Trade and other receivables JEWE 5 K B fth FkIE 13 363,404 266,143
Bills receivable R E I 97,140 113,020
Amount due from a joint venture BRI S E P EFRTE 14,683 14,946
Amount due from an associate JEE & (b B RIE 348 526
Amounts due from related companies FEULREE N Rl FRIE 11,227 12,115
Bank balances and cash SRITEEB MRS 591,245 593,074
1,689,968 1735844
CURRENT LIABILITIES RBEE
Trade and other payables JERTE 5 KRBt kA 14 349,328 377,799
Bills payable JENT IR 55,419 84,377
Contract liabilities BWAaRE 54,733 50,690
Amounts due to related companies JETRAE A RIFRIE 7,207 757
Taxation payable JESTEETE 36,001 100,845
Lease liabilities — due within 1 year MEEE - 1FREH 3,284 -
Bank borrowings — due within 1 year SRITER—1FRNEIH 1,045,963 926,519
1,551,935 1,540,987
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL PSSR RIEE)
POSITION (CONTINUED)

At 30 June 2019 201996 A30H

30 June 31 December

2019 2018

20195 20184

6H30H 12A31H

(Unaudited) (Audited)

(REEZR) (e®iz)

Notes HK$'000 HK'000

Kt FH&T FET

NET CURRENT ASSETS MENEEFE 138,033 194,857

TOTAL ASSETS LESS CURRENT LIABILITIES Z2EERAEBERE 4,652,309 4,513,593
NON-CURRENT LIABILITIES FRBEE

Other payables JEAE B Ath FRIE 14 44,086 47,659

Deferred tax liabilities EEHIBRE 30,883 39,576

Lease liabilities — due after 1 year MEEF - 1F&EH 1,207 -

Bank borrowings — due after 1 year RITIER — 1F 1R EIH 812,937 947,693

889,113 1,034,928

NET ASSETS BERE 3,763,196 3,478,665
CAPITAL AND RESERVES EXREE

Share capital &N 15 82,500 82,500

Reserves & 3,680,696 3,396,165

Equity attributable to owners of the Company AR EEA AELES 3,763,196 3,478,665

Non-controlling interests FEIERR R - -

TOTAL EQUITY DB 3,763,196 3,478,665
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Eg”ll_)lﬁyNSED CONSOLIDATED STATEMENT OF CHANGES IN
For the six months ended 30 June 2019

BHSAEZEHR
#H=2019%6A30H 6@ A

Non- Share Non-
Share Share distributable ~ Safetyfund ~ Translation option  Special Other  Accumulated controlling Total
capital  premium  reserve  reserve  reserve reseve reseve reserve profits Total interests equity
BE ROEE FUAMEE ZRECRE  EXRR BREER  BARE  EMER  ZHEA A FERER  BEAE
HK$1000 HK$'000 HK$ 000 HK$000 HK$ 000 HK$ 000 HK$'000 HK$'000 HK$1000 HK$1000 HK$1000 HKﬁiOOO
Tk TR TR T TR T T T T Thn ThT Thn
(note) (note i) (noteii) — (notev)
W) (i) (W) (W)
At 1 lanuary 2018 R01851A1R
(audied) (&51) 82,500 20307 416,140 245 32029 15313 (97362) - 2610991 3082373 12061 3094434
Profi forthe perod il - - - - - - - - 53 5453 (575) 544779
Other comprehensive expense MREM2ERH
forthe period - - - - (10600) - - - - (10600) a4 (1055)
Total comprehensive (expense)  BAZE (%)
income for the period hieE - - - - (10600) - - - 55354 534754 (531)  (534203)
Dividend recognised as BERARZRE
distibution - - - - - - - - (1850000 (165000) - (16500)
Recognifon of equity setfed ~ EZIAALEER
share based payments E % - - - - - 16,208 - - - 16,208 - 16208
At30 June 2018 201856308
(neudied) (RizH) 80500 0307 416140 W5 049 TR (973R) S99 3835 1150 3479865
At 1January 2019 01951818
(audited) (B5H) 050 20307 53161 1203 (568 499 (9736 (686) 3014650 3478665 - 3478665
Transitional adjustmenton B RFRE YK
initial adoption of HKFRS #4226 %16%
16 Pa <l - - - - - - - - 58 58 - 58
At 1 January 2019 201951818
(adjusted) (58 - - - - - - - - 304708 347873 - AT
Profit for the period Ly - - - - - - - - 40180 401,180 - 401180
Other comprehensive BrEb2E
expense for the period % - - - - (9,165) - - - - (9,165) - (9165)
Total comprehensive BA2E(XH)
(expense) income forthe  Wit#E
period - - - - (9,165) - - - 401,180 392,015 - 392,015
Dividend recognised s~ BBRATZRE
distribution - - - - - - - - (310 (123750) - (13%0)
Transfer to non-distributable EAFTH Tk
reserve - - 40,436 - - - - - (40,436) - - -
Recognition of safetyfund Bt Z2E&5(E
reserve - - - (1213) - - - - 1213 - - -
Recognition of equity settled Bs2HRALEA
share based payments  E#zxt - - - - - 16208 - - - 16208 - 16208
At30 June 2019 1201968308
(unaudited) (*EEH) 050 20307 57,050 - (13073) 64205 (9736 (686) 3252915 3,763,196 - 376319
notes:

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 509% 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.

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.

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.

In November 2018, the Group acquired the remaining 30% equity interests in a
subsidiary from its non-controlling shareholder at a consideration of RMB10,500,000
(equivalent to approximately HK$12,146,000). The difference between the carrying
amount of the net assets acquired and the fair value of the consideration has been
recognised directly to equity as “other reserve”.
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NET CASH FROM OPERATING ACTIVITIES

INVESTING ACTIVITIES

Payments for purchase of property, plant and equipment

Deposits paid for acquisition of property,
plant and equipment
Capital injected to associates
Payments for purchase of intangible assets
Increase in construction costs 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

Dividends paid

Interest paid

(Payments for) proceeds from settlement of derivative
financial instruments

Payments for lease liabilities

NET CASH 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

REXBREREFR

REEH

BEYE - BERERENRK

BEVE  BEEREZ
EANEEA

HEENRIRE

BEEVEEMNK

e R FIRIE NN
EHFE
HEWME - BB MR E
PSR

RETBDFARSER

BMEEH

MEBERITEK

BRIRITHEK

EffRE

ERFE

BEOTESRTAEGY)
PSR

HEBEMNRK

BMETBFARSER

B RBELSEWEMORD)

R

BAZRERREEEY

EREE R

WRZBEERBESEEY
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Six months ended 30 June

BZ6H30R 618 A
2019 2018
(Unaudited)  (Unaudited)
(REEZK)  CREFER)
HK$'000 HK$'000
FExT T
538,230 467,306
(198,206) (152,080)
(167,519) (109,915)
(1,569) (11,014)
- (293)
12,688 11,358
2,455 3,438
99 525
(352,052) (257,981)
400,169 29,762
(418,014) (145,695)
(123,750) (165,000)
(39,364) (45,279)
(3,381) 8,830
(1,442) -
(185,782) (317,382)
396 (108,057)
593,074 467,506
(2,225) (25,970)
591,245 333,479
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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 The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

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 2019 are the same
as those followed in the preparation of the Group's consolidated
financial statements for the year ended 31 December 2018.

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 2019 for the preparation of the
Group's condensed consolidated financial statements.

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 16 Leases

The Group has applied HKFRS 16 for the first time from 1 January
2019. HKFRS 16 superseded HKAS 17 Leases ("HKAS 17"), and
the related interpretations. HKFRS 16 requires a lessee to recognise
a right-of-use asset and a lease liability for all leases, except for
leases that have a lease term of 12 months or less (“short-term
leases”) and leases of low value assets (“low-value leases”). The
lessor accounting requirements are brought forward from HKAS 17
substantially unchanged.

The Group has elected to use the modified retrospective approach
and has therefore recognised the cumulative effect of initial
application as an adjustment to the opening balance of accumulated
profits at 1 January 2019. Comparative information has not been
restated and continues to be reported under HKAS 17.

Before the adoption of HKFRS 16, commitments under operating
leases for future periods were not recognized by the Group as
liabilities. Operating lease payments, including the cost of acquiring
or held under operating leases, were recognized in profit or loss
over the lease term on a straight-line basis.

On adoption of HKFRS 16, the Group recognized the full lease
liabilities in relation to leases which had previously been classified
as operating leases if they meet certain criteria set out in HKFRS 16.
These liabilities were subsequently measured at the present value
of the remaining lease payments, discounted using the interest
rate implicit in the lease, if that rate can be determined, or the
incremental borrowing rate of respective entities. The difference
between the present value and the total remaining lease payments
represents the cost of financing. Such finance cost will be charged
to profit or loss in the period in which it is incurred using effective
interest method. The Group also applies the short-term lease
recognition exemption to leases of properties that have a lease term
of 12 months or less from the commencement date and do not
contain a purchase option. The Group further applies the recognition
exemption for lease of low-value assets. Lease payments on short-
term leases and low-value leases are recognised in profit or loss on
a straight-line basis over the lease term.

11

Interim Report 2019 FHAZR%

TESTHEGE)
BRMBEREEAE 1655 HE]

KREBDBH2019F1 A 1HEE XER
EBVIERELLFE 1658 - BEIBIR
HAERE 16N T BB SFERIZE 7
SRS ([ BB ERIE 175 ) KB
RE BB HRELERFI6FEK
EBAREEERRAERAELERE
EaE WHBAT _@EATUATHHE
E([EHHEE]) MEEEEAEMAE (K
EHE DB - HHEASTEERTA
EBSEF17HREAME - AR

=

o

AEBREBFEAAZBHE  WEBY
IRIERM RERERRRE 201991 A1
HR2iaFFYEHTE - hBRER
WESY - WEERESSSELS
175982 -

RERMEF B B REEFE 16587 - &
S B0 R R R HA R B 48 8 T B AR R T
AnBE RERERX(BERELE
TS B S R A BV AR A IR B B AR
ERIER AR o

PR BB I RS BB 16588 -
RO BEAKEHENHRERSB B
BRELENF16FAEE TIEG - K
SEHeRLSHEXSHRAMERESR
& ZEaBEHERRAENZSENE
Bt E - WEAZAERSHFIZ (A
BB TE L FIR ) s AR RA B S MY RIS 15 3R FI
KEITANIR - ZREREBENREHEE
ZHEMEBEABREXN - EEBENK
NGERERF S AR EEFAHRZIE
HEME - AEBNHHEBAMAAS
AT -EAKUTETESHEE N
MYEREEAEPHERRHE - K
SEE—SHEEEECENHERRAK
BHREERHR RHHRENMKERE
MAENFIERABEAERENIEBER
TR o



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

Interim Results
q:l % Il‘/\

PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
HKFRS 16 Leases (Continued)

At the inception of a contract that contains a lease component,
as a lessee, the Group should allocate the consideration in the
contract to each lease component on the basis of their relative
stand-alone price. The Group, as a lessee, assessed its leases for
non-lease components and separated non-lease components from
lease components for certain classes of assets if the non-lease
components were material.

The associated right-of-use assets were measured at cost, being the
amount equal to the initial measurement of lease liabilities, adjusted
for items such as lease incentives received, initial direct costs paid
and expected restoration costs, less any accumulated depreciation
and impairment losses and adjusted for any remeasurement of
lease liabilities. Depreciation was charged on a straight-line basis
over the shorter of the asset's useful life and the lease term. The
Group presents right-of-use assets as a separate line item on the
consolidated statement of financial position.

In applying HKFRS 16 for the first time, the Group has used the
following practical expedients as permitted by HKFRS 16:

(i) the election of not to apply the requirements of HKFRS 16
in respect of the recognition of lease liabilities and right-of-
use assets to leases for which the remaining lease term ends
within 12 months from the date of initial application of HKFRS
16, i.e. where the lease term ends on or before 31 December
2019; and

(i) the exclusion of initial direct costs for the measurement of the
right-of-use assets at the date of initial application.

The weighted average of the incremental borrowing rates used for
determination of the present value of the remaining lease payments
was 4.75%.

The following table reconciles the operating lease commitments
as previously disclosed in note 35 to the consolidated financial
statements for the year ended 31 December 2018 to the opening
balance for lease liabilities recognised as at 1 January 2019:

12

ZESBER(E)
FREMBHREERE 1655 HE I(H)

EREMRA  AEEERESHER

ZEHRIFAS - %%H%”Ji BERE

AEHERBDIDEAENTORE -

B{EREBEA - %TE;HE‘{* D HI A

HEITRHE - WA IFFEERIBEKX - A

H%%:F@%J,QFE’HHE‘{* o BHE A
D@ e

4} e =
" 5

HEERREEERKATE - R HE
ERHEEREMNTGRE - WREWER
MBEEEE  EXMNNIRERRER
BEEHRER A SR BETHE  REE
AR ERREER - XREBEEAE
SRENENEETHE - TEIR
BAVER A E R A F A (CABE
FRE)RFORR - AEEESZE MR
RPKHEREEEFSERRBIIR -

REBXEREEMBEREEAFE 1657
B NEBFRAZENATH T ER
AIITRIEERIEFE

() HERFHGAHEFREREEN
R SR 165 A EIE12AA A
R IE(ENFEEAR 2019512 A31 88
AN EEERAEFH
BEEMS BETEREEME
MEEBIF 16T - &

(i) BRERBEMNEREEETESD
TERAVIRERER -

AREE S THENRRENREER
MR Z DR R4.75% °

TEREF LN EZ2018F12A311°
IFFEZRA SRR ISR
ST EAIEET2019F1 A1 HIER
HEaERIER R



PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

HKFRS 16 Leases (Continued)

Interim Report 2019 FHARE

2. FESHBERE)

HFREMBHREERE 1655 HE I(H)

1 January
2019
20194
1818
HK$'000
FET
Operating lease commitments at 31 December 2018 MR2018F 12 A31 H 2 & TR EAE 7,757
Less: short-term leases and other leases with remaining  J& : 38 EANLEE 2 RHIHE K
lease term ending on or before 31 December 2019 HpHE (R T EERN
exempted from capitalisation 2019F 12 A31 AE Z B4R ) 1,151
Less: total future finance costs W ARIRELE R AN R 289
Present value of remaining lease payments, discounted SR TN EFIARE (RIS ERFIE K
using the incremental borrowing rate and M2019%F1 A1 RHERN B EAFRRLE)
the total liabilities recognised at 1 January 2019 6,317
Analysed as: iV
Current ik 2) 3,438
Non-current FEMEN 2,879
6,317

The carrying amount of right-of-use assets as at 1 January 2019

R2019F 1 A TEMERAEEEREER

comprises the following: FELAT ¢

1 January
2019
20194
1818
HK$'000
THET

Right-of-use assets relating to operating HEREEMERELERF165RHERZ
leases recognized upon application of HKFRS 16 RETBERMEREEE 6,376
Reclassified from prepaid lease payments (note) WIENHERIBREF DA 147,770
154,146

Htet - A20185F 128318 - FEMEE L 2 B

Note: Upfront payments for leasehold lands in the PRC were classified as prepaid lease
payments as at 31 December 2018. Upon application of HKFRS 16, the current DEABNEENRIR - REREBMBRE
ARF1651% - ENEERIRZRE RIER
&5 5 5Bl £4,259,00078 7T & 143,511,000
BTEERDRAEREEE -

and non-current portion of prepaid lease payments amounting to HK$4,259,000
and HK$143,511,000 respectively were reclassified to right-of-use assets.
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3. REVENUE 3. WA
(i) Disaggregation of revenue (i) WADE
Six months ended 30 June
B Z6H30A L6fE A
2019 2018
HK$'000 HK$'000
FET FAT
Types of goods or services EmERKES
Manufacture and sale of chemical products BUETEE( TEm
Caustic soda el 691,484 894,041
Chloromethane products sty 498,129 419,446
Polymers S0 F M 212,538 235,222
Hydrogen peroxide Balts 105,861 198,453
Fluorochemical products S TER 85,581 93,262
Styrene acrylic latex surface sizing agent KR e 25,581 35,136
Others Efth 99,482 77,687
1,718,656 1,953,247
(ii) Performance obligations for contracts with customers (i) HEFANZEHNE
Manufacture and sale of chemical products with product RGBT EE T EmM FEm 1T
delivery services R
The Group manufactures and sells chemical products directly REBESGELEEHELCTIERT
to customers. Revenue is recognised when control of the TP BEMEBEEEFETHI
goods has transferred, being when the goods have been (X)) » EEREy sl B EE R m
shipped to the customer’s specified location (delivery). The WAENWIEDR - FEREHAAR
normal credit term is 7 to 60 days upon delivery. (1£75260K °
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4.

SEGMENT INFORMATION

(@)

(b)

(0

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.

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.

Revenue from major customers

Revenue from customers individually contributing over 10% of
the Group's revenue is as follows:

4,

Interim Report 2019 FHAZR%

AEER
() R&EDI

(b)

(0

BN B REERNFESFRELE
DR EARNBRES A AEENE
REREDER  MAKREEEZE
REAN(TEBEERRAD) » BIR
NEEFTERREARERE - AE
HERDELFZDHERE - T2
BERRARMAEENBE R
Ao MAREGNERESEERLE
EEITER YRRASENE
BERFHAERE - Hitt - KEBESE
REUTIERN DA EHR -

REBHEBUNPE - £EMR(E
HiRE - @AM RBEIMNEEF 2
AERE B R BAEBH 2 ERED
BEBMNFE -
REXEFFHWE

RKEMBB AAEE RSB BB
10% MEFRMEEINT

Six months ended 30 June

BZ6A30RL6MEA
2019 2018
HK$'000 HK$'000
THET FHETT
Customer A EPA N/A*
172,021 NER*
* The corresponding revenue from the customer did not contribute over * HZE2018%F6A830H 1F61EA « REAZ
10% of the total revenue of the Group for the six months ended 30 June BREMNEREK I EAREBANDE

2018. fhiBB10%0 ©
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5.

OTHER INCOME

HA

Six months ended 30 June

B Z6H30A L6fE A
2019 2018
HK$'000 HK$'000
FExT FiBT
Government grants BRIT#RR 64,452 21,895
Electricity and steam income RHE N RERWA 13,295 12,380
Scrap sales EEmRUA 3,453 3,727
Bank interest income RITFEHA 2,455 3,438
Rental income el A 1,168 1,317
Interest income from a joint venture EENALZHBIA 236 250
Others Efth 367 1,790
85,426 44,797

OTHER GAINS OR LOSSES Hib = EE

Six months ended 30 June

BZ6A30HL6MEA
2019 2018
HK$000 HK$'000
FET FHET
Net (loss) gain on settlement of PTESRIALRE 2 FHEKR) W
derivative financial instruments (3,380) 8,830
Loss on disposal of property, plant and BREMHE - WERREBEX
equipment (298) (3,833)
(3,678) 4,997
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7.

INCOME TAX EXPENSE

Interim Report 2019 FHAZR%

Frig®ixz

Six months ended 30 June

#BZ6H30HL6fEA
2019 2018
HK$°000 HK$'000
THET FHETT
The charge comprises: B
Current tax: REATIE
PRC Enterprise Income Tax (“EIT") PRI EFTISH 61,554 99,093
Withholding tax on dividend income I B U ATEHNRL 8,947 10,540
Deferred tax BIETIA (8,818) 14,484
61,683 124,117

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 the PRC is 250%.

For the periods ended 30 June 2018 and 30 June 2019, lJiangsu
Lee & Man Chemical Limited (“Jiangsu L&M") and Jiangxi Lee &
Man Chemical Limited (“Jiangxi L&M") were entitled to reduced
EIT rate of 15% as they have 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

#BZ6H30HL6fEA
2019 2018
HK$'000 HK$'000
FHET T
Profit for the period has been arrived HAR s A2 HER
at after charging:
Directors’ emoluments E=EM 26,027 27,378
Other staff costs: HMB B
Salaries and other benefits e kEMERN(ESRKIN)
(excluding directors) 119,812 110,769
Retirement benefit schemes RUNENETEIER(EERIN)
contributions (excluding directors) 7,667 7,333
Total staff costs B TR AN42%E 153,506 145,480
Finance costs: BB
Interest on bank borrowings wholly MEZH-ERAFER
repayable within five years 2 EBERE ZRITIER 38,823 45,488
Interest on lease liabilities MEXZH-—HERE 131 -
Less: amounts capitalised to property, W RE - BE R
plant and equipment (note) REBERNME 2 RB(MT) (99) (209)
38,855 45,279
Cost of inventories recognised as expenses BER AT HNFEERAR 1,036,563 1,000,828
Depreciation of property, plant and equipment  #% - BELREZITE 173,748 182,805
Depreciation of right-of-use assets FREEESE 1,732 -
Amortisation of prepaid lease payments TR ERIETE 1,698 1,801
Amortisation of intangible assets A EEE 1,621 1,986
Total depreciation and amortisation WENEEAET 178,799 186,592
Capitalised in inventories BEEtATEZEE (159,007) (162,564)
19,792 24,028

Note: During the period ended 30 June 2019, certain borrowing costs capitalised arose
from the specific borrowings and were calculated by applying a capitalisation rate
of 4.75% (2018: 4.75%) per annum to expenditures on qualifying assets.

4.75%)&ETHE °
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10.
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DIVIDENDS 9. KE
Six months ended 30 June
BZE6H30HL6MEA
2019 2018
HK$°000 HK$'000
FHET FTT
Final dividend paid during the period: HAB IR 2 REAR B
2018 final dividend HK15 cents per share 2018F R AR B &A% 157811
(2018: 2017 final dividend of (2018 : 2017 REAAR 2
HK20 cents per share) FRR207540) 123,750 165,000
Interim dividend declared subsequent to DTk oFEHRE
period end:
2019 interim dividend HK18 cents per share 20194 /1 HAf% B & 8% 185541l
(2018: 2018 interim dividend of (2018 : 2018FHHAIR 2
HK23 cents per share) FRE23784L) 148,500 189,750

The Board has declared that an interim dividend of HK18 cents
(2018: HK23 cents) per share for the six months ended 30 June
2019 to shareholders whose names appear in the Register of
Members on 2 September 2019.

EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share is based
on the profit for the year attributable to owners of the Company of
HK$401,180,000 (2018: HK$545,354,000) and 825,000,000
(2018: 825,000,000) shares in issue during the period.

The calculation of diluted earnings per share is based on the
profit attributable to equity shareholders of the Company and the
weighted average number of ordinary shares in issue after adjusting
for the potential dilutive effect caused by the share options granted
under the share option scheme.

10.

BEEERRTIR2019F6 A30H 1F61#
Az HR B = 1881L(2018 : 238
i) F 720199 A2 H B 5 AR B £ i
WZRRER -

BREF

BRERREERF RN ATHEE A
2 BAA% R 401,180,000 7T (2018 -
545,354,000 % 7t ) K 825,000,000 %
(2018 : 825,000,000/ E5HE -

BREERNGFEIRERNABRRE
6 N B 2 27T IR T 15 3 AR AR -
BRRBBRAER 8 L R BT
PREBEEE R BB -

Six months ended 30 June

BZE6A30HL6fEA
2019 2018
‘000 Shares ‘000 Shares
TR FAR
Weighted average number of ordinary shares 5+ E& GRREARZEF| 2 L @A &
for the purpose of basic earnings per share FHE 825,000 825,000
Effect of deemed issue of shares under the R R RINBREA BIWARIER
Company's share option scheme BEEITRO 22 1,402 31,832
Weighted average number of ordinary shares T H & REES &7 2 LA N
for the purpose of diluted earnings per share — F192( 826,402 856,832
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11. ADDITIONS TO PROPERTY, PLANT AND EQUIPMENT 11.

During the period, the Group spent approximately HK$348 million
(2018: HK$287 million) on property, plant and equipment to

NEWE - BERRE

R REERDE  BERREARE
#493.48187870 (2018 : 2.87188 L) » LA

expand its operation. TEREEER -
12. INVENTORIES 12. &
30 June 31 December
2019 2018
2019 20184
6H30H 12H31H
HK$°000 HK$'000
THET FHET
Raw materials and consumables MR R FEF SR 226,300 388,544
Work in progress R 44,021 40,938
Finished goods BURK G 143,682 156,437
414,003 585,919
13. TRADE AND OTHER RECEIVABLES 13. BEKESE EiMEE

The Group generally allows its trade customers an average credit

period ranged from 7 to 60 days.

Included in the balance are trade receivables of approximately
HK$119,401,000 (31 December 2018: HK$103,288,000). The
aged analysis of trade receivables based on invoice date at the end

of the reporting period is as follows:

AEE-RETEZEFP ZHRERFY

BTE60K °

JEU B 5 & B b ZRIE B 15 FE W BR 2R 40
119,401,000/ 7L (2018F 12 A31H
103,288,000/ T) * EWARF N EE R

REZHBZREDTWT

30 June 31 December

2019 2018

20195 20184

6H30H 12A31H

HK$'000 HK$'000

FET FAET

Not exceeding 30 days TEEiE30KR 112,288 94,910
31 to 60 days 31E60K 5,124 7,107
61 to 90 days 61ZE90K 663 477
91 to 120 days 91F 120K 917 184
Over 120 days Bi@E120k 409 610
119,401 103,288

Prepayments TEfR 127,661 101,798
Deposits to suppliers HtERET & 61,952 23,401
Value-added tax receivable FEMGEETIE 26,148 20,885
Other receivables EAtb UK 28,242 16,771
Total trade and other receivables JEWE 5 R EARIEA FT 363,404 266,143
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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 payables
of approximately HK$130,653,000 (31 December 2018:
HK$121,102,000). The aged analysis of trade payables based on
invoice date at the end of the reporting period is as follows:

Interim Report 2019 FHAZR%

BNEZ R EMRIE

BNESREMHATECRESRES
RFBRXKAZANE EHBEZ
FHERRHIR7EA5K -

ERNESRAMKFIBBIEEMNERERLY
130,653,00078 7t (2018F 12 A31H
121,102,000/ 7T) - ERERFNEE
REZABZRROTIT

30 June 31 December

2019 2018

20195 20184

6A30H 12A31H

HK$'000 HK$'000

FET FHET

Not exceeding 30 days THEE30KR 86,648 69,264

31 to 60 days 31E60K 15,904 26,261

61 to 90 days 61F90K 7,940 6,977

Over 90 days 90 KA 20,161 18,600

130,653 121,102

Construction costs payables and accruals JEfN T2 TaRE A 126,461 109,268

Value-added tax accruals TEHRIE AR - 40,741

Other payables EAbERR 94,322 108,265

Other accruals HEmERER 41,978 46,082

Total trade and other payables [ E 5 R EAMFRIAEET 393,414 425,458
Analysed for reporting purposes as: TERE DR S

Current liabilities UPER=YET 349,328 377,799

Non-current liabilities FERBEE 44,086 47,659

393,414 425,458

As at 30 June 2019, other payables included a non-current
deferred income, amounting to HK$32,153,000 (31 December
2018: HK$35,728,000) received from the PRC government for an
innovative technology project. The amounts will be utilised to the
relevant research and development expenses.

21

HZE2019%6 8308 » WELT & BB
4T 2 BIFTEHEIE B £%232,153,000
AIT(2018F 12 H31H : 35,728,000
TL)ZIERBIEEWAE BETEEMER
KA o



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$0.10 each: FREE0I0E T R -
Authorised: ERE
At 1 January 2018, 30 June 2018, R2018F1H1H - 20184
1 January 2019 and 30 June 2019 6A30H 20191 1B R
20196 A30H 5,000,000,000 500,000
Issued and fully paid: BOIRBR
At 1 January 2018, 30 June 2018, R2018F1H1H ~ 20184
1 January 2019 and 30 June 2019 6H308 201951 A1HR
201996 A30H 825,000,000 82,500
16. CAPITAL COMMITMENTS 16. EAENE
30 June 31 December
2019 2018
2019 20184
6H30H 12H31H
HK$'000 HK$'000
T FHET
Capital expenditure contracted for but EETAME AR IARAR S B 5 ik
not provided in the condensed consolidated g2 B RS HAEEE
financial statements in respect of M - BE KR
the acquisition of property, plant
and equipment 294,330 337,526
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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:

Interim Report 2019 FHAZR%

17. BEXRS

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

Six months ended 30 June

BZ6A30AL6EA
Name of related 2019 2018
party Relationship Nature of transactions HK$'000 HK$'000
BERER oEES REME T T
LMP Group A Group beneficially Electricity & steam fee paid 33,133 34,039
B GEL owned and controlled BATEERERTE
by family members of Rental expense paid 947 998
Mr. Lee Man Yan BENHEEEA
MEXBEEREKE  Sales of chemical products 45,695 54,700
EmlEA MiEH 2 HEL TEmM
NG| Electricity & steam fee received 35,146 34,536
EWEEREAE
Rental income received 1,121 1,319
B SIA
EARABEHE A joint venture Management fee paid 2,254 2,102
BRAF BEME EKERE
Interest received 236 250
EUHE
HEmISEE S An associate Steam fee received 1,981 -
BRAA] e BUEERE

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 fair 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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18. SHARE OPTION SCHEME (CONTINUED) 18. [BIRFEFTEI(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 (“Mr. Lee") 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 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 (jii) 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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18. SHARE OPTION SCHEME (CONTINUED)

The following table discloses movements of the Company's share
options during the periods ended 30 June 2019 and 30 June
2018:
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8. BBRHESTEI(E)

HZE2019%6 A30H &20185%6 A30H
IFHARIR - AR RIEEIESE 250 T ¢

Director Date of grant Exercise price Exercisable period
= RH B TEE TR
HK$
BT
Mr. Lee 14 July 2017 3.72 1 April 2022 — 31 March 2027
e 2017F7H14H 2022F4H1H - 2027F3H31H
2019 2018
Weighted average Number of  Weighted average Number of
exercise price share options exercise price shares options
MEFHTEE BREHE IEFE1TEE BikEA
‘000 '000
& T
Outstanding at the beginning of the period 2341482 HK$3.72 82,500 HK$3.72 82,500
Granted during the period AR - - - -
Exercised during the period N7 - - - -
Lapsed during the period PR - - - -
Outstanding at the end of the period HRAEER HK$3.72 82,500 HK$3.72 82,500

Exercisable at the end of the period REARAIFA7(E -

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:

R2017F7R 4B EHERECHE
N FB1E A 154,200,000/ 7T JhEE A
ZIEARA ([ D ETE - BARNEA
T

Share options with
an exercisable period from
1 April 2022 - 31 March 2027

RB AR e 2 1T EHR

20224 H1H - 202763A31H

Share price at date of grant PR R HIRRE HK$4.44
Exercise price 1B HK$3.72
Expected volatility (per annum) TR ERR I (B4 ) 44.29%
Expected life of share options FEIRETE AASF HR 9.7 years
Expected dividend yield TRHARR B K 3.24%
Risk-free rate 2 P A 1.52%
Fair value of share option Bz A TE 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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18. 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 2019 (2018: HK$16,208,000) in relation to
share options granted by the Company.

19. REVIEW OF UNAUDITED INTERIM FINANCIAL
INFORMATION

The unaudited interim financial information for the six months
ended 30 June 2019 has been reviewed with no disagreement by
the Audit Committee of the Company.

INTERIM DIVIDEND

The Board has declared an interim dividend of HK18 cents per share
for the six months ended 30 June 2019 to shareholders whose names
appear on the Register of Members on 2 September 2019. It is expected
that the interim dividend will be paid around 12 September 2019.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed from 28 August
2019 to 2 September 2019, 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 54, Hopewell Centre, 183 Queen’s
Road East, Hong Kong, for registration no later than 4:30 pm on 27
August 2019.
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Management Discussion and Analysis

BEEFWN D

BUSINESS REVIEW

For the six months ended 30 June 2019, the Group recorded a
revenue of approximately HK$1,719 million, decreased by 12.0% when
compared to the corresponding period last year; and a net profit for the
period of approximately HK$401 million, representing a decrease of
26.4% when compared to the corresponding period last year.

The Group's gross profit margin was 39.7%, decreased by 9.1 percentage
points when compared to the corresponding period last year and the
net profit margin was 23.3%, decreased by 4.6 percentage points when
compared to the corresponding period last year.

During the first half of 2019, increase in market demand volatility of
chemical products is observed in the downstream market due to the
uncertainties in the world economy. The domestic price of chemical
products has continued to decline from the high level in the first half
of 2018 as the market was in short supply. In addition, the Company
proactively fine-tunes the process safety and improves the production
equipment in light of the new safety standards implemented to the
chemical industry by the government. During which our production
capacity is affected and product costs are increased, and that putting
pressure on our gross profits and profit margins of the Group in the first
half of the year.

PROSPECTS

In view of the increasingly strengthening of the safety and environmental
protection requirements of the Chinese government, the Group will
enhance the safety and environmental protection measures to enable
the Company to operate stably and to grow sustainably and to facilitate
the online evaluation of the local environmental protection authorities.
At the same time, the Company will strive to promote the concept of
green manufacturing, and to practice a clean, efficient and low-carbon
development management, so as to be socially responsible through
energy conservation and emission reduction.

The Group will continue to expand its income streams and to reduce
costs in respond to the shadow over the world economy. The product
portfolio of the Company will be increasingly diversified. Sales of
commercialised hydrogen will begin in the third quarter of this year,
contributing to the development of hydrogen fuel cells. Located at Gaolan
Port, Zhuhai, the trial production of the internally-developed lithium
battery electrolyte additives will begin in December 2019. The research
and development team of the Company dedicates to the research and
commercialisation of specialty polymers, lithium battery chemicals and
innovative surface agents to provide customers with the appropriate
solutions.

In terms of cost savings, the Group continues to invest in production
automation and intelligent management implementation in respond
to the risk of ever-increasing cost of human resources. Meanwhile, the
Company will expand the functionality of the existing ERP management
platform. In the second half of this year, a centralised material storage
system will be established which helps to lower the inventory level of
equipment parts and thus the procurement costs.
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The management and the team of the Company will leverage on our
internal technical innovation and scientific research, and to continue
its persistent efforts in bringing desirable and sustainable return to the
shareholders.

RESULTS OF OPERATION

For the six months ended 30 June 2019, the Group's revenue and
net profit were approximately HK$1,719 million and HK$401 million
respectively, representing a decrease of 12.0% and a decrease of 26.4%
respectively, as compared to approximately HK$1,953 million and
HK$545 million respectively for the corresponding period in the last year.
The basic earnings per share was HK48.6 cents for the six months ended
30 June 2019 and HK66.1 cents for the last corresponding period in the
last year.

Revenue

For the six months ended 30 June 2019, the Group recorded a
revenue of approximately HK$1,719 million, representing a decrease of
HK$234 million or 12.0% as compared to last corresponding period.
The decrease in revenue was mainly attributable to the fluctuation in
unit selling price of primary products during the period under review. As
compared to last corresponding period, the average selling price per ton
of the Group's products methylene chloride and chloroform was about
RMB3,400 and RMB3,100, increased by approximately 6% and 19%
respectively. The average selling price per ton of caustic soda was about
RMBB890, decreased by approximately 24%. The average selling price
per ton of polytetrafluoroethylene was about RMB53,000, decreased by
approximately 30%, while the average selling price per ton of hydrogen
peroxide was about RMB1,000, decreased by approximately 38%.

The actual production output of the main products for the period
(including self-consumption) was approximately 160,000 tons for CMS
products, approximately 250,000 tons for 100% dry basis caustic soda,
approximately 3,800 tons for polytetrafluoroethylene, while for 27.5%
hydrogen peroxide was approximately 100,000 tons.

Selling and distribution expenses

Selling and distribution expenses incurred for the six months ended 30
June 2019 was approximately HK$107 million, representing a decrease
of approximately HK$2 million as compared to approximately HK$109
million for last corresponding period. The change was mainly a combined
effect of the reduction in transportation cost and additional packaging
costs for deliveries to customers for further market penetration. The
selling and distribution expenses represented about 6.2% of the total
revenue for the period, representing an increase as compared to 5.6% of
last corresponding period.

General and administrative expenses

General and administrative expenses incurred for the six months ended
30 June 2019 was approximately HK$84 million, which decreased by
approximately HK$21 million as compared to HK$105 million for the
same period last year. The decrease was mainly due to decrease in taxes
and surcharges and the overall cost control of the Group. General and
administrative expenses represented approximately 4.9% of the total
revenue for the period, comparable to 5.4% 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 2019 were
approximately HK$71 million, reduced by approximately HK$6 million
as compared to approximately HK§77 million for the same period last
year. Despite the moderate decrease in research and development
cost in alignment with the decrease in revenue, during the period
under review, the Group continues to devote its resources in research
and development of new products and optimized process technology,
increased the recruitment of senior scientists and chemical engineers and
maintained the sustainable development of the Group.

Finance costs

The net interest expenses incurred for the six months ended 30 June
2019 was approximately HK$41 million, reduced by approximately
HK$4 million as compared to approximately HK$45 million for last
corresponding period. The decrease was mainly because the Group
actively lowers the overall loan balances to reduce the net interest
expenses.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

As at 30 June 2019, the total shareholders' equity of the Group was
approximately HK$3,763 million (31 December 2018: HK$3,479
million), current assets were approximately HK$1,690 million (31
December 2018: HK$1,736 million) and current liabilities approximately
HK$1,552 million (31 December 2018: HK$1,541 million). The current
ratio was 1.09 as at 30 June 2019 (31 December 2018: 1.13).

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 2019, the Group had outstanding
bank borrowings of approximately HK$1,859 million (31 December
2018: HK$1,874 million). These bank loans were secured by corporate
guarantees provided by the Company and its certain subsidiaries. As
at 30 June 2019, the Group maintained bank balances and cash of
approximately HK$591 million (31 December 2018: HK$593 million).
The Group's net debt-to-equity ratio (total bank borrowings net of cash
and cash equivalents over shareholders’ equity) was 33.69% as at 30
June 2019 (31 December 2018: 36.83%).

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 2019, the Group had a workforce of around 2,050
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 2019, 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$0.10 each of the Company

Number of issued

BEROHEZ 2ZH

ARRA] - BEEBRAT - HEAERNBARR
AEEMERREA - SIESEEA R - (&
ARAEREBANR B S EAMEAE
BB BESFMESHS -

ESRKG - HEAROREEED 2ER

MR2019F6 A30H » A RRIEFENZEITH
UNCDSEE A YN UNCTEE= 8 5l 3NE]
(E&RBHLHERMEXVE) 2&Hh - 8
R REREET  BHEREESNRHEX
BIEXVELET7 M8 EE e AN F) Bk
BT~ KB REERRIRIE R 5 M B KA1 5535215
BREZELM - 2 RELTRANZ LT
HAZ EARESETESFR H AT
BI([Z2s7 ) Me AR a) MR T2 #EZ
FoxBnT -

(@) REQXTARBZHFR

KRB G010 T2 LBk

Percentage of the issued
share capital of

Name of director Capacity ordinary shares held the Company

e 81T TN

EEnA =37} ZERGEE CBITREAES L

Mr. Lee Man Yan Beneficial owner 495,000,000 60%
FNREE BEmEAA

(b) Share options (b) EBRHE

Number of ordinary Percentage of the

shares subject to issued share capital

Name of director Capacity options granted of the Company

REH R E ERDRE BT

EEpE =37 Y RNEBEREE RAEBDL

Mr. Lee Man Yan Beneficial owner 82,500,000 10%

FNREE BB A

Other than disclosed above, as at 30 June 2019, 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 2019, shareholders (other than directors and chief
executives of the Company) who had interests and short positions in the
shares and underlying shares of the Company which have been disclosed
to the Company under the provisions of Divisions 2 and 3 of Part XV of
the SFO, or which were recorded in the register required to be kept by
the Company under Section 336 of the SFO were as follows:

Long positions

Ordinary shares of HK$0.10 each of the Company

Number of issued
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M2019F6 A30H * BRER(ARAIEFS &
BITHABBRIN RARQE 2D KA D
o A EREES RSN EXVEIE2 R
INEBAARBEE « RECERRIEES K
HEEPIEIZ6IEBERAREIFE 2 &tz
ERIKBWT

HE
KATFHRON0B T2 LB

Percentage of the
issued share capital

Name of shareholder Capacity ordinary shares held of the Company
HE 8T

MRER Pt £ =37 HEBRHE RAEBDL

Ms. Kwok Ching Yee Lorinda Interest of Spouse 495,000,000 60%

WEFRR L fo et

Dr. Lee Wan Keung Patrick Beneficial Owner 123,750,000 15%

FEREL BEREAA

Other than disclosed above, as at 30 June 2019, 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 2019.
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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 2019.

COMPLIANCE WITH THE CODE ON CORPORATE
GOVERNANCE PRACTICES

In the opinion of the directors, the Company has complied with the
code provisions set out in the Corporate Governance Code (the “Code”)
contained in Appendix 14 to the Listing Rules throughout the six months
ended 30 June 2019.

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 2019.

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, 13 August 2019

32

HHER 5 2 BRESA

ARAERAFETAERERETESFR

PZITRTR e ARBEAABEEESIELA
BEMR  2REFHTHRBEE2019F6A
30EIJJ:61IH A B TIRETAIFH 2 RER

FE2RAE  AREIREE201996A3081tE6
BAARN—EET EMRAMNE14HDEER
SR SRR ) Aol 2 SFRIMEST -

EREES

AR 2 BZE B ERIMBIYIFRITEST
?%?ﬁf“zEBBSiﬂzéﬂﬂi&ﬁE%%&

EREEeERASBE Y EEERTASEH
FriRay s @5t R B REF - W B FhREP e
MEERREEEHETHH 0 HPREER
AEBEFHZE2019%6 A30H IF61E AR R &LE
IR HAEAE -

yMEES

REATR RARERIUFMEES @ I
NEmBERALZEGNERIBE - M
ZESKEBBERERMERSLL - FERSELEBBS
KIF@L - MRELE - 2HKEBRIBIL
FHITES -

REZEE
ABEATH ARREKIREZEE - I
NEEBREHPEZESHERERE - 2%
ZEEeNEREE I BRE(ERE) TRE
Sk FERFEABBSAF LT - FERMESE
o Hh =K B BB IENITES -

RREFE
FIE

B 201998H13H



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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