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General

The Company is a public limited company incorporated and
registered as an exempted company with limited liability in the
Cayman Islands under the Companies Law (2001 Second Revision)
of the Cayman Islands on 21 May 2003 and its shares are listed on
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).
Its ultimate holding company is Gold Best Holdings Ltd. (“Gold
Best”), a company incorporated in the British Virgin Islands. The
addresses of the registered office and principal place of business of
the Company are disclosed in the Corporate Information to the
annual report.

The financial statements are presented in Hong Kong dollars, which
is the functional currency of the Company.

The Company acts as an investment holding company. The principal
activities of its principal subsidiaries are set out in note 36.

Application of Hong Kong Financial Reporting
Standards/Changes in Accounting Policies

In the current year, the Group has applied, for the first time, a
number of new Hong Kong Financial Reporting Standards
(“HKFRSs"), Hong Kong Accounting Standards (“HKASs"”) and
Interpretations (“INTs") (hereinafter collectively referred to as “new
HKFRSs"”) issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA") that are effective for accounting periods
beginning on or after 1 January 2005. The application of the new
HKFRSs has resulted in a change in the presentation of the
consolidated income statement and consolidated statement of
changes in equity. The changes in presentation have been applied
retrospectively. The adoption of the new HKFRSs has resulted in
changes to the Group’s accounting policies in the following areas
that have an effect on how the results for the current and prior
accounting years are prepared and presented.
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NOTES TO THE FINANCIAL STATEMENTS
PR FTRE

For the year ended 31 March 2006 #ZE—FTENF=H=1—HIFFEZ

Application of Hong Kong Financial Reporting
Standards/Changes in Accounting Policies
(Continued)

Share-based Payments

In the current year, the Group has applied HKFRS 2 “Share-based
Payment” which requires an expense to be recognised where the
Group buys goods or obtains services in exchange for shares or
rights over shares (“equity-settled transactions”). The principal
impact of HKFRS 2 on the Group is in relation to the expensing of
the fair value of share options granted to directors and employees
of the Company, determined at the date of grant of the share
options, over the vesting period. Prior to the application of HKFRS
2, the Group did not recognise the financial effect of these share
options until they were exercised. The Group has applied HKFRS 2
to share options granted for the accounting period on or after 1
April 2005. In relation to share options granted before 1 April 2005,
the Group is still required to apply HKFRS 2 retrospectively to share
options that were granted after 7 November 2002 and had not
vested on 1 January 2005.

The effect of this change in accounting policy on the results for the
year is an increase in share-based payment expenses of
HK$1,573,000 (see note 3 for the financial impact).

Financial Instruments

In the current year, the Group has applied HKAS 32 “Financial
Instruments: Disclosure and Presentation” and HKAS 39 “Financial
Instruments: Recognition and Measurement”. HKAS 32 requires
retrospective application. HKAS 39, which is effective for annual
periods beginning on or after 1 January 2005, generally does not
permit the recognition, derecognition or measurement of financial
assets and liabilities on a retrospective basis. The application of HKAS
32 has had no material impact on how the financial instruments of
the Group are presented for current and prior accounting periods.
The principal effects resulting from the implementation of HKAS
39 are summarised below.
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Application of Hong Kong Financial Reporting
Standards/Changes in Accounting Policies
(Continued)

Financial Instruments (Continued)

Convertible bonds

The principal impact of HKAS 32 on the Group is in relation to
convertible bonds issued by the Company that contain both liability
and equity components. HKAS 32 requires an issuer of a compound
financial instrument that contains both financial liability and equity
components to separate the compound financial instrument into
the liability and equity components on initial recognition and to
account for these components separately. In subsequent periods,
the liability component is carried at amortised cost using the effective
interest method. The Group has applied HKAS 32 on the convertible
bonds issued during the year. The change of this accounting policy
has resulted in an increase in interest on convertible bonds of
HK$12,712,000 (see note 3 for the financial impact).

Classification and measurement of financial assets and
financial liabilities

The Group has applied the relevant transitional provisions in HKAS
39 with respect to the classification and measurement of financial
assets and financial liabilities that are within the scope of HKAS 39.

Financial assets and financial liabilities other than debt and
equity securities

From 1 April 2005 onwards, the Group has classified and measured
its financial assets and financial liabilities in accordance with the
requirements of HKAS 39. Financial assets under HKAS 39 are
classified as “financial assets at fair value through profit or loss”,
“available-for-sale financial assets”, “loans and receivables” or
“held-to-maturity financial assets”. Financial assets at fair value
through profit or loss and available-for-sale financial assets are carried
at fair value, with changes in fair values recognised in profit or loss
and equity, respectively. Loans and receivables and held-to-maturity
financial assets are measured at amortised cost using the effective
interest method after initial recognition. Financial liabilities are
generally classified as “financial liabilities at fair value through profit
orloss” or “other financial liabilities”. Financial liabilities at fair value
through profit or loss are measured at fair value, with changes in
fair value being recognised in profit or loss directly. Other financial
liabilities are carried at amortised cost using the effective interest
method after initial recognition. The adoption of HKAS 39 has had
no material effect on the Group’s accumulated profits.
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NOTES TO THE FINANCIAL STATEMENTS
PR FTRE

For the year ended 31 March 2006 #ZE—FTENF=H=1—HIFFEZ

Application of Hong Kong Financial Reporting
Standards/Changes in Accounting Policies
(Continued)

Financial Instruments (Continued)

Derivatives and hedging

From 1 April 2005 onwards, all derivatives that are within the scope
of HKAS 39 are required to be carried at fair value at each balance
sheet date regardless of whether they are deemed as held for trading
or designated as effective hedging instruments. HKAS 39 requires
derivatives embedded in a non-derivatives host contract to be
accounted for separately when the economic risks and characteristics
are not closely related to those of the host contract and the host
contract is not carried at fair value through profit or loss. Under
HKAS 39, derivatives (including embedded derivatives separately
accounted for from the non-derivative host contracts) are deemed
as held-for-trading financial assets or financial liabilities, unless they
qualify and are designated as effective hedging instruments. As a
result, certain options embedded in the convertible bonds are
separately accounted for and recorded as derivative financial
instruments in the balance sheet, with changes in fair value
recognised in the income statement. Options embedded in
convertible bonds issued during the year and decrease in the fair
value of these derivative financial instruments during the year
amounting to HK$24,000,000 and HK$22,800,000, respectively.
This change in accounting policy has also resulted in a gain arising
from change in fair value of currency structured instruments of
HK$1,131,000 and a loss arising from change in fair value of another
currency structured instruments of HK$828,000 for the year.
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Application of Hong Kong Financial Reporting
Standards/Changes in Accounting Policies
(Continued)

Financial Instruments (Continued)

Derecognition

HKAS 39 provides more rigorous criteria for the derecognition of
financial assets than the criteria applied in previous periods. Under
HKAS 39, a financial asset is derecognised, when and only when,
either the contractual rights to the asset’s cash flows expire, or the
asset is transferred and the transfer qualifies for derecognition in
accordance with HKAS 39. The decision as to whether a transfer
qualifies for derecognition is made by applying a combination of
risks and rewards and control tests. The Group has applied the
relevant transitional provisions and applied the revised accounting
policy prospectively to transfers of financial assets from 1 April 2005
onwards. As a result, the Group’s bills receivable discounted with
full recourse which were derecognised prior to 1 April 2005 have
not been restated. As at 31 March 2006, the Group’s bills receivable
discounted with full recourse of HK$49,313,000 have been
recognised under bills receivable and the related borrowings of
HK$49,313,000 have been recognised under secured bank
borrowings. This change in accounting policy has had no material
effect on results for the current year.

Owner-occupied Leasehold Interest in Land

In previous years, owner-occupied leasehold land and buildings were
included in property, plant and equipment and measured using
the cost model. In the current year, the Group has applied HKAS
17 "Leases”. Under HKAS 17, the land and buildings elements of a
lease of land and buildings are considered separately for the
purposes of lease classification, unless the lease payments cannot
be allocated reliably between the land and buildings elements, in
which case, the entire lease is generally treated as a finance lease.
To the extent that the allocation of the lease payments between
the land and buildings elements can be made reliably, the leasehold
interests in land are reclassified to prepaid lease payments under
operating leases, which are carried at cost and amortised over the
lease term on a straight-line basis. This change in accounting policy
has been applied retrospectively, which resulted in a decrease in
property, plant and equipment of HK$86,517,000 and an increase
in prepaid lease payments of HK$86,517,000 as at 31 March 2005
(see note 3 for the financial impact).
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NOTES TO THE FINANCIAL STATEMENTS
PR FTRE

For the year ended 31 March 2006 #ZE—FTENF=H=1—HIFFEZ

3. Summary of the Effects of the Changes in 3. & BRESHHNZEHE
Accounting Policies
The effects of the changes in the accounting policies described in 2R Ry SRR R 2T
note 2 above are as follows:

(i) On results (i) #¥4% L
2006 2005
ZEEXREF “ETREF
HK$’000 HK$'000
FET FAT
Recognition of share-based payments At 2 (T iR A 2
as expenses (1,573) -
Loss arising from change in fair value of EOTEI B T AN TE
derivative financial instrument HENFTE £ EE (828) =
Gain arising from change in fair value of EOTEI B TEATE
derivative financial instrument HEPTEEMNST 23,931 =
Effective interest expense on the liability MR ESaERGD 2
component of convertible bonds ERF SR (12,712) =
Increase in profit for the year F AT 8,818 =
(i) On income statement line items (i) REFZENEBL
2006 2005
ZEEXREF “ETREF
HK$’000 HK$'000
T#xT FH&TT
Increase in other income E AU AN 23,931 =
Increase in administrative expenses 1TBUF LN (2,401) =
Increase in finance costs B 75 AR AN A0 (12,712) =
Increase in profit for the year FANAT)IE N 8,818 =
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3. Summary of the Effects of the Changes in 3.

Accounting Policies (Continued)
(iii) On balance sheet items

BREREFOZERE (&)

(i) "NEEREREE L

As at As at

31 March 2005 HKAS 17 31 March 2005

RIETHE FTHGHEN RITERE

=B=+—H 17% =BA=+—H

HK$'000 HK$'000 HK$'000

TAT FHT FAT

(originally stated) (restated)

(REZF) (51

Property plant and equipment EN S 2,584,293 (86,517) 2,497,776
Prepaid lease payments BATRETR

— non-current portion —IEmE = 84,536 84,586

Prepaid lease payments — current portion & & 2B — R ENEF D - 1,931 1,931

Total effect on assets and liabilities HEEMBEZREYE 2,584,293 = 2,584,293

The application of the new HKFRSs has had no effect to the
Group’s equity at 1 April 2004 and 31 March 2005.

The Group has not early applied the following new standards,
amendments and interpretations that have been issued but
are not yet effective.

The directors of the Company anticipate that the application
of these standards, amendments and interpretations will have
no material impact on the financial statements of the Group
except for HKAS 19 (Amendment) “ Actuarial Gains and Losses,
Group Plans and Disclosures” which introduces an additional
recognition option for actuarial gains and losses arising in post-
employment defined benefit plans. The directors have not yet
decided which options to be selected in accordance with the
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NOTES TO THE FINANCIAL STATEMENTS
PR FTRE

For the year ended 31 March 2006 #ZE—FTENF=H=1—HIFFEZ

3. Summary of the Effects of the Changes in 3. &HBSRESHHZERE (&)
Accounting Policies (Continued)
(iii) On balance sheet items (Continued)

HKAS 1 (Amendment) Capital disclosures! BRSITENZR (BB ERRE

HKAS 19 (Amendment)  Actuarial gains and losses, BAGIENZ19% (TE:])  HERE £E:HE
group plans and disclosures? R

HKAS 21 (Amendment)  Net investment in a foreign BRCIENENS (LT IR CFRE
operation?

HKAS 39 (Amendment)  Cash flow hedge accounting of BASIEE0N (7)) BHEEALAERS
forecast intragroup pa: ki)
transactions? SHERR

HKAS 39 (Amendment)  The fair value option? BRGIENE0N (L) ATESR

(i) REERBEEB L (&)

HKAS 39 & HKFRS 4 Financial guarantee contracts? BEGMEAERRES  HBERSD
(Amendments) B RAZERI A%, ((57T)
HKFRS 6 Exploration for and evaluation BAUBREERECT BEER BRI
of mineral resources?
HKFRS 7 Financial instruments: BANBREENZTH UBIABE

Disclosures’

HK(IFRIC) — INT 4 Determining whether an % ERHRRERE ErtHeTasEe
arrangement contains a lease? Z88)RREM

HK(IFRIC) — INT 5 Rights to interests arising from &5 (ARaBHERE B RERRRER
decommissing, restoration £88)RRE BeMEE 2R
and environmental LTERIP
rehabilitation funds?

HK(FRIC) — INT 6 Liabilities arising from &5 (ARABIE 2R SERETRELL
participating in a specific Z88)2EE6T BE-EEENR
market — waste electrical and ETEE
electronic equipment?

HK(FRIC) — INT 7 Applying the restatement &5 (ARaBHERE BEEESTE
approach under HKAS29 289)3EETH E1RRMRE
Financial Reporting in BIREET 28
Hyperinflationary Economies* RERRETA

HK(IFRIC) — INT 8 Scope of HKFRS 2° B (ERIBRERE BRMBEAELS

88 RREST N

HK(IFRIC) — INT 9 Reassessment of embedded &% (ARIERERE BiEASTETE

derivativess Z88)REEW

' Effective for annual periods beginning on or after

1 January 2007.

2 Effective for annual periods beginning on or after

1 January 2006.

3 Effective for annual periods beginning on or after

1 December 2005.

4 Effective for annual periods beginning on or after

1 March 2006.

> Effective for annual periods beginning on or after

1 May 2006.

6 Effective for annual periods beginning on or after

1 June 2006.
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Significant Accounting Policies

The consolidated financial statements have been prepared under
the historical cost basis except for certain financial instruments,
which are measured fair values, as explained in the accounting
policies set out below.

The financial statements have been prepared in accordance with
HKFRSs issued by the HKICPA. In addition, the financial statements
include applicable disclosures required by the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”)
and by the Hong Kong Companies Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to 31
March each year.

The results of subsidiaries acquired or disposed of during the year
are included in the consolidated income statement from the effective
date of acquisition or up to the effective date of disposal, as
appropriate.

Where necessary, adjustments are made to the financial statements
of subsidiaries to bring their accounting policies in line with those
used by other members of the Group.

All intra-group transactions, balances, income and expenses are
eliminated on consolidation.

Revenue recognition

Sales of goods are recognised when goods are delivered and title
has passed and are measured at the fair value of the consideration
received or receivable.

Interest income from a financial asset is accrued on a time basis, by
reference to the principal outstanding and at the effective interest
rate applicable, which is the rate that discounts the estimated future
cash receipts through the expected life of the financial asset to that
asset’s net carrying amount.

Steam income is recognised on a monthly basis by fixed charge in
accordance with the agreement.

Property, plant and equipment

Property, plant and equipment other than construction in progress,
are stated at cost less depreciation, amortisation and accumulated
impairment losses.
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NOTES TO THE FINANCIAL STATEMENTS
PR FTRE

For the year ended 31 March 2006 #ZE—FTENF=H=1—HIFFEZ

Significant Accounting Policies (Continued)
Property, plant and equipment (Continued)

Depreciation and amortisation are provided to write off the cost of
items of property, plant and equipment other than construction in
progress and freehold land over their estimated useful lives, and
after taking into account their estimated residual value, using the
straight line method.

Construction in progress is stated at cost which includes all
development expenditure and other direct cost attributable to such
projects. It is not depreciated until completion of construction. Costs
on completed construction works are transferred to the appropriate
categories of property, plant and equipment.

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to arise
from the continued use of the asset. Any gain or loss arising on
derecognition of the asset (calculated as the difference between
the net disposal proceeds and the carrying amount of the item) is
included in the income statement in the year in which the item is
derecognised.

Prepaid lease payments

Prepaid lease payments, which represent up-front payments to
acquire leasehold land interest, are stated at cost and released to
the income statement over the period of the lease on a straight-
line basis.

Impairment

At each balance sheet date, the Group reviews the carrying amounts
of its assets to determine whether there is any indication that those
assets have suffered an impairment loss. If the recoverable amount
of an asset is estimated to be less than its carrying amount, the
carrying amount of the asset is reduced to its recoverable amount.
An impairment loss is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset
in prior years. A reversal of an impairment loss is recognised as
income immediately.

Inventories
Inventories are stated at the lower of cost and net realisable value.
Cost is calculated using the weighted average method.
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Significant Accounting Policies (Continued)
Leasing

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership
to the lessee. All other leases are classified as operating leases.

Rentals payable under operating leases are charged to profit or loss
on a straight-line basis over the term of the relevant lease. Benefits
received and receivable as an incentive to enter into an operating
lease are recognised as a reduction of rental expense over the lease
term on a straight-line basis.

Retirement benefit costs

Payments to defined contribution retirement benefit plans/state-
managed retirement benefit schemes/the Mandatory Provident Fund
Scheme (the “MPF Scheme") are charged as an expense as they
fall due.

For defined retirement benefit plans, the cost of providing benefits
is determined using the projected unit credit method, with actuarial
valuations being carried out annually. Actuarial gains and losses
which exceed 10% of the greater of the present value of the defined
benefit obligations and the fair value of plan assets are amortised
over the expected average remaining working lives of the
participating employees. Past service cost is recognised immediately
to the extent that the benefits are already vested, and otherwise is
amortised on a straight-line basis over the average period until the
amended benefits become vested.

The amount recognised in the balance sheet represents the fair
value of plan assets as adjusted for unrecognised actuarial gains
and losses, and as reduced by the present value of the defined
benefit obligation. Any asset resulting from this calculation is limited
to unrecognised actuarial losses and past service cost, plus the
present value of available refunds and reductions in future
contributions to the plan.

Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recorded in its functional currency
(i.e. the currency of the primary economic environment in which
the entity operates) at the rates of exchanges prevailing on the
dates of the transactions. At each balance sheet date, monetary
items denominated in foreign currencies are retranslated at the
rates prevailing on the balance sheet date. Non-monetary items
that are measured in terms of historical cost in a foreign currency
are not retranslated.
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NOTES TO THE FINANCIAL STATEMENTS
PR FTRE

For the year ended 31 March 2006 #ZE—FTENF=H=1—HIFFEZ

Significant Accounting Policies (Continued)
Foreign currencies (Continued)

Exchange differences arising on the settlement of monetary items,
and on the translation of monetary items, are recognised in profit
or loss in the period in which they arise, except for exchange
differences arising on a monetary item that forms part of the Group’s
net investment in a foreign operation, in which case, such exchange
differences are recognised in equity in the consolidated financial
statements.

For the purposes of presenting the consolidated financial statements,
the assets and liabilities of the Group’s foreign operations are
translated into the presentation currency of the Company (i.e. Hong
Kong dollars) at the rate of exchange prevailing at the balance
sheet date, and their income and expenses are translated at the
average exchange rates for the year, unless exchange rates fluctuate
significantly during the period, in which case, the exchange rates
prevailing at the dates of transactions are used. Exchange differences
arising, if any, are recognised as a separate component of equity
(the translation reserve). Such exchange differences are recognised
in profit or loss in the period in which the foreign operation is
disposed of.

Income tax expense
Income tax expense represents the sum of the tax currently payable
and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit as reported in the income statement
because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are never
taxable or deductible. The Group’s liability for current tax is calculated
using tax rates that have been enacted or substantively enacted by
the balance sheet date.

Deferred tax is recognised on differences between the carrying
amounts of assets and liabilities in the consolidated financial
statements and the corresponding tax bases used in the
computation of taxable profit, and is accounted for using the balance
sheet liability method. Deferred tax liabilities are generally recognised
for all taxable temporary differences and deferred tax assets are
recognised to the extent that it is probable that taxable profits will
be available against which deductible temporary differences can
be utilised. Such assets and liabilities are not recognised if the
temporary difference arises from the initial recognition of other
assets and liabilities in a transaction that affects neither the taxable
profit nor the accounting profit.
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Significant Accounting Policies (Continued)

Income tax expense (Continued)

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, except where the
Group is able to control the reversal of the temporary difference
and it is probable that the temporary difference will not reverse in
the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow all
or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply
in the period when the liability is settled or the asset is realised.
Deferred tax is charged or credited to profit or loss, except when it
relates to items charged or credited directly to equity, in which case
the deferred tax is also dealt with in equity.

Financial instruments

Financial assets and financial liabilities are recognised on the balance
sheet when a group entity becomes a party to the contractual
provisions of the instrument. Financial assets and financial liabilities
are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and financial
liabilities (other than financial assets and financial liabilities at fair
value through profit or loss) are added to or deducted from the fair
value of the financial assets or financial liabilities, as appropriate,
on initial recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair value
through profit or loss are recognised immediately in profit or loss.

Financial assets

The Group's financial assets are classified as financial assets at fair
value through profit or loss and loans and receivables. The
accounting policies adopted in respect of each category of financial
assets are set out below.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial
assets held for trading. At each balance sheet date subsequent to
initial recognition, financial assets at fair value through profit or
loss are measured at fair value, with changes in fair value recognised
directly in profit or loss in the period in which they arise.
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NOTES TO THE FINANCIAL STATEMENTS
PR FTRE

For the year ended 31 March 2006 #ZE—FTENF=H=1—HIFFEZ

Significant Accounting Policies (Continued)
Financial assets (Continued)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
At each balance sheet date subsequent to initial recognition, loans
and receivables (including trade receivables, bills receivable, other
receivables, amount due from a related company and bank deposits)
are carried at amortised cost using the effective interest method,
less any identified impairment losses. An impairment loss is
recognised in profit or loss when there is objective evidence that
the asset is impaired, and is measured as the difference between
the asset's carrying amount and the present value of the estimated
future cash flows discounted at the original effective interest rate.
Impairment losses are reversed in subsequent periods when an
increase in the asset’s recoverable amount can be related objectively
to an event occurring after the impairment was recognised, subject
to a restriction that the carrying amount of the asset at the date
the impairment is reversed does not exceed what the amortised
cost would have been had the impairment not been recognised.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group entity
are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial liability
and an equity instrument.

An equity instrument is any contract that evidences a residual interest
in the assets of the Group after deducting all of its liabilities. The
accounting policies adopted in respect of financial liabilities and
equity instruments are set out below.

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial
liabilities held for trading. At each balance sheet date subsequent
to initial recognition, financial liabilities at fair value through profit
or loss are measured at fair value, with changes in fair value
recognised directly in profit or loss in the period in which they arise.

Other financial liabilities

Other financial liabilities including trade and bills payable, other
payables and bank borrowings. They are subsequently measured
at amortised cost, using the effective interest rate method.
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Significant Accounting Policies (Continued)
Financial liabilities and equity (Continued)

Convertible bonds

Convertible bonds issued by the Company that contain both
financial liability and equity components are classified separately
into respective liability and equity components on initial recognition.
On initial recognition, the fair value of the liability component is
determined using the prevailing market interest of similar non-
convertible debts. The difference between the proceeds of the issue
of the convertible bonds and the fair value assigned to the liability
component, representing the embedded call option for the holder
to convert the bonds into equity, is included in equity (convertible
bonds equity reserve).

In subsequent periods, the liability component of the convertible
bonds is carried at amortised cost using the effective interest method.
The equity component, represented by the option to convert the
liability component into ordinary shares of the Company, will remain
in convertible bonds equity reserve until the embedded option is
exercised in which case the balance stated in convertible bonds
equity reserve will be transferred to share premium. Where the
option remains unexercised at the expiry date, the balance stated
in convertible bonds equity reserve will be transferred to the
accumulated profits. No gain or loss is recognised in profit or loss
upon conversion or expiration of the option.

Transaction costs that relate to the issue of the convertible bonds
are allocated to the liability and equity components in proportion
to the allocation of the proceeds. Transaction costs relating to the
equity component are charged directly to equity. Transaction costs
relating to the liability component are included in the carrying
amount of the liability portion and amortised over the period of
the convertible bonds using the effective interest method.

Equity instruments
Equity instruments issued by the Company are recorded at the
proceeds received, net of direct issue costs.

Derivative financial instruments

Derivatives that do not qualify for hedge accounting

Derivatives that do not qualify for hedge accounting are deemed
as financial assets held for trading or financial liabilities held for
trading. Changes in fair values of such derivatives are recognised
directly in profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS
PR FTRE

For the year ended 31 March 2006 #ZE—FTENF=H=1—HIFFEZ

Significant Accounting Policies (Continued)
Derivative financial instruments (Continued)

Embedded derivatives

Derivatives embedded in non-derivative host contracts are separated
from the relevant host contracts and deemed as held-for-trading
when the economic characteristics and risks of the embedded
derivatives are not closely related to those of the host contracts,
and the combined contracts are not measured at fair value through
profit or loss.

Derivative financial instrument is initially measured at fair value on
the contract date, and is remeasured to fair value at subsequent
reporting date.

Derecognition

Financial assets are derecognised when the rights to receive cash
flows from the assets expire or, the financial assets are transferred
and the Group has transferred substantially all the risks and rewards
of ownership of the financial assets. On derecognition of a financial
asset, the difference between the asset’s carrying amount and the
sum of the consideration received and the cumulative gain or loss
that had been recognised directly in equity is recognised in profit or
loss.

For financial liabilities, they are removed from the Group’s balance
sheet when, and only when, it is extinguished (i.e. when the
obligation specified in the relevant contract is discharged, cancelled
or expires). The difference between the carrying amount of the
financial liability derecognised and the consideration paid or payable
is recognised in profit or loss.

Equity-settled share-based payment transactions

For share options granted to directors and employees of the
Company, the fair value of services received determined by reference
to the fair value of share options granted at the grant date is
expensed on a straight-line basis over the vesting period, with a
corresponding increase in share options reserve in equity.

At the time when the share options are exercised, the amount
previously recognised in share options reserve will be transferred to
share premium. When the share options are forfeited after the
vesting date or are still not exercised at the expiry date, the amount
previously recognised in share options reserve will be transferred to
accumulated profits.
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5. Key Sources of Estimation Uncertainty

In the process of applying the Group’s accounting policies which
are described in note 4, management makes various estimates based
on past experience, expectations of the future and other
information. The key sources of estimation uncertainty that can
significantly affect the amounts recognised in the financial
statements are disclosed below.

Income taxes

As at 31 March 2006, a deferred tax asset of HK$19,956,000 was
recognised in the Group's balance sheet in relation to the unused
tax losses. The realisability of the deferred tax asset mainly depends
on whether sufficient future profits or taxable temporary differences
will be available in the future. In cases where the actual future
profits generated are less than expected, a material reversal of
deferred tax assets may arise, which would be recognised in the
income statement for the period in which such a reversal takes
place.

Financial Risk Management Objectives and
Policies

The Group’s major financial instruments include trade receivables,
bills receivable, bank balances, trade and bills payable, amount due
from a related company, bank borrowings, convertible bonds and
derivative financial instruments. Details of these financial instruments
are disclosed in respective notes. The risks associated with these
financial instruments and the policies on how to mitigate these
risks are set out below. The management manages and monitors
these exposures to ensure appropriate measures are implemented
on a timely and effective manner.

Currency risk

The sales transactions of the Group are denominated in United
States Dollars, Hong Kong Dollars and Renminbi (“RMB”), and there
are purchases of inventories, expenses and acquisition cost of plant
and equipment that required to be settled in United States Dollars,
Japanese Yen, Hong Kong Dollars and Euro dollars. Certain trade
receivables, trade payables and bank balances of the Group are
denominated in foreign currencies. The Group has used currency
structured instruments, foreign currency borrowings or other means
to hedge its foreign currency exposure. In this regard, the directors
of the Company consider that the Group’s currency risk is
significantly reduced.
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NOTES TO THE FINANCIAL STATEMENTS
PR FTRE

For the year ended 31 March 2006 #ZE—FTENF=H=1—HIFFEZ

Financial Risk Management Objectives and
Policies (Continued)

Credit risk

The Group’s maximum exposure to credit risk in the event of the
counterparties, failure to perform their obligations as at 31 March
2006 in relation to each class of recognised financial assets is the
carrying amount of those assets as stated in the consolidated balance
sheet. In order to minimise the credit risk, the management of the
Group has delegated a team responsible for determination of credit
limits, credit approvals and other monitoring procedures to ensure
that follow-up action is taken to recover overdue debts. In addition,
the management reviews the recoverable amount of each individual
trade debt at each balance sheet date to ensure that adequate
impairment losses are made for irrecoverable amounts. In this regard,
the directors of the Company consider that the Group’s credit risk
is significantly reduced.

The credit risk on bank deposits is limited because the counterparties
are banks with good reputation.

The Group has no significant concentration of credit risk, with
exposure spread over a number of counterparties and customers.

Interest rate risk

The Group’s fair value and cash flow interest rate risks mainly related
to fixed and variable rate borrowings. The Group’s bank balances
have exposure to cash flow interest rate due to the fluctuation of
the prevailing market interest rate on bank balances. The directors
of the Company consider that the Group's exposure of the short
term bank deposits and bank borrowings to interest rate risk is not
significant as interest bearing bank balances and borrowings are
within short maturity periods. The Group currently does not have
any interest rate hedging policy. The directors monitor the Group’s
exposure on ongoing basis and will consider hedging interest rate
risk should the need arises.

Business and Geographical Segments

Business segments

For management purposes, the Group is currently organised into
two operating businesses — manufacture and sales of paper, and
manufacture and sales of pulp. These businesses are the basis on
which the Group reports its primary segment information.
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Business and Geographical Segments (Continued) 7. %% R tis 5 &8 (&)
Business segments (Continued) EENHI ()
Segment information about these businesses is presented below: NI ER 2RI T
2006 ZEFEARE
Consolidated income statement A e
Paper Pulp Eliminations Consolidated
#k K I B SE
HK$'000 HK$'000 HK$'000 HK$'000
FET FERT FERT FET
Turnover — External sales ERT-EHIMHE 3,388,481 389,573 - 3,778,054
Inter-segment sales E pALkl = - 424,519 (424,519) =
3,388,481 814,092 (424,519) 3,778,054
SEGMENT RESULTS TIREE 643,645 53,007 - 696,652
Unallocated corporate income Fivax = Wa/NCIL PN 1,871
Finance costs SR ID N (72,937)
Profit before taxation T AT A 625,586
Income tax expense NGB (25,558)
Profit for the year REE A 600,028
Inter-segment sales are charged at market value or, where no market F7% 2 EHE AT EEREC R EmiEE
price was available, at terms determined and agreed by both parties. 1o B AT R E MR = 2 (& E -
Consolidated balance sheet LA BEREE
Paper Pulp Consolidated
#Rok A =a
HK$'000 HK$'000 HK$'000
TF#ET TF#ET TF#ET
ASSETS -3
Segment assets DEEE 5,481,565 159,893 5,641,458
Unallocated corporate assets ROBZARIEE 132,558
Consolidated total assets IREREE 5,774,016
LIABILITIES afs
Segment liabilities DHEEE 243,576 125,127 368,703
Unallocated corporate liabilities V2N WA/NCTN = 1,828,269
Consolidated total liabilities rEBas 2,196,972
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NOTES TO THE FINANCIAL STATEMENTS
PR FTRE

For the year ended 31 March 2006 #ZE—FTENF=H=1—HIFFEZ

ET R AR (&)
EBoE (F)

7. Business and Geographical Segments (Continued) 7.
Business segments (Continued)

2006 (Continued) ZRERE (B)
Other information A A
Paper Pulp Consolidated
IR Ak =a
HK$’'000 HK$'000 HK$'000
FET FET FET
Capital expenditure BARMLES H 1,081,513 52,060 1,133,573
Depreciation and amortisation PrE K 96,862 1,127 97,989
Loss on disposal of property, HEME FE K
plant and equipment REEEREE 365 - 365
2005 —ETR4s
Consolidated income statement AR
Paper Pulp  Eliminations  Consolidated
R NHE g e
HK$'000 HK$'000 HK$'000 HK$'000
FHT FHT FHT FHTT
Turnover - External sales ERE-HIMNEE 2,771,423 - - 2,771,423
Inter-segment sales £ FEE - - - -
2,771,423 — — 2,771,423
SEGMENT RESULTS PEEE 435,848 - - 435,848
Unallocated corporate income v WA/NCT N 668
Finance costs BATERK AR (13,080)
Profit before taxation BADR A 423,436
Income tax expense FERRY (5,693)
Profit for the year NEE G A 417,743
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7. Business and Geographical Segments (Continued) 7. ¥ RIitENE (4)

Business segments (Continued) B (&)
2005 (Continued) —ETRF ()
Consolidated balance sheet HEBEEBEX
Paper Pulp  Consolidated
IR N RA
HK$’'000 HK$'000 HK$'000
FAT FETT FAT
ASSETS BE
Segment assets NEREE 3,897,175 124,703 4,021,878
Unallocated corporate assets RO 2 ARIEE 91,515
Consolidated total assets REREE 4,113,393
LIABILITIES af&
Segment liabilities Ak SU=Ni1 224,024 65,991 290,015
Unallocated corporate liabilities APz ARIAEE 781,917
Consolidated total liabilities EREE 1,071,932
- —
Other information
Paper Pulp  Consolidated
IR N ERE
HK$'000 HK$'000 HK$'000
FAT FET FAT
Capital expenditure EARMS H 639,959 81 640,040
Depreciation and amortisation e M SH 81,729 57 81,786
Loss on disposal of property, HEME BE R
plant and equipment RABE R ETE 6,816 - 6,816
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B RS HRAR B

For the year ended 31 March 2006 #ZE—FTENF=H=1—HIFFEZ

7. Business and Geographical Segments (Continued) 7. ¥ RithimisrEB (&)
Geographical segments 15 53 &R
The following table provides an analysis of the Group’s sales by TREZRWETSZE D AEEHENIIT &
geographical market, irrespective of the origin of the goods: FRp AR IR B R PR R M -
Sales revenue by Contribution to profit
geographical market before taxation
BittEHi5 8 o HSHERAN HerBF SR/
2006 2005 2006 2005
ZEERE | —TTHE | ZEERE | _TTHAE
HK$'000 HK$'000 HK$’000 HK$'000
T#ERT THET FTERT FAT
People’s Republic of China other I ARLAE-
than Hong Kong (the “PRC") BBBRIN([HEL) 2,020,665 1,351,053 358,772 223,159
Export sales delivered BB A TER
in the PRC (Note) H O EE (FiaE) 1,338,904 1,364,422 237,724 225,366
Others Hit 418,485 55,948 100,156 (12,677)
3,778,054 2,771,423 696,652 435,848
Interest income FEHA 1,871 668
Finance costs B AKZR (72,937) (13,080)
Profit before taxation BR A% Al 227 625,586 423,436
Income tax expense FIERRY (25,558) (5,693)
Profit for the year RERER 600,028 417,743

Note: These are sales to PRC customers who ultimately export the goods

outside the PRC.
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Business and Geographical Segments (Continued) 7.
Geographical segments (Continued)
The following is an analysis of the carrying amount of segment
assets and additions to property, plant and equipment, analysed

by the geographical area in which the assets are located:

R RIS ()
i 33 53 BB (45)

REEMEHRAOMHDBEEREE Y
¥ BEMEEAREINT

Carrying amount of Additions to property,
segment assets plant and equipment
SHEERETE WE BERRENRE
2006 2005 2006 2005
ZEEAE | ZTTHF | ZBERE | ZTTRF
HK$'000 HK$'000 HK$'000 HK$'000
FiEn Fi7 T F57
PRC other than Hong Kong HE (TEEEE) 5,629,665 4,020,751 1,072,715 639,385
Hong Kong 5 11,987 2,811 8,856 306
United States of America E3e 132,364 89,831 52,002 349
5,774,016 4,113,393 1,133,573 640,040
Finance Costs 8. HBAAE
2006 2005
—TEARE —EThEF
HK$'000 HK$’000
Fi#ExT FHET
Interest on bank borrowings RAFREEER
wholly repayable within five years ZRITIEERE 56,496 11,412
Interest on convertible bonds AR ESEE 2 F S 12,712 =
Other finance costs H A B TSR AR 3,729 1,668
72,937 13,080
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For the year ended 31 March 2006 #ZE—FTENF=H=1—HIFFEZ

9.

Income Tax Expense FF B
2006 2005
—EERE “TTRF
HK$’'000 HK$'000
FHET FHET

The charge comprises: MIEFR X BiE:

PRC Foreign Enterprise Income Tax PEISNY T 15,715 5,402
Deferred taxation RN 9,843 291
25,558 5,693

The Group’s profit is subject to taxation from the place of its
operations where its profit is generated. Taxation is calculated at
the rates prevailing in the relevant jurisdictions as set out below.

The subsidiaries in the PRC are entitled to exemption from PRC
Foreign Enterprise Income Tax for the two years starting from their
respective first profit-making year, followed by a 50% relief for the
three years thereafter.

The subsidiary in Malaysia carries on offshore trading activities in
Labaun, Malaysia, in a currency other than the Malaysian currency
with other group companies which are non-residents of Malaysia.
The tax rate for offshore trading companies in Labaun is charged at
a fixed annual rate of Malaysian RM20,000.

Under Decree-Law no. 58/99/M, a Macau company incorporated
under that Law (called “58/99/M Company”) is exempted from
Macau complementary tax (Macau income tax) as long as the
58/99/M Company does not sell its products to a Macau resident
company.

In the opinion of the directors, the Group is not subject to taxation
in any other jurisdictions in which the Group operates.

Details of deferred taxation are set out in note 28.
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Income Tax Expense (Continued)

The tax charge for the year can be reconciled to the profit before

9. FEHREX @)
AREERBIE S L BRRIRES R N BN R

taxation per the income statement as follows: RN
2006 2005
ZEBEERE —EERF
HK$’000 HK$'000
TERT FAT
Profit before taxation MR AT F) 625,586 423,436
Tax at the applicable tax rate of 15% (2005: 15%) HEAMREI5% (CEEREF:
15%) st EEHIR) 93,838 63,515
Tax effect of expenses not deductible for tax purpose  NAIFIF A % H A T 52 22 8,760 1,656
Tax effect of income not taxable for tax purpose BRI IS E (10,590) (3,571)
Tax effect of tax losses not recognised RIERTRIS RN TR S & 1,653 1,316
Utilisation of tax losses previously not recognised BRI AR FER RIS (700) =
Effect of tax exemption for PRC subsidiaries HEMB A RREST T E (13,881) (29,124)
Effect of tax exemption granted to Macau and SEPY K B R P e B A A (55,066) (28,741)
Malaysia subsidiaries ERE AN E
Effect of different tax rates of subsidiaries TR R AE R EENHE 1,544 672
operating in other jurisdictions NEMER TR ENZE
Others HAtb = (30)
Tax charge for the year FABEZH 25,558 5,693

59

EIEHARAST 2005/06 Fi



NOTES TO THE FINANCIAL STATEMENTS
PR FTRE

For the year ended 31 March 2006 #ZE—FTENF=H=1—HIFFEZ

10. Profit for the Year 10. FERF
2006 2005
ZEERE —ZETHF
HK$'000 HK$'000
TET FHTT
Profit for the year has been arrived at after charging:  4FJ& s FlI &< 4Bk -
Directors’ emoluments (note 13) EEME (FIFE13) 5,174 3,540
Other staff costs Hib 8 TRA 188,047 100,677
Equity-settled share-based payment expenses VARR#E SZ 1+ 2 B sZ 1,049 -
Retirement benefits scheme contributions RONEMETEI K 22,530 2,585
Total staff costs 8 TR AN 4B%E 216,800 106,802
Auditors’ remuneration ZEANEN 2 1,537 1,061
Depreciation and amortisation IrEREH 97,989 81,786
Release of prepaid lease payments TET T E R IAMEE 3,844 1,855
Cost of inventories recognised as expenses GFEXAIERASZ T 2,903,880 2,197,992
Loss on disposal of property, HEME FE K
plant and equipment RAEEARETE 365 6,816
Loss arising from change in fair value of derivative EOTHEI I T AN THEZE)
financial instrument FTEE A B 518 828 =
Operating lease rentals in respect of land and buildings 3 RIBFH&LTHEH 10,251 4,141
and after crediting: WEEFTA:
Interest income FLEMA 1,871 668
Net foreign exchange gain RS 38,590 1,474
Gain arising from change in fair value of derivative EOTHEI T T AR TEZE)
finandcial instrument FEE 2B 23,931 =
Rental income HES WA 390 -
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11. Dividend 11. BE
2006 2005
ZEERE —TTRF
HK$'000 HK$'000
F#T FHET
Payment of 2005 final dividend of ZEERFIRERARE
HK$0.18 (2004: HK$0.10) per share Hh%0.188 T
(ZZEZWMF:0.10/%87T) 173,409 96,155

12.

A final dividend of HK$0.24 (2005: HK$0.18) per share has been
proposed by the board of directors of the Company and is subject
to approval by the shareholders in the forthcoming annual general
meeting.

Earnings Per Share
The calculation of the basic and diluted earnings per share for the
year is based on the following data:

12.

BEFeRERNRPKREER0.24E T (==
THF:0.18%70) AR R EE IR RA
FAE HERBUER A ER-

SREF
P SRR A RS BRI T A TSI A
SR

2006 2005
ZEERE —EThEF
HK$’000 HK$'000
F#Ex THET
Earnings: 2R
Profit for the year and earnings for the purpose AT EORER L s
of basic and diluted earnings per share BAEFEE R R EZR 600,028 417,743
Number of shares: At B8 -
Weighted average number of ordinary shares AT E G ERZF
for the purpose of basic earnings per share B E AR hAEE T 2R 963,981,063 959,554,581
Effect of dilutive potential ordinary shares EﬁLAT$I§}5ﬁFEEEI’J
in respect of: B ETE
— share options —E%Hx% 1,730,267 3,831,667
Weighted average number of ordinary shares AR E BREEE R T
for the purpose of diluted earnings per share B E AR DA T 2K 965,711,330 963,386,248
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For the year ended 31 March 2006 #ZE—FTENF=H=1—HIFFEZ

12. Earnings Per Share (Continued)
The computation of diluted earnings per share does not assume
the conversion of the Company’s convertible bonds since the exercise
would result in an increase in profit per share.

The Group’s adoption of new and revised accounting policies during
the year are described in detail in note 2 above. To the extent that
those changes have had an impact on the results reported for 2006,
the reported earnings per share for the year are affected. The
following table summarises the impact on both basic and diluted
earnings per share for the year:

12.

BRAEN (&)
AESREERNETERRARRZA#H
BB Z TR - T % 5 PR AR (B S5
BEERAFIRN-

REBRF R 2 &3 MEIERT 2 @FT IR
RERME2 M- RETE —TT\F
WM EE FAREZERBNNZZE-
TREFFAEARLEBEREN 2 E-

Impact on basic Impact on diluted

earnings earnings

per share per share

HEREX HekigE

B zRE BRZHE

HK cents HK cents

il il

Figures before adjustments RICHAE 7 BE 61.33 61.22
Adjustments arising from changes in RestBuR i #

accounting policies FrEA < AT 0.91 0.91

Reporting /restated =00l 62.24 62.13
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13. Directors’ Emoluments 13. EEME
The emoluments paid or payable to each of the 9 (2005:8) directors EEY R EMGINES (ZZZTHF:8)
were as follows: HES T
Other emoluments
Htbi &
Contributions  Performance Equity-settled
Salaries  to retirement related  share-based
and other benefits incentive payment
Fees benefits schemes  payments expenses
#ER B BRRFZ BEKERE Total
s EthiEF IR BEH e K At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT TAT TAT TAT TAT
Year ended 31 March 2006 “EFNESASH-HZEE
Executive directors HiEE
Lee Wan Keung Patrick TiER - - - - - -
Lee Man Chun Raymond ENE - 1,976 12 - - 1,988
Lee Man Bun E39 - 740 12 15 - 767
Tan Siak Him Alexander [F35F - 1,046 - 4 - 1,087
Li King Wai Ross 3 - 576 12 20 524 1,132
Non-executive director FilTEE
Poon Chung Kwong ERA - - - - - -
Independent non-executive directors B {TEE
Wong Kai Tung Tony THE 80 - - - - 80
Heng Kwoo Seng ilFaEs 120 - - - - 120
Law Kar Shui Flizabeth B - - - - - -
200 4,338 36 76 524 5174
Year ended 31 March 2005 “EERECAS+-AZEE
Executive directors HiTEF
Lee Wan Keung Patrick FiER - - - - - -
Lee Man Chun Raymond Fyik - 1,830 12 150 - 1,992
Lee Man Bun 230 - 230 8 - - 238
Tan Siak Him Alexander g - 1,066 - - - 1,066
Non-executive director FirEE
Poon Chung Kwong Y Ee - - - - - -
Independent non-executive directors BV JEH{TEE
Wong Kai Tung Tony THE 9% - - - - 9%
Heng Kwoo Seng ik 150 - - - - 150
Law Kar Shui Elizabeth ERR - - - - - -
244 3,126 20 150 - 3,540
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13. Directors’ Emoluments (Continued) 13.

In the two years ended 31 March 2006, no emoluments were paid
by the Group to the directors as an inducement to join or upon
joining the Group or as a compensation for loss of office. None of
the directors has waived any emoluments during the two years.

Performance related incentive payments were determined with
reference to the Group’s operating results, individual performances
and comparable market statistics.

14. Employees’ Emoluments 14.

Of the five individuals with the highest emoluments in the Group,
three (2005: two) were directors of the Company whose
emoluments are disclosed in note 13 above. The emoluments of
the remaining two (2005: three) individuals were as follows:

EEME ©)

BE-_ZE F=A=1+—HZMFERN A&
B B T E S SIFFEMARSK
MASBESIERREEMAE 2 fE-E/M
FANBETMESHERNS-

BRRBRZIARBRREBEARE 2 LEX
B BARE MRS M ST B MEE

EEME
AEEZEME 2 AUAL KR = (ZF
TRHE: D) RAAREEMAMESER Lt
F13HRE - EBMUAL (ZTTRF:2)
ZHBE T

2006 2005

—e®Af | —TTR%

HK$'000 HK$'000

F#&ET FHTT

Salaries and other benefits e hEMET 1,993 2,136
Contributions to retirement benefits schemes RIREFIE R 17 36
Performance related incentive payments BRAKRE 2 BN 38 38
Equity-settled share-based payment expenses & a4 AT R 2 1,049 =
3,097 2,210

The emoluments were within the following bands:

E=MEN T oIS

Nil to HK$1,000,000 £ —1,000,000/& 7T = 3
HK$1,000,001 to HK$ 1,500,000 1,000,001 7T — 1,500,000 7T 1 =
HK$2,000,001 to HK$2,500,000 2,000,001 —2,500,00074 7T 1 =

2 3
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15. Property, Plant and Equipment
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15. Y% BB KR

Furniture  Leasehold
Freehold fixtures &  improve- Plant &
Land Construction ~ Computer  equipment ments Motor  machinery
BUKA%#E  Buildings in progress System  fRiEE BE  vehicles BER Total
#HzLH BFY #RIE EHRE RERRME  WERE RE W @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT Th TAT Th Th TAT Th TAT Th
CosT HE
At 1 April 2004 —“ZTNERA—A = 377,378 96,442 = 9,933 42,086 9436 1,562,131 2,097,406
Additions HE = 66,375 59,922 = 9,198 42,164 3,907 458,474 640,040
Transfers B3 = 36,532 (75,314) = 432 2,59 - 35,760 -
Disposals e = (6,061) - - (17) - - (3.141) (9,219)
At 31 March 2005 “ZThE=A=1-H = 474,224 81,050 = 19,546 86,840 13,343 2,053,224 2,728,227
Currency realignment ~ E¥ &34 - 9,036 1,656 = 361 1,836 27 39,468 52,584
Additions ANE 10,309 70,340 975,578 338 6,945 7,208 9,303 53,552 1,133,573
Transfers B3 = 288 (24,458) 13,944 76 - 88 10,062 -
Disposals e - - - - - - (314) (6,378) (6,692)
At 31 March 2006 ZEFAEZASE-H 10309 553,888 1,033,826 14,282 26,928 95,884 22,647 2,149,928 3,907,692
DEPRECIATION AND  HfER#8H
AMORTISATION
At 1 April 2004 —“ZTNERA—A = 38,585 — - 3,131 633 4,079 104,625 151,053
Provided for the year ~ F A& = 18,811 = = 2,239 3,180 1,868 55,688 81,786
Eliminated on disposals &R 45 - (1,307) = = @) = - (1,079) (2,388)
At 31 March 2005 —Z2TRF=A=1-A = 56,089 = = 5368 3813 5947 159,234 230,451
Currency realignment ~ E¥EHAS - 1,155 - - 109 73 96 3,060 4,493
Provided for the year /% - 22,235 - 119 3,760 4,903 2,721 64,251 97,989
Eliminated on disposals &5 %18 - - - - = = (144) (97) (241)
At 31 March 2006 ZFEREZA=1-H = 79,479 - 119 9,237 8,789 8,620 226,448 332,692
CARRYING VALUES  EREfE
At 31 March 2006 ZEFAEZAST-H 10309 474,409 1,033,826 14,163 17,691 87,095 14,027 1,923,480 3,575,000
At 31 March 2005 —Z2TRF=A=1-A = 418,135 81,050 = 14178 83,027 73% 1893990 2,497,776
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15. Property, Plant and Equipment (Continued) 15. % BB R#HE (8
Depreciation and amortisation is provided to write off the cost of BRIEZR TA2 ROk A SR L thoh - 103 BB I
items of property, plant and equipment other than construction in AR RIBE FIRBEE 5 ERT AT AR HAA
progress and freehold land over their estimated useful lives and BERRTIRITE AMER AN - SE R0 o
after taking into account of their estimated residual value, using
the straight-line method, at the following rates per annum:
Buildings BF 5%
Computer System BIKER 20%
Furniture, fixtures and equipment R EERE R&E 20%
Leasehold improvements HEMHEEE 5%
Motor vehicles E 20%
Plant and machinery R K i 2s 3% - 20%
Freehold land is not depreciated. PUKA SRR G 2 THMET &
The carrying value of land and buildings of the Group comprises: REE 2 i RIEEYEREAERE:
2006 2005
ZEERE —ZETHF
HK$’'000 HK$'000
F#&ET FHTT
Freehold land in the United States of America REBILUKA RS
2t 10,309 -
Building on land under medium-term lease RAREIA—TER B E
in the PRC BH L 2 18F 456,816 418,135
Building on freehold land in the FAZEB LASK A SEHE
United States of America BE T BT 17,593 =
484,718 418,135
16. Prepaid Lease Payments 16. HEMHENE
The Group’s prepaid lease payments comprise leasehold land in REEENHEERIERERRBE—IBHE 1
the PRC under medium-term lease: AR EMAY:
2006 2005
—EERE —TERF
HK$'000 HK$'000
FHET FHTT
Analysed for reporting purposes as: R s RgimtEZ D :
Non-current asset JEMENE E 176,441 84,585
Current asset mENEE 3,850 1,932
180,291 86,517
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16.

17.

18.

Prepaid Lease Payments (Continued)

The Group has acquired land use right in the PRC and has erected
buildings thereon. While the Group has paid substantially the full
consideration of the purchase consideration, the relevant
government authorities have not granted formal title to certain of
these land use rights to the Group. As at 31 March 2006, the carrying
value of the land use rights for which the Group had not been
granted formal title amounted to approximately HK$110.3 million
(2005: HK$16.5 million). In the opinion of the directors, the absence
of formal title to these land use rights does not impair the value of
the relevant properties to the Group. The directors also believe that
formal title to these land use rights will be granted to the Group in
due course.

Deposits Paid on Acquisition of Property, Plant
and Equipment and Land Use Right

The deposits were paid by the Group in connection with the
acquisition of property, plant and equipment and land use right for

16. FEFHERE (&)

17.

KEFATE LAY D RRET #A
SEE2E B2 RE ERRBRTHE
AR T B L 3 fE AR E AR
TEERFA=+B EELARETIERX
HER THEREZRMENR110388
BT (ZETRF165ABET) EERR
RZFRLHERREAERRLTSEE
KENREMEEBE-EFTREETARRE
BeRTRELIEREEARARE-

BEWE ME &R R L thE AERT
A&

AT R ARER T HEEREMEER
W% RS Rkt le T AR R] - B RE

new production facilities. The related capital commitments are KB AR FE300
included in note 30.
Inventories 18. F&
2006 2005
ZEERE —EERF
HK$'000 HK$'000
FER FHTT
Raw materials R 663,605 458,376
Finished goods BIPK o 110,654 89,988
774,259 548,364
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19. Other Financial Assets 19. HibBAHBEE

(@) Trade receivables and bills receivable
The Group generally allows an average credit period range
from 45 to 60 days.

An aging analysis of the trade receivables and bills receivable

(a)

&L B 5 R =0 R B U 3 X
AEEGETEPHNEEN —RH4SEE
60R T

& 28 55 i R M FE MR SRR 0 il 0 A 40

is as follows: N
2006 2005
ZEFERE —EETRF
HK$’000 HK$'000
FiEx T
Trade receivables FEUE ZHRRK 676,364 500,860
Bills receivable PR 130,753 72,078
807,117 572,938

Aged: BEHS:

Less than 30 days DRR30H 467,520 439,561
31-60 days 31H -60H 187,184 97,406
61— 90 days 61H -90H 104,210 25,796
Over 90 days 90H A 48,203 10,175
807,117 572,938

As at 31 March 20086, bills receivable of HK$49,313,000 (2005:
Nil) has been pledged to secure banking facilities granted by
certain banks to the Group.

The fair value of the Group’s trade receivables and bills
receivable as at 31 March 2006 approximates the
corresponding carrying amount.

(b) Deposits, prepayments and other receivables

The fair value of the Group’s other receivables as at 31 March
2006 approximates the corresponding carrying amount.
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19. Other Financial Assets (Continued)

(9]

(d)

Notes receivable

In January 2005, the Group purchased from a group of
investors term loans with face value of US$33,118,778 due
by Stockton Pacific Enterprises, Inc (“Stockton”) at a
consideration of US$3,515,742, equivalent to approximately
HK$27,423,000. Stockton operated a totally chlorine free kraft
pulp mill in Samoa, California, U.S.A. The collateral securing
these term loans is Stockton’s real estate, buildings, personal
property and most of its other assets.

Shortly before the Group’s purchase of the loans, Stockton
had shut down the mill and laid off virtually all of its employees.
Within days of the Group’s purchase of the loans, all of the
officers and directors of Stockton resigned. On 21 January
2005, the Group took possession of the mill in order to protect
the collateral for the loans.

The Group's intent is to foreclose on the loans and offer the
collateral for sale at public auctions. It is also the Group’s intent
to bid in the carrying value of the loan notes as necessary to
purchase most of the assets offered for sale at the auctions.

In March 2005, the Group bid in a portion of the loan notes
to purchase certain account receivables of US$100,000,
equivalent to approximately HK$780,000.

In August 2005, the Group bid in the remaining portion of
the loan notes to purchase property, plant and equipment of
approximately US$3,415,000, equivalent to approximately
HK$26,643,000.

Restricted bank deposits and bank balances and cash
The restricted bank deposits represent amounts placed in
specific bank accounts to secure delay payment of custom
duties to the PRC government. Deposits amounting to
HK$1,154,000 (2005: HK$1,055,000) are with maturity within
one year from the balance sheet date and are therefore
classified as current assets.

The restricted bank deposits carry fixed interest rate of 3.0%
(2005: 2.5%) per annum. The fair value of the Group’s
restricted bank deposits as at 31 March 2006 approximates
the corresponding carrying amount.

The fair value of the Group’s bank balances and cash as at 31
March 2006 approximates the corresponding carrying amount.

19. HiABEZE (&)

(9)

(d)

FE 4% E %

RZZTRF— R £BEIA3,515,742%
7T (18E127,423,00077T) —EHEE
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HAfE B o Stockton i 3= B N/ B EE on AL &
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1EIRAS(E100,0003 7T (£)780,0007&7T)
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For the year ended 31 March 2006 #ZE—FTENF=H=1—HIFFEZ

20. Amount Due from a Related Company
The amount represents trading balance due from Lee & Man
Industrial Manufacturing Limited (“Lee & Man Industrial
Manufacturing”) which is beneficially owned by Mr Lee Wan Keung
Patrick, a director of the Company.

The amount is unsecured, non-interest bearing and repayable on
demand or within one year. The fair value of the amount
approximates the corresponding carrying amount. The amount for
both years is aged less than 30 days.

21. Trade and Bills Payable
Trade and bills payable principally comprises amounts outstanding
for trade purchases and ongoing costs. The average credit period
taken for trade purchases range from 30 to 60 days.

20. FEWARERARE

21.

BFERLee & Man Industrial
Manufacturing Limited ([EBXE%]) WE 5
ER-BNEENESRBEABLNARESS
Lt o

FORREEA BN S R EEKE S —FAE
& RN A HERERRE (B S &R E
EMEFERRER D308 -

Ei o

BEREREEXRTEREE BB RIFER
STRAZ KT EEE-E ZIBE 2 FHREAH
30E60H -

An aging analysis of the trade and bills payable is as follows: FERBRF R Z 2 BRI D ATEA T :
2006 2005
—EERE —EThEF
HK$’'000 HK$'000
FHET FHET

Aged: ARER -

Less than 30 days 308 155,877 83,800
31 - 60 days 31H -60H 7,991 5,423
61— 90 days 61H -90H 5,074 3,982
Over 90 days 90H A 747 4,557
169,689 97,762

The fair value of the Group’s trade and bills payable as at 31 March
2006 approximates the corresponding carrying amount.

22. Accruals and Other Payables

The fair value of the Group’s other payables as at 31 March 2006
approximates the corresponding carrying amount.
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23. Bank Borrowings 23. RITHEE
2006 2005
ZEERE —ETRF
HK$'000 HK$'000
TET FAT
Bank loans RITER 617,413 596,631
Bank import loans RITHEOER 264,694 172,556
882,107 769,187
Analysed as: DT
Secured A 49,313 -
Unsecured i 832,794 769,187
882,107 769,187
The bank borrowings are repayable as follows: RITEERERBAWT
Within one year or on demand —FREEREE 782,107 618,474
In the second year N A 100,000 150,713
882,107 769,187
Less: Amount due within one year shown under B ARY AREAERN
current liabilities —FEREIHAFE (782,107) (618,474)
Amount due after one year —F1E R HIFIR 100,000 150,713
The Group’s bank borrowings include HK$49,313,000 (2005: Nil) AEBRITEE ©1549,313,00087T (ZTZ
fixed-rate borrowings which carry interest ranging from 2.0% to REE) FER20%E3I2%NZTEBEE (=
3.2% per annum (2005: Nil) and HK$832,794,000 (2005: TERF E) 832,794,000 T (=TT H
HK$769,187,000) variable-rate borrowings which carry interest :769,187,000/87T) Z NELMEE BXH
ranging from HIBOR plus 0.7% to HIBOR plus 0.9% (2005: ranging BITAEME07%£0.9% TE (ZEFH
from HIBOR plus 0.7% to HIBOR plus 0.9%). FRBITMEINLE0.7%ZE0.9% 1) o
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 March 2006 #ZE—FTENF=H=1—HIFFEZ

23. Bank Borrowings (Continued) 23. RiTEE &)
The Group’s borrowings denominated in the currencies other than BREBAEECIEERIN AEBZEEE
the functional currency of the respective entity are set out below: EETEELN T
2006 2005
ZBERE —EThEF
HK$'000 HK$'000
FHET FHTT
Hong Kong Dollars BIT 325,000 282,000
The fair value of the Group’s bank borrowings as at 31 March 2006 BHE_TZE=HA=1T—"HBFRKEMRT
approximates the corresponding carrying amount. BEZ A HEEEREERS-
24. Derivative Financial Instruments 24. FTEMBIR
2006 2005
ZEERE ZEETRF
Assets Liabilities
&E =L
HK$'000 HK$'000 HK$'000
F#Ex F#Ex FHTT
Currency structured instruments AT A 1,131 (828) =
Derivative embedded in the ABMRESASITELA
convertible bonds - (1,200) -
1,131 (2,028) _
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24. Derivative Financial Instruments (Continued)

0}

Currency Structured Instruments

Major terms of the currency structured instruments are as

follows:

- - ""ﬂ““ ';'lL
'”l mﬂl !Mi | ¥
S — T

24. FTEMBIA (&)
(i)

EWEHEIR
EREBTATI2GERWT:

Notional amount Maturity Currency Conversion
BEE&R] )=} EigEin
Buy Euro 4,000,000 24 July 2006 Euro/USD
E4008E T —EERFHA-+IA BT ETT
Buy Euro 3,000,000 29 August 2006 Euro/USD
E3008 BT ZEERFNAZTIA BT, EIT
Buy Euro 500,000 25 September 2006 Euro/USD
H508 [T —EERFNA=THA BT ETT
Buy Euro 4,000,000 25 September 2006 Euro/USD
HA4008 BT —EEXFNA=F+HA BT ETT
Buy Euro 4,000,000 26 September 2006 Euro/USD
E400E BT —TTRFNAZTAH BT ETT
Buy Euro 4,000,000 27 October 2006 Euro/USD
E400E BT —TTRFTAZT A BT ETT
Buy Euro 4,000,000 27 November 2006 Euro/USD
E400BR T “ETRF+—AZ++tH BT ETT
Buy Euro 4,000,000 28 November 2006 Euro/USD
HA4008 BT —EERF+—HA=+NR BT ETT
Buy Euro 4,000,000 27 December 2006 Euro/USD
HA4008 BT —EERF+A=++AR BT ETT
Buy Euro 5,000,000 29 January 2007 Euro/USD
E5008 BT i Y e = BT, 3RT
Buy Euro 5,000,000 26 February 2007 Euro/USD
E 5008 BT —EE+F_A=-+/"H BT, EIT
Buy USD 1,000,000 19 March 2007 USD/HKD
E1008ET —TT+F=A+AIH /BT
Buy USD 1,000,000 28 March 2007 USD/HKD
E1008%7T —EE+F=A=+N\H %/ BT
Buy USD 1,000,000 16 April 2007 USD/HKD
E1008ET —TTHFNA+RAE /BT
Buy USD 1,000,000 25 April 2007 USD/HKD
E1008ET —ZTT+FMA=-+AA /AT
Buy GBP 200,000 26 September 2006 GBP/USD
208 T —ETRFNA=F~AH HEEETT
The above derivatives are measured at fair value at each R ESTETANRASEGEE R 2 A ERt
balance sheet date. Their fair values are determined based on S A TERNSEAERESHNITA TS

the quoted market prices for equivalent instruments at the
balance sheet date.

EBRRERENMETE-
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 March 2006

24. Derivative Financial Instruments (Continued)
(i) Derivative embedded in the convertible bonds

HE_FTENF=A="+—HIFFE

24. FTEMBIR (B
(i) TREEHFNSHTEIR

2006 2005
ZEENEF —ETRF
HK$’'000 HK$'000
F#xT FET
Derivative embedded in the convertible FREEIT 2 AR ESRA
bonds issued during the year ETETA 24,000 =
Changes in fair value NEEEE (22,800) =
Embedded derivative at 31 March, R=ZA=+—81£T A
at fair value ZANFE 1,200 =

The fair value was calculated using the Black’s Model. The
valuation of fair value was carried out by Sallmanns (Far East)
Limited, independent valuer not connected with the Group.

NFEAAN 77— TR TR G & - AT (ERT
HRHETAM GER) BRARITTHR A8
FHE B - R B I £ RGE - 140 22,800,000

The change in fair value of HK$22,800,000 has been

recognised in the income statement during the year.

ABILZ A HEREE RS RRARER

The inputs used in the model were as follows: R 2 SRwm AT :
Share price on valuation date HK$10.45 RIRER ZRE 10.457%7C
Exercise price HK$12.04 1T E 12.04%7T
Expected discount 8% Tt 8%
Intrinsic value per share HK$0.014 BRNEE 0.014%7T
25. Convertible Bonds 25. FIERRES
2006 2005
ZEERE “TTRF
HK$’'000 HK$'000
F#Ex FHTT
Convertible bonds due 2011 RZE——FRE 2
AR (&S 1,000,000 -
Less: L :
Arrangement fees incurred on issue of the BITAMRES R 2
convertible bonds FEE (25,706) =
Equity portion in the convertible bonds AR E 5 2 R B D (62,000) =
Embedded derivative in the convertible bonds ARRESANZITETA (24,000) -
Add: hn:
Interest on convertible bonds AR ES 2 FE 12,712 =
Carrying value of the convertible bonds = A=+—Hr#kESH
at 31 March ZBRE(E 901,006 -
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25. Convertible Bonds (Continued)

On 13 January 2006, the Company issued HK$ 1,000 million zero
coupon convertible bonds due in 2011 (the “2011 Bonds"”). They
are convertible, at the option of their holders, into ordinary shares
of HK$0.10 each of the Company at a conversion price of HK$12.04
per share at any time on or after 28 January 2006 up to and including
6 January 2011.

The 2011 Bonds do not bear interest. Unless previously redeemed,
converted or purchased and cancelled, the 2011 Bonds will be
redeemed by the Company at 124.92% of their principal amount
on 13 January 2011. All or some of the 2011 Bonds may be
redeemed at the option of the relevant holder on 13 January 2008
at 109.31% of their principal amount. On or at any time after 13
January 2008, the Company may redeem all but not some of the
2011 Bonds, at any time prior to maturity, at an early redemption
amount as stated in the 2011 Bonds, provided, however, that no
such redemption may be made unless either (i) the closing price of
the Company’s shares on the Stock Exchange for any 30 consecutive
trading days, the last day of such 30-day period falling within five
trading days prior to the date upon which notice of such redemption
is given, was at least 130% of the applicable early redemption
amount in effect on each such trading day divided by the conversion
ratio as stated in the 2011 Bonds; or (i) at least 90% in principal
amount of the 2011 Bonds has already been converted, redeemed
or purchased and cancelled.

As at 31 March 2006, none of the 2011 Bonds had been converted
into ordinary shares of the Company.

The valuation of the 2011 Bonds was carried out by Sallmanns (Far
East) Limited. The 2011 Bonds contain three components, derivative
financial instruments, liability and equity elements. Upon the
application of HKAS 32 (see note 3 for details), the equity element
is presented in equity heading “convertible bonds equity reserve”.
The effective interest rate of the liability component is 6.84%. The
fair value of early redemption rights are presented in derivative
financial instruments in note 24.
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For the year ended 31 March 2006 #ZE—FTENF=H=1—HIFFEZ

26. Share Capital 26. BEA
Amount
Number of &%
ordinary shares HK$’000
LEREE FHTT

Ordinary shares of HK$0.10 each SREE0N0B TR T AR

Authorised: JETE
At 1 April 2004, 31 March 2005 and —EENFMA—H-

31 March 2006 —EE%ﬁi:Her—El&
—EERF=A=+—H 2,000,000,000 200,000

Issued and fully paid: BRETREE:

At 1 April 2004 —“EENFMYHA—H 840,530,000 84,053
Issue of new shares on placement of shares B A% M 21 THTA% 120,000,000 12,000
Exercise of share options 1T{ERC AR AE 2,854,000 285

At 31 March 2005 —EERF=A=+—H 963,384,000 96,338
Exercise of share options 1TfERC AR HE 4,224,000 423

At 31 March 2006 —EERF=A=1+—H 967,608,000 96,761

27.

During the year, 4,224,000 share options under the Pre-IPO Share
Option Scheme were exercised at a subscription price of HK$4.17
per share, resulting in the issue of 4,224,000 ordinary shares of
HK$0.10 each in the Company.

All the shares issued during the year rank pari passu with the then
existing shares in all respects.

Share Option Schemes

Pursuant to the written resolution of the shareholders of the
Company dated 11 September 2003, two share option schemes,
namely Share Option Scheme (the “Scheme"”) and Pre-IPO Share
Option Scheme (the “Pre-IPO Scheme”), were approved and
adopted.

The Scheme and the Pre-IPO Scheme were established for the
purpose of providing incentives to directors and eligible persons.
The Scheme and Pre-IPO Scheme will remain in force for a period
of ten years and three years, respectively from adoption of the
schemes and will expire on 10 September 2013 and 10 September
2006, respectively.

Lee and Man Paper Manufacturing Limited 2005/06 Annual Report
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27. Share Option Schemes (Continued)

0}

Share Option Scheme

Under the Scheme, the Board of Directors of the Company
(the “Directors”) may at their discretion grant options to (i)
any director (including executive directors, non-executive
directors and independent non-executive directors) and
employees of the Group in which the Group holds an equity
interest or a subsidiary of such company (“Affiliate”); or (i)
any advisors, consultants, distributors, contractors, suppliers,
agents, customers, business partners, promoters, service
providers of any member of the Group as may be determined
by the Directors from time to time to subscribe for the shares
of the Company (the “Shares”).

Options granted must be taken up within 28 days of the date
of grant. The maximum number of Shares in respect of which
options may be granted under the Scheme shall not exceed
10% of the issued share capital of the Company at any point
in time. The maximum number of Shares in respect of which
options may be granted to any individual in any 12-month
period shall not exceed 1% of the Shares in issue on the last
date of such 12-month period unless approval of the
shareholders of the Company has been obtained in accordance
with the Listing Rules.

Options may be exercised during such period (including the
minimum period, if any, for which an option must be held
before it can be exercised) as may be determined by the
Directors (which shall be less than ten years from the date of
issue of the relevant option). Options may be granted without
initial payment except the payment of HK$1 as consideration
for grant of option each time. The exercise price is equal to
the highest of (i) nominal value of the Shares; (i) the closing
price of the Shares as stated in the daily quotations sheet
issued by the Stock Exchange on the date of the grant; and
(iii) the average closing price of the Shares as stated in the
daily quotations sheets issued by the Stock Exchange for the
five business days immediately preceding the date of the grant.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 March 2006 #ZE—FTENF=H=1—HIFFEZ

27. Share Option Schemes (Continued)

Share Option Scheme (Continued)

The following table discloses details of the Company’s options
under the Scheme held by employees (including directors) and
movement in such holdings during the year:

0]

Exercise price

27. BERiERTE (©)

() FERERE (&)
TEREERFTEI T 2EE (BRES) &
BRRBREABEINFRAZE

Granted during the year and
outstanding at 31.3.2006

HK$ FNEHR

Category Date of grant fTEE R-EFAE=ZA=+—H

EE| =T &I iR ITEEE

Director 23 December 2005 8.50 600,000
B —ETRF+A=+=H

Employees 23 December 2005 8.50 1,200,000
S —FEast-A=+=A

1,800,000

The options granted on 23 December 2005 may be exercised
in accordance with the following terms of the Share Option
Scheme as to:

(a

one-third of the options commencing 23 December 2005
to 22 December 2008, the fair value of the options
granted at the date of grant is HK$1.87;

one-third of the options commencing 23 December 2006
to 22 December 2008 with vesting period from 23
December 2005 to 22 December 2006, the fair value of
the options granted at the date of grant is HK$1.97;
and

one-third of the options commencing 23 December 2007
to 22 December 2008 with vesting period from 23
December 2005 to 22 December 2007, the fair value of
the options granted at the date of grant is HK$2.08.
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27. Share Option Schemes (Continued)

0}

(i)

Share Option Scheme (Continued)

These fair values were calculated using Binominal model. The
valuation of fair values determination as at 23 December 2005
was carried out by Sallmanns (Far East) Limited. The inputs
used in the model were as follows:

2006
Closing share price at date of grant HK$8.50
Exercise price HK$8.50
Expected volatility (note a) 37.01%
Risk-free interest rate (note b) 4.10%
Expected annual dividend yield (note c) 2.63%
Expected life 3 years

Notes:
(@)  Expected volatility was determined by using historical volatility
of the price return of the ordinary shares of the Company.

(b)  The risk-free rate interest was based on the yield of Exchange
Fund Note.

() The expected dividend yield was assumed to be 2.63% per
annum.

The estimated fair value of HK$1,573,000 with respect to
share options granted to a director and employees on 23
December 2005, were charged to the income statement
during the year.

Pre-IPO Scheme

The principal terms of the Pre-IPO Scheme, approved and
amended by written resolutions of the shareholders of the
Company dated 11 September 2003, are similar to the terms
of the Scheme except for the followings:

(@) The subscription price per share shall be the price per
public offer share on the initial public offering in
September 2003 (" Offer price”); and

(b) Save for the options which have been granted (with
details set out below), no further options will be offered
or granted, as the right to do so will end upon the listing
of the shares of the Company on the Stock Exchange.
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NOTES TO THE FINANCIAL STATEMENTS
PR FTRE

For the year ended 31 March 2006 #ZE—FTENF=H=1—HIFFEZ

27. Share Option Schemes (Continued) 27. BREREEE (&)

On 11 September 2003, the Company granted share options under
the Pre-IPO Scheme to the Directors and certain employees of the
Group, which entitles them to subscribe for a total of 75,000,000
shares at HK$4.17 per share.

Save and except to Gold Best, all other holders to whom options
have been granted under the Pre-IPO Scheme will be entitled to
exercise (i) up to 50% of the options granted to him/her at any
time after the expiry of 6 months till the first anniversary of the
listing date, (ii) up to 75% of the options granted to him/her of any
time until the second anniversary of the listing date, (jii) up to 100%
of the options granted to him/her at any time until the third
anniversary of the listing date.

The following table discloses details of the Company’s options under
the Pre-IPO Scheme held by employees (including directors) and
movement in such holdings during the year:

R-ZZEE=FNA+— B ARFREELA
AERAFEIRHBRETAEEEE RS
FRE FHEAIRERANTETNER &
$328875,000,000% A% 15 °

B 7 Gold Best/M R B R AR E XA AT 81%E
B PTA EBCR AT ()R L B m
ARZE EMB—AFATE&SEEEBK
REHI50% ¢ (DR LT AMES 2 B TR ZE
PERABAIENT75% + (inpS T B =A% 2 AifT
EERZERIRAEAAER100% °

TEHBEAATRERARERA 8T
(BB (RIFEE) HE A TBMEFERASE

Exercise  Outstanding Outstanding Outstanding

price at 1.4.2004 at 31.3.2005 Exercised at 31.3.2006

TEfE b= 13 —3%1f during —EERE

Category Date of grant HK$ mA—H =R=+-H theyear =H=+-—H

3l BHAH BT R ATIE # R ATE FRTE 8 R AT

Directors 11 September 2003 417 5,800,000 (1,014,000) 4,786,000 (1,920,000) 2,866,000
EX “ZZ=FAAT-H

Employees 11 September 2003 4.17 4,894,000 (840,000) 4,054,000 (1,404,000) 2,650,000
E& “EE=FNA+-H

Others 11 September 2003 417 1,900,000 (1,000,000) 900,000 (900,000) -
Hith “ZTZ=FAAT-H

12,594,000 (2,854,000) 9,740,000 (4,224,000) 5,516,000

The fair value of the Company’s share at the date of issue for the
exercise of share option during the year ranging from HK$7.13 to
HK$7.48.

Total consideration received during the year from directors and
employees for exercise of the options granted under the Pre-IPO
Scheme is HK$17,614,000.
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28. Deferred Tax

The followings are the major deferred tax liabilities and assets
recognised and movement thereon during the current and prior
reporting periods.
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8. IEEMHIA

TRAZEREHER ERAEERRIE
R RBERE BN 2

Recognition of

income Tax losses Total

BRERZIWAN BIEEE #Et

HK$'000 HK$'000 HK$'000

THT T THT

At 1 April 2004 —EETFEMA—A = = =
Charge (credit) to income statement FRRUERERIIRR (GEA)

for the year 9,151 (8,860) 291

At 31 March 2005 —EERF=A=+—H 9,151 (8,860) 291

Exchange difference ERERR 176 - 176
Charge (credit) to income statement FRRBEREEMER GTA)

for the year 20,939 (11,096) 9,843

At 31 March 2006 —EEXF=A=+—H 30,266 (19,956) 10,310

For the purpose of balance sheet presentation, certain deferred tax
assets and liabilities have been offset. The following is the analysis
of the deferred tax balances for financial reporting purposes:

RAFEERBREHRA N ETELHAS
ENRBEEEHE TRAREMBRERNZ
EAETRIARE IR -

2006 2005

—EERE —EETRHF

HK$’'000 HK$'000

FET FHETT

Deferred tax liabilities FREFIAGE 30,266 9,151
Deferred tax assets FEFIAE E (19,956) (8,860)

10,310 291

At 31 March 2006, the Group had unused tax losses of
approximately HK$79,753,000 (2005: HK$33,543,000) available
for offset against future profits. A deferred tax asset has been
recognised in respect of approximately HK$70,089,000 (2005:
HK$29,324,000) of such losses. No deferred tax asset has been
recognised of the remaining approximately HK$9,664,000 (2005:
HK$4,219,000) due to the unpredictability of future profit streams.
The unrecognised tax losses may be carried forward indefinitely.

At 31 March 2006, the Group had deferred tax assets resulted
from tax losses of a subsidiary in the United States of America
recognised. The tax losses may be carried forward for twenty years
following the loss year.

RIEERNF=A=+—8 AEEHEKEA
B BERMAR KRR AT 2 FHIBEENE
79,753,000 7T (ZZEZT A 4 : 33,543,000
JT) o B AR phEZ BB RERR T 4970,089,0007 7T

ZEE R 29,324,000/ 7T) ZELFIEE
E-ARARRERNZRATA B T4
9,664,000/ T (ZZZ R :4,219,000757T)
B BRER AR IR A E AR
TAE R ] AR HR 4 o

R-ZTXRF=ZA=1—H0 arEXENB
NENRERBIERD AEEARENIAER
E-HEEBRAAREEFRAEE 5

EIEHBRAT 2005/06 F3H



NOTES TO THE FINANCIAL STATEMENTS
PR FTRE

For the year ended 31 March 2006 #ZE—FTENF=H=1—HIFFEZ

29. Operating Lease Commitments 29.

At the balance sheet date, the Group had commitments for future
minimum lease payments under non-cancellable operating leases
in respect of land and buildings, which fall due as follows:

BEHLRE
REE B ARBREBE RSN L g T
REBANBRENOSEREIAT:

2006 2005

—EERE “TTRF

HK$’'000 HK$'000

TFH&T FHET

Within one year —&R 310 5,889
In the second to fifth year inclusive FFEERFN

(BREEEMF) = 33

310 5,922

Operating lease payments represent rentals payable by the Group
for certain of its offices. Leases are negotiated for an average term
of one year with fixed rentals.

BEBSIAEERETRASEN RS
T — 6 HRAL TR

30. Capital Commitments 30. EARKIE
2006 2005
ZEERE ZEThHF
HK$'000 HK$'000
TET FHTT
Capital expenditure contracted for but not PEEYZE BEKEE
provided in the financial statements in respect Kot s RRER ATAY
of acquisition of property, plant and equipment BRI ZREH
and land use right BEMERFAL 1,512,699 655,919
31. Contingent Liabilities 31. HAAE
2006 2005
ZEERE ZEThHF
HK$'000 HK$'000
TET FHTT
Bills discounted with recourse BEENIEIRER - 240,050
32. Non-cash Transactions 32. FHEXSH

During the year, notes receivable of approximately HK$26,643,000
(2005: HK$780,000) was utilised to acquire property, plant and
equipment which amounted to approximately HK$26,643,000
(2005: trade receivables of HK$780,000) as mentioned in note 19(c).
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32.

33.

Non-cash Transactions

During the year ended 31 March 2005, part of the proceeds for
the issue of new shares payable by the ultimate holding company
had been settled by the amount due to ultimate holding company.

32. FEEXH
BE_ZETERF=A=1+—"HFERN KL
B& A B A ER 0 A BT T AR PSSR E B
FER BRI A B FUEL IR

Balance Sheet of the Company 33. ANREEAER
The balance sheet of the Company as at 31 March 2006 is as follows: HE ST F-A=+HEEAERN
T
2006 2005
—EERE —EETRF
HK$'000 HK$'000
T#T FH&TT
ASSETS AND LIABILITIES EERGRE
Non-current assets ERBEE
Investments in subsidiaries RETB R aRIEE 637,977 637,977
Current assets MENEE
Other receivables HoAth i W sk TE - 165
Amounts due from subsidiaries AR NCIE ] 2,925,569 2,255,199
Bank balances RITHEER 155 325
2,925,724 2,255,689
Current Liabilities RE&R
Other payables EAtb ETRIE 400 602
Derivative financial instrument PTEMET A 1,200 =
Unsecured bank borrowings — due within one year IR TIEE — —EREIH - 159,133
1,600 159,735
Net current assets RBEEZE 2,924,124 2,095,954
Total assets less current liabilities BEAEBTEBER 3,562,101 2,733,931
Non-current liabilities EFREBERE
Unsecured bank borrowings — due after one year ~ EIEKIFRITEE — —FEFIH - 150,713
Convertible bonds AT AR (E S 901,006 =
901,006 150,713
2,661,095 2,583,218
Capital and Reserves B R
Share capital [N 96,761 96,338
Reserves (Note) A (PeE) 2,564,334 2,486,880
2,661,095 2,583,218
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NOTES TO THE FINANCIAL STATEMENTS

B RS HRAR B

For the year ended 31 March 2006 #ZE—FTENF=H=1—HIFFEZ

33. Balance Sheet of the Company (Continued) 33. ANREEAER (@)
Note: B3«
Reserves 1]
Share Convertible
options bonds equity Accumulated
Share reserve  Contributed reserve  (loss) profit
premium R E surplus ~ FIHERES Rt (BH) Total
B EIE itk BB B B st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THEL THEL THAL THEL FHT FAT
At 1 April 2004 “ZTMENA—A 1,042,438 - 634,977 - (5,056) 1,672,359
Premium arising on issue of shares  E{TRHELREE 809,016 - - - - 809,016
Expenses incurred in connection BIRNDEENER
with the issue of shares (4,826) - - - - (4,826)
Profit for the year FREH - - - - 106,486 106,486
Dividend paid K = = = = (96,155) (96,155)
At 31 March 2005 —ETRE=A=+—H 1,846,628 - 634,977 - 5,275 2,486,830
Issue of convertible bonds BITARES - - - 62,000 - 62,000
Transaction costs attributable to BITAREF SR
issue of convertible bonds ZRSHA - - = (1,744) = (1,744)
Premium arising on issue of shares (TR ELREE 17,191 = = = = 17,191
Recognition of equity-settled Rk E R IEZ (50
share-based payment expenses FX R - 1,573 - - - 1,573
Profit for the year FRRF - - - - 171,843 171,843
Dividend paid KB = = = = (173,409) (173,409)
At 31 March 2006 “TEF=A=t—H 1,863,819 1,573 634,977 60,256 3,709 2,564,334

The contributed surplus of the Company represents the difference

between the aggregate net assets of the subsidiaries acquired by
the Company pursuant to the corporate reorganisation in September
2003 and the nominal value of the Company’s shares issued for
the acquisition.

At 31 March 2006, the Company’s reserves available for distribution
to its shareholders comprise share premium, contributed surplus
and accumulated profits which in aggregate amounted to
approximately HK$2,503 million (2005: HK$2,487 million). Under
the Companies Law (2001 Second Revision) of the Cayman Islands,
the share premium of the Company is available for paying
distributions or dividends to shareholders subject to the provisions
of its Memorandum and Articles of Association and provided that
immediately following the payment of distributions or dividends,
the Company is able to pay its debts as they fall due in the ordinary
course of business. In accordance with the Company’s Articles of
Association, dividends shall be payable out of the profits or other
reserves, including the share premium account, of the Company.
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34. Retirement Benefits Plans
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34. BIAEFIFTE

Plans for Hong Kong employees () AEHBEEMRZAE
Defined benefit plan REEFIFTE
The Group is a member of a defined benefit plan which was REE R —EREEHFTEIMKLE %
open to qualified employees of companies under the control stEl#tFortune Star Trading Ltd.
of Fortune Star Trading Ltd. (“Fortune Star”). Fortune Star ([Fortune Star] ) #ZEHIH) R AIH & B1%E
and the Company are under the control of the same E\%Eﬁi Fortune Star R ARG X[ —
discretionary trust, the discretionary beneficiaries of which EREFMES B2 IR AR
include Mr Lee Wan Keung, Patrick, Mr Lee Man Chun, $L§§%$ BB ERTIORTE
Raymond and Mr Lee Man Bun, all of them are directors of (REHRARBES) N _ETTF
the Company. In December 2000, all the then existing TR RAEMRAEERABEKEHE
members of the defined benefit plan were enrolled into a REEBE-THRIES TR MIKE
MPF Scheme and their accrued benefits for the past services RERAF BN BEREATEN R5t
under the defined benefit plan were frozen as at 30 November BAR_ZEZZEF+—H=THHER
2000. The defined benefit plan was closed to new employees HEH-BTETF AR AR
from December 2000 onwards. S TEMTEE RS
Under the defined benefit plan, employees are entitled to BEREBNGE EERFE £+£
retirement benefits varying between 0 and 100% of their final BRARIR 2 BB AT B ER AR B MBS
salary as at 30 November 2000 multiplied by the pensionable HER-_ZZETHF+—HA=1THHK ?é
service up to 30 November 2000 on attainment of a retirement THEE100%NE FUBEZZTZE
age of 55. No other post-retirement benefits are provided. i‘f’ A= R IEMEFTR RS BIARTS
FF - RNE BRI HEARIAKIZIRF

The most recent actuarial valuation of the plan assets and the STEIEERAERNARERE ST H
present value of the defined benefit obligation was carried BEGE HEZASRR (BK) A
out as at 31 December 2005 of HSBC Life (International) RAR R-_ZEERF+-_A=+—H
Limited. The present value of the defined benefit obligation, YEL AT - RERFAEIRE B3R
the related current service cost and past service cost were B IRFS A AN S B = R AR TS A AN Th R A TR
measured using the projected unit credit method. B AR H
The main actuarial assumptions used were as follows: FrA®EERBERELNT

31.12.2005 31.3.2005

—ETHF —ETRF

+ZA=+—H =A=+—H

Discount rate AhIR & 4.25% 5%
Expected return on plan assets FTEI & ETEHAE R 5% 5%
Expected rate of salary increases TEfF S RE 0% 0%

The actuarial valuation showed that the market value of plan
assets at 31 December 2005 was HK$795,000 (31.3.2005:
HK$1,546,000) and that the actuarial value of these assets
represented 545% (31.3.2005: 1,059%) of the benefits that
were accrued to members.

BEGEETTEEEN_SZRF T

ZRA=1+—HZzm{&A795000%5T (=
ZERF=A=+—H:1,546,000/%
ik ﬁ’ﬁ&ﬁééziﬁ“{ﬁﬁmﬁ*%ﬁ
2Rk BIES 2 2 545%(— T RF=
A=+—H:1,059%) °
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NOTES TO THE FINANCIAL STATEMENTS
PR FTRE

For the year ended 31 March 2006 #ZE—FTENF=H=1—HIFFEZ

34. Retirement Benefits Plans (Continued) 34. RIAEFIFTE (&)
() Plans for Hong Kong employees (Continued) () AEBEEMBWE (&)
Defined benefit plan (Continued) REEFETE (&)
The credit recognised in the consolidated income statement PG BRERREENFT SRR
in respect of the defined benefit plan is as follows: R
2006 2005
—EERE ZEThHF
HK$’'000 HK$'000
F#&T FHTT
Interest cost FLEAZA 5 4
Expected return on plan assets FrEIEETRHE R (95) (70)
Total, included in other income et (BT AEMLZERA) (90) (66)
The actual return on plan assets for the year was HK$94,000 FTEIE ERAFEREREI¥R /594,000
(2005: HK$69,000). BT (ZZEZTHF:69,00087T) ©
The amount included in the consolidated balance sheet in REERAERIETEIEIAGEEE
respect of the Group’s defined benefit plan is as follows: BERNEEENT:
2006 2005
—EERE ZEThHF
HK$'000 HK$'000
F#&T FHTT
Fair value of plan assets FrEIEEAFEER 795 1,546
Unrecognised actuarial gains RNERIBE M (42) (80)
Present value of funded obligations HFRRE (146) (146)
607 1,320
Movements in the net assets in the year were as follows: BEFENFANEEHINT:
2006 2005
ZEERE —ZETHF
HK$’'000 HK$'000
F#&ET FHTT
At beginning of the year F4 1,320 1,254
Release of retirement benefit scheme RORAE N ET 2 (803) =
Amounts credited to income statement AN AR EEE 90 66
At end of the year FIR 607 1,320
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34. Retirement Benefits Plans (Continued)
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34. BINERIETE (&)

Plans for Hong Kong employees (Continued) () AEBEEMHEE (&)
Defined contribution scheme SREHRHKEE
The Group operates a MPF Scheme for all qualifying REBRMBEERERR —IHRE
employees. The assets of the scheme are held separately from T8l T AN EERAEENEE
those of the Group, in funds under the control of trustees. PAFE URBAGTEAEENES-
The Group contributes the lower of HK$1,000 or 5% of the ARE[EH2 1,000 T8k B B A Zi AR
relevant monthly payroll costs to the MPF Scheme. 5% * [As&fESFTE MR
Plans for PRC employees (i) AHEESmR S
The employees employed in the PRC subsidiaries are members R BRI A R R AR S92 8 B
of the state-managed retirement benefits schemes operated TP B R E IR R R AE R ET &l o R B
by the PRC government. The PRC subsidiaries are required to MEARBREEF®NETESL
contribute a certain percentage of their payroll to the RN BIH R R Az AR
retirement benefits schemes to fund the benefits. The only EBHRKEFGFEMNE—ZIHER
obligation of the Group with respect to the retirement benefits BETEIRE R
schemes is to make the required contributions under the
schemes.
Plans for US employees (iii) AEEEEMRZA S
Defined benefit plan REEFIFTE
The Group adopted sponsorship of the defined benefit pension REBRMNATERAGTEG TREES
plan for Hourly Employees and the Retiree Medical Plan. The MRRATBEES-RABEA=Z
adoption date was 30 June 2005. The pension plan is frozen TRENA=TH-ZRAFEIEHR
and not accepting new participants. All participants are vested ERTEMF2ME-FRER2INECE
and the plan still has active participants. Pension plan benefits AT RZEIRENBE RN INE-
are based primarily on participants’ compensation and years RONETEIF 25 2 LA INE FREN R 51
of credited service. Contributions to the pension plan are based AR RS FHGT H < RINET 8l 2 HHRE
on actuarial calculations of amounts to cover current service NRAZNIRERBRA 2 IEE TR
costs. B
The main actuarial assumptions used were as follows: FrAREZBE RN
2006

ZEERE
Discount rate AhIR & 5%
Expected return on plan assets FHEIEETRHAE R 7%
The actuarial valuation showed that the market value of plan EELERERTEEER ST E=

assets at 31 March 2006 was approximately HK$107,801,000
and that the actuarial value of these assets represented 93%
of the benefits that were accrued to members.

A=+—BZzm{&A107,801 OOO/PJE
MxEEEZBEBETIEERETEIK
E\r ﬂm293%
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NOTES TO THE FINANCIAL STATEMENTS
PR FTRE

For the year ended 31 March 2006 #ZE—FTENF=H=1—HIFFEZ

34. Retirement Benefits Plans (Continued)
(iii) Plans for US employees (Continued)

34. BIABFIFE (@)
(i) AEEEEMRTE (F)

Defined benefit plan (Continued)
The charge recognised in the consolidated income statement
in respect of the defined benefit pension plan is as follows:

FERFIEE ()
PRABRRANA R EEHT 2
RHBRMAT:

2006

= 1 VY

Current service cost R B RSN 1,475
Interest cost IFSNI#iN 4,620
Expected return on plan assets SHEIE ETEEER (5,561)
Past service cost BERBAAR 16,905
Total, include in cost of sales T (BT ASHERA) 17,439

The amount included in retirement benefit liabilities in the
year in respect of the defined benefit pension plan is as follows:

AR AR T RERINE
B ERED T

2006

ZEFERE

Fair value of plan assets SEIEEAFE 107,801
Unrecognised actuarial gains RIERZ ESH (8,829)
Present value of funded obligations HEIRE (116,411)
At end of the year FIR (17,439)

Defined contribution plan

The Group sponsors a 401(k) profit sharing plan for salaried
employees, the Retirement Savings Plan for Salaried Employees
of US subsidiary. All salaried employees not covered by the
collective bargaining agreement are eligible to participate. The
maximum allowable contribution for each employee is 50%
of gross wages subject to limitations set by the Internal
Revenue Code. The Group will match 100% of the first 3%
of employee contributions to the plan through salary deferral
plus 25% of the next 2% that the employee defers.
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35. Connected and Related Party Transactions and  35.
Balances
Transactions between group companies have been eliminated on
consolidation and are not disclosed in this note.

During the year, the Group had significant transactions and balances

HEAATRER 5 R4k

SEARRARZRH TR R EH S

FEUL P R -

FA NEEERDEATETHEAR S KR

with connected persons at the balance sheet date as follows: RE RIS
2006 2005
Nature of ZEERE —TTREF
Name of party transactions/balance HK$°000 HK$’000
HEALERE X5/ EHiEE TFi#&x FHET
Lee & Man Industrial Finished goods sold 122,018 84,229
Manufacturing B ERK M
BYEX Waste paper purchased 7,764 6,986
B IERE AR
Steam sold 1,560 1,560
Balance due from Lee & 22,938 612
Man Industrial Manufacturing
JRE W S B S AR
Lee & Man Paper Products Licence fee paid 869 861
Limited (note i) [EENEEIR: £
BXRmARATR )
Lee & Man Management Management fee paid 39 399
Company Limited (“Lee ENERE
& Man Management”) (note ii)
BXYEBARAR ([BXER]) (GFi)
Notes: PftaE:

(i) Lee & Man Paper Products Limited is beneficially owned by of Mr Lee
Wan Keung Patrick, a director of the Company.

(i)  Lee & Man Management is a subsidiary of Lee and Man Holding
Limited (“Lee & Man Holding”). Lee & Man Holding is beneficially

owned by Fortune Star.

() BXERERAREREEARARRIES

FEmSLL

(i) FECEIRZLee and Man Holding Limited ( [32
XEE]) BB A Rl R X E B B Fortune

StarBEm=HA °
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NOTES TO THE FINANCIAL STATEMENTS

B RS HRAR B

For the year ended 31 March 2006

35. Connected and Related Party Transactions and

HE_FTENF=A="+—HIFFE

35. HRAATRER SRR (&)

Balances (Continued)

The remuneration of the directors and other members of key EEREMETEERERERFAZBE 0

management during the year was as follows: T
2006 2005
—EERE —EERF
HK$'000 HK$'000
F#ET FAT
Short-term benefits 2 BtE A 8,218 5,694
Post-employment benefits RURAET 53 56
8,271 5,750

36. Principal Subsidiaries

Details of the Company’s principal subsidiaries, all of which were
wholly-owned by the Company at 31 March 2006, are as follows:

Place of incorporation
or establishment/

36. TEMBAF
ARRIEEMBRAR (R_FERF=A=1
—RERARREERE) WFBWOT:

Nominal value of issued
and fully paid share

operations capital/registered capital

Name of subsidiary B M S ER AL BEITREBERE Principal activities

M E A EEME EMRAEE TEEH

Able Advance British Virgin Islands Ordinary shares — US$4 Investment holding
International Limited RERTHS TRl —43T REZR

Lee & Man Industries British Virgin Islands Ordinary share — US$1 Investment holding
Company Limited RBREIRS TEKk—1%T REER

Lee & Man Paper British Virgin Islands Ordinary shares- US$100 Investment holding
International Limited RERTHS TR — 1003 T REER

Evergreen Trading Malaysia Ordinary shares — US$2 Procurement of raw materials
Company Limited S RFTE LR 2% HeERM

Lee Kwok (Macao Macau MOP100,000 Procurement of raw materials
Commercial Offshore) JBRPY SERFY#5100,0007T HeER R

Trading Limited
FIE CRFIBE R R X R
HHERATA

Lee and Man Paper Manufacturing Limited 2005/06 Annual Report



. *--g"l"*é;#‘l L"*L
l' ﬂ?;"‘T'“u--aa =
f‘?'ﬂ*f‘lt TR W
— RS :}d&mp

— 5
[

36. Principal Subsidiaries (Continued) 36. FEMBAR (&)
Place of incorporation Nominal value of issued
or establishment/ and fully paid share
operations capital/registered capital
Name of subsidiary FE M S ER AL BEITREBERE Principal activities
MB AR AR BE MR, HMBEAEE FTEEH
Wang Kei (Macao Macau MOP100,000 Export trading of paper
Commercial Offshore) P JEF9#100,0007T HREOZS

Trading Limited
A& CRPIBEF A E RS

BHERAT
REESCERBERA A PRC (note) Registered capital - Manufacturing and
(Dongguan Lee & Man F i (P3E) US$118,480,000 trading of paper
Paper Factory Co., Ltd.) FHE 78-118,480,0003 T EREERES
BEREXGEABRAT PRC (note) Registered capital - Manufacturing and
(Guangdong Lee & Man AR B (Bff3E) US$119,529,348 trading of paper
Paper Manufacturing FHME7ZR-119,529,348% 7T EREERES
Limited)
THEGERBRAT PRC (note) Registered capital - Manufacturing and
(Jiangsu Lee & Man Paper AR B (Bf3E) US$117,500,000 trading of paper
Manufacturing Company & 28-117,500,000% 70 EREERES
Limited)
Evergreen Pulp Inc. United States of America Ordinary shares — US$1,000 Manufacturing of pulp
=35 TR —1,000%7T FE1
Note: The companies are wholly foreign owned investment enterprises MiEE: ZZE AT RN ERS MR INE RS 2 154
established in the PRC. e
With the exception of Able Advance International Limited, all the % T Able Advance International Limited4)
subsidiaries are indirectly held. BB A B AREEAE BB AR
The above table lists the subsidiaries of the Company which, in the EERA LRINENARRME AR ThE
opinion of the directors, principally affected the results or assets TmEAKE RS AERBEN AR EE
and liabilities of the Group. To give details of other subsidiaries RA 5 HEMME A TS e AN 5
would, in the opinion of the directors, result in particulars of excessive NI BOREYEEBER
length.
None of the subsidiaries had any debt securities outstanding at the PAFE4E B s F TR S B R EE
end of the year, or at any time during the year. AR BB EET
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