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DIRECTORS’ REPORT

EEEHE

The directors present their annual report and the audited financial
statements of the Group for the year ended 31 March 2005.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The
principal activities of its principal subsidiaries are set out in note
32 to the financial statements.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31 March 2005 are
set out in the consolidated income statement on page 27.

The directors of the Company recommended the payment of a
final dividend of HK$0.18 per share for the year ended 31 March
2005 to the shareholders on the register of members on 12
August 2005, amounting to approximately HK$173,409,000,
subject to the approval of the shareholders at the forthcoming
annual general meeting.

SHARE CAPITAL
Details of movements in the share capital of the Company are set
out in note 21 to the financial statements.

PROPERTY, PLANT AND EQUIPMENT
During the year, the Group acquired property, plant and
equipment at a cost of approximately HK$649 million for the
purpose of expanding its business. Details of this and other
movements in the property, plant and equipment of the Group

during the year are set out in note 10 to the financial statements.
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DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS
The directors of the Company during the year and up to the date
of this report were:

Executive directors
Lee Wan Keung, Patrick (Chairman)
Lee Man Chun, Raymond (Chief Executive Officer)
Tan Siak Him, Alexander
Lee Man Bun
(appointed on 16 August 2004)

Non-executive director
Professor Poon Chung Kwong, GBS, JP
(appointed on 1 February 2005)

Independent non-executive directors
Wong Kai Tung, Tony
Heng Kwoo Seng
Law Kar Shui, Elizabeth
(appointed on 1 January 2005)

In accordance with Articles 86(3) and 87(1) of the Company’s
Articles of Association, Mr Lee Man Bun, Professor Poon Chung
Kwong and Ms Law Kar Shui, Elizabeth retire and, being eligible,
offer themselves for re-election.

Mr Lee Wan Keung, Patrick, Mr Lee Man Chun, Raymond and Mr
Tan Siak Him, Alexander, have entered into service agreements
with the Company for an initial period of four years commencing
1 September 2003, which will continue thereafter unless and until
terminated by either party by three months’ prior written notice.

Mr Lee Man Bun has entered into a service agreement with the
Company for an initial period of three years commencing 16
August 2004, which will continue thereafter unless and until
terminated by either party by three months’ prior written notice.

The term of office of each of the independent non-executive
directors is the period up to his retirement as required by the
Company’s Articles of Association.
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EXxgWmE

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT
POSITIONS IN EQUITY OR DEBT SECURITIES

As at 31 March 2005, the relevant interests or short positions of
the directors or chief executives of the Company in the shares,
underlying shares and debentures of the Company or its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO") which are required to be
notified to the Company and The Stock Exchange of Hong Kong
Limited (the “Stock Exchange"”) pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests or short positions which
they are taken or deemed to have under such provisions of the
SFO)) or were required pursuant to section 352 of the SFO, to be
entered in the register referred to therein or were required,
pursuant to the relevant provisions of the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”)
relating to securities transactions by directors to be notified to the
Company and the Stock Exchange were as follows:

Long positions

(a)  Ordinary shares of HK$0.10 each of the Company
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Number of
ordinary shares
subject to options
granted under the
Pre-IPO Share
Option Scheme

Percentage of
the issued
share capital of

BROBER the Company

Number of A B Rt 8 HARAFE

Name of director Capacity ordinary shares B8 B B A ERTRA

EEHR &1 EERHEE PROEERHA ERig

Lee Wan Keung, Patrick Held by controlled 716,228,000 — 74.35%
FiEog corporation (Note)

BEESEEFE ()
Lee Man Chun, Raymond  Held by controlled 716,228,000 — 74.35%

FXHE

corporation (Note)

AXEHEERSE (HE)
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Long positions (Continued) e (&)
(@) Ordinary shares of HK$0.10 each of the Company (a) ARE]ERETEO. 108 L) ZEBIR ()
(Continued)

Number of
ordinary shares
subject to options

granted under the Percentage of
Pre-IPO Share the issued
Option Scheme share capital of
BERADHER the Company
Number of AR AESTE RN
Name of director Capacity ordinary shares O RE R R AT ERITRA
BExEps g4 ZEREE SRHEBERHEA Bk
Lee Man Bun Held by controlled 716,228,000 — 74.35%
=3 Q) corporation (Note)
RXEHEERA (M)
Tan Siak Him, Alexander Beneficial owner — 1,986,000 0.21%
PR i5 2 ERBEAA
Wong Kai Tung, Tony Beneficial owner — 1,000,000 0.10%
TRE ERBEAA
Heng Kwoo Seng Beneficial owner — 1,800,000 0.19%
i ERBEAA
Note: These shares were held by Gold Best Holdings Ltd. (“Gold Best"), Mzt © ZEMRMEB Gold Best Holdings Ltd.
whose entire issued share capital is held by Trustcorp Limited (I'Gold Bestl) ##  Gold Best &%
(“Trustcorp”) as trustee for The Fortune Star 1992 Trust, a HEEITRA B  Trustcorp Limited
discretionary trust the discretionary objects of which include Mr ([Trustcorp) ) LA The Fortune Star
Lee Wan Keung, Patrick, Mr Lee Man Chun, Raymond and Mr Lee 1992 Trust KWEsEAB D H © The
Man Bun (all of them are directors of the Company), certain of Fortune Star 1992 Trust & — B2 # =
their family members and other charitable objects. O EeREIHEARETEREE
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NAEESE) WENETREKRE LA
hEEERE -




B X & ® A R A& A
F Rk 2004/05

Directors’ Report EEgRE
Long positions (Continued) e (&)
(b)  Ordinary shares of the associated corporations of the (b) A AR [ A B R
Company
Percentage of
the issued
share capital
Number of of the associated
associated Number of corporation
Name of director Capacity corporation ordinary shares EAEEEE
BEEpE 27 HEEZE AR ZERHE BRTREABIL
Lee Wan Keung, Patrick Held by controlled Gold Best 5 100%
FiEoR corporation (Note)
R EHEERA ()
Lee Man Chun, Raymond  Held by controlled Gold Best 5 100%
30 corporation (Note)
R EHEERA (M)
Lee Man Bun Held by controlled Gold Best 5 100%
3§k corporation (Note)

AXEHEERSE (HE)

Note: As Gold Best owns more than 50% interest of the Company,
Gold Best is an associated corporation of the Company under the
SFO. The entire issued share capital of Gold Best is owned by
Trustcorp as trustee for The Fortune Star 1992 Trust, a
discretionary trust the discretionary objects of which include Mr
Lee Wan Keung, Patrick, Mr Lee Man Chun, Raymond and Mr Lee
Man Bun (all of them are directors of the Company), certain of
their family members and other charitable objects.

Save as disclosed above and other than certain nominee
shares in subsidiaries held by certain directors in trust for the
Company, none of the directors or the chief executives or
their associates had any interests or short positions in any
shares, underlying shares or debentures of the Company or
any of its associated corporations as at 31 March 2005.
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SHARE OPTIONS

Particulars of the Company’s share option schemes, namely Share
Option Scheme and Pre-IPO Share Option Scheme, are set out in
note 23 to the financial statements.

The following table discloses movements in the Company’s Pre-
IPO Share Option Scheme during the year.

B

AARBRETE (WERESSREAA
FERATERETE) OFBHRITBRE
MisE23 -

TREBEARARANERAFERAERE
ARHBANEFBER -

Number of shares of the Company
to be issued upon exercise of the share

options
REREEBTERET
BANARARGHAE
Outstanding Outstanding
at 1.4.2004 Exercised  at 31.3.2005
Exercisable Z—ZEMF during ZZERF
period mA—H theyear Z=A=+—H

TR i AR AT HMATHE i AR AT B

Exercise price
Name Date of grant per share
g BREBEH SROEE
HK$
BT
Category 1: Directors
B-H EBE
Tan Siak Him, Alexander SETF 11.9.2003 4.17
Wong Kai Tung, Tony TRE 11.9.2003 4.17
Heng Kwoo Seng JilER 11.9.2003 417
Total Directors EEHY

Category II: Other employees

-8 8

Employees (== 11.9.2003 417
Category Ill: Others

FZEEM

Consultants 8 11.9.2003 417
Total B

26.3.2004 to 3,000,000 (1,014,000) 1,986,000
25.9.2006

26.3.2004 to 1,000,000 — 1,000,000
25.9.2006

26.3.2004 to 1,800,000 — 1,800,000
25.9.2006

5,800,000 (1,014,000) 4,786,000

26.3.2004 to 4,894,000 (840,000) 4,054,000
25.9.2006

26.3.2004 to 1,900,000 (1,000,000) 900,000
25.9.2006

12,594,000 (2,854,000) 9,740,000
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SHARE OPTIONS (Continued)
No options have been granted under the Share Option Scheme
since its adoption.

The closing prices of the Company’s shares immediately before the
date which the options were exercised were as follows:

Number of share options exercised

BIRE (E)
B BB S ERAIAR - AR ERIE
B R ME AT &1 AR (] B AL -

ARR DR ERETER A — R 2T
BT

Closing price before the date of exercise

NEREETFEEROEA TEBHAKTHE
HK$
BT
254,000 7.45
764,000 6.95
806,000 5.90
1,030,000 5.80
DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES EERERDBELFNED

Save as disclosed under the heading “Share Options” above, at no
time during the year was the Company, its holding company or
any of its fellow subsidiaries or subsidiaries a party to any
arrangements to enable the directors of the Company to acquire
benefits by means of the acquisition of shares in, or debts
securities (including debentures) of, the Company or any other
body corporate and none of the directors, their spouses or
children under the age of 18, had any rights to subscribe for
securities of the Company, or had exercised any such rights.
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SUBSTANTIAL SHAREHOLDERS FERR

As at 31 March 2005, the following persons (other than directors RZZEERF=A=+—H TIAXERQ
or chief executives of the Company) had interests or short FIEZHFTBITHABERIN ERQAFTHYL
positions in the ordinary shares of the Company which fall to be BRFHEBFEEFLMHSEHNE+ RIS
disclosed to the Company under the provisions of Divisions 2 and  2& 235 SRR E A M AR A B A &k
3 of Part XV of the SFO, or which were recorded in the register %2 - iR 1B E % & 2 & 16 5] £ 336154 1R
required to be kept by the Company under section 336 of the TEERBENAATLRZIEFENELMHALN

SFO: EHIOKE -
Long positions e
Ordinary shares of HK$0.10 each of the Company KB R ETEO0.10 & T /9 3 i
Percentage of
the issued
share capital of
the Company
Number of (NN
Name of shareholder Capacity ordinary shares 2RITRAE
BREE g 4 ZERHA B
Gold Best Beneficial owner 716,228,000 74.35%
EmEAA
Trustcorp Held by controlled corporation 716,228,000 74.35%
RXZEGHEEEE
Lee Wong Wai Kuen Held by spouse (Note) 716,228,000 74.35%
TEER mEEFEE (M)
Note: Under the SFO, Lee Wong Wai Kuen is deemed to be interested in these  BisE @ REZFHFMPEEN  HRAEZTEHELZTE
716,228,000 ordinary shares as she is the spouse of Lee Wan Keung, B(ARAER)NEBS  WEEAEEEZ
Patrick, a director of the Company. 716,228,000% & 3B AX H) #E %5 ©

Save as disclosed above, as at 31 March 2005, the Company had B EXFTIETEEI  R_ZEZERF=A =+
not been notified by any persons (other than directors or chief —H @ BETMALT (KA EERETET
executives of the Company) who had interests or short positionsin A EBRIN HE RN T » BHELEKRQ AN
the shares or underlying shares of the Company which would fall XD SRR R B IR 5 B 5 RS 1560
to be disclosed to the Company under the provisions of Divisions 2 S+ R & E2 M E 30 S 8I8 FA B AR T
and 3 of the Part XV of the SFO, or which were recorded in the BEWEZH AR  HBREZFHELBFEENE
register required to be kept by the Company under section 336 of  336{§H R FEC RHE N AR AKX EF B W
the SFO. BLMANERIORE
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CONNECTED TRANSACTIONS BEXRS

Details of the discloseable connected transactions for the year are A& [EHZE T # 5 &
set out in note 31 to the financial statements. In the opinion of  FRMFE31 > B IFHTT

PR R NP
the independent non-executive directors, these transactions EJMH) E#iR5 :
entered into by the Group were:

RARBHHEE R —REHBIETA]

(i)  in the ordinary and usual course of business of the Group; i b
VA

(i) either (a) on normal commercial terms; or (b) where there is (i) J3 (a2 — MR RG ¥ B ZETT + ()M

no available comparison, on terms that were fair and EAMAIHEERE AR EAQRFRE
reasonable so far as the shareholders of the Company are MEBAFTEIE BBERETIL
concerned;

(i) either (a) in accordance with the terms of the agreements; or (i) J3(a)i& W s G R ET 32 sk (b)if EZ &

(b) where there are no such agreements, on terms no less g - B TBR G TEYE =808
favourable than those available to or from independent third VE=ZERENBERE L &
parties; and

(iv)  within the relevant cap amounts as agreed by the Stock (v) Fr# K &I EBL BB SHAETHNE
Exchange. B LRE5E -

Save as disclosed above, there were no other transactions which B EXFTHEEN - TWELMAEMR F AR
are required to be disclosed as connected transactions in BB ETMEINBEEABELZHELSE -
accordance with the requirements of the Listing Rules.

DIRECTORS’ INTEREST IN CONTRACTS EENaER

Save as disclosed under the heading “Connected Transactions”, BrRIBEX S| —EIMEEEIN  KNAGR - &
there were no contracts of significance to which the Company, its A7 « EEA R ZHE Q& SH B A 7
holding company or any of its fellow subsidiaries or subsidiaries LRI R F & H S FRNERFRDAE
was a party and in which a director of the Company had a ¥ BARAEEEEAEEEHETEEE
material interest, whether directly or indirectly, subsisting at the KFIZHEBE A B L °

end of the year or at any time during the year.

MAJOR CUSTOMERS AND SUPPLIERS TEEFRHESD

During the year, the aggregate purchases attributable to the RN AEBER AMHEFGERAEEARESE
Group's five largest suppliers comprised approximately 44% of the  #)44% - MASEEZ A EFEIERERE
Group's total purchases and the purchases attributable to the IREEZEE#922% -

Group’s largest supplier were approximately 22% of the Group's

total purchases.



Lee & Man Paper Manufacturing Limited
Annual Report 2004/05

MAJOR CUSTOMERS AND SUPPLIERS (Continued)

The aggregate sales during the year attributable to the Group's
five largest customers were less than 30% of the Group’s total
sales.

None of the directors, their associates or any shareholder which,
to the knowledge of the directors, owned more than 5% of the
Company’s issued share capital had any interest in the share
capital of any of the five largest suppliers of the Group.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S
LISTED SECURITIES

During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed
securities.

SUFFICIENCY OF PUBLIC FLOAT

According to the information that is publicly available to the
Company and within the knowledge of the directors, the
Company has maintained a sufficient public float throughout the
year ended 31 March 2005.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company's
bye-laws, or the laws of Cayman Islands, which would oblige the
Company to offer new shares on a pro-rata basis to existing
shareholders.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding securities
transactions by directors of listed companies on terms no less
exacting than the required standard set out in the Model Code for
Securities Transactions by Directors of Listed Companies (“Model
Code"), and have made enquiries with the directors that they have
complied with the Model Code.
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CORPORATE GOVERNANCE TEER

The Company has complied throughout the year ended 31 March REZ-_ZFEERF=A=+—HIHH &
2005 with the Code of Best Practice as set out in Appendix 14 of A F— BT FHRBIKER14 PAE O HE
the Listing Rules. FERSFA ©

The Company has received, from each of the independent non- ARARIEEESBIIFNTES FEER

/her
independence pursuant to Rules 3.13 of the Listing Rules. The

executive directors, an annual confirmation of his
Company considers all of the independent non-executive directors

are independent.

DONATIONS
During the year, the Group made charitable and other donations
amounting to HK$50,000.

AUDITORS

A resolution will be submitted to the annual general meeting of
the Company to re-appoint Messrs. Deloitte Touche Tohmatsu as
auditors of the Company.

On behalf of the Board

Lee Wan Keung, Patrick
Director

Hong Kong, 28 June 2005

T OHERARETA LTRAUEIMGHES
BHBY M ZHRE - NRRIRRMABBEILIE
HWITESHUBREIAL -

B

FAARAMELENESREMEBRA K
50,000/ 7T °

BB D

HA - B ERNSHMTEZREAR
REVZEED o AARHRBRRBFAE L1
ERBR - BERED/ZHE -

& A

EE

= Ap
FE®R
EE
T —TEAFAAZ+TNAH






