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Interim Results
hEAZ S

The board of directors (the “Board”) of Lee & Man Chemical Company
Limited (the “Company”) is pleased to announce the unaudited interim
results of the Company and its subsidiaries (the “Group”) for the six
months ended 30 June 2020 together with comparative figures for the

last corresponding period as follows:

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME

For the six months ended 30 June 2020

BY{ATIHAERAB(ARRDESSMAR
AR RENBRAR([AEEEHZE
20206 A30H IE61E A 2 A& |2 P HIZE

B EREFRBLBRBFIT

ERGRSEERAMEE KSR

HZE2020%6 A308 1F61EA

Six months ended 30 June

BZ6A30HL6MEA
2020 2019
(Unaudited)  (Unaudited)
(RBEZ)  CREFR)
Notes HK$'000 HK$'000
Hist FHET FHET
Revenue WA 3&4 1,381,714 1,718,656
Cost of sales SHE AR (938,314)  (1,036,563)
Gross profit EH 443,400 682,093
Other income HABYA 5 41,570 85,426
Other gains or losses HAb e sk E1E 6 353 (3,678)
Selling and distribution costs HE R A (91,172) (106,511)
General and administrative expenses THER (98,498) (83,813)
Research and development cost iR g=d== (59,409) (71,302)
Finance costs BLE KA (31,863) (41,027)
Net exchange (losses) gains B 3% (B8 ) e as (13,048) 1,591
Share of gains of joint ventures JEE & S EWER 402 212
Share of losses of associates FEEE B EE (288) (128)
Profit before taxation BRI RT3 191,447 462,863
Income tax expense FR{SHisZ i 7 (35,234) (61,683)
Profit for the period HA S A 8 156,213 401,180
Other comprehensive expenses: Ht2HE%H -
Items that will not be reclassified to HETEENsERBEY
profit or loss: BH :
Exchange differences arising on translation ApEmMEERER =58 (57.863) (9,161)
Share of other comprehensive expenses of EhaghtRRRBErE s H
joint ventures and an associate g (616) 4
Other comprehensive expenses for the period ~ HAARHE M 2 2 H (58,479) (9,165)
Total comprehensive income for HAZEWREETE
the period 97,734 392,015
Earnings per share: Bl
— Basic (HK cents) —HARCE) 10 18.9 48.6
— Diluted (HK cents) —#E OB 18.9 48.6




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL

POSITION
At 30 June 2020

Interim Report 2020 P HA%R

AR S B SRR R

20206 A30H

30 June 31 December

2020 2019
20205 20194
6A30H 12A31H
(Unaudited) (Audited)
(REEER) (eFE=%)
Notes HK$'000 HK$'000
Kzt FHET FHET
NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME - WENRRE 17 4,070,326 4,083,068
Right-of-use assets EREEE 138,855 142,998
Intangible assets B EE 92,470 95,405
Deposits paid for the acquisition of property, ~ BEEWE - MEKZHZ
plant and equipment =ANHEA 64,602 76,644
Interests in joint ventures BRE R 16,589 16,462
Interests in associates B b 2 20,084 19,619
Loan to a joint venture BEDEIER 97,755 97,755
Deferred tax assets RETHIRE = 21,581 22,335
Gooduwill i 2,579 2,622
4,524,841 4,556,908
CURRENT ASSETS RBEE
Inventories FE 12 474,324 550,384
Properties under development for sale FFHENERPYE 304,749 263,163
Trade and other receivables JEWE 5 N E b FRIE 13 309,075 290,527
Bills receivable ST 114,250 156,105
Amount due from a joint venture JEY & & FE IR 13,823 14,120
Amount due from an associate JRE WSt & 1 SRR 313 1,199
Amounts due from related companies FEM B A R FRIA 15,228 16,138
Bank balances and cash RITHEHR MRS 200,220 246,404
1,431,982 1,538,040
CURRENT LIABILITIES RERE
Trade and other payables JETTE 5 KR EAth k1A 14 342,755 366,898
Bills payable JERT IR 48,597 131,763
Contract liabilities BMmarE 45,577 55,157
Amounts due to related companies JERTRAE A RIFRIE 11,368 15,307
Taxation payable e IR 12,381 85,677
Lease liabilities HEaE 1,321 1,850
Bank borrowings — due within 1 year RITIER— 1FREIH 417,637 587,538
879,636 1,244,190
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Interim Results
hEAZ S

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL
POSITION (CONTINUED)

ERGRE M BMRRR(E)

At 30 June 2020 1202066 H30H

30 June 31 December

2020 2019

20204 20194

6H30H 12A31H

(Unaudited) (Audited)

(REEZR) (EZ)

Notes HK$'000 HK$'000

Kzt FExT FH&IT

NET CURRENT ASSETS REEETFHE 552,346 293,850

TOTAL ASSETS LESS CURRENT LIABILITIES #Z2EERREBEE 5,077,187 4,850,758
NON-CURRENT LIABILITIES FRBERE

Other payables JE - EL At FRIE 14 36,800 40,747

Lease liabilities HEBE 276 -

Contract liabilities BHBE 8,963 9,877

Deferred tax liabilities REHIAEE 32,289 38,697

Bank borrowings — due after 1 year RITIER— 1512 2IH 1,158,053 910,914

1,236,381 1,000,235

NET ASSETS BEFE 3,840,806 3,850,523
CAPITAL AND RESERVES ERRf#HE

Share capital N 15 82,500 82,500

Reserves i 3,758,306 3,768,023

TOTAL EQUITY EREEE 3,840,806 3,850,523
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN ERGE RSB R
EQUITY
For the six months ended 30 June 2020 #ZE202066A30A 1E61E A
Non- Share
Share Shre  ditbueble  Sefetyfund  Transltion option Specl Other — Accumulted Totel
apil premium Tesenve fesene Teserve Tesene Tesenve fesene profs equy
e RiAGE  AUAREE RREGER Eifk  BRERR il Ak it ER2E
HKE000 HK$ 000 HK$ 000 HKE000 HK§000 HK$ 000 HKS 000 HKE000 HK§000 HK$000
Tin TR TER TR Tin TR TEn TR TR Tin
(ote) (ko) (oteii) (ote)
(Hh) (Hishi) (Hsi) ()
At 1 January 2019 (audted) R2019% 1 A1R(ER) 82500 20307 531,614 1213 (121,568) 47997 (97362) (63) 3014650 3478665
Tenstionel adustment on el ENRREERASE
adoption of HKFRS 16 £16%2 BRHE - - - - - - - - 5 5
AT Januany 2019 R09FIA1A
(adusted) (8% 82500 20307 531614 1213 (121568) 47997 (97362) (63) 3014708 347873
Proftfor the perod e - - - - - - - - 401180 401180
Othercomprehensive expense for E s
the period - - - - (9165) - - - - (9,169)
Tot comprehensive (epense) income 2 (%t g
for the period - - - - (9165) - - - 401180 39015
Dividend recogised s distrbuton BERARRE - - - - - - - - (B30 (13750
Transfer to non-distbuteble resene B\ 2GS - - 40436 - - - - - (40436) -
Net utlaton ofsefety und reseme e K1 - - - (1213) - - - - 1213 -
Recognon of equy seted she EURSERER A
based payments - - - - - 16,208 - - - 16,208
At30 une 2019 (unauded) R01956R30R (KiTER) 82500 20307 572,030 - (13073) 64205 (9736) (68) 32915 37631%




LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Interim Results
hEAZ S

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN
EQUITY (CONTINUED)
For the six months ended 30 June 2020

ERGREERSBR(E)

#HZ=2020%6A30H 161E A

Non- Share
Share Share  distributable  Safetyfund  Translation option Special Other  Accumulated Total
capital  premium reserve reserve reserve reserve reserve reserve profits equity
BE  BEEE TUAKER %Z2EGER  EXRAE  BRERE  FRRE  HMBE  ZHER  RReE
HKS'000 HKS$'000 HKS'000 HKS$'000 HKs'000 HKS'000 HKS$'000 HKS$'000 HKS'000 HK$'000
TER ThR Thn TR TER ThR ThR TR TER ThR
(note i (note i) (note iii) (nofe iv)
(W) (Wi (i) (W)
At 1January 2020 A2020F1718
(audited) (&21) 82,500 20307 614212 - (m09m3) 80,681 (97,362) (686) 3361844 3850523
Profitfor the period By - - - - - - - - 156213 156213
Other comprehensive expense ~ SREHZEXH
for the period - - - - (58,479) - - - - (58,479)
Total comprehensive income for A2 EHEHAE
the period - - - - (58419) - - N L1 97,734
Dividend recognised as BEAARZRE
distribution - - - - - - - - (13750 (123,750)
Transfer to non-distributable ~~ BARTARHE
reserve - - 26,502 - - - - - (26,502) -
Appropriation tosafetyfund ~ BEER2ESHE
reserve - - - 8,630 - - - - (8630) -
Utilsation of safety fund reserve B %2E48E - - - (8:630) - - - - 8630 -
Recognition of equity settled ~ BEUBALEAZEZ
share based payments % - - - - - 16299 - - - 16,299
At 30 June 2020 2020565308
(unaudited) (*EEH) 82,500 0307 640714 - (6945) 960 (9736 (686) 3367805 3,840,806
Notes: Mzt -

.

According to the relevant laws in the People’s Republic of China (“PRC"), wholly
foreign-owned enterprises in the PRC are required to transfer at least 10% of their net
profits after taxation, as determined under the PRC accounting regulations, to a non-
distributable reserve fund until the reserve balance reaches 50% of their registered
capital. The transfer to this reserve must be made before the distribution of a dividend
to equity owners. The non-distributable reserve fund can be used to offset the previous
years' losses, if any. The non-distributable reserve fund is non-distributable other than
upon liquidation.

Pursuant to the relevant regulation in the PRC, certain subsidiaries of the Company are
required to provide for safety fund reserve based on sales revenue.

The special reserve of the Group represents the difference between the nominal value
of the share capital issued by the Company and the nominal value of the share capital
of the subsidiaries acquired pursuant to a group reorganisation in December 2001.

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

REFEARLME ([FE ) ERERE - EREH
SVEREBAEHE R 1000 RSN (RIEF B &5
REETE)ETANIKEE - EEREHEREDRM
AAR5000 © HEBZREE LA D IR BABRA]
TR D IFEER AR HBEFEER(NE) < R
BRI AR DIRFEERTENIK

RIEPBEBRDER - BOARBZFRARFRE
HEHARREESHE -
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS FHRFAERERER

Six months ended 30 June

HZ6H30R 1618 A
2020 2019
(Unaudited)  (Unaudited)
(CREER)  CREFER)
HK$'000 HK$'000
FHET FHTT
NET CASH FROM OPERATING ACTIVITIES REXBBRSFH 232,767 538,230
INVESTING ACTIVITIES RETEE
Payments for purchase of property, plant and equipment BB E Y% - BB MR ENZK (95,154) (198,206)
Deposits paid for acquisition of property, BEME  BERREZ
plant and equipment =ENEE (117,832) (167,519)
Capital injected to associates 2 A E (1,095) (1,569)
(Decrease) increase in construction costs payable PR R IE ORl A4 ) 35 00 (21,201) 12,688
Interest received BUF & 3,032 2,455
Proceeds from disposal of property, HEWE - BEKZE
plant and equipment PG RIA 1,670 99
NET CASH USED IN INVESTING ACTIVITIES RETEFTARESFE (230,580) (352,052)
FINANCING ACTIVITIES RESEE
Bank borrowings raised EsRTER 568,485 400,169
Repayment of bank borrowings BEBITER (480,036) (418,014)
Dividends paid EAIRRE (123,750) (123,750)
Interest paid EFE (31,950) (39,364)
Proceeds from (payments for) settlement of derivative ~ &ESTES BT AME
financial instruments (BT 508 306 (3,381)
Payments for lease liabilities HEEERNK (1,087) (1,442)
NET CASH USED IN FINANCING ACTIVITIES RETEFTARESFE (68,032) (185,782)
NET (DECREASE) INCREASE IN CASH AND RERREEEYORD)EM
CASH EQUIVALENTS HBE (65,845) 396
CASH AND CASH EQUIVALENTS AT HMOzBERESEEY
BEGINNING OF THE PERIOD 246,404 593,074
EFFECT OF CHANGES IN EXCHANGE RATE EXSEH o TE 19,661 (2,225)
CASH AND CASH EQUIVALENTS AT MRZHRERRASEEY
END OF THE PERIOD 200,220 591,245
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NOTE TO THE CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

Notes:

BASIS OF PREPARATION

The condensed consolidated financial statements have been
prepared in accordance with Hong Kong Accounting Standard 34
Interim Financial Reporting issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA") as well as with the
applicable disclosure requirements of Appendix 16 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”).

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

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared on the historical cost basis except for certain financial
instruments, which are measured at fair values as appropriate.

Other than new accounting policies resulting from application
of amendments to Hong Kong Financial Reporting Standards
("HKFRSs") and application of certain accounting policies which
became relevant to the Group, the accounting policies and methods
of computation used in the condensed consolidated financial
statements for the six months ended 30 June 2020 are the same as
those presented in the Group's annual financial statements for the
year ended 31 December 2019.

Application of amendments to HKFRSs

In the current interim period, the Group has applied the
Amendments to References to the Conceptual Framework in
HKFRS Standards and the following amendments to HKFRSs issued
by the HKICPA, for the first time, which are mandatorily effective
for the annual period beginning on or after 1 January 2020 for
the preparation of the Group’s condensed consolidated financial
statements:

Amendments to HKAS 1 Definition of Material

and HKAS 8
Definition of a Business

Amendments to HKFRS 3

Amendments to HKFRS 9, Interest Rate Benchmark Reform

HKAS 39 and HKFRS 7
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PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

Application of amendments to HKFRSs (Continued)

Except as described below, the application of the Amendments
to References to the Conceptual Framework in HKFRS Standards
and the amendments to HKFRSs in the current period has had no
material impact on the Group's financial positions and performance
for the current and prior periods and/or on the disclosures set out
in these condensed consolidated financial statements.

2.1

2.2

Impacts of application on Amendments to HKAS 1 and
HKAS 8 “Definition of Material”

The amendments provide a new definition of material
that states “information is material if omitting, misstating
or obscuring it could reasonably be expected to influence
decisions that the primary users of general purpose financial
statements make on the basis of those financial statements,
which provide financial information about a specific reporting
entity.”

The amendments also clarify that materiality depends on
the nature or magnitude of information, either individually or
in combination with other information, in the context of the
financial statements taken as a whole.

The application of the amendments in the current period had
no impact on the condensed consolidated financial statements.
Changes in presentation and disclosures on the application of
the amendments, if any, will be reflected on the consolidated
financial statements for the year ending 31 December 2020.

Impacts and accounting policies on application of
Amendments to HKFRS 3 “Definition of a Business”

2.2.1 Accounting policies

Business combinations or asset acquisitions
Optional concentration test

Effective from 1 January 2020, the Group can elect to apply
an optional concentration test, on a transaction-by-transaction
basis, that permits a simplified assessment of whether an
acquired set of activities and assets is not a business. The
concentration test is met if substantially all of the fair value of
the gross assets acquired is concentrated in a single identifiable
asset or group of similar identifiable assets. The gross assets
under assessment exclude cash and cash equivalents, deferred
tax assets, and goodwill resulting from the effects of deferred
tax liabilities. If the concentration test is met, the set of activities
and assets is determined not to be a business and no further
assessment is needed.

11
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2. PRINCIPAL ACCOUNTING POLICIES (CONTINUED) 2.

Application of amendments to HKFRSs (Continued)

2.2 Impacts and accounting policies on application of
Amendments to HKFRS 3 “Definition of a Business”
(Continued)

2.2.2 Transition and summary of effects

The amendments had no impact on the condensed
consolidated financial statements of the Group.

TEEBERGE)

ERIET B R M B RERER (&)

22 ERZEYFHREEREIN (BT
) EBEHEE |2 ZER ST H
x(#E)

222 FFEZBRERARG

ERT ARSI A K E 2 ERRE MR
RUWERZE -

3. REVENUE 3. WA
(i) Disaggregation of revenue (i) WADE
Six months ended 30 June
B Z6A30R L6{EA
2020 2019
HK$'000 HK$'000
THET FHET
Types of goods or services EmEREESR
Manufacture and sale of chemical products BLENHE TEMm
Caustic soda KRR 532,594 691,484
Chloromethane products o) 318,856 498,129
Polymers = TR 193,557 212,538
Hydrogen peroxide BElE 154,934 105,861
Fluorochemical products L TESR 23,556 85,581
Styrene acrylic latex surface sizing agent KR beBE 31,456 25,581
Others HAth 126,761 99,482

(ii) Performance obligations for contracts with customers

Manufacture and sale of chemical products with product
delivery services

The Group manufactures and sells chemical products directly
to customers. Revenue is recognised when control of the
goods has transferred, being when the goods have been
shipped to the customer's specified location (delivery). The
normal credit term is 7 to 60 days upon delivery.
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4.

SEGMENT INFORMATION

(@)

(b)

(c)

Operating segments

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

Geographical information

The Group's operations are located in the PRC. Most of the
Group's revenue from external customers is derived from the
PRC and most of the Group’s non-current assets are located in
the PRC for both periods.

Revenue from major customers

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

4.
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2 RPE R

(a)

(b)

(c)

BED W

BEEMBME LR ES TR ELE
DEBELANEB IR S B A S E A
WE%W“* W$EII§§L
@TI?E%ﬁﬁWﬁﬁi LAYE
ﬁ?/ﬁ PEERFZ D ERIR - £ B
BARARTAEENEER

ﬂ’ i 2N & B A & 2k B A EE N 8
%MIE&’%E%$%EW@%
BRFERIE - Bt - NEEWLE
REUT BB D EBERS o

HEE R
NEENEBMUARFE - FEiEMIE
i - BRI R BN E 2K
AEREAFREMEAI0DZIERE
BEBLINTE -
REXEFFHWE

REBENAEREE WSS BBGB
10%M BRI ¢

Six months ended 30 June

HZ6A30R1L6MEA
2020 2019
HK$'000 HK$'000
FET FiBT
Customer A ZHEA N/A*
TER* 172,021

* The corresponding revenue from the customer did not contribute over

10% of the total revenue of the Group for the six months ended 30 June
2020.
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5.

OTHER INCOME

HABA

Six months ended 30 June

BZ6A30A16MEA
2020 2019
HK$'000 HK$'000
FHET FHTT
Government grants R T 48 22,693 64,452
Electricity and steam income RHEE S RERBA 8,960 13,295
Scrap sales EEmmi A 5,108 3,453
Bank interest income ERITH BHA 3,032 2,455
Rental income HEWA 1,026 1,168
Interest income from a joint venture BERNRZMBWA 309 236
Others Efth 442 367
41,570 85,426

OTHER GAINS OR LOSSES 6. HtWzmmEE

Six months ended 30 June

BZ6A30HL6MEA
2020 2019
HK$'000 HK$'000
FTHET FHET
Net gain (loss) on settlement of PTESRMTAKE Y
derivative financial instruments FUER (185) 306 (3,380)
Net gain (loss) on disposal of BEWE  BEK&
property, plant and equipment BT (B X) 47 (298)
353 (3,678)

14




INCOME TAX EXPENSE
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FRr&H<H

Six months ended 30 June

HZ6H30A1L6EA
2020 2019
HK$'000 HK$'000
THET FHETT
The charge comprises: XHEE
Current tax: REATRIE
PRC Enterprise Income Tax (“EIT") IR EPRETE 40,855 70,598
Withholding tax on dividend income M EHATENR 5,805 8,947
Over provision in AR E %4
prior years — EIT IR EPTIET (6,013) (9,044)
Deferred tax RIETRIE (5,413) (8,818)
35,234 61,683

The Group's major business is in the PRC. Under the Law of the
PRC on EIT and its Implementation Regulation, the tax rate of the
subsidiaries in the PRC is 25%.

For the periods ended 30 June 2019 and 30 June 2020, Jiangsu
Lee & Man Chemical Limited (“Jiangsu L&M") and Jiangxi Lee &
Man Chemical Limited (“Jiangxi L&M") were entitled to reduced
EIT rate of 15% as they have been qualified as a High and New
Technology Enterprise.

Taxation arising in other jurisdiction is calculated at the rate
prevailing in the relevant jurisdiction.

No provision for Hong Kong Profits Tax is made for both periods
since there is no assessable profit for both periods.
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8. PROFIT FOR THE PERIOD 8. HiRiEAF

Six months ended 30 June

B Z6A30R L6fEA
2020 2019
HK$'000 HK$'000
FHET FHTT
Profit for the period has been arrived AN B -
at after charging:
Directors’ emoluments EEE 24,305 26,027
Other staff costs: EHADRK BB
Salaries and other benefits e kEMmER
(excluding directors) (EE/KRIN) 122,172 119,812
Retirement benefit schemes contributions RUKIBTIET B R
(excluding directors) (BFERIN 3,516 7,667
Total staff costs B TR AR 149,993 153,506
Finance costs: AR
Interest on bank borrowings wholly MEXE—EREFNR
repayable within five years P EMER 2 RITIERK 31,558 38,823
Interest on lease liabilities MEXE-HEBE 46 131
Less: amounts capitalised to property, B RYE - BE R
plant and equipment (note) JEENMe 2 BT (608) (99)
30,996 38,855
Cost of inventories recognised as expenses R/ LONFERAR 938,314 1,036,563
Depreciation of property, plant and equipment ~ #1% « BE KRR EZINE 167,416 173,748
Depreciation of right-of-use assets EREEENE 2,636 3,430
Amortisation of intangible assets B E ERH 1,389 1,621
Total depreciation and amortisation WEREHEAE 171,441 178,799
Capitalised in inventories Bt ATFEZ2HE (147,501) (159,007)
23,940 19,792
Note: During the period ended 30 June 2020, certain borrowing costs capitalised arose Hist  8ZE20206F6 A308 - B EREMEERK
from the specific borrowings and were calculated by applying a capitalisation rate NEEEEREERRB/FEERIEED

BESRIREFENELEL9875%(2019 :
4.75%)51 5 °

of 4.9875% (2019: 4.75%) per annum to expenditures on qualifying assets.
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DIVIDENDS 9. KR
Six months ended 30 June
HZ6HA30RL6fEA
2020 2019
HK$'000 HK$'000
THERT THET
Final dividend paid during the period: HARNBE IR 2 REAIR S,
2019 final dividend HK15 cents per share 2019 RAARR SRR 157810
(2019: 2018 final dividend of (2019 : 20185 RHAMR B
HK15 cents per share) FRR15800) 123,750 123,750
Interim dividend declared subsequent e EkcHHRE
to period end:
2020 interim dividend HK7.5 cents per share 20205 F AR B E A7 5781
(2019: 2019 interim dividend of (2019 : 2019F HFHARR B
HK18 cents per share) B8 61,875 148,500

The Board has declared that an interim dividend of HK7.5 cents
(2019: HK18 cents) per share for the six months ended 30 June
2020 to shareholders whose names appear in the Register of
Members on 24 August 2020.

FEEEHRTIR2020F6 A30H 1F61F
Bz HAR B F7.55111(2019 : 1878
i) F 7202048 A24 B B 5AIRE &M
NZRRE °

EARNINGS PER SHARE 10. BREF
The calculation of the basic and diluted earings per share is based SIERREEGRAZAREREEA
on the profit for the year attributable to owners of the Company of 2 H3 N A 156,213,0007 7T (2019 ¢
HK$156,213,000 (2019: HK$401,180,000) and 825,000,000 401,180,000 7% 7T ) J 825,000,000 &
(2019: 825,000,000) shares in issue during the period. (2019 : 825,000,0008) {51 E °
The calculation of diluted earnings per share is based on the SRABERAGEHIREAR R PIERE
profit attributable to equity shareholders of the Company and the 100 Al R B 24T AR T 159 B A AR K
weighted average number of ordinary shares in issue after adjusting BRURERE SRR SR L BB R A
for the potential dilutive effect caused by the share options granted RREREE S BIEL TR
under the share option scheme.
Six months ended 30 June
BZE6A30HL6fEA
2020 2019
‘000 Shares ‘000 Shares
FR’R TR
Weighted average number of ordinary shares AR ERERREN 2 EBBINE
for the purpose of basic earnings per share Fa8 825,000 825,000
Effect of deemed issue of shares under the RIBAR R RN BRAERT EIARIER N/A
Company's share option scheme BEITRD 28 TER 1,402
Weighted average number of ordinary shares AAESREERN 2 B E
for the purpose of diluted earnings per share a8 825,000 826,402

The computation of diluted earnings per share for the current
period did not assume the exercise of the Company's share options
because the adjusted exercise price of those share options was
higher than the average market price for shares in that period.
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12.

13.

ADDITIONS TO PROPERTY, PLANT AND EQUIPMENT

During the period, the Group spent approximately HK$223 million
on property, plant and equipment to expand its operation.

NEYE - BERRE

HiR - AEERYE - BELRREBRE
#2238 - WEREEE

INVENTORIES 12. £

30 June 31 December
2020 2019
20204 20194
6H30H 12H31H
HK$'000 HK$'000
FH&T FH&TT
Raw materials and consumables R R R FEF S 276,013 394,661
Work in progress S m 22,190 22,780
Finished goods S an 176,121 132,943
474,324 550,384

TRADE AND OTHER RECEIVABLES 13. BEREZRHEMKIEA

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

Included in the balance are trade receivables of approximately
HK$130,044,000 (31 December 2019: HK$115,432,000). The
aged analysis of trade receivables based on invoice date at the end
of the reporting period is as follows:

AEB-—RETESEFLZRIERTY
BTE60K °

BWE S REMKREBRBEEKERLD
130,044,000/ 7T (20194 12 A31H :
115,432,000/ 7T) » FEWBEF N &EE R
RBEARBREOITINT

30 June 31 December

2020 2019

20204 20194

6H30H 12A31H

HK$'000 HK$'000

FExT FBT

Not exceeding 30 days THB3E30K 118,973 103,929
31 to 60 days 31E260K 9,017 8,376
61 to 90 days 61£290K 1,152 2,748
91 to 120 days 91E 120K - 81
Over 120 days FRiE120K 902 298
Trade receivables B S EUGR 130,044 115,432
Prepayments TERTER 110,243 102,014
Deposits to suppliers OEEEER 24,130 18,983
Value-added tax receivable FE W (B IR 39,013 36,950
Other receivables H b U R 5,645 17,148
Total trade and other receivables JEWE N EMRIBEET 309,075 290,527
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14. TRADE AND OTHER PAYABLES

Trade and other payables principally comprise amounts outstanding
for trade purchases and ongoing costs. The average credit period
obtained for trade purchases is 7 to 45 days.

Included in trade and other payables are trade payables
of approximately HK$120,686,000 (31 December 2019:
HK$107,160,000). The aged analysis of trade payables based on
invoice date at the end of the reporting period is as follows:
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14. ERNESRAEMKIE

[ENESREMREFERIEESBEE
LEFEBERINAZANE BHHEEZ
FHRERHIATEASK -

ENESREMRBEBREREMNERY
120,686,000/ 7L (20194 12 A31H
107,160,000/ 7T) » FERBRFNEE R
RBEEAZERROTINT -

30 June 31 December

2020 2019

20205 20194

6H30H 12A31H

HK$'000 HK$'000

T FHET

Not exceeding 30 days THEE30K 57,410 62,624

31 to 60 days 31260k 27,250 16,807

61 to 90 days 61290k 6,688 3,692

Over 90 days 90K 29,338 24,037

Trade payables =) ANEN 120,686 107,160

Construction costs payables and accruals e TR TFERE A 116,137 137,338

Value-added tax accruals TEIR IS ETIE 11,310 16,136

Other payables HA R 90,005 103,872

Other accruals HEihIERE R 41,417 43,139

Total trade and other payables FERTE 5 M EAMRIAS G 379,555 407,645
Analysed for reporting purposes as: ERED AR -

Current liabilities wEEE 342,755 366,898

Non-current liabilities FREBEE 36,800 40,747

379,555 407,645

As at 30 June 2020, other payables included a non-current
deferred income, amounting to HK$25,325,000 (31 December
2019: HK$29,080,000) received from the PRC government for an
innovative technology project. The amounts will be utilised to the
relevant research and development expenses.
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15. SHARE CAPITAL 15. |7
Number of
ordinary shares Amount
ZEROEE X
HK$'000
FHTT
Ordinary shares of HK$0.10 each: BREE0. 10/ T 2 Eimk -
Authorised: VEE
At 1 January 2019, 30 June 2019, 20191 H1H ~ 20194
1 January 2020 and 30 June 2020 6H30H - 2020F1H1H
}20205F6 H30H 5,000,000,000 500,000
Issued and fully paid: BTN
At 1 January 2019, 30 June 2019, 201951 H1H ~ 20194
1 January 2020 and 30 June 2020 6A30H + 2020F 1 A1H
}2020%F6 A30H 825,000,000 82,500
16. CAPITAL COMMITMENTS 16. EAEIE
30 June 31 December
2020 2019
20204 20194
6A30H 12A31H
HK$000 HK$'000
FHET FHET
Acquisition of property, plant and equipment BEMERE KR 297,328 239,036
Acquisition of right-of-use assets BEFRAEESE 21,304 21,660
318,632 260,696
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17.

CONNECTED AND RELATED PARTY TRANSACTIONS

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

Interim Report 2020 P HA%R

17. BEXRS

AR - AEEEAEALCET
AL IRRIR IR IR £ AR AR VE SRR
ALVETERR S o AP HHREEZE
ATETHERZ ST :

Six months ended 30 June

HZ6A30H6fEA
Name of related 2020 2019
party Relationship Nature of transactions HK$'000 HK$'000
BER BB 2kES XEME FExT FAT
LMP Group A Group beneficially Electricity & steam fee paid 33,406 33,133
B XER owned and controlled ENEERERE
by family members of Rental expense paid 903 947
Mr. Lee Man Yan ENHESER
HEXREEREKE Sales of chemical products 56,951 45,695
BB kTS 2 T HELEIEM
Electricity & steam fee received 35,745 35,146
EEERERE
Rental income received 1,026 1,121
BiE S A
BRARBEE A joint venture Management fee paid 2,047 2,254
BRATR BEPE BENEREE
Interest received 309 236
2R
I EMETEEL ) An associate Steam fee received 3,098 1,981
BRAR Brea b s BERE

SHARE OPTION SCHEME

The Company's share option scheme (the “Scheme”) was adopted
pursuant to a resolution passed on 14 July 2017 for the purpose
of providing incentives to directors and eligible persons (the
"Participants”). The Scheme had a term of 10 years from the date
which the Board of Directors resolved to offer the options to the
Participants, i.e. 13 June 2017, and therefore it expired on 12
June 2026. On 14 July 2017, share options with a fair value of
HK$154,200,000 were granted and the provision of the Scheme
shall remain in full force and the holder of all options granted under
the Scheme prior to such termination shall be entitled to exercise
the outstanding options pursuant to the terms of the Scheme until
expiry of the said options.
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18. SHARE OPTION SCHEME (CONTINUED) 18. BBRETEI(E)

The purpose of the Scheme is to reward the Participants who has
contributed or will contribute to the Group and to encourage the
Participants to work towards enhancing the value of the Company
and its shares for the benefit of the Company and its shareholders
as a whole. The Scheme expressly provides that the Board of
Directors may, with respect to each grant of options, determine the
subscription price, the minimum period (if any) for which an option
must be held before it can be exercised, performance targets (if
any) and other conditions that apply to the options.

The options granted on 14 July 2017 will vest on 1 April 2022.
They will be exercisable by Mr. Lee Man Yan (“Mr. Lee") during the
period from 1 April 2022 to 31 March 2027 if the Group achieves
the following performance targets:

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

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

The exercise price of the options conditionally granted to Mr. Lee is
HK$3.72, which was determined at the Board meeting on 13 June
2017 by reference to the highest of (i) HK$0.1, being the par value
of a share in the Company, (ii) HK$3.72, being the closing price
of the shares as stated in the daily quotations sheets issued by the
Stock Exchange on the date of the above Board meeting approving
the exercise price and the grant, and (iii) the average closing price of
the shares in the Company as stated in the daily quotations sheets
issued by the Stock Exchange for the five trading days immediately
preceding the date of the above Board meeting approving the
exercise price and the grant.
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18. SHARE OPTION SCHEME (CONTINUED) 18. BREEI(E)
The following table discloses movements of the Company's share B ZE2020%6 A30R k201946 A30H
options during the periods ended 30 June 2020 and 30 June IFERREIA) - RRRIEBBAEZESH 25T ¢
2019:
Director Date of grant Exercise price  Exercisable period
= R EH TEEE  1TES
HK$
BT
Mr. Lee 14 July 2017 3.72 1 April 2022 — 31 March 2027
FhE 2017F7H14H 202294 A 1H - 202743 A31H
2020 2019
Weighted Weighted
average average
exercise  Number of exercise Number of
price share options price  shares options
N1 JnHEF 15
TEE  BEBREHE 1TEE  BARERE
‘000 ‘000
TR TR
Outstanding at the beginning of ~ HA¥l45 &%
the period HK$3.72 82,500 HK$3.72 82,500
Granted during the period HRR L - - - -
Exercised during the period HNTTHE - - - -
Lapsed during the period HAR R - - - -
Outstanding at the end of HR 44
the period HK$3.72 82,500 HK$3.72 82,500
Exercisable at the end of REAR AT F17(E
the period - - - -

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

R2017F7R14BFTIX LB EZ (HE
N B1E 154,200,000/ 7T JhEE A
—IEARA ([ D ETF - BAAE A
R ¢

Share options with

an exercisable period from

1 April 2022 - 31 March 2027
MBI E TR

202248180 - 202763A31H

Share price at date of grant R B HIRR(E
Exercise price 1T1EME

Expected volatility (per annum) TEERR IR (54 )
Expected life of share options RN ETE AR EF HR
Expected dividend yield TEEANR B K
Risk-free rate B A =

Fair value of share option i g /N D |

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

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

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

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

The Group recognises the total expense of HK$16,299,000 for
the period ended 30 June 2020 (period ended 30 June 2019:
HK$16,208,000) in relation to share options granted by the
Company.

19. REVIEW OF UNAUDITED INTERIM FINANCIAL
INFORMATION

The unaudited interim financial information for the six months
ended 30 June 2020 has been reviewed with no disagreement by
the Audit Committee of the Company.

INTERIM DIVIDEND

The Board has declared an interim dividend of HK7.5 cents per share
for the six months ended 30 June 2020 to shareholders whose names
appear on the Register of Members on 24 August 2020. It is expected
that the interim dividend will be paid around 3 September 2020.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed from 19 August
2020 to 24 August 2020, both days inclusive, during which period no
transfer of shares in the Company can be registered. In order to qualify
for the interim dividend, all transfers accompanied by the relevant share
certificates must be lodged with the Company’s Branch Share Registrars,
Tricor Secretaries Limited, at Level 54, Hopewell Centre, 183 Queen’s
Road East, Hong Kong, for registration no later than 4:30 p.m. on 18
August 2020.
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Management Discussion and Analysis

BEENWRE DM

BUSINESS REVIEW

For the six months ended 30 June 2020, the Group recorded a
revenue of approximately HK$1,382 million, decreased by 19.6% when
compared to the corresponding period last year; and a net profit of
approximately HK$156 million for the period, representing a decrease of
61.1% when compared to the corresponding period last year.

The Group's gross profit margin was 32.1%, decreased by 7.6 percentage
points when compared to the corresponding period last year and the
net profit margin was 11.3%, decreased by 12 percentage points when
compared to the corresponding period last year.

During the period under review, China has imposed a large-
scale lockdown in early 2020 in response to the novel coronavirus
("COVID-19") pandemic. The supply chain of manufacturing industry was
hard hit, which would take time for rectification. Countries around the
world are being affected by the pandemic one after another, resulting in
drastic slowdown and even contraction of the overall economy. Except
for the prices of certain chemical products for epidemic prevention and
sterilization had once increased, the overall market prices of chemical
products have slid to the low end in recent years after the production
was resumed in 2020, imposing tremendous pressure on the Group's
profitability.

PROSPECTS

As the pandemic situation remains volatile and the business environment
is still full of challenges, the unprecedented widespread influence has
created a new normal across different industries that is yet to be adapted
to and navigate within. The Group expects the restrictive measures
in Mainland China and some European countries to be gradually
lifted in the second half of 2020. The domestic chemical industry is
expected to bottom out soon, but the operating environment remains
extremely challenging. The Group will strive to preserve its competitive
edge over cost-effectiveness, and cautiously explore other sources of
business growth by handpicking investment opportunities. The Group
will also continue to enhance occupational safety measures and to
provide all-round training for its employees, so as to attain the ‘Grade-A
Safe Production Standardization Enterprise Certification’ and ensure
sustainable development under the conditions of safe production.

The infrastructure construction of the new factory in Gaolan Port, Zhuhai
is near completion. Commercial production of the Group's internally-
developed lithium battery electrolyte additives is expected to commence
by the end of 2020. Furthermore, the Group will still be dedicated to
undertaking research and commercialization of specialty polymers,
lithium battery chemicals and innovative surface treatment agents, as
well as furthering vertical expansion to widen the variety of downstream
products.
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In view of the further strengthening of industrial safety and environmental
protection requirements of the PRC government, the Group will be
committed to improving internal control standards, so as to achieve
sustainable development. Moreover, the Group will strive to promote
the concept of green manufacturing, and to manage with clean, efficient
and low-carbon development, in order to fulfill our social responsibility
through energy conservation and emission reduction, and deliver
sustainable and reasonable returns to shareholders.

RESULTS OF OPERATION

For the six months ended 30 June 2020, the Group's revenue and
net profit were approximately HK$1,382 million and HK$156 million
respectively, representing a decrease of 19.6% and a decrease of 61.1%
respectively, as compared to approximately HK$1,719 million and
HK$401 million respectively for the corresponding period in the last year.
The basic earnings per share was HK18.9 cents for the six months ended
30 June 2020 and HK48.6 cents for the last corresponding period in the
last year.

Revenue

For the six months ended 30 June 2020, the Group recorded a revenue
of approximately HK$1,382 million, representing a decrease of HK$337
million or 19.6% as compared to last corresponding period. The
decrease in revenue was mainly attributable to the drop in unit selling
price across most of primary products during the period under review. As
compared to last corresponding period, the average selling price per ton
of the Group's products methylene chloride and chloroform was about
RMB2,600 and RMB2,000, decreased by approximately 23% and 34%
respectively. The average selling price per ton of caustic soda was about
RMB660, decreased by approximately 25%. The average selling price
per ton of polytetrafluoroethylene was about RMB46,000, decreased by
approximately 13%, while the average selling price per ton of hydrogen
peroxide was about RMB900, decreased by approximately 8%.

The actual production output of the main products for the period
(including self-consumption) was approximately 160,000 tons for CMS
products, approximately 270,000 tons for 100% dry basis caustic soda,
approximately 4,600 tonnes for polytetrafluoroethylene, while for 27.5%
hydrogen peroxide was approximately 170,000 tons.

Selling and distribution expenses

Selling and distribution expenses incurred for the six months ended 30
June 2020 was approximately HK$91 million, representing a decrease
of approximately HK$16 million as compared to approximately HK$107
million for last corresponding period. The change was mainly a combined
effect of the reduction in transportation cost and additional packaging
costs for deliveries to customers for further market penetration. The
selling and distribution expenses represented about 6.6% of the total
revenue for the period, representing an increase as compared to 6.2% of
last corresponding period.
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General and administrative expenses

General and administrative expenses incurred for the six months ended
30 June 2020 was approximately HK$98 million, which increased by
approximately HK$14 million as compared to HK$84 million for the same
period last year. The increase in general and administrative expenses
during the period under review was mainly due to the salary increments
to general staff, the remuneration for overtime to employees for their
extra work during the epidemic situation, the costs for strengthening
of the maintenance and cleaning of the factories and offices and the
additions of office equipment and resulting depreciation. General and
administrative expenses represented approximately 7.1% of the total
revenue for the period, representing an increase as compared to 4.9% in
corresponding period last year.

Research and development cost

Research and development costs for the year ended 30 June 2020
were approximately HK$59 million, reduced by approximately HK$12
million as compared to approximately HK$7 1 million for the same period
last year. Despite the moderate decrease in research and development
cost in alignment with the decrease in revenue, during the period under
review, the Group continues to devote its resources in research and
development projects on new products and process advancements, to
maintain the sustainable development of the Group.

Finance costs

The net interest expenses incurred for the six months ended 30 June
2020 was approximately HK$32 million, reduced by approximately
HK$9 million as compared to approximately HK$41 million for last
corresponding period. The decrease was mainly because the Group's
floating-rate loans are benefited from falling market interest rates during
the period.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

As at 30 June 2020, the total shareholders’ equity of the Group was
approximately HK$3,841 million (31 December 2019: HK$3,851
million), current assets were approximately HK$1,432 million (31
December 2019: HK$1,538 million) and current liabilities approximately
HK$880 million (31 December 2019: HK$1,244 million). The current
ratio was 1.63 as at 30 June 2020 (31 December 2019: 1.24).
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The Group generally finances its operations with internally generated
cash flow and credit facilities provided by its principal bankers in Hong
Kong and the PRC. As at 30 June 2020, the Group had outstanding
bank borrowings of approximately HK$1,576 million (31 December
2019: HK$1,498 million). These bank loans were secured by corporate
guarantees provided by the Company and its certain subsidiaries. As
at 30 June 2020, the Group maintained bank balances and cash of
approximately HK$200 million (31 December 2019: HK$246 million).
The Group's net debt-to-equity ratio (total bank borrowings net of cash
and cash equivalents over shareholders’ equity) was 35.81% as at 30
June 2020 (31 December 2019: 32.529%).

The Group's liquidity position remains strong and the Group possesses
sufficient cash and available banking facilities to meet its commitments,
working capital requirements and future investments for expansion.

HUMAN RESOURCES

As at 30 June 2020, the Group had a workforce of around 2,100
people. Salaries of employees are maintained at competitive level and
are reviewed annually, with close reference to the relevant labour market
and economic situation. The Group also provides internal training to
staff and provides bonuses based upon staff performance and profits
of the Group. The Group has not experienced any significant problems
with its employees or disruption to its operations due to labour disputes
nor has it experienced any difficulty in the recruitment and retention
of experienced staff. The Group maintains a good relationship with its
employees.
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ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

At no time during the current period was the Company or any of its
subsidiaries, a party to any arrangements to enable the directors of the
Company to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.

DIRECTORS’ INTERESTS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 30 June 2020, the interests and short positions of the directors
and chief executives of the Company and their associates in the shares,
underlying shares and debentures of the Company or its associated
corporations (within the meaning of Part XV of the Securities and Futures
Ordinance (the "SFO")) which have been notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO,
or which were recorded in the register required to be kept pursuant to
Section 352 of the SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Companies (the “Model Code”) of the Listing Rules,
were as follows:

(a) Long positions in shares of the Company

Ordinary shares of HK$0.10 each of the Company

Number of issued
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Percentage of the
issued share capital

Name of director Capacity ordinary shares held of the Company

BT ERDRE BT

EEpnA =37 EEROHE RAF L

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

(b) Share options (b) fERE

Number of ordinary Percentage of the

shares subject to issued share capital

Name of director Capacity options granted of the Company

RHMEBRE HARAREET

EEpE 6 g REEBRER e N=

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

FXRELE EmBEAA

Other than disclosed above, as at 30 June 2020, none of the
directors or the chief executives, or any of their associates, had
any interests or short positions in any shares, underlying shares or
debentures of the Company or any of its associated corporations
which had to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO, or which were
required, pursuant to Section 352 of the SFO, to be entered in
the registered referred to therein or which were required, pursuant
to the Model Code, to be notified to the Company and the Stock
Exchange.
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SUBSTANTIAL SHAREHOLDERS

As at 30 June 2020, shareholders (other than directors and chief
executives of the Company) who had interests and short positions in the
shares and underlying shares of the Company which have been disclosed
to the Company under the provisions of Divisions 2 and 3 of Part XV of
the SFO, or which were recorded in the register required to be kept by
the Company under Section 336 of the SFO were as follows:

Long positions

Ordinary shares of HK$0.10 each of the Company

Number of issued
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Percentage of the
issued share capital

Name of shareholder Capacity ordinary shares held of the Company
e BT

RERMA 54 EERHE RAEF 7L

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

i =y fotE s

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

FERBEL BEHEBA

Other than disclosed above, as at 30 June 2020, the Company has not
been notified by any person (other than directors or chief executives of
the Company) who had an interests or short positions in the shares or
underlying shares of the Company which would fall to the disclosed to
the Company under the provisions of Division 2 and 3 of Part XV of the
SFO, or which were recorded in the register required to be kept by the
Company under Section 336 of the SFO.

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

Neither the Company nor any of its subsidiaries purchased, sold or

redeemed any of the Company's listed securities during the six months
ended 30 June 2020.
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MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as a code of conduct
regarding directors’ securities transactions. All the members of the Board
have confirmed, following specific enquiry by the Company that they
have complied with the required standard as set out in the Model Code
throughout the six months ended 30 June 2020.

COMPLIANCE WITH THE CODE ON CORPORATE GOVERNANCE
PRACTICES

In the opinion of the directors, the Company has complied with the
code provisions set out in the Corporate Governance Code (the “Code”)
contained in Appendix 14 to the Listing Rules throughout the six months
ended 30 June 2020.

AUDIT COMMITTEE

The Audit Committee of the Company comprised of three independent
non-executive directors namely, Mr. Wong Kai Tung, Tony, Mr. Wan Chi
Keung, Aaron BBS JP and Mr. Heng Victor Ja Wei.

The Audit Committee has reviewed with management the accounting
principles and practices adopted by the Group and discussed internal
control and financial reporting matters including the review of the Group’s
unaudited interim financial statements for the six months ended 30 June
2020.

REMUNERATION COMMITTEE

The Company established the Remuneration Committee with adopted
written terms of reference which deal clearly with its authority and duties.
The members of the remuneration committee comprises Mr. Wong Kai
Tung, Tony, Mr. Wan Chi Keung, Aaron BBS JP and Mr. Heng Victor Ja
Wei. All members of the remuneration committee are independent non-
executive directors.

NOMINATION COMMITTEE

The Company established the Nomination Committee with adopted
written terms of reference which deal clearly with its authority and duties.
The members of nomination committee comprises Ms. Wai Siu Kee
(Chairman), Mr. Wong Kai Tung, Tony, Mr. Wan Chi Keung, Aaron BBS JP,
and Mr. Heng Victor Ja Wei, of which three members are independent
non-executive directors.
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APPRECIATION

On behalf of the Board, | would like to extend our sincere gratitude to
the Company’s shareholders, customers and business partners for their
strong support throughout the period. In addition, | would also like to take
this opportunity to thank all our colleagues and staff for their persistent
efforts and contribution to the Group.

By Order of the Board
Wai Siu Kee

Chairman

Hong Kong, 4 August 2020
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LEE & MAN CHEMICAL COMPANY LIMITED
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