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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Chairman’s Statement
FEHRE

BUSINESS REVIEW

For the year ended 31 December 2020, the Group recorded total
revenue of HK$3,100 million, decreased by 10.8% when compared with
the corresponding period last year. Net profit was HK$503 million for the
year, representing a year-on-year decrease of 28.3%. The Group’s gross
profit margin was 36.5%, decreased by 3.4 percentage points when
compared with the last corresponding period. Its net profit margin was
16.2%, decreased by 4.0 percentage points when year-on-year.

During the year under review, China's manufacturing industry was
affected to various extents by the outbreak of COVID-19 in the first
half of 2020. The pandemic in China became stable afterwards and
various industries started to gain knowledge of the new normal, hence
the manufacturing industry supply chain gradually stabilized. However,
countries around the world continued to suffer from the impact of the
prolonged pandemic, resulting in drastic slowdown and even contraction
in overall economy. Demand for chemical products became stable in the
second half of 2020, but their prices were just maintained at low levels
in recent years, imposing pressure on the Group's profitability.

PROSPECTS

As the pandemic remains volatile, the business environment is still full
of challenges. The political and economic conditions have also created
uncertainties for future development. Although some countries have
developed COVID-19 vaccines and restrictive measures are expected to
relax, pointing to global economic recovery, the Group remains cautiously
optimistic about its operation prospects in 2021. The Group will continue
to consolidate its competitive edge over cost-effectiveness and improve
its profitability. It will also actively enhance occupational safety measures
and all-round training for its employees so as to ensure sustainable
development under the condition of safe production.

China's telecommunication industry has been introducing 5G network
services since 2019. The new normal under the pandemic has also
stimulated the application of 5G in general communication services
and in corporations. To maintain the speed and stability of 5G network
transmission, service providers have strong demand for quality wires
covered by highly effective specialty polymers, which are materials
necessary for the building of 5G cell-site stations. The Group will continue
expanding specialty polymer mix based on market development to meet
its customers’ unique demand.
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Countries around the world have been tightening the road emission
standard for vehicles, and this has created a continuous trend for the
development of electric cars and large electric commercial vehicles.
Hence, factors such as charging efficiency and range of car batteries
are important considerations. The new factory in Gaolan Port, Zhuhai
producing lithium battery electrolyte additives has commenced trial
production in early 2021 and is expected to contribute revenue to the
Group in 2021. The Group will continue diversifying lithium battery-
related product lines and it will also actively capture opportunities in
order to gain industry recognition, enlarge its market share and expand its
revenue sources in the future.

The Group will strive to promote the concept of green manufacturing
and achieve clean, efficient and low-carbon development management,
aiming to realize the long-term goal of obtaining the “Grade-A Safe
Production Standardization Enterprise Certification” and deliver
sustainable and promising returns to shareholders.

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 year. | would also like to take this
opportunity to thank all colleagues and staff for their persistent efforts
and contribution to the Group.

On behalf of the Board
Wai Siu Kee
Chairman

Hong Kong, 2 March 2021
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Management Discussion and Analysis

BEENmRE DM

RESULTS OF OPERATION

Revenue and net profit attributable to equity holders of the Group for
the year ended 31 December 2020 was HK$3,100 million and HK$503
million respectively, representing a decrease of 10.8% and a decrease
of 28.3%, as compared to HK$3,477 million and HK$701 million
respectively for the last year.

The basic earnings per share was HK60.9 cents for the year ended 31
December 2020 (2019: HK84.9 cents).

Revenue

During the year under review, the Group recorded a decrease of
approximately HK$377 million in revenue compared to the last year.

As compared to the last year, the average selling price per ton of caustic
soda was approximately RMB630, decreased by 26%; the average selling
price per ton of methylene chloride and chloroform was approximately
RMB2,700 and RMB2,100, decreased by 17% and 26% respectively;
the average selling price per ton of polytetrafluoroethylene was
approximately RMB44,000, decreased by 10%.

The actual production volume of our primary products for the year
(including self-consumption) was approximately 320,000 tons for CMS
products, 570,000 tons for 100% dry basis caustic soda, 9,000 tons for
polytetrafluoroethylene and 380,000 tons for hydrogen peroxide.

Despite the increase production volume of some of our primary products,
due to the effect of COVID-19 pandemic, the selling prices of overall
chemical products have slid to the low end after the production resumed
in 2020. Selling prices for certain primary products had fallen from the
first half of the year and stabilised by the third quarter in 2020. During
the year under review, gross profit margin of the Group decreased by 3.4
percentage points, from 39.9% of the last year to 36.5% of the current
year, and net profit margin decreased by 4.0 percentage points, from
20.2% of the last year to 16.2% of the current year. The Group will strive
to improve profit contributions by maintaining its stable and full-load
production and managing controllable productions costs through ongoing
technical and process optimization.

Selling and distribution costs

During the year under review, selling and distribution costs amounted
to approximately HK$201 million, decreased by approximately HK$14
million as compared to HK$215 million of the last year. The decrease
in expenses for the year was mainly a combined effect of the additional
needs for deliveries driven by the ever increasing sales volume and the
decrease in average transportation costs. The selling and distribution
costs represented approximately 6.5% of total revenue for the year and
was comparable to that of 6.2% of the last year.
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Administrative expenses

During the year under review, administrative expenses amounted to
approximately HK$223 million, increased by approximately HK$10 million
as compared to HK$213 million of the last year. The increase in expenses
for the year mainly attributable to the additional overheads driven
by the expansion of operation base in Guangdong and the increase
in depreciation charges. The administrative expenses represented
approximately 7.2% of total revenue for the year, as compared to 6.1%
for the last year.

Research and development cost

During the year under review, research and development costs amounted
to approximately HK$154 million and representing 5% of total revenue
for the year. During the year under review, continuous spending are
made to research and development of new products and optimization
of technical processes, maintaining a strong team of senior scientists and
chemical professionals, procurement of equipment and testing materials,
so as to maintain the sustainable development of the Group.

Finance costs

During the year under review, the interest expenses incurred was
approximately HK$56 million, decreased by approximately HK$22
million as compared to HK$78 million of the last year. The decrease in
expenses was mainly due to the overall market interest rates remains at
an extremely low level.

Net exchange gain

During the year under review, the net exchange gain was approximately
HK$42 million. The net exchange gain of the Group is mainly driven by
the appreciation of Renminbi in 2020.

INVENTORIES, DEBTORS’ AND CREDITORS’ TURNOVER

The inventory turnover of the Group for the year ended 31 December
2020 was 98 days, comparable to 98 days of the last year.

The Group's debtors’ turnover days was controlled at 30 days for the
year ended 31 December 2020 as compared to 25 days for the last
year, which is in line with the normal credit period of 7 days to 60 days
granted to customers of the Group.

The Group's creditors’ turnover days was 43 days for the year ended
31 December 2020 as compared to 38 days for the last year, which is
in line with the normal credit terms of 7 days to 45 days granted by the
suppliers to the Group.
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Management Discussion and Analysis

BEENmRE DM

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

The total shareholders’ equity of the Group as at 31 December 2020
was HK$4,444 million (31 December 2019: HK$3,851 million). As at 31
December 2020, the Group had current assets of HK$1,780 million (31
December 2019: HK$1,538 million) and current liabilities of HK$1,174
million (31 December 2019: HK$1,244 million). The current ratio was
1.52 as at 31 December 2020 as compared to 1.24 at 31 December
2019.

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 31 December 2020, the Group had outstanding
bank borrowings of HK$1,532 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 31 December
2020, the Group maintained aggregated bank balances and cash of
HK$423 million (31 December 2019: HK$246 million). The Group's net
debt-to-equity ratio (total borrowings net of aggregated bank balances
and cash over shareholders’ equity) as at 31 December 2020 was
24.97% (31 December 2019: 32.52%).

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

CAPITAL AND OTHER COMMITMENTS

As at 31 December 2020, the Group had capital expenditure contracted
for but not provided in the consolidated financial statements in respect
of the acquisition of property, plant and equipment and land use rights in
amount of approximately HK$311 million.

HUMAN RESOURCES

At 31 December 2020, the Group had a workforce of around 2,100
people. The Group maintains a good relationship with its employees, and
provides them with proper training and competitive compensation and
incentives. The staffs are remunerated based on their work performance,
professional experience and prevailing market situation. Remuneration
packages comprise salary and bonuses based on individual merits.

KEY RISKS AND UNCERTAINTIES

Apart from those stated in the Chairman’s Statement and Management
Discussion and Analysis sections, the Company is exposed to the
following key risks and uncertainties which are required to be disclosed
pursuant to the Companies Ordinance (Chapter 622 of the Laws of Hong
Kong).
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Risks Relating to Our Industry

Some of our raw materials and products fall within the category
of hazardous chemicals. Any leakage of such chemicals, due to
equipment malfunction or wrongful operations, may result in
personal injury. The Company regards safety as the top priority. To
minimize risks, regular maintenance of our production equipment
is conducted. Important equipment is inspected by “Special
Equipment Safety Supervision Inspection Institute”, to ensure
proper management of our equipment and devices. In addition,
the Company strictly executes safety management standardization.
The Company regularly conducts safety classes and shares safety
management experience to our production teams. Emergency drills
are organized twice a year to ensure that our staff members have
thorough knowledge in safe production and avoid the occurrence of
wrongful operations.

Credit Risks Relating to Customers

Exposure to bad debts attributable to customers usually intensifies
in a time of weak economic performance. To minimize credit
risks, the management of the Group has appointed dedicated staff
members to handle procedures for determining credit limits, credit
approval and other monitoring procedures, to ensure follow-up with
all receivables in a timely manner. In addition, the Group reviews
the collectability of receivables at the end of a reporting period, to
ensure that sufficient impairment losses are provided for in respect
of uncollectible amount.

Liquidity Risks

In managing liquidity risks, the Group monitors and maintains
bank balances and cash at a level which is considered by the
management as sufficient, to satisfy the needs arising from the
Group's operations and to mitigate the effect of fluctuations of cash
flow. The management closely monitors the use of borrowings to
ensure that relevant covenants relating to loans are complied with.

Currency Risks

Debts denominated in foreign currencies expose the Group to
foreign exchange risks. The Group closely manages and monitors
foreign exchange risks to ensure that appropriate measures are
taken in a timely manner. The Group will consider entering into
forward contracts in respect of foreign currencies to mitigate relevant
risks as and when appropriate. As of 31 December 2020, the
Group did not have any outstanding forward contracts in respect of
foreign currencies.

Interest Rate Risks

The Group's interest rate risks are primarily related to its bank
balances and bank borrowings carried at floating interest rates. The
management will closely monitor interest rate risks and consider
hedging material interest rate fluctuations when necessary.
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Corporate Governance Report

EEERARE

CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining high standards of corporate
governance. The Board of the Company believes that sound and
reasonable corporate governance practices are essential for the growth of
the Group and for safeguarding and maximising shareholders’ interests.
During the year, the Company has complied with The Corporate
Governance Code and Corporate Governance Report (the “Code”) as
set out in Appendix 14 of the Rules Governing the Listing of Securities
("Listing Rules”) on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). The Board is committed to complying with the code
provisions as stated in the Code to the extent that the directors of the
Company (“Directors”) consider it is applicable and practical to the
Company.

The objectives of the management structures within the Group, headed
by the Board and led by the Chairman, are to deliver sustainable value to
Shareholders.

The Chairman provides leadership to and oversees the effective
functioning of the Board. With support of the Chief Executive Officer and
the Company Secretary, the Chairman approves Board meeting agenda,
and ensures Directors have proper briefing, and timely receive adequate
and reliable information, on all Board matters.

The role of the Chairman is separate from that of the Chief Executive
Officer, and different persons hold the separate offices. The Chief
Executive Officer heads the management and focuses on the day-to-day
operations of the Group.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers ("“Model Code") as set out in Appendix 10
of the Listing Rules as a code of conduct regarding Directors’ securities
transactions in 2005. 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
year ended 31 December 2020. The Model Code also applies to other
specified senior management of the Group.

10

ARBHORFERREZLEER - ARF]
ExefE UAKEERLRHRERES
BRERME  TERAENERXERER
BENAHR - ARARFRA—BEETEE
BMERXZAAERAB(BRAES ETR
AI([ EREN DS 14Pm8 2 BB IASTR
REFERRSE([TRI)) - EFR/AE - H
ARRER((EF])RB/EBRRARR KXY
BEAfTHRIEE T - &7 T RIFTE R T RIMRX
e

AEEBNEERBUIRFRAENEZTER
B HERERHETE SBRAIEEE -

ITRAEFEVEESESe  FHSEUBX
BEDE c HERWTERARMENR
T IFRMEEFTEERIRE  URRESF
BrRTreEdm®s ARER—EFHEESS
MEEENGTRAFENER

TREHFNTENRSAREE D - BSH
TRAALEEZ AFRTEREREEE
B ZFFREAKEMNAEEE -

EXCESFRS

A EE 2005 F 4 £ 8 RIS &2 10 AT
B LB ITAESETERR 5 MIZEST
B([ZEFR I EASRHETESR D 21T
BTR] c ARBEAMBESELABEN
% RRESHHERNEZE2020612A318
IFFE A ETIZESTAFTE 2 e PR -
ZETRIEARAEB BT RERE -



BOARD OF DIRECTORS
Composition and role
The Board comprises:
Executive Directors

Ms. Wai Siu Kee (Chairman)

Mr. Lee Man Yan (Chief Executive Officer)
Professor Chan Albert Sun Chi

Mr. Yang Zuo Ning

Independent non-executive Directors

Mr. Wong Kai Tung, Tony
Mr. Wan Chi Keung, Aaron 88S Jp
Mr. Heng Victor Ja Wei

The Board comprises four executive Directors (one of whom is the
Chairman and one of whom is the Chief Executive Officer) and three
independent non-executive Directors. The three independent non-
executive Directors represent more than one-third of the Board. In
addition, three of the independent non-executive Directors possess
appropriate legal, professional accounting qualifications and financial
management expertise.

The principal focus of the Board is on the overall strategic development
of the Group. The Board also monitors the financial performance and the
internal controls of the Group’s business operations.

The independent non-executive Directors also serve the important
function of ensuring and monitoring the basis for an effective corporate
governance framework. The Board considers that each independent non-
executive Director is independent in character and judgment and that
they all meet the specific independence criteria as required by the Listing
Rules. The Company has received from each independent non-executive
Director an annual confirmation or confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The independent non-
executive Directors are explicitly identified in all of the Company's
corporate communications.
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The Chairman is primarily responsible for drawing up and approving the
agenda for each board meeting in consultation with all Directors. Notice
of at least 14 days have been given to all Directors for all regular board
meetings and the Directors can include matters for discussion in the
agenda if necessary. Agenda and accompanying board papers in respect
of regular board meetings are sent out in full to all Directors within
reasonable time before the meeting. Draft minutes of all board meetings
are circulated to Directors for comment within a reasonable time prior to
confirmation.

Minutes of board meetings and meetings of board committees are kept
by duly appointed secretaries of the respective meetings and all Directors
have access to board papers and related materials, and are provided with
adequate information in a timely manner, which enable the Board to
make an informed decision on matters placed before it.

During the year, 8 full board meetings were held. All Directors attended
the annual general meeting of the Company held on 24 April 2020
("2020 AGM"). The individual attendance of each Director is set out
below:
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Number of board Attendance at

meetings attended 2020 AGM

HE20205F

Name of Director Esps HESBRE REBFRE
Ms. Wai Siu Kee wlmit 8 v
Mr. Lee Man Yan FXREE 8 v
Professor Chan Albert Sun Chi PR E 2RI 8 v
Mr. Yang Zuo Ning BIFERE 7 v
Mr. Wong Kai Tung, Tony TRURESE 8 v
Mr. Wan Chi Keung, Aaron BBS FER I s Tt 8 v
Mr. Heng Victor Ja Wei MR M- 8 v

Each newly appointed Director receives comprehensive, formal and
tailored induction on his appointment, so as to ensure that he has
appropriate understanding of the business and operations of the Group
and that he is fully aware of his responsibilities and obligations under
the Listing Rules and relevant regulatory requirements. There are also
arrangements in place for providing continuing briefing and professional
development to Directors at the Company's expenses whenever
necessary.

The Company provides regular updates and presentations on changes
and developments relating to the Group’s business and the legislative
and regulatory environments to the Directors at Board meetings or
through emails.
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The Directors are committed to complying with Code Provision A.6.5
of the Code on directors’ training. All Directors have participated in
continuous professional development to develop and refresh their
knowledge and skills and provided a record of training they received for
the year ended 31 December 2020 to the Company. The type of training
received is summarized below:
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Reading Attending external

regulatory seminars/

updates programmes

RMEEERTE SHINHE

Name of Director EEMNR BEHER ERFHEED

Executive Directors HITES

Ms. Wai Siu Kee @lmut v v

Mr. Lee Man Yan FNREE v v

Professor Chan Albert Sun Chi BRI v 4

Mr. Yang Zuo Ning BIEERE v v
Independent non-executive Directors B FEHTES

Mr. Wong Kai Tung, Tony TRORESE v v

Mr. Wan Chi Keung, Aaron 8BS Jp FER I s Tt v v

Mr. Heng Victor Ja Wai TRHE T L v v

All Independent non-executive Directors entered into service contracts
with the Company, for a term of approximately one year, commencing
upon conclusion of the AGM of the year of signing and ending at the
next annual general meeting of the Company but, in any event, no later
than 30 June to the following year of signing.

AUDIT COMMITTEE
Members of the Audit Committee include:

Mr. Heng Victor Ja Wei (Chairman)
Mr. Wong Kai Tung, Tony
Mr. Wan Chi Keung, Aaron 88s Jp

The Board considers that each Audit Committee member has broad
commercial experience and there is a suitable mix of expertise in
accounting, business and legal on the Audit Committee. The composition
and members of the Audit Committee complies with the requirements
under Rule 3.21 of the Listing Rules. The written terms of reference
which describe the authority and duties of the Audit Committee were
adopted in March 2012 to conform to the provisions of the Code,
and revised in January 2019 to reflect the relevant amendments of
the Corporate Governance Code. A copy of which is posted on the
Company's website.
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The Audit Committee meets regularly to review the Group's financial
reporting and other information to shareholders, the system of internal
controls, risk management and the effectiveness and objectiveness of
the audit process. The Audit Committee also provides an important
link between the Board and the Company's auditors in matters coming
within the scope of its terms of reference and keeps under review the
independence and objectivity of the auditors.

The Audit Committee has reviewed with the management the accounting
principles and practices adopted by the Group and discussed internal
controls and financial reporting matters including a review of the financial
statements for the year ended 31 December 2020.

During the year, 3 Audit Committee meetings were held and the
individual attendance of each member is set out below:
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Number of attendance

Name of Director EEpE HEEBIRE
Mr. Heng Victor Ja Wei TR 3
Mr. Wong Kai Tung, Tony TRURESE 3
Mr. Wan Chi Keung, Aaron 8BS P F AR s Fart 3

REMUNERATION COMMITTEE
Members of the Remuneration Committee include:

Mr. Heng Victor Ja Wei (Chairman)
Mr. Wong Kai Tung, Tony
Mr. Wan Chi Keung, Aaron 88S Jp

All members of the Remuneration Committee are independent
non-executive Directors. The Remuneration Committee makes
recommendations to the Board on the Group's overall policy and
structure for the remuneration of Directors and senior management.
The Remuneration Committee ensures that no Director or any of his
associate is involved in deciding his own remuneration. The terms of
reference of the Remuneration Committee were adopted in March 2012
to conform to the provisions of the Code, a copy of which is posted on
the Company's website.

In determining the emolument payable to Directors, the Remuneration
Committee takes into consideration factors such as salaries paid by
comparable companies, time commitment and responsibilities of the
Directors, employment conditions elsewhere in the Group and the
desirability of performance-based remuneration.

The Remuneration Committee has met during the year to determine
the policy for the remuneration of Directors and assess performance of
executive Directors and certain senior management and all members
have attended in the meeting.
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NOMINATION COMMITTEE
Members of the Nomination Committee include:

Ms. Wai Siu Kee (Chairman)
Mr. Heng Victor Ja Wei

Mr. Wong Kai Tung, Tony

Mr. Wan Chi Keung, Aaron 88s Jp

The majority members are independent non-executive Directors. The
principal duties of the Nomination Committee include reviewing the
Board composition, developing and formulating relevant procedures for
nomination and appointment of Directors, making recommendations to
the Board on the appointment and succession planning of Directors, and
assessing the independence of the independent non-executive Directors.
The terms of reference of the Nomination Committee were adopted
in March 2012 to conform to the provisions of the Code, and revised
in August 2013 and January 2019 to reflect the relevant amendments
of the Corporate Governance Code. A copy of which is posted on the
Company's website.

The Nomination Committee reviewed the structure, size and composition
of the Board to ensure that it has a balance of expertise, skills and
experience appropriate for the requirements of the business of the
Company. One Nomination Committee meeting was held during the year
and all members have attended in the meeting.

Nomination Policy
Objectives

The key objectives of the Nomination Policy (the “Nomination Policy”)
shall inter-alia include the following:

«  to set out the criteria and process for the nomination and
appointment of Directors of the Company;

«  to ensure that the Board has a balance of skills, experience and
diversity of perspectives appropriate to the requirements of the

Company's business; and

«  to ensure the Board's continuity and appropriate leadership at the
Board level.
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Appointment and Re-appointment of Director

Nomination Committee shall identify and ascertain the integrity,
qualification, expertise and experience of the candidate who is considered
for being appointed/re-appointed as Director and apply due diligence in
compliance with all applicable provisions of the laws of the Cayman Islands
and the Listing Rules including any amendments thereto from time to
time. Also, the Nomination Committee shall consider recommendations
for candidates to the Board from shareholders of the Company.

The Nomination Committee shall obtain all applicable declarations and
undertaking as provided under the laws of the Cayman Islands and
the Listing Rules. In case of independent non-executive Directors, the
Nomination Committee shall ensure that the independent non-executive
Directors meet the criteria of independence as laid down in the Listing
Rules.

While recommending any potential new Board member(s)/
re-appointment of existing member(s) to the Board, the Nomination
Committee shall consider the following:

«  candidate’s character, integrity, qualifications including professional
qualifications, skills, knowledge and experience and diversity
criteria under the Board Diversity Policy of the Company which are
relevant to the Company's business and corporate strategy, other
commitments and the like;

« any measurable objectives adopted for achieving diversity on the
Board;

«  requirement for the Board to have independent Directors in
accordance with the Main Board Listing Rules and whether the
candidate would be considered independent with reference to the
independence guidelines set out in the Listing Rules;

«  the potential contributions the candidate can bring to the Board in
terms of qualifications, skills, experience, independence, gender
diversity and diversity of perspectives;

«  willingness and ability to devote sufficient time to discharge duties as
a member of the Board and/or Board committee(s);

«  such other criteria which are appropriate to the Company's business
and corporate strategy and the Board’s succession plan and,
where applicable, which may be adopted and/or amended by the
Board and/or the Nomination Committee from time to time for
nomination of Directors and succession planning;

« any other factors as the Nomination Committee may deem fit to

consider in the best interests of the Company and shareholders of
the Company.
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Once the Nomination Committee determines that an additional or
replacement Director is required, the Nomination Committee may
take such measures that it considers appropriate in connection with its
evaluation of a candidate, including inquiry of the person or persons
making the recommendation or nomination, engagement of an
outside search firm to gather additional information, or reliance on the
knowledge of the members of the Nomination Committee, the Board or
management.

The Nomination Committee may retain the services of other professional
third parties to assist in identifying and evaluating potential candidates.

The Nomination Committee and the Board shall ensure that the
composition of the Board is in conformity with the laws of the Cayman
Islands, the Listing Rules and all other applicable laws and regulations.

In accordance with the Articles of Association and applicable laws and
regulations, Mr. Yang Zuo Ning and Mr. Wan Chi Keung, Aaron, shall retire
by rotation and being eligible, offer themselves for re-election at the next
forthcoming annual general meeting.

The Nomination Committee recommended the re-appointment of the
Directors standing for re-election at the forthcoming annual general
meeting of the Company.

BOARD DIVERSITY

The Company has devised a policy on Board diversity to ensure adequate
diversity in its Board, with effect from 1 January 2019.

Vision

The Company believes diversity is important to enhance the Board's
effectiveness by encouraging a diversity of perspectives and to maintain
high standards of corporate governance. The Company will continue to
monitor and develop new objectives for implementing and achieving
improved diversity on the Board as and when it considers appropriate
with regard to the specific needs of the Company and the market from
time to time.

Policy Statement
The Company recognizes and embraces the benefits of having a diverse

Board and sees increasing diversity at the Board level as an essential
element in maintaining the Company’s competitive advantage.
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Measurable Objectives

Selection of candidates will be based on a range of diversity perspectives,
which will include but not limited to gender, age, cultural and educational
background, professional experience, skills, knowledge and the like. The
ultimate decision will be based on overall contribution that the selected
candidates will bring to the Board and the Company.

Review of the Policy

The Nomination Committee will monitor the implementation of the
Policy and will from time to time review the Policy, as appropriate, to
ensure the effectiveness of the Policy. The Nomination Committee will
discuss any revisions that may be required, and recommend any such
revisions to the Board for consideration and approval.

During the year, the Company continued to monitor the board
composition with regard to its diversity policy which requires board
appointments to be made based on merit and candidates to be
considered against an objective criteria, including diversity. In order to
maintain an appropriate mix and balance of talent, skills, experience
and background on the Board, the Nomination Committee developed
measurable objectives to implement this policy and monitored progress
towards achieving these objectives during the year ended 31 December
2020.

The current board composition was also evaluated by reference to,
among other things, the age, gender, cultural and educational background
and professional experience of each director, against the Company's
business model and specific needs.

EXTERNAL AUDITOR
For the year ended 31 December 2020, the fee payable to the

Company's external auditor in respect of audit and non-audit services
provided to the Company and its subsidiaries is set out below:
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RISK MANAGEMENT AND INTERNAL CONTROL

The Group's risk management and internal control systems provide a
clear governance structure, policies and procedures, as well as reporting
mechanism to facilitate the Group to manage it risks across business
operations effectively.

The Group has established a risk management framework, which consists
of the Board of Directors, the Audit Committee and the Risk Management
Taskforce (i.e. Senior Management). The Board of Directors determines
the nature and extent of risks that shall be taken in achieving the Group's
strategic objectives, and has the overall responsibility for monitoring the
design, implementation and the overall effectiveness of risk management
and internal control systems.

The Group has formulated and adopted Risk Management Policy in
providing direction in identifying, evaluating and managing significant
risks. At least on an annual basis, the Risk Management Taskforce
identifies risks that would adversely affect the achievement of the Group's
objectives, and assesses and prioritises the identified risks according to
a set of standard criteria. Risk mitigation plans and risk owners are then
established and assigned for those risks considered to be significant.

In addition, the Group has engaged an independent professional
advisor to provide internal audit services, which assist the Board and the
Audit Committee in ongoing monitoring of the risk management and
internal control systems of the Group. Deficiencies in the design and
implementation of internal controls are identified and recommendations
are proposed for improvement. Significant internal control deficiencies
are reported to the Audit Committee and the Board on a timely basis to
ensure prompt remediation actions are taken.

Risk management report and internal control report are submitted to
the Audit Committee and the Board of Directors at least once a year.
The Board had performed annual review on the effectiveness of the
Group's risk management and internal control systems, including but not
limited to the Group's ability to cope with its business transformation and
changing external environment; the scope and quality of management's
review on risk management and internal control systems; result of
internal audit work; the extent and frequency of communication with the
Board in relation to result of risk and internal control review; significant
failures or weaknesses identified and their related implications; and status
of compliance with the Listing Rules. The Board considers the Group's
risk management and internal control systems are effective.

The risk management and internal control systems are designed to
manage rather than eliminate the risk of failure to achieve business
objectives, and can only provide reasonable and not absolute assurance
against material misstatement or loss.
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PROCEDURES AND INTERNAL CONTROLS FOR THE HANDLING
AND DISSEMINATION OF INSIDE INFORMATION

The Group complies with requirements of Securities & Futures Ordinance
("SFO") and the Listing Rules. The Group discloses inside information
to the public as soon as reasonably practicable unless the information
falls within any of the Safe Harbours as provided in the SFO. Before
the information is fully disclosed to the public, the Group ensures
the information is kept strictly confidential. If the Group believes that
the necessary degree of confidentiality cannot be maintained or that
confidentiality may have been breached, the Group would immediately
disclose the information to the public. The Group is committed to ensure
that information contained in announcements are not false or misleading
as to a material fact, or false or misleading through the omission of a
material fact in view of presenting information in a clear and balanced
way, which requires equal disclosure of both positive and negative facts.

DIRECTORS’ RESPONSIBILITY STATEMENT

The directors are responsible for the preparation of accounts for each
financial period which give a true and fair view of the state of affairs of the
Group and of the results and cash flows for that period. In preparing the
financial statements for the year ended 31 December 2020, the directors
have selected suitable accounting policies and applied them consistently
adopted appropriate Hong Kong Financial Reporting Standards and Hong
Kong Accounting Standards made adjustments and estimates that are
prudent and reasonable and have prepared the accounts on the going
concern basis. The directors are also responsible for keeping proper
accounting records which disclose with reasonable accuracy at any time
the financial position of the Group.

SHAREHOLDERS’ RIGHTS

The Company has only one class of shares. All shares have the same
voting rights and are entitled to the dividend declared. The rights of the
shareholders of the Company (“Shareholders”) are set out in Company’s
Articles or Association.

Shareholders can: (i) convene an extraordinary general meeting (ii)
forward enquiries to the board of directors (iii) forward proposals at
shareholders’ meetings and (iv) nominate Directors for election. Details
of relevant procedures are available on the Company's website.
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INVESTOR RELATIONS AND COMMUNICATION

The Board is committed to providing clear and full information about the
Group's performance to shareholders through the publication of interim
results and annual results in a timely manner. In addition to dispatching
circulars, notices and financial reports to shareholders, additional
information is also available to shareholders on the website of the
Company.

The annual general meeting provides a useful platform for shareholders
to raise comments and exchange views with the Board. Shareholders are
encouraged to attend annual general meetings for which the Company
gives at least 21 days' notice. The Chairman and Directors and external
auditors are available to answer questions on the Company's businesses
at the meeting.

Separate resolutions are proposed at the general meetings on each
substantially separate issue, including the election of individual
directors. In addition, poll voting procedure is included in the circular to
shareholders dispatched together with the annual report.

Dividend Policy

The Board considers sustainable returns to shareholders to be one
of the main objectives of the Company. Stable dividend payment to
shareholders is the primary objective of the Company.

Under the applicable laws of the Cayman Islands and the Articles of
Association of the Company, all of the shareholders have equal rights to
dividends and distributions. The Board determines the interim dividend
and recommends the final dividend which requires the approval of
shareholders. In addition to cash, dividends may be distributed in the
form of shares. Any distribution of shares also requires the approval of
shareholders.
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Retained surplus can be used to achieve growth in corporate value. The
Board has been making effective use of retained surplus to strengthen
the operating base and the development of businesses. According to the
dividend policy adopted by the Company on 1 January 2019, the Board
takes into account the following factors when considering the declaration/
recommendation of dividends:

« financial results;

. cash flow situation;

«  availability of distributable profits;

«  business conditions and strategies;

«  future operations and earnings;

«  development plans;

«  cash requirements;

«  capital requirements and expenditure plans;

. interests of shareholders as a whole;

«  any restrictions on declaration and/or payment of dividends; and

« any other factors the Board may deem relevant.

In practice, the Company will not declare/recommend any dividend(s)
where:

«  there are reasonable grounds for believing that the Company is or
would be, after a dividend payment, unable to pay its liabilities or
discharge its obligations as and when they become due;

«  pursuant to dividend decision date, the Company is insolvent or
bankrupt or where, as a result of paying dividends, the Company
would be rendered insolvent or bankrupt; or

«  thereis any other case set forth by any law.

CONSTITUTIONAL DOCUMENTS

There was no significant change in the Company's constitutional
documents for the year ended 31 December 2020.
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Environmental, Social and Governance Report
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STATEMENT OF THE BOARD OF DIRECTORS

We are pleased to announce the 2020 Environmental, Social and
Governance Report (hereinafter referred to as the “Report”) of Lee & Man
Chemical Company Limited, which has been prepared in accordance with
the requirements of Appendix 27 Environmental, Social and Governance
Reporting Guide to the Main Board Listing Rules of the Hong Kong Stock
Exchange, showcasing the performance, results and the future course of
the sustainable development of the Group.

The Group has always been committed to promoting sustainable
development through communication with stakeholders and materiality
assessment conducted to identify environmental, social and governance
("ESG") topics that are important to the Group. The Board of Directors
(“the Board") is fully aware of the importance of controlling and
managing ESG-related risks. The strategy and policy direction of the
Group in relation to its ESG areas are reviewed continuously, and the
Management will work actively to implement the relevant policies to
ensure the effectiveness of the risk management, compliance, and
corresponding internal control system within the aspects of ESG.

In 2020, the Group formulated respectively clear and quantifiable
sustainable development goals for both environmental protection and
occupational safety, which indicates that we have effectively reviewed the
current policy and facilitated the sustainable development of the Group.
We have established clear pollutant discharge standards, which include
strict compliance with laws and regulations and normative documents,
such as the Law of the People’s Republic of China on Environmental
Protection, the Law of the People’s Republic of China on the Prevention
and Control of Water Pollution, the Law of the People’s Republic of
China on the Prevention and Control of Atmospheric Pollution, the Law
of the People’s Republic of China on the Prevention and Control of Solid
Waste Pollution and the Law of the People’s Republic of China on the
Prevention and Control of Soil Pollution. During the year, the Group has
not found any violation of laws or regulations related to environmental
protection.

“Safety first” has always been a principle advocated by the Group. We
have adopted standardized work procedures for safe production, aiming
to prevent any major accidents. During the year, Jiangsu Lee & Man
Chemical Limited (hereinafter referred to as the “Jiangsu L&M Chemical”)
passed the certification procedures to be recognized as a “Grade-A Safe
Production Enterprise with Standardized Work Procedures”. Moreover,
the Group has always strived to innovate and make progress during the
year. With the implementation of the standardized management system,
we always strictly control and continuously improve the quality of our
products.

During the outbreak of COVID-19 at the beginning of this year, the
Group manufactured and donated disinfectants and other anti-epidemic
materials to surrounding communities to protect people’s health and
support the resumption of production, so as to make some contribution
to the society as a chemical company.
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We are grateful to our employees, partners, and various stakeholders
for their participation, cooperation and support in achieving sustainable
development. The ESG during the fiscal year of 2020 has been effective
and fruitful, a result of tremendous support and contribution from each
and every one. We look forward to moving ahead together with everyone
again in the coming year.

ESG MANAGEMENT FRAMEWORK

Due to the higher risks of environmental pollution and work safety in
the chemical industry, occupational safety, exhaust gas and sewage
emissions, and operational waste have been the ESG topics to which the
Group pays the greatest attention. Therefore, a safety and environmental
protection department (hereinafter referred to as the "SEPD") with
qualified professionals familiar with relevant environmental protection
laws has been set up by the Group to manage compliance and
monitoring affairs.

To address various challenges in sustainable development, the Board
spearheaded and led the formulation of the sustainable development
governance guidelines and policies for the Group. The development plan
of the Group is under the Board's regular supervision; they are issued
to relevant departments for implementation by the SEPD and relevant
business departments. The Jiangsu and Jiangxi factories will set annual
environmental protection targets and emission assessment indicators
based on the sustainable development governance guidelines established
by the Board and their actual production situation. These policies are sent
by the directors to every department with reviews conducted regularly to
follow up on the progress of goal attainment.

The risk management team set up by the Group will monitor the
risks, including ESG-related risks, which affect the Group on a yearly
basis. Based on the result of the risk assessment, the Group will plan
internal audit work for the risk issues and evaluate the performance and
deficiencies of the relevant internal control processes. Risk management
reports and internal audit reports are submitted to the audit committee
and the Board.

Further to the top-down governance work, the Group also promotes
the bottom-up cooperation concept of “cooperative governance” in a
proactive manner. The senior management members of the General
Manager's office, the SEPD, and the internal audit department will
conduct featured work dispatch meetings every week. Each department
reports and discusses the production, follow up on the production
status, and the risk trends each week. The result of the meetings is
emailed to the representatives of the Board to keep them updated of the
relevant information. Base on the discussion, each department needs to
formulate relevant policies and implementation measures and review the
effectiveness of rectification and maintenance work regularly, to ensure
the effective implementation of the improvement measures.
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Furthermore, the SEPD and the representatives of the Board hold
quarterly meetings, where the SEPD reports the environmental protection
and occupational safety issues and challenges faced by the Group,
reviews the implementation of measures, and intensifies the cooperation
among various departments in driving the sustainable development of
the Group. The meetings keep the Board abreast of the Group's latest
performance and progress on goal attainment within the aspects of ESG,
and in turn, the Board sets the future direction of ESG development
and makes continuous improvements to the Group's sustainability
performance.

REPORTING SCOPE

This report covers the environmental and social performance of the
Group during the period from 1 January 2020 to 31 December 2020
(hereinafter referred to as the “Reporting Period”). This report covers the
major operations of the Group in relation to the production of chemicals
in China, including Jiangsu L&MW Chemical and Jiangxi Lee & Man
Chemical Limited (hereinafter referred to as “Jiangxi L&M Chemical”).
Because the new plant in Zhuhai has not commenced production, the
relevant key performance indicators and data will not be disclosed in this
report.

In defining the reporting scope, the Group has taken into consideration
factors such as the risks of facilities in relation to ESG issues, the Group's
investment of resources to control the ESG risks of facilities and the
materiality of facilities on the Group'’s businesses. The reporting scope is
defined by the Management and has been submitted to the Board for
review.

REPORTING PRINCIPLES

This report was prepared following the four principles suggested in
the Environmental, Social and Governance Reporting Guide, namely,
“Quantitative”, “Consistency”, "Materiality” and “Balance”.
“Quantitative”. with reference to industry practices, guidelines of the
Stock Exchange or relevant government authority as well as laws and
regulations, the Group formulates internal guidelines and procedures,
collects environmental performance data from various business
departments, keeps record of relevant monitoring instruments or
supporting documents, and submits them to the Board for review upon
verification by the Management. Please refer to the relevant sections in
the Report for the criteria, methodologies and assumptions (if applicable)
for the calculation of performance data.
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“Consistency”: the disclosure and statistical methods adopted by
this Report are consistent with those adopted last year in that data are
summarized and converted in the same manner. Relevant historical
data have been disclosed in the report, allowing stakeholders to better
understand and benchmark the sustainability development of the Group.

“Materiality”: when defining material ESG topics related to the Group's
business and stakeholders, we communicate internally with Group
members and externally with stakeholders to understand everyone's
expectations and recommendations. This includes stakeholders who
are impacted or have a material impact on our operations, such as
the Management, trade union representatives, employees, customers,
suppliers, local government bodies and relevant local organizations.

To identify and update material ESG risks and opportunities faced by
Lee & Man Chemical, we carry out a materiality assessment of ESG
topics every year. Environmental and social ESG topics are identified
based on the day-to-day operations of the Group, social trends, and
industrial landscape, upon discussions with stakeholders. To understand
out stakeholders’ level of concern towards each issue, the SEPD and
the General Manager's office will work together to distribute an ESG
Assessment Form to major stakeholders for them to rank the importance
of relevant issues. Subsequently, we will create a materiality matrix
based on the summarized survey results to prioritize the issues. With
reference to issues deemed material by industry peers, we seek to better
understand our business performance and prospect through discussions
with the Management. We will then classify ESG issues based on their
materiality and submit the matrix chart to the Board for review. With the
materiality assessment, we expect to develop a long-term development
plan that incorporates the suggestions of our stakeholders, so that we can
establish a long-term, mutually beneficial business relationship.

In the matrix chart, the X and Y axes represent the materiality of ESG issues
to the Group's business and stakeholders, respectively. Issues with the
highest materiality are shown on the top-right corner of the matrix chart.
Conversely, issues with lower materiality are shown on the bottom-left
comner of the chart. In this Report, key issues will be disclosed in detail
in accordance with the “materiality” principle stipulated under the ESG
Reporting Guide of the Hong Kong Stock Exchange.

Relatively material issues this year include compliance with laws and
regulations, exhaust gas and sewage emissions, occupational health
and safety, product quality, anti-corruption, operational waste, after-sales
services and handling of complaints, employee training, and privacy
protection.
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The Group's production, factory operation and sales are located in the
PRC and therefore governed by the following laws and regulations:

Laws and Regulations

EEER

AEBHEE - TREENHERBKUNP
BEA - Bt - BRIOARERERBRE
BT :

Environmental IRIE
Remuneration and ZBHEF] - 5
benefits & Equal ~ #& MR
opportunity and

anti-discrimination

Occupational BEEmELs
health and safety

Law of the People’s Republic of China
on Environmental Protection

Law of the People’s Republic of China
on the Prevention and Control of
Water Pollution

Law of the People’s Republic of China
on the Prevention and Control of
Atmospheric Pollution

Law of the People’s Republic of China
on the Prevention and Control of Solid
Waste Pollution

Law of the People’s Republic of China
on the Prevention and Control of Soil
Pollution

Emission Standards of Air Pollutants
for Thermal Power Plants

The “13th Five-Year Plan” for
Greenhouse Gas Emission Control
Regulations on the Administration of
Ozone Depleting Substances
Environmental Noise Emission
Standard for Industrial Enterprises and
Factories

Emission Standards for Volatile
Organic Compounds in the Chemical
Industry

Emission Standards for Volatile
Organic Compounds Part II: Organic
Chemical Industry

Emission Standards for Pollutants
from the Petrochemical Industry

Labor Law of the People’s Republic of
China

Labor Contract Law of the People’s
Republic of China

Work Safety Law of the People’s
Republic of China

Law of the People’s Republic of China
on the Prevention and Control of
Occupational Diseases

Regulations on Work Safety Permits of
the People’s Republic of China
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Laws and Regulations

ERER

Child and
forced labor

Product quality &
Reasonable sales
and promotion

Anti-corruption

BETMRHBT

EREEM
LB ERERE

k&S

Provisions on the Prohibition of Using * (ZEIHEREZETHE)

Child Labor

Labor Law of the People’s Republic of « (% A RFLMEI 4 EDE)
China

Standardization Law of the People’'s  « (FZE AR FEFNBEIZAE/ %)
Republic of China

Company Law of the People’s « (REARKMBRENE)
Republic of China
Food Safety Law of the People’s c (REARKMERMHELEE)

Republic of China
Regulations of the People's Republic = (FEARLME T EEREEREERE

of China on the Administration of 1)

Production License for Industrial

Products

Advertising Law of the People's  (PEARHAMBESE)

Republic of China

Anti-unfair Competition Law of the ~ + (PEARKEFMBERFEEHRFE)
People’s Republic of China

Notice of the Supreme People’s « B ARERREmARBER AR R
Court and the Supreme People’s (AR EERNERGEREZEE T

Procuratorate on Issuing the Opinions  RBHE )RV AN
on Issues Concerning the Application

of Law in the Handling of Criminal

Cases of Commercial Briberies

The Group's operations are significantly covered by most of the above A EF Z&PARERE AN EEIREH A LLEK
laws and regulations. There is no incident of non-compliance being HIFE - HFIE2020F MR B EHIRFER
reported in 2020, and the Group affirms the compliance with such laws Bl - REETFRALOEHITAEST ©

and regulations.
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PRODUCT MANAGEMENT

A.

Product Quality

Both factories of Lee & Man Chemical attained the
ISO9001:2015 Quality Management System, ISO14001:2015
Environmental Management System and 1SO45001:2018
Occupational Health and Safety Management System
certifications. Chloromethane, caustic soda, and other products
traditionally produced by the Group were awarded the title of
“Famous Products in Jiangxi”.

Jiangsu L&M Chemical helped introduce the GB/T19580-
2012 Evaluation Criteria for Excellent Performance, won the
Suzhou Quality Control Award in 2020, and was evaluated
to be a grade AA Jiangsu enterprise in terms of quality and
credit ranking. The Company's quality control system, quality
assurance capabilities, competitive strengths and other areas
were highly rated by the group of experts in charge of the
said evaluation. Jiangsu L&M Chemical was also the only
manufacturer of water-related products in Changshu City to
receive a grade A sanitation rating in the Sanitation Monitoring
and Credit Rating System of Manufacturers of Water-
related Products published by the Suzhou Municipal Health
Commission.
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Jiangsu L&M Chemical has actively promoted the management
of enterprise standardization and actively participated in the
drafting and preparation of various national standards and
industry standards. The Company has successively participated
in the drafting and preparation of the national standard
Graphite Pressure Vessel GB/T 21432-2020, the group
standard Chlorine Leakage Emergency Plan and Preparation
Guide T/JSLJ001-2018 and the chemical industry standard
Green Design Product Evaluation and Technical Specifications
— Hydrogen Peroxide, etc., so as to make positive contributions
to the advancement of the industry and the improvement of
the quality standards of our products.

The Group has equipped a number of advanced equipment
for the production of two products with high molecular weight
materials to help improve product quality. For example, our
analysis laboratory is equipped with a total organic carbon
(TOC) analyzer, which is used for the detection of ultra-pure
water during the production of polytetrafluoroethylene by
Jiangxi L&M Chemical to ensure that the water quality meets
the requirements. The laboratory also has a total chlorine
analyzer, a pendulum impact tester, a heat deflection VICAT
tester and other equipment in place, so that requirements
for various types of testing and control in relation to the
production of chlorinated polyvinyl chloride (CPVC) by
Jiangsu L&M Chemical are met. Customers are welcome
to inquire about our production quality and safety through
various communication channels, such as contacting our
responsible salesperson or reaching us via email. We will
earnestly and promptly follow up on the relevant issues and
provide appropriate feedback. Following review, assessment
and investigation by the competent authority to identify any
potential risks, the Group undertakes to adopt corrective,
recovery or prevention measures in time.

31

Annual Report 2020 F#

STARIE (b TREAR HE i (D R 1T
EHER  BBE2ESERRIZ
B ITEZENBERS - Q7%
B2ETHEAREZECHEHEND
22 GB/T21432-2020) « B getZ %
(ARERENESTARREHER
T/ISLJIO01-2018 ) LA Rk T 4T %42
G ERATERTERMRE G
fILE)EMERE - ‘BIAITIE A
HEITEES  CEERMEKE
RAME B BREBHER °

EETEENEES D FMEBMR
ERRE TRZCENRE - LB
RAERWE - FlaTmEE T
EENBOELE  DMERET
B HERR E 8 (TOC) » AR B ALK
A BRKEFEENK - TR
YETHEENGLBALE  BER
ERETRESTE  HRIEESR
B BRERERAITES WL
ZHEBIIEH N ER - REAIEB
LIEMBREE fInaEmEE
ABREBEH - I ARER
ZEEERE - BOgREMAR
wEREAENE YERAENR
B8 o TEMRREERPIRET - A AT
% BRAMEBERE  EEER
MBS ERERALIE ~ Bk B HE 7



LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Environmental, Social and Governance Report
RIE - tERERKRE

CPVC blend compound products have passed the
unannounced inspections by UL (Underwriter Laboratories
Inc.) and American NSF (National Sanitation Foundation) in
2020. Based on the existing CPVC resin production capacity,
the factory has introduced new CPVC pipe fittings suitable to
be used for industrial purposes, for cold and hot water, and for
firefighting purposes, to provide customers with suitable plates.

Both factories of Lee & Man Chemical have obtained the Food
Production License for the production of sodium hydroxide
as a food additive; and Jiangxi L&M Chemical obtained
the Sanitation Permit for Disinfection Product Production
Enterprises for the production of “84" disinfectant. In 2020,
the Group did not recall any products for safety and health
reasons.

For the purpose of sustainable innovation and breakthrough,
the Group has a research and development team that
determines the development direction according to the
Company's development strategies and technical difficulties,
provides human and financial support, continues to innovate
and break through, and creates new products and new
technology applications. The Group attaches great importance
to the establishment of intellectual property rights. In order
to safeguard the Group's interests and its development,
we require employees to remain cautious when using the
Company's resources. Sharing with third parties should
be avoided, and private and personal use in the form of
replication, imitation, reproduction, excerption and distribution
is also prohibited. As an intellectual property owner, the Group
does not tolerate any infringing acts. We report to the local
judicial authority when any product or technology is found
to be used without the Group’s authorization, and upon
internal review, is confirmed that our intellectual property
rights have been infringed. At present, the Group holds 101
domestic patents and 8 trademarks. In 2020, Lee & Man
Chemical invested more than RMB130 million in research and
development projects.
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Anti-corruption

The Group adheres to business integrity, abides by business
ethics, resolutely resists corruption and bribery, and will
continue to improve our anti-corruption supervision system.

Lee & Man Chemical has formulated a Staff Manual. New
employees will receive training before admission, learn the
contents of the Staff Manual and understand the Company's
requirements for anti-corruption. The Group also regularly
provides bribery prevention training for senior executives. The
Group undertakes to work hard to provide anti-corruption
training to the Board in the coming year, to create a clean
working environment in all aspects.

The Company formulated a Management System for
Conflicts of Interest Arising During An Employee’s Service,
which stipulates that all relevant personnel related to new
recruits, promotions and transfers must truthfully fill out
the Employee Interest Statement which will be verified by
the human resources department, to eliminate all risks of
conflicts of interest . The General Manager's mailbox has
been made available and it is opened at least once a week
by specific personnel. All employees can report corruption,
bribery, acceptance of improper gifts or remuneration and
other violations or personnel through the General Manager's
mailbox. Once the violations are verified, the relevant parties
will be punished by the dissolution of their labor contract. Such
arrangement is considered an effective tool for preventing acts
of corruption and bribery.

For the year ended 31 December 2020, the Group had no
corruption complaint cases.
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After-sales Services and Handling of Complaints

The sales department communicates with customers regularly
to understand their needs for products. The Company ensures
that the feedbacks from customers are true, timely and
sufficient through face-to-face interviews, telephone calls, the
internet, conferences, and exhibitions, etc. The marketing team
classifies and summarizes the various needs of customers and
transmits the relevant information to the relevant departments
respectively, so that the market response speed and service
quality of the Company's products can be improved.

When receiving customer complaints about product quality and
service, the Company's sales department and quality control
department will organize relevant meetings to discuss and
determine the underlying reasons, propose corrections, and
take preventive measures. In 2020, the Group received a total
of two customer complaints. Regarding the requirements for
packaging and chemical solutions of products, the Company
has replaced each item in order to meet the requirements of
each customer for high-quality chemical products.

Reasonable Sales and Promotion

Strictly complying with the Advertising Law of the People’s
Republic of China and other laws, regulations and industrial
norms, the Group has formulated and strictly implemented a
marketing management system. Before delivery, every batch
of products will undergo testing in accordance with corporate
standards and national standards; qualified products are stored
separately. Every batch of products for sale is accompanied
by a product testing and analysis report as well as a safety
data sheet (SDS) for hazardous chemicals, emergency contact
telephone numbers and other information. Such information
are kept on delivery vehicles, to ensure product traceability
with respect to its safe use, and to ensure timely support from
our sales department and easy access to enquiry in case of
after-sales problems.

Information and content displayed on the Group's
advertisements, labels, and marketing materials for all business
segments are subject to review and approval before public
use. The Group strictly controls the legality and truthfulness of
the content of its promotional materials, and strictly prohibits
deceptive and misleading information.
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Privacy Protection

Lee & Man Chemical attaches great importance to the safety
of consumer data and information. We adopt a certain
level of protection measures to safeguard such information
in accordance with the requirements of relevant laws and
regulations. We also educate our employees to improve their
information security awareness for the purpose of protecting
consumer information and privacy.

Green Supply Chain

The Group established a comprehensive supply chain
management procedure with stringent entry approval, process
monitoring, regular assessments and exit procedures for
suppliers. Suppliers whose annual procurement amount
is greater than RMB50,000 and has made more than 2
transactions are subject to entry approval strictly according
to such supplier management system. The Group also
established a unified catalog of qualified suppliers, which
classifies suppliers according to the types of material they
provide, and their geographical locations. When new suppliers
are introduced, they in particular have to undergo an additional
assessment in relation to environmental and social risks. Every
year, the Group assesses the backgrounds, qualifications,
quality control track records for similar types of service, contract
performance, professionalism of project teams, corporate
integrity as well as environmental and social risks and
responsibilities of its suppliers and grades them according to
the assessment results. Priority will be given to well-performing
suppliers when placing orders.

Key qualifications of each supplier are recorded in the supplier
management system. When a qualification is about to expire,
an automatic reminder will be sent to the relevant supplier, to
avoid having overdue and not up-to-date information. Suppliers
with no activity for a prolonged period of time are set to be
automatically removed from the list of qualified suppliers.

In order to further improve the supplier management system,
the Group sorts materials provided by each single supplier and
materials with stable prices and rechecks the prices according
to actual conditions so that our factories can obtain the best
materials and services.
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The Group has newly added an open and transparent
procurement system, and certain materials thereunder have
already been quoted on the Great Wall Cloud Network.
This helps to provide a fair and transparent platform for
procurement and reduce the impact of the "human factor”.
For our major raw materials, we select the best suppliers and
obtain the best prices by comparing historical procurement
costs with formula prices of framework contracts, thereby
obtaining reduced costs and enhanced supplier stability. Where
feasible, the Group will give priority to purchasing sustainable
products and services.

Key suppliers have to undergo an on-site inspection every
year that is conducted by the General Manager's office and
departments in charge of quality control, procurement and
production, on a sample basis. The suppliers’ environmental
performance is also assessed. Suppliers are required to rectify
the problems identified on site within a fixed period of time.
Those who fail the assessment shall have their contracts
terminated. All incoming raw materials are tested and stored in
specific areas according to prescribed standards, guaranteeing
that every batch of raw materials used for production is
controllable and traceable.

In case of abnormal quality of raw materials, our procurement
department, quality control department and production
workshop will assign staff members to communicate with
suppliers to identify and solve problems promptly, to ensure
that production is carried out under the prescribed process
parameters and is not affected.
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Procurement and Supplier Management

The Group works with more than 980 compliant suppliers,
which are mainly divided into raw material suppliers,
production equipment manufacturers and suppliers for
packaging auxiliary materials, etc., most of which are located in
different regions of China, as shown in the figure below.

Number of Suppliers

HPER
125

-

98

104
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At present, we have worked with suppliers of major raw
materials such as raw salt, methanol, and fluorite for many
years. These suppliers provide us with great advantages in
terms of pricing and assurance of supply. Due to the solid
strategic cooperative relationships established between these
suppliers and the Company, we will implement sustainable
procurement policies with them to ensure a stable supply of
raw materials.

In terms of product logistics and transportation, the Group only
hires qualified transportation companies to transport hazardous
chemicals. All transportation companies, drivers, loading
and unloading technicians and supercargoes have received
safety training, and their performance is strictly reviewed and
evaluated by the sales department. Vehicles are required to
undergo inspection and maintenance regularly to ensure that
they are leak-proof during delivery.

Wit B Hft

BATREE - s - & AZETERH
HER - MERRAEZF - ER
TeERMERRE LHBERKE
2 TERMHEHEEY TRE
MERESIERE  ARGRAEE
AREEERREBRE  RERE
HiE -

EERMRESTH  AKERE
REERNERAREXAZ(LE
e EEAR  BEE - RKERIM
ABMREBARIBLEHNE -
HERMREHHETHRBEEN
AP - WM ATEHRE - BRE
KPR



LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Environmental, Social and Governance Report

RIS - B RERHRE

2. CARING FOR EMPLOYEES
A. Occupational Health and Safety

The Safety Production Commitment of Lee & Man Chemical
stipulates that we shall seek to achieve the best business
performance with zero occurrence of major incidents and no
damage to employees’ health or to the environment, and
shall actively promote a culture of safety production in the
workplace and create a safe working environment.

Based on relevant legal regulations and the organizational
structure of the Company, we require managerial positions
to both undertake responsibilities in relation to their job
duties, and responsibilities in relation to anti-corruption work,
as stipulated under the Safety Production Responsibility
System. The Company formulates annual safety targets at the
beginning of each year, requiring each subsidiary to develop
corresponding implementation plans in accordance with the
overall goal of safe production. Goal evaluation is regularly
carried out by the SEPD, to regulate work procedures. The
Company's production management team signed the 2020
Safety and Environment Target Responsibility Letter to strictly
define the safety production responsibilities of all employees.

2.
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Safety Performance of Lee & Man Chemical in 2020 2020F B L TR KRR

Name of issue

H% 2020 2019 2018
Mortality 0 0 0
T

Mortality rate 0 0 0
A

Number of traffic accidents 0 0 0
TMENEE

Work-related injury cases 2 1 1
TG

Working days lost due to work-related injury*® 0 0 0
B ITEEETIER S

Injury rate per million working hours 0.48 0.36 0.36
ABEIKGEER

Incidence of occupational diseases 0 0 0
Percentage of employees undergoing health checks 100% 100% 100%

EXiEEREnEE LS

*0 After careful review of the relevant work-related injury cases in 2019, our
team concluded that no working days were lost by the factory due to the
injury. Thus, the data was revised accordingly.
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The Company has compiled a Chemical Risk Identification
and Control Manual with dynamically updated safety warning
indicators. The intelligent management and control system
formulates comprehensive, special and on-site emergency
response plans for the Group’s production sectors involving
hazardous chemicals. Once the emergency response system
is activated, the interlinked fire protection, video management
and control, and production command systems will be
automatically switched on.

According to the national codes of practice for fire safety
design and installation and other relevant laws and regulations,
we have installed fire detection and alarm systems as well as
other fire extinguishing systems on our production equipment
and in our workplace. The existing fire safety design ensures
personal and property safety of all staff members. Our work
procedures, selection of equipment and material, office layout
and fire service access points are all designed with various fire
protection measures in mind, such as a lightning protection
grounding network, an emergency lighting system, an
emergency communication system, a fire alarm system, and a
surveillance camera network.

In terms of employee health, the Group strictly complies with
national occupational health regulations and policies, and:

1. Provides pre-employment and post-employment health
checks for all new employees and resigned employees of
the Company.

2. Provides an annual free health check at local hospitals
qualified to examine occupational diseases for current
employees.

3. Carries out an annual inspection of occupational hazards,
to ensure that occupational safety requirements at each
production plant are met.

4. Establishes an occupational hazard prevention plan
and ensures timely execution of tasks to safeguard the
occupational health and safety of employees in the
factories.
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Employee Training and Development

The Group attaches great importance to employee
safety training, job skills training and career development
education etc.. A comprehensive training system is in place
and improvement measures are formulated according to
previous training results so as to continually enhance training
effectiveness. In addition, in terms of technical positions, all
new hires will receive pre-employment technical training to
improve professional skills applicable to their job duties.

Free staff training provided by the two factories of the Group in
2020:

1. Provided training for 655 employees to obtain special
operation work permits in 34 areas, including pressure
pipeline inspection and maintenance, chlorination, safety
production courses for management staff, and pressure
vessel operation, etc..

2. The two factories organized all employees to study the
case of the “3+21 Extremely Serious Explosion Accident of
Jiangsu Xiangshui Tianjiayi Chemical Co., Ltd". Employees
were encouraged to learn from the case study and carry
out a storage tank inspection of our hazardous waste, raw
materials and auxiliary materials, as well as compliance
checking for all issues related to our project construction.

3. Conducted specialized technical training in production
skills in the form of “team gathering” for all production
staff every month.

4. Conducted departmental skills training in at least 2 areas.

To improve the professionalism of employees and their ability
to perform their duties, the Company has fully implemented
an employee evaluation system, which enhances the learning
abilities of employees and allow them to fully understand their
scope of work and master work-relevant skills.
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In 2020, the Group arranged for 1,889 employees to receive
vocational training and relevant procedural skills training (total

attendees in 2019: 1,845).
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ANEBE20200FFELHFEE S
DN B 55 B A0 AR B 0 AR BE A 3
1,889 A2 1(2019F F[F $£1,845
AZN) »

Percentage of
the total number  Average training

Classification Number of people of staff hours per person
2H AE 48 A B L B AT IR
Position Above supervisor level 212 (193) 10.15% (9.19%) 74 (74)
BAR FENE
Below supervisor level 1,677 (1652)  80.32% (78.63%) 74 (74)
FEUTR
Gender Male 1,470 (1425)  70.40% (67.82%) 74 (74)
5 ES
Female 419 (420)  20.07% (20.00%) 74 (74)
&

Note: 2019 data for comparison in parentheses.
Examples of training organized in 2020

Department Training aspects
#BF FINFR

T - FEUPB201 9 KOS L B -
2020F EZDIFINAR

Target
EEIESE S

Production workshop 1. Process specification

HEER TEMRRE

2. Specialized knowledge about equipment

BalEEE L

3. Personal protective equipment wearing

standards
B ER MRS

4. Legal knowledge/safety management of

chemical procedures

#

ERERAE(CITRRR2ERE
5. Special operation: electrolysis and chlorination ~ Workshop staff & workers
FrigfE% - EIE - ST

6.  Operations involving special equipment:

pressure vessels, pressure pipelines
FERBIERBNDS BHEE
7. Special operation: high voltage engineering and Workshop staff & workers
low voltage engineering
FiEEE - aBEI - BFETL

8. "6S" management
[6S &%
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Workshop staff & workers
BHHEBET
Workshop staff & workers
HHEBET
All factory staff & workers

THAZE
Staff at supervisor level or above

TERRIFALEET

BHHEBET
Workshop staff & workers

BHEBET

BHEBET
All factory staff & workers
THAZE
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Department Training aspects Target
EBF EINFER EIH R
Office 1. Corporate culture, work etiquette All staff
WAE PEXE - T8 FEEETL
2. ERP computer system operation Responsible operators
ERPEfK R At E BERIEAR
3. 1SO9000:14000 Training Al staff
ISO9000:1400045 3l 2EET
4. Financial system and Finance department and related
tax regulations departments
BT BRI E TS EER A7 50 K 4B R BB P
5. Procurement process and Procurement department and
system related departments
RERIERHE PR ED S AR A ED P
6. Safety standardization specification Al staff
L EIRE(LRE FREET
The following are pictures of current employees attending LT AEBS T2 MM EELes
training courses organized by professional third party IR YRR L

organizations.
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C. Remuneration and Benefits

Talent is the key to corporate development, especially for a
chemical enterprise. In accordance with the national labor
law, work-related injury protection regulations and other laws,
the Group has established a comprehensive remuneration
system, recruitment procedures, career progression plans
for employees etc., and provides employee benefits such as
endowment insurance, medical insurance, unemployment
insurance, work-related injury insurance, childbirth insurance
and housing accumulation funds, annual leave, holiday
allowance, and free meals.

As of 31 December 2020, the Group had approximately 2,088
full-time employees. Details are as follows:

Total Workforce by Gender

REABIER T A

1,800
1,579

1,600
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1,200
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800
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400

200
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Both factories in the PRC provide accommodation and
transportation pick-up service for their staff. Keeping track of
the conditions in the labor market and trends of economic
development, the Group makes reasonable employee pay
adjustments every year to maintain competitive salaries. Year-
end bonuses are distributed based on the performance of
individual employees and of the Group's profits. Factory areas
are equipped with modern equipment and hardware to create
a comfortable and clean environment for employees. The
Group established a research institute that is comprised of a
research and development team led by academicians of the
Chinese Academy of Sciences and a number of professors, in
support of maintaining our status as a high-tech enterprise and
of our future development.

The following charts illustrate the distribution of our employees
by position and education level:

Total Workforce by Position

R AR
1,400
1,200
1,000
800
600

400 287
13.74%

129
200 6.18%

: I
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REBFIKE  WIRBTRER
REB BN B RFELICA - =
BRAEHRENER  RETE
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FRAZE TR - AR RIBE T £ ~ 25
BEREERANTTEEE - SR
BAHREEMAREREHR
& e

THIHZEZMZENES T
1

428
20.50%

Management Positions R&D Positions  Technical Positions Supportive Positions

B WrER R
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Distribution of Workforce by Academic Qualifications
BREKED M

0.86% 1.10%
(18R~ /(23}\)

g Doctorate degree (0.86%)
+

- Master's degree (1.10%)
(=

- Bachelor's degree (16.19%)
NS

g Junior college level (46.17%)
ARE

- Technical secondary school level (15.37%)
e

- Others (20.31%)
Hh

Distribution of Workforce by Age Group
FREXD M

3.35%
/ (70A)

30 years old or under

305R AT

31-40 years old
31-405%

41-50 years old
41-505%

Above 50 years old
505K 0A L
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Total number and rate of employee turnover by gender and
age group are set out as follows:

TEIERER - FRARIREH
MR

2020 2019
Number of Number of
people  Percentage people Percentage
A fhtk AE (=129
Employee turnover rate 320 15.33% 392 19.31%
ABRBE
Male employee 227 10.87% 289 14.24%
FRT
Female employee 93 4.45% 103 5.07%
Employee BT
turnover rate
ABRBE  Under 30 years old 259 12.40% 306 15.07%
30BRA T
30-50 years old 60 2.87% 84 4.14%
30-507%
Above 50 years old 1 0.05% 2 0.10%
5057 0A £

In order to foster a sense of belonging of employees to the
Group, Jiangxi L&M Chemical has set up a staff residence hall.
The dormitory area is furnished with recreational amenities
such as a basketball court, an indoor badminton court, a table
tennis court, billiards, and a yoga studio. There is also a library
equipped with board games to enable staff to enrich their
knowledge and broaden their horizons after work.

Ball games and group activities, such as football, basketball,
tug-of-war, marathon runs, and forklift skills competition etc,
are regularly held by trade unions of the two factories. The
employees participated actively in such games and activities.
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In October 2020, the 2020 Changshu International Half
Marathon was held in Jiangsu Province. As one of the
sponsoring enterprises, Lee & Man Chemical sent employee
representatives to take part in the event. With tenacity and
hard work, our athletes crossed the finish line, completed their
self-challenge, and carried forward the spirits of perseverance
and persistence. The joy on their faces was the best testimony
to the spirit of the marathon. In the same month, employee
representatives of Jiangxi L&M Chemical participated in the
“Good Life, Green Environment Cup”, a men’s basketball
competition held in Jiujiang Dock Mill Town which aimed to
help improve the quality of life in the area in five virtuous
aspects: positivity, healthiness, motivation, mutual support and
harmony. Our team won the championship.

The attached photos are pictures of the aforementioned
basketball competitions for men, namely, the “Lee & Man
Chemical Cup” and the “Good Life, Green Environment Cup”,
held by Jiangxi L&M Chemical. Also attached are the group
photos of participants in the Forklift Skills Competition and the
Marathon.
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Equal Opportunity and Anti-discrimination

The Group has formulated an appropriate Staff Manual and
other policies to clearly put forward Lee & Man Chemical’s
7 corporate spirits: integrity, fairness, attitude, efficiency,
perseverance, innovation and team spirit, creating sound and
harmonious labor relations for our staff.

Advocating the principles of equal opportunity and fairness,
we recruit candidates based on their ability, literacy, and
competence, and oppose any form of discrimination based
on race, gender, age, and marital status. Moreover, we act
in accordance with international human rights standards as
stipulated in the Convention on the Rights of the Child and the
Universal Declaration of Human Rights promulgated by United
Nations, including standards in relation to the prohibition of
employing child labor to protect minors, prohibition of forced
labor, safety and health, freedom of forming trade unions,
prohibition of discrimination, prohibition of unfair punishment,
working hours and wage standards, etc..

The Group has established a comprehensive system regarding
staff complaints. Our staff can provide feedback over the
General Manager's mailbox, e-mail, and an instant messaging
application for internal communication named “DingTalk”.
Such feedbacks are to be dealt with and resolved in a timely
manner.

Child and Forced Labor

When hiring employees, the Company strictly monitors the age
of job applicants. Candidates must be over 18 years old and
have to present their ID cards; the authenticity of which will be
verified by the human resources department upon hire.

In addition to monitoring the recruitment process of the
Group, we also regularly investigate the recruitment process of
agencies. Besides establishing procedures to address potential
breaches of conduct, we also require suppliers to formulate
measures on the prevention of child and forced labor. The
Company shall cease to work with any violating parties.
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GREEN DEVELOPMENT

The Group is committed to environmental protection and has
adopted various measures and monitoring methods to fulfil its
environmental protection obligations. A safety and environmental
protection department (the "SEPD") has been setup, with dedicated
management personnel for handling issues in relation to safety and
environmental protection. They continually follow up with relevant
environmental laws and regulations and keep themselves abreast of
relevant updates, ensuring that various departments of the Company
also perform according to the requirements of the government on
environmental protection and eliminating any behaviors which are
in violation of environmental laws and regulations.

Green development has become a global consensus. Jiangxi L&M
Chemical pooled the wisdom and efforts of everyone to establish
a green factory characterized by its economical and intensive use
of land, harmless raw materials, clean production, recycling of
wastes and low-carbonation of energy sources. It was declared as a
provincial “green factory” through self-assessment. The assessment
was organised by third-party factories and provincial industrial and
information administration departments and was certified by experts.
Walking on the path of green development, Jiangxi L&M Chemical
is actively engaged in the establishment of its green factory, and
is continuously reinforcing its development goals, optimizing its
industrial structure and expanding industry chains, so as to minimize
its environmental impacts, maximize resource utilisation, and deliver
products of the highest quality.

In July 2020, Jiangxi L&M Chemical passed the certification
procedures to be recognized as a “Grade-A Safe Production
Enterprise with Standardized Work Procedures” (see the graph
below), a recognition by experts of the Group’s commitment to its
“Safety First” principle, and a sign that it has become an exemplary
enterprise in the industry.
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In addition to building a green factory, Jiangxi L&M Chemical is
also making great efforts to maintain workplace safety at its factory.
Hence, it strengthened the implementation of its safety production
responsibility system, thoroughly resolved issues, increased
investment into upholding safety, and established a dual prevention
mechanism consisting of “risk control” and "hazard investigation
and management”. With the courage to reform and innovate, Jiangxi
L&M Chemical actively promoted safety procedures for chemical
production, and achieved remarkable results in this area. In October
2020, the Company was acclaimed by the Jiangxi Department
of Emergency Management for having the best model of safety
production in the Jiangxi Province.

To achieve sustainable development, Lee & Man Chemical set up
targets in relation to emissions, waste reduction, energy efficiency
and water efficiency. Details are set out in the following table:

Details

G

PRI X b TR R4k & TR AR R
NERIFLIR] BEL2EEEME
HEE 2EMEBRE  IRKZE2E
A B[R EEESEEERE |
EFEEE - UREAFHER - R
HEATHAEZE2ERE kiiFIW
HSFEZER - 2020F 108 © ARIET
TEEREEREIARELEEEERHR
BAR - P AIEAMAE—F o

Eii%'TTiftgﬁfj B I Bt e
ﬁﬁli REE - REIR{E A A T K R
EﬁEHEEHOE|ET%-

Relevant companies

BEARQTE

Emission targets
tetrachloride emission

Air pollutant emissions are up to standard
TR BRI T PR
RR)H R B BEIR

HRERR

Waste reduction targets ~ Aluminium oxide waste reduced by
approximately 30%
Raffinate incurred from chemical production

Fully achieving the goal of having “zero” carbon

Jiangsu L&M Chemical and Jiangxi
L&M Chemical

TERIEE TANT AT

Jiangsu L&M Chemical

Jiangxi L&M Chemical

procedures is delivered to the incinerator for further

treatment

(Short term goal, achieved in 2020)
FEEALERR A T A#KI30%

t TR B IEERIE
(F2HBE 1R - 20205 %K)

REE B AR

TEEET
IPAEX(ET

Energy efficiency targets  The energy consumption levels of our major products Jiangsu L&MW Chemical and Jiangxi

are better than the national average
(Short term goal, achieved in 2020)
FEEMNEFREN2ETEE
(FEERR 1R - 7E20205F M)

BERBE AR B 1R

Water efficiency
targets discharge
Set up assessment indicators for water

consumption (Short term goal, achieved in 2020)

FK#zs B 1R BR T RN TN

HEAKEZEREHER - 20205 EK)
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Exhaust gas and sewage emissions

Strictly abiding by the “Montreal Protocol” and the “Vienna
Convention for the Protection of the Ozone Layer”, Jiangsu
L&M Chemical and Jiangxi L&M Chemical installed devices
for converting carbon tetrachloride into chloroform during the
production of chloromethane, thus transforming all ozone-
depleting substances into products of the Companies and
effectively achieving zero carbon tetrachloride emission.

Both factories in the PRC set their environmental protection
targets on a yearly basis. Their workshops derive the target
values of relative segments based on their respective
annual environmental protection targets, and implement
concrete work plans; the SEPD monitors and inspects the
goal attainment process of each department and conducts
relevant assessments on a monthly basis; while the safety
and environment protection committees of both factories
will summarize their goal attainment process on a quarterly
basis, and continuously provide suggestions for improvement.
Based on the above measures, the factories ensure that
their environmental protection efforts meet or outperform
government requirements. Some key performance indicators
of 2020 are set out in the table below:
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Name Unit

=L By 2020 2019
Nitrogen oxides (NOx) emissions® Ton 259.5 410.9
REALBEE(NOY® I

Sulphur dioxide (502) emissions® Ton 84.1 129.8
ZRERR R E (SO2)@ M43

Particulates emissions (in terms of smoke and dust) Ton 39.7 63.0
KIAR Y 48 2 BE 2 (LAKEEEST) U

Sewage discharge Ton 269,827 238,100
TEIKBEIR A

@ Reason(s) for the decrease in the amount of nitrogen oxides (NOx) @ RELWHERENO)ER THREMERE

emissions: Jiangxi L&MW Chemical started to enforce ultra-low emission
measures in 2020, resulting in a decrease in emission amount as
compared to 2019;

The total amount of sulphur dioxide (SO.) emissions is calculated based
on: the average concentration X hourly emission rate X operating time.

Lee & Man Chemical places great importance on reducing
air pollutants. By strengthening its environmental protection
measures and implementing plans to renovate its
environmental protection technologies, it has reduced the total
emissions of the above particulates. The decrease is mainly
due to the ultra-low emission measures enforced throughout
2020, which ensured that the emission goals for air pollutants
are met, and that the overall emission amount did not exceed
the original target.
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The Company regularly detects and fixes leaks in our airtight
production equipment with the help of our leak detection
and repair ("LDAR") management system, which allows us
to control the leakage loss of our volatile organic compounds
("VOCs") and reduce environmental pollution.

A negative suction system is installed in the tank storage area
of our factories and areas where equipment involving VOCs are
placed. Under the system, unorganized exhaust gas containing
VOCs produced during the operation of our production plants,
tank breathing, and the loading and unloading of materials
is collected and delivered to the incinerator for effective
treatment.

Flash evaporators for wastewater are built in the
chloromethane workshops of both factories. Making use of the
relatively lower boiling points of organic compounds (namely
methylene chloride, chloroform and carbon tetrachloride) as
compared to that of water, we are able to filter out and recycle
organic compounds from wastewater by means of evaporation.
Hence, in addition to enjoying increased economic benefits,
we can also ensure that the discharge of organic compounds
arising from wastewater is up to standard. Triple effect
evaporators were also built at the sewage treatment stations
in both factories to comprehensively recycle and reuse
wastewater coming from the hydrogen peroxide workshops to
reduce wastewater discharge.

Jiangsu L&M Chemical won the title of “Environmental
Protection Model Enterprise” in 2020.
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Operational waste

Salt mud dryers are installed in both factories in the PRC, which
help to reduce the amount of salt mud, a type of solid waste.
Jiangsu L&M Chemical has newly formulated the Sustainable
Modification Plan for Solid Waste Pre-treatment Technology,
which analyzes the audit values and waste reduction measures
in relation to the sources of solid waste, in accordance with
the official reply to the environmental assessment report.
Subsequent to the implementation of the Modification Plan,
the amount of aluminium oxide waste produced decreased
by approximately 30%. Pursuant to the Plan, aromatic
hydrocarbon, acetic acid ester and other substances attached
to the activated alumina waste are filtered out by steam using
a high temperature dryer, and are then delivered to a tail gas
incinerator to undergo incineration. The treated aluminium
oxide waste thus decreases in quantity and become more
secure. This was a short term goal set up in 2020, and was
achieved within the deadline.

At Jiangsu L&M Chemical, raffinate and organic tail gas of
carbon tetrachloride undergo non-hazardous incineration, and
the ultimate emissions are in compliance with the GB31571-
2015 and DB32/3151-2016 standards. According to the
commissioned test report (report number KDHJ203760),
major emissions during normal operation include nitrogen
oxides, hydrogen chloride, smoke and dust, carbon monoxide,
non-methane hydrocarbon etc.; the amount thereof all comply
with emission standards. Our emission data is transmitted
to the website of the Ecology and Environment Bureau of
Changshu, Suzhou, and the Self-monitoring and Information
Release Platform of the Sewage Disposal Unit of Jiangsu in
real time around the clock.

The two factories in the PRC have taken the initiative to
embark upon a system of clean production and energy
management to encourage and promote energy saving and
emission reduction.
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Jiangsu L&M Chemical was verified and recognized by the
Changshu Municipal Commission of Economic and Information
Technology and Environmental Protection Bureau as a clean
production enterprise; its energy management system passed
the 1ISO50001 Certification. Jiangxi L&M Chemical was also
verified as a clean production enterprise by the Environmental
Protection Department of Jiujiang, and its energy management
system also passed the ISO50001 Certification.

T#HEX (L TRBEAMEEEZR
RRBAEREEBBMRE - 68
JRE RS 2B BISO50001:7:% » /T
AEE TREREERBNIT
BRRBMNBY - EREEERZBR
ISO50001:2#% °

o

Name Unit

=L B 2020 2019
Production volume of hazardous waste Ton 2,608.5 3,119.3
BERRYEE 145

Emission intensity® Kg/Ton 1.8 2.3
B E® T /W

Production volume of general waste Ton 211,784.9 205,869.9
—RERVEESE M4

Emission intensity® Kg/Ton 142.3 153.1
B E® T /1

@ The emission intensity is calculated based on: the emission amount/the
annual production volume of the Company's major products

(Note: The production volume of major products refers to the annual
production volume (in tons) of chloromethane, caustic soda, hydrogen
peroxide, polytetrafluoroethylene and fluorinated industrial products)

Office waste

Office waste produced in the Company mainly refers to
wastepaper produced by the administrative office.

Employees are encouraged to adopt reasonable printing
practices such as double-sided printing, and are required to
separate paper from other waste for recycling. To create a
paperless office, documents are distributed to employees
via email and DingTalk, which efficiently reduces the use of
printing paper.
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Packaging materials

Packaging materials used for the Group's products include
CMS packaging buckets, hydrogen peroxide buckets, bags for
liquid sizing agent etc., which will count towards tare weight.
The two factories in the PRC emphasize and encourage
their employees to reduce waste during the production and
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D. B#yR

packaging process. Recycling practices are imposed to avoid g
wastage of resources.

ARAEBE R BEMEACMS
B - BREOKNER - EBEARR
EREBRME - BAMMALE
BEBIET - BRI B - I
R B W ERAA - B IEETRR

Name Unit

=L B 2020 2019

Total amount of packaging material used for Ton 15,678.4 34,590.9

finished goods

BB RS A

Annual packaging consumption per production unit®  Kg/Ton 20.7 55.0

SRR B T,/ 1

Note: The annual packaging consumption per production unit is calculated & BFEEESBIEE  SAERARFE
based on: the total amount of packaging material for the year/the BEMHEE ZFETEMEEKR
production volume of packaging material required by finished goods for HIEES o
the year.

Less packaging material was used in 2020 as compared to 2019 because
clients were encouraged and had agreed to use recycled packaging
buckets, on the premise that our product quality would remain unaffected.
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Energy usage

With regard to energy consumption in production and
manufacturing, we adhere to high standards of regulated
energy-saving management, and have obtained the GB/
T36132 green factory creditation and the 1ISO50001 Energy
Management System Certification, thus awarding us the
titles of “a leading energy-efficient enterprise in Jiangsu” and
“a green factory in Jiangxi". In 2020, the per-unit energy
consumption of one of our main products, chloromethane,
was 217 kgce/t (national advanced value: 235 kgce/t; national
average: 255 kgce/t), and that of our caustic soda products
was 302 kgce/t (national advanced value: 315 kgce/t; national
average: 325 kgce/t), outperforming the industry standard.
The 2020 data of other primary indicators are as follows:

RERE

E%F%iﬁ%ﬁﬁﬁ CRAERER
HEBERIRENEIE - BB TGCB/
T361324% & TR 518 &% ISO50001
Eb/ﬁafﬁﬁﬂz\wupg EBTIEHSE

BEBRELE  THAEHZEBIR
“M@ 200F ETEMF AL
YH) BE AL REFEE 21 7kgee/t (B R 5E
# {8 235kgee/t © 2 B F 9 {E 255
kgee/t) @ MR E mE) B FEE
302kgce/t(BIZR L3 (B3 15kgee/t
2 FFH{E325 kgee/t) © HERF
EIZE o 200 F EM—LEE
ERERTR:

Name Unit

=L B 2020 2019

Total coal consumption 1) 21,498.6 19,745.0

BB EE TIRIKEE

Coal consumption intensity® TJ/ton 0.023 0.023

FERZE® ),/ M8

Coal consumption (for electricity supply) 1) 14,051.7 12,847.2

BOEFEE (AR HE TIRIKEH

Total coal consumption amount attributable to 1) 11,559.7 10,738.2
chemical production

Bt T EFEES TIRIKEH

Total coal consumption amount attributable to 1) 9312.5 8,446.4
chemical production (for electricity supply)

Bt T EFES (AREE TIRIKEH

Fuel consumption (for fire ignition in electrical 1) 9.2 25.5

boilers and power generation in diesel engines)®

PORRFEE® TRREE

(ARATIRE A SRR EE

Note: Coal consumption intensity is calculated based on: the total consumption
amount/the annual production volume of the Company's major products

(Note: The production volume of major products refers to the annual
production volume (in tons) of chloromethane, caustic soda, hydrogen
peroxide, polytetrafluoroethylene and fluorinated industrial products)

@ Reason(s) for the decrease in fuel consumption: The operation of Jiangxi
L&M Chemical's power stations was relatively stable in 2020; frequent
replacement of boilers was not needed, hence the number of fire ignition
decreased, and fuel consumption decreased by approximately 63%.
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Jiangxi L&M Chemical assesses the per-unit energy
consumption of its products regularly, and revises the
assessment indicators at the beginning of each year. In
2020, the per-unit energy consumption values of all products
met the relevant standards, of which, the total energy
consumption of technologically modified HFP products
decreased 29.4% as compared to that of 2019, achieving
good energy-saving performance and economic benefits.
The Energy Metrology Office of the technology department is
responsible for standardizing and supervising the Company's
energy consumption levels, metering work, audit reports and
assessments. The Office conducts investigations and provides
feedback, wherever unusual energy consumption patterns
are identified. It also conducts monthly evaluation on the
energy consumption levels of workshops. The control room
is responsible for coordinating and balancing the energy
consumption levels of each production workshops, while the
workshop themselves are responsible for their energy-saving
management work, to increase energy efficiency.

In terms of energy efficiency management, the two
factories in the PRC prepared the “Energy Management
Manual”, which was signed and issued by the General
Manager and implemented by the factories. Every year, the
factories set aside a specific fund for the modification of
energy-saving technologies. Specific measures of energy
efficiency management include: formulating indicators used
in performance reviews, opting for efficient equipment,
upgrading and modifying existing equipment that are low in
efficiency, clarifying responsibilities in relation to energy-saving
management, and soliciting employee’s suggestions on energy
conservation via reasonable channels.

The two factories in the PRC have achieved the following
results in terms of energy efficiency:

1. The use of circulating fluidized bed boilers allows us to
maintain our boiler efficiency at above 90%.

2. The recirculating water of chloralkali plants and
fluoride plants is reasonably allocated. Water pumps
at recirculating water stations are modified to reduce
hydraulic head and lower electricity consumption for
recirculating water.

3. The recycling tower of the chloromethane plant has been

modified to reduce heat dissipation and improve energy
efficiency.
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4. The oxidized tail gas turboexpander refrigerating power
generator at the hydrogen peroxide workshop shares
a power grid with the distributed photovoltaic power
generation system located on the roof of the factory
office building.

5. The pump for recirculated water used in public works, the
chloromethane compressor, and other equipment have
been equipped with frequency converters to reduce their
energy consumption.

6. LEDs, instead of high pressure sodium lamps, are now
used as the light source of road lamps and other lighting
devices in the factory area, so as to reduce cost by saving
power and prolonging service life.

7. The electrolyzers of the caustic soda workshop have been
upgraded and modified to reduce energy consumption.

8. The tail gas from the CTC plant is reused in the
polyaluminium chloride workshop, thus reducing energy
consumption.

Water usage

At Jiangsu L&M Chemical, we have formulated a stringent
management system as well as assessment indicators for
water consumption and water conservation. Per-unit water
consumption of our products is assessed daily. We continue to
explore aspects where water consumption can be potentially
reduced, and have adopted numerous water-saving measures.
We also have made continuous efforts to increase the
recycling efficiency of our wastewater. By reusing the inorganic
wastewater produced by our caustic soda workshop and our
pure water extraction columns in the salt treatment process,
we have significantly reduced the amount of wastewater
discharged. According to the balanced water tests that we
regularly conduct on the whole factory, our water reuse rate
reaches 98.629%, and our indirect chilled water recycling rate
reaches 99.30%; proving us to be an energy-saving enterprise
in Jiangsu.
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The operation of the water reuse equipment at Jiangsu L&M
Chemical remains stable. By purifying recirculated water and
forced flow water, the equipment enabled us to collect 66,000
tones of purified water in 2020, achieving “zero” discharge
of recirculated water. This was a goal set up in 2020 and
completed within the deadline. We have also made continuous
efforts to recycle and reuse our water resources. By treating
recycled wastewater produced by the caustic soda workshop,
the pure water extraction columns, and during the regeneration
of resins, and reusing the treated water for the salt production
and water refilling procedures during primary brine production,
we reduced our annual discharge of wastewater by 40,000
tons.

An energy-saving team and an energy management office,
both headed by the General Manager, were set up at Jiangxi
L&MW Chemical. After soliciting reasonable suggestions from
all employees, Jiangxi L&M Chemical developed assessment
indicators for water consumption and included the assessment
on per-unit water consumption of its products as one of
the areas to be covered in performance reviews. Numerous
water-saving measures and continuous efforts were made to
increase the recycling rate of wastewater. Salty wastewater
and chilled water from pumps produced by the caustic soda
workshop, the pure water extraction columns, and during the
regeneration of resins, are reused in salt production, to reduce
the discharge of wastewater, and achieve “zero” discharge
of wastewater from the caustic soda workshop. The cleaning
water from the polymerization workshop is also reused for
refilling recirculated water, to reduce sewage discharge; while
the purified water from the recirculated water station is reused
for the desulphurisation process at power plants, to reduce the
water consumption and discharge of wastewater incurred by
such process.

In advocacy of environmental protection, Jiangxi L&M Chemical
carried out specific actions to improve the environment,
completed post impact environmental assessments,
formulated solutions for upgrading environmental technologies,
and reduced discharge of pollutants by adopting more
stringent benchmarks. Meanwhile, a “Rainwater Harvesting:
System Improvement and Action Plan” was developed to
strengthen control over the rainwater harvesting system of its
factory and to improve its resilience to environmental risks.
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At Jiangxi L&M Chemical, we also strive to optimize our
production technology. In 2020, recirculated water usage
was 99.17% and repeated water usage was 98.28%. We
were also able to reduce electricity consumption by recycling
residual recirculated water and replacing electric wind turbines
with water turbines. This earned us the title of “water-saving
enterprise in Jiujiang”.

TP TRIGERE(L TE -
2020F K IR FI| FH % /£99.17% -
7J<§%’E%IJH% &R 98.28% ° AR /KR
BEFIA - ERMBUKERW - [RIESE
¥ o BRESIMEI KB DR -

Name Unit

a8 By 2020 2019
Water discharge m? 269,827.0 238,100.0
IKBEIRE SITK

Discharge intensity® m?>/ton 0.181 0.177
B e SR

®  Water discharge intensity is calculated based on: the total discharge ©  KHMEBENHEER: RAZHE 2

amount/the annual production volume of the Company's major products

(Note: The production volume of major products refers to the annual production
volume (in tons) of chloromethane, caustic soda, hydrogen peroxide,
polytetrafluoroethylene and fluorinated industrial products)

Resource recovery

Residual heat dissipated from certain production facilities
at our factories are recycled and reused to optimize our
production efficiency, so as to save energy and ultimately
reduce emissions per unit output.

The heating system of our industrial park makes use of the
residual heat generated from our power stations. This helps
to optimize our energy structure and improve our energy
utilization rate. Boilers powered by residual heat or heat
exchangers for recycling steam or hot water are installed in
places with high temperature reactive gas (e.g chlorinated
reactive gas from our chlorinated methane device) and
burning tail gas (e.g high temperature pyrolysis gas from our
tetrafluoroethylene device, incinerator tail gas, tail gas from
our anhydrous hydrogen fluoride device and hot blast stove),
so as to increase our energy efficiency and reduce the need
for steam procurement. Heat generated from our hydrogen
peroxide products is also collected and reused in the extraction
columns for extracting pure water, hence reducing steam
consumption. Besides, water discharged from the fixed-rows
and joint-rows of the boilers are collected, cooled down, and
recycled to the circulating water system; this increases our
water utilization rate.
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Greenhouse gas emissions

Smoke and gas emissions from the boilers of the thermal
power stations of Jiangxi L&M Chemical are in compliance
with the GB13223-2011 standard. In 2020, the average
values of greenhouse gas emitted from the chimneys of the
thermal power stations during normal operation were as
follows: sulphur dioxide: 8.834mg/m3, nitrogen oxides 26.354
mg/m3, smoke and dust: 4.41 mg/m3. They all meet emission
standards. Data of smoke and gas emissions from the boilers
of the thermal power stations of our factories is transmitted to
the environment monitoring platforms at all levels in real time
around the clock.
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Name Unit

ki By 2020 2019

Carbon dioxide equivalent (CO,e) emissions from  k'Ton 2,058.4 1,859.9
power plants®

KA BB ALk E 8(CO,e)HE° T g

Greenhouse gas emissions directly attributable to  k'Ton 15.2 10.2
chemical production®

BHEBMETAENR=REBENRC T8

Greenhouse gas emissions indirectly attributable to  k'Ton 1,704.5 1,591.2
chemical production®

EEZEIME TEERR = RSO F-E

Intensity of carbon dioxide emissions from power  kg/kwh 0.9 0.9

generators (electricity supply)

BEHEA(HE) N _ALiREREE T/ FRE

Remarks:

Carbon dioxide equivalent (CO,e) emissions from power plants are calculated
according to the carbon dioxide produced by Jiangxi L&M Chemical from coal
and diesel used in power plants.

Greenhouse gas emissions directly attributable to chemical production include
carbon dioxide emissions from direct use of fuels (including natural gas, diesel,
etc.) in chemical production process.

Greenhouse gas emissions indirectly attributable to chemical production include
carbon dioxide emissions of the power plant shared by the company due to the
use of electricity and steam supplied by the power plant for chemical production.

©]

The amount of carbon dioxide equivalent (CO_e) emissions is calculated
based on: (the calorific value % CO, emission factor value of raw coal x
oxidation rate X relative molecular mass of carbon dioxide)/molecular
mass of carbon

=]

Direct and indirect emission data are counted separately starting
from 2020; therefore, the 2019 data in this Report has been revised
accordingly

o Carbon dioxide emission intensity is calculated based on: (the
consumption of ton of standard coal equivalent (tce) x CO, emission of
per unit ton of standard coal (t/tce))/(power generated (in ten thousand
kwh) x 10,000)
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I. Impacts of climate change

Jiangsu L&M Chemical and Jiangxi L&M Chemical are located in
East China. To minimize the impact of extreme temperatures
on the manufacturing and procuring processes of our supply
chain, we have implemented certain risk assessment and
control plans.

In response to hot weather conditions:

1.

Goods receipt and delivery are scheduled in non-peak
hours and are avoided in hot temperatures during
daytime, to ensure the safety of our workers and to
minimize the risk of volatilization of relevant chemicals.

Our tank storage area is spray-cooled to avoid the risk
of volatilization of relevant chemicals present in stored
goods, to safeguard our product quality.

In response to cold weather conditions:

1.

We issued and implemented the Management
Requirements on Cold Prevention for Production
Positions, which stipulates the specific cold prevention
measures to be adopted by each workshop.

We adopted measures such as electric tracing, steam

tracing and heat preservation to reduce impacts of low
temperatures on our equipment and pipes.

62

RIS L®

STEE b TR IR b TR
BlAERME - SRKEFERED
13 5 R SRUEBER AR 7 — L [ B T A AN
EEETE - R AR A E R
SHE MBS E -

EERRRT :

1.

REGEIEWERE - @RAARS
REFERKES - NRREER
THRERZMEEYEE

%o

S [ BRI B AR PR 7 -
TRAE VR AT 7 0 B BE AR AN
RIEHE -

EEBXRT :

1.

RAEMALAITCRAREE
MU RHRNERE TR
k) - BATES B MR RN

BB
B85 -

REERR - ZHRARFRR
SR EERREEHEEN
EBNFE -



Environment-friendly products

Caustic soda is present in our products, hence we make use
of advanced energy-saving industrial equipment and modified
technology such as the membrane polar distance electrolytic
cell, the deployment of residual heat dissipated from our
finished goods, and the optimization of our cold-water system,
to reduce our energy consumption per product unit. We also
conduct energy audits, clean production audits and carbon
emission tests etc. on a regular basis, and develop, improve,
and implement energy-saving plans. As a result, our carbon
footprint is approximately 6% lower than that of our industry
peers.

The caustic soda and methylene chloride products produced
by Jiangxi L&M Chemical were regarded as “famous products”
by the Brand Strategic Promotion Association of the Jiangxi
Province in the past two years. In 2020, our hydrogen
peroxide, polyaluminium chloride, and hexafluoropropylene
products were also acclaimed as “famous products of
Jiangxi". Committed to technical innovation, the Company has
successfully developed a type of weight suspension resin with
ultra-high molecular weight, used for LED screens and 5G
communication, and material specialized for extrusion pipes,
used for vehicles and aircraft fuel pipes. This series of product
innovations has enabled the Company to achieve good
economic and environmental benefits.

In 2020, Jiangxi L&M Chemical obtained the ISO50001 Energy
Management System Certification issued by the China Quality
Certification Centre.

Jiangxi L&M Chemical passed the assessment for license
renewal under the Energy Management System of the China
Quality Certification Centre in 2020.
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Noise pollution

We understand that noise from our large compressors is
inevitable during the chemical production process, which may
bring harm to the environment and surrounding areas.

Therefore, we have in place a reasonable noise management
design, where we set up green noise barriers surrounding
noise sources and our factories, and install sound absorption
materials indoors, as well as having soundproof doors and
windows. We opt for sound friendly equipment and seek to
reduce noise at its sources, with anti-vibration pads and other
noise reducing furniture. Employees exposed to noise are
provided with noise-cancelling ear plugs and ear protectors.
All personnel in the workplace are also required to wear
disposable earplugs supplied by the Company. Moreover, to
minimize workers’ continuous exposure to loud noise, we
organize their job duties in alternating shifts in accordance with
the inspection schedule, to safeguard their physical and mental
health.

Monthly acoustic noise testing is conducted by the SEPDs of
the factories, and results are displayed on-site, to ensure that
our factories comply with the requirements stipulated under
the Environmental Noise Emission Standard for Industrial
Enterprises and Factories.

Biodiversity

The Group attaches great importance to and has taken
effective measures to control the discharge of exhaust gas and
sewage water, in order to maintain biodiversity. With advanced
green production technology, we continue to reduce the
emission of pollutants. We also carried out an in-depth removal
of volatile organic compounds (VOCs) in the factory in 2020.
Systematic arrangements were made by our factories to meet
emission targets; through recycling, we prevented the waste of
resources. Meanwhile, by establishing an energy management
system and adopting the ISO14001 environmental
management system, the Company incorporated
environmental protection and energy-saving practices into our
daily production, operation, and management, in advocacy of
green office and production environment.
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The wastewater discharged from each workshop under both
factories is measured, and both met the standard. At the
same time, we actively organized public events in relation to
environmental protection in the community to publicize our
sustainability concept. Floodgates are installed in our rainwater
system to prevent wastewater from flowing out of the factory
and affecting the nearby ecology in cases of emergency.

To thoroughly realize our development concept of clean
production and green development, Jiangxi L&M Chemical
carried out a series of activities, such as theme publicity, energy
knowledge training, and energy conservation inspection, based
on the themes of “prioritizing green development and energy
conservation” and “low-carbon action, blue sky protection” in
June 2020. In September, the 8th National Brand Storytelling
Competition (Jiujiang Division) and the 4th Jiangxi Brand
Storytelling Competition were held in Jiujiang. As one of the
selected participants from Jiujiang City, Jiangxi L&M Chemical
won the first prize for “Lee & Man’s Resin: the Development
of Our Famous Products”, a story submitted by our staff at our
General Manager's office.

Jiangsu L&M Chemical - An onsite photo of its green
factory
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4.

SOCIAL RESPONSIBILITIES

A.

Social Investment and Donation

Lee & Man Chemical focuses on contributing to the care of all
areas of society, including environmental protection, health,
education, and sports development.

Facing the outbreak of COVID-19 at the beginning of 2020,
Lee & Man Chemical, as a chemical product manufacturer,
also produced disinfection products. Jiangsu L&M Chemical
donated 186 tons of sodium hypochlorite disinfectants to 175
enterprises and institution units in Changshu City and other
districts for free. Jiangxi L&M Chemical made arrangements
to increase the production of disinfection products and
adjust the production capacity of other products, and tried
its best to supply disinfection products to the society. As part
of our efforts to fight the epidemic, more than 600 tons of
disinfection products were donated to Wuhan, Huanggang,
Xiaogan, Jiujiang, Ruichang and other places during such
period. Photos in relation to our donations are displayed
below.

Over the years, Jiangsu L&M Chemical has always strived to
fulfil its social responsibility to raise cultural standards within
the enterprise, which most importantly, is to effectively
strengthen the sense of responsibility and dedication of its
employees. One of such examples was the blood donation
activity organized by trade unions for employees in the
Changshu Economic Development Zone in August.
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During the flood in Central China in July 2020, Jiangxi L&MW
Chemical took the initiative to assume social responsibility. An
emergency command group headed by the General Manager
was quickly established, and an emergency flood relief and
rescue team was organized. On July 12, the team went to
the west side of Changjiang Avenue to repair and strengthen
the dam. Subsequently, the 71st Group Army of the Chinese
People's Liberation Army hurried over to Jiujiang City to bolster
flood defenses. The Company sent daily necessities to show
condolences and gratitude.

In order to implement the requirements of the provincial
party committee, municipal party committee and the party
working committee of the development zone on carrying
out the initiative named “Walking Together on the Road of
Revitalization: Joint Efforts from Enterprises and Villages”,
Jiangsu L&M Chemical teamed up with Zhoujiagiao Village
in Bixi to provide funds for constructing roads and improving
infrastructure in rural areas, and to jointly set up a new
development model for village enterprises. Jiangxi L&M
Chemical donated to Quansheng Village, Henglishan Town in
2020 to help improve its quality of living, implement targeted
poverty alleviation measures on industry development, and
construct new rural villages, so as to lift people out of poverty
and help them accumulate wealth as soon as possible. In
December 2020, the Company donated poverty alleviation
funds to Kaiyuan Village in Fanzhen for environmental
improvement.

67

Annual Report 2020 F#

STPRIE XL T1E20206F 7 AfhEErh
@ NS RIEEHAR - EEFRELS
ET o MIERY T NBKIEAER
BIfE =gt/ N - WARKRAR ST T
BB ESZEERK - 7A12B A&
RIIKEARPEITEE - NER
BB PRARBHREREET
EEFEHFHNATIHEAIUL - A F]
KETHEEME VT RUARE B

TZBRARI BB EN X EIR
FRK |1TEEHZBESK - IHEXE
THEBRARBN - BYPRMNE
¥ HERMRE - LEN IR
BRI o JIFAE XL TH2020%F A
L2 BT IR - R A
BEEN AN IERR - BEREEEER
RN ER - ERERPERE
EWE  ARHR2020F 12 Ah M
HIEFAR BN BREXEES AR

BB o



LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Environmental, Social and Governance Report
RIE - tERERKRE

Attached is a photo of the opening ceremony of the Joint MEAEAREARBNBERER
Construction Project in Zhoujiagiao Village, Changshu. RBER -

In order to support the development of education in Ruichang RTIZERETHEFERRE -
City, the Company actively responded to the “Offering Timely 2020F 11 A ARITER O fEl <P 248
Help, Passing Love” initiative to care for the growth and B BEELIBEEZRERNRE
development of children living in poverty-stricken areas in BEXRARGEER  BERE
November 2020, by purchasing and donating 300 gift bags to [ B0 86130010 - EMGImET™
poor primary and secondary school students in Ruichang City. BRFNEE o

68



In July 2020, Jiangxi L&M Chemical welcomed top students
from Ruichang Fourth Middle School for a site visit of the
company, which was organized by the Ruichang Education
Bureau. Building on the students’ prior chemical knowledge
and experiments they had done, this site visit allowed students
to have a better understanding of the industrialized production
of chemicals and of chemical enterprises, so that they would
grow up to love chemistry and aspire to join and build
the industry in the future. Meanwhile, the visit also helped
everyone understand that chemistry is inseparable from our
everyday lives, for chemical products make our lives easier.

The Group sponsored a football team under the name of
Lee & Man, which was a participant in the Premier League
matches hosted by the Hong Kong Football Association. Lee
& Man Football Club aims to promote the development of
local football, so that young professional players can have the
opportunity to play and gain experience. At the same time,
Lee & Man Football Club takes the training of local young
football players as its own responsibility and provides suitable
training programs to them. In 2020, Lee & Man Football Club
continued to deliver good results and ranked up in the League.
Many members of the team were also selected to join the
Hong Kong Football Representative Team, bringing in some
new blood into Hong Kong football.
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Profile of Directors and Senior Management

BEENSNREEEBEHN

EXECUTIVE DIRECTOR

Ms. WAI Siu Kee, aged 76, Chairman of the Group who joined the
Group since its establishment in 1976. Ms. Wai has more than 55
years of experience in the manufacturing industry. She is responsible
for the development of corporate strategies, corporate planning and
overall management of the Group and in particular the marketing and
development of the business of the Group. Ms. Wai is the honorary
permanent president of the Hong Kong Baptist University Foundation. Ms.
Wai is the mother of Mr. Lee Man Yan, the Executive Director and Chief
Executive Officer of the Group.

Mr. LEE Man Yan, aged 43, the member of Chinese People’s Political
Consultative Committee of Jiangxi and Chief Executive Officer of the
Group. He joined the Group in 2000. Mr. Lee is in charge of the
corporate and strategic planning of the Group, and is responsible for
the management operations, procurement of mechanical materials,
staff management and public relations in the PRC of the business.
He graduated from the University of British Columbia, Canada with a
Bachelor's Degree in Commerce. Mr. Lee was awarded Young Industrialist
Award of Hong Kong 2013 and Young Entrepreneur Award 2013. He is
appointed as member of the Departmental Advisory Committee for the
Department of Chemistry of City University of Hong Kong and Committee
Member of Hong Kong Young Industrialists Council. Mr. Lee is a son of Ms.
Wai Siu Kee, the Group's Chairman.

Professor CHAN Albert Sun Chi, aged 70, CPPCC National Committee,
JP, an Executive Director and Chief Strategist of the Group. He joined
the Group in 2016. He is a world-renowned organic chemist, Member
of the Chinese Academy of Sciences and President Emeritus of Hong
Kong Baptist University. He is responsible for the planning of the Group's
overall business and long term strategies, formulating new product
development directions, leading the Group's research and development
team for enhancement of scientific research technology, commercializing
its research results and introducing new products into the market.
Professor Chan received his bachelor degree from International Christian
University in Japan in 1975 and his MSc and PhD degrees from the
University of Chicago respectively in 1976 and 1979. Upon graduation
from the University of Chicago, he started an industrial career at the
Monsanto Corporate Research Laboratories where he had worked for
13 years, rising through the ranks of Senior Research Chemist, Research
Specialist, Senior Research Specialist and finally Monsanto Fellow. Since
joining the Hong Kong Polytechnic University in 1994, Professor Chan
had served as Chair Professor and Head of the Department of Applied
Biology and Chemical Technology, Dean of the Faculty of Applied Science
and Textiles, and Vice President (Research Development). He was the
4th President and Vice-Chancellor of Hong Kong Baptist University in
2010-2015. Professor Chan's research areas include the application of
chiral catalysts in asymmetric syntheses and their industrial applications,
development of pharmaceutical products and related processes,
pharmaceutical and nutritional products based on Chinese medicines,
new organic chemical processes and their industrial applications, research
and industrial applications of green sciences, novel material discovery
and development, etc. Elected as Member of the Chinese Academy of
Sciences in 2001, Professor Chan has received numerous prestigious
awards including State Natural Science Award of China (second class),
Lectureship Award by The Society of Synthetic Organic Chemistry, Japan
and Invitation Fellowship of Japan Society for the Promotion of Science.
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Mr. YANG Zuo Ning, aged 59, an Executive Director of the Group and
General Manager of Jiangxi Lee & Man Chemical Limited. He joined
the Group in 2006. He is a national acclaimed senior engineer and
has 38 years of production experience in chlor-alkali industries. He is
responsible for the strategic planning, general management and advisory
of production engineering to the Group.

INDEPENDENT NON-EXECUTIVE DIRECTOR

Mr. WONG Kai Tung, Tony, aged 78, an Independent Non-Executive
Director of the Group. He has been a practicing lawyer in Hong Kong
since 1968 and has also been admitted as a solicitor in England and
Wales. He is currently a consultant at Messrs. Hastings & Co., Solicitors
and Notaries. He is also an independent non-executive director of Lee &
Man Paper Manufacturing Limited (Stock Code: 2314).

Mr. WAN Chi Keung, Aaron 585 Jp, aged 71, an Independent Non-
Executive Director of the Group. He holds a Master's Degree in Business
Administration of the Chinese University of Hong Kong and a Master's
Degree in Buddhist Studies of the University of Hong Kong. He is also
an associate of the Institution of Business Agents, a member of the Land
Institute (London), an associate of the Chartered Institute of Arbitrators,
a fellow of The Institute of Administrative Accounting and a fellow of The
Royal Institution of Chartered Surveyors. He is engaged in the business
of property and chattel valuation and auction and has over 37 years of
related experience. Mr. Wan serves as an independent non-executive
director in CNC Holdings Limited (Stock Code: 8356) and Universe
Printshop Holdings Limited (Stock Code: 8448).

Mr. HENG Victor Ja Wei, aged 43, an Independent Non-Executive
Director of the Group. He is a partner of Morison Heng, Certified Public
Accountants. He holds a Master of Science Degree of the Imperial
College of Science, Technology and Medicine, the University of London.
He is a fellow of The Association of Chartered Certified Accountants and
member of The Hong Kong Institute of Certified Public Accountants. Mr.
Heng serves as an independent non-executive director in Matrix Holdings
Limited (Stock Code: 1005), Veson Holdings Limited (previously known
as SCUD Group Limited) (Stock Code: 1399) and Best Food Holding
Company Limited (Stock Code: 1488). He also serves as the company
secretary and authorized representative of China Life Insurance Company
Limited (Stock Code: 2628).
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Profile of Directors and Senior Management

BEENSNREEEBEHN

SENIOR MANAGEMENT

Mr. LAM Hiu Fung, aged 50, Financial Controller of the Group. He
joined the Group in 2005 and has 27 years of experience in financial
management. He holds a Bachelor's Degree in Accountancy from City
University of Hong Kong and a Master's Degree in International Business
from the Chinese University of Hong Kong. He is a fellow member of
the Association of Chartered Certified Accountants and an associate
member of the Hong Kong Institute of Certified Public Accountants. He
is responsible for the supervision on the financial matters, tax issues and
general management.

Mr. XIA Xu Dong, aged 46, Deputy General Manager of Jiangsu Lee &
Man Chemical Limited. He joined the Group in 2006 and has 24 years
of production experience in chlor-alkali industries. He is responsible for
the supervision and general management of production of Jiangsu Lee &
Man Chemical Limited.

Dr. TSE Man Kin, aged 49, Executive Dean of Research & Development
of the Group and General Manager of Zhuhai Lee & Man Materials
Science Company Limited. He joined the Group in 2008 and has 26
years of experience in chemical research and research management. He
holds a PhD in Chemistry from the Chinese University of Hong Kong and
is a member of the American Chemical Society. He is responsible for the
research and development of the Group and general management of
Zhuhai Lee & Man Materials Science Company Limited.

Mr. WU Zeng Long, aged 51, Deputy General Manager of Jiangsu Lee
& Man Chemical Limited. He joined the Group in 2007 and has 28 years
of experience in sales, marketing and business development. He holds a
Bachelor's Degree in Applied Chemistry. He is responsible for sales and
logistics activities of Jiangsu Lee & Man Chemical Limited.

Mr. WAI Hiu Yu, aged 35, Deputy General Manager of Jiangxi Lee &
Man Chemical Limited. He joined the Group in 2008 and has 12 years of
management experience in manufacturing industry. He holds a Bachelor's
Degree in Engineering from The University of British Columbia, Canada.
He is responsible for developing of Jiangxi Lee & Man Chemical Limited
sales strategies, exploring potential markets and logistics management.

Mr. CHEAH Ming Huat, aged 48, Deputy General Manager of Jiangxi
Lee & Man Chemical Limited. He joined the Group in 2011 and has 23
years of experience in financial management. He is a fellow member
of the Association of Chartered Certified Accountants and chartered
accountant of Malaysian Institute of Accountants. He is responsible for
the supervision on the financial matters, treasury management, internal
control, tax issues and general management.
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Mr. DING Yao, aged 36, Deputy General Manager of Jiangxi Lee &
Man Chemical Limited. He joined the Group in 2008 and has 13 years
of production engineering experience in refined chemicals and chlor-
alkali industries. He is responsible for the production of fluorochemical
and chlor-alkali chemical and general management of Jiangxi Lee & Man
Chemical Limited.

Mr. QIU Yi Lin, aged 48, Deputy General Manager of Jiangxi Lee &
Man Chemical Limited. He joined the Group in 2006. He acquired
qualification of mechanical engineer in 2003 and has 24 years of
management experience in power station and electrical and mechanical
equipment. He is responsible for the operation and general management
of power station as well as facility maintenance of Jiangxi Lee & Man
Chemical Limited.

Mr. WONG Hon Ho, aged 46, Director of Information Technology of
the Group. He joined the Group in 2008 and has 24 years of experience
in strategic planning of information technology. He holds a Bachelor's
Degree in Engineering and a Master's Degree in Philosophy from The
University of Hong Kong. He is responsible for the strategic planning and
execution of information technology related matters of the Group.

Mr. SHU Dong, aged 38, Director of Procurement of the Group. He
joined the Group in 2006 and has 15 years of experience in chemical
production and supply chain management. He has a bachelor's degree
in chemical engineering from Anhui University. He is responsible for the
management of the Procurement Department of the Group.

COMPANY SECRETARY

Mr. HO Chun Ho Jason, aged 33, Company Secretary of the Group.
He joined the Group as the assistant financial controller in 2018 and
is appointed as the company secretary of the Group in 2020. He is
a member of the Hong Kong Institute of Certified Public Accountants,
with over 10 years of experience in auditing, accounting and financial
management. He has a bachelor's degree of business administration in
professional accounting from the Hong Kong University of Science and
Technology. He is responsible for the treasury management, accounting
and company secretarial matters of the Group.
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Directors’ Report
EEERE

The directors present their annual report and the audited consolidated
financial statements of the Company for the year ended 31 December
2020.

PRINCIPAL ACTIVITIES

The Company is an investment holding company and the Group is
principally engaged in the manufacture and sale of chemical products.

The principal activities of its principal subsidiaries are set out in Note 40
to the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2020
are set out in the consolidated statement of profit or loss and other
comprehensive income on page 93.

An interim dividend of HK7.5 cents per share amounting to
HK$61,875,000 in aggregate was paid to the shareholders during the
year.

The directors now recommend the payment of a final dividend of
HK16.5 cents per share to the shareholders whose names appear on the
register of members on 11 May 2021, amounting to HK$136,125,000
in total, subject to the approval of the shareholders at the forthcoming
annual general meeting.

DISTRIBUTABLE RESERVES

As at 31 December 2020, the Company's reserves available for
distribution to shareholders represented the aggregation of the
share premium and retained profits of HK$1,630,914,000 (2019:
HK$955,465,000).

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for
the last five financial years is set out on page 195.
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DIRECTORS

The directors of the Company during the year and up to the date of this
report were:

Executive directors

Ms. Wai Siu Kee (Chairman)

Mr. Lee Man Yan (Chief Executive Officer)
Professor Chan Albert Sun Chi

Mr. Yang Zuo Ning

Independent non-executive directors

Mr. Wong Kai Tung, Tony
Mr. Wan Chi Keung, Aaron 88s Jp
Mr. Heng Victor Ja Wei

The Company has received, from each of the independent non-executive
directors, an annual confirmation of his independence pursuant to
Rule 3.13 of the Listing Rules. The Company considers all of the
independent non-executive directors are independent.

In accordance with the provisions of the Company's Articles of Association,
Mr. Yang Zuo Ning and Mr. Wan Chi Keung, Aaron will retire at the
forthcoming annual general meeting and being eligible, will offer
themselves for re-election.

DIRECTORS’ SERVICE CONTRACTS

All Independent non-executive Directors entered into service contracts
with the Company, for a term of approximately one year, commencing
upon conclusion of the AGM of the year of signing and ending at the
next annual general meeting of the Company but, in any event, no later
than 30 June to the following year of signing.

None of the Directors of the Company who are proposed for re-election
at the forthcoming annual general meeting has a service contract with
the Company not terminable by the Company within one year without
payment of compensation (other than statutory compensation).
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Directors’ Report
ESTHRE

DIRECTORS’ INTERESTS IN SHARES AND UNDERLYING
SHARES

At 31 December 2020, the interests and short positions of directors
and chief executives of the Company and their associates in the shares
and underlying shares of the Company and its associated corporations
(within the meaning of Part XV of the Securities and Future Ordinance
(the "SFO")) which have been notified of 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, 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 Issuers
(the “Model Code") of the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”) were as follows:

(a) Long positions in shares of the Company

Ordinary shares of HK$0.10 each of the Company

ESRRORMERRED Sz #Em

MR2020F12A318 * ARBZEERES
TTHAB RS B8 ARA R T R EAGH
ZE(EEREBESLBAEGA(BHFRAE K
Bl 1) EXVER) MRk MAERE R LS - A IAE
RIEFESH L HEEMEXVESE7 8D EFE &
SRR REEBEZHMERAE ([HAZ
FrD) B BRERSAR - kB R IRIEE
S RAIEGRAIEISIGEFTE 2 BEM - B2
RIEE R ES EMAMN EWmRAD 2 £
MARESETBESFRH2EEFRI([1ZAE
SPRI D AMEe AR AT R AT 2 SRR R
T~

(@) RAEDIRBZHR
A RAERO.10B T2 EER

Percentage of the

Number of issued issued share capital

Name of director Capacity ordinary shares held of the Company

BT ERDRE BT

EEpA B4 EEREE RAE 7L

Mr. Lee Man Yan Beneficial owner 536,250,000 65%
FXREE BEHEAA

(b) Share options (b) EBRHE

Number of ordinary Percentage of the

shares subject to  issued share capital

Name of director Capacity options granted of the Company

R E EARARE BT

EEpE 56 g REEBRER e =

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

FNREE BEmEAA

Other than disclosed above, none of the directors or the chief executive,
or any of their associates, had any interests or short positions in any
shares and underlying shares 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
register referred to therein or which were required, pursuant to the Model
Code, to be notified to the Company and the Stock Exchange.

76

B EXAERESN  BEEERNESTRAR
BRACE A S YNNN/NCIEE SR Ok 7N
ZB I AR T - BERBESMPE
RPIEXVERSF 7 80 #RC A& AR A Je B X
P~ SARIRE 75 R E RIS 352 1A S ER
ZIGEDIFE 2 B M - ARBRE T RIZAH
SARRNB R AR R IAR -



SHARE OPTIONS

A share option scheme was adopted by the Company on 14 July 2017,
under which the directors or the chief executive of the Company or
their associates may be granted options to subscribe for shares in the
Company.

Unless approved by the shareholders, the total number of shares issued
and to be issued upon exercise of all outstanding options granted under
the share option scheme of the Company (including both exercised and
outstanding options) to each participant in any twelve months period
must not exceed 1% of the shares in issue for the time being.

In addition, any share options to a substantial shareholder and/or an
independent non-executive Director of the Company or any of their
respective associates, and where the total number of shares issued and
to be issued upon exercise of all options granted or to be granted to such
person in any 12-month period exceed 0.1% of the Company's shares
in issue and with an aggregate value (based on the closing price of the
shares on the date of grant) in excess of HK$5 million, are subject to the
Company's shareholders’ approval in general meeting.

As at the date of this report, the Company has 82,500,000 share options
outstanding under the Share Option Scheme, representing approximately
10% of the shares of the Company in issue.

Details of the share option scheme and movement of the share options
during the year are set out in Note 34 to the consolidated financial
statements.

ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

Other than the share option scheme disclosed above, at no time during
the year 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.
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Directors’ Report
ESTHRE

SUBSTANTIAL SHAREHOLDERS

At 31 December 2020, shareholders (other than directors and chief
executive 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 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 were as follows:

Long positions

Ordinary shares of HK$0.10 each of the Company

FERR

M2020F12A31H » BRE(ARFEZ LR
SITHRA BBRIN AR T 2 15 M AARERZ 5
o BEREES RHEERMIEXVEIE2 K3
DHERARRERE - KB LB TIIRIEFES
MHAEIENEIZ36KBRAARTFE 2 &M
ZREZRABIT
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Percentage of the

Number of issued issued share capital

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

RERHA B4 EERHE RABDL

Ms. Kwok Ching Yee Lorinda (Note)  Interest of Spouse 536,250,000 65%

WEFEL L (H77) [iRLEL

Dr. Lee Wan Keung Patrick Beneficial Owner 82,500,000 10%

FEREL EmBEBA

Note: Ms. Kwok Ching Yee Lorinda is the spouse of Mr. Lee Man Yan. She is deemed to be
interested in the Shares held by Mr. Lee Man Yan under the SFO.

Other than disclosed above, as at 31 December 2020, the Company
has not been notified by any persons (other than directors and chief
executives of the Company) who had interests or short positions in
the shares or underlying shares of the Company which would fall to be
disclosed to the Company under the provision 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.
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CONNECTED TRANSACTIONS
Related parties transactions

During the year ended 31 December 2020, the Company and its
subsidiaries (collectively, the “Group”) entered into certain transactions
with parties regarded as “related parties” under the applicable accounting
principles. Details of the related party transactions undertaken are set out
in Note 38 to the consolidated financial statements.

The following related parties transactions are also connected transaction
and continuing connected transactions under Chapter 14A of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”). The Company had complied with the
disclosure requirements of such connected transaction and continuing
connected transactions in accordance with Chapter 14A of the Listing
Rules at the relevant time.

Continuing connected transactions

The names of the parties to the discloseable continuing connected
transactions and connected transaction are as follows:

Jiangsu Chemical Jiangsu Lee & Man Chemical Limited, a wholly
foreign-owned enterprise established in the PRC
and an indirect wholly-owned subsidiary of the
Company

Jiangsu Paper Jiangsu Lee & Man Paper Manufacturing Company
Limited, a foreign investment enterprise established
in the PRC and an indirect wholly-owned
subsidiary of LMP

Jiangxi Chemical Jiangxi Lee & Man Chemical Limited, a wholly
foreign-owned enterprise established in the PRC
and an indirect wholly-owned subsidiary of the

Company
LMP Lee & Man Paper Manufacturing Limited, a
company incorporated in the Cayman Islands, the
shares of which are listed on the Stock Exchange
LMP Group LMP and its subsidiaries
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Details of the continuing connected transactions are set out below:
New Jiangsu Steam and Electricity Agreement

Date of agreement 28 March 2018

Parties (i)  Jiangsu Paper (as supplier)

(i) Jiangsu Chemical (as purchaser)

Nature of Jiangsu Paper will generate and supply steam and
transaction and  electricity to Jiangsu Chemical.
purpose

The electricity to be generated and supplied shall be
charged at RMB0.0684 (excluding VAT) per kWh. The
steam to be generated and supplied shall be charged
at RMB25.641 (excluding VAT) per ton measured by
Jiangsu Paper's meter.

Term of agreement 3 years commencing from 1 January 2018 up to and
including 31 December 2020
Annual caps For the year ended 31 December 2018:

RMB80,000,000

For the year ended 31 December 2019:
RMB80,000,000

For the year ended 31 December 2020:
RMB80,000,000

The actual transaction amount for the year ended 31 December 2020
was RMB64,674,000.
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New Jiangxi Steam and Electricity Agreement

Date of agreement

Parties

Nature of transaction
and purpose

Term of agreement

Annual caps

28 March 2018
(i) Jiangxi Chemical (as supplier)
(i) LMP (as purchaser)

Jiangxi Chemical will generate and supply steam and
electricity to LMP (or any other member of the LMP
Group).

The electricity to be generated and supplied shall be
charged at RMB0.0684 (excluding VAT) per kWh. The
steam to be generated and supplied shall be charged
at RMB25.641 (excluding VAT) per ton measured by
Jiangxi Chemical's meter.

3 years commencing from 1 January 2018 up to and
including 31 December 2020
For the year ended 31 December 2018:

RMB90,000,000

For the year ended 31 December 2019:
RMB90,000,000

For the year ended 31 December 2020:
RMB90,000,000

The actual transaction amount for the year ended 31 December 2020

was RMB68,413,000.
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New Jiangsu Lease Agreement

Date of agreement 28 March 2018

Parties (i)  Jiangsu Paper (as lessor)
(i) Jiangsu Chemical (as lessee)

Nature of transaction Jiangsu Paper (as lessor) will lease to Jiangsu Chemical

and purpose (as lessee) certain properties located at Lee & Man

Road, Yan Jiang Industrial Park, Changshu Economic
Development Zone, Jiangsu Province, the PRC. Such

properties comprise:

1)  third floor office space (at a monthly rate of
RMB7,520)

2)  staff quarters (at a monthly rate of RMB581 per
room)

3) guestrooms (to be determined based on actual

daily usage at a daily rate of RMB36 per room)

Term of agreement 3 years commencing from 1 January 2018 up to and
including 31 December 2020

Annual caps For the year ended 31 December 2018: RMB5,000,000
For the year ended 31 December 2019: RMB5,000,000
For the year ended 31 December 2020: RMB5,000,000

The actual transaction amount for the year ended 31 December 2020
was RMB1,631,000.
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New Jiangxi Lease Agreement

Date of agreement 28 March 2018

Parties (i) Jiangxi Chemical (as lessor)
(i)  LMP (as lessee)

Nature of transaction Jiangxi Chemical (as lessor) will lease to LMP (or any

and purpose other member of the LMP Group) (as lessee) certain

properties located at Ma Tou Industrial City, Ma Tou
Town, Rui Chang City, Jiangxi Province, the PRC. Such
properties comprise:
1) staff quarters (at a monthly rate ranging from

RMB581 to RMB1,566 per room)

2) guestrooms (to be determined based on actual
daily usage at a daily rate of RMB36 per room).

Term of agreement 3 years commencing from 1 January 2018 up to and
including 31 December 2020

Annual caps For the year ended 31 December 2018: RMB5,000,000

For the year ended 31 December 2019: RMB5,000,000

For the year ended 31 December 2020: RMB5,000,000

The actual transaction amount for the year ended 31 December 2020
was RMB1,878,000.
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New Chemicals Purchase Agreement

Date of agreement

Parties

Nature of transaction
and purpose

Term of agreement

Annual caps

28 March 2018
(i)  LMP (as purchaser)
(iiy  the Group (as supplier)

LMP (or any other member of the LMP Group) will
purchase various industrial chemical products from the
Group (or any other member of the Group) at a price
based on the prevailing market price per ton at the time
an order is placed.

The Group will be responsible for the transportation of
the industrial chemical products to the LMP Group while
the transportation costs will be borne by the LMP Group.

There is no minimum amount of industrial chemical
products required to be purchased by the LMP Group.

3 years commencing from 1 January 2018 up to and
including 31 December 2020
For the year ended 31 December 2018:

RMB110,000,000

For the year ended 31 December 2019:
RMB110,000,000

For the year ended 31 December 2020:
RMB120,000,000

The actual transaction amount for the year ended 31 December 2020
was RMB112,156,000.
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LMP and its subsidiaries is a group beneficially owned and controlled
by the family members of Mr. Lee Man Yan, the ultimate controlling
shareholder of the Company. The above transactions constitute
continuing connected transactions of the Company accordingly.

For further details of the above transactions and annual caps, please refer
to the joint announcements of the Company and LMP dated 28 March
2018 and 4 December 2020.

In accordance with Rule 14A.55 of the Listing Rules, the independent
non-executive directors of the Company reviewed the continuing
connected transactions disclosed in this report and confirmed that the
transactions were entered into:

(i) inthe ordinary and usual course of business of the Group;
(i) on normal commercial terms or better; and

(iif) according to the relevant agreement governing them on terms that
are fair and reasonable and in the interests of the shareholders of
the Company as a whole.

Pursuant to Rule 14A.56 of the Listing Rules, the Company's auditor was
engaged to report on the Group's continuing connected transactions in
accordance with Hong Kong Standard on Assurance Engagements 3000
(Revised) “Assurance Engagements Other Than Audits or Reviews of
Historical Financial Information” and with reference to Practice Note 740
“Auditor’s Letter on Continuing Connected Transactions under the Hong
Kong Listing Rules” issued by the Hong Kong Institute of Certified Public
Accountants. The auditor has issued a letter to the Company's directors
confirming nothing has come to the auditor's attention that causes the
auditor to believe that the continuing connected transactions disclosed in
this report:

(i) have not been approved by the Company’s board of directors;
(i) for transactions involving the provision of goods or services by
the Group, the transactions were not, in all material respects, in

accordance with the pricing policies of the Company;

(i) were not entered into, in all material respects, in accordance with
the relevant agreements governing such transactions; or

(iv) have exceeded the annual cap as set by the Company.
Save as disclosed above, there were no other transactions which need

to be disclosed as connected transactions in accordance with the
requirements of the Listing Rules.
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DIRECTORS’ INTERESTS IN TRANSACTIONS, ARRANGEMENTS
AND CONTRACTS OF SIGNIFICANCE

Other than as disclosed under the heading “Connected transactions”,
no transactions, arrangements and contracts of significance to which
the Company or subsidiaries was a party and in which a director or a
connected entity of a director of the Company had a material interest,
whether directly and indirectly, subsisted at the end of the year or at any
time during the year.

BUSINESS REVIEW AND PERFORMANCE

A review and outlook of the business of the Company and a discussion
and analysis of the Group's performance during the year and the material
factors underlying its results and financial position are provided in the
Chairman’s Statement and Management Discussion and Analysis sections
respectively from pages 4 to 5 and pages 6 to 9 of this Annual Report.

KEY RISKS AND UNCERTAINTIES

The key risks and uncertainties facing the Company as required to be
disclosed pursuant to the Companies Ordinance (Chapter 622 of the
laws of Hong Kong) are disclosed in Management Discussion and
Analysis pages 6 to 9 of this Annual Report.

GROUP’S ENVIRONMENTAL POLICIES

The Group commits to environmental protection and adopts various
measures to ensure its duties of protecting the environment. The
Company has established HSE department, filled with well qualified
personnel, to continually follow-up on relevant environment-related laws
and provisions, and to ensure that all departments within the Company
comply these regulations without any violation. Particulars of the Group's
environmental policies and performance are set out in the Environmental,
Social and Governance Report on pages 23 to 69 of this Annual Report.

MAIJOR CUSTOMERS AND SUPPLIERS

During the year, the aggregate sales attributable to the Group's five
largest customers were less than 309% of total turnover.

The aggregate purchases during the year attributable to the Group's five
largest suppliers were approximately 45% of the Group's total purchases
and the purchases attributable to the Group's largest supplier were
approximately 28% of the Group's total purchases.

None of the directors, their associates or any shareholders 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 customers of the Group.
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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.

PRE-EMPTIVE RIGHTS

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

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up by the
Remuneration Committee on the basis of their merit, qualifications and
competence.

The emoluments of the directors of the Company are decided by the
Remuneration Committee, having regard to the Company's operating
results, individual performance and comparable market statistics.

The Company has adopted a share option scheme as an incentive to
directors and eligible employees. Details of the scheme are set out in
Note 34 to the consolidated financial statements.

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 December 2020
and as at the date of this report.

PERMITTED INDEMNITY PROVISION

The Company has arranged for appropriate insurance cover for Directors’
and officers' liabilities in respect of legal actions against its Directors and
senior management arising out of corporate activities. The permitted
indemnity provision is in force for the benefit of the Directors as required
by the provisions of the Companies Ordinance (Chapter 622 of the Laws
of Hong Kong).

AUDITOR

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

On behalf of the Board

Wai Siu Kee
Chairman
Hong Kong, 2 March 2021
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Deloitte

TO THE SHAREHOLDERS OF
LEE & MAN CHEMICAL COMPANY LIMITED
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Lee & Man
Chemical Company Limited (the “Company”) and its subsidiaries
(collectively referred to as “the Group”) set out on pages 93 to 194,
which comprise the consolidated statement of financial position as at
31 December 2020, and the consolidated statement of profit or loss
and other comprehensive income, consolidated statement of changes in
equity and consolidated statement of cash flows for the year then ended,
and notes to the consolidated financial statements, including a summary
of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2020, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards ("HKFRSs") issued by the Hong
Kong Institute of Certified Public Accountants ("HKICPA") and have been
properly prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing ("HKSAs") issued by the HKICPA. Our responsibilities under
those standards are further described in the Auditor's Responsibilities for
the Audit of the Consolidated Financial Statements section of our report.
We are independent of the Group in accordance with the HKICPA's Code
of Ethics for Professional Accountants (“the Code™), and we have fulfilled
our other ethical responsibilities in accordance with the Code. We believe
that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

KEY AUDIT MATTER

Key audit matter is those matters that, in our professional judgment, was
of most significance in our audit of the consolidated financial statements
of the current period. This matter was addressed in the context of our
audit of the consolidated financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion on this
matter.
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KEY AUDIT MATTER (CONTINUED)

Key audit matter
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How our audit addressed the key audit matter

REFNARERARERER

Valuation of the intangible assets for technical knowhow and property, plant and equipment for

manufacturing a chemical product (the “Project”)
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We identified the valuation of the intangible assets and
property, plant and equipment for the Project as a key audit
matter due to significant estimation uncertainty involved in
the determination of the recoverable amount of the cash
generating unit (“CGU") of the Project.
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As detailed in Notes 4 and 18 to the consolidated financial
statements, for the purpose of the impairment assessment,
the carrying amounts of intangible assets and property,
plant and equipment amounted to HK$97,964,000 and
HK$107,166,000, respectively, as at 31 December 2020.
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The management of the Group performed impairment
assessment and concluded that no impairment loss was
recognised for the CGU. This impairment assessment was
based on a value in use calculation that required significant
estimation with respect to the underlying discounted cash
flow model.

BB ERENRR SESEBCETRENE - WELE
BHERRMEREE - ZWREMEENEREENE - FE2Y
HEAR SR E MR T EITERMAGT -

Our procedures in relation to the impairment assessment
on the intangible assets and property, plant and equipment
relating to the Project included:
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«  Understanding the Group’s impairment assessment
process, including the valuation model adopted and
key assumptions made by the management;
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Evaluating the appropriateness of the model used to
calculate the value in use;

AHERARFTEEREEZEA 2AEM

Evaluating the reasonableness of the key assumption
including discount rate, terminal growth rate, budgeted
sales and gross margin of the CGU in the discounted
cash flow model prepared and endorsed by the board
of directors by considering the historical results of the
CGU, the approved financial budgets and the available
industry and market data;
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Evaluating the historical accuracy of the financial
budgets prepared by management by comparing the
historical financial budgets with the actual performance
and understanding the causes for any significant
variances;
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Evaluating the reasonableness of, and recalculating, the
sensitivity analysis prepared by the management and
assessing the impact on value in use of the CGU;
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Checking the mathematical accuracy of the value in use
calculation; and

mEEREEEERE &

Evaluating the competence and objectivity of the
independent qualified professional valuer and obtaining
an understanding of the valuer's scope of work and
the terms of engagement and engaging our internal
valuation specialists to assess the appropriateness of
the valuation methodology and discount rate adopted.
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Independent Auditor’s Report
BY XA RS

OTHER INFORMATION

The directors of the Company are responsible for the other information.
The other information comprises the information included in the annual
report, but does not include the consolidated financial statements and
our auditor's report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit
or otherwise appears to be materially misstated. If, based on the work
we have performed, we conclude that there is a material misstatement
of this other information, we are required to report that fact. We have
nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS AND THOSE CHARGED
WITH GOVERNANCE FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA and the disclosure
requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group's ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the directors either
intend to liquidate the Group or to cease operations, or have no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the
Group's financial reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor's
report that includes our opinion solely to you, as a body, in accordance
with our agreed terms of engagement, and for no other purpose. We do
not assume responsibility towards or accept liability to any other person
for the contents of this report. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance
with HKSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these
consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional
judgment and maintain professional skepticism throughout the audit. We
also:

« Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

«  Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Group's internal control.

«  Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.

«  Conclude on the appropriateness of the directors’ use of the going
concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group's ability
to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained
up to the date of our auditor's report. However, future events or
conditions may cause the Group to cease to continue as a going
concem.
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Independent Auditor’s Report
BY XA RS

AUDITOR'’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

. Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

«  Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the
group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control that
we identify during our audit.

We also provide those charged with governance with a statement
that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence,
and where applicable, actions taken to eliminate threats or safeguards
applied.

From the matters communicated with those charged with governance,
we determine those matters that were of most significance in the audit
of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure about
the matter or when, in extremely rare circumstances, we determine that
a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh
the public interest benefits of such communication.

The engagement partner on the audit resulting in the independent
auditor’s report is Gladys Fung Suet Ngan.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

2 March 2021

92

BB EZ GRS M BRRARNEE
(&)

« FHEGAMBHmROEBRIIHSN &
BHIAT  BRRE  UREEVBR
REBRFRMRRZHIER -

- B BEENEBRRERTINYEE
BERER - HENEZEE  UEY
REVBERRERER - XTAERK
B EENRTEEEZ - NMTAEX
ERAERTEME-

ATHE BERAAEEARARRRE BT
BAENEREE  REZH  EAERHE
RE - SRATESEZTHEA L AEER
ERIERERPE

AiTME BEARAEERABRRER
HARTENEBERBLENHEERER
E3x 0 WERMFISBAAEAEMERRE
FENTEIMNAAREMEMER - L
REBROBERT » RBREE MR ZTT
EUE AL ey

e BEARAEEARABRBBNEERT
AITHEE ML ZHEAMRS W BHREINE
BRRREE  AMBEKEREZER - A17
EZHBMBE R RHAGELEER - RIDERE
BARFARBBEELER  EHRRFR
WERT  IMREEFEHMERTRETER
XEHERNAAERRBEEENRRA
@ AMTREMNEERETBEZER -

HERB Y ZBERENEZRBEBAR

\ == X
ISEEE °

=E e BEMR S EETEIT
HEDEED

BB

202143 A2H



Annual Report 2020 F#

Consolidated Statement of Profit or Loss and Other Comprehensive Income
GEeBEEREMZEHBER

For the year ended 31 December 2020 #Z=2020F12A31HIEFE

2020 2019
Notes HK$'000 HK$'000
Mzt FHET FHETT
Revenue WA 586 3,099,685 3,476,571
Cost of sales SHEM A (1,968,153)  (2,090,457)
Gross profit EH 1,131,532 1,386,114
Other income HA A 7 96,983 119,402
Other gains and losses H oAbl & &8 8 237 (408)
Selling and distribution costs SHE R SHA AR (201,218) (214,988)
General and administrative expenses THER (223,316) (213,088)
Research and development cost SRR (153,789) (138,538)
Finance costs R RN 10 (55,851) (77,755)
Net exchange gain (loss) i 5 F s (B518) 42,218 (9,938)
Share of (loss) profit of joint ventures FEME & & B (R ) &1 (8,505) 172
Share of loss of associates JE(GEE &R E1E (189) (58)
Profit before taxation B ER BT Al 628,102 850,915
Income tax expense FRiSHisz i 9 (125,474) (150,144)
Profit for the year FRER 10 502,628 700,771
Other comprehensive income (expense)  Hfth2EWH (X H)
ltems that will not be reclassified to BEETSE7HEE
profit or loss: B EE -
Exchange differences arising on translation R E i EE R E X Z5E 240,836 (88,567)
Share of other comprehensive JEIGE & R E b3
income (expense) of joint ventures and Hih2mEkas ()
associates 2,427 (838)
Other comprehensive income (expense) FRHE M2 EE (ZH)
for the year 243,263 (89,405)
Total comprehensive income for the year FRh2HEWEHSHALE 745,891 611,366
Earnings per share, basic and diluted BREMN - EXRES
(HK cents) (B 11 60.9 84.9
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Consolidated Statement of Financial Position

e IR R

At 31 December 2020 7 2020%12A831H

2020 2019
Notes HK$'000 HK$'000
Bt FHET FBT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment VI - B MR 5 4,537,826 4,083,068
Right-of-use assets FREEE 6 153,547 142,998
Intangible assets B EE 17 98,661 95,405
Deposits paid for the acquisition of property,  FEEWIZ - HE R&#E 2
plant and equipment =ANEIKA 55,053 76,644
Interests in joint ventures BEDE I ER 19 105,602 16,462
Interests in associates b2 7 iR 20 21,849 19,619
Loan to a joint venture BEDEZER 21 - 97,755
Deferred tax assets RIEFIAE 2 9 23,093 22,335
Goodwill [EES 22 2,793 2,622
4,998,424 4,556,908
CURRENT ASSETS RBEE
Inventories FE 23 504,455 550,384
Properties under development for sale HEERPYE 24 390,804 263,163
Trade and other receivables FEWE 5 & B 3RIE 25 296,074 290,527
Bills receivable JEMW R 134,289 156,105
Amount due from a joint venture JEULE S EERIA 21 14,966 14,120
Amount due from an associate JFE Ui B A 1 SE IR 2] 620 1,199
Amounts due from related companies JEULRAEB A )RR 26 16,492 16,138
Bank balances with restricted use PR AIERTTAE SR 27 36,038 30,253
Bank balances and cash RITER LIRS 27 386,645 216,151
1,780,383 1,538,040
CURRENT LIABILITIES nREEE
Trade and other payables FERTE 5 R E A FRIB 28 398,727 366,898
Bills payable NS 116,577 131,763
Contract liabilities BRBE 29 135,171 55,157
Amount due to a related company FERTRA:E A A KA 26 13,227 15,307
Taxation payable JERTHIE 49,423 85,677
Lease liabilities HEBE 30 2,384 1,850
Bank borrowings RITIERX 31 458,663 587,538
1,174,172 1,244,190
NET CURRENT ASSETS REBEEFE 606,211 293,850
TOTAL ASSETS LESS CURRENT LIABILITIES #AEERABHERE 5,604,635 4,850,758
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2020 2019
Notes HK$'000 HK$'000
it FHT FH&TT
NON-CURRENT LIABILITIES ERBAE
Contract liabilities AEHaE 29 - 9,877
Other payables FETE 7008 28 33,344 40,747
Deferred tax liabilities FELEFRTBEE 9 50,021 38,697
Lease liabilities HEAE 30 4,213 -
Bank borrowings RITER 31 1,073,493 910914
1,161,071 1,000,235
NET ASSETS EEFE 4,443,564 3,850,523
CAPITAL AND RESERVES BARRHE
Share capital [N 32 82,500 82,500
Reserves & 4,361,064 3,768,023
TOTAL EQUITY ERBE 4,443,564 3,850,523

The consolidated financial statements on pages 93 to 194 were
approved and authorised for issue by the Board of Directors on 2 March
2021 and are signed on its behalf by:

Wai Siu Kee

CHAIRMAN
E
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Consolidated Statement of Changes in Equity

For the year ended 31 December 2020 #Z2020F12A31HIEFE

Equity attributable to owners of the Company

OGN 1
Non- Safety Share
Share Share distributable fund  Translation options Special Other Accumulated
capital  premium  reserve  reserve  reseve  reserve  reserve reserve profits Total
BE  ROEE FUSRAE R2E0HF  ENRE BRERE  BIRE  HERE  2MER ag
Notes HK$'000 HK$'000 HK§'000 HK$'000 HK$'000 HK§'000 HK§ 000 HK$'000 HK$'000 HK$'000
Wit ABTn  EETn BB AMTn  BETr  B%Tn  BETr BETn BNTr BT
(Note i) (Note i) (Note ii)
(W) (i) (i)

At 1 January 2019 R01951818 82,500 20307 531,614 1213 (121,568) 47997 (97,362) (686) 3014708 3478723
Other comprehensive expense for the year FREMREXH - - - - (89405) - - - - (89405)
Profitfor the year ERjgf = = = - - - - - 700771 700771
Total comprehensive (expense) income for the year  FR2E (X ) HaHEE = = = - (89405) - - - 700771 611366
Cash diidends recognised as distbuton B#ZIREREDR 12 = = = = = = = - Q250 (272250)
Transfer to non-distributable reserve BT DR - - 82,598 - - - - - (825%) -
Appropriation of safety fund resenve BAR2ECHE - - - 19454 - - - - (19454 -
Utiisation of safety fund reserve BlR2EERE - - - (20,667) - - - - 20667 -
Recognition of equity-setiled share based payments  HZURGEE 27 34 - - - - - 32,684 - - - 32,684
At 31 December 2019 20195128318 82,500 20307 614,212 = (210973) 80,681 (97,362) (686) 3361844 3,850,523
Other comprehensive income for the year FREMZENS - - - - 243263 - - - - 243263
Profit for the year FRET - - - - - - - - 502628 502,628
Total comprehensive income for the year EREERREE = - - - 243263 - - - 500628 745891
Cash dividends recognised as distribution BRIZREREAK 12 - - - - - - - - (185625)  (185625)
Transfer to non-distributable reseve AR HRER - - 63,806 - - - - - (63806 -
Appropriation of safety fund resenve BAZ2ESHE - - - 17550 - - - - (17550 -
Utiisation of safety fund resenve BlER2ESRE - - - (17550 = = = = 175550 =
Recogniton of equity-setfled share based payments FARBEE 2 3 k2 - - - - - 0I5 - - - 32775
At 31 December 2020 120208128318 82,500 20,307 678,018 = 32290 113,456 (97.362) (686) 3615041 4443564

Notes: At

.

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 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 can be used to offset the previous years' losses,
if any. The non-distributable reserve is non-distributable other than upon liquidation.

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.

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

required to provide for safety reserve based on revenue. During the year ended 31
December 2020, the safety fund reserve provided has been fully utilised.
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Consolidated Statement of Cash Flows
mEHERER

For the year ended 31 December 2020 #Z=2020F12A31HIEFE

Annual Report 2020 F#

2020 2019
HK$°000 HK$'000
FTHET FHETT
OPERATING ACTIVITIES S E
Profit before taxation B AR BT Al 628,102 850,915
Adjustments for: HE
Depreciation of property, plant and equipment  #1% - BE L& EZIFTE 44,178 42,318
Depreciation of right-of-use assets EREEENE 4,379 4,395
Finance costs BERA 55,851 77,755
Amortisation of intangible assets BV ERE 2 BE 2,618 ES
Loss on termination of lease arrangements RIFTHERHHER - 152
Loss on disposal of property, plant and BREMHE - WERZEEX
equipment 789 3,998
Net gain from fair value changes of financial ~ RAFEFABZZ EREE
assets at fair value through profit or loss N EEE) OF W (1,026) (3,742)
Interest income FEUA (5,981) (4,890)
Share-based payment expense A& ST R IE R 2 32,775 32,684
Share of loss (profit) of joint ventures EliEE & ECRT)EE 8,505 (172)
Share of loss of associates JE(REE & R B 1E 189 58
Operating cash flows before movements LEECHPR CRERT
in working capital WemE 770,379 1,003,510
Decrease in inventories FERD 321,899 330,708
Increase in properties under development FEZERDYEEM
for sale (141,406) (117,321)
Increase in trade and other receivables FEWE 5 Fe Bt FRIAIE AN (17,894) (24,384)
Decrease (Increase) in bills receivable FEW = RR A (38 h0) 15,704 (43,085)
Increase in amounts due L B sE 1 B FRIEIE AN
from related companies (1,041) (4,023)
Increase (decrease) in trade and other payables JEff& 5 & H hFIEE iR d>) 21,903 (45,883)
(Decrease) increase in bills payable FEA =R Ok ) 35 0 (9,959) 47,386
Increase in contract liabilities B HBEIE N 74,351 14,344
(Decrease) increase in amounts due to JERTRAE R R FIB OB )3 N
related companies (1,479) 14,550
Cash generated from operations MEEIRASIRE 1,032,457 1,175,802
Income tax paid EERE (152,934) (165,632)
NET CASH FROM OPERATING ACTIVITIES K& EKHMEH L FHE 879,523 1,010,170
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Consolidated Statement of Cash Flows
MERERER

For the year ended 31 December 2020 #Z2020F12A31HIEFE

2020 2019
HK$°000 HK$'000
FET FAT
INVESTING ACTIVITIES REXHK
Purchase of property, plant and equipment BEYE  BEKRR (297,179) (425,661)
Deposits paid for acquisition of property, BEYWE BERRBZEMNTR
plant and equipment (181,329) (221,522)
Placement of bank balances with restricted use ¥[8 $I§R 1745 84 (7,.180) (19,123)
Capital injection into an associate M DI E (1,095) (1,588)
Repayment from an associate R 2B 611 =
Net proceeds from disposal of financial assets &R AT EFABRZ EREE
at fair value through profit or loss FTiSsRIE 558 1,026 3,742
Proceeds from disposal of property, BREME - WERZETEHIE
plant and equipment 1,769 842
Interest received BUFE 5,981 4,890
NET CASH USED IN INVESTING ACTIVITIES REXKATARESTFE (477,396) (658,420)
FINANCING ACTIVITIES eSS
Repayment of bank borrowings EBRITENR (702,001)  (1,345,479)
Dividends paid ERE (185,625) (272,250)
Interest paid EAFLE (58,442) (77,755)
Repayment of lease liabilities EEHEaE (2,203) (3,195)
Bank borrowings raised ERBITIER 694,328 979,457
NET CASH USED IN FINANCING ACTIVITIES RiEXEFrAR L TE (253,943) (719,222)
NET INCREASE (DECREASE) IN CASH ReERRSEEYWEMCEHD)
AND CASH EQUIVALENTS 148,184 (367,472)
CASH AND CASH EQUIVALENTS AT FHZRERAELEEY
BEGINNING OF THE YEAR 216,151 581,944
EFFECT OF CHANGES IN FOREIGN ERg5 8
EXCHANGE RATE 22,310 1,679
CASH AND CASH EQUIVALENTS AT END FRZESRRESEEY
OF THE YEAR, represented by bank BISRITHRBRERAS
balances and cash 386,645 216,151
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Notes to the Consolidated Financial Statements
e RS ERER MR

For the year ended 31 December 2020 #Z=2020F12A31HIEFE

GENERAL

The Company is a limited liability company incorporated in the
Cayman Islands and its shares are listed on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). The address of the
registered office and principal place of business of the Company
are disclosed in the section “Corporate Information” to the annual
report.

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

The Company acts as an investment holding company and the
principal activities of its principal subsidiaries are set out in Note 40.

APPLICATION OF AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs")

Amendments to HKFRSs that are mandatorily effective for
the current year

In the current year, the Group has applied the Amendments to
References to the Conceptual Framework in HKFRS Standards and
the following amendments to HKFRSs issued by the Hong Kong
Institute of Certified Public Accountants (“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 consolidated
financial statements:
Amendments to HKAS 1 Definition of Material
and HKAS 8

Amendments to HKFRS 3 Definition of a Business

Amendments to HKFRS 9,  Interest Rate Benchmark Reform
HKAS 39 and HKFRS 7

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 year had no
material impact on the Group's consolidated financial positions
and performance for the current and prior years and/or on the
disclosures set out in these consolidated financial statements.
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Notes to the Consolidated Financial Statements
e TSR R M EE

For the year ended 31 December 2020 #Z2020F12A31HIEFE

2.

APPLICATION OF AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs")
(CONTINUED)

Amendments to HKFRSs that are mandatorily effective for
the current year (Continued)

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

The Group has applied the Amendments to HKAS 1 and HKAS 8 for
the first time in the current year. 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 year had no
impact on the consolidated financial statements.
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APPLICATION OF AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs")

(CONTINUED)

New and amendments to HKFRSs in issue but not yet

effective

The Group has not early applied the following new and
amendments to HKFRSs that have been issued but are not yet

effective:

HKFRS 17

Amendment to HKFRS 16
Amendments to HKFRS 3
Amendments to HKFRS 9,

HKAS 39, HKFRS 7,
HKFRS 4 and HKFRS 16

Amendments to HKFRS 10
and HKAS 28

Amendments to HKAS 1

Amendments to HKAS 16

Amendments to HKAS 37

Amendments to HKFRSs

Insurance Contracts and the related
Amendments'
COVID-19-Related Rent Concessions*

Reference to the Conceptual
Framework?

Interest Rate Benchmark Reform —
Phase 2°

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture?

Classification of Liabilities as Current
or Non-current and related
amendments to Hong Kong
Interpretation 5 (2020)'

Property, Plant and Equipment —
Proceeds before Intended Use?
Onerous Contracts — Cost of Fulfilling

a Contract?

Annual Improvements to HKFRSs

2018 — 20202

! Effective for annual periods beginning on or after 1 January 2023

2 Effective for annual periods beginning on or after 1 January 2022

3 Effective for annual periods beginning on or after a date to be determined
N Effective for annual periods beginning on or after 1 June 2020

° Effective for annual periods beginning on or after 1 January 2021

The directors of the Company anticipate that the application of all
new and amendments to HKFRSs will have no material impact on
the consolidated financial statements in the foreseeable future.
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Notes to the Consolidated Financial Statements

e PR M

For the year ended 31 December 2020 #Z2020F12A31HIEFE

3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES

3.1 Basis of preparation of consolidated financial

statements

The consolidated financial statements have been prepared
in accordance with HKFRSs issued by the HKICPA. For
the purpose of preparation to the consolidated financial
statements, information is considered material if such
information is reasonably expected to influence decisions
made by primary users. In addition, the consolidated financial
statements include applicable disclosures required by the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (“Listing Rules”) and by the Hong Kong

Companies Ordinance.

The consolidated financial statements have been prepared on
the historical cost basis except for certain financial instruments
that are measured at fair values at the end of each reporting
period, as explained in the accounting policies set out below.

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between
market participants at the measurement date, regardless of
whether that price is directly observable or estimated using
another valuation technique. In estimating the fair value
of an asset or a liability, the Group takes into account the
characteristics of the asset or liability if market participants
would take those characteristics into account when pricing
the asset or liability at the measurement date. Fair value
for measurement and/or disclosure purposes in these
consolidated financial statements is determined on such a
basis, except for share-based payment transactions that are
within the scope of HKFRS 2 Share-based Payment, leasing
transactions that are within the scope of HKFRS 16 Leases,
and measurements that have some similarities to fair value
but are not fair value, such as net realisable value in HKAS 2
Inventories or value in use in HKAS 36 Impairment of Assets.

A fair value measurement of a non-financial asset takes into
account a market participant’s ability to generate economic
benefits by using the asset in its highest and best use or by
selling it to another market participant that would use the asset

in its highest and best use.

For financial instruments and investment properties which
are transacted at fair value and a valuation technique that
unobservable inputs is to be used to measure fair value in
subsequent periods, the valuation technique is calibrated
so that the results of the valuation technique equals the

transaction price.
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BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.1

3.2

Basis of preparation of consolidated financial
statements (Continued)

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based on
the degree to which the inputs to the fair value measurements
are observable and the significance of the inputs to the fair
value measurement in its entirety, which are described as
follows:

«  Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity can
access at the measurement date;

* Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the asset
or liability, either directly or indirectly; and

«  Level 3 inputs are unobservable inputs for the asset or
liability.

Significant accounting policies
The principal accounting policies are set out below.
Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company and its subsidiaries. Control is achieved when the
Company:

+  has power over the investee;

. is exposed, or has rights, to variable returns from its
involvement with the investee; and

+  has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if
facts and circumstances indicate that there are changes to one
or more of the three elements of control listed above.

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses
of subsidiaries acquired or disposed of during the year are
included in the consolidated statement of profit or loss and
other comprehensive income from the date the Group gains
control until the date when the Group ceases to control the
subsidiary.
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Notes to the Consolidated Financial Statements
e TSR R M EE

For the year ended 31 December 2020 #Z2020F12A31HIEFE

3.

BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.2 Significant accounting policies (Continued)

Basis of consolidation (Continued)

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with the Group's accounting policies.

All intra-group assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of
the Group are eliminated in full on consolidation.

Changes in the Group’s interests in existing subsidiaries

Changes in the Group's interests in subsidiaries that do not
result in the Group losing control over the subsidiaries are
accounted for as equity transactions. The carrying amounts
of the Group's relevant components of equity and the non-
controlling interests are adjusted to reflect the changes in their
relative interests in the subsidiaries, including re-attribution of
relevant reserves between the Group and the non-controlling
interests according to the Group’s and the non-controlling
interests’ proportionate interests.

Any difference between the amount by which the non-
controlling interests are adjusted, and the fair value of the
consideration paid or received is recognised directly in equity
and attributed to owners of the Company.
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BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.2 Significant accounting policies (Continued)
Business combinations

Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a business
combination is measured at fair value, which is calculated
as the sum of the acquisition-date fair values of the assets
transferred by the Group, liabilities incurred by the Group to
the former owners of the acquiree and the equity interests
issued by the Group in exchange for control of the acquiree.
Acquisition-related costs are generally recognised in profit or
loss as incurred.

At the acquisition date, the identifiable assets acquired and
the liabilities assumed are recognised at their fair value, except
that:

. deferred tax assets or liabilities, and assets or liabilities
related to employee benefit arrangements are recognised
and measured in accordance with HKAS 12 /ncome
Taxes and HKAS 19 Employee Benefits respectively;

+ liabilities or equity instruments related to share-based
payment arrangements of the acquiree or share-based
payment arrangements of the Group entered into to
replace sharebased payment arrangements of the
acquiree are measured in accordance with HKFRS 2
Share-based Payment at the acquisition date (see the
accounting policy belowy);

«  assets (or disposal groups) that are classified as held for
sale in accordance with HKFRS 5 Non-current Assets Held
for Sale and Discontinued Operations are measured in
accordance with that standard; and

+  lease liabilities are recognised and measured at the
present value of the remaining lease payments (as
defined in HKFRS 16) as if the acquired leases were new
leases at the acquisition date, except for leases for which
the lease term ends within 12 months of the acquisition
date. Right-of-use assets are recognised and measured at
the same amount as the relevant lease liabilities, adjusted
to reflect favourable or unfavourable terms of the lease
when compared with market terms.
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Notes to the Consolidated Financial Statements

e PR M

For the year ended 31 December 2020 #Z2020F12A31HIEFE

3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)
3.2 Significant accounting policies (Continued)

Business combinations (Continued)

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-controlling
interests in the acquiree, and the fair value of the acquirer's
previously held equity interest in the acquiree (if any) over the
net amount of the identifiable assets acquired and the liabilities
assumed as at acquisition date. If, after re-assessment, the
net amount of the identifiable assets acquired and liabilities
assumed exceeds the sum of the consideration transferred,
the amount of any non-controlling interests in the acquiree
and the fair value of the acquirer's previously held interest in
the acquiree (if any), the excess is recognised immediately in

profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership interests
and entitle their holders to a proportionate share of the
relevant subsidiary's net assets in the event of liquidation are
initially measured at the non-controlling interests' proportionate
share of the recognised amounts of the acquiree’s identifiable

net assets.

Goodwill

Goodwill arising on an acquisition of a business is carried
at cost as established at the date of acquisition of the
business (see the accounting policy above) less accumulated

impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to
each of the Group's cash-generating unit (“CGU") (or groups
of CGUs) that is expected to benefit from the synergies of the
combination, which represent the lowest level at which the
goodwill is monitored for internal management purposes and

not larger than an operating segment.

A CGU (or group of CGUs) to which goodwill has been
allocated is tested for impairment annually or more frequently
when there is indication that the unit may be impaired.
For goodwill arising on an acquisition in a reporting period,
the CGU (or group of CGUs) to which goodwill has been
allocated is tested for impairment before the end of that
reporting period. If recoverable amount of the unit is less than
its carrying amount, the impairment loss is allocated first to
reduce the carrying amount of any goodwill and then to the
other assets on a pro-rata basis based on the carrying amount

of each asset in the CGU (or group of CGUs).
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BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL 3.
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.2 Significant accounting policies (Continued) 32 FESHBEAE)

Goodwill (Continued)

On disposal of the relevant CGU, the attributable amount of
goodwill is included in the determination of the amount of
profit or loss on disposal (or any of the CGU within group of
CGUs in which the Group monitors goodwill).

The Group's policy for goodwill arising on the acquisition of
associates and joint ventures is described below.

Investments in associates and joint ventures

An associate is an entity over which the Group has significant
influence. Significant influence is the power to participate in
the financial and operating policy decisions of the investee but
is not control or joint control over those policies.

A joint venture is a joint arrangement whereby the parties
that have joint control of the joint arrangement have rights to
the net assets of the joint arrangement. Joint control is the
contractually agreed sharing of control of an arrangement,
which exists only when decisions about the relevant activities
require unanimous consent of the parties sharing control.

The results and assets and liabilities of associates and joint
ventures are incorporated in these consolidated financial
statements using the equity method of accounting. The
financial statements of associates and joint ventures used
for equity method purposes are prepared using uniform
accounting policies as those of the Group for like transactions
and events in similar circumstances. Under the equity
method, investments in associates or joint ventures are initially
recognised in the consolidated statement of financial position
at cost and adjusted thereafter to recognise the Group's share
of the profit or loss and other comprehensive income of the
associates or joint ventures. Changes in net assets of the
associates/joint ventures other than profit or loss and other
comprehensive income are not accounted for unless such
changes resulted in changes in ownership interest held by
the Group. When the Group's share of losses of associates or
joint ventures exceeds the Group's interests in that associates
or joint ventures (which includes any long-term interests that,
in substance, form part of the Group's net investments in
associates or joint ventures), the Group discontinues from
recognising its share of further losses. Additional losses are
recognised only to the extent that the Group has incurred legal
or constructive obligations or made payments on behalf of
associates or joint ventures.

107

BE(E)

RHEANRSELBIN 86
ERRE SENRE HE FEY
B B(RAREERHEYE
SELBERINZ FARSES
TR

T AEEREREDERE
EBERELNBERR

REZTFEREETECRE

BECRDEARBHUEABEXN
FENZ—HEE EXTENTS
BERNSEREHRUGNEE
BRRTE » BT ARSI s K R 22l
LB

BEMCEE—BBA L - MY
LA LR AB AT 2 &0
BREBA R FEENER -
BAEtliRRBaRNEN FY
ZHERIETIE - REERERIEEN
REFRBZAZEFIENZ T —HF
ERTEE -

BErERAEOEZEEREE
KA BETIAR AR ARG TSR
Ko NBERERBBMECERS
BEEMBERRTIBAEERNE
UBR T 225 REMMEAER
FlZ @t BORmRE - RIBREDX -
REEERUA DRI E R
WA A M ERRRIER - I
REREHAE  UERLEEE
HHECESALEERNERRE
fo2mEes - BELRAAEDEE
FEEZS(Bm MEMEE RS
BROM A EARR - BRIFZEE BT
BB E R P A e 3R
B o HAKENHRHELRASE
PR EBEBBANEBNZHE D
ELAERR I ES(BREL L
BRAS BN SRR Z D
EREFE o2 EARDE
7) AEBETBEIE(GE—
FEE - BINEHREEASEES
REHMETE B ERARBEDEX
BELEMNFKEBER TR



LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Notes to the Consolidated Financial Statements
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For the year ended 31 December 2020 #Z2020F12A31HIEFE

3.

BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.2 Significant accounting policies (Continued)

Investments in associates and joint ventures (Continued)

Investments in associates or joint ventures are accounted for
using the equity method from the date on which the investee
becomes an associate or a joint venture. On acquisition of the
investment in an associate or a joint venture, any excess of the
cost of the investment over the Group's share of the net fair
value of the identifiable assets and liabilities of the investee is
recognised as goodwill, which is included within the carrying
amount of the investment. Any excess of the Group's share
of the net fair value of the identifiable assets and liabilities
over the cost of investment, after reassessment, is recognised
immediately in profit or loss in the period in which the
investment is acquired.

The Group assesses whether there is an objective evidence
that the interests in associates or joint ventures may be
impaired. When any objective evidence exists, the entire
carrying amount of the investment (including goodwill) is
tested for impairment in accordance with HKAS 36 as a single
asset by comparing its recoverable amount (higher of value
in use and fair value less costs of disposal) with its carrying
amount. Any impairment loss recognised is not allocated to
any assets, including goodwill, that forms part of the carrying
amount of the investment. Any reversal of that impairment
loss is recognised in accordance with HKAS 36 to the extent
that the recoverable amount of the investment subsequently
increases.

When the Group reduces its ownership interests in associates
or joint ventures but the Group continues to use the equity
method, the Group reclassifies to profit or loss the proportion
of the gain or loss that had previously been recognised in
other comprehensive income relating to that reduction in
ownership interests if that gain or loss would be reclassified to
profit or loss on the disposal of the related assets or liabilities.

When a group entity transacts with an associate or a joint
venture of the Group, profits and losses resulting from the
transactions with the associate or joint venture are recognised
in the Group's consolidated financial statements only to the
extent of interests in the associate or joint venture that are not
related to the Group.
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BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL 3. RRGESUBBRNEERTEST

STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES BR(#E&)

(CONTINUED)

3.2 Significant accounting policies (Continued) 32 FESHBE#E)
Interest in a joint operation REEXB#En

A joint operation is a joint arrangement whereby the
parties that have joint control of the arrangement (i.e. joint
operators) have rights to the assets, and obligations for the
liabilities, relating to the joint arrangement. Joint control is the
contractually agreed sharing of control of an arrangement,
which exists only when decisions about the relevant activities
require unanimous consent of the parties sharing control.

The Group accounts for the assets, liabilities, revenues
and expenses relating to its interest in a joint operation in
accordance with the HKFRSs applicable to the particular assets,
liabilities, revenues and expenses.

When a group entity transacts with a joint operation in which a
group entity is a joint operator (such as a sale or contribution
of assets), the Group is considered to be conducting the
transaction with the other parties to the joint operation, and
gains and losses resulting from the transactions are recognised
in the Group's consolidated financial statements only to the
extent of other parties’ interests in the joint operation.

When a group entity transacts with a joint operation in which a
group entity is a joint operator (such as a purchase of assets),
the Group does not recognise its share of the gains and losses
until it resells those assets to a third party.

Revenue from contracts with customers

The Group recognises revenue when (or as) a performance
obligation is satisfied, i.e. when “control” of the goods or
services underlying the particular performance obligation is
transferred to the customer.

A performance obligation represents a good or service (or

a bundle of goods or services) that is distinct or a series of
distinct goods or services that are substantially the same.
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Notes to the Consolidated Financial Statements
e TSR R M EE

For the year ended 31 December 2020 #Z2020F12A31HIEFE

3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL 3. RAGESUBBRNEERTEST

STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES BUR(#&)

(CONTINUED)

3.2 Significant accounting policies (Continued) 32 FESHBE#E)
Revenue from contracts with customers (Continued) EFEAMA (&)
Control is transferred over time and revenue is recognised fied o B VA T AEAR] —EZE B - 4542
over time by reference to the progress towards complete EREEREER 280N EHHE
satisfaction of the relevant performance obligation if one of the B LB EEVEE TR — RS A B
following criteria is met: BUA -
+  the customer simultaneously receives and consumes - EPRREERERFEAREEE

the benefits provided by the Group’s performance as the AR TR A2

Group performs;

+  the Group's performance creates and enhances an asset « AEERBRAREIETIZRE S
that the customer controls as the Group performs; or EHIAEE ¢ sk

+  the Group's performance does not create an asset with  AEEBRABRTEELHAE
an alternative use to the Group and the Group has an EEBERACNEE - A%
enforceable right to payment for performance completed EHRE TR BROERTH
to date. TTHY R FRAER) o

Otherwise, revenue is recognised at a point in time when the BA - REFBRIG TR @RS

customer obtains control of the distinct good or service. Z PETIRERS 2 B A B RE TR U ©

A contract liability represents the Group's obligation to transfer BREEEREASEE 8% P KR

goods or services to a customer for which the Group has RE(REBEIH) RAEEER

received consideration (or an amount of consideration is due) EPEENMIARE CEE -

from the customer.
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BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL 3. GEGAMBRRNEERFETEL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES BE (&)
(CONTINUED)

3.2 Significant accounting policies (Continued) 32 FESHBE#E)

Leases
Definition of a lease

A contract is, or contains, a lease if the contract conveys the
right to control the use of an identified asset for a period of
time in exchange for consideration.

For contracts entered into or modified on or after the date of
initial application, the Group assesses whether a contract is
or contains a lease based on the definition under HKFRS 16
at inception or modification date. Such contract will not be
reassessed unless the terms and conditions of the contract are
subsequently changed.

The Group as a lessee
Allocation of consideration to components of a contract

For a contract that contains a lease component and one or
more additional lease or non-lease components, the Group
allocates the consideration in the contract to each lease
component on the basis of the relative stand-alone price of
the lease component and the aggregate stand-alone price of
the non-lease components.

The Group applies practical expedient not to separate non-
lease components from lease component, and instead
account for the lease component and any associated non-
lease components as a single lease component.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption
to leases of office premises that have a lease term of 12
months or less from the commencement date and do
not contain a purchase option. The Group also applies the
recognition exemption for lease of low-value assets. Lease
payments on short-term leases and leases of low-value assets
are recognised as expense on a straightline basis or another
systematic basis over the lease term.
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Notes to the Consolidated Financial Statements
e TSR R M EE

For the year ended 31 December 2020 #Z2020F12A31HIEFE

3.

BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.2 Significant accounting policies (Continued)

Leases (Continued)

The Group as a lessee (Continued)
Right-of-use assets

The cost of right-of-use asset includes:

. the amount of the initial measurement of the lease
liability;

+ any lease payments made at or before the
commencement date, less any lease incentives received;

«  any initial direct costs incurred by the Group; and

+ an estimate of costs to be incurred by the Group in
dismantling and removing the underlying assets, restoring
the site on which it is located or restoring the underlying
asset to the condition required by the terms and
conditions of the lease.

Right-of-use assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for any
remeasurement of lease liabilities.

Right-of-use assets in which the Group is reasonably certain to
obtain ownership of the underlying leased assets at the end
of the lease term is depreciated from commencement date
to the end of the useful life. Otherwise, right-of-use assets
are depreciated on a straight-line basis over the shorter of its
estimated useful life and the lease term.

The Group presents right-of-use assets as a separate line item
on the consolidated statement of financial position. Right-of-
use assets that meet the definition of inventory is presented
within “properties under development for sale”.
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BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.2 Significant accounting policies (Continued)
Leases (Continued)
The Group as a lessee (Continued)
Refundable rental deposits

Refundable rental deposits paid are accounted under HKFRS 9
Financial Instruments and initially measured at fair value and
subsequently at amortised cost. Adjustments to fair value at
initial recognition are considered as additional lease payments
and included in the cost of right-of-use assets.

Lease liabilities

At the commencement date of a lease, the Group recognises
and measures the lease liability at the present value of
lease payments that are unpaid at that date. In calculating
the present value of lease payments, the Group uses the
incremental borrowing rate at the lease commencement
date if the interest rate implicit in the lease is not readily
determinable.

The lease payments include:

«  fixed payments (including in-substance fixed payments)
less any lease incentives receivable;

+  variable lease payments that depend on an index or
a rate, initially measured using the index or rate at the
commencement date;

«  amounts expected to be payable by the Group under
residual value guarantees;

«  the exercise price of a purchase option if the Group is

reasonably certain to exercise the option; and

«  payments of penalties for terminating a lease, if the lease
term reflects the Group exercising an option to terminate
the lease.

After the commencement date, lease liabilities are adjusted by
interest accretion and lease payments.
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Notes to the Consolidated Financial Statements
e B HRRME

For the year ended 31 December 2020 #Z2020F12A31HIEFE

3.

BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.2 Significant accounting policies (Continued)

Leases (Continued)
The Group as a lessee (Continued)
Lease liabilities (Continued)

The Group remeasures lease liabilities (and makes a
corresponding adjustment to the related right-of-use assets)
whenever:

«  the lease term has changed or there is a change in
the assessment of exercise of a purchase option, in
which case the related lease liability is remeasured by
discounting the revised lease payments using a revised
discount rate at the date of reassessment.

+  the lease payments change due to changes in market
rental rates following a market rent review, in which cases
the related lease liability is remeasured by discounting
the revised lease payments using the initial discount rate.

The Group presents lease liabilities as a separate line item on
the consolidated statement of financial position.

Lease modifications

The Group accounts for a lease modification as a separate
lease if:

«  the modification increases the scope of the lease by
adding the right to use one or more underlying assets;
and

«  the consideration for the leases increases by an amount
commensurate with the stand-alone price for the increase
in scope and any appropriate adjustments to that stand-
alone price to reflect the circumstances of the particular
contract.

For a lease modification that is not accounted for as a separate
lease, the Group remeasures the lease liability based on the
lease term of the modified lease by discounting the revised
lease payments using a revised discount rate at the effective
date of the modification.

The Group accounts for the remeasurement of lease liabilities
by making corresponding adjustments to the relevant right-
of-use assets. When the modified contract contains a lease
component and one or more additional lease or non-lease
components, the Group allocates the consideration in the
modified contract to each lease component on the basis of
the relative stand-alone price of the lease component and the
aggregate stand-alone price of the non-lease components.
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BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.2 Significant accounting policies (Continued)
Leases (Continued)
The Group as a lessor
Classification and measurement of leases

Leases for which the Group is a lessor are classified as finance
or operating leases. Whenever the terms of the lease transfer
substantially all the risks and rewards incidental to ownership
of an underlying asset to the lessee, the contract is classified
as a finance lease. All other leases are classified as operating
leases.

Rental income from operating leases is recognised in profit
or loss on a straight-line basis over the term of the relevant
lease. Initial direct costs incurred in negotiating and arranging
an operating lease are added to the carrying amount of the
leased asset, and such costs are recognised as an expense on
a straight-line basis over the lease term.

Allocation of consideration to components of a contract

When a contract includes both leases and non-lease
components, the Group applies HKFRS 15 Revenue
from Contracts with Customers ("HKFRS 15") to allocate
consideration in a contract to lease and non-lease components.
Non-lease components are separated from lease component
on the basis of their relative stand-alone selling prices.

Refundable rental deposits

Refundable rental deposits received are accounted for under
HKFRS 9 and initially measured at fair value. Adjustments to
fair value at initial recognition are considered as additional
lease payments from lessees.

Lease modification

Changes in considerations of lease contracts that were not part
of the original terms and conditions are accounted for as lease
madifications, including lease incentives provided through
forgiveness or reduction of rentals.

The Group accounts for a modification to an operating lease
as a new lease from the effective date of the modification,
considering any prepaid or accrued lease payments relating to
the original lease as part of the lease payments for the new
lease.
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Notes to the Consolidated Financial Statements
e B HRRME

For the year ended 31 December 2020 #Z2020F12A31HIEFE

3.

BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.2 Significant accounting policies (Continued)

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 recognised
at the rates of exchanges prevailing on the dates of the
transactions. At the end of the reporting period, monetary
items denominated in foreign currencies are retranslated at
the rates prevailing at that date. Non-monetary items carried
at fair value that are denominated in foreign currencies are
retranslated at the rates prevailing on the date when the fair
value was determined. Non-monetary items that are measured
in terms of historical cost in a foreign currency are not
retranslated.

Exchange differences arising on settlement of the monetary
items, and on the retranslation of monetary items, are
recognised in profit or loss in the period in which they arise,
except for exchange differences on monetary items receivable
from or payable to a foreign operation for which settlement
is neither planned nor likely to occur (therefore forming
part of the net investment in the foreign operation), which
are recognised initially in other comprehensive income and
reclassified from equity to profit or loss on disposal or partial
disposal of the Group's interests in associates/joint ventures.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group's operation
are translated into the presentation currency of the Group
(i.e. Hong Kong dollars) using exchange rates prevailing at the
end of each reporting period. Income and expenses items
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 in other comprehensive income and accumulated
in equity under the heading of “translation reserve”.
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BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL 3. RRGESUBBRNEERTEST

STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES BR(#E&)
(CONTINUED)
3.2 Significant accounting policies (Continued) 32 FESHBE#E)
Foreign currencies (Continued) I (HE)
On the disposal of a foreign operation (i.e. a disposal of the HEEEINEBR(BEAEEE

Group's entire interest in a foreign operation, or a disposal
involving loss of control over a subsidiary that includes a
foreign operation, or a partial disposal of an interest in a
joint arrangement that includes a foreign operation of which
the retained interest becomes a financial asset), all of the
exchange differences accumulated in equity in respect of
that operation attributable to the owners of the Company are
reclassified to profit or loss.

In addition, in relation to a partial disposal of a subsidiary that
does not result in the Group losing control over the subsidiary,
the proportionate share of accumulated exchange differences
are re-attributed to non-controlling interests and are not
recognised in profit or loss. For all other partial disposals (i.e.
partial disposals of associates or joint arrangements that do
not result in the Group losing significant influence or joint
control), the proportionate share of the accumulated exchange
differences is reclassified to profit or loss.

Exchange differences relating to the retranslation of the Group's
net assets in RMB to the Group's presentation currency (i.e.
HK dollars) are recognised directly in other comprehensive
income and accumulated in translation reserve. Such exchange
differences accumulated in the translation reserve are not
reclassified to profit or loss subsequently.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are assets
that necessarily take a substantial period of time to get ready
for their intended use or sale, are added to the cost of those
assets until such time as the assets are substantially ready for
their intended use or sale.

Any specific borrowings that remain outstanding after the
related asset is ready for its intended use or sale is included
in the general borrowing pool for calculation of capitalisation
rate on general borrowings. Investment income earned on
the temporary investment of specific borrowings pending
their expenditure on qualifying assets is deducted from the
borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.

117

SN P MBS S 5 I 2 B
KA LRESHNLER - L
EHRAAERARZ B ERAR
BRSANBEEL BIEENE
%) FERHRER 2 ELEE

BEARRHEE ANEEERTIERH
DEERER -

N - BEEEBHHEAR BT
SO HAKEBKEN B R REG
% BB Er B ES ZEE
DB LR ER R TR B
¢% o FTAH A L& (B &
ENEEDEZIMHEE RT3
BASEBEAEBECES KT ER
AREDERT)  RUEHHBEZER
FHER ERESENH EEERE o

HEAREENARE FEEEHHR
BRAKENIIRER (BIET)E
FAELEEEERNEMEEK
SRR - YR EELFEET
I REE T R E L ZBEER T
SEMOBRERD °

BEEHA

ERRAKE BESLEENAE
REE MEMEEFRE BRER
ﬁﬁﬂﬁﬁﬁi%ﬁﬁﬁ%Z%ﬁ
KAGFT AZFEEXRALD
i%ﬁéﬁﬁiﬂﬁﬁﬁﬁ%ﬁi
HERLE -

EHBEEEEHEREREIHLE
BIDAEENEAFESE &5t
A—REFEAFTE—REENE
AR - MARRBBREEZSR
EREFEEHRERDRZKER
A REEREXMEZBEERATH
R

PR H A8 B BRI E 4 AR 7R
?fa\ﬁ_lli A ﬁﬁ e ©



LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Notes to the Consolidated Financial Statements

e PR M

For the year ended 31 December 2020 #Z2020F12A31HIEFE

3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

3.2 Significant accounting policies (Continued)

Government grants

Government grants are not recognised until there is reasonable
assurance that the Group will comply with the conditions

attaching to them and that the grants will be received.

Government grants are recognised in profit or loss on
a systematic basis over the periods in which the Group
recognises as expenses the related costs for which the
grants are intended to compensate. Specifically, government
grants whose primary condition is that the Group should
purchase, construct or otherwise acquire non-current assets
are recognised as deferred income/a deduction from the
carrying amount of the relevant asset in the consolidated
statement of financial position and transferred to profit or loss
on a systematic and rational basis over the useful lives of the

related assets.

Government grants that are receivable as compensation for
expenses or losses already incurred or for the purpose of
giving immediate financial support to the Group with no future
related costs are recognised in profit or loss in the period
in which they are reasonably certain to become receivable.
Government grants relating to compensation of expenses are
deducted from the related expenses, other government grants

are presented under “other income”.

Retirement benefit costs and termination benefits

Payments to the Mandatory Provident Fund Scheme and
national statutory social security insurance scheme are
recognised as an expense when employees have rendered

service entitling them to the contributions.

A liability for a termination benefit is recognised at the earlier
of when the Group entity can no longer withdraw the offer
of the termination benefit and when it recognises any related

restructuring costs.

Short-term employee benefits

Short-term employee benefits are recognised at the
undiscounted amount of the benefits expected to be paid
as and when employees rendered the services. All short-
term employee benefits are recognised as an expense unless
another HKFRS requires or permits the inclusion of the benefit

in the cost of an asset.

A liability is recognised for benefits accruing to employees
(such as wages and salaries, annual leave and sick leave) after

deducting any amount already paid.
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BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.2 Significant accounting policies (Continued)
Share-based payment arrangements

Equity-settled share-based payment transactions

Share options granted to a director

Equity-settled share-based payments to a director are
measured at the fair value of the equity instruments at the
grant date.

The fair value of the equity-settled share-based payments
determined at the grant date without taking into consideration
all non-market vesting conditions is expensed on a straight-
line basis over the vesting period, based on the Group's
estimate of equity instruments that will eventually vest, with a
corresponding increase in equity under the heading of “share
options reserve”. At the end of each reporting period, the
Group revises its estimate of the number of equity instruments
expected to vest based on assessment of all relevant non-
market vesting conditions. The impact of the revision of the
original estimates, if any, is recognised in profit or loss such
that the cumulative expense reflects the revised estimate, with
a corresponding adjustment to share options reserve. For share
options that vest immediately at the date of grant, the fair
value of the share options granted is expensed immediately to
profit or loss.

When 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.

Taxation

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 before taxation as
reported in the consolidated statement of profit or loss and
other comprehensive income because of income or expense
that are taxable or deductible in other years and 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 end of the reporting period.
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Notes to the Consolidated Financial Statements
e B HRRME

For the year ended 31 December 2020 #Z2020F12A31HIEFE

3.

BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.2 Significant accounting policies (Continued)

Taxation (Continued)

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities in
the consolidated statement of financial position and the
corresponding tax base used in the computation of taxable
profit. Deferred tax liabilities are generally recognised for all
taxable temporary differences. Deferred tax assets are generally
recognised for all deductible temporary differences to the
extent that it is probable that taxable profits will be available
against which those deductible temporary differences can be
utilised. Such defined 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.

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries, and
interests in joint ventures and associates, 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. Deferred tax assets
arising from deductible temporary differences associated with
such investments and interests are only recognised to the
extent that it is probable that there will be sufficient taxable
profits against which to utilise the benefits of the temporary
differences and they are expected to reverse in the foreseeable
future.

The carrying amount of deferred tax assets is reviewed at the
end of each reporting period 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 assets and liabilities are measured at the tax rates
that are expected to apply in the period in which the liability is
settled or the asset is realised, based on tax rate (and tax laws)
that have been enacted or substantively enacted by the end of
the reporting period.

The measurement of deferred tax liabilities and assets reflects
the tax consequences that would follow from the manner in
which the Group expects, at the end of the reporting period, to
recover or settle the carrying amount of its assets and liabilities.
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BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL 3.
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.2 Significant accounting policies (Continued) 32 FESHBE#E)

Taxation (Continued)

For the purposes of measuring deferred taxes for investment
properties that are measured using the fair value model, the
carrying amounts of investment properties are presumed to
be recovered entirely through sale, unless the presumption is
rebutted. The presumption is rebutted when the investment
property is depreciable and is held within a business model
whose objective is to consume substantially all of the
economic benefits embodied in the investment property over
time, rather than through sale, except for freehold land, which is
always presented to be recovered entirely through sale.

For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies HKAS
12 requirements to right-of-use assets and lease liabilities
separately. Temporary differences relating to right-of-use assets
and lease liabilities are not recognised at initial recognition and
over the lease terms due to application of the initial recognition
exemption.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes
levied to the same taxable entity by the same taxation
authority.

Current and deferred tax are recognised in profit or loss,
except when they relate to items that are recognised in other
comprehensive income or directly in equity, in which case,
the current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively.
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Notes to the Consolidated Financial Statements
e B HRRME

For the year ended 31 December 2020 #Z2020F12A31HIEFE

3.

BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.2 Significant accounting policies (Continued)

Property, plant and equipment

Property, plant and equipment including buildings held for use
in the production of goods or for administrative purposes (other
than construction in progress) are stated in the consolidated
statement of financial position at cost less subsequent
accumulated depreciation and subsequent accumulated
impairment losses, if any.

Properties, plant and machinery in the course of construction
for production or administrative purposes are carried at cost,
less any recognised impairment loss. Costs include any costs
directly attributable to bringing the asset to the location and
condition necessary for it to be capable of operating in the
manner intended by management and, for qualifying assets,
borrowing costs capitalised in accordance with the Group's
accounting policy. Depreciation of these assets, on the same
basis as other assets, commences when the assets are ready
for their intended use.

When the Group makes payments for ownership interests of
properties which includes both leasehold land and building
elements, the entire consideration is allocated between the
leasehold land and the building elements in proportion to
the relative fair values at initial recognition. To the extent the
allocation of the relevant payments can be made reliably,
interest in leasehold land that is accounted for as an operating
lease is presented as “right-of-use assets” in the consolidated
statement of financial position. When the consideration cannot
be allocated reliably between non-lease building element and
undivided interest in the underlying leasehold land, the entire
properties are classified as property, plant and equipment.

Depreciation is recognised so as to write off the cost of assets
other than construction in progress less their residual values
over their estimated useful lives, using the straight-line method.
The estimated useful lives, residual values and depreciation
method are reviewed at the end of each reporting period,
with the effect of any changes in estimate accounted for on a
prospective basis.

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 the disposal or retirement of an item of
property, plant and equipment is determined as the difference
between the net disposal proceeds and the carrying amount
of the asset and is recognised in profit or loss.
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BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.2 Significant accounting policies (Continued)
Intangible assets
Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired
separately are carried at cost less accumulated amortisation
and any accumulated impairment loss. Amortisation for
intangible assets with finite useful lives is recognised on
a straight-line basis over their estimated useful lives. The
estimated useful life and amortisation method are reviewed
at the end of each reporting period, with the effect of any
changes in estimate being accounted for on a prospective
basis.

An intangible asset is derecognised on disposal, or when no
future economic benefits are expected from use or disposal.
Gains and losses arising from derecognition of an intangible
asset, measured as the difference between the net disposal
proceeds and the carrying amount of the asset, are recognised
in profit or loss when the asset is derecognised.

Impairment losses on property, plant and equipment,
right-of-use assets and intangible assets

At the end of the reporting period, the Group reviews the
carrying amounts of its property, plant and equipment, right-
of-use assets and intangible assets with finite useful lives to
determine whether there is any indication that those assets
have suffered an impairment loss. If any such indication exists,
the recoverable amount of the relevant asset is estimated in
order to determine the extent of the impairment loss, if any.

The recoverable amount of property, plant and equipment,
right-of-use assets and intangible assets are estimated
individually. When it is not possible to estimate the recoverable
amount individually, the Group estimates the recoverable
amount of the CGU to which the asset belongs.

In addition, the Group assesses whether there is indication
that corporate assets may be impaired. If such indication exists,
corporate assets are also allocated to individual CGU, when a
reasonable and consistent basis of allocation can be identified,
or otherwise they are allocated to the smallest group of CGUs
for which a reasonable and consistent allocation basis can be
identified.
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Notes to the Consolidated Financial Statements

e PR M

For the year ended 31 December 2020 #Z2020F12A31HIEFE

3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

3.2 Significant accounting policies (Continued)

Impairment losses on property, plant and equipment,
right-of-use assets and intangible assets (Continued)

Recoverable amount is the higher of fair value less costs
of disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific
to the asset for which the estimates of future cash flows have

not been adjusted.

In testing a CGU for impairment, corporate assets are allocated
to the relevant CGU when a reasonable and consistent basis of
allocation can be established, or otherwise they are allocated
to the smallest group of CGU for which a reasonable and
consistent allocation basis can be established. The recoverable
amount is determined for the CGU or group of CGUs to which
the corporate asset belongs, and is compared with the carrying

amount of the relevant CGU or group of CGUs.

If the recoverable amount of an asset (or a CGU) is estimated
to be less than its carrying amount, the carrying amount of
the asset (or a CGU) is reduced to its recoverable amount.
For corporate assets or portion of corporate assets which
cannot be allocated on a reasonable and consistent basis to
a CGU, the Group compares the carrying amount of a group
of CGUs, including the carrying amounts of the corporate
assets or portion of corporate assets allocated to that group
of CGUs, with the recoverable amount of the group of CGUs.
In allocating the impairment loss, the impairment loss is
allocated first to reduce the carrying amount of any goodwill
(if applicable) and then to the other assets on a pro-rata
basis based on the carrying amount of each asset in the CGU
or the group of CGUs. The carrying amount of an asset is
not reduced below the highest of its fair value less costs of
disposal (if measurable), its value in use (if determinable) and
zero. The amount of the impairment loss that would otherwise
have been allocated to the asset is allocated pro rata to the
other assets of the CGU or the group of CGUs. An impairment

loss is recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying
amount of the asset (or a CGU or a group of CGUs) 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 (or a CGU or a
group of CGUs) in prior years. A reversal of an impairment loss

is recognised immediately in profit or loss.
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BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL 3.
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.2 Significant accounting policies (Continued) 32 FESHBEAE)

Inventories

Inventories are stated at the lower of cost and net realisable
value. Costs of inventories are determined on a first-in, first-out
method. Net realisable value represents the estimated selling
price for inventories less all estimated costs of completion and
costs necessary to make the sale.

Properties under development for sale

Properties under development for sale which are intended to
be sold upon completion of development and properties for
sale are classified as current assets. Except for the leasehold
land element which is measured at cost model in accordance
with the accounting policies of right-of-use assets upon the
application of HKFRS 16, properties under development for
sale are carried at the lower of cost and net realisable value.
Cost is determined on a specific identification basis including
allocation of the related development expenditure incurred and
where appropriate, borrowing costs capitalised. Net realisable
value represents the estimated selling price for the properties
less estimated cost to completion and costs necessary to make
the sale.

Properties under development for sale are transferred to
properties for sale upon completion.

Financial instruments

Financial assets and financial liabilities are recognised when
a group entity becomes a party to the contractual provisions
of the instrument. All regular way purchases or sales of
financial assets are recognised and derecognised on a trade
date/settlement date basis. Regular way purchases or sales
are purchases or sales of financial assets that require delivery
of assets within the time frame established by regulation or
convention in the market place.

Financial assets and financial liabilities are initially measured
at fair value except for trade receivables arising from contracts
with customers which are initially measured in accordance
with HKFRS 15. Transaction costs that are directly attributable
to the acquisition or issue of financial assets and financial
liabilities (other than financial assets or 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.
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Notes to the Consolidated Financial Statements

e PR M

For the year ended 31 December 2020 #Z2020F12A31HIEFE

3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL 3. RAGESUBBRNEERTEST

STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)

BUR (&)

3.2 Significant accounting policies (Continued)

Financial instruments (Continued)

The effective interest method is a method of calculating the
amortised cost of a financial asset or a financial liability and
of allocating interest income and interest expense over the
relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts and payments
(including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs and
other premiums or discounts) through the expected life of
the financial asset or financial liability, or, where appropriate, a
shorter period, to the net carrying amount on initial recognition.

Interest and dividend income are presented as other income.
Financial assets
Classification and subsequent measurement of financial assets

Financial assets that meet the following conditions are
subsequently measured at amortised cost:

. the financial asset is held within a business model whose
objective is to collect contractual cash flows; and

«  the contractual terms give rise on specified dates to cash
flows that are solely payments of principal and interest on
the principal amount outstanding.

Financial assets that meet the following conditions are
subsequently measured at fair value through other
comprehensive income (“FVTOCI"):

«  the financial asset is held within a business model whose
objective is achieved by both collecting contractual cash
flows and selling; and

«  the contractual terms give rise on specified dates to cash

flows that are solely payments of principal and interest on
the principal amount outstanding.
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BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.2 Significant accounting policies (Continued)
Financial instruments (Continued)
Financial assets (Continued)

Classification and subsequent measurement of financial assets
(Continued)

All other financial assets are subsequently measured at fair
value through profit and loss (“FVTPL"), except that at the
date of initial application of HKFRS 9/initial recognition of a
financial asset the Group may irrevocably elect to present
subsequent changes in fair value of an equity investment in
other comprehensive income (“OCI") if that equity investment
is neither held for trading nor contingent consideration
recognised by an acquirer in a business combination to which
HKFRS 3 Business Combinations applies.

A financial asset is held for trading if:

+ it has been acquired principally for the purpose of selling
in the near term;

+  on initial recognition it is a part of a portfolio of identified
financial instruments that the Group manages together
and has a recent actual pattern of short-term profit-taking;
or

« itis a derivative that is not designated and effective as a
hedging instrument.

In addition, the Group may irrevocably designate a financial
asset that are required to be measured at the amortised cost
or FVTOCI as measured at FVTPL if doing so eliminates or
significantly reduces an accounting mismatch.
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Notes to the Consolidated Financial Statements
e B HRRME

For the year ended 31 December 2020 #Z2020F12A31HIEFE

3.

BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.2 Significant accounting policies (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Classification and subsequent measurement of financial assets
(Continued)

0)

(ii)

Amortised cost and interest income

Interest income is recognised using the effective interest
method for financial assets measured subsequently
at amortised cost and debt instruments/receivables
subsequently measured at FVTOCI. Interest income is
calculated by applying the effective interest rate to the
gross carrying amount of a financial asset, except for
financial assets that have subsequently become credit-
impaired (see below). For financial assets that have
subsequently become creditimpaired, interest income
is recognised by applying the effective interest rate to
the amortised cost of the financial asset from the next
reporting period. If the credit risk on the credit impaired
financial instrument improves so that the financial asset is
no longer credit-impaired, interest income is recognised
by applying the effective interest rate to the gross carrying
amount of the financial asset from the beginning of the
reporting period following the determination that the asset
is no longer credit-impaired.

Receivables measured as at FVTOCI

Subsequent changes in the carrying amounts for
receivables measured as at FVTOCI as a result of interest
income calculated using the effective interest method
are recognised in profit or loss. Impairment allowances
are recognised in profit or loss with corresponding
adjustment to OCI without reducing the carrying amounts
of these receivables. The amounts that are recognised
in profit or loss are the same as the amounts that would
have been recognised in profit or loss if these receivables
had been measured at amortised cost. When these
receivables are derecognised, the cumulative gains or
losses previously recognised in other comprehensive
income are reclassified to profit or loss.
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BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
3.2 Significant accounting policies (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Classification and subsequent measurement of financial assets
(Continued)

(iii)  Financial assets measured at FVTPL

Financial assets that do not meet the criteria for being
measured at amortised cost or FVTOC! or designated as
FVTOCI are measured at FVTPL.

Financial assets measured at FVTPL are measured at fair
value at the end of each reporting period, with any fair
value gains or losses recognised in profit or loss. The
net gain or loss recognised in profit or loss includes any
dividend or interest earned on the financial asset and is
included in the heading of “other gains and losses".

Impairment of financial assets

The Group performs impairment assessment under expected
credit loss ("ECL") model on lease receivables and financial
assets (including trade and other receivables, bills receivable,
loan to a joint venture, amounts due from a joint venture/an
associate/related companies, bank balances with restricted use
and bank balances and cash) which are subject to impairment
under HKFRS 9. The amount of ECL is updated at the end of
each reporting period to reflect changes in credit risk since
initial recognition.

Lifetime ECL represents the ECL that will result from all
possible default events over the expected life of the relevant
instrument. In contrast, 12m ECL represents the portion of
lifetime ECL that is expected to result from default events
that are possible within 12 months after the reporting date.
Assessment are done based on the Group's historical credit
loss experience, adjusted for factors that are specific to the
debtors, general economic conditions and an assessment of
both the current conditions at the reporting date as well as the
forecast of future conditions.
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Notes to the Consolidated Financial Statements

e PR M

For the year ended 31 December 2020 #Z2020F12A31HIEFE

3. BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.2 Significant accounting policies (Continued)
Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets (Continued)

The Group always recognises lifetime ECL for trade receivables
and bills receivable. The ECL on these assets are assessed
individually for debtors with significant balances and/or
collectively using a provision matrix with appropriate groupings.

For all other instruments, the Group measures the loss
allowance equal to 12m ECL, unless when there has been a
significant increase in credit risk since initial recognition, the
Group recognises lifetime ECL. The assessment of whether
lifetime ECL should be recognised is based on significant
increases in the likelihood or risk of a default occurring since
initial recognition.

(i)  Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group compares
the risk of a default occurring on the financial instrument
as at the reporting date with the risk of a default
occurring on the financial instrument as at the date of
initial recognition. In making this assessment, the Group
considers both quantitative and qualitative information
that is reasonable and supportable, including historical
experience and forward-looking information that is
available without undue cost or effort.

In particular, the following information is taken into
account when assessing whether credit risk has increased
significantly:

« an actual or expected significant deterioration in
the financial instrument's external (if available) or
internal credit rating;

+  significant deterioration in external market indicators
of credit risk, e.g. a significant increase in the credit
spread, the credit default swap prices for the debtor;

+  existing or forecast adverse changes in business,
financial or economic conditions that are expected
to cause a significant decrease in the debtor’s ability
to meet its debt obligations;
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BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
3.2 Significant accounting policies (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(i)  Significant increase in credit risk (Continued)

+  an actual or expected significant deterioration in the
operating results of the debtor;

« an actual or expected significant adverse change
in the regulatory, economic, or technological
environment of the debtor that results in a
significant decrease in the debtor's ability to meet its
debt obligations.

Irrespective of the outcome of the above assessment,
the Group presumes that the credit risk has increased
significantly since initial recognition when contractual
payments are more than 30 days past due, unless the
Group has reasonable and supportable information that
demonstrates otherwise.

Despite the aforegoing, the Group assumes that the
credit risk on a debt instrument has not increased
significantly since initial recognition if the debt instrument
is determined to have low credit risk at the reporting date.
A debt instrument is determined to have low credit risk if
i) it has a low risk of default, ii) the borrower has a strong
capacity to meet its contractual cash flow obligations in
the near term and iii) adverse changes in economic and
business conditions in the longer term may, but will not
necessarily, reduce the ability of the borrower to fulfil its
contractual cash flow obligations. The Group considers
a debt instrument to have low credit risk when it has an
internal or external credit rating of ‘investment grade’ as
per globally understood definitions.

The Group regularly monitors the effectiveness of
the criteria used to identify whether there has been a
significant increase in credit risk and revises them as
appropriate to ensure that the criteria are capable of
identifying significant increase in credit risk before the
amount becomes past due.

131

Annual Report 2020 F#

RRGEMBHRRNEERTESH

BUR (&)

3.2

EEETBREE)

THTAE)

EHEEE)

ERMEERMEGE)

0)

EE R BEIRIN(E)

s BEBAKEEEZERS
TEHRERE L

- EREBABEERRE
7&¢5T5¢21 BAZK
Z&%‘W&ﬁﬁ&fﬁzﬁ-\
&‘%X%EEHEKT*U

Tem Lt &R - ~&E
BREEHENFEEZ0A MU
B AIBBYIZHERUREE
RBRFEEIL N - BRIEAEES
BEMEERAIZRFER -

BEBNA LA - MEBTA
REE RN EERBREER
RIE - BIREBREEBIA
ZIEER B )2 R AR
REZIE N o W) HEL 2R
B iR(K - i) 1ESKAYES R Ef
/ﬁ EEHANRESRAECEE
88 1 Reiii) F= HAASORS B v 2 k1
ZT\?‘J“@H@AET TE &K
BRABITEHRSREBH
e RIEBTAREEAR
HEAREERRBRE - 8 H
BEEHER EBERIREAE
%%&JZWE‘BEJE%“BGT»:V&
$%l%ﬁﬁlﬂﬁﬁ%
EF(EEZE,\

K’Eliﬁﬂ CRAERRES
= BRI EARIE IR EZ
*ﬁxﬁlli&#ﬁﬁ{ &1 (E ) A
R ZIZERE S T IR B H 2
A BRIE B R 2 AR -



LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Notes to the Consolidated Financial Statements
e B HRRME

For the year ended 31 December 2020 #Z2020F12A31HIEFE

3.

BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.2 Significant accounting policies (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(ii)

(iil)

Definition of default

For internal credit risk management, the Group considers
an event of default occurs when information developed
internally or obtained from external sources indicates that
the debtor is unlikely to pay its creditors, including the
Group, in full (without taking into account any collaterals
held by the Group).

Irrespective of the above, the Group considers that
default has occurred when a financial asset is more than
90 days past due unless the Group has reasonable and
supportable information to demonstrate that a more
lagging default criterion is more appropriate.

Credit-impaired financial assets

A financial asset is credit-impaired when one or more
events of default that have a detrimental impact on the
estimated future cash flows of that financial asset have
occurred. Evidence that a financial asset is credit-impaired
includes observable data about the following events:

(a) significant financial difficulty of the issuer or the
borrower;

(b) a breach of contract, such as a default or past due
event;

(c) the lender(s) of the borrower, for economic or
contractual reasons relating to the borrower's
financial difficulty, having granted to the borrower
a concession(s) that the lender(s) would not
otherwise consider;

(d) itis becoming probable that the borrower will enter
bankruptcy or other financial re-organisation; or

(e) the disappearance of an active market for that
financial asset because of financial difficulties.
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BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.2 Significant accounting policies (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(iv) Write-off policy

W)

The Group writes off a financial asset when there is
information indicating that the counterparty is in severe
financial difficulty and there is no realistic prospect of
recovery, for example, when the counterparty has been
placed under liquidation or has entered into bankruptcy
proceedings. Financial assets written off may still be
subject to enforcement activities under the Group's
recovery procedures, taking into account legal advice
where appropriate. A write-off constitutes a derecognition
event. Any subsequent recoveries are recognised directly
in profit or loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the probability
of default, the loss given default (i.e. the magnitude of
loss if there is a default) and the exposure at default.
The assessment of the probability of default and loss
given default is based on historical data adjusted by
forward-looking information. Estimation of ECL reflects
an unbiased and probabilityweighted amount that is
determined with the respective risks of default occurring
as the weights. The Group uses a practical expedient in
estimating ECL on trade receivables using a provision
matrix taking into consideration historical credit loss
experience, adjusted for forward looking information that is
available without undue cost or effort.

Generally, the ECL is the difference between all
contractual cash flows that are due to the Group in
accordance with the contract and the cash flows that
the Group expects to receive, discounted at the effective
interest rate determined at initial recognition. For lease
receivables, the cash flows used for determining the ECL
are consistent with the cash flows used in measuring the
lease receivables in accordance with HKFRS 16.
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Notes to the Consolidated Financial Statements
e B HRRME

For the year ended 31 December 2020 #Z2020F12A31HIEFE

3.

BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
3.2 Significant accounting policies (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(v) Measurement and recognition of ECL (Continued)

Lifetime ECL for certain trade receivables are considered
on a collective basis taking into consideration past due
information and relevant credit information such as
forward looking macroeconomic information.

For collective assessment, the Group takes into
consideration the following characteristics when
formulating the grouping:

. Past-due status;

. Nature, size and industry of debtors; and

+  External credit ratings where available.

The grouping is regularly reviewed by management to
ensure the constituents of each group continue to share
similar credit risk characteristics.

Interest income is calculated based on the gross carrying
amount of the financial asset unless the financial asset
is credit-impaired, in which case interest income is
calculated based on amortised cost of the financial asset.

For financial guarantee contracts, the loss allowances
are recognised at the higher of the amount of the loss
allowance determined in accordance with HKFRS 9: and
the amount initially recognised less, where appropriate,
cumulative amount of income recognised over the
guarantee period.

For undrawn loan commitments, the loss allowances are

the present value of the difference between:

(a) the contractual cash flows that are due to the Group
if the holder of the loan commitment draws down
the loan: and

(b) the cash flows that the Group expects to receive if
the loan is drawn down.
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BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
3.2 Significant accounting policies (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(v) Measurement and recognition of ECL (Continued)

Except for bills receivable measured at FVTOCI, the
Group recognises an impairment gain or loss in profit or
loss for all financial instruments by adjusting their carrying
amount, with the exception of trade receivables, where
the corresponding adjustment is recognised through a
loss allowance account. For bills receivable measured
at FVTOCI, the loss allowance is recognised in OCl and
accumulated in the FVTOCI reserve without reducing
the carrying amount of these receivables. Such amount
represents the changes in the FVTOCI reserve in relation
to accumulated loss allowance.

Derecognition of financial assets

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire, or
when it transfers the financial asset and substantially all the
risks and rewards of ownership of the asset to another entity.
If the Group neither transfers nor retains substantially all the
risks and rewards of ownership and continues to control the
transferred asset, the Group recognises its retained interest in
the asset and an associated liability for amounts it may have to
pay. If the Group retains substantially all the risks and rewards
of ownership of a transferred financial asset, the Group
continues to recognise the financial asset and also recognises
a collateralised borrowing for the proceeds received.

On derecognition of a financial asset measured at amortised
cost, the difference between the asset's carrying amount
and the sum of the consideration received and receivable is
recognised in profit or loss.

On derecognition of bills receivable measured at FVTOCI, the

cumulative gain or loss previously accumulated in the FVTOCI
reserve is reclassified to profit or loss.
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Notes to the Consolidated Financial Statements
e TSR R M EE

For the year ended 31 December 2020 #Z2020F12A31HIEFE

3.

BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.2 Significant accounting policies (Continued)

Financial instruments (Continued)
Financial liabilities and equity
Classification as debt or equity

Debt and equity instruments are classified as either financial
liabilities or as equity in accordance with the substance of the
contractual arrangements and the definitions of a financial
liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of an entity after deducting all of its
liabilities. Equity instruments issued by the Company are
recognised at the proceeds received, net of direct issue costs.

Repurchase of the Company's own equity instruments is
recognised and deducted directly in equity. No gain or loss
is recognised in profit or loss on the purchase, sale, issue or
cancellation of the Company’s own equity instruments.

Financial liabilities

All financial liabilities are subsequently measured at amortised
cost using the effective interest method or at FVTPL.

Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL when the financial
liability is (i) contingent consideration of an acquirer in a

business combination to which HKFRS 3 applies, (ii) held for
trading or (iii) it is designated as at FVTPL.
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BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.2 Significant accounting policies (Continued)
Financial instruments (Continued)
Financial liabilities and equity (Continued)
Financial liabilities at FVTPL (Continued)

A financial liability is classified as held for trading if:

« it has been acquired principally for the purpose of
repurchasing it in the near term; or

« on initial recognition it is part of a portfolio of identified
financial instruments that the Group manages together
and has a recent actual pattern of short-term profit-taking;
or

« itis a derivative, except for a derivative that is a financial
guarantee contract or a designated and effective hedging
instrument.

A financial liability other than a financial liability held for trading
or contingent consideration of an acquirer in a business
combination may be designated as at FVTPL upon initial
recognition if:

«  such designation eliminates or significantly reduces a
measurement or recognition inconsistency that would
otherwise arise; or

«  the financial liability forms part of a group of financial
assets or financial liabilities or both, which is managed
and its performance is evaluated on a fair value basis,
in accordance with the Group’s documented risk
management or investment strategy, and information
about the grouping is provided internally on that basis; or

« it forms part of a contract containing one or more

embedded derivatives, and HKFRS 9 permits the entire
combined contract to be designated as at FVTPL.
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Notes to the Consolidated Financial Statements
e B HRRME

For the year ended 31 December 2020 #Z2020F12A31HIEFE

3.

BASIS OF PREPARATION OF CONSOLIDATED FINANCIAL
STATEMENTS AND SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

3.2 Significant accounting policies (Continued)

Financial instruments (Continued)
Financial liabilities and equity (Continued)
Financial liabilities at FVTPL (Continued)

For financial liabilities that are designated as at FVTPL, the
amount of change in the fair value of the financial liability
that is attributable to changes in the credit risk of that liability
is recognised in OCI, unless the recognition of the effects
of changes in the liability's credit risk in OCl would create or
enlarge an accounting mismatch in profit or loss. Changes in
fair value attributable to a financial liability's credit risk that are
recognised in OCl are not subsequently reclassified to profit
or loss; instead, they are transferred to retained profits upon
derecognition of the financial liability.

Financial liabilities at amortised cost

Financial liabilities including trade and other payables, bills
payable, amounts due to a related company and bank
borrowings are subsequently measured at amortised cost, using
the effective interest method.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only
when, the Group's obligations are discharged, cancelled or
have expired. The difference between the carrying amount of
the financial liability derecognised and the consideration paid
and payable is recognised in profit or loss.

Derivative financial instruments

Derivatives are initially recognised at fair value at the
date when derivative contracts are entered into and are
subsequently remeasured to their fair value at the end of the
reporting period. The resulting gain or loss is recognised in
profit or loss immediately unless the derivative is designated
and effective as a hedging instrument, in which case the timing
of the recognition in profit or loss depends on the nature of
the hedge relationship.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

In the application of the Group's accounting policies, which are
described in Note 3.2, the directors of the Company are required to
make judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent from
other sources. The estimates and associated assumptions are based
on historical experience and other factors that are considered to be
relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision affects
only that period, or in the period of the revision and future periods if
the revision affects both current and future periods.

Key sources of estimation uncertainty

The following are the key assumptions concerning the future,
and other key sources of estimation uncertainty at the end of
the reporting period, that may have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities
within the next financial year.

Estimated impairment of intangible asset and property, plant
and equipment for manufacturing a chemical product (the
“Project”)

Intangible asset and property, plant and equipment are stated
at costs less accumulated depreciation and impairment, if any.
In determining whether an asset is impaired, the Group has to
exercise judgement and make estimation, particularly in assessing:
(1) whether an event has occurred or any indicators that may affect
the asset value; (2) whether the carrying value of an asset can be
supported by the recoverable amount, in the case of value in use,
the net present value of future cash flows which are estimated
based upon the continued use of the asset; and (3) the appropriate
key assumptions to be applied in estimating the recoverable
amounts including cash flow projections and an appropriate
discount rate. When it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the recoverable
amount of the CGU to which the assets belongs, including allocation
of corporate assets when a reasonable and consistent basis of
allocation can be established, otherwise recoverable amount is
determined at the smallest group of CGUs, for which the relevant
corporate assets have been allocated. Changing the assumptions
and estimates, including the discount rates or the growth rate in
the cash flow projections, could materially affect the recoverable
amounts. The key assumptions used for the discounted cash flow
projections include discount rate, terminal growth rate, budgeted
sales, budgeted costs and gross margin of the CGU. The discount
rate applied was determined by using the weighted average cost
of capital plus specific risk premium and the growth rate applied
was determined based on the expected long-term inflation in,
while other key assumptions relating to the estimation of cash
inflows/outflows were determined by taking into account the
financial budgets approved by the directors of the Company, past
performance of the CGU and management expectation on the
market development.
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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Notes to the Consolidated Financial Statements
e B HRRME

For the year ended 31 December 2020 #Z2020F12A31HIEFE

4.

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY (CONTINUED)

Key sources of estimation uncertainty (Continued)

Estimated impairment of intangible asset and property, plant
and equipment for manufacturing a chemical product (the
“Project”) (Continued)

As at 31 December 2020, the carrying amounts of intangible
assets and property, plant and equipment subject to impairment
assessment were HK$97,964,000 and HK$107,166,000 (2019:
HK$94,532,000 and HK$141,268,000), respectively. Details of
the impairment testing of intangible assets and property, plant and
equipment are set out in Note 18.

Provision of ECL for trade receivables

The Group uses provision matrix to calculate ECL for the trade
receivables. The provision rates are based on internal credit ratings
as groupings of various debtors that have similar loss patterns.
The provision matrix is based on the Group's historical default
rates taking into consideration forward-looking information that
is reasonable and supportable available without undue costs or
effort. At every reporting date, the historical observed default rates
are reassessed and changes in the forward-looking information are
considered. In addition, trade receivables with significant balances
and credit impaired are assessed for ECL individually.

The provision of ECL is sensitive to changes in estimates. The
information about the ECL and the Group's trade receivables are
disclosed in Notes 42 and 25, respectively.

Useful lives of intangible assets

The Group determines the estimated useful lives for its intangible
assets with reference to the estimated periods that the Group
intends to derive future economic benefits from the use of these
assets. Management will revise the amortisation charge where useful
lives are materially different from those previously estimated. Actual
economic lives may differ from estimated useful lives. Periodic
review could result in a change in the period over which the related
costs are amortised and therefore amortisation expenses in the
future periods.
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REVENUE PN
(i) Disaggregation of revenue (i) WADE
2020 2019
HK$'000 HK$'000
FTHET FHT
Types of chemical products {LIEMES
Caustic soda BEmR 1,075,848 1,395,256
Chloromethane products S|4 716,931 993,162
Polymers =9 FE 460,350 421,070
Hydrogen peroxide BER 394,436 264,796
Fluorochemical products I EM 40,760 121,792
Styrene acrylic latex surface sizing agent KRB 70,207 44,136
Liquified chlorine IS 111,477 25,240
Others Hth 229,676 211,119
Total &t 3,099,685 3,476,571

(i)

For the years ended 31 December 2019 and 2020, no
revenue is recognised from the sale of properties.

All of the Group's revenue is recognised at a point in time and
derived from the PRC.

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 been 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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LEE & MAN CHEMICAL COMPANY LIMITED 3t THRATH

Notes to the Consolidated Financial Statements
e B HRRME

For the year ended 31 December 2020 #Z2020F12A31HIEFE

5.

REVENUE (CONTINUED)

(i)

(iif)

Performance obligations for contracts with customers
(Continued)

Sale of properties

For contracts entered into with customers for sale of
properties, the Group's performance does not create an asset
with alternative use to the Group. Taking into consideration of
the relevant contract terms, the legal environment and relevant
legal precedent, the management has concluded that the
Group does not have an enforceable right to payment prior to
transfer of the relevant properties to the customers. Revenue
from sale of properties is therefore recognised at a point in
time when the completed property is transferred to customers,
being at the point that the customer obtains the control of
the completed property and the Group has present right to
payment and collection of the consideration is probable.

The Group receives certain percentage of the contract value as
deposits from customers when they sign the sale and purchase
agreements and receives the remainder within 90 days from
the date of agreements. Depending on market conditions,
the Group may offer customers a discount compared to the
listed sales price, provided that the customers agree to pay
the balance of the consideration early while construction is still
ongoing. The deposits and advance payment schemes result
in contract liabilities being recognised throughout the property
construction period until the customer obtains control of the
completed property.

Transaction price allocated to the remaining
performance obligation for contracts with customers

For manufacture and sale of chemical products with product
delivery services, the performance obligation is expected to be
completed within one year. As permitted under HKFRS 15, the
transaction price allocated to these unsatisfied contracts is not
disclosed.

For sale of properties, the transaction price allocated to the
remaining performance obligations as at 31 December 2020
was HK$122,836,000 (2019: HK$9,877,000) and expected
to recognise revenue in 2021.
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SEGMENT INFORMATION 6. DIHEHR
(a) Operating segments (a) REDH
HKFRS 8 requires operating segments to be identified on ERMBREENESHRRELE
the basis of internal reports about components of the Group DEEARNIBIRE R AR ERAE
that are regularly reviewed by the chief operating decision KEZREHE  MASEETELE
maker (“CODM"), being the Chairman of the Company, in ARAN(EBEZEREAD - BIR
order to allocate resources to segments and to assess their NRIEFE RN ®E - WAE
performance. The CODM reviews the Group's profit as a ﬁ??ﬁi PR ETIZ D ERIR o =B
whole, which is generated solely from the manufacture and BERRARNAEENEBRG
sale of chemical products and determined in accordance with ﬂ i A 68 Bt AME 2R B A4 2 N8R
the Group's accounting policies, for performance assessment. %TKIE&%  WERRAEEN G
Therefore no separate segment information is prepared by the BR AR R - Bt - AEEI &
Group. BT BB D EERS o
(b) Geographical information (b) HEER
The Group's operations are located in the PRC. Most of the REENEBUNFE - REBEK
non-current assets are located in the PRC. All the Group's BOERBEEDUNFE - RNE
revenue from external customers is derived from the PRC for BN ESEAERE IR P
both years. ZWATIREHE -
(c) Information about major customers () BREXEEFER
No customer contributed over 109% of the total revenue of the R EFE A ER P EREBER
Group in both years. EEBAFEB10% °
OTHER INCOME 7. HfblgA
2020 2019
HK$'000 HK$'000
THET FHT
Bank interest income RITHB WA 5,354 4,368
Interest income from a joint venture B ERNAZABEHA 627 522
Government grants TR T 478 B 55,540 76,256
Scrap sales RE A 11,846 7,776
Electricity and steam income B )RR 20,852 27,296
Rental income HEWA 2,169 2,260
Others Ht 595 924
96,983 119,402
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2020 #Z2020F12A31HIEFE

8. OTHER GAINS AND LOSSES Hibhh =R EE
2020 2019
HK$'000 HK$'000
THET FHTT
Net gain from changes in fair value of financial &2 A EFTABEZ SREE
assets at fair value through profit or loss N EZE 2 F W= 1,026 3,742
Loss on disposal of property, plant and BREME - WEMEEBEL
equipment (789) (3,998)
Loss on termination of lease arrangements KIEHREZ PR - (152)
237 (408)
9. INCOME TAX EXPENSE FriSdi %z i
2020 2019
HK$'000 HK$'000
THERT FET
The charge comprises: B
Current tax RNERTHIR
PRC Enterprise Income Tax (“EIT") AR ATISHL 108,561 144,451
PRC withholding tax on dividend income B B ATEHNH 14,581 14,348
Other jurisdictions Hih el R 588 -
Overprovision in prior years — EIT VAR E 24 B PT1S T (7,718) (9,044)
Deferred tax — current year BIETIA — NFERET IR 9,462 389
125,474 150,144

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
PRC subsidiaries is 25%.

For the years ended 31 December 2020 and 2019, Jiangsu Lee
& Man Chemical Limited (“Jiangsu L&M") and Jiangxi Lee & Man
Chemical Limited (“Jiangxi L&M") are entitled to a favourable EIT
rate of 15% to 2021 and 2023 respectively, as they have been
qualified as High and New Technology Enterprise, which is subject
to renewal for every three years.

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

No provision for Hong Kong Profits Tax is made for both years since
there are no assessable profits.
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INCOME TAX EXPENSE (CONTINUED)

According to Cai Shui 2008 No.1 published by the State
Administration of Taxation (“SAT"), dividend distributed out of the
profits generated since 1 January 2008 by a PRC entity to a non-
PRC resident shall be subject to the PRC EIT pursuant to Articles
3 and 27 of the Income Tax Law Concerning Foreign Investment
Enterprises and Foreign Enterprises and Article 91 of the Detailed
Rules for Implementation of the Income Tax Law for Enterprises
with Foreign Investment and Foreign Enterprises. Under the Double
Taxation Arrangement between Hong Kong and the Mainland China,
the withholding tax rate applicable to the Group is 5%.

The tax charge for the year can be reconciled to the profit before
taxation per the consolidated statement of profit or loss and other

comprehensive income as follows:
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9. FIEHXH(E)

BERRHHER((ERHRELER]) T
Bt 7 B 200855 1597 3014+ - B20084F
1TA1RR  FREEEEMESGF
FREFREBEFERSBRS @ BRE
HNEIRE R ERINE S EBERASEINR
27E LA RANERE B EFINE S EFTS
FAEmAAIEI ZE 2 T BN+ B
EHEH - REFENPEAHAE R
SEESRBENRTE - AEEBEANTENH
K550 o

FARERX B SEa MEBEmK
mARPTPIBRTR AR B L ER AT

2020 2019
HK$'000 HK$'000
FET FHET
Profit before taxation B AE A 628,102 850,915
Tax at the domestic income tax rate of 25% R E AT R250% 2 Fi1A
(2019: 25%) (2019 : 25%) 157,026 212,729
Tax effect of share of profit/loss of FE(hE & EMB A DIERF,
joint ventures and associates BEZBHBTE 2,173 (28)
Tax effect of expenses not deductible in 755 T B AR T i AR N AT H0FR 2
determining taxable profit 2B E 24,620 26,494
Tax effect of income not taxable in B TE FEAR B A e tB 7B FE AR TR UL
determining taxable profit 2B E (6,747) (2,384)
Effect of concessionary rate granted to PRC FENBARIEEREHR X ZE
subsidiaries (72,214) (96,107)
Effect of different tax rate of subsidiaries Hih iR EER 28
operating in other jurisdictions 4,948 4,136
Overprovision in respect of prior year AR FEE %R (7.718) (9,044)
Withholding tax on dividend income IR B ATEHHL 23,386 14,348
Income tax expense for the year FAER 125,474 150,144

At the end of the reporting period, the Group has retained profits of
certain PRC subsidiaries amounting to HK$1,178,258,000 (2019:
HK$1,285,176,000). Deferred tax liabilities have been recognised
in respect of HK$767,820,000 (2019: HK$555,560,000) of
such accumulated profits. No deferred tax liabilities has been
recognised in respect of the remaining HK$410,438,000 (2019:
HK$729,616,000) of such retained profits as it is the intention of
the Directors of the Group to retain certain earnings within these

subsidiaries.

RERR  AEBZ2ETHEEE
N AB B F s A5 A 1,178,258,000 7
7£(2019 : 1,285,176,000%& 7T) - HE
oz E BT m A A 767,820,000 7T
(2019 : 555,560,000/ 7t ) #& R B AL 7
HEE BARASEEESEEBTFAT
BRRZEMB R MY ERZFE
15 5 ) R 2 T 84 2615 410,438,000 7T
(2019 : 729,616,0007% T ) R IELEFR
HAE -
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9. INCOME TAX EXPENSE (CONTINUED)

The following is the analysis of the deferred tax balances for
financial reporting purposes:

9. FIEHXM(E)

AT RERER R -

2020 2019

HK$'000 HK$'000

FEx FiBT

Deferred tax assets IR E = 23,093 22,335
Deferred tax liabilities EIERIR AR (50,021) (38,697)
(26,928) (16,362)

The following are the major deferred tax (liabilities) assets

UTREBEERA(REB)EERFA

recognised and movement thereon during the current and prior R EEHS AR EE)
reporting period:
Deferred
income in
respect of
subsidy
received for  Undistributable
Revaluation acquisition profits of
of investment of assets the PRC
property  BEREWEH subsidiaries
REME LEWEZHAN HEFARZ Total
ZEff A 41306 AOWAE CEH
HK$'000 HK$'000 HK$'000 HK$'000
THT T THET TET
(Note)
(#13z)
At 1 January 2019 #2019%1/1R (11,167) 23233 (28,409) (16,343)
Charged to profit or loss nhzEER - (389) - (389)
Exchange realignment 5 % 248 (509) 631 370
At 31 December 2019 20195 12A31H (10919) 22,335 (27,778) (16,362)
Charged to profit or loss NhZEER - (657) (8,805) (9,462)
Exchange realignment X AE (711) 1415 (1,808) (1,104)
At 31 December 2020 720205128318 (11,630) 23,093 (38,391) (26,928)

Note: The investment property with carrying amount of HK$72,619,000 was
transferred to properties under development for sale in prior years.
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10. PROFIT FOR THE YEAR
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10. FRRF

2020 2019
HK$'000 HK$'000
FEx FiBT
Profit for the year has been arrived at after FREMENRGEA)
charging (crediting):
Directors’ emoluments (Note 13) EEREHMAETI3) 50,744 50,695
Other staff costs (excluding directors): Hih B TRA(EZF/RIN) ¢
Salaries and other benefits e LHEHAMER 261,165 252,305
Retirement benefit schemes contributions RN ET B 7,608 14,419
Total staff costs BT KA 319,517 317,419
Capitalised in inventories u‘l‘f\T_EZi % (143,991) (141,780)
175,526 175,639
Finance costs: BLERKA
Interest on bank borrowings IRITERZ M EX 58,371 77,533
Lease liabilities HEBE 71 222
Less: amounts capitalised to property, plant W NIE - B RS
and equipment (Note) Btz e (H57) (2,591) =
55,851 77,755
Auditors’ remuneration Z AN B &
— Audit services EET RS 1,800 1,850
— Non-audit services —IERFT RS 355 225
Cost of inventories recognised as expenses BEERAX HNTFERA 1,968,153 2,090,457
Depreciation of property, plant and equipment  ¥)% « BB L& E2ITE 341,133 332,343
Depreciation of right-of-use assets EREEENE 5,414 6,530
Amortisation of intangible assets B A Y 2,801 3,052
Total depreciation and amortisation FrERBHEAE 349,348 341,925
Capitalised in inventories EtATEZERE (298,173) (295,173)
51,175 46,752
Note: During the year ended 31 December 2020, certain borrowing costs capitalised HiaF - BE20205F12A318 - FHENMEHEE
arose from specific borrowings and were calculated by applying a capitalisation RRAHR TR RE %?KFE&%%HQ;&$1UI%¢

rate of 4.99% per annum to expenditures on qualifying assets.
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12.

EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share is based
on the profit for the year attributable to owners of the Company of
HK$502,628,000 (2019: HK$700,771,000) and 825,000,000
(2019: 825,000,000) shares in issue during the year.

The computation of diluted earnings per share for 2020 and
2019 do 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 for both years.

BRER

BREARBERRN TR AQARES A
2 A 502,628,000 7T (2019 -
700,771,000 % JT ) & 825,000,000 A&
(2019 : 825,000,0000% ) 5+ & °

2020F R2019F FREERFINFTE
HTRBITEARRBNERE - BAEZ
EHBRENTEERRE FRMHMNFEY
& -

DIVIDENDS 12. K2
2020 2019
HK$'000 HK$'000
FET FHBT
Dividends recognised as distributions during ~ FREER DR ZIEE. :
the year:
Final dividend of HK15 cents per share for BZE2019F 12 A3 1B IEFEARE
the year ended 31 December 2019 AREE R 571 123,750 =
Interim dividend of HK7.5 cents per share for ~ #Z2020F12 A31 8 [EFEH 5
the year ended 31 December 2020 M B BRR7 5784 61,875 -
Final dividend of HK15 cents per share for B ZE2018F 12 A31HIEFERE
the year ended 31 December 2018 REER15E - 123,750
Interim dividend of HK18 cents per share for ~ #Z=2019412 431 H [tFEH
the year ended 31 December 2019 MR B8/ - 148,500
185,625 272,250

A final dividend of HK16.5 cents (2019: HK15 cents) per share
amounting to HK$136,125,000 (2019: HK$123,750,000) in
respect of the year ended 31 December 2020 has been proposed
by the directors and is subject to approval by the shareholders in
the forthcoming annual general meeting.
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13. DIRECTORS’ AND CHIEF EXECUTIVES’ EMOLUMENTS 13. EERFTETHAEFHMH
Directors’ and chief executives’ emoluments for the year, disclosed BEERFETHABRAEE 2F MR
pursuant to the applicable Listing Rules and the Hong Kong BEA TR RI R EB R ARG EE 0
Companies Ordinance, is as follows: T

Contributions Share-based

Salaries to retirement Discretionary performance

and other benefit bonus related

benefits ~ schemes  payments incentive
Fees HeR  BAER BfE  ERRHH Total

ik Eth3ER SRR REFXH BNERRD &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET THET THET THET THER THER
(Note)  (Note 34)
(Hiit) (Hit34)

Year ended 31 December2020  £Z2020512A31B LEE

Executive directors HiTEE

Ms. Wai Siu Kee BOBERT 960 1,200 - 5,026 - 7,186
Mr. Lee Man Yan (“Mr, Lee")* ENRRE(FREN 3,000 1,200 - - 32,775 36,975
Mr. Yang Zuo Ning BiEERE - 1,050 2 - - 1,052
Professor Chan Albert Sun Chi (Fiivre it - 4,991 - - - 4,991

Independent non-executive directors BV 877 E

Mr. Wan Chi Keung, Aaron BBS JP FiEek St AEBBSA FAi T 180 - - - - 180
Mr. Wong Kai Tung, Tony TRREE 180 - - - - 180
Mr. Heng Victor Ja Wei MxRExE 180 - - - - 180

4,500 8,441 2 5,026 32,775 50,744
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13. DIRECTORS’ AND CHIEF EXECUTIVES’' EMOLUMENTS

13. EERFERITHRAESHME)

(CONTINUED)
Contributions Share-based
Salaries to retirement  Discretionary  performance
and other benefit bonus related
benefits schemes payments incentive
Fees Gek  RIKER kg ERRip Total
we Efth M ST REXN EMEBRR At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Thx Thx Thx Thx TAT TAT
(Note) ~ (Note 34)
(Wit)  (Wit34)
Year ended 31 December 2019 HZ2019F12A318LFE
Executive directors HITEE
Ms. Wai Siu Kee (e 960 1,200 - 7,007 - 9,167
Mr. Lee Man Yan (“Mr, Lee")* ENRRE(FREN 1,200 1,141 - - 32,684 35,025
Mr. Yang Zuo Ning BEERE - 950 12 - - 962
Professor Chan Albert Sun Chi BREHAR = 5,001 = = = 5,001
Independent non-executive directors BV 377 E
Mr. Wan Chi Keung, Aaron 885 /» Hl Tt Eepst Tt 180 - - - - 180
Mr. Wong Kai Tung, Tony TRREE 180 - - - - 180
Mr. Heng Victor Ja Wei MxR@xE 180 - - - - 180
2,700 8292 12 7,007 32,684 50,695

* M Lee is also the chief executive officer of the Company

The executive directors’ and non-executive directors’ emoluments
shown above were mainly for their services in connection with the
management of the affairs of the Company and the Group and for
their services as directors of the Company, respectively.

Note: Other performance related incentive payments were determined with regards to
individual performance. None of the directors waived any emoluments in both
years.
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14. FIVE HIGHEST PAID INDIVIDUALS 14. BELEBREFHMAL
Of the five highest paid individuals of the Group during the year, FA - AEBLESZSFHMA LR 35
three (2019: three) were directors of the Company, details (2019 : 3B) RARRESE - HMl&F
of whose remuneration are set out in Note 13. Details of the BERNHIEE13 - SR T 2B E=FMES
remuneration for the year of the remaining two (2019: two) highest (2019 : 2B) RIEA DB EFTHITHA
paid employee who is neither a director nor chief executive of the oo BRFFHFBOT -

Company are as follows:

2020 2019

HK$'000 HK$'000

FET T

Salaries and other benefits e REMmEF 2,637 2,323
Their remuneration fell within the following HEHEMRATEE -

bands:

2020 2019

Number of Number of

individuals individuals

AE A

HK$1,000,001 to HK$ 1,500,000 HK$1,000,001 £ HK$ 1,500,000 2 2
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15. PROPERTY, PLANT AND EQUIPMENT 15. Y% - BWERRE

Leasehold
land and
buildings
and
leasehold  Furniture
improvements fixtures and
AELHR  equipment Motor  Plantand Construction
BFM M- £E  vehicles machinery in progress Total
HEMEEL Rkt RE  BEREE  HEIE ait
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Thx TAL TAL TAL TAT AT
CosT A
At 1 January 2019 #201951818 509,026 39,780 17515 43232% 534214 5423831
Additions AE - 7,738 1,984 98214 556,535 664,471
Disposals B - (685) (497)  (19651) = (20,833)
Transfer % 56,224 1,086 - 799273 (856,583) =
Exchange realignment A (11,420) (1,115) (429)  (137,163) (9487)  (159614)
At 31 December 2019 R2019%12A31R 553,830 46,804 18573 5,063,969 224679 5907,855
Additions AE 4941 2617 449 34,549 482,820 525376
Disposals L& - (478) (929) (5,741) - (7,148)
Transfer i 9,808 = = 27415 (37,223) =
Exchange realignment & 5 36,794 3,166 1,469 332,660 36,614 410,703
At 31 December 2020 R®2020%12A318 605,373 52,109 19562 5452852 706890 6,836,786
DEPRECIATION e
At 1 January 2019 R2019%1A1H 95272 19,593 10872 1,450,332 - 1576069
Provided for the year RERRE 23,170 5771 1,784 301,618 - 332,343
Elimination on disposal L ERHE - (445) (444) (15,104) - (15,993)
Exchange realignment BN AR (2,657) (614) (270) (64,091) - (67,632)
At 31 December 2019 R®2019%12A31R 115,785 24305 11942 1672755 - 1,824,787
Provided for the year RERE 26221 6,178 1,729 307,005 - 341,133
Elimination on disposal L E R - (377) (773) (3,440) = (4,590)
Exchange realignment 5 AE 9,083 1,909 829 125,809 - 137,630
At 31 December 2020 #®2020%12A31R 151,089 32015 13727 2,102,129 - 2298960
CARRYING VALUE REE
At 31 December 2020 R2020%12A318 454,284 20,094 5835 3,350,723 706890 4,537,826
At 31 December 2019 120194124318 438,045 22,499 6631 3391214 24679 4,083,068
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15.

16.

PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

The above items of property, plant and equipment are depreciated
on a straight-line basis at the following rates per annum:

Leasehold land and buildings and 5%—7.5%
leasehold improvements

Furniture, fixtures and equipment 20%

Motor vehicles 25%

Plant and machinery 5%—20%

As at 31 December 2020, the Group's leasehold land and
buildings represent buildings in the PRC and leasehold land and
building located in Hong Kong amounted to HK$448,763,000 and
HK$5,52 1,000 (2019: HK$432,568,000 and HK$5,477,000)
respectively.

As at 31 December 2020, the buildings include an amount of
HK$14,060,000 (2019: HK$14,144,000) shared from a joint
operation as set out in Note 33 to the consolidated financial
statements.

As at 31 December 2020, the Group's construction in progress
amounting to HK$141,007,000 (2019: Nil) have been pledged to
secure banking facilities to the Group.

RIGHT-OF-USE ASSETS

Annual Report 2020 &R

15. Y% - BERREE)

¥ - BERRBER DLERE
R A

HMELTHHREFEEE  5%-75%
MRS

R - KB REE 20%

B 25%

RS Fe i B 50%0—20%

MR2020F 12 A31H  AEENEE
THEEFARRURAPEHEF -
UREBSHHEELHWREFD R A
448,763,000 ¥ JT K& 5,521,000 7 7T
(2019 : 432,568,000 JT X 5,477,000
BIT) o

MR2020%F 128318 BF2EEEHE
BIET & & EBHIE(L 214,060,000
7£(2019 : 14,144,000 7C) @ =EHR
IR TSR RMIFES3 -

MR2020F 12 A31H » AEBAHE
141,007,000/ 7T (2019 : )W ERZT
REEAUAARESERIRITHE -

16. FREEE

Office
properties
and
Leasehold dormitory
land HAEYHE Total
HELH RES At
HK$'000 HK$'000 HK$'000
FET FHET T
At 1 January 2019 R2019%F1H1H 147,770 6,376 154,146
Depreciation for the year BEITE (3,332) (3,198) (6,530)
Termination of lease arrangements LIFTHERHE - (1,382) (1,382)
Exchange realignment M 5, B (3,206) (30) (3,236)
At 31 December 2019 A2019F12831H 141,232 1,766 142,998
Depreciation for the year BEHE (3,287) (2,127) (5414)
Additions (Note) wNE(BE) = 6,904 6,904
Exchange realignment B 5, R 2 9,012 47 9,059
At 31 December 2020 720205F12831H 146,957 6,590 153,547
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16. RIGHT-OF-USE ASSETS (CONTINUED) 16. FREEE(Z)

2020 2019

HK$'000 HK$'000

FET FHBT

Expense relating to short-term leases RETHEERA - 1,151
Total cash outflow for leases MER SR EHE 2,274 4,568

Note: During the year ended 31 December 2020, the Group entered into two lease
agreements for the use of office and dormitory with LMP Group for three years.
The Group has recognised an addition of right-of-use assets and lease liabilities
of approximately HK$6,081,000.

For both years, the Group leases office properties and dormitory
for its operations. Lease contracts are entered into for fixed term
of three years. Lease terms are negotiated on an individual basis
and contain a wide range of different terms and conditions. In
determining the lease term and assessing the length of the non-
cancellable period, the Group applies the definition of a contract
and determines the period for which the contract is enforceable.

The Group has obtained the land use right certificates for all
leasehold lands.

As at 31 December 2020, the right-of-use assets include an
amount of HK$2,294,000 (2019: HK$2,206,000) shared from a
joint operation as set out in Note 33 to the consolidated financial
statements.

Restrictions or covenants on leases

In addition, lease liabilities of HK$6,597,000 are recognised with
related right-of-use assets of HK$6,590,000 as at 31 December
2020 (2019: lease liabilities of HK$1,850,000 and related right-
of-use assets of HK$1,766,000). The lease agreements do not
impose any covenants other than the security interests in the leased
assets that are held by the lessor. Leased assets may not be used as
security for borrowing purposes.
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SN - 20205128318 - HE &
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INTANGIBLE ASSETS 17. BEE
Technical
knowhow Software Total
1900 E 8 B a5t
HK$'000 HK$'000 HK$'000
FHET FET FET
COST RS
At 1 January 2019 R2019F1A1H 114,279 192 114,471
Exchange realignment B 5, 8 2 (2,540) (4) (2,544)
At 31 December 2019 R2019F12H31H 111,739 188 111,927
Exchange realignment DE 3 SR EE 7,273 12 7,285
At 31 December 2020 MR2020F12A31H 119,012 200 119,212
AMORTISATION #aH
At 1 January 2019 201951 H1H 13,821 32 13,853
Provided for the year oS 3,014 38 3,052
Exchange realignment M 5, B (381) @) (383)
At 31 December 2019 R2019F12H31H 16,454 68 16,522
Provided for the year & F Y 2,763 38 2,801
Exchange realignment M 5, B 1,222 6 1,228
At 31 December 2020 202012 H31H 20,439 112 20,551
CARRYING VALUE REE
At 31 December 2020 7A2020F12831H 98,573 88 98,661
At 31 December 2019 R2019F12H31H 95,285 120 95,405

LEEFEEERTEERAFR - ZFE

The above intangible assets have finite useful lives. Such intangible
assets are amortised on a straight-line basis over the following
periods:

Technical knowhow 10 to 39 years
Software 5 years
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IMPAIRMENT TESTING ON INTANGIBLE ASSETS AND
PROPERTY, PLANT AND EQUIPMENT

For the purposes of impairment testing, certain intangible assets
set out in Note 17 and property, plant and equipment in Note 15
have been allocated to the Project, which is an individual CGU.
As at 31 December 2020, the carrying amounts of intangible
assets for technical knowhow and property, plant and equipment
relating to the project were approximately HK$97,964,000 and
HK$107,166,000, respectively (2019: HK$94,532,000 and
HK$141,268,000, respectively).

The basis of the recoverable amount of the above CGU and the
major underlying assumptions are summarised below.

The recoverable amount of this CGU has been determined based
on its value in use. The calculation uses discounted cash flow
model based on the financial budgets approved by the directors of
the Company covering a five-year period (2019: three-year), and
a pre-tax discount rate of 13.1% (2019: 10.7%). The cash flows
beyond the five-year period (2019: three-year) are extrapolated
using a steady growth rate of 3% (2019: 3%) per annum. This
growth rate is determined based on the expected long-term inflation
in the PRC. Other key assumptions relate to the estimation of cash
inflows/outflows which include budgeted sales and gross margin
generated from the CGU, such estimation is based on the past
performance of the CGU and management's expectations on the
market development.

During the years ended 31 December 2020 and 31 December
2019, the management of the Group determines that there is no
impairment on this CGU as the recoverable amount of this CGU
exceeds its carrying amount.
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A

BEARME - W1 7EN A
FEEEENRMFI5EY 2H T
W BMEREKBEHESEEEZIAR -
HEAERREEEENMN - K2020F 12
A318 - 815 H B BRI A3 e &
FEERMZE  BERKEREED 5
#9 /97,964,000 7T & 107,166,000 7
76 (2019 : 5 BlI#1 594,532,000 T &
141,268,000/ 7T) °

PR eELEURAKOSE I EER
EZ2MERERERB T

ZEeEEBM 2B B IIREE
AEETEEE - ;T ERANUESA
ERERKEE (2019 : =F) AkiE
ZIRERERATBRAFERESE =
BEBEAZBRIITIRE13.1%(2019 :
10.7%) - (2019 : = )HARIIM 2 IR
EmE R KEFEREEI0(2019 :
300)HEITHE - WIEREBREFREH A
HREPARMETE - i E/RELHEIR
ERA HE(BEEEEEENRSE
ABNELZEMNR)ETERE - ZEF
DERRSEABN 2 BERENE
BY SRR 2 BHMET

HZE2020F12 8318 &2019512A31
AEFE  A5EERERBZRTE
AEMBERE ERAZRESEASBAM
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19. INTERESTS IN JOINT VENTURES

Annual Report 2020 F#

2020 2019
HK$'000 HK$'000
FExT FAT
Cost of unlisted investments in joint ventures ~ FE EHA &2 2 IRWER A
(Note) (Hiat) 125,166 24,177
Exchange realignment b H % (5.449) (2,105)
Share of loss and other comprehensive FEMEREREM DS H
expense (14,115) (5,610)
105,602 16,462

Note: During the year ended 31 December 2020, the loan to a joint venture,
amounting to HK$97,755,000, was capitalised as investment in that joint

venture. Details of the loan capitalisation were set out in the Company's
announcement dated 31 December 2020.

Details of each of the Group's joint ventures at the end of the
reporting period are as follows:

it :

EHZE2020F 12 A3 B IFEEHE - 495
97,755,000/ L2 & A EBEREE AR
W BRZE ERE 2R - BREREN
FEEEN A AR HEA20205F12A31H
ZRER -

BEREPR  ~KSEREHAELE
HRFBRSIET -

Proportion
Place of of ownership
establishment/ Class of interest held Principal
Name of entity Form of entity incorporation  shares held by the Group activity
FERE AEEHEEEN
BEREW BRKA B33t B kil BRTRBRERLS TEXHK
2020 2019
FRARABERARAA Limited incorporated PRC Registered 40% 40%  Provision of port
BRARKL h capital facilities
M EAR RAED R
Southern Hill Company Limited ~ Limited incorporated Hong Kong Ordinary 50% 50%  Investment
HEERAR BRARML BE Tk holding
REER
Wholly owned subsidiary of
Southern Hill Company
Limited:
AL EME LA
Ruichang Lee & Man Logistics  Limited incorporated PRC Registered 50% 50%  Provision of port
Company Limited BRARRAL h capital facilities
(‘Ruichang L&M") AR RAEO %

HEEXMRBRAR
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19. INTERESTS IN JOINT VENTURES (CONTINUED) 19.

The joint ventures are accounted for using the equity method in the

consolidated financial statements.

Summarised financial information in respect of each of the
Group's joint ventures are set out below. The summarised financial
information below represents amounts shown in the joint ventures’
financial statements prepared in accordance with HKFRSs.

SRR ER(E)

BECLETINER A NREMBTRE -

BFRAEEESEAREALELEZUMBE
Ko BURIAT c ATHMBERRKRAEE
CRUBRE 2 SRETVIRFEWHE
AlfREL -

ERRBEEBRAT ERRBEEERAT
2020 2019
HK$'000 HK$'000
FEx FHTT
Current assets MEEE 16,984 12,112
Non-current assets FEMENEE 59,690 59,409
Current liabilities mEEaE (32,093) (30,366)
The above amounts of assets and liabilities include the following: NEEENBESBEEENLT !
2020 2019
HK$'000 HK$'000
T FHT
Cash and cash equivalents ReRBHEEHED 16,150 11,669
Current financial liabilities (excluding trade RBHBEE(TEERNES R
and other payables and provisions) H fth /I8 J 845 ) (29,592) (27,778)
2020 2019
HK$'000 HK$'000
FEx FHTT
Revenue YA 11,228 11,257
Profit for the year FRE M 670 430
Other comprehensive income (expense) FREM2EE ()
for the year 2,757 (938)
Total comprehensive income (expense) FAZEEEGEE)
for the year 3,427 (508)
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19. INTERESTS IN JOINT VENTURES (CONTINUED) 19. ABDEER(E)
ERRBEXER DT (Continued) ERFREBEXBRAR(E)
The above profit for the year includes the following: LEMFRENBEAT
2020 2019
HK$'000 HK$'000
FHET FHT
Depreciation e (3,949) (4,068)
Interest income FEMA 240 220
Interest expense FEXH (1,329) (1,122)
Reconciliation of the above summarised financial information to NEEBEEARBEXBRAA 2=
the carrying amount of the interest in F R R BB X G R 2 A RE S RN ER G AR E M BHRE
recognised in the consolidated financial statements: 2 HIER
2020 2019
HK$'000 HK$'000
FTHExT FHETT
Net assets of FHARABEEAR AR BARBEXARARZIFEE 44,581 41,155
Proportion of the Group's ownership interestin - AEEEFE EAREEXER A A
EARBEXERAF HEE B 40% 40%
Carrying amount of the Group's interest in REBRENEARBERAR
BERARABEFRARLA NEIZEE TR 17,832 16,462
Southern Hill Company Limited and its subsidiary FAEERARREME AR
2020 2019
HK$'000 HK$'000
FHET FHTT
Current assets MENEE 10,252 6,036
Non-current assets FERBEE 236,883 222,111
Current liabilities mENaE (219) (253,137)

Non-current liabilities IEREAEE (71,376) -
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19. INTERESTS IN JOINT VENTURES (CONTINUED) 19. SEOESER(E)
Southern Hill Company Limited and its subsidiary (Continued) HEERARRAEKE DR (E)
The above amounts of assets and liabilities include the following: NEFEERBESBEEENT :
2020 2019
HK$'000 HK$'000
FEx FHBT
Cash and cash equivalents ReRBRSEHEED 5,021 1,032

Current financial liabilities (excluding trade and BN HAE(TRIEENE S X
other payables and provisions) Hofth B K ) - (252,920)

Non-current financial liabilities (excluding trade  JERBF B AEBE(TRIEENES R

and other payables and provisions) ELth FRIE R ) (71,376) =
2020 2019
HK$'000 HK$'000
T T
Revenue ON 5,388 —
Loss for the year FNERE (2,392) (6,173)
Other comprehensive income (expense) FAEMEERE(ZH)
for the year 7,827 (2,791)
Total comprehensive income (expense) for FARAZEBEZH)
the year 5,435 (8,964)
The above loss for the year include the following: FERNEEBEAT
2020 2019
HK$'000 HK$'000
FHET FHT
Depreciation and amortisation e K S (4,017) (3,846)
Interest income FBUA 15 1
Interest expense FEZH (2,352) (2,205)
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19. INTERESTS IN JOINT VENTURES (CONTINUED)
Southern Hill Company Limited and its subsidiary (Continued)

Reconciliation of the above summarised financial information to
the carrying amount of the interest in Southern Hill Company

Annual Report 2020 F#

SRR ER(E)
REERARARENEAR(E)

A EBRNMBEERFARBERRA
AINEMBAR Z #EaRE S RERR

Limited and its subsidiary recognised in the consolidated financial e mE  HER
statements:
2020 2019
HK$'000 HK$'000
THET FHET
Net assets (liabilities) of Southern Hill HEBRARFEERE)
Company Limited 175,540 (24,990)
Proportion of the Group's ownership interest ~ AEEFHREIEGRARRAE S
in Southern Hill Company Limited =ikl 50% 50%
87,770 (12,495)
Unrecognised share of loss and other REREEEBREMMEEKE
comprehensive income - 12,495
Carrying amount of the Group's interest in AEBRENFEERR AT ZRE
Southern Hill Company Limited G 87,770 -
2020 2019
HK$°000 HK$'000
THET FHET
The unrecognised share of loss and other AERFARGEELEBER
comprehensive income of a joint venture HAth 2 W ES
for the year - 2,618
Cumulative unrecognised share of loss of a ZEtEEaEREER
joint venture - 10,631
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20.

INTERESTS IN ASSOCIATES 20. BEhE DR
2020 2019
HK$'000 HK$'000
FExT FBT
Cost of unlisted investment in associates ELEMEEDEZIRENA 21,127 20,033
Exchange realignment M 5 8 B 878 (447)

Share of (loss) profit and other comprehensive  fE{k (J&518 )34 F &

(expense) income HfemGEw) e (156) 33
21,849 19,619

Details of the Group's associates at the end of the reporting period

BEAREHE  AEEZBELRY

are as follows: FAERT
Proportion of
Place of Class of ownership interest  Principal
Name of entity Form of entity establishment shares held held by the Group  activity
FisRE EEBATEN
BERER BREKA B i B ohil 353547 FTEEH
2020 2019
T EmisEE ] Limited incorporated ~ PRC Registered 49% 49%  Sale of steam, construction and
BB BRARKL H capital maintenance of steam pipelines,
AR sale of heat-supply equipment and
appliance
HERT BRERGEREE
EREAN  REREA
TEIBMERHT  Limited incorporated ~ PRC Registered 28% 28%  Research and product development
BRAR7 BRRRKL EP capital e REm
AR
The associates are accounted for using the equity method in these Bt R T AR AT NGRS TS HRE -

consolidated financial statements.

Summarised financial information in respect of each of the Group's
associates are set out below. The summarised financial information
below represents amounts shown in the associates’ financial

statements prepared in accordance with HKFRSs.
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20. INTERESTS IN AN ASSOCIATE (CONTINUED) 20. BELEIER(E)
HETRERKNIERLE HETHREKXNERAR
2020 2019
HK$'000 HK$'000
FTHET FHETT
Current assets MEEE 10,370 6,883
Non-current assets SEMENEE 35,550 34,800
Current liabilities BB S (1,859) (2/451)
The above amounts of assets and liabilities included the followings: NEEERBESBEEENUT :
2020 2019
HK$'000 HK$'000
T FHET
Cash and cash equivalents ReRHEEHED 5,740 2,219
Revenue WA 10,294 7,320
Loss for the year FEEE (80) (18)
Other comprehensive income (expense) FEAMPERE(ZH)
for the year 2,597 (922)
Total comprehensive income (expense) FE2AKEGIH)
for the year 2,517 (940)
Reconciliation of the above summarised financial information to LN BRI EMEEA N ER AR ZHE
the carrying amount of the interest in ¥t & T #5 8 2 1 R A A mARE © BRI S E RSt ARSI R
recognised in the consolidated financial statements: =T HER
2020 2019
HK$'000 HK$'000
FTHET FHETT
Net assets of I & T AGEEA N ERA T ImEMIEERNERATFEE 44,061 39,232

Proportion of the Group's ownership interestin - AEEF G E MIEEA N HR

InEmiEERAN AR AR UNGIE 2oy i) 49% 49%
Carrying amount of the Group's interest in REBIRENHEMBAERNBER
In S MIBAANERAT] RELZIRE S 21,590 19,224
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20. INTERESTS IN AN ASSOCIATE (CONTINUED)

TEHAMBMERERRAF

20. B ER(E)
TEHHMBMBRERRATF

2020 2019

HK$'000 HK$'000

THET FHBT

Current assets MEEE 1,625 1,431
Current liabilities mENBE (1,205) @1

The above amounts of assets and liabilities included the followings: NFEERBESEBFBAUAT

2020 2019

HK$'000 HK$'000

THERT T

Cash and cash equivalents ReRBSEEY 1,143 614
Revenue WA - =
Loss for the year FNERE (544) (175)
Other comprehensive income for the year FRHEAM P E R 51 23
Total comprehensive expense for the year FREEXZH (493) (152)

Reconciliation of the above summarised financial information to
the carrying amount of the interest in JT&R T M RIEHE AR AR

A EBRT#HI M BB RERARZ
R RE S B P B ARG ARE Y

recognised in the consolidated financial statements: MR ZEER -
2020 2019
HK$’000 HK$'000
FTHET FHETT
Net assets of TERFT M K RHZBR A ) TR R ER AR 2 FEE 420 1,410
Proportion of the Group's ownership interest in YT & T80 £ EHE B R A B A #E
TR R R AR A A Z B 28% 28%
Carrying amount of the Group's interest in LEFT M B R AR AR Z
TR M BRI B R AE] FRE &8 118 395
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21.

22.

LOAN TO A JOINT VENTURE/AMOUNT DUE FROM A
JOINT VENTURE/AN ASSOCIATE

The loan to a joint venture represented shareholder's loan to
Southern Hill Company Limited. As at 31 December 2019, the
amount was unsecured and interest-free and formed part of the
net investment in the joint venture. The loan is denominated in US
dollars which is a currency other than the functional currency of the
relevant group entity. During the year ended 31 December 2020,
this loan has been fully capitalised to interest in a joint venture.
Details of the loan capitalisation were set out in the Company's
announcement dated 31 December 2020.

As at 31 December 2020 and 2019, the amount due from a
joint venture represented the loan to B AR B E X G R A7) for
construction of a pier. As at 31 December 2019, the amount was
unsecured, interest-bearing and repayable in October 2019. The
loan agreement was renewed in 2020 and as at 31 December
2020 the loan is unsecured, interest-bearing and repayable in
October 2021.

The amount due from an associate is unsecured, interest-free and
repayable on demand.

Details of impairment assessment are set out in Note 42.

21.
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ECEN EREERE

A
BOEHE

ZEELEEREZREEGRARMRK
HER - 2019 12A31H » %&£
BEERBEREE  RKAGELETF
WER—B D - ERAETHE =B
HEEE BTN EE NI EE - &
FE2020F12A31HIEFE - ZEFRE
EHEREIWK ARG E R ER o
BERERMENFBEHRARR B A
2020F 12 A31HZRER -

20204 2019128318 » Bl A
EOEFBELAEARBELERA AN
B3 - R2019F 128310 %Z&8A
I - 5B MA2020F10AEE - &
BN 2020F 8 H) - H E 2020412
A318 ' ZERERR 518 RE2021
FI0AEE -

FEURE & R R R R EER - BRI

RERHEFHIEBN 42 ©

GOODWILL 22. BHE

HK$'000

FHT

COST AND CARRYING VALUES AR EREE
At 1 January 2019 20191 A1H 2,682
Exchange realignment B 3, R B (60)
At 31 December 2019 FE20194F12H31H 2,622
Exchange realignment M 34, FE B 171
At 31 December 2020 72020512H31H 2,793
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23.

24.

INVENTORIES 23. 78
2020 2019
HK$'000 HK$'000
FHET FATT
Raw materials and consumables [ERR A 374,140 394,661
Work in progress & m 31,943 22,780
Finished goods BURK oh 98,372 132,943
504,455 550,384

PROPERTIES UNDER DEVELOPMENT FOR SALE

The properties under development for sale are located in the PRC,
and expected to be completed within one year from the end of the
reporting period.

As at 31 December 2020, the carrying amount of leasehold
land included in properties under development for sale was
HK$72,190,000 (2019: HK$67,778,000). The carrying amount
of leasehold lands is measured at cost less any accumulated
depreciation and any impairment losses. The residual values are
determined as the estimated disposal values of the leasehold land
component. No depreciation charge is made on the leasehold
lands taking into account the estimated residual values as at 31
December 2020.
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24. FERERYE

FEERTOEUNTBERBEHERS
IR —F 2 AR °

R2020F 12 A31H  HFEHEEH
WERMBENHAELHNERES
72,190,000/ 7T (20194 : 67,778,000
BIr) o ME LR EREEUK AR AT
R Z2EHTEMEARERKE © Rtk
BERTEAHELHBONESEEE
B - ZEHNEHZE2020F12 831 B
FHEE ABHRELEHRITEES -



25. TRADE AND OTHER RECEIVABLES

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

Included in the balance are trade receivables of HK$105,170,000
(2019: HK$115,432,000), and the ageing analysis of trade
receivables based on dates of goods receipt notes or goods delivery
notes, which is the same as the revenue recognition date at the end
of the reporting period is as follows:
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25. BEWE S RHEMRIE

REE-—RETEIEPZHRERERTE
60K ©

FERESREMRECEREKE S
8% 3 A& 105,170,000 /& JT ( 2019 :
115,432,000/ 7T) + FEUE 5 BRFKA R
SHREBBESE B EEMNHE - Kl
WARER B EIFER - BRI T -

2020 2019

HK$'000 HK$'000

FEx FiTT

Not exceeding 30 days T EB30KR 95,533 103,929
31-60 days 31 260X 9,342 8,376
61-90 days 61290K 178 2,748
91-120 days 91E120K 60 81
Over 120 days B 120K 57 298
Trade receivables Z 5 UK 105,170 115,432
Prepayments AR 103,366 102,014
Deposits to suppliers T EERT & 50,359 18,983
Value-added tax receivables FEUBUEERIA 34,081 36,950
Other receivables H fth FEUR 3,098 17,148
Total trade and other receivables JEWE 5 Rk B At FRIE & 5T 296,074 290,527

As at 1 January 2019, trade receivables from contracts with
customers amounted to HK$103,288,000.

Before accepting any new customer, the Group assesses the
potential customer's credit quality by investigating its historical credit
record and then defines its credit limit. Trade receivables that are
neither past due nor impaired are considered to be recovered bases
on historical experience.

At 31 December 2020, trade receivables of HK$3,343,000 (2019:
HK$12,413,000) was past due. The Group does not hold any
collateral over the overdue balance.

Details of impairment assessment are set out in Note 42.
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MR2019F 1A 18 ' RERFAHNE S
JfE U FRIE 103,288,000 7T °

REMNEAFELA - AEEEBRE
BEPZAEEERENERBEEEREE
BYBRATHEERE - RBER
% BUEEHTERE L BKE SRR
SRGERTHE o

F2020F 128318 * 5145 3,343,000/%
7t(2019 : 12,413,000/ 7T) FEW ZE 5 B8R
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26.

27.

AMOUNTS DUE FROM (TO) RELATED COMPANIES 26. FEW(FE()BBEATHE
2020 2019
HK$'000 HK$'000
FEx FHTT
Amounts due from Lee & Man Paper MR SGER AR A F R
Manufacturing Limited and its subsidiaries HfEARI([FRGEL )
("LMP Group”) 16,492 16,138
Amount due to LMP Group FERT IR SEAR (13,227) (15,307)

Note: LMP Group is beneficially owned and controlled by Mr. Lee's family member.
The amount represents a trade balance which is unsecured, interest-free bearing
and aged within 90 days.

Details of impairment assessment are set out in Note 42.

BANK BALANCES AND CASH AND BANK BALANCES
WITH RESTRICTED USE

Bank balances and cash comprise cash held by the Group and short
term bank deposits with an original maturity of three months or less.
The deposits carry prevailing market interest rates which range up to
3.50% (2019: 3.40%) per annum.

As at 31 December 2020, the bank balances with restricted
use included (i) bank deposits amounting to HK$24,380,000
(2019: HK$6,619,000) as guarantee deposits and for the
use of construction of properties under development for sale
under pre-sale in the PRC and (ii) bank deposits amounting to
HK$11,658,000 (2019: HK$23,634,000) pledged to banks to
secure certain bills payable granted to the Group.

Details of impairment assessment on bank balances and bank
balances with restricted use are set out in Note 42.
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27.

e - IBSCEK BT R ARG B B A M
Bl o RBALHHE  BEE £5TR
90K MEILR -

ERHE F BRI KT RES2 ©

RITEBRRRERZRFBITEER

BITHEB LIRS EAERRBEEZES
MIRANA3EA S R3ME AR 2 5 H
BITER - ZEGRIEMBEEXER
53.50%(2019 : 3.40%)5H 8. °

R2020F 128318 @ RGBT
BIE () 4258 524,380,000 7T (2019 :
6,619,000/870) MRTTE RIERERTE
FoWAREFRABBE A RPEFS
BREBYENERMG)E KA TIET
B ER1T1F 7K 11,658,000 7T (2019 :
23,634,000/ 7T ) @ LATEIRIR T AREER
AETENERE -

BRARITRER MR GIRITARREAR
A HE— S F BRI EES2 ©
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28. TRADE AND OTHER PAYABLES 28. ENESZRHEMKE
Trade and other payables principally comprise amounts outstanding ENESRHEMRETERRESEE
for trade purchases and ongoing costs. The credit period obtained RFERIKAZ RANRIE - EH5HEE
for trade purchases is 7 to 45 days. ZREREARTEASK o
Included in trade and other payables is trade payables of ERHESMNEMARBERCREEMNES
HK$107,256,000 (2019: HK$107,160,000). The ageing analysis of 8k % A 107,256,000 /& s ( 2019 :
trade payables based on the invoice date at the end of the reporting 107,160,000/ 7T) - FEFTE 5 IR
period is as follows: EHRIZEZAZRESITAT
2020 2019
HK$'000 HK$'000
THET FHT
Not exceeding 30 days T EB30KR 66,847 62,624
31-60 days 31E60K 13,823 16,807
61-90 days 61290k 6,338 3,692
Over 90 days 90K A E 20,248 24,037
Trade payables =) ANFN 107,256 107,160
Construction costs payable and accruals R IERREREA 164,345 137,338
Other payables HAb R 101,028 103,872
Value-added tax accruals TEIRIEER 1A 14,538 16,136
Other accruals HEiEIRE R 44,904 43,139
Total trade and other payables e E 5 R EAMRIAE T 432,071 407,645
Analysed for reporting purposes as: EMREDITRE ¢
Non-current liabilities FERBEE 33,344 40,747
Current liabilities mBAE 398,727 366,898
432,071 407,645
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28.

29.

TRADE AND OTHER PAYABLES (CONTINUED)

As at 31 December 2020, the balance of other payables included
a non-current deferred income, amounting to HK$23,877,000
(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.

As at 31 December 2020, the balance of other payable included
an amount of approximately RMB8,000,000 (equivalent to
HK$9,467,000) (2019: approximately RMB10,500,000 (equivalent
to HK$11,667,000)) of remaining consideration payable for the
acquisition of the non-controlling interests of a subsidiary in 2019
and the amount was expected to be repayable after one year after
the reporting period.

28. ENESREMMKEAE)

R2020F 128318 » WEHL T B BT
4T 2 BIFEHETE B £ % 423,877,000
775(2019 : 29,080,000 7T) Z 3F7 &
BEEWAEBSEEMEBEMNRT - 55
FIERARERNREER -

R2020F 128318 EfbENZES
WE—HNE AR IR ES 2B T
FERT B H A4 A R 8,000,000t (4
£ 19,467,000 70 ) (2019 : HAR
#10,500,000 7T ( 49 % 72 11,667,000 7%
TL))  RATEHERNEREHE—F
B1EE -

CONTRACT LIABILITIES 9. EHEE
2020 2019
HK$'000 HK$'000
T FHTT
Manufacture and sale of chemical products BLETNHE TEMm 67,665 55,157
Sale of properties MEHE 67,506 9,877
135,171 65,034

Analysed for reporting purposes as: EREDITRAE -

Non-current liabilities ERBEE - 9,877
Current liabilities mEEE 135,171 55,157
135,171 65,034

As at 1 January 2019, contract liabilities amounted to
HK$50,690,000.

Contract liabilities, that are not expected to be settled within the
Group's normal operating cycle, are classified as current and non-
current based on the Group's earliest obligation to transfer goods or
services to the customers.

The following table shows how much of the revenue recognised in
the current year relates to carried-forward contract liabilities.

m

R2019F1A1H » 24 8¢
50,690,000/8 7T °

3

BEMAE  HEHTSEAKELEREL
LBEHRNES  AIRBASERERT
FEBRAMIMBNER - D2 RRBDE
BEAFERENRIE

TRITRAFEZRAERT B
LPBENRERESE -

2020 2019

HK$'000 HK$'000

FET FETT

Manufacture and sale of chemical products BUENMEECTER 49,967 46,857
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29.

30.

CONTRACT LIABILITIES (CONTINUED)

Typical payment terms which impact on the amount of contract
liabilities recognised are as follows:

Manufacture and sale of chemical products

Contract liabilities represent receipts in advance from customers for
incompleted performance obligations on sale of chemical products
and are recognised as revenue when the Group performs its
obligations under the contracts. Performance obligation is expected
to be satisfied within one year from the inception of contracts.

Sale of properties

The Group receives the consideration in advance from sale of
properties to customers. The advanced receipts result in contract
liabilities being recognised until the customer obtains control of the
completed property.
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BHEEE)
HERREVWABCEBEKTE L, —
M FR GRS -

HENHEELLTIER

BHNABEREFPAEHEE(CIERMA
BITHEHOREONBKIE - ARAE
BETENEBREASEA - HHE
BREI 2 BE—FABITREAOET -

YIRS
rEERERP H&HX%%%’EELBZ?AIE :

EE%ELBZMIEFEZ BEEREPE
BORIMEZE %U%ﬁﬁﬁﬁm 2

LEASE LIABILITIES 30. HEERE
2020 2019
HK$'000 HK$'000
THET FHT
Lease liabilities payable: ERHEESEE:
Within one year —FRA 2,384 1,850
Within a period of more than one year B —F RN B
but not exceeding two years 2,101 -
Within a period of more than two years 460 R FE B 8 LA
but not exceeding five years 2,112 -
6,597 1,850

The weighted average incremental borrowing rates applied to lease
liabilities is 4.19% (2019: 4.75%).

Lease obligations are denominated in RMB.
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31. BANK BORROWINGS 31. $BITER
2020 2019
HK$'000 HK$'000
FExT T
Secured bank loans BHEMIRITER 94,675 =
Unsecured bank loans EHERIRTITER 1,437,481 1,498,452

1,532,156 1,498,452

Carrying amount of bank borrowings based on &&= FT7IFEFTER B EZ

scheduled repayment dates set out RITRERARREE -
in the loan agreements:
Within one year —FA
More than one year, but not exceeding m—F AT E
two years
More than two years but not more than BRFETE AT
five years
Less: Amounts due within one year shown o —FARENSRER
under current liabilities TFR

Amounts shown under non-current liabilities RIERBEETIIR

The exposure of the Group'’s borrowings are as follows:

458,663 587,538
802,136 640,914
271,357 270,000

1,532,156 1,498,452

mBAE

(458,663) (587,538)

1,073,493 910,914

AEEZEEMEERRGLHIHBE N
T

2020 2019

HK$°000 HK$'000

FET FHET

Fixed-rate borrowings EEMERK 291,225 559,064
Variable-rate borrowings FRER 1,240,931 939,388

As at 31 December 2020, the Group's variable-rate borrowings
carry interests at 0.70% to 1.30% over Hong Kong Interbank
Offered Rate (“HIBOR") or at 1.0% under to 0.9% over Loan Prime
Rate (“LPR") (2019: 0.70% to 2.20% over HIBOR).

172

1,532,156 1,498,452

R2020F 128318 @ KEBEHTBE
RIEBBRITEERE LIZ070%E
1.30% IR B EEERNET)Z1.0%0E £
7F0.9%zET 8. (2019 : BERITREERE
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31.

32.

BANK BORROWINGS (CONTINUED)

The ranges of effective interest rates per annum on the Group's

borrowings are as follows:
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31. |RITEMGE)

AEEBRZERENREEMT

2020 2019

Effective interest rates: BERA =
Fixed-rate borrowings TERMERK 3.70% to 4.35% to
4.48% 4.75%
Variable-rate borrowings EEER 0.93% to 2.42% to
4.99% 4.35%

The following amounts of bank borrowings are denominated in
currency other than the functional currency of the relevant group

AT 2BENRITERAREEEERAY

e R AN B ETE -

entities.
2020 2019
HK$'000 HK$'000
FHET BT
HK dollars BT 922,414 939,388
SHARE CAPITAL 32. B
Number of
ordinary
shares Amount
ZRERNEE ©H
HK$'000
FET
Ordinary shares of HK$0.10 each: FREE0B T2 LB -
Authorised: AR
At 1 January 2019, 31 December 2019 and 20191 A18 ~ 2019124318 K&
31 December 2020 2020%12A31H 5,000,000,000 500,000
Issued and fully paid: BITRER
At 1 January 2019, 31 December 2019 and 20191518 ~ 2019F12A318 %
31 December 2020 202012 A31H 825,000,000 82,500

There was no movement in the Company’s share capital for both

years.
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33.

34.

INVESTMENT IN A JOINT OPERATION

The joint operation was constituted from 50% shareholding of Hong
Kong Baptist University Investment Limited operating a research
center located in Changshu City, Jiangsu Province, the PRC.

At 31 December 2020 and 2019, the aggregate amounts of assets
and expenses recognised in the consolidated financial statements
relating to the Group's investment in this joint operation are as
follows:

33.

BREKRE

REZEBBHEEIAREARAALZ
500X MK - KA BT & E AT Z
BT D

R2020% %2019 12 A31H + A&E
REBEEEBR 2 IREEHREVBRE
RHNEENBRRASTEIT ¢

2020 2019

HK$'000 HK$'000

THET FHTT

Property L7JES 14,060 14,144

Right-of-use assets EREEE 2,294 2,206

16,354 16,350

Expenses ZH 1,014 1,318
SHARE OPTION SCHEME 34. BRAETE

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 has 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 expires on 12
June 2026. On 14 July 2017, 82,500,000 share options with an
aggregate market value of HK$154,200,000 were granted and the
provision of the Scheme shall remain in full force and the holder
of all options granted under the Scheme prior to such termination
shall be entitled to exercise the outstanding options pursuant to the
terms of the Scheme until expiry of the said options.

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.
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34. SHARE OPTION SCHEME (CONTINUED)

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

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

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

The exercise price of the options 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$0.10, being the par value of a
share in the Company, (i) 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.

The following table discloses movements of the Company's share
options during the years ended 31 December 2019 and 2020:
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4. BIRRESTEI(E)

R2017F7 8148 R H A ERESR
2022F 4R HEE o WASBESUAT
KA BE  ZEERESTHTEER
2022F4 A 1HZE2027%3 A31 HHER
T LATT(E

() WAEEHZE2021F12A318 1
MRFEZFFBEERKBRAR
EBEEHZE2016F 128318 I8
I E % A 216,195,0005 7T 2
150% - B1182,500,00017 i % # 15
A H2022F4 A1 HE20274%3 A
JINH(EEMABREENRN)EESTT
{5 3¢

(i) WAEEEHZE2021F128318 1
BB & 2 /A B 8RR ESCO) A
MEE - BEAEEEH E2022F
12A31 8 EHBREE 2 FFBEER
BB AEEEHE2016F12 A31
B LF B EF 73 216,195,000
BT 2 160% -+ 182,500,000 17 &
R REAE R 202344 5 1 H £2027
FIAH(EEMABEEN)E
FT{E -

EGRURTFERECEREZTEES
372770 BR2017F6 A 13AMES
SEFZLLETI =ZE2EBEX(UARS
AYEVEETE ¢ ()0.107 7T - BN EI(E -
(R ETTEEREER N FillES
eeEEAEMIMER 2 EHRER
Bl 2 B IR (B3 7278 7T » K (iR B
EpibETEEREEREMEHA LM
EEeeREANAERS BEBIA
B FARERMY Z’RHD T
{E °

HZE2019F K20205F 12 A31HILEE
R AR RBEBRAEZE 2T ¢

Number of
Director Date of grant Exercise price  Exercisable period share options
= R B8 TEEE  1TEH BREHR
HK$
BT
Mr. Lee %4 14 July 2017 372 1 April 2022-31 March 2027 82,500
Exercisable at the end of
the year
RERA F1TE =
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34. SHARE OPTION SCHEME (CONTINUED)

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 at the date of grant were as follows:

34. BRAEREI(E)

R2017F7A 14BN EREZ HE
N FABE A 154,200,000/ 7T * JhE A
ZHAEA([ER])EE - HEmMmEA
T -

Share options

with an exercisable
period from

1 April 2022 to

31 March 2027
BREZTERA
2022F4R1HZE
20273 831H

Share price at date of grant
Exercise price

Expected volatility

Expected life of share options
Expected dividend yield
Risk-free rate

Fair value of share option

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.

The risk free interest rate was estimated based on the yield of 5-year e
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$32,775,000 for
the year ended 31 December 2020 (2019: HK$32,684,000) in

relation to share options granted by the Company.

R B HRRE HK$4.44
IEE HK$3.72
TRE R IR (FF) 44.29% per annum
B ETR RIS R 9.7 years
TEHAlR B X 3.24%
R f A1) 2 1.52%
B2 A THE HK$1.87

BREZAFEEND2EHERE LG
1BRhZ 5 -

BEHIRRIEBERFRARIREZE LK
IREEE ° *ﬁﬁﬁﬁ%ﬁﬁﬁﬁﬁiﬁﬁaﬁﬁTT
B TERFIRTRAERZFZER
BEREMGF A

BHNXRBEECHEERCAFH
@I\E%ﬁﬁ%fﬁi\&tﬂ B HfhET -

BHRBERBIEAERREZAFEE
TIRE R & EMRE - ﬁﬁﬂﬂﬁéfﬁﬁﬂﬂ =T
TERR RS RN E

PR B 2 AR AE - B Z=2020%F 12
A318 I FEAREEE #:232,775,000
BT EBA(2019 : 32,684,000/ 7T) °
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35.

36.

317.
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CAPITAL COMMITMENTS 35. EAKIE
2020 2019
HK$'000 HK$'000
THET FHT
Acquisition of property, plant and equipment  BEEWERE K& E 287,864 239,036
Acquisition of right-of-use assets BECAEEE 23,069 21,660
310,933 260,696
OTHER COMMITMENT 36. Hth&ig
At the end of the reporting period, the Group had commitments RBEBAR  AEBEABHT
for granting shareholder’s loan of HK$25,658,000 (2019: 25,658,000/8 7L (2019 : 27,045,000
HK$27,045,000) to Southern Hill Company Limited to cover the TO) R ER TREIEBRA R B IERARE
initial costs and expenses of undertaking the pier construction in VAP BIAE 2BEES 28
Jiangxi Province, the PRC. PR ST -
RETIREMENT BENEFIT SCHEMES 37. EARBRIFHE
Defined contribution scheme REH-KETE

The Group operates the Mandatory Provided Fund Scheme (“MPF
Scheme") for all qualifying employees in Hong Kong. The assets of
the MPF Scheme are held separately from those of the Group, in
funds under the control of trustees. The Group contributes monthly
the lower of HK$1,500 or 5% of the relevant monthly payroll costs
to the MPF Scheme, which contribution is matched by employees.

The employees of the Group's subsidiaries in the PRC are members
of state-managed retirement benefit schemes operated by the
government of the PRC. The PRC subsidiaries are required to
contribute certain percentage of payroll costs to the retirement
benefit scheme to fund the benefits. The only obligation of the
Group with respect to the retirement benefit schemes is to make
the specified contributions.

The total cost charged to profit or loss of HK$7,610,000 (2019:

HK$14,431,000) represents contributions payable to these
schemes by the Group in respect of the current reporting period.
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PEERAEBzEESHAFEAR - IH
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AEBZHENBARZEEHRTH
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ZEREMB AR ARFME 25T
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38. RELATED PARTY TRANSACTIONS AND BALANCES 38. FEXRFRMEER

BRIGEE16 ~ 21 26PN < BB A LR
PRI ARERBBEALTRER

Apart from the transaction and balances with related parties as set
out in Notes 16, 21 and 26, the Group had significant transactions

with related parties during the year as follows: FEITZEARR ST
Name of related party Relationship Nature of transactions 2020 2019
HELSER & XHMHE HK$'000 HK$'000
FHET FET
LMP Group A Group beneficially Electricity and steam fee paid 72,651 71,635
BER owned and controlled ENBEBRERE
by Mr. Lee's family
members Rental expense paid 1,830 1,857
AEREREKE ENHEEER
Kt/ 2= Ee ] WA/NG]
Sale of chemical products 126,331 91,566
HE T EM
Electricity and steam fee received 76,804 70,984
ERBEBRERE
Rental income received 2,107 2,166
BEHAESIA
FRRBEX A joint venture Management fee paid 3,560 4,132
ARRF] RERE ENERE
Interest received 627 552
BIFIS
in &2 A joint venture Management fee paid 2,714 =
ARRF] RERE ENERE
ImEmiSsEE N An associate Steam fee received 7,186 5,839
ARRAT] Bedx BHERE
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38.

39.

RELATED PARTY TRANSACTIONS AND BALANCES 38.

(CONTINUED)

Except for the related party transactions and balances described
above, the Group has entered into a joint venture arrangement with
LMP Group. Details of the joint venture and the commitment to the
joint venture are set out in Notes 19, 21 and 36, respectively.

The remuneration of directors and other members of key
management during the year was as follows:

Annual Report 2020 F#

REX S R&ER(E)

Br EXCATIt BB A X5 REHIN 0 K
EEEEERTUSECETH - &
BEERHAECEZ EMEANEEF
BD BIEHMIFET9 ~ 2136 °

EEHEMTEEERERENFRZ M
TWT

2020 2019
HK$°000 HK$'000
FET FHET
Short-term employee benefits RHAE T1a A 58,340 56,921
Post-employment benefits RIKRER 74 112
58,414 57,033

MAJOR NON-CASH TRANSACTIONS 39. TEHBRERH

During the year ended 31 December 2020, the Group's acquisition
of property, plant and equipment of HK$198,599,000 (2019:
HK$210,740,000) was settled through transfer of deposits paid in
the prior years.
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40. PARTICULARS OF PRINCIPAL SUBSIDIARIES OF THE

COMPANY

Particulars of the Company's principal subsidiaries at 31 December

40. XA EEMEAT

R2019%F K2020F 12 A31BARA] 2

2019 and 2020 are as follows: FEMBRRFBLOT
Nominal value of issued
Name of Place of and fully paid share Attributable
subsidiary incorporation capital/paid-in capital equity interest Principal activities*
ERTRBZRE
Lol INCE=e MRS HE BHRE bRz TEEB
2020 2019
Jiangsu L&M (Note) PRC Paid-in capital 100% 100% Manufacture and sale
IHEXE TER AT H - US$78,750,000 of industrial chemical
(#1it) BRRA products
—78,750,000% T AERBEETIRCIER
Jiangxi L&M (Note) PRC Paid-in capital 100% 100% Manufacture and sale
AREXETAERRAR - US$335,190,000 of industrial chemical
(H1zt) (2019: US$285,190,000) products
BHRA EERBEEIXIIERD
—335,190,0005% T
(2019:285,190,000%7T)
Lee & Man (International) ~ Hong Kong Ordinary shares 100% 100% Investment holding
Investment Limited B - HK$100 REER
BX(ER)REERAT B
—100/87C
Lee & Man Chemical British Virgin -~ Share 100% 100% Investment holding
Investment Limited Islands - US$1 RERR
Bt TRBAR AT HBRUES KK
—1%T
Changshu Yunhong Realty ~ PRC Paid-in capital 100% 100% Property development
Limited & - RMB120,000,000 ESE
FAEREFXARAA B
— AR%120,000,0007T
Guangzhou Lee & Man PRC Paid-in capital 100% 100% Research and product
Technology Company H - RMB11,000,000 development
Limited BERRA R Mm%
EMEXHBEARRAT — AR#11,000,0007
Zhuhai Lee & Man PRC Paid-in capital 100% 100% Manufacture and sale
Materials Science H - US$18,000,000 of industrial chemical
Company Limited BEHRA products
KSR AR AR —18,000,000% 7 FERHETRLIER

incorporation unless otherwise stated.

Note:

The principal place of operation of each company is the same as its place of

These companies are registered in the form of wholly-owned foreign
investment enterprise.
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40. PARTICULARS OF PRINCIPAL SUBSIDIARIES OF THE

41.

42.

COMPANY (CONTINUED)

Only Lee & Man Chemical Investment Limited is directly held by the
Company.

The above table lists the subsidiaries of the Company which, in the
opinion of the directors, principally affected the results and/or net
assets of the Group. To give details of other subsidiaries would, in
the opinion of the directors, result in particulars of excessive length.

None of the subsidiaries had any debt securities outstanding at the
end of the year.
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40. RKATETEWE AT (E)

REEXETRERRARRBARA
BHERA -

EERRLERFINZARFMBEAR -
DEBXEAKBEZREREEZR
A - EER/ERUEMHBAR 2
B EHRELE °

BT B 1 BN F AL S F MRS 45
BEAARERZ EHES -

CAPITAL RISK MANAGEMENT 41. EXEBER
The Group manages its capital to ensure the entities in the Group REBEETERNER  UBRRAEEE
will be able to continue as a going concern while maximising the TEERBREAKERLERE  RAREBR
return to shareholders through the optimisation of the debt and BILEB RRAGERFRBRRZAME
equity balance. The Group's overall strategy remains unchanged o AEENEREREE FFERIFET
from prior year. &
The capital structure of the Group consists of net debt, which AEENEAEBERIEFAE(HEPhaE
includes the bank borrowings disclosed in Note 31, net of bank M RE3 1 PTIR BE A SR 1T A SRR R 1T 45
balances and cash, and equity attributable to owners of the BRIRE) RARRIERTE ARG ER
Company, comprising issued share capital and various reserves. (BEEBITRARZIERE) -
The directors of the Company review the capital structure RAREEERMABERRE - ERZL
periodically. As part of this review, the directors consider the cost of ERAN—8  EFGEEELRNAR
capital and the risks associated with each class of capital. Based on REBRERANEERR - REEFHNE
recommendations of the directors, the Group will balance its overall & AEEEEBIRMRE - BITHR
capital structure through the payment of dividends, new share issues ARBATHEA T E H B E AR -
as well as issue of new debts.
FINANCIAL INSTRUMENTS 42. $@MTHE
42a. Categories of financial instruments 42a. MT AR
2020 2019
HK$'000 HK$'000
FET FHET
Financial assets TRHEE
Financial assets at amortised cost BB CREE 563,089 508,196
Financial assets at FVTOCI BRAFEFARMEEWEG 2
STREE 134,289 156,105
Financial liabilities THEE
Financial liabilities at amortised cost REBHER Az ERAE 2,025,250 2,022,420
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42. SRIE(E)

42b. K EREEBFEREE

The Group's major financial instruments include trade and
other receivables, bills receivable, loan to a joint venture,
amounts due from (to) a joint venture, an associate, related
companies, bank balances with restricted use, bank balances
and cash, trade and other payables, bills payable and bank
borrowings. Details of these financial instruments are disclosed
in respective notes. The risks associated with these financial
instruments include market risk (currency risk and interest
rate risk), credit risk and liquidity risk. 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.

Market risk
(1)  Currency risk

The Group mainly operates in the PRC and the exposure
in exchange rate risks mainly arises from fluctuations of
foreign currencies, including HK dollars and US dollars
against the functional currency of the relevant group
entities. Material transactions and balances that are not
denominated in the functional currency of the relevant
entities give rise to foreign currency exposure as follows:

(i) US dollars — in terms of loan to a joint venture and
bank balances and cash.

(i) HK dollars — in terms of bank balances and cash
and bank borrowings.

Exchange rate fluctuations and market trend have
always been the concern of the Group. Management
will monitor the foreign currency exposure closely and
consider the use of hedging instruments when the need
arises.
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42. FINANCIAL INSTRUMENTS (CONTINUED)

42b.Financial risk management objectives and policies
(Continued)

Market risk (Continued)
(i) Currency risk (Continued)

Non-derivative foreign currency financial assets and
financial liabilities

At the end of the reporting period, the carrying amount
of the Group's financial assets and financial liabilities
denominated in currencies other than the functional
currency of the relevant group entities are as follows:

Annual Report 2020 F#

42. SRMIE(E)

42b. Y EBREEBEREE(E)

®

SRR (&)

g A

HFNTEINECREENRERE

&

REREHR - AR EER AR
ERDEEBAINZ EERR
MEMEENEBARE  HIR
EENT

2020 2019
HK$'000 HK$'000
FET FET
Assets BE
HK dollars BT 19,296 24,325
US dollars ETT 4,845 103,708
Liabilities =L
HK dollars BT 922,414 939,388
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42. FINANCIAL INSTRUMENTS (CONTINUED)

42b.Financial risk management objectives and policies

(Continued)
Market risk (Continued)

(1)  Currency risk (Continued)

Non-derivative foreign currency financial assets and

financial liabilities (Continued)

Sensitivity analysis

The following table details the Group’s sensitivity to a 5%
appreciation and depreciation in the functional currency
of the relevant group entities (i.e. RMB and HK dollars)
against the above foreign currencies. 5% is the sensitivity
rate and represents management's assessment of the
reasonably possible change in foreign exchange rates.
The sensitivity analysis adjusts their translation at the
period end for a 5% change in foreign currency rates. A
strengthening of the functional currency of the relevant
group entities against the above foreign currencies would
give rise to the following impact to post-tax profit for the

year and vice versa.

42. SRIE(E)

42b. Y EBREEBERBE(E)

R ()

®

EEER (&)

FEITEINE S
&(#&)

BMEERESRE

TRAMFIIA A EEANIEE
SEERYEESE (AR
KETT) Btk Bl SN RY BTt
K NBE5% 2 BURE © 5%H) K
RJE MR E TR B AT {4 IMEE
KM S IR AL b - £ HIRRS
50 SN [E RE & - FRER
PE 5 =AM AT AF
HHEE - EHREEER Y
BEER NG E SN R RS
B K< FERBRERMA T
TERZIA -

2020 2019

HK$'000 HK$'000

T FHIT
Financial assets and liabilities: BEMEERAR :

Increase (decrease) on post-tax FRERTE

profit for the year w AN O )

— HK dollars —BTT 45,156 45,753

— US dollars —3%7T (242) (5,185)
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42. FINANCIAL INSTRUMENTS (CONTINUED)

42b.Financial risk management objectives and policies
(Continued)

Market risk (Continued)

(i1)

Interest rate risk
Non-derivative financial assets and liabilities

The Group's cash flow interest rate risks mainly relate
to its variable rate borrowings (see Note 31 for details
of these borrowings). It is the Group’s policy to keep its
borrowings at floating rate so as to minimise the cash
flow interest rate risk. The Group’s bank balances also
have exposure to cash flow interest rate risk due to the
fluctuation of the prevailing market interest rate on bank
balances.

The Group is exposed to fair value interest rate risk in
relation to fixed rate bank borrowings (see Note 31 for
detail of these borrowings). The Group aims at keeping
borrowings at variable rates.

The Group's exposures to interest rates on financial
liabilities are detailed in the liquidity risk management
section of this note. The Group's cash flow interest
rate risk is mainly concentrated on the fluctuation of
HIBOR arising from the Group's HK dollars denominated
borrowings and LPR arising from the Group's RMB
denominated borrowings.
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42b. Y EBREEBEREE(E)
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42. FINANCIAL INSTRUMENTS (CONTINUED) 2. SRMIAE)

42b. Y EBREEBERBE(E)

42b.Financial risk management objectives and policies
(Continued)

Market risk (Continued) 5 ERE (&)

(i)

Interest rate risk (Continued)

Non-derivative financial assets and liabilities (Continued)

Sensitivity analysis

The sensitivity analysis below has been determined
based on the exposure to interest rates for non-derivative
financial instruments at the end of the reporting period.
For variable rate bank borrowings, to the extent that
they are not hedged by effective instruments, and
bank balances, the analysis is prepared assuming the
stipulated change taking place at the beginning of the
financial year and held constant throughout both years
in the case of instruments that have floating rates. 10
(2019: 10) basis point and 50 (2019: 50) basis point
increase or decrease are used by the management for
the assessment of the possible change in interest rates of
variable rate bank balances and variable rate borrowings,
respectively.

If interest rates had been 10 basis point higher or lower
and all other variables were held constant, the Group’s
post-tax profit for the year ended 31 December 2020
would increase or decrease by HK$348,000 (2019:
HK$223,000). This is mainly attributable to the Group's
exposure to interest rates on its variable rate bank
balances.

If interest rates had been 50 basis point higher or lower
and all other variables were held constant, the Group's
post-tax profit for the year ended 31 December 2020
would decrease or increase by HK$6,205,000 (2019:
HK$4,697,000). This is mainly attributable to the Group's
exposure to interest rates on its bank borrowings.

186

(i) FIFEEREEE)

FTEEREENRBEGE)

LA U D AT RABIE FELT A
SR T ERAIRE AR 2 &
BT o BUFBRITIE KM
T W EES RGN T AR
ITHESRETTE D - DITHIRR
RN S FE IR E HIRAT
FTRR 2 E WA R F N MEIF T
B (BB EFTE 2T
B)mmE - 10(2019 : 10)&
25 %50(2019 : 50) E2h A1
WEBEEIED R FEF X
RISRITIE R AE 3k A R T =2
AT RE MR RTERF(E R o

fis K = 5 pnsk s A 10E &2 B
FrEEM A SR RERFTE
BIAREEE £20205F12 A31
B IEFE 2 BRE & 5 F K5 hn
3R 4> 348,000 7T (2019 ¢
223,00077T) + tETh R RIS
FEF BIRITEBRM S AERE
EE R R o

fis K1) 2= 4 pnsk sl A SO E &2 B
FrBHEM A SR EEFTE
BIAREBEZ 2020512 431
B IE 5 E 2 BREE & 5 B iRk
g1 416,205,00078 £ (2019 :
4,697,000/ 7T) © bt Ty RIR
TERM S ZEF B mS A E
EmEF =R



Annual Report 2020 &R

42. SRMIE(E)

42b. EEEBREEEERBE(E)

42. FINANCIAL INSTRUMENTS (CONTINUED)

42b.Financial risk management objectives and policies

(Continued)
Credit risk and impairment assessment

As at 31 December 2019 and 2020, the Group’s maximum
exposure to credit risk which will cause a financial loss
to the Group due to failure to discharge an obligation by
the counterparties arises from the carrying amount of
the respective recognised financial assets as stated in the
consolidated statement of financial position.

Trade receivables arising from contracts with customers and
bills receivable

In order to minimise the credit risk, the directors of
the Company have 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 Group performs
impairment assessment under ECL model on trade balances
and bills receivables based on provision matrix. In this regard,
the directors of the Company consider that the Group's credit
risk is significantly reduced. Credit risk on bills receivable is
limited because the counterparties are mainly from the banks
with high credit ratings assigned by international credit-rating
agencies. For the years ended 31 December 2019 and 2020,
the Group assessed the ECL for trade receivables and bills
receivable were insignificant and thus no loss allowance was
recognised.

The Group has concentration of credit risk as 15% (2019:
15%) and 43% (2019: 339%) of the total trade receivables
was due from the Group's largest customer and the five largest
customers, respectively.

Other receivables, loan to a joint venture and amounts due
from a joint venture/an associate/related companies

The Group assessed the impairment for its other receivables,
loan to a joint venture and amounts due from a joint venture/
an associate/related companies individually based on internal
credit rating and ageing of these debtors which, in the opinion
of the directors of the Company, have no significant increase
in credit risk since initial recognition. ECL is estimated based
on historical observed default rates over the expected life of
debtors and is adjusted for forward-looking information that
is available without undue cost or effort. For the years ended
31 December 2019 and 2020, the Group assessed the 12m
ECL for other receivables, loan to a joint venture and amounts
due from a joint venture/an associate/related companies were
insignificant and thus no loss allowance was recognised.
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42. FINANCIAL INSTRUMENTS (CONTINUED)

42b.Financial risk management objectives and policies
(Continued)

Credit risk and impairment assessment (Continued)
Bank balances and bank balances with restricted use

Credit risk on bank balances and bank balances with restricted
use is limited because the counterparties are reputable
banks with high credit ratings assigned by international credit
agencies. The Group assessed 12m ECL for bank balances
by reference to information relating to probability of default
and loss given default of the respective credit rating grades
published by external credit rating agencies. Based on the
average loss rates, the 12m ECL on bank balances and bank
balances with restricted use is considered to be insignificant.

The Group's internal credit risk grading assessment comprises
the following categories:

42. SRIE(E)

a2b. EREREEREREE(E)

=EmERE R R EE (E)

IRTTAERR R X R #IRTTAS £

A PR SR ER1T9 R BIRR (= AR AT AR
BHEENERFERSHRT - Eﬁ(

ﬁEﬁ%éﬁ&%ﬁE%‘JﬁEﬁ ERR 1B

BER - AEEFERITA ﬁ%ﬁ’]
-1— B AEHEERERZ %Eﬁiﬁl\

GEEIEREIY: 1 ioiEl ARy

BERWEOBENEDESE - $F<
EFHERE ﬁiﬁﬁﬁ%&iﬁlﬁ%u

RiTESBZ T _EAAEHEERE
WRRILFEK °

AEBERREERRFRERTE

BEATEEER -

Category Description Trade receivables Other financial assets
Rl Bt B 5 EWERA HitemEE
Performing  The counterparty has a low risk of default Lifetime ECL— not 12m ECL
credit-impaired
FB#) RPUFHEARERZORR BETEMEEEE - 1218 ARG EEE
FEEERE
Doubtful There has been a significant increase in credit Lifetime ECL — not Lifetime ECL — not
risk since initial recognition credit-impaired credit-impaired
A&t EE R B TR THERIA R AR I TR EEE - BRETEBEEEE -
FEEERE FEERE
In default There is evidence indicating that the assetis  Lifetime ECL — not Lifetime ECL — not
credit-impaired credit-impaired credit-impaired
) BRBELZEELREERE rRETRREEBE - BRETEBEEEE -
FEEERE FEEERE
Write-off There is evidence indicating that the debtoris  Amounts are written off  Amounts are written off
in severe financial difficulty and the Group
has no realistic prospect of recovery
VG| EEBELEBALEHREVHRAE#EE MRS it

AL B BB BRI E W 508
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42. FINANCIAL INSTRUMENTS (CONTINUED) 2. SRMIAE)

42b.Financial risk management objectives and policies 02b. cHEREERERBEKE)
(Continued)
EE R R B (E)

Credit risk and impairment assessment (Continued)

The tables below detail the credit risk exposures of the Group's TRAJAEEHNEXRRAEE

financial assets, which are subject to ECL assessment:

AR NS MAENEERS

External Internal 12-month Gross
Notes credit rating  credit rating  or lifetime ECL carrying amount
HNBEE RHBEE REASARE
= A T BHEERE BEREE
2020 2019
HK$'000 HK$'000
TET THT
Bills receivable at FVTOCI  N/A N/A Performing Lifetime ECL 134,289 156,105
— not credit-Impaired
BRAVLEFAEMZE TER NER JEES KERHEEER
W& ENERE - FEERE
Financial assets
at amortised costs
RBERAzSHEE
Trade receivables 25 N/A Performing Lifetime ECL 105,170 115,432
— not credit-impaired
EWE SR ER BY KEEHEEER
- FEERE
Other receivables 25 N/A Performing 12-month ECL 3,098 17,148
H AR i BY REABHEERSE
Loan to a joint venture 21 N/A Performing 12-month ECL - 97,755
RECEZER NER k) REABRSEESE
Amount due from 21 N/A Performing 12-month ECL 14,966 14,120
a joint venture
IR B %IA i Y REAEHEERSE
Amount due from 21 N/A Performing 12-month ECL 620 1,199
an associate
JEMCH & (S R NEA B REABRBEESE
Amounts due from 21 N/A Performing 12-month ECL 16,492 16,138
related companies
e BB AR FUA NER B4 REABRBEESE
Bank balances with 27 Aaa Performing 12-month ECL 36,038 30,253
restricted use
IR FIFITEEER Aaa Y REAEHEEERSE
Bank balances 27 A2-Aaa Performing 12-month ECL 386,444 216,016
FITHERR A2-Paa BH REABREESSE
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42. FINANCIAL INSTRUMENTS (CONTINUED)

42b.Financial risk management objectives and policies

(Continued)
Credit risk and impairment assessment (Continued)

The estimated loss rates are estimated based on historical
observed defaulted rates over the expected life of the debtors
and are adjusted for forward-looking information that is
available without undue cost or effort the grouping is regularly
reviewed by management to ensure relevant information
about specific debtors is updated.

The Group writes off a trade receivable when there is
information indicating that the debtor is in severe financial
difficulty and there is no realistic prospect of recovery, e.g.
when the debtor has been placed under liquidation or has
entered into bankruptcy proceedings, or when the trade
receivables are over two years past due, whichever occurs
earlier.

Liquidity risk

In the management of the Group's liquidity risk, the Group
monitors and maintains a level of cash and cash equivalents
deemed adequate by the management to finance the Group's
operations and mitigate the effects of fluctuation in cash flows.
The management of the Group monitors the utilisation of bank
borrowings and ensures compliance with loan covenants.

The following table details the Group's remaining contractual
maturity for its non-derivative financial liabilities and lease
liabilities. The table has been drawn up based on the
undiscounted cash flows of financial liabilities based on the
earliest date on which the Group can be required to pay.
Specifically, bank loans with a repayment on demand clause
are included in the earliest time band regardless of the
probability of the banks choosing to exercise their rights. The
maturity dates for other non-derivative financial liabilities are
based on the agreed repayment dates. The table includes both
interest and principal cash flows. To the extent the interest
flows are floating rate, the undiscounted amount is derived
from interest rate at the end of the reporting period.

The table includes both interest and principal cash outflows.
To the extent that interest flows are at floating rate, the
discounting rate and the undiscounted amount is derived from
interest rates at the end of the reporting period.
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42. SRIE(E)

42b. Y EBREEBERBE(E)
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42.

FINANCIAL INSTRUMENTS (CONTINUED)

42b.Financial risk management objectives and policies

(Continued)

Liquidity risk (Continued)

42. SRMIE(E)

Annual Report 2020 F#

42b. Y EBREEBEREE(E)

REELEE(E)

Weighted
average Total
effective undiscounted  Carrying
interestrate  0-30days 31-60days 61-90days 91-365days  1-2years  2-5years cashflows  amount
EnnE ERit]
THHE 030k 31-60k  61-90%  91-365% 12 155 REREMH BEE
HKS000  HKS000  HKS000  HKS'000  HKS000  HKS000  HKS000  HKS$'000
TER TER TER TER TET TEL TER THR
As at 31 December 2020 120205124318
Trade and other peyables B AR f51R - 3 - - - - 9467 363290 363290
Bils payeble ERZE - B8 B8 - 64050 - - 65T 1165TT
Amount due to a related
company EREEAFNE - B - - - - - B B
Lease licbles HEER 4.19% 28 28 28 1961 2131 2,161 7013 6,507
Pedaieborowings ~~ E5E 423% - 18453 24850 149486 109326 - N5 29125
Varicble-ate borowings 5 fE 3 198% 384T 73630 2671 158493 TI620 269787 1219248 1240931
09011 120982 2739 33990 828383 301415 2081470 2,031,847
Weighted
verage Total
effective undscounted ~ Canying
nterestrate  0-30days  31-60days  61-90days 91-365days  1-2yeas  2-5years cshfows — amount
B 3t
TEAE 030k 31-60R 61-90K  91-365K -2 5 RenEdy  BEE
HKS000  HKS00O  HKSOOO  HKSO00  HKS000  HKS000 HK$000  HKS000
Thn Th Tikn Thn Thn Tikn Thn  Tin
As at 31 December 2019 720195124318
Trade and other peyables B AR MR - 350 - - - - 11667 376898 376,898
Bils payeble ERZE - - 4666 26129 80968 - - 131763131763
Amount due to a related
company ERBEATE - 15,307 - - - - - 15,307 15307
Lease libiltes BERE 475% 159 158 158 1423 - - 1,898 1850
Fedraeborowings TS 4810 - 5441 - A3 92,254 - ST 559064
Varicble-ate borowings ~ ZE £ 34% 93,000 - - B3804 16T 789977 1023535 939388
36T T9B6 26287 30708 209008 B0I644 2120580 2024270
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Notes to the Consolidated Financial Statements

e PR M

For the year ended 31 December 2020 #Z2020F12A31HIEFE

42. FINANCIAL INSTRUMENTS (CONTINUED)

42c. Fair value measurements of financial instruments

Fair value of financial instruments that are recorded at
amortized cost

The directors of the Company consider that the carrying
amounts of financial assets and financial liabilities recorded
at amortized cost in the consolidated financial statements
approximate their fair values at the end of the reporting period,
except for the derivative financial instrument measured at
fair value through profit or loss, of which the directors of the
Company are of the opinion that the fair value cannot be
measured reliably because the range of reasonable fair value
estimates is so significant.

43. RECONCILIATION OF LIABILITIES ARISING FROM

FINANCING ACTIVITIES

The table below details changes in the Group's liabilities arising
from financing activities, including both cash and non-cash changes.
Liabilities arising from financing activities are those for which cash
flows were, or future cash flows will be, classified in the Group's
consolidated statement of cash flows as cash flows from financing

42. SRIE(E)

42c. ©RAT EMNAFEE

LR IEA B i £ A T B 7Y 2 -F
/]

ARBESRR  NEREWHRE
FREEKAIRNEREELS
MAENEREERSHRNAF

BERE - ERATESFABRRNT
EERTARIN  ARRIEFRAR

HERFENEREAE - ARG
B RAHEMFTEEIIEEX -

43. HAEEHMELABZHR

TRHFAAEERERETHNEEER
B BRASMIFRSHE
EREIARESRE
HEARESARERERT OB
BRPReRENAE -

ELNEELR

c MEEH

activities.
Bank Lease Dividend

borrowings liabilities payables Total

RITEE HEEE RS &t

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

TAT FAT FHT FHT

At 1 January 2019 72019F1 718 1,874,212 6,318 = 1,880,530
Financing cash flows BMEREME (443,555) (3,417) (272,250) (719,222)
Dividends recognised as distribution B2 %8 9k - - 272,250 272,250
Finance costs recognised BEERCUHER 77,533 222 = 77,755
Termination of lease arangement & |FTAE % HE - (1,230) - (1,230)
Exchange realignment b i B (9,738) (43) - (9,781)
At 31 December 2019 72019 12A31H 1,498,452 1,850 - 1,500,302
Financing cash flows MERERE (66,044) (2,274) (185,625) (253,943)
Dividends recognised as distribution 28 2 R EA K - - 185,625 185,625
New leases entered eI HE - 6,904 - 6,904
Finance costs recognised BHEAZHEER 58,371 71 - 58,442
Exchange realignment BEE 5% 4% 41,377 46 - 41,423
At 31 December 2020 2020F12A31H 1,532,156 6,597 - 1,538,753
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44. STATEMENT OF FINANCIAL POSITION OF THE COMPANY

A summarised information statement of financial position of the
Company as at 31 December 2019 and 31 December 2020 is as

Annual Report 2020 F#

44. KRB BEMRRE

ARATHR2019%12A31 H &20205 12
A31B zMigikRmtuian T ¢

follows:
2020 2019
HK$'000 HK$'000
FET T
ASSETS BE
Investments in a subsidiary WEBARIRE 57,301 53,799
Prepayments TARTFIE 300 352
Bank balances R1T# R 2,659 1,124
Amounts due from subsidiaries R NGIE /e 1,689,973 985,261
1,750,233 1,040,536
LIABILITIES =V
Other payables H A RERIR 6,583 9,037
Amount due to a subsidiary JEASTBT B A B R IE 14,561 8214
21,144 17,251
1,729,089 1,023,285
Capital and reserves ERRfEE
Share capital N 82,500 82,500
Reserves i 1,646,589 940,785
1,729,089 1,023,285
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44. STATEMENT OF FINANCIAL POSITION OF THE COMPANY

44, RPTMBERREKE)

(CONTINUED)
Movement of the reserves #EEH
Share
Share Contributed  Translation options  Retained
premium surplus reserve reserve profits Total
RiEE  EARK W EXRE BRERE  ZHEA ait
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TAL TAL TAL THT AT
At 1 January 2019 72019118 20,307 (102,808) 6,860 47997 374,847 347203
Profit for the year FREM = - - - 832,561 832,561
Exchange differences RaEmEE .
arising from translation EHEE - - 587 - - 587
Total comprehensive FRZENE
income for the year b - - 587 = 832,561 833,148
Dividends ke - = - - QR250)  (272250)
Recognition of equity-settled RARDEE 2
share based payments E - - - 32684 = 32,684
At 31 December 2019 12019%12R31R 20,307 (102,808) 7447 80,681 935,158 940,785
At 1 January 2020 #0201 818 20307 (102,808) 7447 80,681 935158 940,785
Profit for the year EREA - - - - 861,074 861,074
Exchange differences RAEMEL
arising from translation ErES - - (2.420) - - (2.420)
Total comprehensive ERPENG
income for the year ag - - (2,420 - 861,074 858,654
Dividends e - - - - (185625)  (185,625)
Recognition of equity-settled BAURAEE 2
share based payments (B - - - 32,775 - 32,175
At 31 December 2020 #2020£12831 8 20307 (102,808) 5001 113456 1610607 1,646,589

The contributed surplus of the Company represents the difference
between the aggregate net tangible assets of the subsidiaries
acquired by the Company pursuant to a group reorganisation in

December 2001 and the nominal value of the Company's shares

issued for the acquisition.
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Financial Summary

MR
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Year ended 31 December

BZ12A318LLEE

2016 2017 2018 2019 2020
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T FHET FET FHBT FHET
RESULTS 3
Revenue N 1,813,851 2,973,747 3,876,777 3,476,571 3,099,685
Profit before taxation BR AA A 339,950 930,961 1,156,933 850,915 628,102
Income tax expenses FiS RSz i (123,755)  (227,940)  (284,558)  (150,144)  (125,474)
Profit for the year F A= T 216,195 703,021 872,375 700,771 502,628
At 31 December
M®12A31H
2016 2017 2018 2019 2020
HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
FHT FAT FAT FAT FET
ASSETS AND LIABILITIES ZEEREE
Total assets BERE 4,752,065 5855475 6,054,580 6,094,948 6,778,807
Total liabilities AfEEsE (2,410,040) (2,761,041) (2,575915) (2,244,425) (2,335,243)
2,342,025 3,094,434 3478665 3,850,523 4,443,564
Equity attributable to owners ANRAEIHEHR A
of the Company FE(E 2,342,025 3082373 3478665 3,850,523 4,443,564
Non-controlling interests FEFER - 12,061 - —~ -
2,342,025 3,094,434 3478665 3,850,523 4,443,564
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Schedule of Property

MRE R

PROPERTIES UNDER DEVELOPMENT FOR SALE

REBRPYE

Location Area Anticipated completion
ok [ TR
No. 156 Jiangan Avenue, 16,606 m? June 2021
No. 9 Jiangang Road,
Changshu Economic
Development Zone,
Jiangsu, PRC
BT #E B A B 16,606 75 K 2021468

FI & TR 15658
TR
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