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Hang Cheung Petrochemical Limited was founded in 1982 to take over
the business of Hang Cheung Hong, the original founding company of
the group. The Company currently operates from two plants located
at Buji in Shenzhen and Baihao in Dongguan, serving mainly foreign-
funded enterprises in the Pearl River Delta. The Company produces
a wide range of petrochemical products such as industrial paints, mixed
solvents and high molecular chemical products such as paper varnishes
and adhesives, and serves industries such as toys, paper products,
furniture and electronics.

After decades of serving this market, turnover in the financial year
2002/03 has exceeded HK$480 million. The Company has in recent
years been focusing on improving the quality of its products and services,
and demonstrated its commitment to enhancing quality management
by obtaining the ISO 9001 (2000) certification in 2001. At the same
time, technical service to customers has been enhanced, and efforts
have been made to continuously upgrade the equipment for quality
control as well as raising the standards on safety and environment.
Following the introduction of the automated production control system
for high molecular chemical products, the production system for industrial
paints will also be automated as from early next year. With the
implementation of the ERP system later this year, the Company will
further improve its operational management and will be well placed
to provide even better products and services to customers.

In order to expand our product portfolio, we acquired the business
of Advanced Ink and Coatings Limited (AIC) last year. AIC’s “Ad-Coat”
Electrical Insulating Varnish is the only product of its kind produced
in China which has attained certification by Underwriter Laboratories
(UL). This acquisition will assist us to improve our position in the top-
tier electrical varnish market. At the same time, in order to meet the
increasing needs of customers, the Group is investing HK$ 160 million
to build a 1.5 million square feet green-field plant in Xin Xu, Huiyang.
The new plant will increase our capacity three-fold. It will become the
biggest and most advanced plant in the area and will replace our existing
plant in Buji. We expect that this new plant will be sufficient to meet
the long term development needs of the Company.
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Hong Kong Bauhinia Paints Manufacturing (Greater China) Company
Ltd. was founded in 1982. With five manufacturing plants over China,
in Huiyang, Shanghai, Chang Chun, Chengdu and Shantou, and with Sales
and Service Centres in more than 50 cities throughout the 26 provinces
and Autonomous Regions together with over 2000 distributors, Bauhinia
Paints have close to an 80% national coverage.

“Bauhinia Paints” include domestic architectural paints, furniture paints,
automotive paints, and industrial coatings. Out of its product portfolio,
Bauhinia Paints has won many accolades with the PU furniture paints
which it first introduced into China in 1991 through technical co-
operation with Klintens AB, a Swedish paints manufacturer with over
100 years tradition of paints manufacture. Last year, Bauhinia went from
strength to strength by successfully developing a water-based multi-
purpose paint (AP Series) and water-based PU paint (WU/WL Series).
These products are designed to replace the solvent-based paint systems
with environmentally friendly water-based products, and rank amongst
the most advanced coatings systems today. Having successfully passed
the stringent tests and trials by the National Construction Materials
Testing Centre on both quality and environmental friendliness, these
products have been launched in the beginning of this year.

In Hong Kong, “Bauhinia Paints” is on the paints approval list of the
Hong Kong Housing Department, and have been applied on many
significant projects in Hong Kong, including Government hospitals,
schools, parks, the airport, libraries, the Planatarium, train stations, the
Government House, and public housing estates.

In 1995, “Bauhinia Paints” set a major milestone by becoming the first
paint manufacturer to have acquired ISO900I certification. In 2002,
“Bauhinia Paints” made further progress by passing China’s GB19581-
2001 (Indoor Decorating & Refurbishing Materials — Limit of Harmful
Substances of Solvent Coatings for Woodenware) and GB18582-2001
(Indoor Decorating & Refurbishing Materials — Limit of Harmful
Substances of Interior Architectural Coatings) standards. It also passed
random sampling tests by China’s national laboratories, and received
the “Green Building Materials Product Recommendation Certificate”
and also the “China Environmental Labelling” by the Secretary of China
Certification Committee for Environmental Labelling.

Sales of “Bauhinia Paints” in China and Hong Kong reach
over 200 million annually. With continued rapid economic
development and deepening reforms in China, we plan to
concentrate our resources in developing our
technical expertise and new products, and we
b EE expect to be able to grow steadily and achieve
breakthroughs as we continue to seek
improvements in our business.
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Jiangmen Handsome Chemical Development Limited (“Jiangmen
Handsome”) is a joint venture between the Group and a local company,
Qi Sheng Chemical Development Company Limited. The joint venture
was formed in April 1993, and the main business is in the production
and marketing of butyl acetate and ethyl acetate. Production and sales
in the past year exceeded 70,000 metric tons, and in May this year,
Jiangmen Handsome was included among the top 500 chemical
enterprises by the China Chemical Association.

With the increasing trend towards environmental protection,
downstream industries such as paint, coatings and adhesives have been
reducing their use of more harmful solvents like aromatics and ketones.
Their substitute products are just the ester-type solvents which we
produce, resulting in heightening demand for this type of solvents.

In response to increasing sales, Jiangmen Handsome has invested in new
capacity. The first phase of 35,000 metric tons has been on-stream in
mid February as scheduled, laying the foundation for our production
and sales figures to surpass 100,000 metric tons. At the same time,
we have reserved space for further expansion, and have made
preparations to increase the capacity by another 25,000 metric tons
which, when necessary, can be added within a space of two months.

Located on the banks of the Xi Jiang River at the Pearl River Delta,
the Company enjoys easy transportation access by land and sea, providing
significant advantages in the logistics of raw materials imports and finished
products deliveries. Successful partnership with inland partners and the
financial strength of the Group are key factors for giving the Company
important competitive advantages in raw materials sourcing, both from
Mainland and foreign suppliers. In the past year, under the R&D guidance
of Qing Hua University, the operational flow has been enhanced, and
reductions in wastage of raw materials and energy demands have been
achieved. More importantly, further quality improvements have been
attained. These factors have improved the competitiveness of the
Company and contributed towards its continued strong growth, and
helping it to become the largest producer of acetate solvents in China.
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Best Lubricant aims to build the “Hercules” Brand into a well-known
brand which is preferred by customers. With our branch companies
in Guangzhou, Shanghai, Jinan, Chang Chun, and Chengdu, we have
developed a good distribution network. “The Hercules Brand - the
symbol of your confidence” has become our motto for our customers.
Approvals or certifications from major international accreditation agencies
such as Cummins (USA), JASO (Japan), MA (Japan), APl (USA), and Volvo
(Sweden) can serve as testimonies to support the fact that customers’

confidence in us is well placed.

Best Lubricant will position itself at the forefront of and provide the
driving force for China’s economic development. We expect that the
demand for lubricants will continue to increase with China’s development.
With the WTO entry, we expect that
China will open itself to automobile
imports, and the demand for higher
quality lubricants will also grow. Best
Lubricant will contribute towards China’s
economic development, with a view to
building the “Hercules” brand to become
a shining star among the famous branded

lubricants.
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Since the establishment of Yip’s Ink in 1998, it has been specializing
in developing printing inks for the plastics film packaging materials. Within
5 years, Yip’s Ink has grown to become an industry leader (volume
and turnover figures attached below). Sales reached a record-setting
level of over 800 metric tons in September 2002, and set a new record
of 7,780 metric tons for the year 2002/2003.

The past year has been an important one for raising the quality of the
inks business. Taking advantage of the Group’s financial strength and
the enhanced reputation of Yip’s Ink, we have been able to attract a
number of experienced specialists to join the company. Apart from having
at least a Master’s degree in Chemistry or Chemical Engineering, they
have also had close to 10-years experience in some of the internationally
leading companies in the business. Our success in acquiring talent will
have a positive impact on our professionalism in the inks business as
well as on our competitiveness.

Last October, the Company established a wholly-owned subsidiary in
Shanghai. We aim to develop the East China market aggressively in the
near future, and to expand into North China at a later stage. It is
expected that, in view of China’s large market potential and her rapid
growth in domestic consumption, the inks business will continue to
grow.

In the area of product portfolio, we shall on the one hand consolidate
and enhance our existing products, including launching inks for cigarette
packaging and metal coatings, and on the other, we shall explore new
developments in the direction of the increasing trend towards more
environmentally friendly products. New product developments will focus
on areas such as aromatic-free, low residual solvents, or water-based
and UV-cured printing inks. We believe that these development
directions will vastly improve the Company’s product portfolio, and
will position the Company to even better meet the future needs of
our customers.

On 28th March this year, the
Company signed a contract with
the Zhongshan Government to
acquire another 493,000 square
feet of land, to build the third plant
for Yip’s Ink. It is anticipated that
this new plant will be partially on-
stream by end 2003, and will
provide crucial support to the
Company’s rapidly growing
business.
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HercuLes TEcH

NTEINBRATIEERIET (5 Hercules Tech is a wholly-owned subsidiary of Yip’s Chemical Holdings
B) BREASZEMNNEME » HfZ  Ltd. Its core business is to apply nano-structured technology, which
INEBRSEHRRITAVIMAKAEERL s at the forefront of global scientific development, into water-based
fi(NANO-STRUCTURED environmentally friendly coatings products and services. The products
TECHNOLOGY)ZEE » MIARMIKIE  will be manufactured in the Mainland, and is targeted to meet customers’
IRREREMBE » ABIANIIT ©  needs for products and services of an exceptional standard.

£E - LUREEA - AEF BB

DNTEIRREERIBE®BEEFRRNZ  Hercules Tech’s long-term development goal is to provide top-notch
NRBIASES(E » ER(ETEBRIR  R&D services for the Group’s coatings business, and to become a high
EHERIAERTS » R —IBESM  quality nano-structured environmentally friendly coatings supplier. In
MAKEBIRERERAT - [LEERENREEE  pursuance of this goal and with the funding of the Hong Kong SAR
BINEFRREZEEE(TOREFT » Government’s ITC, we will carry out an expanded production trial for
PIEBABRTE » REBBEFILLH  nano-electropheratic materials, based on which we will apply for patent 25
7bt ~ REBRILBMATRPTAMEMAZE  rights for these technologies. This production trial is conducted in
VE[EIZET] » IRAFEMEMKEIXESR  partnership with the Tsingdao Marine Chemical Institute, the Changchun
TOERGETIAREENSE - XEFIAY  Applied Chemical Research Institute and the Jilin University, with Hong
PEEREEFIEREE o ILBDZERIFEIEZEFEK  Kong University as the lead partner. This new, environmentally friendly
WRAVEMT - X BEPHERDERANAAVIRIR  technology will not only meet the desired results of the electro-plating
R - i5RERIVEKR ~ SEFR—/) industry, but will also reduce overall costs, hence it could usher in a

BRI TS0 - minor “industrial revolution” for the electropheratic and electro-plating
industry.

AEERRERBREDE - /) On the quality and environmental protection
TRINERAFAREFR [ smmmeesi i | fronts, Hercules Tech has attained the
EISO9001 (2000h%) BEERER . oo | 1S09001 (2000) certification, the “China
FhEREEMEERF = | Green Construction Material Certification”
BB XIRRA GRS - LEE — ~— | and the “China National Environmental
BERRKEN » WWEE e 1—,.-:— Accreditation Certificate” in mid 2003 and end
GREEN LABELZFRIRRIN ; i T 2002 respectively. These certifications are
¥ mBziEET28ElL envrmarasass equivalent to the standards of Hong Kong’s
TRECMmEEEER R ' “GREEN LABEL” and can serve as testimonies to
PEEBERIES ] - DLTRIR -] e Hercules Tech having attained the internationally
EEIBBRARERREE o e recognized standards in environmental protection and
IR e e @ | quality.

ERPEEANDSET] i In view of China’s vast market potential and her rapid
bEE AR B S B DU B A E = 8 economic development which has received a further
R > IAEEWTO)RIL boost from the WTO entry and the 2008 Olympics
RIEE/\FEPHRESHY Games, it is inevitable that China will pursue stringent

BB OB IEIRREMIHB K environmental standards in its major construction works. Hercules aims
AT - DTRIMRFBLIERIHERE  to contribute to the Nation’s infrastructure and major development
T SEXRPVERZEKRNPIIEFIEM  projects by providing project services of the highest standards with
FTEN TR our advanced coatings technology.




