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DIRECTORS’ REPORT

ERICTEEBRAT YIP'S CHEMICAL HOLDINGS LIMITED

The directors present their annual report and the audited financial
statements of the Company and its subsidiaries (hereinafter
collectively referred to as the “Group”) for the year ended 3Ist
March, 2003.
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The Company is an investment holding company. Its principal subsidiaries
are engaged in the manufacture of and trading in high molecular chemical
products and mixed solvents, paints, raw solvents, lubricants, inks and

the storage of solvents in bulk.
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The results of the Group and appropriations of the Company for the
year ended 3|st March, 2003 are set out in the consolidated income
statement on page 47 and note 10 to the financial statements
respectively. An interim dividend of 4.0 cents per share was paid to
the shareholders during the year. The directors propose a final dividend

of 5.0 cents per share.

Details of and movements in the issued share capital of the Company

during the year are set out in note 20 to the financial statements.
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Movements in the reserves of the Group and the Company during the

year are set out in note 22 to the financial statements.

The Company’s reserves available for distribution represent the share
premium, special reserve and accumulated profits. Under the Companies
Law Chapter 22 of the Cayman Islands, the share premium of the
Company is available for distribution or paying dividends to shareholders
subject to the provisions of its Memorandum and Articles of Association
and provided that immediately following the distribution or dividend
the Company is able to pay its debts as they fall due in the ordinary
course of business. In accordance with the Company’s Articles of
Association, dividends can only be distributed out of the accumulated
profits of the Company, which amounted to HK$53,211,000 at 3Ist
March, 2003.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group acquired property, plant and equipment
totalling approximately HK$89.7 million for expansion of its business.
Details of these and other movements in the property, plant and
equipment of the Group during the year are set out in note 12 to

the financial statements.

Details of the Company’s principal subsidiaries at 31st March, 2003

are set out in note 28 to the financial statements.
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SERIRFESH DIRECTORS AND SERVICE CONTRACTS

FTARBEARSESHERIEARLRTZ  The directors of the Company during the year and up to the date of

ST : this report were:

HITESE - Executive directors:

ERSEE Mr. Ip Chi Shing, Tony

EBE/)\E Ms. Ip Fung Kuen

ES8tE Mr. Yip Tsz Hin, Stephen

SEFRE Mr. Ng Siu Ping, George

TEMEE Mr. Ting Hon Yam

Sy e b Mr. Wong Kam Yim, Kenny
(R-FF_FMF—HZF) (appointed on Ist April, 2002)

BREE Mr. Young Man Kim, Robert
(R_FF_FI1F—H (redesignated to become an executive director with
EEZAERHITES) effect from Ist September, 2002)

BIIFPITES : Independent non-executive directors:

BIERSTE Mr. Tong Wui Tung, Ronald

EEGSTE Mr. Wong Kong Chi

34 BREE Mr. Young Man Kim, Robert

(R_FF_F/I1F—H (redesignated to become an executive director with
EBENZERBNITESE) effect from Ist September, 2002)

BREANEZLADEHERZME] - E  In accordance with the provisions of the Company’s Articles of
TSRS E s ESHSTER TEMNITE  Association, Mr. Ip Chi Shing, Tony, Mr. Yip Tsz Hin, Stephen and Mr.
REGEITZIREBFTARE LKES  Ting Hon Yam retire and, being eligible, offer themselves for re-election
R MEREREEEEE - MESRPTE at the forthcoming annual general meeting of the Company. All remaining
HITESAIHBERBE - IREE AT executive directors continue in office. Last year, Mr. Tong Wui Tung,
CEBUFHITESEERFTERNERE  Ronald and Mr. Wong Kong Chi, the independent non-executive
ITE MM EAME 2 EIS » WHEIE  directors of the Company, were appointed for a specific term of 2
BIEBEER _SEMNFEAR/LTEEIT  years and they would hold offices until the conclusion of the Company’s
IR REHER o

annual general meeting in 2004.
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SERRFFEHN #) DIRECTORS AND SERVICE CONTRACTS (Cont'd)

REGERITZIREBETARE LiEZEE  No director being proposed for re-election at the forthcoming annual
ECESHMBEEARANTKENBE/E  general meeting has a service contract with the Company or its
SIBEEAATR—ENEHAEBZET  subsidiaries which is not determinable by the Group within one year
BBE CATHRERN) FLURIEZAR  without payment of compensation (other than statutory compensation).

Bat -

BIUFHITESZEEIHESEME  The independent non-executive directors’ fees are determined by the

TE e Board of Directors.

EEUEEER DIRECTORS’ INTERESTS IN SECURITIES

RIBE=F=—H=1—H ' »BEFESMK  As at 3lst March, 2003, the interests of directors in the shares of
ANBZRIDHBEBIRIEEZS (/AFE  the Company as recorded in the register maintained under Section
m) REI (TRFEMRAIL) 55291%°E 29 of the Securities (Disclosure of Interests) Ordinance (“SDI

ST EWMESLBMAZERINT - Ordinance”) were as follows:

B Em RIxIER H g

Personal Family Other 35
EFU=R Name of director interests interests interests
ERSTE Mr. Ip Chi Shing, Tony 400,000 — 193,923,932 (a)
ERE/NHE Ms. Ip Fung Kuen 1,200,000 — 60,000,000 (b)
BExetiaE Mr. Yip Tsz Hin, Stephen 41,400,000 20,000,000 (c) —
SiRFHE Mr. Ng Siu Ping, George 632,000 50,000 (d) —
TIERE Mr. Ting Hon Yam 1,464,000 — —
BERETE Mr. Wong Kam Yim, Kenny 708,000 — —
BRESLE Mr. Young Man Kim, Robert 550,000 — —
BIERSTE Mr. Tong Wui Tung, Ronald — 500,000 (e) —

BEGSLE Mr. Wong Kong Chi — 100,000 (f) —
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ERICTEEBRAT YIP'S CHEMICAL HOLDINGS LIMITED

DIRECTORS’ INTERESTS IN SECURITIES (Contd)

Notes:

(@)

(b)

(©)

(d)

(e)

(®

The interests of Mr. Ip Chi Shing, Tony in shares of the Company are
beneficially owned by a discretionary trust, the objects of which include
Mr. Ip Chi Shing, Tony and his family.

The interests of Ms. Ip Fung Kuen in shares of the Company are beneficially
owned by a discretionary trust, the objects of which include Ms. Ip Fung
Kuen and her family.

These shares are held by Madam Tso Ka Lai, the wife of Mr. Yip Tsz

Hin, Stephen.

These shares are held by Madam Siu Oi Li, Maicy, the wife of Mr. Ng
Siu Ping, George.

These shares are held by Madam Lau Mui Sum, the wife of Mr. Tong Wui
Tung, Ronald.

These shares are held by Madam Jim Siu Wai, the wife of Mr. Wong Kong
Chi.

Mr. Ip Chi Shing, Tony, Ms. Ip Fung Kuen and Mr. Yip Tsz Hin, Stephen
each holds one non-voting deferred share of Yip’s H.C. (Holding)

Limited, a subsidiary of the Company.

Other than as disclosed above and certain nominee shares in subsidiaries

held by directors in trust for the Company or its subsidiaries, at 31st

March, 2003, none of the directors or their associates held any interest

in the securities of the Company or any of its associated corporations
as defined in the SDI Ordinance.
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EENERDDES2IEF] DIRECTORS’ RIGHTS TO ACQUIRE SHARES AND
DEBENTURES
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On 18th July, 1991, the Company adopted the share option scheme
(the “Old Scheme”) and this scheme expired on 17th July, 2001. Options
granted under the Old Scheme prior to its cessation which have not
been fully exercised remain valid until such time that such options are
fully exercised or have lapsed. Particulars of the Old Scheme are set

out in note 21 to the financial statements.

A new share option scheme (the “2001 Scheme”) was adopted on 28th
August, 2001 for the purpose of providing incentives to the participants
and would expire on 27th August, 2006. No share options were granted
under the 2001 Scheme.

On 3rd September, 2002, the Company approved the termination of
the 2001 Scheme and adopted the new share option scheme (the “New
Scheme”) which will expire on 2nd September, 2012 in order to comply
with the terms of the new Chapter |7 of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited.
Particulars of the New Scheme are set out in note 2| to the financial

statements.
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ERICTEEBRAT YIP'S CHEMICAL HOLDINGS LIMITED

EZINEIRDTEZS2IETF &) DIRECTORS’ RIGHTS TO ACQUIRE SHARES AND

DEBENTURES (Cont'd)

TN RIBEALNTEETEIZ2RFET  During the year, the movements in the number of share options which
EFNHEHMESBBREZEEFBU have been granted to certain directors and employees under the

S @

£

Directors

EGARE
Mr. Ip Chi Shing, Tony

Mr. Ng Siu Ping, George

BERIENE
Mr. Wong Kam Yim, Kenny

BT

Employees

Company’s Old Scheme is as follows:

BIRERE
Number of option shares

RIEE"HF RIEE=F

mB—H FRE FRE =R=+—H

BARITIE 1T7fE BUH BRITEE

{TfEfE Outstanding  Exercised  Cancelled Outstanding

RHHEE  Exercise at during during at

Date of Grant Price 1.4.2002 the year the year 31.3.2003

BT
HK$

—NNNF=R=H 0314 400,000 400,000 — —
3.3.1999

—NNANF=R=H 0314 400,000 400,000 — —
3.3.1999

“EE—FtRt+t/H 0.395 1,000,000 — — 1,000,000
16.7.2001

“EE—FtRt+t/H 0.395 500,000 500,000 — —
16.7.2001

2,300,000 1,300,000 — 1,000,000

—NNANEFE=RA=H 0.314 1,010,000 600,000 130,000 280,000
3.3.1999

“EE-HF—-HNH 0.300 780,000 580,000 200,000 —
8.1.2001

“EE—FCHRTH 0.395 2,800,000 2,300,000 200,000 300,000
16.7.2001

4,590,000 3,480,000 530,000 580,000

6,890,000 4,780,000 530,000 1,580,000




ERICTEEBRAT YIP'S CHEMICAL HOLDINGS LIMITED

EEERE
DIRECTORS’ REPORT

ESEINERDBESZ2IEF (&%) DIRECTORS’ RIGHTS TO ACQUIRE SHARES AND
DEBENTURES (Cont'd)

RIEALTHETEIERFETES  The movements in the number of share options which have been granted

HitESEIREEE#FIBTAT ¢ to certain directors and employees under the Company’s New Scheme
is as follows:
BIRERE
Number of option shares
RT|B|=F
FRE FRE FRE =RA=t+—H
e I HUH BR{TE
7EE Granted  Exercised  Cancelled Outstanding
BHHEE  Exercise during during during at
Date of Grant Price the year the year the year 31.3.2003
g5 BT
Directors HK$
RIEFRE _EE_Ft—/AThH 1.190 500,000 — — 500,000
Mr. Ng Siu Ping, George 14.11.2002 39
TERTE _EE_F+—/AThH 1.190 500,000 — — 500,000
Mr. Ting Hon Yam 14.11.2002
BRIENE _EE_Ft—/AThH 1.190 500,000 — — 500,000
Mr. Wong Kam Yim, Kenny 14.11.2002
BRESTE _EE_Ft—/AThH 1.190 500,000 — — 500,000
Mr. Young Man Kim, Robert 14.11.2002
2,000,000 — — 2,000,000
8T “EEFt+—RtM0A 1.190 13,700,000 1,310,000 300,000 12,090,000
Employees 14.11.2002

15,700,000 1,310,000 300,000 14,090,000
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ERICTEEBRAT YIP'S CHEMICAL HOLDINGS LIMITED

DIRECTORS’ RIGHTS TO ACQUIRE SHARES AND
DEBENTURES (Cont'd)

The closing price of the shares of the Company immediately before
the grant of options on |4th November, 2002 under the New Scheme
was HK$1.220. The weighted average closing price of the shares of
the Company immediately before the dates on which the options were
exercised was HK$1.071.

The directors do not consider it appropriate to disclose a theoretical
value of the share options granted during the year to the directors
and employees, because of the absence of a readily available market
value of the share options on the ordinary shares of the Company.
Accordingly, the directors were unable to arrive at any assessment

of the value of these share options.

Other than as disclosed above, at no time during the year was the
Company or any of its subsidiaries a party to any arrangement 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.

Other than as disclosed above, none of the directors, or their spouses
or children under the age of 18, had any right to subscribe for the
securities of the Company, or had exercised any such right during the

year.
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FTEEE SUBSTANTIAL SHAREHOLDERS
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As at 31st March, 2003, the register of substantial shareholders
maintained under Section 16(1) of the SDI Ordinance shows that, other
than the interests disclosed above in respect of certain directors, the
Company has not been notified of any interests representing 10% or

more of the Company’s issued share capital.
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COMPANY’S LISTED SECURITIES

During the year, the Company repurchased 48,096,000 of its own shares
from an independent third party at HK$0.88 per share off-market for
an aggregate consideration of approximately HK$42,324,000, details
of which are set out in note 20 to the financial statements. The directors
considered that the repurchase of shares can utilise the surplus cash
of the Group and enhance the earnings per share and the rate of return
on capital. In addition, the repurchase price was at a discount to the
prevailing market price of HK$0.90 per share as at the date of the

agreement.

Other than as disclosed above, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company’s listed

securities during the year.

MAJOR SUPPLIERS AND CUSTOMERS

During the year, the aggregate purchases and sales attributable to the

Group’s five largest suppliers and customers were both less than 30%.
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ERICTEEBRAT YIP'S CHEMICAL HOLDINGS LIMITED

EEMEASFE] CODE OF BEST PRACTICE
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In the opinion of the directors, the Company has complied throughout
the year with the Code of Best Practice as set out in Appendix |4
of the Rules Governing the Listing of Securities on The Stock Exchange

of Hong Kong Limited.

FERSREEIEHIER CONNECTED TRANSACTIONS AND DIRECTORS’
INTERESTS IN CONTRACTS
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On 10th January, 2003, the Company’s wholly owned subsidiary, Hang
Cheung Petrochemical Limited, sold a leasehold land and building to
Hang Cheung Investments Company Limited (“HCI”) at a consideration
of HK$10,500,000. HCI is a company wholly-owned by Mr. Ip Chi Shing,
Tony, a director of the Company, and his wife, Ms. Liang Bih Yu. The
consideration was determined after arm’s length negotiation by reference
to a valuation report dated 4th December, 2002 issued by DTZ

Debenham Tie Leung, an independent qualified property valuer.

As at 31st March, 2003, the Company provided corporate guarantees
of HK$80 million to two banks for banking facilities of HK$60 million
and HK$20 million in favour of Jiangmen Handsome Chemical
Development Ltd. (“JHCDL”) and Jiangmen Thansome Solvents
Production Ltd. (“JTSPL”) respectively. JHCDL and JTSPL are indirect

60% owned subsidiaries of the Company.



FEEXSRESESER &)

1tt9+ AR FRELTERERTMER

 ME—EEERBAIOIRTEE
ﬁmﬂ  WHETENEATZE
3K %FIR1738H525£30,000,000/8 7T
2 BRERIH TS —ER1T - fFRlt
RIERITELIPE RIS R PSR D RlTeH
20,000,0007T A £%%K210,000,0007T A K
HURTTRIE 2 IR - Hih—REIR1TE23
1,500,000 7T < s FR{E A EEAa 3811
F=F 0 (FREAEBIFIREREESY
HIRZ TEEHBRHEHER -

SARNTER2,000,000E TN THER T
BYIE=%  (FREEBIFRERE
EEYEIRC T EERIZHER -

FH - AEEDBI2{I82,000/8TTR
600,000} 7T Z #HsZFHang Cheung
Investments Company Limited & Z 1%
BEBRRAT » ARTICEFTEEMNST
ERESHEEDRIREZME R TR
B2mE -

BRELEPTIREEN - RAFEEFRE
FEATARFBLANFERRIXNE
ERCIL N EpNCTE S E S /NI 5
BEAERTERERIEAGH

ERICTEEBRAT YIP'S CHEMICAL HOLDINGS LIMITED

EEERE
DIRECTORS’ REPORT

CONNECTED TRANSACTIONS AND DIRECTORS’
INTERESTS IN CONTRACTS (Cont’d)

In addition, the Company provided corporate guarantees to two banks
for banking facilities in favour of a wholly owned subsidiary. Upon the
request of the subsidiary, the banks have issued standby letters of credit
for amount of HK$30 million to another bank for banking facilities
of RMB 20 million to JHCDL and banking facilities of RMB 10 million
to JTSPL. One of these banks has issued a standby letter of credit of
US$1.5 million to an independent third party to guarantee the payment

of all indebtedness for the purchases of goods by JHCDL.

Furthermore, the Company provided a corporate guarantee of US$2
million to an independent third party to guarantee the payment of all

indebtedness for the purchases of goods by JHCDL.

During the year, the Group paid rent of HK$82,000 and HK$600,000
to Hang Cheung Investments Company Limited and Galsheer Investments
Limited respectively in which Mr. Ip Chi Shing, Tony and Mr. Yip Tsz
Hin, Stephen, the directors of the Company, has beneficial interests

respectively.

Other than as disclosed above, no contracts of significance to which
the Company or any of its subsidiaries was a party and in which a
director of the Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during the

year.
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ERICTEEBRAT YIP'S CHEMICAL HOLDINGS LIMITED

AUDIT COMMITTEE

The Audit Committee consists of two independent non-executive
directors with Mr. Wong Kong Chi acting as the chairman. Mr. Young
Man Kim, Robert resigned as a member of the Committee on Ist
September, 2002 upon his appointment as an executive director and
his vacancy was filled by Mr. Tong Wui Tung, Ronald. Members of the
Committee have met twice during the year for the review of the
Group’s final results and interim results before they were tabled for

the Board’s approval.

B5cEEEHE PRE-EMPTIVE RIGHTS
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There is no provision for pre-emptive rights under the Company’s

Articles of Association or the Companies Law of the Cayman Islands.

A resolution will be submitted to the annual general meeting to re-

appoint Messrs. Deloitte Touche Tohmatsu as auditors of the Company.

On behalf of the Board
Ip Chi Shing, Tony

Chairman

Hong Kong, 25th June, 2003



