EEEHRE
Directors’ Report

EXSRZEZARAFREWE AR (R Ut
RIAEEDBE_TZRAF=A=1+—H
IHEEREREERMBRE -

AR R —EREERAT - HXTZWE
NAREEEREBFRSE/KERE LM
(FIEED FETERNMREAED - 30h
FRRR - HBm - ms - BlENMEERE
B A fEER -

ARERE-FTTRF=A=1+ BT
EZ¥ERARRZBND RS FIHNE
S2E 2 MRA KR RIS WA 10 &
4 [ I EL (AR RUR 3 MR 8 AR, S L -
BRI R KR R S -

AARFARNCBITRAZ ZEE R
REMTFE23 ©

AREERARNABFRAZFEE S D HEHR
FE6E Zir AR B R LY B WEME
25 ¢

AA A A HORE 2 FEEERDRE - R
HERRFER - ZBRASBEBERARES
2BHRT  EZHRARR 2 ARIEKE
RBAEEMAREZBRAT + MERARTE
HEITHDIREIRBER BB ARARBIEELT %
L HMEEIHERZBAT AR
Al R =B gE FAEM AR R #E 1T 9K 3k
BB - IBARARZ ARG EIRMA
8] RRBRER —_TETRAF=_A=+—
B2 K254 F)121,835,0007% 7T A # FUK 2%
A& 8. o

ER{LIKEEFTRAA
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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 31st
March, 2005.

The Company is an investment holding company. Its principal
subsidiaries are engaged in the manufacture of and trading in
thinners and varnishes (formerly known as high molecular chemical
products and mixed solvents), paints, raw solvents, lubricants, inks,
resins and the storage of solvents in bulk.

The results of the Group and appropriations of the Company for
the year ended 31st March, 2005 are set out in the consolidated
income statement on page 52 and note 10 to the financial
statements respectively. An interim dividend of HK4.5 cents per
share was paid to the shareholders during the year. The directors
propose a final dividend of HK7.5 cents per share.

Details of and movements in the issued share capital of the
Company during the year are set out in note 23 to the financial
statements.

Movements in the reserves of the Group and the Company during
the year are set out in the consolidated statement of changes in
equity on page 56 and note 25 to the financial statements
respectively.

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$121,835,000 at 31st March,
2005.
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During the year, the Group acquired property, plant and equipment
totalling approximately HK$131.3 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, 2005
are set out in note 32 to the financial statements.

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

Executive directors:

Mr. Ip Chi Shing, Tony

Ms. Ip Fung Kuen

Mr. Yip Tsz Hin, Stephen

Mr. Ng Siu Ping, George
Mr. Ting Hon Yam

Mr. Wong Kam Yim, Kenny
Mr. Young Man Kim, Robert

Non-executive director:

Mr. Tong Wui Tung, Ronald
(re-designated to become a non-executive director
with effect from 23rd September, 2004)

Independent non-executive directors:

Mr. Wong Kong Chi
Mr. Au-Yeung Tsan Pong, Davie
(appointed on 29th June, 2004)
Mr. Li Chak Man, Chuck
(appointed on 23rd September, 2004)
Mr. Tong Wui Tung, Ronald
(re-designated to become a non-executive director
with effect from 23rd September, 2004)
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In accordance with the provisions of the Company’s Articles of
Association, Mr. Yip Tsz Hin, Stephen, Mr. Ng Siu Ping, George and
Mr. Ting Hon Yam will retire by rotation and, being eligible, offer
themselves for re-election as directors at the forthcoming annual
general meeting of the Company. All remaining directors will
continue in office. The appointment of Mr. Li Chak Man, Chuck will
be terminated at the conclusion of the forthcoming annual general
meeting and, being eligible, offer himself for appointment for a
specific term of two years. Last year, the non-executive director, Mr.
Tong Wui Tung, Ronald and the independent non-executive
directors of the Company, Mr. Wong Kong Chi and Mr. Au-Yeung
Tsan Pong, Davie, were appointed for a specific term of two years.

No director being proposed for re-election at the forthcoming
annual general meeting has a service contract with the Company or
its subsidiaries which is not determinable by the Group within one
year without payment of compensation (other than statutory
compensation).

The non-executive and independent non-executive directors’ fees
are determined by the Board of Directors.
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As at 31st March, 2005, the interests of the directors and their
respective associates in the shares of the Company (within the
meaning of Part XV of the Securities and Futures Ordinance
(“SFO™)) which are required (a) to be notified to the Company and
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to Divisions 7 and 8 of the Part XV of the SFO (including
interests or short positions which they are taken or deemed to have
taken under such provisions of the SFO); or (b) to be recorded in the
register to be kept pursuant to Section 352 of the SFO; or (¢)

KB SR(ORIE T EIT AE ST pursuant to the Model Code for Securities Transactions by Directors
7 HF R SHHIREST B A g RN 7] KB R P of Listed Companies to be notified to the Company and the Stock
BERSORBE T Exchange were as follows:—
Sy Long positions
BERTRA
B
Percentage
of the issued
(EPN:- 3 RixER HipE# share capital
BEspng Personal Family Other 3 of the
Name of Director Interests Interests Interests Total Company
EEREAE 400,000 - 189,173,932(a) 189,573,932 40.08%
Mr. Ip Chi Shing, Tony
HE 8/ E 60,000,000 - - 60,000,000 12.69%
Ms. Ip Fung Kuen
ErEELE 36,500,000 20,000,000(b) - 56,500,000 11.95%
Mr. Yip Tsz Hin, Stephen
RATEHE 1,632,000 50,000(c) - 1,682,000 0.36%
Mr. Ng Siu Ping, George
TERESE - - - - -
Mr.Ting Hon Yam
BERBEELE 208,000 - - 208,000 0.04%
Mr. Wong Kam Yim, Kenny
BREEE 1,702,000 - - 1,702,000 0.36%
Mr. Young Man Kim, Robert
EEREE - 500,000(d) - 500,000 0.11%
Mr. Tong Wui Tung, Ronald
BEEELLAE - 100,000(e) - 100,000 0.02%
Mr. Wong Kong Chi
BLF5 & FB 5k A - - - - -
Mr. Au-Yeung Tsan Pong, Davie
FERESE 150,000(f) —(f) - 150,000 0.03%

Mr. Li Chak Man, Chuck
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Notes:

(a) The interests of Mr. Ip Chi Shing, Tony in shares of the Company are held
by Ablewood Holdings Limited as trustee of a family discretionary trust,
the objects of which include Mr. Ip Chi Shing, Tony and his family.

(b) These shares are held by Madam Tso Ka Lai, the wife of Mr. Yip Tsz Hin,
Stephen.

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

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

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

) These shares are held jointly with Madam Cheng Yee Ha, the wife of Mr. Li
Chak Man, Chuck.

Details of the share options granted to and held by the directors
under the Company’s share option schemes are shown in the next
section “Share options”.

Mr. Ip Chi Shing, Tony, Ms. Ip Fung Kuen, Mr. Yip Tsz Hin, Stephen
and Madam Liang Bih Yu, the wife of Mr. Ip Chi Shing, Tony, 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, 2005, none of the directors or their
associates held any interest or short positions in the securities of the
Company or any of its associated corporations as defined in the
SFO.
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On 18th July, 1991, the Company adopted a 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 24 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 2001 Scheme.

On 3rd September, 2002, the Company approved the termination
of the 2001 Scheme and adopted a new share option scheme (the
“New Scheme") which will expire on 2nd September, 2012 in order
to comply with the terms of Chapter 17 of the Rules Governing the
Listing of Securities on the Stock Exchange. Particulars of the New
Scheme are set out in note 24 to the financial statements.

During the year, movement in the number of options which have

REZEFHFBOT — been granted to a director under the Company’s Old Scheme is as
follows:—
BREHAE
Number of option shares
R-Z2NF R-ZZ2IF
=H=t—-H FRAE =A=+—H
i KT ki i K A7 B
e Outstanding Exercised  Outstanding
BEBEH Exercise at during at
Date of grant Price 1.4.2004 the year 31.3.2005
BT
HK$
=
Director
REBIEEE T -FtA+AH 0.395 700,000 700,000 -

Mr. Ng Siu Ping, George 16th July, 2001
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During the year, movements in the number of options which have
been granted to certain directors and employees under the

Company’s New Scheme are as follows:—

BREHA
Number of option shares
R-ZENE R-BZRE
mA-A ERE G FRE ZA=+-H
i R AT 68 Rit Cigd BH  HROE
fTEf  Outstanding Granted  Exercised  Cancelled Outstanding
RitiBH Exercise at during during during at
Date of grant Price 142004  theyear  theyear  theyear 31.3.2005
BT
HK$
Bz
Directors
RBERL —ZEMFERATH 1.590 - 150,000 - - 150,000
Ms. Ip Fung Kuen 17th May, 2004
ErHis ZZEMFRAT LA 1.590 - 300,000 - - 300,000
Mr. Yip Tsz Hin, Stephen 17th May, 2004
RAT %4 —EZ-F+-A+mA 1.190 500,000 - - - 500,000
Mr. Ng Siu Ping, George 14th November, 2002
“TEMERAT LR 1.590 - 300,000 - - 300,000
17th May, 2004
TEREE —EZ-F+-A+t@OmA 1.190 500,000 - - - 500,000
Mr. Ting Hon Yam 14th November, 2002
“ZTNFRA+EA 1.590 - 150,000 - - 150,000
17th May, 2004
HEeltE —EER-FE+-ATWEA 1.190 500,000 - - - 500,000
Mr. Wong Kam Yim, Kenny ~ 14th November, 2002
—ZEMFERAT A 1.590 - 300,000 - - 300,000
17th May, 2004
BREtE —ZR_E+-ATIEE 1.190 500,000 - 500,000 - -
Mr. Young Man Kim, Robert  14th November, 2002
—EENERA A 1.590 - 300,000 300,000 - -
17th May, 2004
2,000,000 1,500,000 800,000 - 2,700,000

EXELIEEERAH
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BREHE
Number of option shares
R-ZZZEMF R-ZEZRF
MA—H FRE FRE ERE =ZA=1+-H
i RAT g 7 B HRTE
T Outstanding  Granted Exercised Cancelled Outstanding
Rt AH Exercise at during during during at
Date of grant Price 1.4.2004  theyear  theyear  theyear  31.3.2005
BT
HK$
BT
Employees TS -F+—-ATWEA 1.190 3,220,000 - 2,020,000 - 1,200,000
14th November, 2002
“EENFRAA+tHE 1.590 - 6,410,000 2,485,000 100,000 3,825,000
17th May, 2004
—ZEME+ANE 1.690 - 3,000,000 - - 3,000,000
8th October, 2004
3,220,000 9,410,000 4,505,000 100,000 8,025,000
5,220,000 10,910,000 5,305,000 100,000 10,725,000

AARBROHIEEREERERLEBBRAGI ==
ENMFRAT+EEE_ZEZENF+H/\H)
Z BB 5 B A1.55058 7T & 1.70078 7T ©
e E 5 AR 1T 2 B H 2 Al A9 D4 15
W B A1.9448 T °

EFeRRBREFARTEEREEEBR
HZRR EEAEY T EE  ARAREA
NAEBERZBRERZEKAHSEZ
ME  WEEERETHULSBREZE
H -

The closing prices of the shares of the Company immediately before
the grants of options on 17th May, 2004 and 8th October, 2004
were HK$1.550 and HK$1.700 respectively. Weighted average
closing price of the shares of the Company immediately before the

dates on which the options were exercised was HK$1.944.

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.
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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.

As at 31st March, 2005, the register of substantial shareholders
maintained under Section 336 of the SFO shows that, other than
the interests disclosed above in respect of certain directors, the
Company has not been notified of any interests representing 5% or
more of the Company’s issued share capital as at 31st March, 2005.

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

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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In the opinion of the directors, the Company has complied
throughout the year with the Code of Best Practice as set out in
Appendix 14 of the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”), which was still in force prior
to 1st January, 2005 and remains applicable to the financial year
under review.

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in Appendix 10
to the Listing Rules as its own code of conduct regarding directors’
securities transactions in relation to the accounting period covered
by this annual report. The Company confirms that, having made
specific enquiry of all directors, the directors have complied with the
required standard of dealings as set out therein.

The Company received the independent non-executive directors’
confirmation of their independence pursuant to Rule 3.13 of the
Listing Rules. The Company considered all the independent non-
executive directors are independent.

Based on the information that is publicly available to the Company
and within the knowledge of the directors, as at 31st March, 2005
and the date of this report, there is sufficient public float of not less
than 25% of the Company’s total issued shares capital as required
under the Listing Rules.

In September, 2004, Jiangmen Handsome Chemical Development
Limited (“JHCDL") and Concord Chemical Storaging Limited
("CCSL"), two indirect non-wholly owned subsidiaries of the
Group, proposed to raise capital from their respective shareholders
by way of rights issue. Accordingly, the Group agreed to inject
capital of HK$32,775,000 and HK$36,600,000 into JHCDL and
CCSL respectively. The Group also received dividends of
HK$21,000,000 from CCSL by way of scrip dividends. Consequently
with effect from 1st October, 2004, the Group’s interests in JHCDL
and CCSL have been increased from 60% to 75%.
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As at 30th September 2004, prior to increase of group’s interest in
JHCDL and CCSL to 75%, the Company provided corporate
guarantees to two banks for banking facilities in favour of a wholly
owned subsidiary. Upon the request of the subsidiary, one of these
banks have issued standby letters of credit for an amount of HK$5
million to another bank for banking facilities of RMB5 million to
JHCDL and Jiangmen Thansome Solvents Production Limited
("JTSPL"). These banks have issued standby letters of credit of US$4
million to two independent third parties to guarantee the payment
of all indebtedness for the purchases of goods by JHCDL, JTSPL and
CCSL. JHCDL, JTSPL and CCSL are indirect 60% owned subsidiaries
of the Company.

The Company also provided corporate guarantees of HK$110
million to two banks for banking facilities of HK$50 million and
US$7.7 million in favour of JHCDL and JTSPL to guarantee the
payment of all indebtedness for the purchases of goods by JHCDL
and JTSPL.

In addition, a wholly owned subsidiary of the Company provided
corporate guarantees of US$2.5 million to JHCDL, JTSPL and CCSL
suppliers to guarantee the payment of all indebtedness for the
purchase of goods by JHCDL, JTSPL and CCSL.

The guarantees given by the Group were the only financial
assistance given by the equity owners of JHCDL and JTSPL to them.

During the year, the Group paid rent of HK$720,000, HK$600,000
and HK$216,000 to Goldex Investments Limited, Galsheer
Investments Limited and Microphase Technology Company Limited
respectively in which Mr. Ip Chi Shing, Tony, Mr. Yip Tsz Hin,
Stephen and Mr. Ng Siu Ping, George, the directors of the
Company, has beneficial interests, respectively.
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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.

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, 29 June, 2005
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