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GENERAL

The Company is an exempted company incorporated in the
Cayman Islands under the Companies Law of the Cayman
Islands with its shares listed on The Stock Exchange of Hong
Kong Limited. The addresses of the registered office and
principal place of business of the Company are disclosed in
the corporate information to the annual report.

The consolidated financial statements are presented in Hong
Kong dollars, which is the same as the functional currency of
the Company.

The Company is an investment holding company. Its principal
subsidiaries are engaged in the manufacture of and trading in
solvents, coatings and lubricants.

APPLICATION OF NEW HONG KONG
FINANCIAL REPORTING STANDARDS

In the current year, the Group has applied, for the first time, a
number of new Hong Kong Financial Reporting Standards
("HKFRS"”s), Hong Kong Accounting Standards (“HKAS”s)
and Interpretations (hereinafter collectively referred to as
“new HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA") that are effective
for accounting periods beginning on or after 1st January,
2005 except for HKFRS 3 “Business Combinations”, HKAS 36
“Impairment of Assets” and HKAS 38 “Intangible Assets”
which were already effective in last year . The application of
the new HKFRSs has resulted in a change in the presentation
of the consolidated income statement, consolidated balance
sheet and the consolidated statement of changes in equity. In
particular, the presentation of minority interests has been
changed. The change in presentation has been applied
retrospectively. The adoption of the new HKFRSs has resulted
in changes to the Group's accounting policies in the following
areas that have an effect on how the results for the current
or prior accounting years are prepared and presented.
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APPLICATION OF NEW HONG KONG
FINANCIAL REPORTING STANDARDS
(CONTINUED)

Business combinations

The Group has applied HKFRS 3 “Business combinations” in
previous year for business combination with the agreement
date on or after 1st January, 2005. The principal effects of
the application of the transitional provisions of HKFRS 3 for
goodwill exist on or before 1st January, 2005 to the Group
are summarised below:

Goodwill

In previous years, goodwill arising on acquisitions prior to 1st
April, 2001 was held in reserves, and goodwill arising on
acquisitions for the period between 1st April, 2001 and 31st
December, 2004 was capitalised and amortised over its
estimated useful life. The Group has applied the relevant
transitional provisions in HKFRS 3. Goodwill previously
recognised in reserves amounting to HK$40,045,000 has
been transferred to the Group’s retained profits on 1st April,
2005. With respect to goodwill previously capitalised on the
consolidated balance sheet, the Group on 1st April, 2005
eliminated the carrying amount of the related accumulated
amortisation of HK$444,000 with a corresponding decrease
in the cost of goodwill (see note 16). The Group has
discontinued amortising such goodwill from 1st April, 2005
onwards and such goodwill will be tested for impairment at
least annually and in the financial year in which the
acquisition takes place. Goodwill arising on acquisitions after
1st January, 2005 is measured at cost less accumulated
impairment losses (if any) after initial recognition. As a result
of this change in accounting policy, no amortisation of
goodwill has been charged in the current year. Comparative
figures for 2005 have not been restated.
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APPLICATION OF NEW HONG KONG
FINANCIAL REPORTING STANDARDS
(CONTINUED)

Business combinations (continued)

Goodwill (continued)

In the current year, the Group has also applied HKAS 21 “The
effects of changes in foreign exchange rates” which requires
goodwill to be treated as assets and liabilities of the foreign
operation and translated at closing rate at each balance sheet
date. Previously, goodwill arising on acquisitions of foreign
operations was reported at the historical rate at each balance
sheet date. In accordance with the relevant transitional
provisions in HKAS 21, goodwill arising on acquisitions prior
to 1st April, 2005 is treated as a non-monetary foreign
currency item. Therefore, no prior period adjustment has

been made.

Excess of the Group’s interest in the net fair value of
acquiree’s identifiable assets, liabilities and contingent liabilities
over cost (previously known as “negative goodwill”)

In accordance with HKFRS 3, any excess of the Group's
interest in the net fair value of acquiree’s identifiable assets,
liabilities and contingent liabilities over the cost of acquisition
is recognised immediately in profit or loss in the period in
which the acquisition takes place. In previous periods,
negative goodwill arising on acquisitions prior to 1st April,
2001 was held in reserves. In accordance with the relevant
transitional provisions in HKFRS 3, the Group has derecognised
all negative goodwill of HK$1,995,000 at 1st April, 2005
with a corresponding increase to retained profits.
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APPLICATION OF NEW HONG KONG
FINANCIAL REPORTING STANDARDS
(CONTINUED)

Share-based payments

In the current year, the Group has applied HKFRS 2 “Share-
based payment” which requires an expense to be recognised
where the Group buys goods or obtains services in exchange
for shares or rights over shares (“equity-settled transactions”),
or in exchange for other assets equivalent in value to a given
number of shares or rights over shares (“cash-settled
transactions”). The principal impact of HKFRS 2 on the Group
is in relation to the expensing of the fair value of directors’
and employees’ share options of the Company determined at
the date of grant of the share options over the vesting
period. Prior to the application of HKFRS 2, the Group did not
recognise the financial effect of these share options until they
were exercised. The Group has applied HKFRS 2 to share
options granted on or after 1st April, 2005. In relation to
share options granted before 1st April, 2005, the Group has
not applied HKFRS 2 to share options granted on or before
7th November, 2002 and share options that were granted
after 7th November, 2002 and had vested before 1st April,
2005 in accordance with the relevant transitional provisions.
The Group had no share options granted after 7th November,
2002 and had not yet vested on 1st April, 2005, and
accordingly, no retrospective restatement is required.
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APPLICATION OF NEW HONG KONG
FINANCIAL REPORTING STANDARDS
(CONTINUED)

Financial instruments

In the current year, the Group has applied HKAS 32
“Financial instruments: disclosure and presentation” and
HKAS 39 “Financial instruments: recognition and
measurement”. HKAS 32 requires retrospective application.
The application of HKAS 32 has had no material effect on the
presentation of financial instruments in the consolidated
financial statements of the Group. HKAS 39, which is
effective for annual periods beginning on or after 1st January,
2005, generally does not permit the recognition, derecognition
or measurement of financial assets and liabilities on a
retrospective basis. The principal effects resulting from the
implementation of HKAS 39 are summarised below:

Classification and measurement of financial assets and
financial liabilities

The Group has applied the relevant transitional provisions in
HKAS 39 with respect to the classification and measurement
of financial assets and financial liabilities that are within the
scope of HKAS 39.
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APPLICATION OF NEW HONG KONG
FINANCIAL REPORTING STANDARDS
(CONTINUED)

Financial instruments (continued)

Classification and measurement of financial assets and
financial liabilities (continued)

Under HKAS 39, financial assets are classified as “financial
assets at fair value through profit or loss”, “available-for-sale
financial assets”, “loans and receivables”, or “held-to-
maturity financial assets”. “Financial assets at fair value
through profit or loss” and "available-for-sale financial
assets” are carried at fair value, with changes in fair values
recognised in profit or loss and equity respectively. Available-
for-sale equity investments that do not have quoted market
prices in an active market and fair value cannot be reliably
measured are stated at cost less impairment after initial
recognition. “Loans and receivables” and “held-to-maturity
financial assets” are measured at amortised cost using the
effective interest method after initial recognition. Financial
liabilities are generally classified as “financial liabilities at fair
value through profit or loss” or “other financial liabilities”.
Financial liabilities at fair value through profit or loss are
measured at fair value, with changes in fair value being
recognised in profit or loss directly. Other financial liabilities
are carried at amortised cost using the effective interest
method after initial recognition.
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APPLICATION OF NEW HONG KONG
FINANCIAL REPORTING STANDARDS
(CONTINUED)

Financial instruments (continued)

Derivatives

From 1st April, 2005 onwards, all derivatives that are within
the scope of HKAS 39 are required to be carried at fair value
at each balance sheet date regardless of whether they are
deemed as held for trading or designated as effective
hedging instruments. Under HKAS 39, derivatives (including
embedded derivatives separately accounted for from the host
contracts) are deemed as held-for-trading financial assets or
financial liabilities, unless they qualify and are designated as
effective hedging instruments. For derivatives that are deemed
as held for trading, changes in fair values of such derivatives
are recognised in profit or loss for the period in which they
arise. At 1st April, 2005, the adoption of HKAS 39 has had
no material effect on the results and financial position.

Owner-occupied leasehold interest in land

In previous periods, owner-occupied leasehold land and
buildings were included in property, plant and equipment and
measured using the cost model. In the current year, the
Group has applied HKAS 17 “Leases”. Under HKAS 17, the
land and buildings elements of a lease of land and buildings
are considered separately for the purposes of lease
classification, unless the lease payments cannot be allocated
reliably between the land and buildings elements, in which
case, the entire lease is generally treated as a finance lease.
To the extent that the allocation of the lease payments
between the land and buildings elements can be made
reliably, the leasehold interests in land are reclassified to
prepaid lease payments under operating leases, which are
carried at cost and amortised over the lease term on a
straight line basis. This change in accounting policy has been
applied retrospectively. Alternatively, where the allocation
between the land and buildings elements cannot be made
reliably, the leasehold interests in land continue to be
accounted for as property, plant and equipment.
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APPLICATION OF NEW HONG KONG
FINANCIAL REPORTING STANDARDS
(CONTINUED)

Summary of the effects of the changes in accounting
policies

The effect of the changes in the accounting policies described
above on the results for the current and prior year are as

follows:
—EEXREF —ZETREF
2006 2005
FET FAET
HK$’000 HK$'000
PTESRITEAREE Gain arising from fair value changes of

HEATEE W derivative financial instruments 2 =
R Decrease in amortisation of goodwill 890 =

BREAM R B % 1 ks AR A Expenses in relation to share options granted
ZEH to employees (1,258) =
PN SR S I Decrease in profit for the year (366) =

ZAERIE B AR TIBE 25 AR FEALF]
W2 DA

Analysis of decrease in profit for the year by line item
presented according to their function:

—EERE —ZETREF

2006 2005

FET FAET

HK$’000 HK$°000

E b A Z 48N Increase in other income 2 =
FTERE R ZEm Increase in administrative expenses (368) -
NSy e I b R Decrease in profit for the year (366) -

Yip's Chemical Holdings Limited 2005-2006 Annual Report

79



80

> 4R A B 3% 3] & M 5 Notes To The Consolidated Financial Statements

HE-_ZZXF=A=1T—HILFE
For the year ended 31st March, 2006

2.

ERCLISEERAE —ZTRE_ZZ FEEFR

BRANFTR] RAER] BB M ]

R

| ==/ 2

7 )

RESHTRERBZRE (B)

R-EEZRFE=A=+—BERRN_-Z
TRFMA—BRERFIEETE
HELZRMRFHERBLOT -

APPLICATION OF NEW HONG KONG
FINANCIAL REPORTING STANDARDS
(CONTINUED)

Summary of the effects of the changes in accounting
policies (continued)

The cumulative effects of the application of the new HKFRSs
as at 31st March, 2005 and 1st April, 2005 are summarised

below:

RZB2RfF RZ221F R-B21F
ZA=1-H ZA=1-H MmA-H
Asat EE As at BE Asat
31stMarch, 2005 Adjustments 31st March, 2005  Adjustments  1st April, 2005
TAx TAx TA TAT TAT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(R&31) (BE3I) (BE3)
(originally stated) (Restated) (Restated)

EERERER Balance sheet items
nE - BRERRE Property, plant and equipment 482,863 (19.472) 403,391 - 403,391
BRLnAE Prepaid lease payments - 79472 79472 - 79472
432,863 - 432,863 - 482,863
27 Retained profits 499,671 - 499,671 (38,050) 461,621
BERE Goodwill reserve (38,050) - (38,050) 38,050 -
461,621 - 461,621 - 461,621

RARWERA LT EEMERER
ZETEER]  ASETRAE - ARFIES
TEEF - AL SR - BF R2E
BWAREBZAREMIEMELME KR
& .

The Group has not early applied the following new standards,
amendments and interpretations that have been issued but
are not yet effective. The directors of the Company anticipate
the application of these new standards, amendments and
interpretations will have no material impact on the Group’s
consolidated financial statements.
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APPLICATION OF NEW HONG KONG
FINANCIAL REPORTING STANDARDS

(CONTINUED)

Summary of the effects of the changes in accounting

policies (continued)

HKAS 1 (Amendment)

HKAS 19 (Amendment)

HKAS 21 (Amendment)

HKAS 39 (Amendment)

HKAS 39 (Amendment)

HKAS 39 and HKFRS 4
(Amendments)

HKFRS 6

HKFRS 7

HKFRS - INT 4

HKFRS = INT 5

HK(IFRIC) - INT 6

HK(IFRIC) - INT 7

HK(IFRIC) - INT 8

HK(IFRIC) - INT 9

Capital disclosures’

Actuarial gains and losses, group plans
and disclosures?
Net investment in a foreign operation?

Cash flow hedge accounting of forecast
intragroup transactions?
The fair value option?

Financial guarantee contracts®

Exploration for and evaluation of mineral
resources?

Financial instruments: Disclosures'

Determining whether an arrangement
contains a lease?

Rights to interests arising from
decommissioning, restoration and
environmental rehabilitation funds?

Liabilities arising from participating in a
specific market — waste electrical and
electronic equipment’

Applying the restatement approach under
HKAS 29 Financial Reporting in
Hyperinflationary Economies*

Scope of HKFRS 2°

Reassessment of embedded derivatives®

1 Effective for annual periods beginning on or after 1st January,
2007.

2 Effective for annual periods beginning on or after 1st January,
2006.

3 Effective for annual periods beginning on or after 1st December,
2005.

4 Effective for annual periods beginning on or after 1st March, 2006.

5 Effective for annual periods beginning on or after 1st May, 2006.

6 Effective for annual periods beginning on or after 1st June, 2006.
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SIGNIFICANT ACCOUNTING POLICIES

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

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
issued by the HKICPA. 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 and the Hong Kong
Companies Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to
31st March each year.

The results of subsidiaries acquired or disposed of during the
year are included in the consolidated income statement from
the effective date of acquisition or up to the effective date of
disposal, as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses
are eliminated on consolidation.

Minority interests in the net assets of consolidated subsidiaries
are presented separately from the Group’s equity therein.
Minority interests in the net assets consist of the amount of
those interests at the date of the original business combination
and the minority’s share of changes in equity since the date
of the combination. Losses applicable to the minority in
excess of the minority’s interest in the subsidiary’s equity are
allocated against the interests of the Group except to the
extent that the minority has a binding obligation and is able
to make an additional investment to cover the losses.
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For the year ended 31st March, 2006

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Basis of consolidation (continued)

Acquisition of additional interests in subsidiaries is recorded
at historical cost and the excess of the cost of acquisition over
the carrying amounts of net assets acquired is recognised as
goodwill.

Goodwill

Goodwill arising on acquisitions prior to 1st January, 2005

Goodwill arising on an acquisition of a subsidiary for which
the agreement date is before 1st January, 2005 represents
the excess of the cost of acquisition over the Group’s interest
in the fair value of the identifiable assets and liabilities of the
relevant subsidiary at the date of acquisition.

For previously capitalised goodwill arising on acquisitions
after 1st April, 2001, the Group has discontinued amortisation
from 1st April, 2005 onwards, and such goodwill is tested for
impairment annually, and whenever there is an indication
that the cash generating unit to which the goodwill relates
may be impaired.

Gooadwill arising on acquisitions on or after 1st January, 2005

Goodwill arising on an acquisition of a subsidiary for which
the agreement date is on or after 1st January, 2005
represents the excess of the cost of acquisition over the
Group’s interest in the net fair value of the identifiable assets,
liabilities and contingent liabilities of the relevant subsidiary,
at the date of acquisition. Such goodwill is carried at cost less
any accumulated impairment losses.

Capitalised goodwill arising on acquisition of a subsidiary is
presented separately in the balance sheet.
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> 4R A B 3% 3] & M 5 Notes To The Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Goodwill (continued)

Goodwill arising on acquisitions on or after 1st January, 2005

(continued)

For the purposes of impairment testing, goodwill arising from
an acquisition is allocated to each of the relevant cash-
generating units, or groups of cash-generating units, that are
expected to benefit from the synergies of the acquisition. A
cash-generating unit to which goodwill has been allocated is
tested for impairment annually, and whenever there is an
indication that the unit may be impaired. For goodwill arising
on an acquisition in a financial year, the cash-generating unit
to which goodwill has been allocated is tested for impairment
before the end of that financial year. When the recoverable
amount of the cash-generating unit is less than the carrying
amount of the unit, the impairment loss is allocated to reduce
the carrying amount of any goodwill allocated to the unit first,
and then to the other assets of the unit pro rata on the basis
of the carrying amount of each asset in the unit. Any
impairment loss for goodwill is recognised directly in the
consolidated income statement. An impairment loss for
goodwill is not reversed in subsequent periods.

On subsequent disposal of a subsidiary, the attributable
amount of goodwill capitalised is included in the determination
of the amount of profit or loss on disposal.
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For the year ended 31st March, 2006

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Property, plant and equipment

Property, plant and equipment other than construction in
progress, are stated at cost less subsequent accumulated
depreciation and accumulated impairment losses.

Depreciation is provided to write off the cost of items of
property, plant and equipment, other than construction in
progress, over their estimated useful lives and after taking
into account of their estimated residual values, using the
straight line method.

Assets held under finance leases are depreciated over their
expected useful lives on the same basis as owned assets or,
where shorter, the term of the relevant lease.

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 derecognition of the asset (calculated
as the difference between the net disposal proceeds and the
carrying amount of the item) is included in the consolidated
income statement in the year in which the item is
derecognised.

Construction in progress will not be depreciated until the
assets are put into intended use and accordingly is stated at
cost less accumulated impairment loss.

Intangible asset

Intangible assets are measured initially at cost less identified
impairment loss. The cost is amortised on a straight line basis
over their estimated economic useful life of five years.

Gains or losses arising from derecognition of an intangible
asset are measured at the difference between the net
disposal proceeds and the carrying amount of the asset and
are recognised in the consolidated income statement when
the asset is derecognised.

Yip's Chemical Holdings Limited 2005-2006 Annual Report

85



86

BE-ZT"F=A=1+—HLFE
For the year ended 31st March, 2006

EBRIHEE

s

BAE (& LS

REHER  AEERFIEFTRE
FEEZREE  UEEESHRAE
T EEEHBERERRE - W5 XE
BERWOE 2z S REGEHERERAEE -
ZEEZIREERRZERWEZ S5 -
BEB BN FER B X

fisi ek (B R 1E L& 52 - RIE ERREE
EIRINEHLIERT 2 (Eat AT W BB 5 -
MEZIG N2 BRE(E NS BB EFER
R 4 BB 2 A AR (RRUE RS 1R T T
EEE 2 BRE{E © R E & R O & BB
ERBIA -

175

FELRAS A S HFE AREEE
) ABR o FRANIZDNMEFIDEAE -

EWMITA

MBEERVMBRBEDEX EBEE
MATEARMEX 2T KEEE
BEXRLER UBHEERMBAR
WRRENTHER - WIBRBEITHH
EENEEABEERBIEZRIKAE
CEBBENAARBEINRZMIGEE
2 BA %% BERR M) TR 90 25 T SR B A0
AMBEEXMBEEZARBERA
FBEEIVHREZ A LERNIER
(& E) o WEE BB m AR ED
RZMBEERMFERAEEREGEZ
X 5 Pk AN BB 70 18 25 AR A RERR o

ERCLISEERAE —ZZTRE-_ZEREFEER

> 4R 4 Bf %% 3R & MY 5f Notes To The Consolidated Financial Statements

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Impairment (other than goodwiill)

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have
suffered an impairment loss. If the recoverable amount of an
asset is estimated to be less than its carrying amount, the
carrying amount of the asset is reduced to its recoverable
amount. An impairment loss is recognised as expense
immediately.

When an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, such 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 in prior years. A reversal of an impairment loss is
recognised as income immediately.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the weighted average method.

Financial instruments

Financial assets and financial liabilities are recognised on the
balance sheet when a group entity becomes a party to the
contractual provisions of the instrument. Financial assets and
financial liabilities are initially measured at fair value. Transaction
costs that are directly attributable to the acquisition or issue
of financial assets and financial liabilities (other than financial
assets and 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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HE-ZTZRF=ZA=1T—BHLHFE
For the year ended 31st March, 2006

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial assets

The Group’s financial assets are mainly classified into one of
the two categories, including loans and receivables and
available-for-sale financial assets. All regular way purchases or
sales of financial assets are recognised and derecognised on a
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 marketplace. The accounting policies
adopted in respect of each category of financial assets are set

out below.

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an
active market. At each balance sheet date subsequent to
initial recognition, loans and receivables (including trade
debtors, other debtors, short-term bank deposits and bank
balances) are carried at amortised cost using the effective
interest method, less any identified impairment losses. An
impairment loss is recognised in profit or loss when there is
objective evidence that the asset is impaired, and is measured
as the difference between the asset's carrying amount and
the present value of the estimated future cash flows
discounted at the original effective interest rate. Impairment
losses are reversed in subsequent periods when an increase in
the asset’s recoverable amount can be related objectively to
an event occurring after the impairment was recognised,
subject to a restriction that the carrying amount of the asset
at the date the impairment is reversed does not exceed what
the amortised cost would have been had the impairment not
been recognised.

Yip's Chemical Holdings Limited 2005-2006 Annual Report

87



88

> 4R 4 Bf %% 3R & MY 5f Notes To The Consolidated Financial Statements

BE-ZT"F=A=1+—HLFE
For the year ended 31st March, 2006

3.

ERCLISEERAE —ZZTRE-_ZEREFEER

FESFHEE @

M EE (&
AR EZEEE

AHEEZMEEETIIETEETRT
BED A EMAER -

HIORBEBRMSEEMELER]
A EEBENAHEEZHBEE
BE - REBEER SRR SRR
BamEk  REEBRESREENERAE
B T 35 M R AT R R R TR UL AV IR 20
E2EZ5 - ZBEBETERHZD
B o

MBaERERS

SEEHERTZUBABRERRE
TADREBEARLHEZEEHAY BT E
BERERRETAZESZESE -

HERETANBRAEERIRAE
BERZEETHARNGER ZEM
GR - AEBZMBEETIDEER
BRI IR A R EIIERZ MRS
BaE - Y aE RiEm T AR
Mz EEIRE TR T -

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial assets (continued)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are
either designated or not classified as any of the other
categories.

For available-for-sale equity investments that do not have a
quoted market price in an active market and whose fair value
cannot be reliably measured and derivatives that are linked to
and must be settled by delivery of such unquoted equity
instruments, they are measured at cost less any identified
impairment losses at each balance sheet date subsequent to
initial recognition. An impairment loss is recognised in profit
or loss when there is objective evidence that the asset is
impaired. The amount of the impairment loss is measured as
the difference between the carrying amount of the asset and
the present value of the estimated future cash flows
discounted at the current market rate of return for a similar
financial asset. Such impairment losses will not reverse in
subsequent periods.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group
entity are classified according to the substance of the
contractual arrangements entered into and the definitions of
a financial liability and an equity instrument.

An equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of its
liabilities. The Group’s financial liabilities are generally classified
into financial liabilities other than financial liabilities at fair
value through profit or loss. The accounting policies adopted
in respect of financial liabilities and equity instruments are set
out below.
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HE-ZTZRF=ZA=1T—BHLHFE
For the year ended 31st March, 2006

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial liabilities and equity (continued)

Bank borrowings

Interest-bearing bank loans and overdrafts are initially
measured at fair value, and are subsequently measured at
amortised cost, using the effective interest method. Any
difference between the proceeds (net of transaction costs)
and the settlement or redemption of borrowings is recognised
over the term of the borrowings in accordance with the
Group's accounting policy for borrowing costs.

Other financial liabilities

Other financial liabilities including creditors are subsequently
measured at amortised cost, using the effective interest
method.

Equity instruments

Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.

Derivative financial instruments

Derivative financial instruments are deemed as held for
trading financial assets or financial liabilities. Changes in the
fair value of derivative financial instruments are recognised in

profit or loss as they arise.

Leases

Leases are classified as finance leases whenever the terms of
the lease transfer substantially all the risks and rewards of
ownership to the lessee. All other leases are classified as
operating leases.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Leases (continued)

The Group as lessor

Rental income from operating leases is recognised in the
consolidated income statement 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 recognised as an
expense on a straight line basis over the lease term.

The Group as lessee

Assets held under finance leases are recognised as assets of
the Group at their fair value at the inception of the lease or, if
lower, at the present value of the minimum lease payments.
The corresponding liability to the lessor is included in the
consolidated balance sheet as a finance lease obligation.
Lease payments are apportioned between finance charges
and reduction of the lease obligation so as to achieve a
constant rate of interest on the remaining balance of the
liability. Finance charges are charged directly to profit or loss,
unless they are directly attributable to qualifying assets, in
which case they are capitalised in accordance with the

Group’s general policy on borrowing costs.

Rentals payable under operating leases are charged to profit
or loss on a straight line basis over the term of the relevant
lease. Benefits received and receivable as an incentive to
enter into an operating lease are recognised as a reduction of
rental expense over the lease term on a straight line basis.
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HE-ZTZRF=ZA=1T—BHLHFE
For the year ended 31st March, 2006

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable for
goods and services provided in the normal course of business,
net of discounts and sales related taxes.

Sales of goods are recognised when goods are delivered and
title has been passed.

Storage income is recognised when storage services are
provided.

Interest income is accrued on a time basis, by reference to the
principal outstanding and at the effective interest rate
applicable, which is the rate that exactly discounts estimated
future cash receipts through the expected life of the financial
asset to that asset’s net carrying amount.

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 recorded in its
functional currency (i.e. the currency of the primary economic
environment in which the entity operates) at the rates of
exchanges prevailing on the dates of the transactions. At
each balance sheet date, monetary items denominated in
foreign currencies are retranslated at the rates prevailing on
the balance sheet 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.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Foreign currencies (continued)

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are
recognised in profit or loss in the period in which they arise.
Exchange differences arising on the retranslation of non-
monetary items carried at fair value are included in profit or
loss for the period except for differences arising on the
retranslation of non-monetary items in respect of which gains
and losses are recognised directly in equity, in which cases,
the exchange differences are also recognised directly in
equity.

For the purposes of presenting consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of
the Group (i.e. Hong Kong dollars) at the rate of exchange
prevailing at the balance sheet date, and their income and
expenses 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 as a separate component of equity (the
translation reserve). Such exchange differences are recognised
in profit or loss in the period in which the foreign operation is
disposed of.

Goodwill and fair value adjustments on identifiable assets
and liabilities acquired arising on an acquisition of a foreign
operation on or after 1st April, 2005 are treated as assets and
liabilities of that foreign operation and translated at the rate
of exchange prevailing at the balance sheet date. Exchange
differences arising are recognised in the translation reserve.

As mentioned in note 2, goodwill and fair value adjustments
arising on acquisitions of foreign operations prior to 1st April,
2005 are treated as non-monetary foreign currency items of
the acquirer and reported using the historical exchange rate
prevailing at the date of the acquisition.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, are capitalised
as part of the cost of those assets. Capitalisation of such
borrowing costs ceases when the assets are substantially
ready for their intended use or sale. 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.

Taxation

Income tax expense represents the sum of the tax currently
payable and deferred taxation.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit as reported in the
consolidated income statement because it excludes items of
income or expense that are taxable or deductible in other
years and it further excludes income statement items that are
never taxable or deductible. Group’s liability for current tax is
calculated using tax rates that have been enacted or
substantively enacted by the balance sheet date.

Deferred taxation is recognised on differences between the
carrying amount of assets and liabilities in the consolidated
financial statements and the corresponding tax bases used in
the computation of taxable profit, and is accounted for using
the balance sheet liability method. Deferred taxation liabilities
are generally recognised for all taxable temporary differences
and deferred taxation assets are recognised to the extent that
it is probable that taxable profit will be available against
which deductible temporary differences can be utilised. Such
assets and liabilities are not recognised if the temporary
difference arises from goodwill or from the initial recognition
(other than in a business combination) of assets and liabilities
in a transaction that affects neither the taxable profit nor the
accounting profit.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Taxation (continued)

The carrying amount of deferred taxation assets is reviewed
at each balance sheet date and reduced to the extent that it
is no longer probable that sufficient taxable profit will be
available to allow all or part of the asset to be recovered.

Deferred taxation is calculated at the tax rates that are
expected to apply in the period when the liability is settled or
the asset is realised. Deferred taxation is charged or credited
to consolidated income statement, except when it relates to
items charged or credited directly to equity, in which case the
deferred taxation is also dealt with in equity.

Retirement benefit costs

Payments to defined contribution retirement benefit plans are
charged as an expense as they fall due. Payments made to
state-managed retirement benefit schemes are dealt with as
payments to defined contribution plans where the Group’s
obligations under the plans are equivalent to those arising in
a defined contribution retirement benefit plan.

Share-based payment transactions

Equity-settled share-based payment transactions

Share options granted to employees

The fair value of services received determined by reference to
the fair value of share options granted at the grant date is
recognised as an expense in full at the grant date when the
share options granted vest immediately, with a corresponding

increase in share option reserve.

At the time when the share options are exercised, the amount
previously recognised in share option reserve will be transferred
to share premium. When the share options are still not
exercised at the expiry date, the amount previously recognised
in share option reserve will be transferred to retained profits.
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HE-ZTZRF=ZA=1T—BHLHFE
For the year ended 31st March, 2006

KEY SOURCES OF ESTIMATION
UNCERTAINTY

Estimated impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash-generating units to
which goodwill has been allocated. The value in use
calculation requires the Group to estimate the future cash
flows expected to arise from the cash-generating unit and a
suitable discount rate in order to calculate the present value.
As at 31st March, 2006, the carrying amount of goodwill is
HK$19,231,000. Details of the recoverable amount calculation
are disclosed in note 16.

Income taxes

As at 31st March, 2006, a deferred taxation asset of
HK$691,000 in relation to unused tax losses of
HK$234,001,000 has been recognised in the Group's
consolidated balance sheet. The realisability of the deferred
taxation asset mainly depends on whether sufficient future
profits or taxable temporary differences will be available in
the future. The carrying amount of deferred tax assets and
related financial models and budgets are reviewed at each
balance sheet date, and in cases where the actual future
profits generated are less than expected, a reversal of
deferred taxation asset may arise, which would be recognised
in the consolidated income statement for the period in which
such a reversal takes place.
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For the year ended 31st March, 2006
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FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group’s major financial instruments include trade debtors,
other debtors, available-for-sale investment, short-term bank
deposits, bank balances and cash, creditors and bank
borrowings. Details of these financial instruments are disclosed
in respective notes. The risks associated with these financial
instruments and 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

(i) Currency risk

The Group mainly operates in the People’s Republic of
China (the ""PRC") with most of the transactions
denominated and settled in Renminbi ("RMB”). RMB is
not freely convertible into other foreign currencies and
conversion of RMB into foreign currencies is subject to
rules and regulations of foreign exchange control
promulgated by the PRC government. The Group has
used forward contracts to reduce its foreign currency
exposure.

(i) Interest rate risk

The Group’s cash flow interest rate risk relates primarily
to variable-rate bank borrowings (see note 27). The
Group currently does not have a policy on cash flow
hedges of interest rate risk. However, the management
monitors interest rate exposure and will consider
hedging significant interest rate risk should the need

arises.
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BE-_ZZRF=FA=1T—"BILFE
For the year ended 31st March, 2006

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (CONTINUED)

Credit risk

The Group's maximum exposure to credit risk in the event
that counterparties fails to perform their obligations at 31st
March, 2006 in relation to each class of recognised financial
assets is the carrying amounts of those assets as stated in the
consolidated balance sheet.

In order to minimise the credit risk in relation to trade
debtors, the management of the Group monitors procedures
to ensure that follow-up actions are taken to recover overdue
debts. In addition, the management of the Group reviews the
recoverable amount of each individual trade debt at each
balance sheet date to ensure that adequate impairment losses
are made for irrecoverable amounts. In this regard, the
directors of the Company consider that the Group’s credit risk
is significantly reduced.

The credit risk on liquid funds is limited because the majority
of the counterparties are banks with high credit-ratings
assigned by international credit-rating agencies and state-
owned banks with good reputation.

The Group has no significant concentration of credit risk, with
exposure spread over a large number of counterparties and
customers.
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BUSINESS AND GEOGRAPHICAL SEGMENTS

(a)

Business segments

For management purposes, the Group’s operations are
currently classified under three business segments,
namely solvents, coatings and lubricants. This
classification differs from the reporting format of prior
year in that varnishes, paints, inks and resins, which
were reported as separate segment were now grouped
under ‘coatings’, thinners and raw solvents were now
grouped under ‘solvents’, while lubricants was reported
separately in prior and current year. This re-classification
does not affect the way the Group organises its
business operations, but it does give a clearer picture of
the Group's overall business performance. It is also
more in line with the business logic, as varnishes,
paints, inks and resins all fall into the category of
‘coatings’, and are all affected by the same business
factors. Thinners is a blend of solvents and it is
therefore included in the segment of ‘solvents’. This re-
classification should give a simpler and clearer picture
of the operations of the Group. Comparative figures
have been restated to conform with the current year's
presentation.

As the turnover and results of the storage activities
were insignificant in the current and prior year, such
activities are grouped under ‘others’ for presentation
purposes.

Principal activities are as follows:

Solvents - manufacture of and trading in solvents
and related products

Coatings -  manufacture of and trading in coatings
and related products

Lubricants — manufacture of and trading in

lubricants products
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EXBRHEEIE @

(a) ¥HoEHE)

BUSINESS AND GEOGRAPHICAL SEGMENTS
(CONTINUED)

(@) Business segments (continued)

() AEBEZEXEFERERR (i) An analysis of the Group’s turnover and results
H¥BoPEMT by business segments is as follows:
BH 2H bbb At RBES &8
Solvents Coatings Lubricants Others Elimination ~ Consolidated
FEn TEn TEr FEn FEn FEn
HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000
BZ-2TRE Year ended 31st March, 2006
ZRA=T-HLEE
AELEE Segment revenue
HiMEE External sales 1,902,480 1,149,882 219,058 58,250 - 3,329,670
PEREE Inter-segment sales 71,101 46,152 256 5173 (123,282) -
et Total 1,973,581 1,196,034 219,314 64,023 (123,282) 3,329,670
ES Results
DEES Segment result 157,262 80,568 (296) 5,736 (260) 243,010
ELON Interest income 1,713
AHREEER Unallocated corporate expenses (4,770)
BERT Profit from operations 239,953
MEER Interest expense (21,538)
BB A& Profit before taxation 218,415
A Taxation (21,681)
TEEHT Profit for the year 196,734

Yip's Chemical Holdings Limited 2005-2006 Annual Report

o)



100

> 4R A B 3% 3] & M 5 Notes To The Consolidated Financial Statements

6. EBRMWEDHE ¢

B

() EBDE (&)

BUSINESS AND GEOGRAPHICAL SEGMENTS
(CONTINUED)

(@) Business segments (continued)

() ATEEZEEFERFEER (i) An analysis of the Group's turnover and results
EB oW (8&) - by business segments is as follows (continued):
&Y 28 pibed: Eft RHEH 74
Solvents Coatings Lubricants Others Elimination Consolidated
TET TET TET FAT TAT TAT
HK$'000 HKS$'000 HKS$'000 HK$'000 HK$'000 HK$'000
(BE7) GEL)
(Restated) (Restated)
HEZ-5E1% Year ended 31st March, 2005
ZRZT-ALEE
PEERE Segment revenue
HMEE External sales 1,518,985 1,025,333 114,817 18,464 - 2,677,599
AERHEE Inter-segment sales 65,031 42539 60 4219 (111,849) -
&% Total 1,584,016 1,067,872 114,877 22,683 (111,849) 2,677,599
E3 Results
eSS Segment result 155,483 53,674 (22,742) 591 16 187,022
MEHRA Interest income 750
FAREEER Unallocated corporate expenses (3912)
BEER Profit from operations 183,860
MEER Interest expense (4,626)
BREERR Profit before taxation 179,234
#HE Taxation (13.401)
RERHT Profit for the year 165,833

EHH 2 HE BG TINLA LRI

AT -

ERCLISEERAE —ZTRE_ZZ FEEFR

Inter-segment sales are charged at the similar terms as
outsiders.
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ERREDE BUSINESS AND GEOGRAPHICAL SEGMENTS
(CONTINUED)
(@) EX¥5E (&) (a) Business segments (continued)
iy HMER (i) Other information
£F
BH B3 BER Bt Corporate &8
Solvents Coatings Lubricants Others level  Consolidated
FEn TEn TEr FEn FEn FEn
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
HEZ-ZEAE Year ended 31st March, 2006
ZRAZT-HLEE
BRERE Capital additions 18,234 65,879 3,675 7 1223 89,018
NE BERREZ  Depreciation and amortisation of
HEREH property, plant and equipment 11,017 2,814 2,788 104 2,242 38,965
BRREER Release of prepaid lease payments an 1,523 - - 336 2,270
WE - -BERREZ  Impaiment loss in respect of
REEE property, plant and equipment 35 1,536 - - - 151
EVEEER Amortisation of intangible asset - 1,000 - - - 1,000
HEME BER  Loss (gain) on disposal of property,
SELER) plant and equipment 390 1,205 (252) - 199 1,542
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6. X¥BRHEDE® BUSINESS AND GEOGRAPHICAL SEGMENTS
(CONTINUED)
(@) ¥X¥5¥E (&) (a) Business segments (continued)
(iy HER (&) (i)  Other information (continued)
£H
RE 2R bbied Eft Corporate Fa
Solvents Coatings Lubricants Others level Consolidated
TAT Thr TAr TAr TAT TEL
HK$'000 HK$°000 HK$°000 HK$'000 HK$'000 HK$'000
(BEj5) (BE5) (BE5)
(Restated) (Restated) (Restated)

HZ2-E51% Year ended 31st March, 2005

ZRZT-ALEE
BAMRE Capital additions 39,120 76,807 8,606 19 953 125,505
BERE Goodwill additions 17,187 - 1,888 - - 19,675
ME - BERRMEZ  Depreciation and amortisation of

NEREH property, plant and equipment 9,926 21,154 2,654 104 2,221 36,059
BRHEES Release of prepaid lease payments 554 1915 - - 364 2,833
E%ME - BEREE Reversal of impairment loss in respect

ZHEER of property, plant and equipment - (339) - - - (339)
WE BERAEZ  Impaiment loss in respect of property,

HERE plant and equipment - - 1,366 - - 1,366
ENEESH Amortisation of intangible asset - 1,000 - - - 1,000
HEME BER  (Gain)loss on disposal of property,

R (BB plant and equipment (17) 7 399 507 5 965
AEEH Amortisation of gooduil 444 - - - . a4

ERCIKEARAR —ETRAE-FTTAFEFH
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(i) AKREZREBOBRZEE

BES

Hran T

BUSINESS AND GEOGRAPHICAL SEGMENTS
(CONTINUED)

(@) Business segments (continued)

(i) An analysis of the Group’s balance sheet by business

segments is as follows:

RE 2H ppep Hth &8
Solvents Coatings Lubricants Others  Consolidated
TEn TEn FEn FEn FEn
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RZZEXAE=R=1+-A At 315t March, 2006
EE Assets
PREE Segment assets 601,888 782,468 163,967 29437 1,577,760
BRHBEE Deferred taxation assets 691
APREEEE Unallocated corporate assets 297,873
HRBEE Consolidated total assets 1,876,324
8 Liabilities
PPER Segment liabilities 161,358 123,325 41,492 22,160 348,335
FERBH Taxation payable 18,388
BREREEE Deferred taxation liabilities 1,794
AAREBERE Unallocated corporate liabilities 524,586
FRBEE Consolidated total liabilities 893,103
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103



> 4R A B 3% 3] & M 5 Notes To The Consolidated Financial Statements

6. EBRMWEDHE ¢

B

() EBDE (&)

(iy AEEZREBOBZIEE
BEINTOT (&) :

BUSINESS AND GEOGRAPHICAL SEGMENTS
(CONTINUED)

(@) Business segments (continued)

(i) An analysis of the Group’s balance sheet by business
segments is as follows (continued):

AH B by Eih e
Solvents Coatings Lubricants Others Consolidated
FiEr FiEr FEr TET TET
HKS$'000 HK$'000 HK$'000 HK$000 HK$000
(BEZ) (BE)
(Restated) (Restated)
W-E55F=F=1-H At 31st March, 2005
BE Assets
AHEE Segment assets 570,926 716,116 115,060 2,476 1,404,578
BRERBEE Deferred taxation assets 691
mEkER Taxation recoverable 863
APRERAE Unallocated corporate assets 213,959
hAeEE Consolidated total assets 1,620,091
af Liabilities
PEAE Segment liabilities 224,805 101,636 44,639 1,500 372,580
AR Taxation payable 12,882
EERERR Deferred taxation liabilities 1832
FAREEER Unallocated corporate liabilities 417,668
nABER Consolidated total liabilities 804,962

(b) HEZDE

MANAREEZ EEBREERK
RREDHKEPEANEE - M
AL B K # D B B IR A R B
REE - MEMESEERE K
ERREEBEME D

104 ERACIEEERAT —BERZE-_TEAFEFH

(b) Geographical segments

As the Group’s turnover and trading results are
principally derived from Mainland China and the assets
are substantially located in Mainland China, an analysis
of the consolidated turnover, trading results by
geographical market and assets by geographical location
is not presented.
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3L TURNOVER

SEEAFELEEE  HFOT An analysis of the Group's turnover is as follows:
—EBNREF —ETRF
2006 2005
FET FET
HK$'000 HK$'000
HEEMm Sales of goods 3,317,765 2,665,736
BRI A Storage income 11,905 11,863
3,329,670 2,677,599
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PROFIT FROM OPERATIONS

—EEXRE —ETREF
2006 2005
FET FHAET
HK$000 HK$°000
R A B HBR Profit from operations has been arrived
IR at after charging:
B A EEE Amortisation of intangible asset (included in

Gt AT EZE A R) administrative expenses) 1,000 1,000
G Amortisation of goodwill (included in

GrATTEREBAN) administrative expenses) - 444
% 25 AN B < Auditors’ remuneration 2,549 2,000
WM - WEKFHZ Depreciation and amortisation of property,

W& & plant and equipment 38,965 36,059
TE AT TH & 8 Release of prepaid lease payments 2,270 2,833
WME -« BEREMEZFME  Impairment loss of property, plant and equipment

EHEGETAITTHRERN) (included in administrative expenses) 1,571 1,366
HEME - WE K&#ZEME 2 Loss on disposal of property, plant and

BB equipment 1,542 965
B 17 6T X P /8B 5% e 2 Operating lease payments in respect of storage

EEMAO T RIE tanks and ancillary facilities 6,870 6,814
W2 EEBL Operating lease payments in respect of rented

XA RRIE premises 9,365 4,472
ETXRABEEZEENS Staff costs, including directors’ remuneration

(K17£9) (Note 9) 253,233 205,034
WHAFFATFIER - and after crediting:

B 17 T B B B8 3% e Rental income in respect of storage tanks and

ZHE WA ancillary facilities 9,411 9,594
Bl E - BB &M 2 Reversal of impairment loss of property,

REEE GFATTHRE plant and equipment

AR (included in administrative expenses) - 339
F B A Interest Income 1,713 750

106
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PROFIT FROM OPERATIONS (CONTINUED)

Bz - Note:
FABIRAZEKRESHEITWOT - Pension contributions included in staff costs are as follows:
—EEXREF —EZETREF
2006 2005
FET FAEIT
HK$000 HK$°000
N 5E B T BR E K Pension contributions to the Group’s
HE PAST A defined contribution schemes 4,022 3,537
T 8 W R Less: Forfeited contributions (256) 91)
3,766 3,446

EEHERESME

EfNSENTFNINE (CFEEAF 11

DIRECTORS’ REMUNERATION AND
EMPLOYEES' EMOLUMENTS

The emoluments paid or payable to each of the 11 (2005:71)

Z)EEZHESWT ¢ directors were as follows:
5 18 R4Y SR BRR  EER ERES  ZER
b EBE Yip Ng  TER  Wong  Young Tng  EEF  AuYeung Li
(Chi Shing, b TszHin,  SiuPing, Ting ~ KamYim,  ManKim, Wi Tung, Wong  Tsan Pong, ~ Chak Man, 1
Tony FungKuen ~ Stephen  George  HomYam  Kenny  Robert  Romald  KongChi Davie  Chuck Total
tér  TEr  TEr  TEr  TEr  TEr  TEr TEr TR TAr  TEr TEx
HKS000  HKS000  HKSO00  HKS000  HKSO00  HKSO00  HKSO00  HKSO00 - HKSO00  HKS'000  HKS000  HKS'000
ZELNE 2006
2 Fegs 400 400 400 400 400 400 400 0 500 200 200 4020
EfpHe Other emoluments
£4R Salaries and other
AhER benefits 3153 1,250 2419 1,525 1,664 1,504 1731 - - - - 13306
hiha Share based
EENf payments - It} i} i} i i i - - - - 174
BRERE Retiement beneft
scheme contributions 166 106 132 13 114 114 06 - - - - 811
Beag Total emoluments 319 1,785 3,040 2,067 201 2087 2206 30 500 200 200 18311
CE%1% 2005
2 Fegs - - - - - - - 30 500 151 105 1,076
ifpde Other emoluments
£2R Salaries and ofher
Al benefits 3257 1147 184 1336 1672 1838 1812 - - - - 13966
BRERE Retiement beneft
scheme contributions 166 107 13 10 114 113 66 - - - - 809
E3 L Total emoluments 343 1254 2971 1446 1786 1951 1938 30 500 151 105 15851
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9. EEMEREEME @

Bzt -

(a) ZETEFZFH R M EMERNBIEL
SHEME1,536,0008 7T (ZFEA
4 : 1,536,000% T) °

by R-ZZTEZTREF+AZ-+TAE X2
AIE A ££1,200,00000 (ZFZE A
4F : 1,500,00017) BERET ARF 2
ETEZ - ARAEAR_ZTZTRF
BHZEREER-_TZTAFMA
— BT - BUREEE G R
EAERIFE 2K 2 AERBIER - AR
KB NERTBHE -

515 9 B 5 B R A B R (—F
FHE < 517) - KMSHBELRATL
WAL HBI (CTEAF - A

DIRECTORS' REMUNERATION AND
EMPLOYEES' EMOLUMENTS (CONTINUED)

Notes:

(a) The directors’ salaries and other benefits above included operating
leases rentals of HK$1,536,000 (2005: HK$1,536,000).

(b) On 24th October, 2005, the Company granted an aggregate of
1,200,000 (2005: 1,500,000) share options to certain directors of
the Company. In relation to share options granted in 2005, as they
had vested before 1st April, 2005 and therefore has had no
financial impact to the Group in accordance with the relevant
transitional provisions of HKFRS 2.

Of the five individuals with the highest emoluments in the
Group, four (2005: five) were directors of the Company
whose emoluments are disclosed above. The emoluments of

RS T the remaining (2005: nil) individual were as follows:
—EEARE —EETRF
2006 2005
F#BT FE T
HK$’000 HK$'000
HEAH & & E M )E R, Salaries and other benefits 2,079 -
BAKTE T ET 8 3K Retirement benefit scheme contribution 53 -
2,132 -
10. FIEEHA INTEREST EXPENSE
—EEARE —EETRF
2006 2005
FET T T
HK$’000 HK$'000
PN Interest on:
AR AFANBHREEZ — bank borrowings wholly repayable within
RITERK five years 21,521 4,624
mEMRE - a finance lease 17 2
21,538 4,626
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11. B8 TAXATION
—EEXRE —EETRF
2006 2005
FET FAEIT
HK$000 HK$000
WITHIE - BB Current tax — Hong Kong
KEFEE Current year 3,532 2,915
TFEREREE Overprovision in previous years (251) -
3,281 2,915
IRATRLIE — R B K e Current tax — Mainland China
KEE Current year 17,035 12,324
TFERETR Under(over)provision
(HBRERE ) in previous years 1,403 (1,801)
18,438 10,523
21,719 13,438
IR FE T T8 Deferred taxation
EHE Hong Kong (38) (37)
21,681 13,401
BAERGEH IR BT E G ERT Hong Kong Profits Tax has been provided at the rate of
HAIZ R RNT 5% (ZEZFFAF - 17.5% (2005: 17.5%) on the estimated assessable profit for
17.5%) 12 E M - P BIKEED S the year. Enterprise income tax in Mainland China has been
BARBRARAME 2B EFE - provided at the rates prevailing in the respective jurisdictions.
RIBEFBEBEEGRBER - NARE Pursuant to the relevant laws and regulations in the PRC,
T A BB A A A B R R A s A certain of the Company’s PRC subsidiaries are entitled to
ZEFERTAEMEFE - ERRHMN exemption from PRC enterprise income tax for the first two
FEMESEH - MREER=EFE years commencing from their first profit-making year of
IRAIE50% 2 FETEE % o« R FET operation and thereafter, these PRC subsidiaries will be
BB KSRGS ERBELRE entitled to a 50% relief from PRC enterprise income tax for

the following three years. PRC enterprise income tax has
been provided for after taking these tax incentives into
account.
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11.

BLE @)

Brha AR FE 2 RIAX HE RN

TAXATION (CONTINUED)

A statement of reconciliation of taxation is as follows:

T' —BBAE  _TTHF
2006 2005
FET FET
HK$'000 HK$'000
R 75 Al g A Profit before taxation 218,415 179,234
LAZH AT 1S FL K 27%5T & Tax charge at the domestic income tax rate of 27% 58,972 48,393
TEERETRS Under(over) provision in prior years
GEBRERE) 1,152 (1,801)
EEY: 2015 Tax effect of expenses not deductible
Biisz e for tax purposes 4,063 4,371
ey S Aol N R Tax effect of income not taxable
2B for tax purposes (7,189) (3,250)
RT AR IEE B Tax effect of tax losses not recognised
Mgz 11,508 7,171
AR RERTIA Tax effect of utilisation of tax losses
BEREN Bz E previously not recognised (2,987) (2,230)
A EM F AN 2 M B Effect of different tax rates of subsidiaries
NEIRNEIR v -2 in other jurisdictions (13,199) (16,093)
BB AT Z R e FiE  Effect of income tax on concessionary rates
-1 for certain subsidiaries (32,384) (22,397)
HAh Others 1,745 (763)
REFEFIE Taxation for the year 21,681 13,401

2 PR A S A BB 45 2 75 P E R A
ZEMBLE

The domestic tax rate is a tax rate in the jurisdiction where
the operation of the Group is substantially based.
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12. B2 DIVIDENDS
—EEXRE —ZETREF
2006 2005
FET FAET
HK$000 HK$000
“EEHBEFZEHARBKS © Final dividend proposed after the
= 1%9.07 1L balance sheet date: HK9.0 cents
—EETAF 7.5 M) (2005: HK7.5 cents) per share 42,890 35,470
REENFPERE Interim dividend paid during the year:
5.0 HK5.0 cents
(ZZEZAF  4.5FM)) (2005: HK4.5 cents) per share 23,765 21,154
BN IES L™ S B AT Additional prior year’s final dividend
ITIERERRKE - mAR paid during the year as a result of
REFEFEINEN 2 EF exercise of share options prior to
BRI B the book close date 135 25
66,790 56,649
FEFEDIRERPREEFNR.05(L The final dividend proposed of HK9.0 cents (2005: HK7.5
—EEAF  FR7.5ENM) - W cents) per share has been proposed by the directors and is
IRERAERRBEFAG FIRERIB & subject to approval by the shareholders in the forthcoming
RELENBREKRBERRBEAE - X2 annual general meeting and has not been included as a
RIEHMNHCFEBE_ZSZTRF liability in these consolidated financial statements. The total
AR E 8 459,370,000 0 (ZEE7A dividends paid by the Company, including the final dividend
1F 1 49,195,000) B FE AR FE LR A 075 for the year 2005, amounting to HK$59,370,000 (2005:
IR R o HK$49,195,000) are reflected in the current year's consolidated

financial statements.
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13. BREF

FREARESERINTIBETINE

> 4R A B 3% 3] & M 5 Notes To The Consolidated Financial Statements

EARNINGS PER SHARE

The amounts presented for basic and diluted earnings per

BetE - share have been calculated as follows:
—EBEXRE —ZTERF
2006 2005
FETT FHAET
HK$'000 HK$'000
AN AR R FEAG = T Profit for the year attributable to equity
Rt EEREARR holders of the Company and earnings
#E BNz B A for the purposes of calculating
basic and diluted earnings per share 168,389 123,150
B3 8B
Number of shares
Fr® F Az
‘000 ‘000
SFTEEREXREF Weighted average number of shares
2 DNHE - ¥ B 81 for the purpose of calculating basic
earnings per share 474,816 468,747
Al REEI R E &= Effect of dilutive potential shares:
TR
i A Share options 3,445 2,411
FrEGREEE Weighted average number of shares
B Az hnkE for the purpose of calculating diluted
E R &K earnings per share 478,261 471,158

RXCIEEERAT —SSAE-TTA

EEER
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13. BRRER @

il

T ERBUIE R R M S s E R
BERESAFEBEANZZE

o

EARNINGS PER SHARE (conTINUED)

The following table summarises the impact on both basic and

diluted earnings per share as a result of the application of

new HKFRSs:

HERER
BRI &
Impact on basic
earnings per share

HERBEHEER
B &
Impact on diluted
earnings per share

ZEEXRF _TTHEF ZEBBRF —TTIF
2006 2005 2006 2005
A JBE B JEAN
cents cents cents cents
FERI2WM2HET  Reported figures before
adjustments 35.6 26.3 35.3 26.1
BB ERERESE Adjustments arising from
2 P (RHa2) changes in accounting
policies (see note 2) (0.1) - (0.1) -
2 E5 Reported/restated 35.5 26.3 35.2 26.1
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> 4R A B 3% 3] & M 5 Notes To The Consolidated Financial Statements

PROPERTY, PLANT AND EQUIPMENT

B £ER
HOERE
XA Furniture,
FEREIR  EEi# fixtures RE  HERER
Construction ~~ Freehold 2% andoffice Motor ~ Plantand ait
in progress land  Buildings  equipment vehicles  machinery Total
FAT T A FiET T FiET T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
HAE AT COST
RZZEMENA-A At Tst April, 2004 114,675 3214 145,938 69,521 47,808 157,111 538,207
NELZZR Currency realignment 450 34 338 63 9 234 1211
EEi-| Redlassification (121,483) - 90,942 4813 - 25728 -
AE Additions 91,552 - 250 4133 12,012 16,759 124,706
YERBAR (Wit37) Acquired on acquisition
of subsidiries (note 37) - - 761 660 437 634 249
the Disposals - - G38)  (1153)  G66)  (10512)  (27.948)
RZZTHE=A=T-R At 31st March, 2005 85,194 3,48 237,691 67,658 54,983 189,954 638,728
NELZZER Curency realignment 1375 7 47 610 479 3330 10518
ERipL Reclassification (103,597) - 32,684 8,943 - 61,965 -
AE Additons 63,357 - 2730 5468 409 130 89018
the Disposals - - 0I5)  B86)  (139)  988) (9751
RZEERE=ZA=1-H At 31st March, 2006 46,329 3,255 275,697 78,878 45,944 258,410 708,513
FEREHUR DEPRECIATION AND AMORTISATION
HEER AND IMPAIRMENT
RZZTNENA-A At 1st April, 2004 - 2,28 56,426 51,352 28,674 82,545 221,225
NELEZR Currency realignment - ol I 132 4 6 m
WERBAR (Hi#37) Acquired on acquisition of
subsidiaries (note 37) - - 13 650 368 562 1,693
ERER Depreciation provided for the year - - 7570 6,937 7862 13,690 36,059
EREERE Impairment loss for the year - - 129 7 m 508 1366
mAEEEE Reversal of impairment loss - (339) - - - - (339)
HEREH Eliminated on disposals - - (19)  (10938) (4352) (9575)  (24944)
RZZTRE=A=T-H At 31st March, 2005 - 1913 64,170 48,140 33318 87,79 235,337
NEEEER Currency realignment - 5 1,184 411 348 1413 3,361
EnEE Depreciation provided for the year - - 10399 7,044 5316 16,006 38,965
FRREER Impairment loss for the year - - - 45 - 1526 1571
HEREH Eliminated on disposals - - (797) (3.506) (11,319) (8792) 4.m4)
R-BERE=A=1-A At 31st March, 2006 - 1918 74,956 52,334 27,663 97,949 254,820
BEFE CARRYING VALUES
RZEERE=ZA=1-H At 31st March, 2006 46,329 1331 200,741 26,544 18,281 160,461 453,693
RZZTRE=A=T-H At 31st March, 2005 85,194 1335 173,521 19518 21,665 102,158 403,391
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14. Y% - BERRE ®

EXFt 2 - BERRERETY
LAESRIERIA T FRIFE -

KAERELH &
g 2.5%3R LATR 49 2 14
BAEHR - ABEE
RfA - HER  20%E50%
N
AE 20%ZE33%
% = % % 28 6%%=33%

TEFE B2 T A2 TR AR R 5T R E
BAK  BEEHERAEAZAETE
E -

MN-EZRXNFE=ZA=+—H  K&EH
WEIAMEHSEFEYSE  BERRK
W (ZZEZEHF : 76,000 &) °

RAEE  AEEREME BER
REET TR LEHELSZEE
EREBIEE LR AT HIRRE
BuL o MR RERRAETREI R
[R5 R #es | B o bl v RO E BB
45,0007 7T }2.1,526,000/% 7T ° tHEE
EZAWESEDIREEMAR ZEE
BT -

4R & BF 7% $R 45 Kt & Notes To The Consolidated Financial Statements <

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:
Freehold land Nil
Buildings Over the shorter of the remaining

term of the lease or 2.5%

Furniture, fixturesand ~ 20% to 50%
office equipment

20% to 33%

6% 10 33%

Motor vehicles
Plant and machinery

Construction in progress will not be depreciated until the
assets are put into intended use and accordingly is stated at
cost less accumulated impairment loss.

The Group had no property, plant and equipment held under
finance leases at 31st March, 2006 (2005:HK$76,000).

During the year, the Group conducted a review on the
property, plant and equipment and determined that a
number of those assets were impaired, due to the physical
damage and technical obsolescence. Accordingly, impairment
losses of HK$45,000 and HK$1,526,000 have been recognised
in respect of furniture, fixtures and office equipment and
plant and machinery respectively. The recoverable amount of
the relevant assets has been determined on the basis of their

value in use.
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14. Y% - BMERRE @

PROPERTY, PLANT AND EQUIPMENT

(CONTINUED)
—EBEXREF —EETRF
2006 2005
FET FE T
HK$’000 HK$'000
SEEEERBIT The Group’s property interests comprise:
BEAENINMBEIFS Z KA Freehold land held outside
L Hong Kong 1,337 1,335
HEWE Leasehold properties:
EEEREZ2HRHEAE Held in Hong Kong under medium-term lease 12,483 13,649
EBEBAIIMNMRFERZ Held outside Hong Kong:
—KRHHEE Long lease 625 706
—FHEE Medium-term lease 187,633 158,784
—HHAE Short-term lease - 382
202,078 174,856

116 ZR{IEBEERAT —BERE=
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15. AL #fHEE

4R & BF 7% $R 45 Kt & Notes To The Consolidated Financial Statements <

PREPAID LEASE PAYMENTS

—BEAFE  -TTHF
2006 2005
FET FE T
HK$000 HK$000
AEBEFEN LA L BEFE © The Group's prepaid lease payments comprise:
EERACHEELH - Leasehold land in Hong Kong:
—HhHEE Medium-term lease 12,809 13,120
BENIMEBEFTE Z Leasehold land outside Hong Kong:
—REHE Long lease 1,366 1,390
—FHEE Medium term lease 62,774 64,286
—SHAEE Short term lease - 676
76,949 79,472
DITERE A% - Analysed for reporting purposes as:
B EB 5 Current asset 2,280 1,945
IEMEEB 1D Non-current asset 74,669 77,527
76,949 79,472

Yip's Chemical Holdings Limited 2005-2006 Annual Report

117



> 4R A B 3% 3] & M 5 Notes To The Consolidated Financial Statements

16. B& GOODWILL
&t
Total
FET
HK$'000
BN AT COST
RZZEZTWMFEMA—H At 1st April, 2004 -
U BE — BT B8 A B i EE AE Arising on acquisition of subsidiaries 1,888
R—KE A F 2 = Ighn Arising on acquisition of additional interest
i EE A in subsidiaries 17,787
RZZEERAF=HA=+—H At 31st March, 2005 19,675
& BB B i s SR B SR = i Elimination of accumulated amortisation upon
B 4K 85 R AT 8 1 the application of HKFRS 3 (444)
R-EBEZEXRF=ZA=+—H At 31st March, 2006 19,231
#i 55 AMORTISATION
R-ZZEZWNEFEMA—H At 1st April, 2004 -
PGSR & Amortised for the year 444
RZETERF=ZA=+—H At 31st March, 2005 444
FEFR BB 1% S AR = K Elimination of accumulated amortisation upon
R K 84 R 51 8 the application of HKFRS 3 (444)
R-BEXE=A=+—H At 31st March, 2006 -
BREE CARRYING VALUES
R-BEXRF=ZA=+—H At 31st March, 2006 19,231
R-ZZEERF=-A=+—H At 31st March, 2005 19,231
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REBAHWIE 2 BB TR RER 5
=R EREHPXEZE
CEAEMNRESELSM]  -HEZ

4R & BF 7% $R 45 Kt & Notes To The Consolidated Financial Statements <

GOODWILL (conTINUED)

Goodwill acquired in a business combination is allocated, at
acquisition, to the cash generating units (“CGU"s) that are
expected to benefit from that business combination. The

BREEESBEET : carrying amount of goodwill had been allocated as follows:
—EEXRE —ETTRF
2006 2005
FET FHEIT
HK$’000 HK$'000
SHE K E R A Sale and manufacture of solvents 17,343 17,343
e RREEEH  Sale and manufacture of lubricants 1,888 1,888
19,231 19,231

REBEZ_FEZEF=-A=+—HIHF
E AEBCEBRERABESEHEZ
e EABMIERE -

REELEFEM 2 AIKEISERTIIRE(E
REEMEE - AEEREERKS
ZEERRIBBEHARNZIFTRE - 15
EEREHEEEREENAZZE
MEER] o B 1 E AR IR 5T
HEEZREEERZREELEN
P 5 B i 2 DA R E IR K - 3F
FRDENEER ZIERIDMEL -
HEBREERAZZHARBEBE
BHIREHARTIS 2 #EMEE -

i

RAFEE  AEERRESEEHE
ZE& B O BIRES L RRAFE
Wam - WEBERZAEEE5% -
[R5 3 B B B R E R AT (A R R
TEABMFERR ZFME - BRE
AR NI RTEBFTHE - FEEMEL
mEERE -

N

During the year ended 31st March, 2006, management of
the Group determines that there are no impairment of any of
its CGUs containing goodwill.

The recoverable amounts of the CGUs are determined from
value in use calculations. The key assumptions for the value in
use calculations are those regarding the discount rates,
growth rates and expected changes to selling prices and
direct costs during the period. Management estimates
discount rates using pre-tax rates that reflect current market
assessments of the time value of money and the risks specific
to the CGUs. The growth rates are based on industry growth
forecasts. Changes in selling prices and direct costs are based
on past practices and expectations of future changes in the
market.

During the year, the Group performed impairment review for
goodwill based on cash flow forecasts derived from the
respective most recent financial budgets for the next five
years approved by management using the same discount rate
of 5% which reflects current market assessments of the time
value of money and the risks specific to the CGUs. The
growth rates are based on industry growth forecasts. No
impairment loss was considered necessary.
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17. BIEEE

INTANGIBLE ASSET

90T 0
Technical knowhow
FE T
HK$'000
AR AR AT COST
R-ZEZENFEMA—H -~ At 1st April, 2004, 31st March, 2005
—EERFE=A=+—H and 31st March, 2006 5,000
E=—ZEZEXFEF=HA=+—H
6y AMORTISATION
RZZEZTWMFM™A—H At 1st April, 2004 1,000
FANEBE Provided for the year 1,000
R-_EERF=A=+—H At 31st March, 2005 2,000
FARE Provided for the year 1,000
R-ZBEXNFE=A=+—H At 31st March, 2006 3,000
BREFEE CARRYING VALUES
R-BZEXF=A=+—H At 31st March, 2006 2,000
R-EERF=ZA=+—H At 31st March, 2005 3,000

REB BV EERNBILE=FRE
BERELERKRERZRMMEBZ
KA - BIZEETYVIRBE RN TEG
RIERFEIAR (BN F) #H -

120 EEKCIEEERAT —ESEE-_ZTAEEER

The intangible asset of the Group represents the cost of the
technical knowhow acquired from an independent third party
to manufacture certain insulating varnish products. The cost
of the intangible asset is amortised on a straight line basis
over its estimated useful life of five years.
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19.

20.

4R & BF 7% $R 45 Kt & Notes To The Consolidated Financial Statements <

AHEHERE AVAILABLE-FOR-SALE INVESTMENT
S LI
2006 2005
F#T FET
HK$°000 HK$'000
FELEMRAEZFS - Unlisted shares in Mainland China, at cost less
T8 BX, AR Rk (B 2 impairment loss 16,841 -

MAMEEH SR A A R A A EE B
=Ry BREEHEER - L
KEXTERIIELEMRG  RNAFZE
ERARETRGEREALE - &
SRR AR R S A E B 2 2ERE
st

HittRE &=
AEE 2 SETYIEA KBS E R AR

HFZRARNEEE R (NB) KA
BRFREBIEGE -

The above investment represents investment in unlisted
equity shares and is measured at cost less impairment at each
balance sheet date because the range of reasonable fair value
estimates is so significant that the directors of the Company
are of the opinion that the fair value cannot be measured
reliably.

OTHER NON-CURRENT ASSETS

The amount of the Group represents the cost of club
debentures held by the Group and is measured at cost less
accumulated impairment losses, if any, at each balance sheet
date.

=& INVENTORIES
—EEBARE —ETTRHF
2006 2005
FET FE T
HK$’000 HK$'000
R Raw materials 184,837 192,809
ER Work in progress 23,276 27,563
BURK Finished goods 133,629 74,398
341,742 294,770
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21.

22.

ERCLISEERAE —ZTRE_ZZ FEEFR

FE U AR =K

REE B RBYSRRZ IRER DTN T

TRADE DEBTORS

An aged analysis of trade debtors at the balance sheet date is

as follows:

—EEREF —EERF

2006 2005

FET FE&T

HK$'000 HK$'000

Tz =1 A 0-3 months 494,158 440,700
N = 5@ A 4-6 months 93,653 90,002
NE A E Over 6 months 23,038 25,558
610,849 556,260

REEREBREEPREHEHA0KRED
RZEEH - EFERREZEWFA
ZIREMERA R EMRE

H b FE UL R X

AEBZEERAREMBURIERZ A
ARESEEEEMEE -

The Group allows a credit period ranging from 30 to 90 days

to its trade customers. The directors consider that the

carrying amount of trade debtors approximates their fair

value.

OTHER DEBTORS

The directors consider that the carrying amount of other

debtors approximates their fair value.



24,
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fTESm T A DERIVATIVE FINANCIAL INSTRUMENTS
—EEAE - TTAF
2006 2005
FET FET
HK$°000 HK$'000
EHINES R Forward foreign exchange contracts 2 -

RNRIBZRE=A=+—0 ~&EEH
BEAREZ MAZBERIINES L2 A
F 48 EE B 47,0008 7T ©
JFEYhEMOTAET A AR BEES
&2,000570 - WERFARZKAFN
pfja\ °

75 82 [0 B A3 4 5 450 BB SN RS
G T L AMIA S EES B Y

BEERZRARER
REEHRITRBAT

RERBITET

RERRTEFEETIILIEAEE
EREXEMAE B RELZ

FKIA ©

At 31st March, 2006, the total notional amount of outstanding
forward foreign exchange contracts for which the Group is
committed amounted to EUR$47,000.

Changes in the fair value of non-hedging currency derivatives
amounting to HK$2,000 have been charged to consolidated
income statement during the year.

The Group does not currently designate any hedging
relationship on the forward foreign exchange contracts for
the purpose of hedging accounting.

The above derivatives are measured at fair value at each
balance sheet date. Their fair values are determined based on
the quoted market prices for equivalent instruments from
bank at the balance sheet date.

BANK BALANCES AND CASH

Included in bank balances and cash are the following
amounts denominated in a currencies other than the

functional currencies.

—ZEEXREF —TTRF

2006 2005

FET FET

HK$000 HK$'000

ETT United States dollar 34,940 14,025
77T Hong Kong dollar 7,313 12,318
AR & RMB 818 732
H A Others 105 38
43,176 27,113

Fﬁ‘ﬁ‘ﬁﬁﬁf%ﬁﬁfﬁﬁﬁ%ﬂ%%ﬂ%&

FREEREAD

All bank deposits carry interest at prevailing market rate and

the carrying amounts approximate their fair value.
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25.

BRI RETEH

REE R - EAERRRETEAER
B FE e~ &5 F0221,912,00058 T (=&
EAIF 1 262,753,000/87C) © REEE
HEMERZERES AT :

CREDITORS AND ACCRUED CHARGES

At the balance sheet date, the balance of creditors and
accrued charges included trade creditors of HK$221,912,000
(2005:HK$262,753,000). An aged analysis of trade creditors

at the balance sheet date is as follows:

—EEXRE —ETARF

2006 2005

FET FET

HK$’000 HK$000

=== (@A 0-3 months 217,544 243,112
PO = <@ A 4-6 months 3,229 18,532
JNfE A A B Over 6 months 1,139 1,109
221,912 262,753

REEZEERREZERNERZA
RESEEEEMES -

124 HEAISEEERLAT —STRE-_STAEEER

The directors consider that carrying amount of creditors

approximates their fair value.
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26. BMERE OBLIGATIONS UNDER A FINANCE LEASE
BEHESNRRE
BEEESSN Present value
Minimum of minimum
lease payments lease payments
ZEERE _ITTRF ZBEXRFE _ITITLF
2006 2005 2006 2005
FET FET FET FHET

HK$’000 HK$'000 HK$’000 HK$'000

BMEHEEN Amounts payable under
JE T FIA finance lease:
—FR Within one year 40 69 33 56
E_FZRE In the second to fifth year
ERFA inclusive - 40 - 33
40 109 33 89
AW RRFEER Less: Future finance charges (7) (20) - =
ENmERE Present value of lease
FEREE obligations 33 89 33 89
W BAR—FR Less: Amount due for settlement
BE (BA within one year (shown
nBBEEze®) under current liabilities) (33) (56)
AR—FEFR Amount due for settlement after
one year - 33
RZZERF=ZR=1+—RB2&®AE The balance as at 31st March, 2006 represents the outstanding
A B B E — T 2 MR A o principal regarding the hire purchase of a motor vehicle with
THERESE - FERASE - EFE lease term of 5 years. The lease bears interests at 4.5%
B WES S SAEESRHE - NEH interest rate per annum, on a fixed repayment basis and there
ZRVEBANAWET LA BEEEEER is no arrangement have been entered into for contingent
BT A ZER rental payments. The Group’s obligations under a finance
lease are secured by the lessor's charge over the leased asset.
FrEMHEBEBABITINMN - All lease obligations are denominated in Hong Kong dollars.
AEBECZEERAEMERE A RE The directors consider that the carrying value of the Group’s
EIREEAES - lease obligations approximates their fair value.
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27. SRITER

BANK BORROWINGS

—BBAE  —TTOF
2006 2005
FET FHET
HK$’000 HK$°000
HEIERIBITER Unsecured bank loans 513,275 408,253
RITIEEFRUAT  The borrowings are repayable
FHFE - as follows:
FEZSK Fsk—4F A  Ondemand or within one year 347,390 281,970
—FREMFN More than one year but not exceeding two years 110,249 97,617
MFEE=FN More than two years but not more than three years 55,636 28,666
513,275 408,253
Wk : B —F NE Less: Amounts due within one year
BIWEMNAR shown under current
HAaBELSHE liabilities (347,390) (281,970)
165,885 126,283
—EBAE  —TTAF
2006 2005
FHEAMF R T © The average interest rates paid were as follows:
RITEWX Bank loans 4.12% 1.36%

BN - REBAREBHRITERBIZE)
FEER  FEHEBRITAEFE
IN0.4%%| &% 17T R ¥ 4K B M
0.725% ° FIE—M N ET3E A &EFE —

R e

P A 2 B LUBRE A B 2 A
B E A o

REBZEEFRRUALERZARE
MR EMRR -

126 ERACIEEERAT —BERZE-_TEAFEEFH

Majority of the Group’s bank loans are variable-rate borrowings
which carry interests at the range of HIBOR plus 0.4% to
HIBOR plus 0.725%. Interest is generally repriced every 3
months.

All the Group’s borrowings are denominated in functional

currencies of the relevant entities.

The directors consider that the carrying amount of the above

borrowings approximates their fair value.
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28. IEFEBIE DEFERRED TAXATION
AT RAEEDERZ T ZRERIA The followings are the major deferred taxation liabilities and
BEREEMNAER FTFAZER assets recognised by the Group and movements thereon

#E) during the current and prior years:
02 B IE A B

Accelerated RABIE
tax Tax HAth #Et
depreciation losses Others Total
FET FET FET FHET

HK$°000 HK3$'000 HK$'000 HK$'000

R_ZEZF At 1st April, 2004
mA—H 1,952 (83) - 1,869
W RE B B A A Acquired on acquisition
of subsidiaries 35 (597) (129) (691)
B & (G A) (Credit) charge to consolidated
R income statement for
the year (82) 45 - (37)

WR-ZZEZRF=F  At31st March, 2005

=+—H 1,905 (635) (129) 1,141
F R EE (G A) (Credit) charge to consolidated
kR income statement for
the year (54) 16 - (38)
% —_ gg /‘\ $
=A=+—H At 31st March, 2006 1,851 (619) (129) 1,103

Yip's Chemical Holdings Limited 2005-2006 Annual Report 127



28. IEIERIH (&)

HEFNEEABRM S - B TEEDR
HEERBBEDKET - BIEMEHR
EREZIEEFIRAER DA T ¢

> 4R A B 3% 3] & M 5 Notes To The Consolidated Financial Statements

DEFERRED TAXATION (CONTINUED)

For the purpose of balance sheet presentation, certain
deferred taxation assets and liabilities have been offset. The
following is the analysis of the deferred taxation balances for
financial reporting purposes:

—EEXRE —ETARF

2006 2005

FAET FET

HK$'000 HK$'000
EIEFLIE & E Deferred taxation assets (691) (691)
BERIBEEE Deferred taxation liabilities 1,794 1,832
1,103 1,141

RZZEZRNF-—A=+—8  A%£H
B ARG E 18 4#9234,001,00078 7T
(ZFZFEF : 194,940,000% 7T) A] £
IR R R - NEFEEERHIEE
83,537,000 C (= FEZF A F -
3,628,000) RIEIETIIAE E - AR K
BETRHASR R AE AR & - #UR A MR
#2 17230,464,0008 L (ZELTAF -
191,312,000 L) IRIERI B A & - H
M1 206,169,000/ 7T (= FF A F -
182,129,000;# 7T) %5 7% &5 48 AJ & BR HA
i BREER T T F 2 AT E
,Hﬂ °

RIBHETEE - EEERERARKAE
B A E R F B A TR BT 1R S TR
EMIREE °
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At 31st March, 2006, the Group had unused tax losses of
approximately HK$234,001,000 (2005: HK$194,940,000)
available to offset against future profits. A deferred taxation
asset has been recognised in respect of HK$3,537,000 (2005:
3,628,000) of such losses. No deferred taxation asset has
been recognised in respect of the remaining HK$230,464,000
(2005: HK$191,312,000) due to the unpredictability of future
profit streams. Included in the unrecognised tax losses,
HK$206,169,000 (2005: HK$182,129,000) may be carried
forward indefinitely and the balance will expire at various
dates up to and including 2010.

By reference to financial budgets, management believes that
there will be sufficient future profits available in the future for

realisation of deferred taxation assets in respect of tax losses.
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SHARE CAPITAL

EE
Authorised EBRITREBRE
ZE2EERER Issued and fully paid
—ETRF ZBEXRF _ZTTREF
2006 & 2005 2006 2005
FET FEL FET

HK$’000 HK$’000 HK$'000

BRE{E0.10/8 T2 I H

FARR

A2 BBTRAE A TES

Shares of HK$0.10 each 80,000 47,656 47,293

Movements in the issued share capital of the Company
during the year are as follows:

BREE -

Number of shares Amount

TR FET

‘000 HK$000

R-ZZEZEMFMA—H At st April, 2004 466,925 46,693

171 i AR Exercise of share options 6,005 600

R-ZZTZTRF=F=+—H At31st March, 2005 and 1st April, 2005 472,930 47,293
r—_ZETERFMA—H

TR E (AT Exercise of share options (note) 3,627 363

R=ZZBZBARF=ZHA=1+—H At31st March, 2006 476,557 47,656

et - REBEE-_ZTEETXF=A=+—H1t Note:  During the year ended 31st March, 2006, 3,627,000 share

FER - #£53,627,0000% 7 B A%
RN ELTE - AQRIE LT BIE
77800,000/% ~ 2,075,000 &
752,000/% & % E 160.107% 7T 2 i%
- BRIEE B A1.190% T
1.590% 7T )& 2.004% 7T  FrA B &
TRMDHIERE T EEER NG
I ZFEREERD -

options were exercised, resulting in the issue of 800,000 shares,
2,075,000 shares and 752,000 shares of HK$0.10 each in the
Company at a price of HK$1.190, HK$1.590 and HK$2.004 per
share respectively. All shares issued rank pari passu with the then
existing shares in issue in all respects.
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SHARE OPTION SCHEME

On 18th July, 1991, the Company adopted a share option
scheme (the “Old Scheme") and this scheme expired on 17th
July, 2001. Under the Old Scheme, the directors may grant
options to any eligible employees of the Group, including
directors of the Company or its subsidiaries, to subscribe for
shares in the Company. Options granted are exercisable
within five years from the date of grant, where the
acceptance date should not be later than 28 days after the
date of offer. A nominal consideration of HK$1 was payable
on acceptance of the grant of options. The subscription price
of the share option was the higher of the nominal value of
the shares and an amount which was not less than 80% of
the average of the last dealt prices of the shares on the five
trading days immediately preceding the offer of the options.
The maximum number of shares in respect of which options
may be granted under the Old Scheme may not exceed the
nominal amount of 10% of the issued share capital of the
Company from time to time. As at 31st March, 2006, there is
no option granted under the Old Scheme which is still
outstanding.

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. The principal terms of the 2001 Scheme were
the same as the terms of the Old Scheme. No share options
were granted under the 2001 Scheme since its adoption.
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SHARE OPTION SCHEME (conTINUED)

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 of Hong Kong Limited. The purpose
of the New Scheme is to recognise and motivate the
participants and to provide incentives and a direct economic
interest in attaining the long term business objectives of the
Company. Under the New Scheme, the directors may grant
options to any eligible employees of the Group, including
directors of the Company or its subsidiaries, legal, financial,
management and technical advisers and consultants, major
customers and raw material and machinery suppliers of the
Group, to subscribe for shares in the Company. Options
granted are exercisable within ten years from the date of
grant, where the acceptance date should not be later than 28
days after the date of offer. A nominal consideration of HK$1
is payable on acceptance of the grant of options. The
subscription price of the share option is not less than the
higher of (i) the closing price of the shares on the date of
grant; (ii) the average closing prices of the shares on the five
trading days immediately preceding the date of grant; and
(iii) the nominal value of the shares. The maximum number of
shares in respect of which options may be granted under the
New Scheme may not exceed in nominal amount of 10% of
the issued share capital of the Company at the date of
approval of the New Scheme. However, the total maximum
number of shares which may be issued upon exercise of all
outstanding shares options must not exceed 30% of the
issued share capital from time to time. The number of shares
in respect of which options may be granted to any individual
in any one year is not permitted to exceed 1% of, the shares
of the Company in issue from time to time, without prior
approval from the Company’s shareholders.
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> 4R A B 3% 3] & M 5 Notes To The Consolidated Financial Statements

SHARE OPTION SCHEME (conTINUED)

On 24th October, 2005, a total of 8,626,000 share options
were granted to 115 full time employees, including the
executive directors, at an exercise price of HK$2.004 under
the terms of the New Scheme.

A summary of the movements of the outstanding options
and their related weighted average exercise prices during
each of the two years ended 31st March, 2006 under the
Company’s share option schemes are as follows:

BREHE
Number of share options

R-ZZBZERF RZZEXRE
A—H =A=t+-H
HATE FABRH FREFTE FABHH i R AT
f7f5/8 Outstanding Granted Exercised Cancelled  Outstanding
R AH Exercise at during during during at
Date of grant price 1.4.2005 the year the year the year 31.3.2006
B
HK$
et —EE_F+-ATER 1.190 2,700,000 - 800,000 - 1,900,000
New Scheme 14th November, 2002
—TENFRATEA 1.590 5,025,000 - 2,075,000 - 2,950,000
17th May, 2004
ZEIMETANR 1690 3,000,000 - - - 3,000,000
8th October, 2004
“EERE+AZTHEA 2.004 - 8,626,000 752,000 - 7,874,000
24th October, 2005
10,725,000 8,626,000 3,627,000 - 15,724,000
mET Y
ERfTERE
Weighted average exercise
price per share
B
HKS 1.517 2.004 1.588 - 1.768

ERCLISEERAE —ZZTRE-_ZEREFEER
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30. EERESTE (@ SHARE OPTION SCHEME (CONTINUED)
BREZE
Number of share options
R-ZBZNF R-ZEZHF
A—-H =A=+-H
oE X8 FRERE FREARE EREHHE CE X8
{18 Outstanding Granted Exercised Cancelled  Outstanding
R AH Exercise at during during during at
Date of grant price 1.4.2004 the year the year the year 31.3.2005
B
HKS
EHE “ZT-F+A+RH 0395 700,000 - 700,000 - =
0Old Scheme 16th July, 2001
Hatdl “RZ_F+-AtEA 1.190 5,220,000 - 2,520,000 - 2,700,000
New Scheme 14th November, 2002
—TENFRATER 1.590 - 7,910,000 2,785,000 100,000 5,025,000
17th May, 2004
—TTMFE+ANA 1.690 - 3,000,000 - - 3,000,000

8th October, 2004

5,920,000 10,910,000 6,005,000 100,000 10,725,000

¥
ERTHE
Weighted average exercise
price per share
B
HK$ 1.096 1.617 1.283 1.590 1.517
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30. BARAESTE ¢4

o

EHABRENALERNRANEEHERE
BEAEZ FEIBT

SHARE OPTION SCHEME (conTINUED)

Details of the options held by the directors included in the
above table are as follows:

BREHE
Number of share options
R-ZZLF R-ZEERE
A—H =A=+-H
HATE  FRSHRE ERER i K178
T8 Outstanding Granted Exercised  Outstanding
R A8 Exercise at during during at
Date of grant price 1.4.2005 the year the year 31.3.2006
B
HKS$
it el “Z2E-F£+-A+tEA 1.190 1,500,000 - - 1,500,000
New Scheme 14th November, 2002
“EEMERAT LA 1.590 1,200,000 - 450,000 750,000
17th May, 2004
“ERRETA-TWA 2.004 - 1,200,000 400,000 800,000
24th October, 2005
2,700,000 1,200,000 850,000 3,050,000
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SHARE OPTION SCHEME (conTINUED)

BREZE
Number of share options
R-ZZENF R-ZZLF
A—H =A=t+-H
i K176 FRERE EREAR CEX8id
T8 Outstanding Granted Exercised  Outstanding
R A Exercise at during during at
Date of grant price 1.4.2004 the year the year 31.3.2005
B
HK$
EHE “EE-F+A+RH 0.395 700,000 - 700,000 -
0Old Scheme 16th July, 2001
Hatdl “RZ_F+-AtEA 1.190 2,000,000 - 500,000 1,500,000
New Scheme 14th November, 2002
—EENERA LA 1.590 - 1,500,000 300,000 1,200,000
17th May, 2004
2,700,000 1,500,000 1,500,000 2,700,000

G ARTTE R AL B HA R N 39 AR
BA2.19877TT - REE A MARITHER
I A 2 TR E K F B R-.745F (=
EETAF : 885F) « WAFE - AR
AR -ZTTRAF+AZHUARLE
REAE - ZBEE ZEREZ AR
850145878 7T °

ZERSETIRER M8 ) 572 — &F B AR
EERAGE - ZEEBEANZ2HARK
Er/BmT

The weighted average share price at the dates of exercise of
share option during the year was HK$2.198. The option
outstanding at the end of the year have a weighted average
remaining contract life of 8.74 years (2005: 8.85 years). In
the current year, options were granted on 24th October,
2005. The estimated fair values of the options granted on
that date is $0.1458.

These fair values were calculated using the Black-Scholes
pricing model. The inputs into the model were as follows:

e

2006

nwEF B RRE Weighted average share price HK$1.990
NETFHITEE Weighted average exercise price HK$2.004
TR 18 Expected volatility 25%
TaEHEARR Expected life 2 years
R X Risk free rate 3.75%
EEREE Expected dividend yield 6.73%
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30.

31.

BRERE @

MmN e —EFMAT A EBEAE

BERABEETBEZRR  BREREZ

KE o ETERARKR ZEHAIE
FERNAEZGE

FERHRIE THKIE A A R ERBE=
FRZELRERE - RazBEXEM
ZIEETFHEBIFE R - TTER S
FOIREBRAZNZE  REEEE
ZRIEMFHEHIBE -

FA - X B EU58,626,0000% I8 I #E
FTEERZAEBREE (BEARQA
RENMBARIZESE)  BRITEE
£2.00478 7T © I Al 1 H AR >
EEWBzBNREARIISET(ZEF
AF 102 ) -

FRH - REERBBATEBRERS
2 A B R1,258,00008 T (—EZER
F o HE) e

CEREE

RZZFEZRAF=—RA=1+—H &X&H
— B & A B1ER1T 17 5K3,914,0007% 7T
VAR 3R AZE B SR 1T 3 52 P /BB A ) 4R 41
EERE WEHRTEREBER
—EEXRF=A=+—HHFERER -

R-ZZFEZRAF=—RA=+—H &X&H
— [E B 8 2~ &) % BR T8 5 1 4 646,000
T REATA R R MEEER T
$RIT - DABEERERTT S 2 M B A B R 4
EERE  WWEBRE_ZTTRF=
A=+ — B HM M@k -
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SHARE OPTION SCHEME (conTINUED)

Because the Black-Scholes option pricing model requires the
input of highly subjective assumptions, including the volatility
of share prices, changes in subjective input assumptions can
materially affect the fair value estimate.

Expected volatility was determined by using historical volatility
of the Company’s share price over the previous 3 years. 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.

During the year, a total of 8,626,000 options were granted to
eligible employees of the Group (including directors of the
Company and its subsidiaries) at an exercise price of
HK$2.004. Total consideration received from employees for
taking up the options granted amounted to HK$115 (2005:
HK$102).

During the year, the Group recognised total expenses of
HK$1,258,000 (2005 nil) related to share option payment
transactions.

PLEDGE OF ASSETS

As at 31st March, 2005, bank deposits of HK$3,914,000 of a
subsidiary were pledged to banks to secure its own general
banking facilities. The pledged deposits were released during
the year ended 31st March, 2006.

As at 31st March, 2005, a property held under medium term
leases with an aggregate carrying amount of HK$646,000 of
a subsidiary was pledged to banks to secure its own general
banking facilities. The pledged was released during the year
ended 31st March, 2006.
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32. EARMALE CAPITAL COMMITMENTS
—BEAE —TTAHF
2006 2005
FET FA&T
HK$°000 HK$'000

BLARBYE - BB  Contracted for but not provided in the

REHEFTE consolidated financial statements in

B 5 & R respect of the acquisition of property,

RTEAE plant and equipment 25,903 28,042
AN - BT B AR B L AE - 5 In addition, certain subsidiaries are committed to contribute
HEHB AR MABMNZEELEL approximately HK$37.3 million (2005: HK$8.5 million) in
37,300,000 v (=TT A F respect of unpaid investments in their subsidiaries.

8,500,000;% 7T) °

33. EERHOAE OPERATING LEASE COMMITMENTS
AEBEMERHARBA The Group as lessee
WEEEH - KEBEBR N FEER At the balance sheet date, the Group had outstanding
ZHEEMHE  TFEEERMBRE 2T commitments for future minimum lease payments under non-
AT ARG 2 S TR 49 T B AR E SN R R B cancellable operating leases in respect of rented properties and
EHEERE : storage tanks and ancillary facilities which fall due as follows:
B 17 61 &% M B 2R b
HEWE Storage tanks and
Rented properties ancillary facilities
—EEN —_EZFTHhH —EEX —ZEZTHhH
2006 2005 2006 2005
FET FET FE T FET

HK$°000 HK$°000 HK$°000 HK$'000

—FR Within one year 3,489 2,780 6,736 6,206

F_ZFRF(HE Inthesecond to fifth year
MEBIEEN) inclusive 11,936 5,414 6,174 =
HFIE After five years 13,843 3,747 = =
29,268 11,941 12,910 6,206
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33. BEMRYRE @

RIEEAEBET 2L - HEH S
—FEA+F - REEFFHMBER
mrzHeeRTARAERLMEZEE

mIgonsN - ETE S IR IR 17 55 7E 58
AT e
AEBERHBAA

REEREE  AEBMBEETEEITAT

OPERATING LEASE COMMITMENTS
(CONTINUED)

Under the leases entered into by the Group, the lease terms
are from one year to ten years. The lease payments are fixed
except for the rental of storage tanks and ancillary facilities of
which additional storage charges will be incurred if the
monthly usage exceeds a certain level.

The Group as lessor

At the balance sheet date, the Group had contracted with

A 88 By 17 6L % B J88 2%t 2 R PR (K AR tenants to receive the following future minimum sub-leasing
BR1E payments in respect of storage tanks and ancillary facilities:

—EBEXREF —EZETRF

2006 2005

FET FET

HK$’000 HK$'000

—F A Within one year 1,749 8,268

F-EFAF(ERE Inthe second to fifth year inclusive
MEBEER) 996 -
2,745 8,268

IrrilkMBREDREEETP RE
RMZBEEHREME -

34. EBEBALIXRS

FR - AEES BISZH720,000% 7T (=
EEZFAF 720,000/ 7T) ~ 600,000/
T (ZZFEZEFAF : 600,000 7T) R
216,000/ T (ZEZFAF : 216,000
)2 HE T EEIREBR AT
FREARAAREAMERERAR
DR RNRBZEFELK A - B
FEEERRBFREDFIRZ =M
NENSE R R - HEHIRREME
KT o
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These storage tanks and ancillary facilities have committed
tenants and licences for a lease term of two years.

RELATED PARTY TRANSACTIONS

During the year, the Group paid rent of HK$720,000 (2005:
HK$720,000), HK$600,000 (2005: HK$600,000) and
HK$216,000 (2005: 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, have beneficial
interests respectively. The rents were paid in accordance with

the relevant rental agreements.
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RELATED PARTY TRANSACTIONS (CoNTINUED)

The key management personnel are the directors of the
Company. The details of the remuneration paid to them are
set out in note 9.

POST BALANCE SHEET EVENT

On 10th April, 2006, Hong Kong Bauhinia Paints
Manufacturing (Greater China) Company Limited, an indirect
wholly owned subsidiary of the Company, entered into an
agreement with Mr. Wang Jian (“Mr. Wang”), a minority
shareholder of Bauhinia Paints Limited (“BPL"), a then
indirect wholly owned subsidiary of the Company, to acquire
the remaining 6.5% equity interest of BPL from Mr. Wang, at
a consideration of RMB15 million (equivalent to HK$14.4
million).

RETIREMENT BENEFIT PLAN

The Group participates in both a defined contribution scheme
which is registered under the Occupational Retirement
Scheme Ordinance (the “ORSO Scheme”) and a Mandatory
Provident Fund Scheme (the “MPF Scheme”) established
under the Mandatory Provident Fund Ordinance in December
2000. The assets of the schemes are held separately from
those of the Group, in funds under the control of trustees.
Employees who were members of the ORSO Scheme prior to
the establishment of the MPF Scheme were offered a choice
of staying within the ORSO Scheme or switching to the MPF
Scheme, whereas all new employees joining the Group on or
after 1st December, 2000 are required to join the MPF
Scheme.

The employees of the Group's subsidiary in the PRC are
members of a state-managed retirement benefit plan operated
by the government of the PRC. The subsidiary is required to
contribute a specified 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 plan is to make the specified contributions.
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36.

37.
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RETIREMENT BENEFIT PLAN (CONTINUED)

The total expense recognised in the consolidated income
statement of HK$3,766,000 (2005: HK$3,446,000) represents
contributions payable to these plans by the Group at rates
specified in the rules of the plans. As at 31st March, 2006,
contributions of HK$382,000 (2005: HK$380,000) due in
respect of the 2005 reporting period had not been paid over
to the plans. The amounts were paid over subsequent to the
balance sheet date.

ACQUISITION OF SUBSIDIARIES

On 21st February, 2005, Yip's Pacific Limited, 60% beneficial
interest owned by the Group, acquired the entire issued share
capital of Pacific Oil & Chemical Company Limited and Pacific
Special-Lube Limited. These companies are primarily engaged
in the manufacture and trading of lubricant products in
Mainland China. The purchase consideration and legal costs
was HK$2,714,000.
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37. WAL FAHER @) ACQUISITION OF SUBSIDIARIES (CONTINUED)

—ETERF
2005
FETT
HK$000
Wiz FEE Net assets acquired:
M- BEREE Property, plant and equipment 799
RERIEEE Deferred taxation assets 691
FE Inventories 573
JE W BR R Trade debtors 8,368
H b U BR 30 R TE S BOE Other debtors and prepayments 3,424
RITEHB LA S Bank balances and cash 5,456
FERBERRESTER Creditors and accrued charges (18,396)
BMEHREE Obligations under a finance lease (89)
826
EES Goodwill 1,888
WEERE Total consideration 2,714
AR Satisfied by:
Re Cash 796
FERHR (B Consideration payable 1,165
HhHE KR Directly attributable costs 753
2,714
WEMB AR ZRE RN FE Net cash inflow arising on acquisition
ReREBEREMEEKRN Cash consideration and direct attributable costs (1,549)
WEZRTEFRAS Cash and cash equivalents acquired 5,456
3,907

RUEE R - w2 EEFEZRE
ERAEAREE -

The net book value of the net assets acquired at the date of
acquisition approximate to their fair value.

EEREBEWE R BN R

TEEEA 2 HRE B - RIIERE4

B HEME - RENB AR ERAER

334,000% 7T ° for the period from date of acquisition and the balance sheet
date.

The goodwill is attributable to the profitability and the
synergies expected to arise from the acquired business. These
newly acquired subsidiaries contributed a profit of HK$334,000
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37. WA FAHER @)
REMZHEERAREE

RBUWIB AR FIFEOMER AR M AF
FRERHERERARZZSERY

#%2,767,533,0007%8 T © FEAFIA B
162,475,000 7T ° LLEHZEEHEE
MEsm  BEFRNEER T
WMEMA—BEK - LLEERT—F
R E BB B ER 2 ZERIZTNAE
RBEBEEZTEA -

ERCLISEERAE —ZTRE_ZZ FEEFR

ACQUISITION OF SUBSIDIARIES (CONTINUED)

Pro forma Group'’s revenue and results

If the acquisition of Pacific Oil & Chemical Company Limited
and Pacific Special-Lube Limited had been completed on 1st
April, 2004, total group revenues for 2005 would have been
HK$2,767,533,000 and profit for the year ended 31st March,
2005 would have been HK$162,475,000. These proforma
information was presented for illustrative purposes only and
was not necessarily an indicative results of operations of the
Group that actually would have been achieved had the
acquisition been completed on 1st April, 2004, nor it
intended to be a projection of future results.
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RRAFZEEMBRRAR -TENRF
ZA=t+—HZFBWAT :

PRINCIPAL SUBSIDIARIES

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

2006 are as follows:

3R]
EEERTRE/
dRREAZED
BRIRE/ Proportional of
BRI/ BMEszER nominal value of
Place of Nominal value issued share capital/
ARER incorporation/ of issued capital/ registered capital TEER
Name of company registration registered capital held by the Group Principal activities
EEERARAA B TRk-2%8T 100% NERE
Base Rich Development Limited Hong Kong Ordinary - HK$2 Property investment
Bauhinia Paints Limited REBRRES L 1,000 7T B5%  REZER
British Virgin Islands Ordinary - HK$1,000 Investment holding
ZARER BB ERDE  PEARAANE EXER - 935%  BEMNEEAHREH
Bauhinia Paints Manufacturing -BENALE 28,000,000A R # Manufacture of and
(Chengdu) Co., Ltd. People’s Republic of China Capital Contribution - trading in Solvents and
- wholly owned RMB$28,000,000 Coatings
foreign enterprise
ZARERGEWERRE  PEARAANE EXER - 935%  REMNEEAHREH
Bauhinia Paints Manufacturing -RERELE 7,225,000 71 Manufacture of and
(Jilin) Co., Ltd. People’s Republic of China Capital Contribution - trading in Solvents and
- equity joint venture HK$7,225,000 Coatings
AT RBERDA B EER- 2058 9B35% BEAHREH
Bauhinia Paints Manufacturing Hong Kong iE MR —600,0007% 7T 100%  Trading in Solvents and
Limited Ordinary - HK$20 Coatings
Deferred - HK$600,000
KHERR (LB BRAF  HREARANE ERER - 935%  REMEERHREH
Bauhinia Paints Manufacturing -BENELE 3,600,000 7 Manufacture of and
(Shanghai) Co., Ltd People’s Republic of China Capital Contribution - trading in Solvents and
- wholly owned US$3,600,000 Coatings

foreign enterprise
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PRINCIPAL SUBSIDIARIES (coNTINUED)

SBRAF
EEERATRE/
dRRAZED
BRIRE/ Proportional of
R/ M5 EMEACER nominal value of
Place of Nominal value issued share capital/
NRAER incorporation/ of issued capital/ registered capital =~ TEXH
Name of company registration registered capital held by the Group Principal activities
ZHEER (RINDBERAF  REARAANE EXRER - 9B5%  HEMEERHRER
FERFRNARCIEBRAR) —BEMELE 10,000,000% 70 Manufacture of and
Bauhinia Paints Manufacturing People’s Republic of China Capital Contribution - trading in Solvents and
(Shenzhen) Co., Ltd - wholly owned HK$10,000,000 Coatings
(Formerly known as Shenzhen foreign enterprise
Da Chong Chemical Ltd.)
SHAEHRCUE) ERDE  HEARLNE ERER - 935%  REMNBEERHREH
Bauhinia Paints Manufacturing -BENELE 8,000,0007% 7T Manufacture of and
(Shantou) Co., Ltd People’s Republic of China Capital Contribution - trading in Solvents and
- wholly owned HK$8,000,000 Coatings
foreign enterprise
Bauhinia Paints (Thailand) g3z %48k — 250,000% 9% NERE
Manufacturing Limited Thailand Ordinary - Baht 250,000 Property investment
FRARE(RL)BRAF REARLANE EXER - 100%  HEMEELH
Bauhinia Variegata Ink & -BENELE 39,000,000% 7T Manufacture of and
Chemicals (Zhongshan) Ltd. People’s Republic of China Capital Contribution - trading in Coatings
- wholly owned HK$39,000,000

AEERS (BNRER)
ZHERAA

Best Lubricant Blending
(Guangzhou Free Trade Zone)
Trading Ltd.

EEEARERAF
Best Lubricant Blending Limited

ABREARDA

Big Youth Investments Limited

foreign enterprise

REARLN
-BENERE
People’s Republic of China
- wholly owned
foreign enterprise

¥
Hong Kong

BE
Hong Kong
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BARE B —200,000% T

Capital Contribution -
US$200,000

LER-28T
Ordinary - HK$2

LR —10,000% T
Ordinary - HK$10,000

100%

100%

100%

EEERM

Trading in Lubricants

EEERM

Trading in Lubricants

NERE

Property investment
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PRINCIPAL SUBSIDIARIES (conTINUED)

3R]
EEERTRE/
dRRAZED
BRIRE/ Proportional of
BRI/ gMEszER nominal value of
Place of Nominal value issued share capital/
AREB incorporation/ of issued capital/ registered capital TEER
Name of company registration registered capital held by the Group Principal activities
B IRREERAR mEES EER-1%ET 100%  REEAEFLRE
Concord Chemical Storaging Western Samoa Ordinary - US$1 Investment in storage facilities
Limited in Mainland China
B IRREERAR R TR & —160,000% 7T 75%  REER
Concord Chemical Storaging Hong Kong Ordinary - HK$160,000 Investment holding
Limited
EECRERRARY REARAME ERER - 100%  CXEBRRBARS
(FINBER AT -BENELE 1,000,000%% 7T Corporate management and
Dao Ming Business Management  People’s Republic of China Capital Contribution - consultation services
Consultancy Service (Shenzhen) - wholly owned HK$1,000,000
Co., Ltd. foreign enterprise
REECIBERAF PEARKANE EXER - 100%  BEMEERRRER
Dongguan Hang Cheung -BENELE 10,000,0007% 7T Manufacture of and
Petrochemical Limited People’s Republic of China Capital Contribution - trading in Solvents and
- wholly owned HK$10,000,000 Coatings
foreign enterprise
REXTEEREE REARLME ERER - 60%  HENEEERH
BRATF -BENELE 50,000,000/ 7T Manufacture of and trading
Dongguan Pacoil Lubricant People’s Republic of China Capital Contribution - in Lubricants
Co., Ltd - wholly owned HK$50,000,000
foreign enterprise
Full Power Investments Limited EERAEE LRk 1%L 100%  BEZK
British Virgin Islands Ordinary - US$1 Investment holding
eHBERAA B LER-2E1L 100%  WERE
Goldchain Limited Hong Kong Ordinary - HK$2 Property investment
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38. XEMEA A 45

PRINCIPAL SUBSIDIARIES (coNTINUED)

SBRAF
EEERATRE/
dRRAZED
BRIRE/ Proportional of
R/ M5 EMEACER nominal value of
Place of Nominal value issued share capital/
NRAER incorporation/ of issued capital/ registered capital =~ TEXH
Name of company registration registered capital held by the Group Principal activities
BERERAF mEES EER-1%ET 100%  REER
Great Success Limited Western Samoa Ordinary - US$1 Investment holding
EMERBRESERAF hEARAME ERER - 60%  EEHEM
Guangzhou Lan Jun - BANEDLE 200,000% ¢ Trading in Lubricants
International Trading People’s Republic of China Capital Contribution -
Limited - wholly owned S$200,000
foreign enterprise
HECIERERAF 'R 38 ik — 600,000 7T 100%  REER
Handsome Chemical Hong Kong Ordinary - HK$600,000 Investment holding
Development Limited
RECTRPERBERE)  2FH i@k — 100,0008 % 100%  BERRBRFNRE
BRAA Macau Ordinary - MOP$100,000 BERAREREEES
Handsome Chemical (Macao TR &R
Commercial offshore) Ltd. Commercial and services
agents, overseas selling
activities and back offices
HECIRBERLA B 38 % 10,0007 7T 100%  REAERSE
Handsome Chemical Hong Kong Ordinary - HK$10,000 Provision of treasury services
Services Limited
E22H (BH) BRAR hEARAME ERER - 100%  HENEERERZH
Hang Cheung Coatings -BHANEDLE 13,900,000% 7 Manufacture of and trading
(Hui Yang) Limited People’s Republic of China Capital Contribution - in Solvents and Coatings
- wholly owned US$13,900,000
foreign enterprise
Hang Cheung Petrochemical KBRS TBR-1%ET 100%  HEMEZREREZH
(International) Limited British Virgin Ordinary - US$1 Manufacture of and
Islands trading in Solvents and

146 ER{IEBERAT -2
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Coatings
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PRINCIPAL SUBSIDIARIES (conTINUED)

3R]
EEERTRE/
dRRAZED
BRIRE/ Proportional of
BRI/ gMEszER nominal value of
Place of Nominal value issued share capital/
AREB incorporation/ of issued capital/ registered capital TEER
Name of company registration registered capital held by the Group Principal activities
BERMILIERAR R i ik — 800,000% 7T 100%  BEANEEREREH
Hang Cheung Petrochemical Hong Kong Ordinary - HK$800,000 Manufacture of and
Limited trading in Solvents and
Coatings
EERBRMRERAR BE Lak-281n 100%  REAHRZH
Hang Cheung Procurement & Hong Kong Ordinary - HK$2 Merchandising of
Logistics Limited Solvents and Coatings
Hang Cheung (W.S.) Limited EEED LRR-1%ET 100%  ®EALZK
Western Samoa Ordinary - US$1 Investment holding
BRENEAR (KPE) 'R T3k - 149,665% 7T 100%*  REZR
BERAF Hong Kong B — 3358 Investment holding
Hong Kong Bauhinia Paints Ordinary - HK$149,665
Manufacturing (Greater China) Deferred - HK$335
Company Limited
EGAETIEARAT PEARANE ERER - 100%  HENEEZH
Hui Yang Da Chang -BENELE 22,000,000% 7T Manufacture of and
Industrial Limited People’s Republic of China Capital Contribution - trading in Coatings
- wholly owned HK$22,000,000
foreign enterprise
IFRECIERERAE  PEARANE ERER - 75%  HENEEARE
Jiangmen Handsome Chemical -RERELE 44,800,0007 TC Manufacture of and
Development Ltd. People’s Republic of China Capital Contribution - trading in Solvents
- equity joint venture HK$44,800,000
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38. XEMEA A 45

PRINCIPAL SUBSIDIARIES (coNTINUED)

SBRAF
EEERATRE/
dRRAZED
BRIRE/ Proportional of
R/ M5 EMEACER nominal value of
Place of Nominal value issued share capital/
NRAER incorporation/ of issued capital/ registered capital =~ TEXH
Name of company registration registered capital held by the Group Principal activities
IMEZELIZRERAA hEA\RANE BAER - 75% HENEERE
Jiangmen Heng Wah Chemical - BANEDRE 6,000,000% 7T Manufacture of and
Development Limited People’s Republic of China Capital Contribution - trading in Solvents
- wholly owned HK$6,000,000
foreign enterprise
IPRARBHERERA A hEARAME BERER - 75%  RENEERE
Jiangmen Thansome Solvents -BHANEDLE 53,000,000% 7T Manufacture of and
Production Ltd. People’s Republic of China Capital Contribution - trading in Solvents
- wholly owned HK$53,000,000
foreign enterprise
AEFRBBRAR B & ik — 290,000/ 7T 60% HEMEZRE
Pacific Oil & Chemical Company ~ Hong Kong Ordinary - HK$290,000 Manufacture of and trading
Limited in Lubricants
AEFEREERERAA B Lk — 10,0008 T 60% HEMEZRE
Pacific Special-Lube Limited Hong Kong Ordinary - HK$10,000 Manufacture of and trading
in Lubricants
Primer Limited FEED ERER-1ET 100%  REZR
Western Samoa Ordinary - US$1 Investment holding
Prophet Investments Limited EERTEE TER-1ET 100%  HWERRK
British Virgin Islands Ordinary - US$1 Investment holding
AIESEERERA A mEARAAE BEXER - 100% BEEEM
Shenzhen Best Lubricant BENELE 1,000,000A E Trading in Lubricants
Blending Limited People’s Republic of China Capital Contribution -
- wholly owned RMB$1,000,000
domestic enterprise
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PRINCIPAL SUBSIDIARIES (conTINUED)

3R]
EEERTRE/
dRRAZED
BRIRE/ Proportional of
BRI/ gMEszER nominal value of
Place of Nominal value issued share capital/
AREB incorporation/ of issued capital/ registered capital TEER
Name of company registration registered capital held by the Group Principal activities
REEEHERERAT REARLME BXER - 100% HERESRRM
Tianjin Best Lubricant -BENELE 8,400,0007% T Manufacture of and trading
Blending Co., Limited People’s Republic of China Capital Contribution - in Lubricants
- wholly owned HK$8,400,000
foreign enterprise
TM Holding Limited EERAEE LEE-1AET 100%  BHEAER
British Virgin Islands Ordinary - HK$1 Holding of trade-mark
EREE (5B ARAA 'R E@R—200% T 100%*  REZBRREHRS
Yip's H.C. (Holding) Limited Hong Kong B — 50008 7T Investment holding and
Ordinary - HK$200 provision of services
Deferred - HK$500
ERCI (LB BRAF REARANE ERER - 935% REMBEERHREH
Yip's Chemical (Shanghai) -BENELE 2,500,000% 7 Manufacture of and
Co., Limited People’s Republic of China Capital Contribution - trading in Solvents and
- wholly owned US$2,500,000 Coatings
foreign enterprise
Yip’s Hang Cheung (Holdings) RERAES L@k - 5008 T 100%  ®EZK
BVI Ltd. British Virgin Islands Ordinary - HK$500 Investment holding
EXAEERAA Bk @R —200% T 100%  EE2H
Yip's Ink and Chemicals Hong Kong Ordinary - HK$200 Trading in Coatings
Company Limited
ERmE (5B BRAA 9 LRR-281 100%  REER
Yip's Ink & Chemicals (Group) Hong Kong Ordinary - HK$2 Investment holding

Limited
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38. TEMMEAE @

PRINCIPAL SUBSIDIARIES (coNTINUED)

SBRAF
EEERATRE/
dRRAZED
BRIRE/ Proportional of
R/ M5 EMEACER nominal value of
Place of Nominal value issued share capital/
NRAER incorporation/ of issued capital/ registered capital =~ TEXH
Name of company registration registered capital held by the Group Principal activities
ERHE (LB BRAR mEARAME EXRER - 100%  HENEFZH
Yip's Ink & Chemicals (Shanghai) -BENELE 4,340,000% T Manufacture of and
Company Limited People’s Republic of China Capital Contribution - trading in Coatings
- wholly owned US$4,340,000
foreign enterprise
ERME(FIL)BRAR hEARAME ERER - 100%  HEMEEZH
Yip's Ink & Chemicals (Zhongshan) ~ — BB B 26,000,000% 7T Manufacture of and
Company Limited People’s Republic of China Capital Contribution - trading in Coatings
- wholly owned HK$26,000,000
foreign enterprise
Yip's Pacific Limited KERTEE 3% 1% — 36,251,000 1T 60%  HEER

British Virgin Islands

* JEBRAERIFH 2 BT D U
BRESHERMARBIRRANE 2B
ERHFEEMAARAIRRAGRE
& LI E o fEE&E - Y mARE
BACGIEAEE) BEEREREBRZ
FRR 9 215 2 E 23 100,000,000,000
AT RBEIER G FEA A AR
RARFBREERRERENERSE
HREER D 2 EAR -

** @R AN A R ¥E #l Bauhinia Paints
(Thailand) Manufacturing Limited&
FEg AL - L RARIWRR/ARRQF]
2 M AE] .
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Ordinary - HK$36,251,000

* %k

Investment holding

The deferred shares, which are not held by the Group, carry no right
to dividend or to receive notice of or to attend or vote at any general
meeting of the company. On a winding-up, the holders of the
deferred shares are entitled out of the surplus assets of the company
to a return of capital paid up on the non-voting deferred shares but
only when holders of ordinary shares, namely, the Group, have
received in full the return of capital paid on them and, in aggregate,
a total sum of HK$100,000,000,000.

As the Company controls the composition of the board of directors
of Bauhinia Paints (Thailand) Manufacturing Limited, this company is

treated as a subsidiary of the Company.
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FEMBQE @

B Yip's Hang Cheung (Holdings) BVI
LdHRARREEFTEIN  IEETE
MEARY REESEE - BREIEXEE
B —EBIEAN  REREBA
RIFEEEEMIIAESERY
Mzl e

EERMIAEEZMBARNDEER
RETEAEEREREERABZE
BB AT - EERRYIEHE M E
NRAIZHBRBRATLERE -

EMBRARAR _TERF=A=1+—
A FERE AR EBREEAEERES -

4R & BF 7% $R 45 Kt & Notes To The Consolidated Financial Statements <

PRINCIPAL SUBSIDIARIES (CONTINUED)

Except for Yip's Hang Cheung (Holdings) BVI Ltd. which is
held directly by the Company, all other subsidiaries are
indirectly held. All subsidiaries operate principally in their
respective places of incorporation/registration unless specified
otherwise under the heading “Principal activities”.

The above table lists the subsidiaries of the Group which, in
the opinion of the directors, principally affected the results or
assets or liabilities 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 subsisting at
31st March, 2006 or at any time during the year.
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39. RARINMKEER FINANCIAL INFORMATION OF THE
COMPANY
—ZEXRE —ZEETARF
2006 2005
FET FAET
HK$’000 HK$'000
ERBEE Non-current assets
REB AR Z Investment in subsidiaries (note a) 112,700 112,700

®E& (Kfaza)

REBEE Current assets
H fih B AR R R Other debtors and prepayments 177 172
TR R IE
—[E B B A 7 Amount due from a subsidiary 395,523 367,854
Z R
RITE R Bank balances 237 551
395,937 368,577
nEBEaE Current liabilities
FEET &R Accrued charges 762 789
REBEEFEE Net current assets 395,175 367,788
EEFHE Net assets 507,875 480,488
BRARFE Capital and reserves
A& A (K7 7£29) Share capital (note 29) 47,656 47,293
w1 (M atb) Reserves (note b) 460,219 433,195
BRES Shareholders’ funds 507,875 480,488
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FINANCIAL INFORMATION OF THE
COMPANY (CONTINUED)

—EEXREF —ETRF

2006 2005

FET FAET

HK$000 HK$'000

IE LMD, LK AN ARR Unlisted shares, at cost 112,700 112,700

(a)

FE TR 2 BREE JIAR IR Yip's
Hang Cheung (Holdings) BVI Ltd.
REWBEARR - AN —FR
DA B EEFERK A RRIE
R AdE Bz EAREEREF
BEmatE -

RRARNR_ZEZRFEF=A=+
—BZMBLRFBERNT B
HEMIFE3S -

(@ The carrying value of the unlisted shares is based on
the book values of the underlying net assets of Yip’s
Hang Cheung (Holdings) BVI Ltd. and its subsidiaries at
the date on which the Company became the ultimate
holding company under the group reorganisation in
1991.

Detail of the Company’s principal subsidiaries at 31st
March, 2006 are set out in note 38.
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39. AAFHMBESR ¢

Ty

FINANCIAL INFORMATION OF THE
COMPANY (CONTINUED)

(b) fEE (b)  Reserves
B BRE
B B 7 &
RHEE BIRE Capital Share  RiHEF
Share Special redemption option  Retained &
premium reserve reserve reserve profits Total
FAET FET FAET FET FET FET
HK$'000 HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
NG| THE COMPANY
RZZZNF At 1st April, 2004 221,519 77,700 5,038 - 91,213 395,470
MA—H
RERERTR Premium arising from shares
METRM 2 issued upon exercise of
pind | share options 7,103 - - - 7,103
REE A Profit for the year - - - - 79,817 79,817
ERRE Dividends paid
~-—ETMEE — final dividend for 2004 - - - - (28,016) (28,016)
HRK S
—RTEEKEF - additional final dividend
“ZEINEE for 2004 as a result of
HREEEM exercise of share options - - - - (25) (25)
=t ik - interim dividend for 2005 - - - - (21,154)  (21,154)
FERE
RZETREF At 31st March, 2005 and
=A=+-—AH 1st April, 2005 228,622 77,700 5,038 - 121,835 433,195
R-ZZThE
mA—H
WARIEL I BEE Recognition of equity settled
AR share-based payment - - - 1,258 1,258
BlREETE Share issued at premium upon
METRH 2HEE  exercise of share options 5,505 - - (110) 5,395
KEEHF Profit for the year - - - - 79,741 79,741
ERRE Dividends paid
~-—ZEZTREE ~ final dividend for 2005 - - - - (35,470) (35,470)
BRERE
~HiTEHEREE - additional final dividend
“ZTRER for 2005 as a result of
HRBREEM exercise of share options - - - - (135) (135)
~ZTTREE ~interim dividend for 2006
FEfR 2 - - - - (23,765) (23,765)
RZZTRF At 31st March, 2006 234,127 77,700 5,038 1,148 142,206 460,219
ZA=t+-8

Al T 9 R 2 %5 Bl 7 & & Yip's Hang
Cheung (Holdings) BVI Ltd. 7 X 2 &)
WHEER O E A 2 ERNEEREFE
ER AR BB S TR TR 2 H A
&2 Z5 e
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The special reserve of the Company, which is available for
distribution, represents the difference between the book
values of the underlying net assets of Yip's Hang Cheung
(Holdings) BVI Ltd. at the date on which its shares were
acquired by the Company and the nominal amount of the

Company’s shares issued for the acquisition.



