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Highlights

Turnover was HK$2,350,385,000, increased by 14%

compared to same period last year

Net profit attributable to equity holders was
HK$155,383,000, an increase of 21%

Earnings per share was HK32.1 cents, increased by
19%

Net profit margin improved from 6.2% to 6.6%

Interim dividend was HK10.0 cents per share, an

increase of 25%

Gearing ratio as at 30 September 2007 was 10%,

and the same period last year was 31%
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Business Review

During the period under review, the Group has been facing
an operating environment presenting both challenges and
opportunities. Early this year, a series of new measures taken by
the Chinese Government restricting the majority of processing trade
enterprises in Pearl River Delta, together with the unfortunate
events in July and August regarding the recall of toys with
excessive level of lead in their paints have put Hong Kong's
export industries under tremendous pressure. In light of such
business climate, the Group has adopted a more cautious
approach in expanding our business in the related segments.
Consequently, the Group’s performance in these segments has

only seen moderate growth.

During the same period of time, with crude oil prices continuously
setting new heights, the prices of most raw materials have been
on the rise. Under the intensely competitive market conditions,
the rising raw materials prices have put the Group’s overall

businesses performance under pressure.

However, it is encouraging to note that the sustained rapid growth
of China’s domestic economy has continued to fuel domestic
demand expansion. Accordingly, the Group's businesses which
are targeted at domestic consumption and, which accounts for
nearly 90% of the Group’s turnover, performed better than our
expectations, resulting in our competitive advantages associated
with our economy of scale become even more pronounced. At the
same time, the Group’s efforts in optimizing product portfolio,
controlling costs and managing cash flow has yielded fruitful
results, which helped to offset the unrelenting upward pressure
on raw material costs. During the period under review, the
Group recorded a turnover of HK$2,350,385,000, representing
a growth of 14%; while profit attributable to shareholders
reached HK$155,383,000, a growth of 21%, while net profit
margin attributable to equity holders of the Group has further
improved from 6.2% to 6.6%. The Group’'s gearing ratio has
further decreased to a low level of 10%, from 31% last year.
The Board is pleased to announce an interim dividend of
HK10.0 cents per share, an increase of 25% over the interim
dividend of HK6.0 cents and special interim dividend of HK2.0

cents last year.
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Solvents

The solvents division experienced stable growth in the first
half, with a turnover of HK$1,361,128,000, an increase of
15% over the same period last year. Limited by production
capacity, the turnover volume for raw solvents remained relatively
stable compared to last year, whereas the growth of mixed
solvents has been encouraging. The solvents division recorded
an operating profit of HK$135,479,000, representing a slight
increase of 6% compared to the same period last year. The
reasons for the growth rate of operating profit being less than
that of turnover are twofold. 1.) In the first half of last year,
raw solvents experienced a short-lived favourable operating
environment caused by an imbalance between demand and
supply. 2.) The prices of a variety of raw materials for mixed
solvents have been rising throughout the period. Since mixed
solvents are usually sold together with coatings, price increases
often lag cost increases. On the whole, we remain positive about

the performance in this core business.

In August this year, the Group successfully acquired Huizhou
Shengda Chemical Co. Ltd. (“Shengda”), a company principally
engaged in the raw solvent business in the region. The acquisition
resulted in an immense breakthrough in solving our production
capacity bottleneck. After some minor upgrading, the capacity
of Shengda has been improved from the original 30,000 tons to
45,000 tons. The Group is also investigating a number of options
to expand the production capacity of Shengda to 90,000 tons
within this year. At the same time, the Group has initiated a
project to optimize the original plant to add another 25,000 tons
of capacity, and is expected to complete before the end of this
year. If both of the above projects are completed successfully,
the Group’s overall production capacity of raw solvents will
reach 340,000 tons next year, and the enhanced economies of
scale will further ensure that the Group’s competitive advantages

will be maintained.

ERCIKEBEERAR —2RLE-ZZR/\FEDHFRERS



B

ZEBENEFE  SENEEREALE RS
Bl 2869,673,0005% Jt 170,298,000 Tt -
hEEFRPIBERI4%MI7% - BR=A

BEANZHEEBRRRNEREN  T2ERER
HOMIESBRAEZE RSB T HE

ERENHE HHEN - ERFETARNEE
RE > DRAEEBTRERNGEEEZIEE
BERE - SAMENR  REEZEREARE

ERESRER  SYNAMERFAEE - U
REBERATSERESEEMERRK - K
MERFER  BRHANEBRRERENES
¥ o

EREENTH BANENREREFH
o EEERERS RABIEZENERES
DR BF2ETEHENEENRMBERL
ARER  BUBANKERFNERTER
BHEERELARBH -

SEHZREBNBRRASMAZRFELE
#9 o BRI RYIFHZ BN E R0 ™5 E &R
N BRRAKELERTHMHBREREFEHRT

BENFTE - AMEBMERE  BREBEKX
NEBERMSAREETENFTIREM  URE
BFRETEHENTERA - BEEEBTEH
BRRFEFo - SEEFHLEE > KH WL
BEZBHERBLIBEEARATR » BRFULR
HT AR BB R B I8 A8 2t BB E + A AR
B HEREBNTHBRERTLFTNER
&

Yip's Chemical Holdings Limited 2007-2008 Interim Report

Coatings

In the first half, the Group's coatings division recorded a turnover
and operating profit of HK$869,673,000 and HK$70,298,000
respectively, representing an increase of 14% and 17 % respectively
compared to the same period last year. During this period, the
coatings division in Pearl River Delta only enjoyed moderate
growth because of the country’s new policies regarding the
processing industry, putting a large number of processing
enterprises under pressure. Faced with a sustained uncertain
operating environment, the Group pursued a more cautious
attitude to business development and took a more prudent
approach towards credit control. However, we are delighted that
the sustained rapid growth of China’s domestic economy, strong
domestic demand, coupled with the Group’s increased resource
allocation in marketing and promotion has all contributed to a

business performance which surpassed our expectations.

As to operating profit, the profit margin only registered a slight
increase compared to last year, indicating that the efforts in
cost reduction and enhancement in profit quality have almost
been offset by the continuously soaring raw material prices.
Accordingly, the growth of operating profit can largely be
attributed to the increase in turnover.

Nevertheless, the Group has remained very positive about
the prospects of the coatings business. The squeeze on profit
margins in the short term and the time lag in passing cost
increases to the market will eventually be turned around by the
Group's perseverance in enhancing the overall competitiveness.
However, the Group firmly believes that the impetus for growth
in the coatings division remains the increasing overall market
demand, together with our market share gain. To cater for the
ongoing business development needs, the Group has started to
embark on the expansion of the plants in Shanghai, Chengdu
and Shantou a year ago, and these projects have now been
completed. At the same time, progress in the construction of
the new plant in Tungxiang, Zhejiang is on schedule and will
commence production not later than October next year. These
projects will provide adequate support for the development of

the coatings division in the medium term.

05



NEi b=

EEESRR BEANCERERABTIE
E o AAEBRNEZER DI FRRRMRMmEK
AOELBE S o I S A0 AR R R TR R 1R B2 B PR
FaEBRNEE  FORFAESRE—ERE
REE > mEBHHmESELEHBERIRES
BEFHEERHEUNFETSHE - BEE
FARKBAERE RABERBAELH
B ERRET  EEHERDNARSEESE
119,065,0008 7t ' Lk A FE B H FH14% » &
&)@ A1,560,0008 T TREFHKEEE
1,864,000 T KB HE °

HAEEEESHIRERBBERER - ERR
BER=ZFAMB0%IEHERBEAMNTI%
Tk MERERBANLEFCEBEH
MEEEZ—F -

RETHF  BBEBRNTSRERARL - B
RECHE BESMIARTKT - HEEREKHN
AT HBHNEBETRIE L EAF
HWHEXE  RALEREENEBEHEBNE
ERBNMEFERS - BEARROKE - &
B EERCOEBANERT URERE
HEOSMIXUBEBEMEBNFQABNGHE
IE o

06

Lubricants

During the period under review, the lubricants business continued
to operate under extremely turbulent market conditions. As the
main raw material, base oils, are a refined oil product, it is heavily
influenced by the price of crude oil. During the beginning of
the period, the crude oil market had a brief respite of relative
normalcy while the lubricants market became intensely competitive,
with all marketers resorting to price-cutting and promotions to
gain market share. However, as the period progressed, the crude
oil market turned suddenly and once again scaled new heights.
Against this market background, the lubricants division recorded
a turnover of HK$119,065,000, an increase of 14% compared
to the same period of last year, with a small operating profit
of HK$1,560,000, compared to a loss of HK$1,864,000 in the

same period of last year.

In the mean time, the restructuring effort in the Group's
lubricants business continues. The product portfolio has turned
from over 80% automotive lubricants three years ago to 74%
industrial lubricants during the period, with a specialty lubricants

accounting for over 50% of total lubricants sales.

The outlook for the business for the second half is still very
daunting, with crude oil nearing the US$100 per barrel barrier.
It is expected that the full effect of these unprecedented oil
prices will be borne by the lubricants business in the second
half, hence the lubricants division should continue to expect a
very difficult period ahead. To overcome the challenges ahead,
the Group will continue its restructuring efforts in lubricants,
and will further exploit the synergistic opportunities between

its two lubricants subsidiaries.

ERCIKEEERAR —2RLE-ZZR/\FEDHRERS
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Lubricants (continued)

Dongguan Pacoil Lubricant Co., Ltd., an indirect subsidiary of
the Group, was recently awarded the title of “Top Ten Quality
Lubricant Brand” for its products under the PACOIL brand in
the category of “Quality Assured Brands of China (FEIE 2K
L EBIE)” in an event assessing Top Ten Industry Brands ({T#¥+
K &) organized by People’s Daily Online, Consumption Daily
and China12365 (FEIEE/EMA#). The selections were first
voted by consumers and reviewed by the Assessment Panel
Committee on Chinese Leading Quality Enterprises (FEES

BALERERTEREZES).

The award further testifies that the Group’s products and brands
are highly recognized by our customers and that our commitment

to strictly control product quality has produced fine results.
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Lomon Titanium Limited (“Lomon")

The Group holds 8% of the unlisted company Lomon. Following
last year's successful capacity expansion to 80,000 tons and
thereby becoming the largest manufacturer of titanium dioxide

in China, Lomon is planning to further expand to 200,000 tons

within three years.
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Lomon Titanium Limited (“Lomon") (continued)

In June this year, Lomon has completed a restructuring of its
shareholding base, and at the same time taken measures to reward
its senior management with opportunities for share subscription.
The Group acceded to the request of Lomon to sell 6,000,000
shares back to Lomon at RMB2.97 each thus realizing a book
profit of approximately RMB11 million. Accordingly, the Group's

shareholding in Lomon has been reduced to 5%.

Corporate Citizenship/ Social Responsibility

The Group regards Corporate Citizenship as a long term,
meaningful commitment. Apart from placing high importance
on safe working practices and conditions, the Group is also
dedicated to continuing its participation in projects relating to
environmental protection in Hong Kong and education projects in
China, and making it an enduring pursuit, aiming at continuous

improvement in this regard.

The Group seeks to actively participate in social responsibility
projects, especially on environmental protection schemes. The
Group sponsored the “Tree Planting Challenge 2007", organized
by the Friends of the Earth, a competition on planting in Hong
Kong country park, and was met with enthusiasm from all levels

of staff, who teamed up to work for a greener future.

Liquidity and Financial Resources

Through the adoption of prudent financial management strategy
over the years with particular emphasis on the control of accounts
receivable and inventory levels, and increasing cash inflow from
continuous profit growth, gearing ratio of the Group continued
to improve. As at 30 September 2007, the Group's gearing
ratio (as measured by net bank borrowings as a percentage of
shareholders’ equity) was 10%, a significant improvement over

the same period last year at 31%.

As at 30 September 2007, the total gross bank borrowings of the
Group was HK$629,942,000 (at 31 March 2007: HK$484,237,000).
Out of this total bank borrowings, HK$486,091,000 was repayable
within one year, of which HK$14,216,000 was denominated in
Renminbi and HK$85,207,000 was denominated in US Dollar
(at 31 March 2007: HK$428,601,000, of which HK$13,260,000

was denominated in Renminbi and Nil for US Dollar).

ERCIKEBEERAR —2RLE_ZZR/\FEDHFRERS
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Liquidity and Financial Resources (continued)

Loans repayable after one year at 30 September 2007 was
HK$143,851,000 (at 31 March 2007: HK$55,636,000). All these

loans carried interest at floating rates.

During the period, the Group raised HK$170,000,000 floating
rate term loans from 4 banks, which are repayable by quarterly
repayments within 3 years. As at 30 September 2007, a total of
16 banks in Hong Kong, Macau and PRC granted banking facilities
totaling HK$1,732,502,000 to the Group (at 31 March 2007:
HK$1,446,560,000),
Hong Kong Dollar or US Dollar, while the rest in Renminbi. The

86% of these facilities were denominated in

Group's available banking facilities and its future cash flow from
operations will provide sufficient funds to the Group to meet
its present operational requirements as well as for the further

development of its business in the foreseeable future.

On the back of China’s trade surplus, the exchange rate of
Renminbi has shown considerable strength in the past and
inflation and interest rates have been increasing gradually. It is
expected that this trend will continue in the near future. Since
the majority of the Group’s assets are located in the PRC, and
most of its income is also generated in Renminbi, management
considers that no hedging measures are necessary at this stage.
The Group will continue to strive to strike a balance between
lowering borrowing cost and minimizing currency exposure by
funding its investments through either Hong Kong Dollar, US

Dollar or Renminbi bank loans.

Employees

As at 30 September 2007, there were a total of 3,863 employees
of which 155 were based in Hong Kong and 3,708 were based

in other provinces in the PRC.

Employees receive competitive remuneration packages including
salary, variable bonus that is linked to attainment of the Group
and individual performance as well as share options. The
remuneration and incentive systems are reviewed from time
to time, as to ensure the employees obtain equitable and fair
packages and the Group is able to attract and retain competent

employees.
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Employees (continued)

The Group pledges always to enable our employees to achieve
continuous self-improvement. With the Trainee Program already
in place for several years, top graduates from tertiary institutes
in Hong Kong, China and overseas are recruited and trained
to join management level or become technical experts, thereby
sharpening the competitive edge of the Group in management
and technology. The Group promotes lifelong learning. In-
house and external training programs are offered to enrich the
competencies of our employees. Moreover, the Group has an
educational subsidy scheme to encourage employees to upgrade

themselves both in their work and in personal development.

Prospects

The Group anticipates that the operating environment will
become even more uncertain in the second half of the year. The
weakening US economy will inevitably have an adverse impact
on the global economy. With crude oil prices continuing to stay
at lofty heights, petrochemical-raw material prices will inevitably
be volatile. Nevertheless, we expect that these negative factors
will only have a relatively minor impact on the Group. On the
other hand, the vibrant Chinese economy and strong domestic
demand, together with the cumulative results of the Group's
efforts over the years in enhancing the quality of its core
businesses and raising the overall competitiveness, should lay
the foundation for our steady, sustained and healthy growth.
We therefore expect the Group’s performance to continue to

go from strength to strength.

In view of the underlying strength of the Group’s core businesses,
coupled with the very strong cash flow, the Group will, whilst
ensuring that its existing businesses will continue to grow steadily,
also endeavor to enhance growth by being more pro-active in
exploring and pursuing merger and acquisition opportunities,
always provided that the principles of prudency and synergy

with our existing core businesses are observed.

ERCIKEBEERAR —2RLE_ZZR/\FEPHFRERS
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Prospects (Continued)

On behalf of the Board, | would like to express my sincere
gratitude to all the staff, customers, business partners and

stakeholders.

Interim Dividend

The directors have declared an interim dividend of HK10.0 cents
per share for the six months ended 30 September 2007 (six
months ended 30 September 2006 : HK6.0 cents per share). No
special interim dividend (six months ended 30 September 2006:
HK2.0 cents per share) is declared for the six months ended 30
September 2007. The interim dividend is payable on 7 January
2008 to shareholders whose names appear on the Register of

Members of the Company on 24 December 2007.

Closure of Register of Members

The Register of Members will be closed from 21 December 2007
to 24 December 2007 (both days inclusive) during which period
no transfer of shares will be registered. In order to qualify for
the interim dividend, all transfers, accompanied by the relevant
share certificates, should be lodged with the Company’s Share
Registrars in Hong Kong, Tricor Secretaries Limited, 26/F.,
Tesbury Centre, 28 Queen’s Road East, Hong Kong not later
than 4:00 p.m. on 20 December 2007.

Directors’ and Chief Executives’ Interests
and Short Positions in Securities

The Company had not issued any debenture since its incorporation.
As at 30 September 2007, the interests of the directors and
their respective associates in the shares of the Company (within
the meaning of Part XV of the Securities and Futures Ordinance
(“SFO")) which were required (a) to be notified to the Company
and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which they were taken or
(b)

to be recorded in the register to be kept pursuant to Section 352

deemed to have taken under such provisions of the SFO); or
of the SFO; or (c) to be notified to the Company and the Stock

Exchange pursuant to the Model Code for Securities Transactions

by Directors of Listed Issuers were as follows:—
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¥R Long positions

Biz®A
Number of Ordinary Shares
Gz #]H
EAES REER Ay B
Approximately
411 Personal Family % of
Name of Director Interests Interests Total Shareholding
Mr. Ip Chi Shing, Tony 189,623,932 - 189,623,932 38.99%
ERBEE
Ms. Ip Fung Kuen 58,000,000 - 58,000,000 11.93%
ErEss
Mr. Yip Tsz Hin, Stephen 36,340,000 20,000,000 (a) 56,340,000 11.58%
RABTEE
Mr. Ng Siu Ping, George 1,632,000 50,000 (b) 1,682,000 0.35%
TEREE
Mr. Ting Hon Yam 498,000 - 498,000 0.10%
ERRELE
Mr. Wong Kam Yim, Kenny 208,000 - 208,000 0.04%
BREEE
Mr. Young Man Kim, Robert 2,102,000 - 2,102,000 0.43%
BEMREE
Mr. Tong Wui Tung, Ronald - 500,000 (c) 500,000 0.10%
BEEERE
Mr. Wong Kong Chi - 100,000 (d) 100,000 0.02%
BifE B EE
Mr. Au-Yeung Tsan Pong, Davie - - - -
TEREE
Mr. Li Chak Man, Chuck 150,000 (e) - 150,000 0.03%
Mat: Notes:

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

(b)y HEBHHRBFEEZ2ZFHEBHNLZLE (b)) These shares are held by Madam Siu Oi Li, Maicy, the wife of Mr.
B Ng Siu Ping, George.

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

d) HEBROHBHEBRZEEZ2ZTFENELLHE () Theseshares are held by Madam Jim Siu Wai, the wife of Mr. Wong
B Kong Chi.

(e) WERMHEZFBRAEZEFWEELZEIHRE  (e) These shares are jointly held with Madam Cheng Yee Ha, the wife
BE . of Mr. Li Chak Man, Chuck.
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Long positions (continued)

Details of the share options held by the directors under the
Company's existing share option scheme are shown in the next

section “Share options”.

Mr. Ip Chi Shing, Tony, Ms. Ip Fung Kuen, Mr. Yip Tsz Hin,
Stephen and Madam Liang Bih Yu, the wife of Mr. Ip Chi Shing,
Tony, each holds one non-voting deferred share of Yip's H.C.

(Holding) Limited, a subsidiary of the Company.

Other than as disclosed above and certain nominee shares in
subsidiaries held by directors in trust for the Company or its
subsidiaries, at 30 September 2007, none of the directors,
chief executives nor their associates held any interests or short
positions in the securities of the Company or any of its associated

corporations as defined in the SFO.

Share Options

During the six months ended 30 September 2007, movements in
the number of options to subscribe for shares of the Company
which had been granted to certain directors and employees under

the Company’s share option scheme adopted on 3 September

2002 (the "Existing Scheme”) were as follows:—
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Share Options (continued)

RRERA
Number of share options
RZSSLHF RIBBtE
mA—H *Hm 8K 8N AAZtE
RAFRITE Bl e RE  ARTE
fiEm Outstanding  Granted  Exercised  Cancelled Outstanding
R AH Exercise at during during during at
Date of Grant Price 1.4.2007 the period the period the period  30.9.2007
B
HK$
£
Directors
BEEHEE “EZLEMAZH
Mr. Ip Chi Shing 3 April 2007 4.050 - 200,000 200,000 - -
ZRBEME “EZLEMAZH
Ms. Ip Fung Kuen 3 April 2007 4.050 - 200,000 - - 200,000
BFHELE “EZLENAZA
Mr. Yip Tsz Hin, Stephen 3 April 2007 4.050 - 200,000 200,000 - -
RBTEE “EECE+T-ATEA
Mr. Ng Siu Ping, George 14 November 2002 1.190 500,000 - - - 500,000
“EEMERATLA
17 May 2004 1.590 300,000 - - - 300,000
—225FtA-THA
24 October 2005 2.004 200,000 - - - 200,000
“EZLEMAZH
3 April 2007 4.050 - 200,000 - - 200,000
TERRE “E2Z-F+-A1EA
Mr. Ting Hon Yam 14 November 2002 1.190 500,000 - 500,000 - -
—225F A=A
24 October 2005 2.004 200,000 - - - 200,000
“EZLEMAZH
3 April 2007 4.050 - 200,000 - - 200,000




BRE® Share Options (Continued)

BRERE
Number of share options
RIBBtE RZ2SLE
mA-H MM *HA s¥m hA=tH
KT & fTiE i KT
TR Outstanding Granted  Exercised  Cancelled Outstanding
R A Exercise at during during during at
Date of Grant Price 1.4.2007 the period the period the period  30.9.2007
B
HK$
Bz
Directors
ERBEE ZEZ-E+-A1MA
Mr. Wong Kam Yim, Kenny 14 November 2002 1.190 500,000 - - - 500,000
“EZMERATLA
17 May 2004 1.590 300,000 - - - 300,000
“2ERETA= DA
24 October 2005 2.004 200,000 - - - 200,000
“EZLEMAZH
3 April 2007 4.050 - 200,000 - - 200,000
BREELE “EZLFMAZH
Mr. Young Man Kim, Robert 3 April 2007 4.050 - 200,000 200,000 - -
2,700,000 1,400,000 1,100,000 - 3,000,000
BT
Employees
~2E-Ff-5tEA
14 November 2002 1.190 100,000 - - - 100,000
“EEMFRATLR
17 May 2004 1.590 1,275,000 - 350,000 150,000 775,000
“ZERETANA
8 October 2004 1.690 3,000,000 - 1,000,000 - 2,000,000
“EZAFTAZTEA
24 October 2005 2.004 3,564,000 - 1,178,000 100,000 2,286,000
“EZLEMAZH
3 April 2007 4.050 - 6,926,000 1,052,000 26,000 5,848,000

7,939,000 6,926,000 3,580,000 276,000 11,009,000

10,639,000 8,326,000 4,680,000 276,000 14,009,000
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Share Options (Continued)

On 3 April 2007, 8,326,000 share options were granted to certain
directors and employees at an exercise price of HK$4.050 per

share under the Company’s Existing Scheme.

In respect of the options exercised during the period, the
weighted average closing price of the shares of the Company
immediately before the dates on which the options were exercised

was HK$5.288.

Other than as disclosed above, at no time during the period
was the Company or any of its subsidiaries a party to any
arrangement to enable the directors of the Company to acquire
benefits by means of the acquisition of shares in, or debentures

of, the Company or any other body corporate.

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

any such right during the period.

Substantial Shareholders

As at 30 September 2007, the register of substantial shareholders
maintained under Section 336 of the SFO shows that, other than
the interests disclosed above in respect of certain directors, the
Company had not been notified of any interests representing
5% or more of the Company’s issued share capital as at 30

September 2007.

Purchase, Sale or Redemption of the
Company'’s Listed Securities

During the six months ended 30 September 2007, neither the
Company nor any of its subsidiaries purchased, sold or redeemed

any of the Company’s listed securities.

ERCIKEBEERAR —2RLE_ZZR/\FEDHFRERS
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Yip's Chemical Holdings Limited 2007-2008 Interim Report

Corporate Governance

During the six months period ended 30 September 2007, the
Company has complied with the code provisions as set out in the
Code on Corporate Governance Practices (the “Code”) contained
in Appendix 14 of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited save for the deviation
from Code provision A.2.1 on the roles of chairman and chief
executive officer which should be separated and should not be
performed by the same individual. In the opinion of the Board,
the role of the chief executive officer is equivalent to that of the
managing director in the Group and Mr. Ip. Chi Shing, Tony is
now acting both as the Chairman of the Board and the Managing
Director of the Company. Beginning on 1 April 2008, the Group
will gradually implement a new group management structure in
which the role of the chairman of the Board and the role of the
chief executive officer of the Group’s management committee
will be separated and held by two individuals.

The Audit Committee

The Audit Committee was formed in November 1998 and
consists of a Non-Executive Director and three Independent
Non-executive Directors, and is chaired by Mr. Wong Kong
Chi. Major roles and functions of the Audit Committee include
review of financial information of the Group, oversight of the
Group's financial reporting system and internal control procedures
and monitoring of the relationship between the Group and its
external auditors.

An audit committee meeting was held on 29 November 2007
to review the Group’s unaudited interim financial statements
for the six months ended 30 September 2007. Deloitte Touche
Tohmatsu, the Group’s external auditors, have carried out a
review of the Group’s unaudited interim financial information
for the six months ended 30 September 2007, in accordance
with Hong Kong Accounting Standard 34 “Interim Financial
Reporting” issued by the Hong Kong Institute of Certified
Public Accountants.

Model Code for Securities Transactions
by Directors

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) set
out in Appendix 10 of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited as its own code of
conduct regarding Directors’ securities transactions. After making
specific enquiry, all Directors have confirmed that they have fully
complied with the required standard as set out in the Model Code
during the six months ended 30 September 2007.
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Report on Review of Interim

v Financial Information

TO THE BOARD OF DIRECTORS OF YIP'S
CHEMICAL HOLDINGS LIMITED

Introduction

We have reviewed the interim financial information set out on
pages 20 to 36, which comprises the condensed consolidated
balance sheet of Yip’s Chemical Holdings Limited as of 30
September 2007 and the related condensed consolidated
income statement, statement of changes in equity and cash
flow statement for the six-month period then ended and certain
explanatory notes. The Main Board Listing Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of a report on interim financial
information to be in compliance with the relevant provisions
thereof and the Hong Kong Accounting Standard (“HKAS") 34
“Interim Financial Reporting” issued by the Hong Kong Institute
of Certified Public Accountants. The directors are responsible
for the preparation and presentation of this interim financial
information in accordance with HKAS 34. Our responsibility is to
express a conclusion on this interim financial information based
on our review, and to report our conclusion solely to you, as
a body, in accordance with our agreed terms of engagement,
and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents
of this report.

Scope of Review

We conducted our review in accordance with the Hong Kong
Standard on Review Engagements 2410 “Review of Interim
Financial Information Performed by the Independent Auditor
of the Entity” issued by the Hong Kong Institute of Certified
Public Accountants. A review of interim financial information
consists of making enquiries, primarily of persons responsible
for financial and accounting matters, and applying analytical
and other review procedures. A review is substantially less in
scope than an audit conducted in accordance with Hong Kong
Standards on Auditing and consequently does not enable us to
obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly we do
not express an audit opinion.

ERCIKEBEERAR —2RLE_ZZR/\FEDHFRERS
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Report on Review of Interim Financial Information

R Conclusion

RBREM2EH KMLMBIBEMEE £ Based on our review, nothing has come to our attention that
KPBEEHHUKEENESEXRFEABRIE  causes us to believe that the interim financial information

BBETTERAIEIAEER - is not prepared, in all material respects, in accordance with
HKAS 34.

EE e MEMS T Deloitte Touche Tohmatsu

PEEFET Certified Public Accountants

BB Hong Kong

—ZE22+HF+ZAKH 6 December 2007




BRHFEe WA X

w Condensed Consolidated Income Statement

BENAZ=+HILEA
Six months ended 30 Sep_t_e_rpber

—ETEE —EEREF
2007 2006
B 5 (RIEER) (REER)
Notes (Unaudited) (Unaudited)
THET BT
HK$'000 HK$'000
=0 Turnover 3 2,350,385 2,061,761
HERA Cost of sales (1,903,467) (1,622,738)
EF Gross profit 446,918 439,023
Hnlg A Other income 43,107 10,659
HERKHEER Selling and distribution expenses (65,070) (58,999)
THEHR Administrative expenses (201,613) (199,584)
R Profit from operations 3&4 223,342 191,099
FEER Interest expense (12,271) (13,312)
B4 A% Rl Profit before taxation 211,071 177,787
HIE Taxation 5 (30,830) (28,383)
R ER A F Profit for the period 180,241 149,404
PSR - Attributable to:

AARRE Equity holders of the Company 155,383 128,397
DERRERS Minority interests 24,858 21,007
180,241 149,404

SRER Earnings per share 7
- B — Basic HK32.1& licents HK26.97 licents
- #E - Diluted HK31.6#flicents HK26.63 flicents




BRGFeEEaE%

v Condensed Consolidated Balance Sheet

R-Z22tF R=ZZ2LHF
AB=+AH =HA=+-—H
At 30 At 31
September 2007 March 2007
Bt (RIEE) (BE®)
Notes (Unaudited) (Audited)
FHT FERT
HK$'000 HK$'000
FERENEE Non-current assets
ME - BERRE Property, plant and equipment 8 544,031 516,368
ENTES Prepaid lease payments 84,450 75,728
GRS Goodwill 70,820 30,491
BREE Intangible assets 10,880 1,000
AHEERE Available-for-sale investment 11,317 17,653
BEYETS Deposit paid for acquisition of
property, plant and equipment 10,693 17,774
HibkREBEE Other non-current assets 4,600 4,600
736,791 663,614
mENEE Current assets
=ZE Inventories 413,469 417,767
FE U BR TR Trade debtors 9 989,009 751,288
HA PR BRFR R Other debtors and prepayments
FANRIE 120,330 99,762
FENLEE Prepaid lease payments 2,584 2,212
fTESBmITA Derivative financial instruments - 4
EERITIF R Short-term bank deposits 202,777 94,481
RITEBRERS Bank balances and cash 298,179 234,077
2,026,348 1,599,591
mEAE Current liabilities
IR EESEM  Creditors and accrued charges 10 664,418 487,226
B Taxation payable 60,078 56,163
RITIEE- Bank borrowings — amount
—FREH due within one year 11 485,633 428,508
TESHMIA Derivative financial instruments 262 -
RITEX Bank overdrafts 458 93

1,210,849 971,990




B4R AEERAER Condensed Consolidated Balance Sheet

R-S22tF RZZZLHF
ABA=+AH =A=+—H
At 30 At 31
September 2007 March 2007
B & (REE) (BEE®)
Notes (Unaudited) (Audited)
FHET FET
HK$'000 HK$'000
WmEEERE Net current assets 815,499 627,601
HEERRDHAR Total assets less current liabilities 1,552,290 1,291,215
FRBAR Non-current liabilities
RITRE - Bank borrowings — amount
—FHEE due after one year 11 143,851 55,636
EEHBER Deferred taxation liabilities 5,686 1,892
149,537 57,528
1,402,753 1,233,687
2 931 Capital and reserves
&N Share capital 12 48,632 48,164
i Reserves 1,203,644 1,055,644
EATFIRRMEGEE  Equity attributable to equity
olders of the Company 1,252,276 1,103,808
PHERES Minority interests 150,477 129,879

1,402,753 1,233,687




ﬁa’ﬁgﬂll‘l “E-}l\-ﬁéh%z . . .
P —— w Condensed Consolidated Statement of Changes in Equity

For the six months ended 30 September 2007

SRRADARR R
Attributable to equity holders of the Company
Bl IR EAEE
) &k t . e } Y88R
e Rty Share Non- EXff EERE Cepitl REEA . & N
Share Share option  distributable Translation Legal ~ redemption Retained &t Minority &t
capital premium reserve reserve reserve reserve reserve profits Total interests Total
TEL TEL # # B # BT BT T T T

T T T
HKs'000 HKS'000 HKS'000 HK§'000 HK§'000 HK§'000 HK§'000 HK§'000 HK§000 HK§'000 HK$'000

HoEBERE At 1 April 2006
mA-B 47,656 B4 1,148 3915 30902 574 5,038 570,591 893,951 89,270 983,021

FEEBUMNE  bichange differences
DEZHREHRE  arising on translation
BELZER

of operations outside

Hong Kong recognised

directly in equity - - - - 28125 - - - 28,125 2,956 31,081
Bhar Profit for the period - - - - - - - 128,397 128,397 21,007 149,404
BREDMALE  Total recognised

income for the period - - - - 28,125 - - 128,397 156,522 23963 180,485
Nt Subtotal 47,65 84127 1,148 3915 59,027 574 5,038 698,988 1,050,473 13233 1,163,706

REREEGE  Shares issued at premium

f&fhkiz upon exercise of

aE share options 354 6,629 (382) - - - - - 6,601 - 6,601
RBBEAKE  Reduction of minority

DEBRMAD  interests on acquision

HouRTRE of additional interest

in a subsidiary - - - - - - - - - (3.273) (3213)
S Dividends paid - - - - - - - (43,202) (43,202) - (43,202)
EAKBLAASE  Dividends paid to
RREE minority shareholders
of subsidiaries - - - - - - - - - (3.435) (3.435)
IET5E At 30 September
hA=Z1A 2006 48,010 240,756 766 3915 59,027 574 5,038 655,786 1,013,872 106,525 1,120,397
234k At 1 April 2007
mA-H 48,164 243,661 607 3915 89,319 1121 5,038 711,983 1,103,808 129879 1,233,687

FEERUNEE  bichange differences
DEZHERE  arsing on translation
REEZER of operations outside

Hong Kong recognised

directly in equity - - - - 35,675 - - - 35,675 3,504 39,269
Bt Profit for the period - - - - - - -1 15538 uEE 180241
BREARALE  Total recogised income

for the period - - - - 35,675 - - 155,383 191,058 28,452 219,510
Nt Subtotal 48,164 243,661 607 3915 124,994 112 5,038 867,366 1,294,866 158,331 1,453,197

RBREEGE  Shares issued at
f&fkiz premium upon
AR exercise of share
options 468 12,358 (954) - - - - - 1812 - 1812
BURRE Recognition of
FRZAFRE  equityseltled
share-based payment - - 3,881 - - - - - 3,881 - 3,881
BREZURAR  Share options lapsed
EREEA and transfer to
retained profits - - (15) - - - - 15 - - -

B Transfer - - - 63,800 - 4,805 - (68,605) - - -
EfiRe Dividends paid - - - - - - - (58,343) (58,343) - (58,343)
BHKBATSE  Dividends paid to

RzRE minority

shareholders of
subsidiaries - - - - - - - -

334k At 30 September
nA=TH 2007 48,632 256,019 3519 67,715 124,994 5,926 5,038 740,433 1,252,276 150,477 1,402,753

(1.854) (1.854)

A REEEARUTEEZ2ES ()M The non-distributable reserve represents funds used to (i) make
DEFEBER(NVBEREEEE- up prior year losses or (i) expand production operations.

REBARUFOIRZEERHBEHATBLINKME  The legal reserve is non-distributable and represents the transfer
ATREEBPIMBE 2 EZEEZRBAZE  of profits of a subsidiary outside Hong Kong pursuant to the
F o legal requirements in the relevant place of registration.




BREGEIRENRER .
PO ——— w Condensed Consolidated Cash Flow Statement

For the six months ended 30 September 2007

BEAA=1THIEXREAR
Si)i months ended 30 Se_p’Egmb\er

f — ==

2007 2006
(Unaudited) sl
HK*s'%gg HK$;0(§-8
KREEBFEEZTFES Net cash from operating activities 135,476 29,407
REEBMEEZFHESIH  Net cash used in investing activities
LS B FfS B 2 =) Acquisition of a subsidiary (53,766) (14,533)
BENE BERSRE Purchases of property, plant and equipment (31,511) (48,975)
FEAF AR S IE AN Increase in prepaid lease payments (480) -
HEATHEERERS Proceeds from disposal of available-for-sale
investment 18,409 -
HRERERE Other investing cash flows 5,831 3,074
(61,517) (60,434)
BMEEBRELEZFRSWA  Net cash from financing activities
FIRITEMR New borrowings 385,885 320,743
EEZRITEN Repayment of borrowings (240,825) (234,951)
THRREBRE Dividends paid to shareholders (58,343) (43,202)
Hit@ERERE Other financing cash flows 4,017 3,133
90,734 45,723
FRERBESEEEM Net increase in cash and cash equivalents 164,693 14,696
HUBCHSRBELSEH Cash and cash equivalents at beginning of
the period 328,465 263,691
EXEHHMEE2TE Effect of foreign exchange rate changes 7,340 3,856
MR ReRASEE Cash and cash equivalents at end of the period 500,498 282,243
RERBELEEIN Analysis of balances of cash and
cash equivalents
EHRITIF R Short-term bank deposits 202,777 99,201
RITHEBEERS Bank balances and cash 298,179 183,842
RITEX Bank overdrafts (458) (800)

500,498 282,243
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W Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 September 2007

BASIS OF PREPARATION

The condensed consolidated financial statements have been
prepared in accordance with the applicable disclosure requirements
of Appendix 16 to the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited and with the Hong
Kong Accounting Standard 34 “Interim Financial Reporting” issued
by the Hong Kong Institute of Certified Public Accountants (the
“"HKICPA").

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared under the historical cost basis except for certain financial

instruments, which are measured at fair values.

The accounting policies used in the condensed consolidated financial
statements are consistent with those followed in the preparation of
the annual consolidated financial statements of the Company and its
subsidiaries (the “Group”) for the year ended 31 March 2007.

In the current interim period, the Group has applied, for the first
time, a new Hong Kong Financial Reporting Standard (“HKFRS"),
amendment of Hong Kong Accounting Standard (“HKAS") and
Interpretations (“INT”s) (hereinafter collectively referred to as
“new HKFRSs") issued by the HKICPA, which are effective for the
Group's financial year beginning 1 April 2007. The adoption of these
new HKFRSs has had no material effect on the results or financial
position of the Group for the current or prior accounting periods.

Accordingly, no prior period adjustment has been required.

The Group has not early applied the following new and revised

standards or interpretations that have been issued but are not

yet effective.
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(a)

E3 Pk

REBAE AEBEANBEEIA=
BEXER - DAE - BRRBEE®-
REBDEZSEEEREFTESIHE
FEERMOT

BE - HEREEREREMEESR
28 - HEREEERNREBEESR

R - REREEMBHRER

PRINCIPAL ACCOUNTING POLICIES (Continued)

HKAS 23 (Revised)

HKFRS 8

HK(IFRIC)* — INT 12

HK(IFRIC) — INT 13

HK(IFRIC) — INT 14

Borrowing costs'

Operating segments’

Service concession arrangements?

Customer loyalty programmes?

HKAS 19 — The limit on a defined benefit
asset, minimum funding requirements
and their interaction ?

Effective for annual periods beginning on or after 1 January
2009
Effective for annual periods beginning on or after 1 January
2008
Effective for annual periods beginning on or after 1 July
2008

IFRIC represents the International Financial Reporting
Interpretations Committee.

The directors of the Company anticipate the application

of these new and revised standards or interpretations will

have no material impact on the results and the financial
position of the Group.

SEGMENT INFORMATION

(a)

Business segments

For management purposes, the Group’s operations are currently
classified under three business segments, namely solvents,
coatings and lubricants. These divisions are the basis on which
the Group reports its primary segment information.

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



= .

4R A B IR K MEE Notes to the Condensed Consolidated Financial Statements

AW|AEH(E) 3. SEGMENT INFORMATION (Continued)
(a) ¥EXPE(E) (a)  Business segments (Continued)
() AEBZEXEEREBERERIE (i)  An analysis of the Group’s turnover and results by
MmE business segments is as follows:
& E42 iRl it XBEH #8
Solvents  Coatings Lubricants Others Elimination Consolidated
TET TET TET TET L T
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BE_ZDLE Six months ended
ABET+HLERER 30 September 2007
AEEER Segment revenue
HHE External sales 1,327,298 844,204 118,826 60,057 - 2,350,385
FEMBE Inter-segment sales 33,830 25,469 239 66 (59,604) -
ag Total 1,361,128 869,673 119,065 60,123 (59,604) 2,350,385
E3 Results
PEEE Segment result 135,479 70,298 1,560 6,053 (380) 213,010
HEUON Interest income 3,668
LETHHEERENS Gain on disposal of
available-for-sale investment 11,591
FOREEER Unallocated corporate
expenses (4,927)
TEER Profit from operations 223,342
FISER Interest expense (12,271)
BB AR Profit before taxation 211,071
B Taxation (30,830)
AHER Profit for the period 180,241
BE 28 by Eft  RBEH &8
Solvents  Coatings  Lubricants Others  Elimination Consolidated
TEL TERL B BT B TEL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BE_ZIX Six months ended
ABET+HLERER 30 September 2006
AEEEE Segment revenue
HHEE External sales 1,158,298 738205 103,808 61,450 - 2,061,761
FEMBE Inter-segment sales 24,727 22,978 423 3,635 (51,763) -
et Total 1,183,025 761,183 104,231 65,085 (51,763) 2,061,761
E3 Results
PELE Segment result 127,479 59,990 (1,864) 6,901 177 192,683
FIEWA Interest income 2,042
KAREEER Unallocated corporate
expenses (3,626)
bl Profit from operations 191,099
FIBEA Interest expense (13,312)
BRBiAIRR Profit before taxation 177,787
BE Taxation (28,383)
REF Profit for the period 149,404

EBHEHERBTIRALHRK

AR ©

Inter-segment sales are charged at the similar terms

as outsiders.
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= SEEHEE) 3. SEGMENT INFORMATION (Continued)

(i) HibER

(i) Other information

4 24 AR b4 %8 ]
Corporate

Solvents  Coatings Lubricants Others level Consolidated

FEL THET THET THT FEIL THT

HK$'000  HKS$'000  HK$'000  HKS$'000  HKS$'000  HK$'000

BE_ZDLE Six months ended
ABE+HLERER 30 September 2007
ERERE Capital additions 19,030 20,323 1,397 - 303 41,053
N¥ - BERREZITEREH Depreciation and amortisation
of property, plant and
equipment 7,269 13,485 2,123 - 780 23,657
BEEHH Release of prepaid lease
payments 216 754 - - 166 1,136
BREEEH Amortisation of intangible
assets 197 534 - - - 31
RE B3 i)y Hf @ g8
Corporate
Solvents Coatings  Lubricants Others level Consolidated
TER TER TER TET TER TER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BEZBEBAE Six months ended
AR=+RIEREA 30 September 2006
BRERE Capital additions 7,498 38,611 2,005 - 861 48,975
g BERRBZAEREH Depreciation and amortisation
of property, plant and
equipment 5,890 10,566 1,320 52 816 18,644
BAEEEH Release of prepaid lease
payments 175 734 - - 167 1,076
0% BERREABER Impairment losses of property,
plant and equipment 14 180 - - - 194
BREESH Amortisation of intangible
asset - 500 - - - 500
WESE (b)  Geographical segments

HRAEEzEEARKCE RN BN
HRETEAE  HEREAEEEN

BERRN IR DT

As the Group’s turnover and trading results are principally
derived from Mainland China, an analysis of the consolidated

turnover and trading results by geographical location is not

presented.
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wERR 4. PROFIT FROM OPERATIONS
HEAA=+HLAEA
Six months ended 30 September
ut- -1 -3 -2 —EERX
2007 2006
BT BT
HK$'000 HK$'000
KRN E B TEIEE : Profit from operations has been arrived at
after charging:
B EEHRE Amortisation of intangible assets 731 500
WE BERREREZ Depreciation and amortisation of property,
E R plant and equipment 23,657 18,644
WE BERREREZ Impairment losses of property,
WEEE plant and equipment - 194
FENEERE Release of prepaid lease payments 1,136 1,076
WEEFA and after crediting:
HETHEEREKRS Gain on disposal of available-for-sale investment 11,591 -
FIE WA Interest income 3,668 2,042
RE 5. TAXATION
BEAA=+HILEAEA
Six months ended 30 Se&ten\\ber
—EEtE —EEARE
2007 2006
THET FET
HK$'000 HK$'000
HEREE The charge comprises:
RITHIE Current tax
BB Hong Kong 2,342 2,909
R K B Mainland China 28,780 25,396
31,122 28,305
IELERE Deferred taxation
i Hong Kong (292) 78
30,830 28,383

BBFIER DR BB ERBURRZB R
175%(BEZ-ZEREFAA=ZTHLEREA:
17.5%) IR EE - FEIARZELEMEH AR

FRAEEZBRFH -

RIBHEAEABEEGARRA  AQFETH
B ARBEKE D RN E ERREE RN 2 FER
STEMEFE  EREHATEAECERE
Bl MAHEBR=ZEFETJE0%ZIHER
R FERELEMEROCHRZAEHBER

AR -

Hong Kong Profits Tax has been provided at the rate of 17.5%
(17.5% for the six months ended 30 September 2006) on the
estimated assessable profit for the period. Enterprise income tax
in Mainland China has been provided at the rates prevailing in the

respective jurisdictions.

Pursuant to the relevant laws and regulations in Mainland China,
certain of the Company’s subsidiaries in Mainland China are entitled
to exemption from enterprise income tax of Mainland China for
the first two years commencing from their first profit-making year
of operations and thereafter, these subsidiaries in Mainland China
will be entitled to a 50% relief from enterprise income tax of
Mainland China for the following three years. Enterprise income

tax of Mainland China has been provided for after taking these

tax incentives into account.
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i

2

R (E)

R-ZEZLF=ZA+AB  PEARANMEE
FLEE3RBEM T PEARLNMAREFTER
E(HBE]  HBEER-FENF-A—
AEXN - B EBRECERIECE B
BRE—5H25% - R BEAHREARE
RARMDEFDMH - BA - AEERAEER
FREEZRITHE - IR EHNBEFERA
NEREBE 2 EERUEAFBIES - RN
AAMEBERME - RAEEKEETEZ
HREZHE -

BR
HAXNBE-TELF=ZA=1+—HLEE
ZHARREER12.081E5 58,343,000/ T
(BZ=ZZZXFEAA=+TAERER : X
BE-ZZAE=ZA=1+—-HLEEESR0
AL - B££43,202,00057T) ©

REZEZLFAA=THEE  EFFRRIKHE
BE_ZZLFAAZTHLERERAZFHR
EBRI0OBIMN(BE-ZZEXFAA=TH
EARER  BR6.0EBMW) - BEZZZLFN
A=ZtALEANEALESEIREFSHPHRE
(BEZZEZXRFAA=ZTHLEAER : B8R
2.0/814l) - LPHBREBNR-ZENF—A
THRBEFR-ZZ2LFET-A=-+tWEE
RABRREBETMEZRR -

TAXATION (Continued)

On 16 March 2007, Mainland China promulgated the Law of
Mainland China on Enterprise Income Tax (the “New Law") by Order
No. 63 of the President of Mainland China which will take effect
on 1 January 2008. The New Law will impose a single income tax
rate of 25% for both domestic and foreign invested enterprises.
However, the detailed implementation rules regarding the New Law
have yet to be made public. Currently, the Group applied tax rates
prevailing in the relevant jurisdictions. The New Law has provided
a 5-year transitional period for those entities that applied foreign
invested enterprises tax laws in previous years. As there are still no
detailed implementation rulings released, the Group will continue

to assess the impact of such new law.

DIVIDENDS

During the period, a final dividend of HK12.0 cents per share in respect
of the year ended 31 March 2007 amounting to HK$58,343,000
was paid (six months ended 30 September 2006: HK9.0 cents per
share was paid for the year ended 31 March 2006 amounting to
HK$43,202,000).

Subsequent to 30 September 2007, the directors resolved to declare
an interim dividend of HK10.0 cents per share for the six months
ended 30 September 2007 (six months ended 30 September 2006:
HK6.0 cents per share). No special interim dividend (six months
ended 30 September 2006: HK2.0 cents per share) is declared for
the six months ended 30 September 2007. The interim dividend
is payable on 7 January 2008 to the shareholders of the Company
whose names appear on the Company’s register of members on
24 December 2007.
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EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share
attributable to the ordinary equity holders of the Company is based
on the following data:

BEALAZ=THIEXRER

Six months ended 30th September
4 £ ¢

= —EEXN
2007 2006
THET FHET
HK$'000 HK$'000
TESREAREER Earnings for the purposes of
B ZBF calculating basic and
diluted earnings per share 155,383 128,397
;371 - ¥:|
Number of shares
B
‘000 ‘000
STEERERRFZ Weighted average number of shares
InREFE IR B for the purpose of calculating
basic earnings per share 484,256 478,021
AREEBRNEELEZ Effect of dilutive potential
BEEE ordinary shares:
B Share options 7,122 4,858
STEERBEERAIZ Weighted average number of shares
InREFE IR B for the purpose of calculating
diluted earnings per share 491,378 482,879

ME BEREMEE

KA R KEEEE 31,511,000 T
(BZ-ZZEZRXFABA=Z+BLEREA:
48,975,000 T) FBEEMERZE  UIR
FAHRBEREREZEE/RED

PRI R 2%
REFARURR ZREDITAOT :

ADDITIONS TO PROPERTY, PLANT AND EQUIPMENT

During the period, the Group paid approximately HK$31,511,000
(six months ended 30 September 2006: HK$48,975,000) for
additions to manufacturing plant in Mainland China to upgrade

its manufacturing capacity.

TRADE DEBTORS

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

as follows:

R-BE2EHE R-ZBZLHF

AA=+H =A=t+—8H

At 30 At 31

September 2007 March 2007

FHET FER

HK$'000 HK$'000

BEE=EA 0 - 3 months 848,879 587,061
mZE {8 A 4 - 6 months 127,574 135,082
NEA UL Over 6 months 12,556 29,145
989,009 751,288

AEBERMARBEEFRMABIOCKEOZEH
= o

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

days to its trade customers.
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1+ BRERRENRA 10. CREDITORS AND ACCRUED CHARGES
REHER  BARIARETEREHREEREM At the balance sheet date, the balance of creditors and accrued
& 3435,625,0008 t(R=FZFLF=A=+ charges included trade creditors of HK$435,625,000 (31 March
— B : 309,674,000/87w) REERENSE 2007: HK$309,674,000). The aged analysis of trade creditors at
RZBREDNAOT : the balance sheet date is as follows:
R-SStHF R=ZTTtHF
hAB=+H =A=+—H
At 30 At 31
September 2007 March 2007
FHET FHET
HK$'000 HK$'000
TE={8A 0 - 3 months 433,348 305,584
mZzXEA 4 — 6 months 2,069 3,579
ANEAE Over 6 months 208 511
435,625 309,674
+— SBITEH 11. BANK BORROWINGS
B - NEEE1S385,885,0008 T (R=2F During the period, the Group obtained new bank borrowings in the
NENRBZ=+H: 320,743,0008 7T) # R 1T amount of HK$385,885,000 (six months ended 30 September 2006:
B8 - A EI1E240,825,0008 T (R-BZXEF HK$320,743,000) and repaid bank borrowings of HK$240,825,000
AA=+H: 234,951,000 T)RITEE (six months ended 30 September 2006: HK$234,951,000). The new
TSR TEERTSERTERAE - bank borrowings bear interest at market rates and are repayable
BRE=FREE - ranging from 1 month to 3 years.
+= & 12. SHARE CAPITAL
EE
Authorised _
R-ZETtHE ERTRERE
AB=THE Issued and fully paid
=ZRA=+—8H R-EEBLEF REZZZ2LE
At 30 AA=+H =B=+—H
September 2007 & At 30 At 31
31 March 2007 September 2007 March 2007
BT THET T
HK$'000 HK$°000 HK$'000
SREMBO10BITZR  Shares of HK$0.10 each 80,000 48,632 48,164
B RARZEBTRABUTEE : Movements in the issued share capital of the Company during the
period are as follows:
RHEE
Number -
of shares Amount
TR FET
‘000 HK$'000
R-ZZEZLtFMA—H At 1 April 2007 481,642 48,164
TEE A E Exercise of share options 4,680 468
RZZEZTLHEAA=+H At 30 September 2007 486,322 48,632
REBEZ-_ZZtFAA=Z+HLEARBAR During the six months ended 30 September 2007, 4,680,000
54,680,000 2 BERERNDETE A0 share options were exercised, resulting in the issue of 500,000
A A It ™ 2 B # 47500,0008% ~ 350,0008 » shares, 350,000 shares, 1,000,000 shares, 1,178,000 shares and
1,000,0008% 1,178,000/ % 1,652,000 & i 1,652,000 shares of HK$0.10 each in the Company at a price of
HEI10BTZRG  BREBDHEIAH1.190 HK$1.190, HK$1.590, HK$1.690, HK$2.004 and HK$4.050 per
BT~ 1.5905 7T ~ 1.6908 7T ~ 2.00438 T & share respectively.
4,050/ 7T °
FECRTROVEMEFEEERZREER All shares issued rank pari passu with the then existing shares in
NEBERIZER - issue in all respects.
32 ERCIEEERAE —ZTELZE_ZZT/N\FERREERS
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13.

SHARE OPTIONS

The Company has a share option scheme for eligible employees
of the Group. Details of the share options outstanding during the

current period are as follows:

HAH0 e AR AT R Y B B
AR R
AEAR R
REEATEE

HASR e AR AT 5 D B

AARABRDBEER_ZTLFNA=ABR
BEEAM) ZAKTER4.02087T

R BRECR-ZTLFTNA=ZAE
HeoBREZARBERAMIR - SFHTTHE
EEEXNREH AHEEAR0.46618TT °

HER-ZTLEMA=ABREZAREAM
EHNBRHRAOT :

TEE 4.05% 7T
B AR 0.5-5%
AR g 23.33%-31.61%
RE= 3.70%
RS R = 3.58%-4.005%

BREZDAETDRAND R - FHEAHEE
BEXEN - FEBREZAAERRAZE
HRBRDREEEE 2 HEMTFEL - BR
BeEEEZETIBERRZTEAZBZEM
R o

BREHAE

Number of

share options

QOutstanding at the beginning of the period 10,639,000
Granted during the period 8,326,000
Forfeited during the period (276,000)
Exercised during the period (4,680,000)
QOutstanding at the end of the period 14,009,000

The closing price of the Company’s shares immediately before 3

April 2007, the date of grant of the option, was HK$4.020.

In the current period, share options were granted on 3 April 2007.
The fair values of the options determined at the dates of grant

using the Black-Scholes option pricing model was HK$0.4661.

The following assumptions were used to calculate the fair values

of share options granted on 3 April 2007:

Exercise price HK$4.05
Expected life 0.5 - 5 years
Expected volatility 23.33% - 31.61%
Dividend yield 3.70%

Risk free rate 3.58% - 4.005%
The Black-Scholes option pricing model has been used to estimate
the fair value of the options. The variables and assumptions used
in computing the fair value of the share options are based on the

directors’ best estimate. The value of an option varies with different

variables of certain subjective assumptions.
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TH - EHEAT 14. ACQUISITION OF A SUBSIDIARY

R-ZZLFNA—B  IMARELIZRE
RAFEERIEZERERATA(METARE
REEBT5% R 2 BEH B QR ) W EEE M
BECIERARDNTEMNBENZZHRAE
W o BNERET) — KA B KFER L Z o
EEERAT TERERNEREEHEBTE
(—EARARERREMBNIEZAAE) - B
BEMBED MR AL 2K EHS5,568,000
AR (HBEN#57,180,000587T) ° ZEWE

RABESMEREAR -

On 1 August 2007, Jiangmen Handsome Chemical Development Ltd.
and Yip's Industrial Holdings Limited, both of which are indirect
75% interest owned subsidiaries of the Company, acquired the
entire equity interest of BEMBREFETHRLT ("EMERE"), a
sino-foreign equity joint venture company with limited liability
established in Mainland China. EME&EE is primarily engaged in
the manufacture of and trading in butyl acetate (being a solvent
used in the wood coating and other coating industries) in Mainland
China. The purchase consideration for the entire equity interest
in EMEE was RMB55,568,000 (equivalent to approximately
HK$57,180,000). This acquisition has been accounted for using

the purchase method.

& BB IR
BHZRASE
Acquiree’s DNARERE
carrying amount Fair value DARE
before acquisition adjustments Fair value
BT FER FER
HK$'000 HK$'000 HK$'000
Wiz REE ! Net assets acquired:
ME - BERRZE Property, plant and equipment 4,066 4,278 8,344
ENLAS Prepaid lease payments 200 2,320 2,520
‘L ERE Intangible assets - 9,745 9,745
BITHBRRE Bank balances and cash 328 - 328
EERBERE Deferred taxation liabilities - (4,086) (4,086)
4,594 12,257 16,851
mE Goodwill 40,329
REEF Total consideration 57,180
ZRERX Satisfied by:
Be Cash 54,094
EARE Consideration payable 3,086
57,180
W AR 2 Net cash outflow arising
RBEREFE on acquisition
RHeERE Cash consideration (54,094)
W ZBTHEERRS Cash and cash
equivalents acquired 328

(53,766)
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+m - EREAR(E) 14. ACQUISITION OF A SUBSIDIARY (Continued)
WEEE B EEASEARNEREERE The goodwill on acquisition represents the value obtainable from
EEERRETRBRAGZAEREREME synergies with the Group on the economy of scale of manufacture
E2HRIMEZIESEE - of and trading in acetate products and centralising the Group's
sourcing network.
EMBRERANBEONEZAE A LPEES B EE contributed a loss of HK$24,000 for the period from the
24,000 BTEE o date of acquisition to the balance sheet date.
i LMKBER_—"ZELFNE—B=M If the above acquisition had been completed on 1 April 2007, total
BE-ZZtENA=THILHBEEAEERZ group turnover for the period ended 30 September 2007 would
48 3 ZEFE 52,370,346,0008 T - MEE have been HK$2,370,346,000 and profit for the period ended 30
—EEHFEANA=ZTHLEHEBZEFNEA September 2007 would have been HK$180,193,000. The proforma
180,193,000 T - EEEREMFTAZA information is for illustrative purpose only and is not necessarily
WAR—EBRMR-ZZLFENA —-BERK an indication of turnover and results of operations of the Group
BAEEEREREGCEXEREEEE T that actually would have been achieved had the acquisition been
BT BIRERREZ ZTEM - completed on 1 April 2007, nor it intended to be a projection of
future results.
EHEEFEEZAABNREEMLEEE - The fair value of the intangible assets acquired, which relates
EUBEFEEDEREIRBEZHEARR to the non-competition covenant given by the vendors and their
BAERUBALZE T FHEEFREARERER respective ultimate shareholders for not establishing, directly
HESBERIAMACERELEERKES or indirectly, within Mainland China any enterprise to produce
EmmiEE 2 TR FRE - or trade acetate products for a period ranging from five to ten
years after the acquisition, has been determined by reference to
professional valuations.
+H - EFERE 15. CAPITAL COMMITMENTS
—EETtE S
hA=+H =A=+—H
At 30 At 31
September 2007 March 2007
TFHT FH&T
HK$'000 HK$'000
MABYE  BERRE Contracted for but not
BRI NEEBHEE provided in the condensed
HBBREPRTEE consolidated financial
statements in respect of
the acquisition of property,
plant and equipment 6,162 11,796
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TR CABALXS

(a)

(b)

B

R AEES B X {$480,0005 7T (B
E_EEARFAA=THLKMEAR
360,000 75) &300,0008 T (BE=-2F
EXRFAA=+HLEKREA: 300,000
BT)Z2HETFEBEREBRAAREE
REERAT  ARRAZESELIRE
EREFHAEDIINEZMBEQAEE
FRE BE-TTARFAA=THL
NMER  AREEE{F108,0008 T (BE
ZEELFAASZTHLEARER BB
) FEBRERMRERAT  ARAFAZ
EERBFAERZRAARES R -
HeNERBEBHEIIM -

FEEEEBHM
FTEEEEBREAQAAEST - R £
EEEEH £ 510,582,000 T(H
EZEERNEAMA=ZTHIEARNEAR
8,860,00087T) °

ARESEE®
E53

—EELHF+ZAKH

16.

RELATED PARTY TRANSACTIONS

(a)

During the period, the Group paid rent of HK$480,000
(six months ended 30 September 2006: HK$360,000)
and HK$300,000 (six months ended 30 September 2006:
HK$300,000) to Goldex Investments Limited and Galsheer
Investments Limited respectively in which Mr. Ip Chi Shing,
Tony and Mr. Yip Tsz Hin, Stephen, the directors of the
Company, have beneficial interests respectively. For the six
months ended 30 September 2006, the Group paid rent of
HK$108,000 (six months ended 30 September 2007: nil) to
Microphase Technology Company Limited in which Mr. Ng Siu
Ping, George, the director of the Company, has a beneficial
interest. The rents were paid in accordance with the relevant

rental agreements.

Compensation of key management personnel

The key management personnel are the directors of the
Company. During the period, the remuneration of the key
management personnel was HK$10,582,000 (six months
ended 30 September 2006: HK$8,860,000).

By Order of the Board
Ip Chi Shing, Tony

Chairman

Hong Kong, 6 December 2007
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